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I N T R O D U C T I O N  

I, the Chairman of the Public Accounts Committee, having been 
authorised by the Committee to present on their behalf, present this 
Fourteenth Report on the Audit Report on the Accounts of the 
Damodar Valley Corporation for the year 1956-57. 

2. The Audit Report in question was laid on the Table of the 
House on the 5th May, 1958. 

3. The Committee examined the Audit Report a t  their Sittings 
held on the 25th, 26th and 27th August. 1958. 

A brief record of the proceedings of these Sittings of the Commit- 
tee has been maintained and forms part of this Report. 

4. According to the Damodar Valley Corporation, the total capital 
outlay on the Project to the end of 1962-63 when the Revenue Ac- 
count of the Project will be opened, would be Rs. 151.30 crores of 
which Rs. 49-85 crores will represent the capitalised i n t e r ~ s t  charges. 
The original estimates for the Project were Rs. 79.25 crores in 1951. 
The estimates as revised in 1957 had risen by more than 50 per cent 
of the 1951 estimates, and the actual outlay a t  the end of 1962-63 
would be very nearly double the original estimates. 

The Commit tee  recognised rimt some delay in the  execution of 
such large constructton pro)ects was  r n c ~ ~ ~ t a b l e ,  and had in their Third 
Report (Second Lok Sabha) observed that the delay in this Project 
and the consequent increase In costs could hare been substantially 
curtailed w i th  proper planning and foresight. 

5. While assessing the financial prospects of the Project, the Cor- 
poration have observed that the primary considwation for a plan of 
development of the Damodnr Valley was the control of floods and a 
correct evaluation of the bcnefits of the Project must take into ac- 
count the dlrect and l n d t ~ ~ c r  benefits and not merely the cash reve- 
nue that would be earned by the Corporat~on from electricity, water 
etc. F l d  control,  the Coinrnittco are aware,  was one of the  purposes 
of the Project; hut they  feel t t  necessary to point out that this Pro- 
ject at such an enormous cost tcns dcs~gned for the unified develop- 
ment of the Darnodar Bastn, and the irngation and power potentials 
of the Project were intended to tratte a decisive influence on the fin- 
ancial hchspects of the Project.  



The history of the whole project reveals that it wcrs s m b r e d  
inter &a on the scme of its being a paying proposition even on the 
Irrigation side. In 1951, when the first detailed estimate of the 
Damodar Valley Project was prepared a net receipt of Rs. 1.33 crores 
was anticipated under irrigation alone. Even as late as 1955 when a 
further revised estimate was got out, the Corporation antzcipated a net 
revenue of Rs. 1.3 crores under irrigation. on an assumed capital ex- 
penditure of Rs. 22 crores under this head, yzelding a return of 5'9  per 
cent. The same estimate forecast a yield of 8.6 per cent on the outlay 
on Irrigation by 1970-71 when the full development of irrigation 
resources would be reached. The Committee regret to observe that 
so far as 'Irrigation' is concerned, the* picture is dismal. The work 
oq Tilaiya Dam was completed in December, 1952 but its waters have 
riot been utilised so far. All that has been done is that the Tilaiya 
Dam High Level Irrigation Scheine tnvolving an estimated outlay of 
Rs. 35 mores has been framed and is still under consideration of the 
Go~vrnment  of Bihar The Konar Dam was completed in September, 
1955 at a cost of Rs. 9 - 8  crot-es. it has not yet been found possible to 
utilise the waters stored therein for irrigation purposes. The original 
scheme for the generation of power from the Konar Dam has also 
been deferred on the financial grounds Utilisatzon of Water 111 West 
BengaI is also being delayed because o f  leual dificulties. 

The summurised financial forecast prepared b y  the Ministry shows 
that on a capital expenditure of Rs. 43.97 crores under Irrigation, the 
net revenue (after allowing for depreciation) will be minus Rs. 1.03 
crmes in 1963-64. The expectation for 1970-71 (when optimum condi- 
tions should be reached) is a deficit of Rs. 61 lakhs. 

6. As regards power, Bokaro started producing power on a com- 
mercial scale in December. 1953. The  rates charged from consumers 
are comparatively lower with the result that the financial forecast 
of the Corporation in this respect has been completely belied (PR~-a  
43 of the Report). 

7.  The Committee are distressed to see the poor rate o f  uttlisation 
of the water for irrigation purposes. The Committee are of opinion 
that if the new technique o f  overall inter-related planning and efF- 
cient and economical working of the Corporation as envisaged in t h ~  
Damdar  Valley Corporation Act is to prove its worth, the participat- 
ing Governments, who are the financiers of the Corporation, ahould 
appreciate their dual roles in the matter and so frame their policies 
as not to afect adversely the avowed objects of the setting up oJ the  
cotpwation. 



vii 

8. The Committee place on record their appreciation of the as- 
sistance rendered to them in their examination of these Accounts by 
the Comptroller and Auditor General of India. 

N. G .  RANGA, 
Chairman 

Public Accounts Committee NEW DELHI; 
The 5th April, 1959. 
~ h a i  t~ii-15, i 88i-jSiika)' 



f 
GENERAL FINANCIAL REVIEW OF THE EXPENDITURE OF 

THE PROJECT DURING THE YEAR 1956-57 

The Damodar Valley Scheme which is a multi-purpose project 
for the unified development of the Damodar River Valley aims at 
(1) Flood Control; (2) Irrigation; (3) Generation and transmission 
of electricity; (4) Promotion of all-the-year round navigation; 
(5) Promotion of afforestation and control of soil erosion in the 
Damodar Valley; and (6) the promotion of public health and 
agricultural, industrial, economic and general well-being of the 
people in the Darnodar Valley and its area of operation. 

2. Pursuant to these objectives, a phased programme was work- 
ed out. The present programme comprises of: (i) four dams at 
Tilaiya, Konar, Maithon and Panchet Hill with a Hydro-electric 
station attached to each (except in the case of Konar where the 
construction of the station has been deferred on financial grounds); 
(ii) a thermal power station at Bokaro with 200,000 K.W. ultimate 
capacity; (iii) a grid covering over 800 miles of transmission lines 
apd a number of sub-stations and receiving stations; and (iv) an 
irrigation barrage at Durgapur with 1,550 miles of irrigation-cum- 
navigation channels. 

3. The total expenditure chargeable to these Projects undertaken 
by the Corporation is allocated among the three main objects uiz., 
Power, Irrigation and Flood Control and the total amount of capital 
is provided by the three participating Governments viz., the Central 
Government, the State Governments of Bihar and West Bengal in 
the manner envisaged in Sections 30-36 of the D.V.C. Act, 1948. The 
Corporation have to pay interest at such rate as may from time to 
time be fixed by the Central Government. For a period not exceed- 
ing 15 years from the date of the establishment of the Corporation 
(i.e. upto 1963) the interest charges are being capitalised. 

The following amounts were provided by the Participating Gov- 
ernments during and to the end of the year 1956-57: 

\ - - .- - - - - - - - - - - - 

During 1956-57 find of 1956-37 
- - - - - 

Rs . Rs. 



The capital expenditure during, and to the end of the year 1956- 
57, on the three main objects, oir., Power, Irrigation and Flood 
Control is shown below: - 

Power. 6,82,43?045 (a) 52147740,26 1 (b) 
Irrigation. . 41399r3)ISS ? 8 , 6 ~ 4 , 7 8 6  
Flood Control. 2.87,48.607 194~,89,759 - 

TOTAL. I 4.09.04.807 I ,00,66.411.806 

(a) Includes a credit of Rs. 201.13 lakhs on account of sale of 
power and a charge of Rs. 85.36 lakhs on account of 
direct working expenses of the Power System. 

(b) Includes a credit of Rs. 521-00 lakhs on account of sale of 
power and a charge of Rs. 343.14 lakhs on account of 
direct working expenses of the Power System. 

4. The following projects were under construction during the 
year under report:- 

Mait ha7. 
Panchet Hill. 
Durgapur Bamge and Canals. 
(Barrage completed in August, 1955, Canals under construction.j 
Transm issiol and Distribution System 

Besides the above, some residual works in connection with the 
Bokaro Thermal Power Station, Konar, Tilaiya and Durgapur 
Barrage continued during the year. The installation of the Fourth 
Unit of the Bokaro Thermal Power Station and the Thermal Power 
Station at Durgapur was taken in hand during the year under report. 

Constant revision in the estimates and financial analysis of the 
Project 

5. The Committee asked the Ministry of Irrigation and Power 
and the D.V.C. to assess the financial prospects of the Project and 
furnish to them a statement. In a note (Appendix 111) submitted 
to the Committee, the D.V.C. have contended that the primary 
consideration for a plan of development of the Damodar Valley was 
 he control of floods. Further, the concept of regional planning and 
developmen$ envisaged in the D.V.C. Act, 1948 included various 
classes of Social Welfare and other activities, such as, the promotion 
of afforestation, soil conservation and of public health ind agri- 
cilltural, industrial, economic and general well-being of the people 
in the Valley and its area of operation. As such, a correct evalua- 
tion of the benefits of the Project must take into account the direct 
and indirect benefits and not merely the cash revenue that would 
be earned by the D.V.C. from ~lectricity,  water etc. 



8. From a statement showing the summary of estimated Fin- 
ancial results of the Project (sub-joined to this Chapter) furnished 
by the Ministry at  the instance of the Committee, they observe that 
the total capital outlay on the Project to the end of 1962-63 (The 
Revenue Account of the Project will be opened from 1963-64) would 
be Rs. 151.30 crores including interest on capital upto 1962-63 amount- 
ing to Rs. 49.85 crores. The allocation of the cost of dams between 
the three objects viz., Power, Irrigation and Flood Control, is based 
on the existing tentative ratio of allocation of common expenditure 
and it is stated to be still under examination of a Committee con- 
sisting of the representatives of the participating Governments and 
the Corporation. The object-wise allocation of the capital expendi- 
ture and the surplus/deficit is, therefore, subject to change in the 
light of final conclusions relating to the allocation of the cost of 
dams. 

On the revenue side, the overall position is that in 1963-64, there 
will be a deficit of Rs. 70 lakhs which is likelv to be reduced to 
Rs. 28 lakhs on full development in 1971-72. 

The net receipts from Power with effect from 1963-64 after allow- 
Ing for depreciation and annual interest charges would be Rs. 1.61 
crores. The Irrigation account would show a deficit of Rs. 1.03 
lakhs in 1963-64 which would be reduced to Rs. 61 lakhs on full 
development by 1971-72. As for the Flood Control account, the 
Corporation have stated, there would be a permanent recurring 
deficit of Rs. 1.28 crores annuallv from 1963-64. It has been further 
urged by the Corporation that the anticipated annual revenue 
cicticit of Rs. 28" lakhs on full development from 1971-72 might be 
considered to be a premium for insurance against future damages 
from floods and famine. 

7. The Committee appeclate that orre of the objects of the 
Damodar Valleg scheme is flood control which does not lend ~tsei  t 
to evaluation in terms of money, but it has an insurance value of t t s  
own.  Neverthelkss, theg consider that both on the irrigation and 
Power sides. the Project was expected ro be an eccnaomical propost- 
tion. They, therefore, expect that the working results of these twc' 
wings are constantlg kept under review by the Corporation to improue 
the overall productivit3l of the Project. 

i In nmes of rupees! 



Allocation under" Section 32 of the DVC Act-Para 2(a) of Audit 
Repart 

8. The question of allocation of expenditure on soil conserva- 
tion, airorestation and other developmental activities under Section 
12(e) and (f) of the D.V.C. Act has already been dealt with a t  some 
length in paras 6 to 8 of the 18th Report (1st Lok Sabha) and paras 
18-21 of the 3rd Report (2nd Lok Sabha) of the P.A.C. The 
Committee had emphasised that this question which h a d  a vital 
bearing on the overall financial working of the Corporation should 
be decided without any further delay. According to the Audit 
Report under examination, this question is still under consideration 
and pending a decision thereon, the allocation of such expenditure 
in the Annual Accounts is, theefore, provisional as in the previous 
years. 

9. The Committee understand that the total expenditure incurred 
on the above objects upto the end of 1957-58 is about Rs. 2.11 crores. 

10. In evidence, the representative of the Ministry of Irrigation 
and Power while admitting that there had been delay in the settle- 
ment of this matter stated that the Government tried to pursuade 
the participating State Governments to accept the view of the 
Attorney-General subject to certain conventions, but the latter had 
asked for an opportunity to be heard by the Attorney-General. 
The Committee would once again emphasise an early settlement of 
this long-outstanding question. 

11. The Committee viewed with some concern the slow pace of 
progress made by the D.V.C. in the matter of soil conservation and 
afforestation in the upper catchment region. The erosion of soil, 
the Committee understand, affects in two ways vix., (i) gradual 
impoverishment of the soil thereby reducing the productive capa- 
city of the land; and (ii) gradual filling up of the reservoir beds by 
silt and thus decreasing their capacity considerably. 

12. In evidence, the Chairman, D. V. C. stated that the funds 
allotted to the Corporation for the last two years for this purpose 
were inadequate; further it was extremely difficult to do anything 
spectacular in an area where there was water only during three 
months in a year. Afforestation was thus a serious problem and 
soil conservation was very difllcult. Uncontrolled grazing of grass- 
lands was another handicap in this work. Fencing along the entfre 
perimeter was very expensive. The Corporation were endeavour- 
ing with the limited funds a t  their disposal to fence as much ap 
porrfbh 



The Committee feel that the aflurestution and soil conamatiolr 
schemes are not being given the attention they require. The plea 
of paucity of funds put forth does not appear to be valid, as against 
the actual allotment of a sum of Rs. 38-54 lakhs for thin purpose in 
1957-58, the Corporation spent only Rs. 14-39 lakhs. The Committee 
desire that the D.V.C. should plan out a phased programme for soil 
conservation work including afforestation in the Valley as an integ- 
ral part of the Project and implement it name vigorously. 

Allocation under Section 33 of the D.V.C. Act Para 2(b) of Audit 
Report 

13. The Dams a t  Tilaiya, Konar, Maithon and Panchet Hill are 
intended to serve more than one of the three main objects (Power, 
Irrigation and ,Flood Control). According to Section 33 of the 
D.V.C. Act, expenditure common to two or more of the main 
objects is required to be allocated to each of the main objects in 
proportion to the expenditure which according to the estimate of 
the Corporation would have to be incurred solely for that object. 

14. As stated in Para 22 of the 3rd Report of the Public Accounts 
Committee (2nd Lok Sabha), this question was referred in Novem- 
ber, 1956 to an ad hoc Committee (hereinafter referred to as 
'Inter-Governmental Committee') consisting of the representatives 
of the D.V.C. and the participating Government. This Commit- 
tee had sought an authoritative legal interpretation of certain pro- 
visions of the D.V.C. Act relating to this question. 

After obtaining the opinion of the Law Ministry, the Inter- 
Governmental Committee mentioned above, decided in September. 
1957, that: 

( i )  Each of the four dams should be treated separately for 
the purpose of allocation of their cost. 

(ii) The cost of dams should be allocated to Flood Control, 
Irrigation and Power. Any subsidiary use made of the 
regulated water would be treated as incidental. 

The Inter-Governmental Committee could not, however, proceed 
further until the allocation of the storage capacity at each of the 
Dams between the various objects was finalised. For this purpose, 
the Corporation appointed an Advisory Committee on the 5th Nov- 
ber, 1957, to examine the water potential of the Dams and to 
suggest a suitable plan of operation for use of the available water 
resources. The Committee understand that the Advisory Com- 
mittee have since finalised their Report on 28th August, 1958 and the 
Inter-Governmental Committee is expected to Analise their recom- 
mendation shortly. 



.IS. The total expenditure awaiting allocation upto 195657 Ca 
Rs. 43.79 crores. Pending final decision in the matter, the alloca- 
tion made so far is provisional. 

The decision in this case has held u p  the final allocation of the 
capital expenditure on. irrigation between the State Governments 
under Section 34 of the D.V.C. Act. 

The Committee trust that it should now be possible for the Cor- 
poration to finalise the nllocation of e.-cpenditure between thr 
tmrious objects. 

Expeditious settlement of this long-outstanding question is im- 
perative, specially when the Project has already entered upon the 
final phase of its execution, and the Revenue Accounts of the Project 
would be opened from 1963-64 for evaluating financial working of 
the Project. 

Sanctioned project with schemes approved 
for inclusion in the Second Five Year 

Plan 

-hta l  Power Irriga- Flood 
tion contrd 

I 2 3 4 C - - - 

Project Expenditure* . 124.72  72.42 - 3 7 ' 2 1  - 19.00 

Overhead and Audit (4 crores ) 
and other .lliscellanmus 
expenditure incurred un- 
der Section I 4 e ) .  ff) and 2 I 
of the Act (3.60 mores) to 
end of 196243 and provi- 
sion for Holiday-home for 
workers (3 lakhs' 7 '63 4 '79 r . X 2  1 . 0 2  

Statement sub-joined to Appendix 111. 



Working Expenses upto rg6z- 
63 (i.e. 1st 1 5  years in ac- 
cordance with Section 39 
of the Act) . 20.25 18.56 I .32 0.37 

Receipts upto 31 -3-63 . . -51.15 -46.90 -4.25 . . -- 
'Tvr~l. . 101.45 48-87 32.10 20.48 

Add interest upto 1962-63 49.85 31.29 11 .R7 6.69 
-- 

- ~ O T A L  CAPITAL 1.0 END OF 
r 962-63 . 151  -30 80.16 43.9: 27' 17 

Net revenue during 1963-64 
after allowing for deprecia- 
t ion 5 . 8 5  5 . 0 8  

Interest for 1963-64 . 6 . 5 5  3'47 
Deficit (-) in 1963-64 - --- - - . 

Surplu ; ( -I--) I .61 

Net revenue during 1971  -72  
(on full developmcnr) 6.27 i .08  1 . 3 0  4 . 1 1  

Interest for I 9 71 -72 6 . 5 ~  3'17 r . O I  1 I -  

Deficit (-) tn I 97 I -72 1 
~ u r ~ i u s  ( -: ) (on full Ilcwt.lop- ) -o 28 - I - 61 -0-6 r -r .28 

~ncnf )  i 



ENGINEERING, MACHINERY AND STORES 

Nugatory Expenditure on the Manufacture of Harza Gates for Mai- 
thon Dam-Para 4 of the Audit Report 

16. In November, 1953, the Corporation sanctioned a sum of 
Rs. 15,56,639 for the departmental manufacture of Harza Gates for 
the Maithon Dam and several other fabrication works in the Central 
Mechanical and Fabricating Workshop at Maithon. Against this 
sanction, a sum of Rs. 3,86,917 was spent on cost of tools and plant, 
extension of workshop, construction of residential buildings, pay 
of establishment and cost of design both at Maithon and in Chicago 
as detailed below*. Eventually in February, 1954, it was decided to 
provide Maithon Dam with another type of undersluice gates to be 
obtained from outside suppliers. While the Corporation have con- 
tended that the machines bought for the manufacture of Harza 
Gates have been utilised for the manufacture of other articles, 
Audit has held the view that the expenditure of Rs. 65,678 incurred 
on design would be largely. if not entirely, infructuous. 

17. In evidence, the representative of the D. V. C. informed the 
Committee that in February, 1954 it was decided at a meeting of 
the Board of Consultants of the D. V. C. that the number of gates 
to be installed at Maithon and Panchet Hill Dams be reduced from 
20 and 28 to 5 and 10 respectively. The Board also recommended 
on second thought that standard proven type gates should be used 
and only one Harza Type gate should be fabricated for installation 
at Panchet, as they were rather apprehensive of installing a large 
number of gates of a new and untried design. 

18. From a note submitted to the Committee (Appendix 11, 
Item I.),  they observe that the cost of Harza Gate manufactured in 
the Workshop of the D.V.C. and installed at Panchet was 
Rs. 1,79,603. This Harza Gate is reported to be working satisfactori- 
ly. This cost would have gone down considerably if all the 15 gates 

*Tool & Plant 2794.257 
Workshop Extcmion & Residential Building 2 7,905 
Establishment 5,077 
Design (Chicago) 29,323 
Design (Maithon) 363 155 



f i r  Maithon and Panchet Hill Projects had been constructed a t  the 
D. V. C. Workshop. The cost of each French type of Gate was also 
Rs. 1 : 75 lakhs. 

19. The Committee feel that the Corporation were not justified 
5m changing the design of the Harza Gates so soon after thc decision 
tnken to manufacture them in their own Wmkhop and to impm 
them ajter having spent considerable amounts on the mmufacture 
of one prototype and on other preliminaries. Had the Corpmatwn 
adhered to their design of Harza Gates, the cost of the Gates would 
have been less; there would have been saving of f0reig.r. exchange 
and the technique of production'would have also been established. 

Loss of Bricks-Para 6 of the Audit Report 

20. According to Audit, 1,22,61,976 bricks were manufactured at 
. a  cost of Rs. 3,66,833 during November, 1952 to June, 1953 at 
.Panchet. In October, 1956, two survey reports were submitted by 
.the Chief Engineer for write-off of bricks worth Rs. 42,124. The 
losa had been explained as follows: 

(1) 5,63,299 bricks valued at Rs. 12,14019,- were abandoned in 
L brick fields due inter alia to: 

(a) Non-clearance of bricks from the different brick fields 
promptly as the department could not make adequate 
transport arrangements at the time of manufaeture 
and as a result some quanti- were swept away from 
the low lying fields. 

(b) Abandonment of considerable quantities which had 
been reduced to small bats and clay. 

(2) Shortage of 5,69,895 whole bricks and 47,W cft. of brick- 
bats in stock valuing Rs. 29,9841-. 

The Corporation ordered on 25th July, 1957 an investigation 
i n t o  the matter by a Superintending Engineer. 

21. The Chairman, D. V. C. stated in extenuation that godl 
bricks not being available anywhere within easy reach and the cost 

. ol transporting bricks manufactured at Maithon being prohibitive, 
the Corporation undertook the departmental manufacture of bricks 

. at Panchet with the full knowledge that the bricks would be bad and 
the percentage of breakage would be high. Both the Corporation 
.and their Financial Adviser were not satisfied with the result of the 
. Investigation by the Superintending Engineer and another investi- 
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gation had oeen ordered. As the various Measurement Books had 
been filed in the Court on 13th April. 1956 as exh~bits  in connection 
with a civil suit filed by one of the contractors for alleged non-pay- 
ment for certain quantities of bricks manufactured by him, and these 
exhibits could not be withdrawn until the case was finally disposed 
of, the investigation had been held up. The Chairman, D. V. C. 
stated that the Brick Supply Officer's services had been dispensed 
with but the Executive Engineer involved in this case was still in 
service. 

22. The  Committee observe that although the  manufacturmg 
operation was completed zn .71rtle. 1953, the losses were reported to 
t h e  Corporation tn October, 1956, i.e.. after a lapse o f  more than 3 
years. The  Coinm~ttee  learnt that the B r ~ k  Supply Ol,rl*er or1dtwci 
In the  present case was the  same person who leas earller alleged ro 
have committed certain grave irregulnrities for not having main- 
tained the  initial Account records etc. properly and whose conduct 
had already been coin lhented tcpon b y  the  Commit tee tn paras 19- 
22 of their 18th Report (1st Lok Sabha) I t  ts obviotrs that fherr  
had been grave neglect of duties on the part of the  Engzneering 
Otfrcers concerned In not e sercwng  proper and eflectlve s~cperrrsiorl 
both on the  brtck ninnvfacrurzng operattons and on the conduct of 
the B r ~ c k  Supply Offtcer. The Cornm~ttee destre that a s t r r l ~  l 3 ~ u u l  

of these grave lapses should hc. taken and the  officess concrrued 
dealt with expedi t iousl~ on release o f  the records by  the C1~11 Colirt 

I .  . 
Avoidable Expenditure-Para 7 of Audit  Report 

33 An Indent for two Eu~ l id  Loadci- Belts was plac.t.d in  Aj)111. 1956 
by the Project Manager, Panchet Hill and the purchase order was 
issued to a firm on the 9th August, 1956 which provided for clelivcr~ 
within 20 wedts. ' The import licence was forwarded to the firm on 
the 22nd December. 1956. As it was considered necessary that thv 
Loadw Belts should be at the dam site beforc the monsoon, ~t wrr\ 
ordered by the Corporation in Januarv, 1957 to obtain the articles 
by air. The air f re~ght  paid for these two belts was Rs. 16,611 - 
against the sea freight of only Rs. 396 (approx.) and the purchaw 
price of Rs 16,671 -. 

24. Explaining the reasons for air-lifting the belts, the Chief 
Engineer, D. V. C stated In evidence that at the time the air-lift- 
ing was ordered in January, 1957, there was no belt in stock except 
that actually in use at  the dam site The need for a spare was. 
therefore, obvious The Committee were given to understand hy 
Audit that on the 11th April, 1956, when the indent was placed. 
there were two belts in stock and thev were subsequently issued on 
the Zlst July, and 12th September, 1956. Although these belts were 



required as reserve spares by the 20th July, 1956, these were actuallj, 
received on the 7th April, 1957, more than nine months later. Of 
these two belts, one was issued in March, 1958 and the other was 
stated to be still in stock (May, 1958). 

25. The Committee were informed that even in January, 1957, 
the Financial Adviser, D.V.C. while concurring in the air-lifting of 
the materials had suggested that after thc sanction was issued, the 
Corporation should enquire whether there were any lapses on the 
part of the Corporation's Officers in not having foreseen their require- 
ments in time which necessitated air-freighting of the materials. 
The Committee note that even uptil now, this matter has not been 
looked into. It  was also stated by him that despite an offer from 
the Hirakud Project authorities to loan a belt till March, 1957, the 
Corporation thought it necessarv to order air-l~fting of the belts 
I t  was thus  apparent that there was  llttle pstlficatzon fw expend,ng 
money o n  azr-fretghi. 

T h e  C o m m i t e e .  t h ~ r ~ f o r e .  deslrt that the matter should h e  
moesttgated and responszb~lzty fixed 

26 From a note (Append t s  11. ?tern 3) fumlshed bv the  Corpom- 
t ton,  the Contmit f te  observe ihnt there had been procedural delaps 
both zn plnclng rhc supply order n r ~ d  in procuring the  zn~port Itc-t-nce 
f o ~  these belts. For msta71w. ~t took '7 d ( l y ~  for a lettt'r to r e ~ c h  
t ! : ~  ACC, ,,,n ( ol,c.e? ,wtl 

The Jolnt Controller o f  Imports wrote on 8th October, 1956 to  :ht' 
Corporation rcqulrlng them to submit written dcclaratlons bt>th 
from the  Goodytur and Dunlop Companies to the effect that the belts 
could not bi- tn3nufacturt.(1 In !nd~:t I31rr  l r  rook the  Corporntro.~ 
about 40 days to  ohrarn r h e ~ n .  The  Conz~ntttee see no reason u-h!i r h t .  
Corporation should take so rrtticlt r : m P  for t h ~ s  when both the Corn- 
pantes had rhetr Itecldqrrclrtr~rs rn Calc~ittcl i tsel f .  

Last[!/, t t  rook 4 ~nonths  t o  get the  Iviport Licence rltor(gh 7i1e 
o f l~ces  of Licensing authority, D.V.C. and the  two n~antl  factrcrirtg 
firms viz. Dunlop and Goodyear were  all stationed at Calcutta. 



The Committee are distressed to observe that such procedural 
delays should have overtaken autonomous Corporations like the 
D.V.C. to avoid which the device of creating autonomous bodies had 
been resorted to. 

Avoidable Expenditure at Tilaiya Project-Para 9 of Audit Raport, 
1956-57 

27. 37 bushings including 7 lightning arrestor units imported in 
MayjJune, 1951 from Japan for Tilaiya Hydro-Electric Power 
Station were damaged in transit and rendered unsuitable for use. 
The goods were all insured against loss or damage. Under the 
terms, the Insurance Company was to pay a sum not exceeding the 
cost of replacement or repairs. In March, 1952, the D.V.C. informed 
the Insurance Company that the repaired materials would not be 
acceptable to them as they were informed by the supplying firm 
in Calcutta that the materials would not hold the original guarantee 
of the manufacturers. No enquiry was, however, made of the 
manufacturers. In May, 1952, the Corporation sanctioned fresh 
purchase of the materials from the same suppliers and stated that 
the cost (f. 6,620) was recoverable from the insurance Company. At 
a meeting held some time during August to November, 1952, the 
D.V.C.. however. agreed to have the repaired materials from the 
Insurance Company as spares The replacements were received in 
January, 1953 

The damaged materials were shipped to Japan by the end of 
February, 1954 and were received after repairs in September, 1955 
with the original guarantee. (They would have been ready for re- 
shipment after repairs by December, 1954 but for the Electrical 
Department's preference for dark chocolate porcelain to white 
porcelain). The cost of the repairs was borne by the Insurance 
Company. 

The Corporation decided in February, 1956 to dispose of the 
major portion of the material worth Rs. 72,000 as surplus to their 
requirements. They had not, however, been disposed of upto 
September, 1957 and the Corporation now props& to utilise them 
as spares during the next teh years. 

28. Explaining the reasons for the placing of a new purchase 
order, the representative of the D.V.C. informed the Committee that 
their endeavour was to get replacement rather than repaired 
materials because they were not quite sure whether these could be 
used as new bushings and would have the original guarantee. The 
Insurance Company was not agreeable to replacement. It was a h  
hesitating to incur the expenditure of sending the goods back to 



Japan for repairs. As the commissioning of the Tilaiya Dam was 
ixed for January-February , 1953, it was not considered advisable 
to wait till the settlement of the case with the Insurance Company, 
and, therefore, a second order was placed on the suppliers. 

29. The Committee understand from a note (Appendix 11, Item 9 
furnished by the Corporation that in September, 1951, the supplying 
irrn in India informed the D.V.C. that the bushings if repaired in 
India would not stand the manufacturers' guarantee. The Insurance 
Company, however, insisted on the bushings being sent back to 
Japan for repairs Thereupon, it was decided a t  a joint meeting of 
%he representatives of the D.V.C., the supplying firm and the 
Insurance Company held on 25th January, 1952 that the Insurance 
Company would pay for the replacement or repairs cost, whichever 
w u  lower, and that the supplying firm would arrange for returning 
f i e  damaged equipment to the manufacturers in Japan for replace- 
ment or repair. The Insuralce Company kept on reminding the 
Corporation on 28th January, and again on 28th April, 1952 to send 
the damaged equipment to the supplying firm for onward transmis- 
sion to  Japan as decided at the joint meeting. But the D.V.C. did 
not hand over the equipment and informed the Insurance Company 
in March. 1952 that the repaired equipment would not be acceptable 
k, them as the supplying firm had advised that any equipment 
repaired zccnrld not hold t h e  origmal guarantee. The decision of the 
joint meeting in January, 1952 would not. therefore, hold good. 
Prolonged negotiations continued and the matter could not be 
hal i sed  even in May. 1952. The Corporation thereupon placed 
orders with the supplying firm for replacement of the bushings. 

Subsequently, the repaired materials were accepted by the 
Corporation as spares to be utilised during the next ten years. In 
support of this, it was urged to keep a small number of these 
repaired bushmgs as spares and to modify the remaining ones 
suitably for use in the breakers which the Corporation proposed to 
buy in future without bushings until all these bushings were used 
UP. 

30. Thr Committee regret to observe that these explanotiot~s aTc 
e n g .  I t  is e v i d m t  that both the supplying firm in India 
rrl tlu Inrutonce Company in their attempt to gain their cnds b y  

tach other had wceeded in domg so at the expense of the 
Cbrponflon. They are coaeemed at the oociWotion dispZoyed by 

Corporation in this matter, which was taken advantage of by 
)Ihr, 0th.r two ptwtaes. In the Committee's opinion, a dir- 



reference to the manr~factttrers in Japan by the Corporation was 
the obvious course and the Coinntittee regrkt to state that they could 
otot get a convincmg answer explaining this omission. The result 
mas that the Corporatto~~ 1 r r ~ 5  wcr-h-irdened wztlt spares worth 
Rs. 72,000, -. 

31. The Committee were informed that the Financial Adviser, 
D.V.C. had recorded a note in this case stating that 'surplus stores 
should be disposed of to the best advantage of the Corporation 
instead of any over-stocking, unless the materials would be required 
in the distant future and Lvcre not linblc to deterioration in the 
meantime'. 

The Committee are surprised at thc scatzt regard patd by the 
Corporation to this remark of the Financial Adviser. The Committee 
feel thut this matter merits  ore serious attention. 

Departmental Construction of Cable Trenches-Pam 18 of Audit 
Report 

32. The construction of the cable trenches at  Kalipahari sub-station 
was completed in March, 1955 at a cost of about Rs. 40,000. Soon 
after the construction had been completed it was reported that the 
cable trenches developed serious cracks at the bottom along their 
lengths and were likely to collapse. Protective measures 
in the shape of patch repairs did not prove satisfactory and the 
heavy flood of September, 1956 caused a further deterioration in 
the condition of the trenches The trenches had to be repaired at 
a cost of Rs. 14.000'- approximately. Thc Corporation had ordered 
an  investigation in the matter. 

33. The Committee were lnformed that the Executlvc Engineer 
responsible for this work was found guilty of gross error of judge- 
ment, lack of appreciation of the physlcal conditions of the soil and 
fallure to exerclse adequate supervlslon. It was dwidcd to censure 
him. He was, however pe rmi t t4  by the Corporation to apply 
for a post under the Hlndustan Steel Ltd., and was allowed to leave 
the Corporation's service. The Character Roll of the officer concern- 
ed was forwarded to the Hindustan Steel Ltd. on 21st November, 1957 
but this case was not mentioned thercin as it was still under ~nvesti- 
gation and the responsibility of the officer in the matter had not 
been fixed by them. As he was due to leave the service of the 
Corporation, it was decided that he need not be punished. 

34. The Committee are surprised at the manner in which the 
C w p m m  had chosen to deal with the Executive Enginem 



concerned in  this case. Not only had they  failed i n  their duty  in 
not punishing the  oflicer but they  had recommended the  services of 
an officer who was found lacking in his capacity, to  another Under- 
taking owned bg Government. This,  the Committee feel, should not 
have been done by  the  Corporatzon. They are glad that the  
Hindustan Steel Ltd., have since been znformed of these fucts of this 
rase. 

The Committee trust that the  Corporation will see that such cases 
do not recur. 



POWER, RERABILITATION AND UTILIZATION OF STORED 
WATERS 

Progress of Expenditure on Boknro Thermal Power Station-Para I@ 
of Audit Report 

35. Expenditure on this Project upto 31st March, 1957 was 
Iir. 1485.43 lakhs which was exclusive of overhead and general 
charges, as against the sanctioned estimate of Rs. 1492.20 lakhs. A 
Committee was set up in May, 1956 by the Government of India to 
investigate whether full value of the money spent on the Bokaro 
Thermal Power Station had been obtained. 

36. The Committee understand that i t  was nut a full-time 
Committee. One Member of this Committee died and Government 
appointed another person in h s  place in May, 1957. The Investigb- 
tion Committee hoped to finalise its report shortly. In reply to r 
question, the Committee were inforked that no time-limit was fixed 
for the submission of the Report by this (Investigation) Committee 

The Committee would like the report to be expedited. I t  i s  t h e i r  
wmndered opinion that in mch cwes,  it night be profitable to 
appoint a Smull Commi.ttce uti.th full-time members to  emure quick= 
and more positive results. 

Working of the Power System-Pm 11 of Audit &port 

37. With the commissioning of the Bokaro Thermal Power Station 
and the Tilaiya Hydel Power Station in December, 1953, the D.V.C- 
have been selling in bulk electnc energy, includmg the power 
purchased from Sindri Fertilisers and Chemicals, Limited upto 30th 
June, 1955, through their transmission and distribution system to 
various consumers. There was a deficit of Rs. 1.95 crores (approx.) 
in the working of the D.V.C. Power System for the four years upto 
1956-57 after taking into account interest and depreciation chargea. 

38. In evidence, the representative of the D.V.C. stated that the 
question of the rate of the supply of power to consumers wns 
considered by the Corporation in 1056 and the Corporation thought 
that the rates already in force would be sui8dent. According to 
him, during the initial period of the working of any power oystem, 
the cost of production of power would be higher than the price at 



which it could be sold; it would come down gradually. In mppot-t- 
of this, he observed that in 1957-58 a net profit of about Rs. 45 lakho - 
was anticipated after taking into account the overheads, depreciation 
and interest. He added that the cumulative deficit relating to the - 
mrlier years would be completely wiped out by 1959-60. , 

39. It was, however, brought to the notice of the Committee by 
Audit that the proforma Revenue Accounts did not include the - 
following charges in addition to normal depreciution and interest: 

(a) interest on the accumulated amount of interest; 

(b) the charges for the supply of water .from Konar Dam t o .  
the Bokaro Thermal P m e r  Station for cooling purposes; 

(c) the actual audit and general overhead charges (A debit 
o j  only 24 per cent of the expenditure was being made 
now on an ad hoc baris); and 

(d) sum of nearly Rs. 26 lakhs papble  to the Sindri 
Fertilizers Factory. 

I j  the above i t e w  were also taken into account, there would be 
dflcit of more than Rs. 1.95 crorcs. The Commrttee endorse the 

vim that while consadmng the financial uyorktng of the Power 
Syrtem, the above factors should also have been taken into account. 

40. At the instance of the Committee, the Comptroller and 
Auditor General agreed to include in the next Audit Report a state- 
ment oj  the rater. for power charged b?l the Sindri. Hirakud and 
D m d a r  Valley Corporation to enable then to compare the 
ocenomics of power production and oupply by these three Projects. 
The Committee would. therefme, rese~ve their further comments in 
*he mattrr. 
Loas on Sale of Power Purchased £rom Sindri-Para 12 of the Audit 

b ) o r t  
41. In February, 1950, the D.V.C. entered into an agreement with 

&a Government of India for the purchase of 22.5 M W  of electricity 
from the Sindri Fertilizers Factory. The agreement m w  for a 
period of 25 years from 1st July, 1952 and provided for the payment 
of a ilxtd charge provisionally dxed at Rs. 1,12,519 per month 
t -17 revieed to Rs. 1,57,10OI- per month in addition 
b the coot of energy at @-2 anna per KWH ~ubject to 
adjustment in accordance with the provisions of the agreement. It 
uma anticipated in May, 1930 by the Corporatian and communicated 
b the Central Water and Power Commission that the salc of Stndri 
Power would result in a net revenue of Rs. 14.48 lakhs in 1952 and 
Rf. 11.85 1.khs in first six months of 1983. However. during tba. 



period from 1st July, 1952 to 28th February, 1953 the working ex- 
pense including interest and depreciation exceeded the receipts from 
the sale of energy by Rs. 2,62,293. 

The power purchased from Sindri was inter-connected with 
Bokaro Thermal Power Station from March, 1953. The off-take ot 
Power from Sindri gradually diminished when the Bokaro Thermal 
Power Station started producing commercial power in December, 
1953, the off-take being only 2,000 KWH in February, 1955. But the 
fixed charges of Rs. 1,57,100 per month continued to be a liability 
till the contract was terminated on 30th June, 1955 e t  the instance 
of Sindri Fertilizers Factory. The question of standing and 
other charges payable by the D.V.C. from November. 1953 to the 
date of the ternunalion oi  the  contlact was stated to be still under 
correspondence. 

42. In evidence, the Committee were informed that before the 
D.V.C. came into existence, the Sindri Fertilizers Factory made 
additions to their power plant at the request of Government of 
Bihar to make available the power generated by these additional 
units to the Collieries. The D.V.C. decided to purchase the power 
from Sindri in bulk as it would enable them to build up a sizeable 
demand for load by the time Bokaro Power Station was ready. 
Secondly, it would serve as a stand-by. As the normal expected life 
of a thermal plant was 25 ymrs, the agreement with Sindri was 
entered into for that period. 

The Committee were also informed that it was not In the inte- 
of the Corporation to terminate the contract because as a long-term 
plan, it would be beneficial. But the Sindri Factory approached the 
D.Y C for terminating the contract as they required the bulk of 
the additional power for their own lnternal use. There was thus 
no alternative but to terminatc the agreement. 

43 T h p  C ~ m n z t t e e  regret I O  otxxrz>e that the D V C had gnev- 
ous/g erred In this case Accord~ng to the frnanclal forecast By the 
Ccn-porutlon, a net revenue of Rs. 2 5 5 5  lakhs was anticipated upto 
30th June 1952 Actually, hou;ww,  the Corporaiunl t trc~tned a net 
loss o f  Rs. 4971 lakhs from 1st January ,  1952 to 30th June, 1955, the  
date o f  tmminut~on of thc Stndrl Contract The hulk of the loss 
( R c  47 09 1cl:)i:) wa.\ rc.porr{>d to have been sncuned between 
March. 1953 a ~ l d  J I L I L ~ ,  1955 Ez*e11 ussumzng that the Corpcrrattml 
eiltcred ~ n t o  :?I>:  con:racf w?th the I m t  of 1ntentsm.  ( they  were 
n n d m  no f ) ' j l i p t ~ n  to .~upl)l!j p I W W  to the Collieries befcme t h q  
started commlssrunmg productltnt oJ power) ,  it w surprising whv 
they should have continued t h ~  s i ~ p p l ~  of the purchased p o ~ u ~ t  at a 



heavy loss to themselves. I t  appears no steps were taken to  review 
Lhe rutes either. It is apparent that this initial mistake had k d .  to 
lhe continuance of the subsidised ~ a t e s  even after the C w p m a t i m  
had started purchasing power in July, 1952. This resulted an a loss 
of Rs. 1.95 crores on the Power System. The Committee understand 
t l l u ~  even 271 A I L ~ U S L ,  1956, tile Curporation were warned by  the  
World Bank about the uneconomic power rates charged b y  the 
forpnration. but t he  Corporation revised its tarifl only in January, 
1959 i.e., after 21 years. It is regrettable that the  Corporation did 
)tot f a k e  timelg notice of the advice of the World Bank. The Com- 
mittee, therefore, feel that this matter deserves the serious considera- 
t iow of Government. 

The Committee understand that the payment of standing and 
other charges by  the D.V.C. from November, 1953 to the date of 
termination of the contract is still under dispute wi th  the Sindri 
Fertilizers and the Corporalion have put forth the claim for refund 
of the capital charges which they had paid to the S i n d ~ i  Fertilizers. 

The Committee desire that the matter should be settled 
expeditiously. 

Loss Due to Dciay in Disposal of Bamboos-Para 23 of the Audit 
Report 

44. For construction of 450 houses for the persons to be displaced 
from submergence area of the Tilaiya reservoir, the  Rehabilitation 
and Development Department purchased a t  a total cost of Rs 1-30 
lakhs (approx ) a large quantity of bamboos durlng the period from 
November, 1950 to March, 1952. With the curtailment of the housing 
programme by 111 houses in 1952, as the displaced persons' willing- 
ness to acrcpt the ho~ is r \  h i l l !  hv the Corporation could not be 
obtained. 1,81,ti20 bamboos worth Rs. 45,000 were declared surplus 
In July. 1954. In March. 1956 auctmn sale of 1.fX656 bamboos. then 
in stock. was ndvertlsed and the highest offer received was onlv 
Rs 1200 fol t h o  cnt!re lot against the book value of Rs 40,000 
(approx.) The Director, Rehabilitation and Development Depart- 
m m t  con.;~dcrcd thi, offer too low and sug~es ted  In May. 1956 that 
t hc  Lkpartmcnt r n ~ g h t  bt, allowed to dispose of the bamboos at 
Rs 6 '4 - per 100 turnboo4 No disposals werc made till September, 
1957 

45 111 ta\ i d t b n ~ . t b .  t hr. ~ v y r r c m t n t ~ v r .  of the D.V.C. stated that 
1.04.673 bnmbw)s had t w n  rlisposcd of so fa r  (August 1958) and the 
iirnount r r d i s d  was Hs 6.6,55 Then\ w i s  still a balance of 60,000 
twnboos which thr Corporntlon had not h w n  able to sell even a t  the 
price of Hs. 614 - per 100 He added that perhaps after the rains, 



it woad be possible to dispose of all these old bamboos. Lack d 
local demand and the prohibitive cost of transporting them to out 
lying areas were responsible for the delay in their disposal. 

The need for quick drsposal of the remaining bamboos (60,000) is 
ebviow us f u r t h . ~  delay is fraught with the risk of pilferage and 
&tc+iorocion. 

46. The Committee also understand that out of 339 h w  
actually constructed by the Corporation, 157 houses were accepted 
by the displaced persons, 118 were to be taken over by the Bihu 
Government and the remaining 64 were lying vacant (March, 1958). 
The &ces of an Assistant Store-Keeper and a Chowkidar had to 
be kept beyond April, 1953 when the building programme wmo 
completed, resulting in avoidable expenditure. 

47. In extenuation, it was urged by the representative of the 
D.V.C. thnt the question of the acceptance of these houser by the 
Government of Bihar was still under negotiation with that Govern- 
ment and, therefore, the services of the Assistant Store-Keeper and 
the Chowhdar were retained not only for keeping watch over 
surplus materials but also for looking after the vacrnt h o w .  

48. The Committee regrer to  note  that deqnte 8h.e obmvattms 
mmk by  them an para 95 of t h a r  3rd Report (1957-58). the qutrtun, 
o f  the acceptance of zjacant houses and land by the C m c m n m t  of 
Bthar and the cmnprtwatuni pagable thmefm ha?, not yet heen 
~ t t l e d .  They deswe that thw matter w h r h  has 'been pcndtny for 
)he last 5-6 years should be settled wtthout any  furth~r d e l q  h f  
umvenmg a Conference of the partrctpatrng Government8 In the 
w a n t m u ,  the possibilrty of h a n d q  ovtr the vacant h m ~ s e r  to thc 
Bthur Government pendang the settlement of compewatwn rrright 
ba exp10Ted. 

Utili.tion of D.V.C. Water far Irrigation Pu-Pam M d t&e 
Audit Beport 

49. Tilaiya: The dam was completed in 1952. The capital cost 
upto Slst March, 1957 is Rs. 3,78,12,911/- of which Rs. 1,31.25,1651- 
haw been pro\lsionally allocated to Irrigation. A acheme tor oupplj 
of water to Bihar area is understood to be under conaideration 

KOMI: The dam was completed in 1955. The crpitd cost upto 
3lst March, 1957 is Rs. 10,77,45,2231- out of which Ra. 4,30,9&080j- 
bas been provisionally allocated to Im+gation. 

Durgapzrt: The barrage vms completed in 1955. The aptt.1 aost 
upto 31st March, 1957 is Rs. 101.26 t a b  (appmx.), wholly &Mi& 
$a Trrigation. 



During the Kharif season of 1956, an area of 11,271 acres only 
was irrigated dthough the Corporation declared their ability to 
irrigate 1.53 lakh acres of land from July, 1956. For the Kharif 
season of 1957, the Corporation were in a position to irrigate 1.91 
lakh acres. The actual erea irrigated was, however, 86,000 acres 
onlv. 

50. The main reasons for the shortfall according to the D.V.C. 
.were: 

(i)  Sideslip of canal banks. 
( i i )  Public opposition to removal of gaps at certain points. 

(iii) Interference by villagers by raising cross bunds and 
preventing water from flowing down as also by 
surreptitious cuts at certain points. 

(iv) Breaches or normal damages at  certain points which are 
usual for some time after construction. 

(v)  Theft of Regulator parts. 

51. The bulk supply rate agreed to.by the Corporation was Rs. 9,- 
per acre less the cost of collection, retail distribution, etc. incurred 
by the State Government. According to the Government of West 
Bengal, the total cost of retail distribution of water and collection 
of water rate during 1956-57 amounted to Rs. 2 hkhs against 
Rs 1,01,439'- only at the agreed rate for irrigating 11,271 acres 
and no amount was, therefore, payable to the Corporation. 

During Kharif season of 1958 although the D.V.C. supplied water 
to an arm of about 4.88 lakh acres no revenue on account of sale 
of water could. however. be coIlected by them. 

52. The Government of India set up on 22nd March, 1957 a 
Working Group to study and report on the question of utilisation 
of the waters of the reservoirs of the D.V.C. for purposes of Imga- 
tion in Bihar and West Bengal, the reasons for delay and s)iortfW 
in utilisation and the steps to be taken for the full and prowr 
utilisstion of the waters. 

53. In evidence, the Committee were informed that as the pro- 
gress of the Working Croup had been very slow, it was dissolved and 
a team was appointed by the Planning Commission under one of it9 
Advisers This team had submitted a report setting out the various 
factors which had impeded the progress in the development of thp 
Irrigation in the D.V.C. area. There were two bottle-necks in this 
mgard. One was the absence of legislation in West Bengal for the 
levy of compulsory water rates. A Bill for the levy of water ratem 



passed by the West Bengal Asselnbly was pending with the Legis- 
lative Council of that State. Secondly. there were some difficultiei 
in the construction of canals also. The public were opposed to the 
removal of gaps a t  certain points unless bridges were provided at 
these points. Construction work could not be taken up as the supply 
oi  water in the canals had to be continued, as desired by the West 
Bengal Government to enable the farmer in that area to raise the 
potato crop. 

51. It was also urged before the Commit tc~  tilat the responsibility 
for the management and maintenance of the canal system in th,: 
existing set-up by the  Corporation iiras not conduciirc to promote 
efficiency. Attempts were being made by the D.V.C. to pursuade the 
West ?<cngal Government to take over the entire Irrigation Canar 
system. That Go\.ernment was willing to take it w e r ,  but the question 
of payment of compensation to the Corporatioll a s  provided for in 
t he  D.V.C. .4ct. 1948 was to be settled. Alternatively the West 
Eengal Government might opcrztr ;m:l mainta in  ?he  c:ln,?l s > - ~ t c m  ns 
an agent of the D.V.C. on terms to be fixed after mutual consultation. 
The whole question was stated to be under examination. 

55 The Cornmlttee regrer ro )tote the pour r u t ?  0 1  I (  tzl~safzon ot 
I1 V.C water for lrrzgatlon purpose< It zs I l ~ r t l l ! ~  necessary fol- tlrr 
Cotn~nzttoe to pmnt out that' the pnrtzczpattng author~tres as t h ~  
financzers of the  Corporatzo~~ have a responslbzltty tc) ellsure that the  
objects for zcl~zch the Corporatton were set up ore achreved. Tit? 
Comtn~ttee trust that thew d~ial  role\ u~ l l  h~ nppreczated by tht> 
partmpatzng author~tzes czs a coizcomttant of the setting u p  of ; h e  
Corporatton. (See also para 7 o f  lnrroduct~on) 



FINANCIAL IRREGULARITIES AND INFRUCTUOUS 
EXPENDITURE 

Working the Bermo Colliery taken on Lease by D.V.C.-para 15 of the 
Audit Report 

56. For supplying low grade coal to the Bokaro Thermal Power 
Station a t  cheap cost price irr.espectivc of the controlled price of 
coal, the Corporation took a sub-lease of the Bermo Coal Seam at 
Kargali for 35 years from the 1st January, 1951 on payment of Rs. 28 
lakhs. According to the investigation of the D.V.C. Technical 
Adviser made in 1950, the Bermo Coal Seam was estimated to con- 
tain an overall ash content v a q i n g  from 26.67i  to 31%). The 
boilers of the Thermal Power Station were designed normally for 
using coal having 26.6% ash content. Thc detailed investigation 
carried out subsequently in 1952 by the Fuel Research Institute, 
however. indicated t l p t  the Bermci Coal Seam at  Kargali was inter- 
mingled with continuous bands of shaly c\oal n-ith an o\rerall ash 
content of 33.Gr;, the indix~idual bands of coal possessing ash con- 
tents from l'i.3q; to 56. IC; . 

57 The Corporat~on were ;~d\.~secl :hat mcchan~sed open-cut 
cxcavatlon would be the best and cheapest method of mining coal 
from the sub-leased mlnc Tf>ndt>rc f o ~  inen-cut mlr:lng M P I C  

~ n w t e d  In Aprll. 1951 hut the  sclccttd tenderer withdrew In March, 
1952 before the aqrecmcnt was finrrllscd At the Corporations 
request the Government of I n d ~ a  ltnt tile services of an Expert 
through the T.C Id to ndvisv the Corporat~on in the matter. The 
expert submlttcd a projcrt  pol-t in\.olvlng a cap~tal  c spend~ture  of 
Rs 67.5 lakhs on equlpmcnt T ~ l l  the equipment was ~nstalled. h e  
advised mlnlng o f  coal on labou~ contlact This report was accepted 
by the Corporat~on in Febru,*rv. 1954 and a tender for raising coal 
on labour contract for a perlod of  two years was accepted The 
contractor dld not fulfil the terms of the contract as, according to 
Audit. he ralsed only 2.78.800 tons o f  coal and removed 76 22 lakhs 
cft. of ovc~burden  agalnst the stipulated quantity of 500,000 tons of- 
coal and 10 million cft of o\rikrburden withm 2 years 

58. In the meantime, i t  was decided in June, 1955 that there 
should not be any long-tern1 arrangement for mining or for invest- 



anent of large capital therefor as there was a possibility of the 
Corporation getting middlings from @e Central Wagher7 being aet 
up by Government within three or four years. The same contractor 
was given a further contract for three years from 6th February, 1956. 
A penalty clause was provided in the contract. The contractor 
again lagged behind in the supply of coal by the 6th February, 
1958, but the penalty clause in the contract was not invoked. The 
Corporation had to purchase coal from outside to make pp the 
short-fall at a cost of Rs. 7,11,500. Further, because of the high ash 
content of the coal raised in the sub-leased mine, the Corporation 
had to purchase high grade coal from outside for mixing. 

59. The Committee are unhappy over this case. In their opinion, 
the technical execution qf the mine by the D.V.C. expen was per- 
functory. E v a  in the matter of operatmg this mine through contrac- 
tors, the Corporation did not act in a businesslike mcmnet. The 

~Cotporation did not invoke the provisions of the penalty clause in  
the contract against the Contractor for his failure to fulfil the con- 
tract. The Committee could not get any satisfactory explonatwn 
jot this favoured treatment to the contractor. They suggest that the 
Corporation should conduct an early enquiq  into this matter. 

Ertra Expenditure Due to not Availing of the Best Available Offer- 
p u n  16 of the Audit Report 

00. In the above case, the contractor while quoting rates for 2 
years' contract offered still lower rates for 3 or 4 years' contract with 
a stipulation that if the contract was terminated after the expiry of 
one year, no compensation would be charged from the Corporation. 
But an agreement for 2 years only from 7th February, 1954 was 
,entered into with him which provided for earlier termination of the 
.contract on giving three months' notice on either side without any 
liability for any loss or damage suffered or incurred in consequence 
or arising out of such termination. On 7th February, 1956 a second 
contract was enkred into for 3 years for the same items of work at 
rates higher than those in the earlier tender for 3 years. Accord- 
ing to Audit, had the rates for 4 years been accepted with the atipu- 
lation of the tenderers that no compensation would be payable for 
the termination of the contract after the expiry of one year, there 
would have been less expenditure to the extent of Rs. 49,000/- 
(approx.) . 

61. In extenuation it was urged that a long-term contract was 
not accepted as there war no b m  )We intention fa 1951 to operate 
the mine for more than 2 years with manual labour. The Comptroller 



and Auditor General, however, intervened to say that the wording 
,of the tender notice did not support this statement. 

The Committee cannot help observing that with little more fore- 
thought by the Corporation, this extra expenditure could have been 
.avoided. 

Infructuous Expenditure in keeping Operational Establishment idle 
at Maithon for Want of Reclamation Work-para 22 of the Audit 

Report 

62. The Superintending Engineer, M.E.M. Circle posted opera- 
tional staff at Maithon from November, 1952 for reclamation work. 
Small blocks of land were available from November, 1952 to August, 
1954. For nine months during the period from February, 1954 to 
March, 1955. the staff and machines were practically idle. The ex- 
penditure on staff excluding overheads for the period of nine 
months worked out to Rs. 95,881. This expenditure was ignored by 
the Executive Engineer in working out the unit rate of reclamation 
charges per acre. 

63. In evidence, the Committee were informed that though the 
staff were posted for reclamat~on work in November, 1952, the 
machines were moved In December, 1953 to the operational area 
and the reclamation work started In the middle of January, 195+ 
In reply to a question why the staff was not utilised on other work 
durlng those thlrtecn months, the Committee could not get a satis- 
factory answer In the opznmn of the Committee, the Corporation 
have ened  onl?~  tn sendmg more staff and equipment than war 
nccessarg for tJie land atuilable for reclamation but also in allowing 
the stag to remarn tdle u ~ t h o u t  betng utilrsed on other work. 

64 In reply to a question. the Financial Adviser, D.V.C. stated 
that the decision taken by the Corporation to ignore the expenditure 
on the above staff in working out the unit rate per acre was not 
brought to his notice 

65 The Cimmlrtce t ~ ~ e r e  surprrsed to hear thu. Under the D.V.C 
Act. thc F~nanctnl Adruer 7~las respomtble for the preparation of the 
Budget of thc Corpomtton, t h e  compllatlon of the annual and othet 
,.-, . r , I  1 . .. rzwi for supervision of the m a n w  in which rhc 
accounts of the Cwporatton are nautntatned and ma& avatlable fur 
Audtt. I t  urm, therefore, hts duty to have ensured that all connect 
ed expenditure was accounted for under the relevant head of account 
so that the untt cost, rate etc. were worked out taking rnto account 

a11 the espendrture. It ts, thereforel et91dent that he had failed in 
his duty. 
~ ! ) ( A I I ) I . S  3 



GENERAL 

Fishery Scheme--Stocking of Tilaiya Reservoir started in 1953-54-- 
para 25 of the Audit Report 

66. According to this Audit para, the total direct expenditure 
upto the end of 1956-57 under the head 'Works, Fisheries'-which 
includes stocking and commercial exploitation of fish in the Tilaiya 
Reservoir and purchase of miscellaneous equipment, scientific instru- 
ments, fish gear etc. and other works, was Rs. 2,23,437. The total 
direct expenditure under "Establishment" upto end of 1956-57 was 
Rs. 1,00,168/-. As against the expenditure of Rs. 3,23,605 excluding 
indirect expenditure such as share of overhead charges, interest on 
capital etc., the receipts and recoveries recorded upto the end of 
1956-57 amounted to Rs. 11,945,'- which consisted mainly of licence 
fees and royalties from fishermen. 

67. The Committee understand that the total expenditure upto the 
end of 1957-58 was Rs. 4.26 lakhs and the receipts were Rs. 21,572 
only. In evidence, the Financial Adviser, D.V.C. informed the 
Committee that this Scheme was started on the advice of the 
Fisheries Adviser to the Government of India. The scheme was 
still in its experimental stage and it rnight become productive only 
from 1961-82 

Attention of the Committee was, however, drawn by the C o m p  
troller and Auditor-General to a statement made in the scheme sanc- 
tioned by the Corporation that 'considering its water spread, it is 
estimated that the Tilaiya Reservoir can support about 30 millions 
of hger-lings making an allowance for mortality, perdtion etc. 
which in total may extend to 50 per cent.' 

68. In view of the above, the Committee c m r d e r  that the imple- 
mentation of the scheme is not as it should be. While they appre- 
ciate the cautious approach of the Corporaticin in thu matter, they 
jeel ooer-caution might result in the erpendituse becoming nuga- 
w. ff the ultimate aim is  to make the r c h m  a cumwcia2 pro- 
position, the Cwpotation rhould phase the scheme in a manner which 
r i l l  Jacilitcrk its fruition. They would be welEadvioed to phn 
crccordingly in conncltotion with the expert$ on Fuhcrieo. 



69. The Committee understand that the Corporation had ram- 
tioned on the 17th March, 1958, an  expenditure not exceeding 
Rs. 14:25 lakhs for fishery works during the Second Five Year Plan 
in all reservoirs. The Committee expect that the extension of the 
scheme to the other reservoirs will be based on sound technical 
advice, especially when, the experiment at Tilaiya according to the 
Corporation, is still in the investigation stage. 

Purchase of Boats for use on D.V.C. Lakes--para 26 of the Audit 
Report 

73. On the 30th March, 1955 an ex-ruler who had some motor- 
driven pleasure boats made an unsolicited offer to sell those boats 
to the Corporation. While stating that they were in excellent con- 
dition and might be useful on the D.V.C. lakes and reservoirs, the 
owner observed that they u m d d  deteriorate if not put to constant 
use. On the 16th May 1955, the Corporation recorded a note to the 
effect that the boats should be purchased as it would be difficult to 
obtain them at anything like this price from anywhere else in the 
world. According to Audit, there was no provision in the project 
estimates for the purchase of the boats; nor was there any irnme- 
diate necessity for purchasing them which might be required, if at 
all, in the operation stage and not in the construction stage. The 
Corporation, however, finally decided on 27th May, 1955 to go ahead 
with the purchase of the boats. The number of boats actually pur- 
chased was 27 plus 8 engines (without boats) and a bank draft of 
Rs. 66,590 was issued to the ex-ruler on 11th June, 1955. 

71. The total expenditure incurred on the purchase of the boats 
including incidental itcms such as freight, insurance. handling 
charges, etc., and the construction of a Jetty amounted to Rs. 73,105/-. 
The total working cxpenses during the two years 195556 and 195657 
on account of salary of drivers and mechanic and wages of muster 
roll labour plus petrol and oil and repairs amounted to Rs. 18,984. 
The total reuenue realised from the tourists for use of these boats 
during the pears 1 9 5 S  and 1956-57 was Rs. 89/- only. In 1957-58. 
the Corporation is + w e d  to have sustained a loss amounting to 
as .  6.898.X in the maintenance o j  these boats. 

72. From the evidence given before them, the Committee learn 
that the basts were purchased as the price q u o t d  for them was very 
low. (In response to an enquiry in 1954, the only firm which had 
mch boata quoted 29,000 for each). Even the Financial Adviser 
sdvlsed against the purchase of the boats nt the construction stage 
and in so large ;i number. The Chairman of the Corporation congi- 
&red it 'a purely businesslike proposition' and sanctioned the 



purchase on 27th May, 1955 after consulting the other Members of 
the D.V.C. The Committee consider it unfortunate that the Chuir- 
man should have acted in this manner disregarding the advice of the 
Financial Adviser. He displayed undue haste in putting through 
this deal which lacked justific~tion. The Committee would like to 
know whether the Financial Adviser communicated this case to the 
Government of India for decision, as required under the existing 
convention and whether any action was taken by the Government 
thereon. 

73. From a note (Appendix I?, Item 8) submitted to them, the 
Committee learn that besides these 27 boats, there were another 1'1 
boats which were purchased by the Corporation during the years 
1952 to 1957. The Chief Engineer had bee-n asked on 7th October, 
1958 to re-examine the whole matter and to assess the absolutely 
essential requirement of boats after taking into account these 17 
boats also so that the muximum number could be sold out. 

74. The Committee desire that this mutter should be finalised 
without any further delay and the surplus boats disposed of to the 
best advantage of the Corporation. 

Expenditure on Ranchi Move--para 27 of the Audit Report 

75. In May, 1954, it was decided that the Corporation would spend 
about 3 months at Ranchi, from about the middle of June to about 
the middle of September each year largely to maintain a liaison with 
the various Departments of the Government of Bihar. The move 
was not effected in 1954 as residential and office accommodation 
could not be secured. The move took place in the summer of 1955 
and 1956. The periods spent by the Chairman, Members and the 
Financial Adviser at Ranchi during the summer months of 1955 
and 1956 are stated below: 

Chairman 42 days 17 days 
One Member 31 days (He was Chairman in 1956) 
Another Member 16 days 9 days 
Financial Adviser 5 (lays 1 dag 

Three houses were leased on a full year basis a t  a rental of 
Rs. 987-8-0 per month from April, May and June, 1955. Onc of the 
houses was mtended for the use of the Chairman, the second house 
was taken for Camp OfRce purpose where non-gazetted stafl were 
also accommodated and the third house was hired for use as Circuit 
House for Members, Financial Adviser and other officers. Watch 



and Ward and conservancy stafT were entertained throughout the 
year. The expenditure on rent and other charges was Rs. 12,762 in 
1955 and Rs. 17,905 in 1956. Furniture including linen, crockery, 
cutlery, utensils and carpets costing Rs. 14,079 was acquired during 
these two years. The direct expenditure for the move was Rs. 44,459 
+n 1955 and Rs. 28,198 in 1956. I% addition there had been indirect 
expenses which had been booked against other heads e.g. frequent 
telephone calls between Ranchi and Calcutta, sending of couriers, 
T.A. of oficers called f w  consultation, postal and freight charges on 
transmission of papers and files etc. 

Three other houses had been rented in February, 1955 at Ranchi 
and they were surrendered in June, 1955 as unsuitable after incur- 
ring an expenditure of Rs. 2,893 on rent. 

76. Explaining why the Corporation could not move to Ranchi, 
the Chairman D.V.C. observed in evidence that as there were floods 
in 1956, the Chairman and other Members of the Corporation had to 
be 'at the distress points'. He, however, admitted that the purpose 
af this move which was to have liaison with the Bihar Government 
was not fulfilled as the officers' sta?~ at Ranchi was too brief. 

The Committee, however, understand from Audit that the move 
to M e h i  was subject to the following conditions: 

(i) Residential and Offlee accommodation at Ranchi would bt 
arranged by the Government of Bihar; and 

(ii) Bihar Government would also move to Ranchi. 

Though the Bihar Government did not move to Ranchi in 1957, 
~e Corporation did so. The period of stay at Ranchi during 1957 
was as shown below: 

Chairman 
One Member 
Another Member 
Financial Adviser 

21 days 
7 days 
7 days 

Nil 

This resulted in an expenditure of Rs. 22,653 during 1957-58. 

77. The Committee would, therefore, observe that the m w e  to 
Ranchi in all the years lacked justification and thv e . x p d i t i t r e  
-wed thereon was completely umstefil .  
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Para 92 of 3rd Report-*Headquarters Construction 

78. In para 92 of their 3rd Report, the Committee suggested that 
since the operational work of the D.V.C. was almost complete, they 
should seriously consider the question of shifting their Headquarters 
from Calcutta to some other place in the Valley and take immediate 
action to dispose of the property acquired by them at  Ranchi at a 
cost of Rs. 7.8 lakhs in 1950-51 for construction of Headquarters odace 
and thus redeem the funds locked up in this transaction. 

79. In evidence, the representative of the Ministry informed the 
Committee that the permission of the Government of Bihar WM 
necessary before the Corporation could sell the land. The Govern- 
ment of Bihar were not giving the permission pending the settlo 
ment of the question of the Headquarters of the D.V.C. This subject, 
the Committee were informed would be discussed at the next meet- 
ing of the participating Governments m d  the representatives of the 
D.V.C. 

80. This question has been pending decision for the lcvt 8 years 
or so. The Committee would recommend that now that the Project 
is nearing completion,, the Corporation should settle the location of 
th& Headquarters Ofice in the Valley without any further &hy. 

Air-conditioning of some rooms on the second floor of Anderson 
House-para 28 of the Audit Report 

81. In April, 1954 the Corporation decided to air-condition five 
rooms (occupied by the Chairman, two Members. the Financial 
Adviser and the Secretary) in the South-east Block on the second 
floor of Anderson House, Calcutta. Open tender was not invited for 
the work but only five local firms were asked to submit quotations. 
Four of them quoted as follows: 

(i) 1st firm Rs. 31.700 
(ii) 2nd flrm Rs. 35,165 
(iii) 3rd firm Ro. 42,800 

(iv) 4th firm Rs. 43,800 

In the meantime, two more rooms located In the m~ddlc of the 
block w e n  added to the scheme resulting in an increase by 20% of 
the space to be air-conditioned. The lowest tender was not accepted 
and the work was entrusted to the Arm which quoted Rs. 42,800. No 
rarsano were recorded for the rejection of the lowest tender. In 
reply to an audit query, the Corporation e r p b e d  on 20th August, 
1957 that the lowmt tender wu, not accepted because the capacity 

-- 
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.of the plant offered by that firm would have been insuf3icient for air- 
conditioning the enlarged area. The Corporation, however, asked 
the 4th firm whose tender was the highest and the third firm whose 
was the second highest as to the adequacy of their plant Lor air- 
conditioning the enlarged area. No such inquiry was made of the 
firm whose tender was the lowest although the capacity of the plant 
offered was of approximately the same capacity as that of the 
highest tenderer. The work was entrusted to the firm which quoted 
Rs. 42,800 (the second highest) and the purchase order for Rs. 46,353 
was issued on the firm after completion of the work. 

82. In evidence, explaining the reasons as to why the lowest ten- 
derer who offered the plant of approximately the same capacity as 
the highest tenderer was not consulted regarding the adequacy of 
their plant for air-conditioning the enlarged space, as was done in 
the case of the other two firms offering the highest and second 
highest tenders, the representative of the D.V.C. stated that apart 
from the third ilrm whose tender was accepted, the air-conditioning 
units of the other firms were more or less undersized. However, as 
a check, the Controller of Purchase and Stores asked the fourth firm 
which had offered the next biggest unit of 103 tons ictMorming cap- 
city as to the adequacy of its plant for air-conditioning the enlarged 
area. But the firm was not in a position to undertake this. So it 
was thought that when the firm with a unit of 104 tons of ice-form- 
ing capacity could not do the work, there was no point in consulting 
the other fums who had offered air-conditioning units of 10 and 68 
tons. 1 

83. The Committee were given to understand that out of 21 flrms 
on their approved list of suppliers of air-conditioning equipment, the 
Corporation invited quotations only from five h s .  In extenuation, 
it  was urged that as summer had already started, it would not have 
been possible to instal the plant if open tenders from all the 21 
h s  had been invitd. 

04. The Committee are not satisfied with the explanations fur- 
nished by the Corporation. In their opinion, the ptocedu~e fdlowcd 
in this case was very objecr~onab'le. Since the space to be aireon- 
drtioned wcra increased and two of the fim ofleting the hiyhest and 
second highest tendem w e r e  conoulted about the adequacy of their 
plant jot the ~rmeated area, the decision not to consult the firm oflu- 
ing the b a e s t  tender lacked j w t i f i m t i a  In the contest of the fact 
thut this firm had oflered a plant of ptactSccruy the smna capacity as 
that oflc+cd by the higher tendeter, it u <rpporW that the Corpora- * hod; elreedy &cided to p l ~  the c o * t ~ ~ c t  with * waolJ -- 
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M e r e r  for reasoils of their own. T;i;: Committee are also not con- 
vinced of the plea of urgency fo7 not calling for open tenders frm 
all the 21 approved suppliers of air-conditioning equipment. As all 
the firms were in Calcutta, an  enquiry could have been made simulta- 
neously from all of them. 

85. The Committee have come across a number of cases where plea 
of urgency was often put forth whenever the administ.ration failed to 
observe the prescribed mles and procedure. On scrutiny, however, 
m most cases the urgency could not be established. The Committee 
coould urge that strict irrstructions be issued by Gwemment to all 
Executive Oficers that no deviation should be made from the 
presdbed  procedure unless there was a compelling necessity. 

Writes off and losses etc.-para 29(a) of Audit Report-Items (iii) 
and (iv)-Purchase of Concrete Mixers 

86. Rs. 5,946 being the value of one Anderson Concrete Mixer pur- 
chased in 1950 for the Mechanical Division of the Barrage and Irriga- 
tion Project and Rs. 7,6331- being the value of one Blow Knox Drum 
type Portable Mixer also purchased in 1950 were written off as they 
were found unserviceable and beyond economic repairs. The first one 
was not used at all since its purchase, while the letter was used for 
a purpose other than that for which it was intended, resulting in its 
early wear and tear. 

87. In a note [Appendix 11, Items 9(b&c)] submitted to the Com- 
mittee, it has been stated that no specific sanction of the Corpomtion 
was obtained for the purchase of these mixers. Both the Mixers 
were purchased from Railway surplus in 1950 on the basis of selection 
made by the Engineer-in-Charge from the disposal list against future 
requirements for construction of the Durgapur Barrage. It  has been 
admitted that the Anderson Mixer was a bad purchase as the Mecha- 
nical Englneer condemned it as unserviceable in October, 1954 and 
stated that I: required major overhauling and heavy repairs which 
would be tineconomical. 

The Blow Knox Concrete mixer was put mto cornrnisslon for 
washing gravel In connection with the construction of the Durgapur 
Barrage, as the Gravel Washing Plant in course of manufacture at the 
Malthon Workshop was not available until January, 1954. Even aftc-r 
that the Mixer uu.; continued to be used for washing gravel, as the 
Gravel Washing Plant  manufactured in the Maithon Workshop was 
not found suitable for the type of soil encountered and it was not also 
sufficient to cope with the large volume of gravel washing that had 
b be done. Although the Engineers were aware that n concrete 
Mixer deteriorated rapidly bv gravel washing "this course h.d to be 



33 
resorted to with a view to malntdining the progress of work which 
would otherwise have suffered seriously with consequential loss which 
would have far exceeded the price of this plant viz. Rs. 7,630". The 
two plants were sold in June, 1957 for Rs. 1,400. 

88. The Committee regret to observe that this is a typical case of 
scant regard for public funds. I t  ha9 been stated by the Corporation 
that as the officers concerned had left the service of the Corporation 
before the case came to notice, no further act& could be taken an 
the mutter. But the Committee find from the evidence before them 
that the Corporation could have instituted investigation into the pur- 
chase much earlier. 

89. The Committee understand that the Engineer-in-Charge (B & I) 
who selected these mixers for purchase is a t  present working as e 
Superintending Engineer under the Government of West Bengal. from 
whom his services were borrowed by the Corporation. 

The Committee would like the inegularities committed by the 
Engineer-in-Charge in this case to be communicated to the G o u  
emment of West Bengal (where he is worlilng at present) for such 
action as m y  be considered necessary. They would also urge that 
action should now be taken to fix the responsibility on the Inspec- 
tw of the Corporation, who certified that the machines were in good 
wwking condition at the time of their purchase. 

Non-Imposition of Penalty-para 29(b) of Audit Report 

90. In accordance w t h  clause 22 of the power-supply agreement 
with the consumers, the Corporat~on should present the bill to the 
consurncr w t h m  15 days of the exp~ra t~on of the calendar month for 
payment within 31 days from the date of receipt of the bill. Clause 23 
~ h ~ d  provides that the defnultmg consumer should pay a surcharge 
of one per cent per month from the due date of payment of the 
monthly bill for pow(.: s~:pr!ied. The provision of this agreement 
was not enforced upto 31st March, 1957. (Corporation started to 
supply power to the consumers with effect from 1st January. 1952). 
The Corporation have since sanctioned waiver of recovery of 
Rs. 54,645 on this account. 

91. The reasons given to Audit by the Corporation for non-en- 
forcement of penalty were (a) the initial failure of the Corporation 
to present the bills within the stipulated time and (b) the inability 
of the consumers in the initial stage to make payment of bills 
strictly in terms of agreement due to (i) lack of procedure for scru- 
tiny of meter readings end power supply bills h initial stage of sup 
ply; (li) wme clartflcatlon in respect of power oupply bills on the 



"more of meter readings and billing procedure etc; and (iii) procedu- 
ral delay in respect of payment by the Government Agencies. 

92. The Committee understand (Appendix 11. Item 10) that the 
Corporation authorised the Commercial Engineer in March, 1957 to 
waive penalty upto a limit of Rs. 1,000 in each case. Even during 
1957-58, the Commercial Engineer waived a sum of Rs. 4006:22 nP. 
in exercise of this delegated power and the Corporation had written 
off P sum of Rs. 1097-16 nP. 

93. The Committee see no justification for the waiving of penalty 
by an autonomous and commercial Corporation like the D.V.C. f w  
delay in payment of dues by the consumers including private c o w -  
mers Lor the supply of power continuously for six years from 1951-52 
to 1957-58. The plea put forth by the Corporation that some period 
was necessary to enable the consumers to get accustomed to the pm- 
cedure of billing, scrutiny of meter readings and procedure of pay- 
ment during the initial stages of supply is hardly convincing, as nor- 
mally the consumers of power are eqec t ed  to pay the charges billed 
for and to point out errors in the bills separately. 

The Coqmration i s  stated to be considering the proposal of intro- 
ducing a Rebate System for payment by a specipd date on t h ~  lines 
sitnilat to that in fwce in the Calcutta Electric Supply Corporation 
instead of the present system of penalty. The Committee desire that 
this matter should be finalised quickly. They would like to watch 
the results of the working of the new procedure through the tubse- 
quent  A d i t  Repvrts. 

Beconciliation of balances of stores with Financial Accounts-para 
31 (8) of Audit' Report 

94. It has been pointed out in the Au&t Report that the reconcilia- 
tion of the value balances of stores in the ledgers with those appearing 
in the financial accounts has not been carried O U ~  In any Division or 
Workshop. 

95. From a note [Appendix 11, Item l l (c)]  submft td to them, the 
Committee understand that the reconciliation of stores ledger 
balances with the 5nancial accounts has been completed except in 
the case of two formations in respect of which the work of reconcilia- 
tion is still m progresa and it will take some more time as the Dlvi- 
sions were experiencing some dlWculty for want of experienced 
personnel. 

98. The Committee regret to note that dcrpite the ob~mrcrtiow 
made by them in pota 13 of thrit l 8 ~ h  Report (193366) ncplrdirg 
Yir as)llrr, u .dlamt ncMdard of s t o r ~ i o c c o u ~  w k k  b ucu- 



rary for avoidance of pilferage and loss of stores by fraudulent 
means, hao not so far been achieved by the Corporation. 

Cold Storage Plant at Burdwan-para 31(g) of Audit Report 

97. The pro forma Account in respect of this plant upto 1956-57 
showed a net loss of Rs. 30,084. 

From a note submitted to them [Appendix 11, Item 11 (f) ] the 
Committee learn that the un-audited p r o f o m  balance sheet and 
the profit and loss account of this Plant dioclose a loss of about 
RB. 72,600 during 1957-58. In extenuation, it was stated by the Cor- 
poration that the working of the Plant during the 1957-58 season was 
more of an experimental nature. According to the estimates f o r  
1958-59, the Corporation expected a net profit of about Rs. 27,000 and 
the deficits of the first two years ending March, 1958 would be 
wiped out by March, 1961, if not earlier, and the Cold Storage Plant 
would stand on its own feet thereafter. 

The Committee wouId like to know the actual results of the 
working of this plant during 1958-59. 



OUTSTANDING RECOMMENDATIONS 

Utilization of waters stored in Tilaiya and Konar Dams* 
98. In para 7 of their last Report on the D.V.C. Accounts (3rd Re- 

port). the Committee pointed out that although the Tilaiya Dam was 
completed in December, 1952, it  had not been found possible to uti- 
lise the waters for irrigation purposes even then (1958). The same 
is the position even now. The D.V.C. have restated that thc pro.;- 
pects of irrigation in the upper reaches of the Valley were poor. 
The technical experts were against irrigation being provided in Rihar 
on the ground that it was uneconomic. All that has been done so far 
in this direction is that the Tilaiya High Level Irrigation Scheme 
costing about Rs. 35 lakhs has been worked out and is still awaiting 
Government's decision. However, according to the D.V.C., the anti- 
cipated financial return on this scheme indicates that the scheme 
cannot be productive. In t h e  light of this anticipation, the Com- 
mittee would Like to caution the Government of India and the D.V.C. 
against incurring any further expenditure towards t h t  implementa- 
tion of this scheme. 

99. So far as the Konar Dam is concerned, it was constructed at a 
cost of Rs. 9.8 crores. Although completed in September, 1955, it 
has not been found possible to utilise the water stored therein for 
irrigation purposes. As regards the generation of hydro-power from 
the Konar Dam, the D.V.C. have stated that this question has been 
deferred on financial grounds as it was felt that for the same cost 
new thermal plant of greater capacity can be put up. 

100. In the course of t h r  examination, the Committee put a 
pointed question to the Chairman, D.V.C. about the utility of t h k  
Dam. In this connection. he stated as below: 

" I f  we look at thzngs with the knowledge we now possess. uqr 
u-rmld not buzld Konar Dam again". 

The Committee do not cwnstder any further comments necessary. 
101. As regards the low level irrigation scheme in the Durgapur 

area, the Committee note that the Report of the Lower Damodar In- 
- -- - - - -- - - - - - - -- - -- 

*See also S Nos 6 and 30 ni the Statement showing act~on taken on 
the Outstanding Rt.commendationq of the P A C  (Appendlx I )  



vestigation Committee set up by the D.V.C. is still under considera- 
tion of the Government and the D.V.C. In this connection, the Com- 
mittee would emphasise the necessity of having a proper unified 
development of the entire lower valley as a whole instead of rescn-t- 
ing to the solution of individual problems for local and short-tern 
benefits. 

*Revision of construction schedules of Maithon and Panchet Hill 
Projects-paras 23-32 of the 3rd Report (Second Lok Sabha) 

102. The Committee in para 32 of their 3rd Report commented 
upon the delay in the construction schedule and upward revisions of 
the estimates of the Maithon and Panchet Hill Projects and they ex- 
pected that the Corporation would now adhere to the revised sche- 
dule for completion of these Projects. 

103. According to a note (Appendix I, Annexure 111) submitted 
by the Corporation, it had not been possible to complete the Maithon 
Hydel Station within the target date. The three units of the Maithon 
Power House were scheduled to go into operation in June 1957, Sep- 
tember, 1957 and December, 1957; but the first and the second units 
went into operation on the 31st October, 1957 and 31st May, 1958 
respectively while the third unit was commissioned in August, 1958. 

104. The Panchet Hill dam was scheduled to be completed by 
December, 1958. But this schedule had again been revised and the 
concrete dam and the Power House were now expected to be com- 
pleted by June, 1959 

105 The main reasons given for the delay in the case of Maitha 
.are: 

( i )  Delay in delivery of the Actuator Control Panel for Unit 
No. 1 which was received at site only in June, 1957. 

( i i )  Non-availability of oxygen for a long period during 1957 
on account of strike in Indian Oxygen and Acetylene 
Co.3 Works. 

(i i i)  Flight of experienced Welders to better paid jobs in near- 
by projects causing serious set-back to progress in 1957. 

* S c p  & U  : 1 of tht' St;ltcm:~rlt I f Outstand~ng Recommendations ( Appco- 
d u  I ) .  



(iv) High incidence of influenza In the camp in 1957 leading 
to heavy absence from work. 

(1.) Non-receipt of components of Hydro-electric equipment 
in time. 

The D.V.C. have further stated that procurement action in r e y  
pect of adltional components and accessories including 3 Actuator 
Control Panels which were found necessary in the course of execu- 
tion of work was initiated in August, 1956 with the manufacturers 
of the main plant. But the materials were actually received at site 
in June, 1957. 

106. The Committee can do no more t han  to reiterate the recom- 
mendation made in para 32 of their 3rd Report (2nd Lok Sabha) that 
delays in the execution of works resulting from non-stocking of essen- 
tial spare parts could be curtailed with proper planning and fore- 
sight. 

The primary reasons given for the delay in the case of Panchet 
Hill Projects are (i) non-adherence of the supply dates by the two 
suppliers of timber for shuttering and (ii) delay in delivery of thc 
spillway gates by TEXMACO. 

It has been urged by the Corporation that considerable difficulties 
had been experienced in locating reliable suppliers of timber for 
shuttering. In  these circumstances, the 1st supplier was allowed 
extension of time from time to time. As he could not complete the 
supply even by the last extension date which expired on 31st July. 
1958, his contract had been rescinded on 28th August. 1958. The 
dues of the supplier amounting to Rs. 9,600 have been witheld pend- 
ing settlement of the question of penalty. The Second supplier was 
also ellowed exknsion of time. 

107. The Committee see no reason why no penalty could be lnt- 
pased on both the suppliers JOT n o n - d e l i v q  of the timber by  the 
s t ip luted date. They wouM like t o  be apprised of the final o u t c m c  
oj the action w h  taken against them and aIso of the fulfilment of 
the contract by TEXMACO. 

108. TAe Committee view with great concern the tepeated 
ehangu in the schedukd dates for the completion of there two pro- 
jack as they add to  the cost of the projects considmh:y nnrl ~YTPP*  
W r  productivity. I t  shwld now be pmib le  jor the Corporation t o  
d h . t e  to the rcoired Schedule for t h d r  complttion 
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*Purchase of unsuitable Wagon Drills: Paras 33-35 af 

3rd Report (Second Lok Sabha) 
109. The Committee in para 35 of their 3rd Report suggested the 

expeditious disposal of the 12 C.P.T. Wagon Drills purchased a t  a 
total cost of Rs. 1,69,004 for the excavation of Diversion Channel of 
the Maithon Dam, which were found unsuitable for the work and 
had to be abandoned. 

110. The Corporation have stated that out of the four drills ear- 
marked for Nagarjunasagar Projtct, only one had been taken by that 
Project. The Kaiser Corporation of Jamshedpur to whom five drills 
were allotted had since withdrawn their requisition. The Bombay 
P.W.D. inspected the drills in September, 1958 and had since placed 
a firm indent for 7 wagon drills out of the surplus of 8. The Com- 
mittee would like to be informed of the final disposal of these drills 
and the total loss sustained by the Corpo~ation in this case. 
@Excess pa jment to Mcurs. Hind Patel & Co., for certain items of 

work done on Konar Dam: paras 88-89 of 3rd Report 
(Second Lok Sabha) 

11 1. The Public Accounts Committee had earlier commented upon 
this case, which related to an excess payment of the order of Rs. 119 
lakhs or so to Messrs. Hind Patel and Co., for certain items of 
work done by them at Konar Dam, first in Chapter VI of their 15th 
Report nnd again in para 37 of their 18th Report (First Lok Sabha) 
and paras 88-89 of their 3rd Report (Second Lok Sabha). 

112. In the course of evidence, the Committee were informed that 
the arbitration proceedings in this case were still going on and were 
expected to last till the end of December, 1958.** Till 21st August, 
1958 (a period of about 2 years), 97 sittings had been held and the 
expenditure on arbitration had amounted to nearly Rs. 2 lakhs. The 
Arbitrator who is a retired High Court Judge is being paid a t  the 
rate of Rs. 3,000 per month minus his pension. The Corporation are 
being assisted by a lawyer who is being paid a fee at the rate of 
Rs. 1,000, per day ui  his appearance. 

113. The overpayment occurred in 1950-51. The successive Public 
Accounts Committees have expressed their concern over the halting 
manner in which t h s  case was being dealt with by the Corporation 
and the Government of India. 

-- 
'See 5 No 12 of the Statement of Outstanding Recommendations (Ap- 

Dtndlx I ) .  
@See also No 26 of the Statement of Outstanding Recommendatmns 

(Appendix I). 
*'The Ministry ot Irrigation & Power have n o r  mtlmakd vsde their 

omcc memorandum No 18(6) DVC/58 dated 11th April, 1959 that it a 1 1 1  take 
at lrut another ux months for the proceedings to come to a close 



The Committee of 1957-58 were informed that the contractor had 
agreed to make good to the D.V.C. whatever amount was adjudged 
by the arbitrator as overpayment. The arbitration deed was execut- 
ed by the parties in January, 1957 and the award was expected by 
April, 1958. (An extension of six months was given from October, 
1957-the original date fixed for the award). 

114. Although 97 sittings liad taken place and the expenditure 
incur~ed so far on arbitration amounted to nearly Rs. 2 lakhs, the 
matter has not yet reached a settlement. The C m m i t t e ~  are 
amazed at the manner in which things are allowed t a  takc ?heir own 
course. 

NEW DELHI; 
The 5th April, 1959. 

- 
Chaitra 15, 1881 (Saka) 

N .  G .  RANCA, 
Chaitman., 

Public Accounts Committee. 



PART II 

PROCEEDINGS OF THE SITTINGS OF THE PUBLIC ACCOUNTS 
COMMITTEE HELD FROM 25TH TO 27TH AUGUST, 1958 

AND 5TH APRIL, 1959 



PROCEEDINGS* OF THE NINETEENTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON MONDAY, 

THE 25TH AUGUST, 1958 

115. The Committee sat from 14.30 to 17.00 hours. 
PRESENT 

Shri T. N. Singh-Chairman 

2. Dr. Ram Subhag Singh 
3. Shri Arun Chandra Guha 
4. Shri N. R. M. Swamy 
5. Pandit Jwala Prasad Jyotishi 
6. Shri  Rameshwar Sahu 
7. Shri T. Sanganna 
8. Shri Upendranath Barman 
9. Shri  Prabhat Kar 

10. Shri H. C. Dasappa 
1 1 .  Shri Khushwaqt Rai 
12. Shri Aurobindo Ghosal 
13. Shri  Jaipal Singh 
14. Shri Amolakh Chand 
15. Shri T. R. Deogirikar 
16. Shri  S. Venkataraman 
17. Shri Iiohit hlanushankar Dave 
18. Shri M. Basnvapunnaiah. 

-- - 
*EhrLer S ~ t t ~ n g s  relate to the Cons~dcrat~on of the Accounts of the 

Govt. of H~machal I'radsh, 9nilways. Covl. of Delhl, P. & T. Department 
etc. 



Shri P. C. Padhi, Additional Deputy Compt.1.oller and Auditor 
General. 

Shri D. C. Guha, Additional Accountant General, West Bengal, 
(D.V.S. & S.P.). 

Shri V. Subramanian, Deputy Secretary 
Shri M. C. Chawla, Under Secretary. 

Ministry of Irrigation and Power 

Shri T. Sivasankar, Secretary 
Shri R. R. Bahl, Joint Secretary. 

Damodar Valley Corporation 

Shri J. P. L. Shenoy, C h a i m n  
Shri A. M. Komora, Chref Engtneer 
Shri U. K. GhosaI, Secretary 
Shri S. M. Banerjee, Financial Adviser 
Shri K. M. Chinnappa, Addi t iml  Chief Electrical Engtneer 
Shri K. Subramaniam, Commercial Engineer. 

Ministry of Finance 

S h  S. Vohra, Joint Secretary, (Department of Erpenditure) 
Shri R. Saran, Deputy Secretar!/, (Department of Econmnic 

Affai~s)  

AUDIT REPORT ON THE ACCOUNTS OF THE DAMODAR 
VALLEY CORPORATION, 1956-57 

Powers and functions of the Financial Adviser, Damodar Valley 
Corporation 

116. At the outset, the Committee wanted to know what happen- 
ed when the furancia1 advice g v e n  by the Financial Adviser was 
mt accepted by the Corporation. The Financial Adviser stated that 
he had a right by convention to refer to the Government of India 
diBerences of opinion where he disagreed with the Corporation's 
decisions and he also included them in his s i x  monthly Report to 



Government. It  was not, however, incumbent on him to refer 
every case of difference of opinion to Government unless he  felt 
strongly about it. He added, further, that in some cases the Corpora- 
tion agreed with his point of view and accepted his advice, in 
others they did not. His duty ended when he submitted his report. 
In some cases the Corporation had referred certain matters to 
Government a t  his instance. When asked to elucidate Government's 
view point on this aspect, the representative of the Ministry of 
Irrigation and Power stated that the Government have not received 
any specific report of disagreement from the Financial Adviser and 
in the absence of any such specific reference the Government did 
not interfere in the date-to-day administration of the Corporation 
as they were precluded from doing so under the D.V.C. Act, 1948. 

Elucidating further, the representative of the Ministry stated 
that under the D.V.C. Act 1948, the Corporation was empowered to 
overrule the Financ~al Adviser. The Financial Adviser was always 
consulted on all matters involving financial implications. ~ u t  it 
was not necessary always for the Corporation to obtain his con- 
currence-the whole object being to ensure that the Financial Ad- 
viser did not hold up the progress of work if the Corporation thought 
that by not doing a particular thing, the progress would be held up. 
A convention had, however, been established in consultation with 
the participating Governments in May, 1951 that in the event of 
difference of oplnlon between the Financial Adviser and the Corpo- 
ration on a matter on which the Financial Adviser felt that a report 
should be made to Government, he could do so. The Government 
could, intervene by issuing directives to the Corporation in the case 
o f  difference of opin~on where the Financial Adviser referred the 
matter to Government. 

When the representative of the Mlnistry was asked whether 
in any case Government had taken such action on the six monthly 
Reports submitted by the Financial Adviser, he stated in reply that 
there had not been any case of that type. He added that if con- 
sidered necessary. the Ministry would send those reports for com- 
ments of the D.V.C. When asked to point out a single instance 
where Government had taken action on the six monthly report of 
the Financial Adviser, the representative of the Ministry stated 
that there was no such case in which Government's intervention 
was felt to bt justified. The Government could interfere only if 
there was a n o s s  violation of financial principles and financial 
proprfety. 

reply to a question as to why the Financial Adviser had not 
exer&ad his right on any occasion to d e r  the difkeIICes af 
ogurlm to &vernment, the representative of the Ministry stated 



that the Financial Adviser had no such powers under the D.V.C. 
Act or the Rules made thereunder even now. It  was, as a result 
of the convention established in 1951, at the instance of the Ministry 
a t  a conference of the Participating Governments that if the Fin- 
ancial Adviser had any differences of opinion with the Members of 
the Corporation, he should record his views and bring the matter 
to the notice of the Government of India. Such a reference was, 
however, to be made under intimation to the Corporation. Then the 
D.V.C. Enquiry Committee, 1952, called the Rau Committee, object- 
ed to this convention. But it was ultimately decided that the con- 
vention should remain to the extent that the Financial Adviser 
should have a right to report to Government implying thereby that 
he need not report each and every case. It  was also agreed that six 
monthly reports were to continue and that it should be confined 
mainly to a broad review of the financial position of the Corporation 
or any other matter of general interest relating to financial matters. 

Replying to the specific question asked by the Committee whe- 
ther he (the Financial Adviser) had exercised this right of repre- 
senting to Government, he stated that in one or two cases. he had 
made specific references to Government which agreed with him and 
issued certain directions to the Corporation on procedural matters. 
The representative of the Ministry, however, intervened to say that 
since the inception of the Damodar Valley Corporation, no directive 
had been issued by Government under the D.V.C. Act. 

The Committee then proceeded to take up consideration of the 
Audit Report on the Accounts for 195657. 

Allocation under Section 32 of the D.V.C. Act, Para 2(a) of Audit 
Report and paras* 18-21 of the Third Report of P.A.C. (1957-58) 

117. The question of allocation of expenditure on soil conserva- 
tion, &orestation and other developmental activities under Section 
12(e) and (f) of the D.V.C. Act has not yet been finally settled. The 
opinion of the Attorney General given in February, 1956 that the 
expenditure on developmental activities undertaken by the D.V.C. 
should be shared equally by the participating Governments has not 
been accepted by the Governments of Bihar and West Bengal. 

Giving out the latest position, the representative of the Ministry 
of Irigation and Power while regretting the delay in the settlement 
of the matter, stated that Government tried to persuade the State 
Governments to accept the view of the Attorney General subject 
to certain conventions, but they had asked for an opportunity to be 

-- - - - - - -- - - - - - 
*7wm 9 of Stntanent of Outstanding Recommendations (Appendix I). 



heard by the Attorney General. The comments of D.V.C. were 
received only a day or two ago and these were being sent to the 
Attorney General. He assured the Committee that the soil conser- 
vation work was going on and the afforestation work was also pro- 
ceeding apace. He added that the soil conservation and afforestation 
were two facets of the same problem and the Government were not 
quite happy about the delay and he promised to get the decision in 
the case expedited. 

In reply to a question, the representative of the Ministry stated 
that unless they took measures now to see that soil erosion was efec- 
tively checked there was a danger of the darns getting silted up 
quicker. Government, he said, had taken up thk matter as a general 
question with the Planning Commission. He, however, admitted that 
not enough was being done in the matter of soil conservation which 
he described as an expensive business. 

The Chairman, D.V.C. stated that according to some foreign 
experts, Rs. 50 crores would be reqtjired for afforestation and soil 
conservation etc. and it would take fifteen years to do this job. The 
funds allotted to D.V.C. for the last two years for this purpose were 
inadequate. Only recently Rs. 50 lakhs had been allotted and they 
intended to utilise the amount to the fullest extent during the next 
two years. He, however, pleaded that it was extremely d~fficult to 
do anything spectacular in an area where there was water only dur- 
ing three months in the year. and therefore, afforestation was a 
serious problem and soil conservation was difficult. The state of 
affairs had been further aggravated by the uncontrolled grazing of 
cattle. Fencing of areas could stop this. But that was very expen- 
sive. The administration were endeavouring with the limited funds 
at their disposal to fence as much as possible. 

I n  reply to a questzon he stated that in the estimate for the cons- 
truc'tzon of the dam, no  pro?-won was made for aflorestation which 
was necessary whether the dam was constructed or not. Most of the 
lands in the D.V.C. area were owned by farmers. The Corporation 
had to enlist the co-operation of the cultivators which was rather 
difficult to get and whatever work had been done in the past, had 
been inadequate. They had not yet drawn up any scheme for soil 
conservation as they had not yet been able to get any indication of 
what funds would be placed at their disposal. The nature of their 
scheme would depend on the size of the funds available. It was 
pointed out to him by the Committee that even though the Cmpora- 
tion had budgeted nearly Rs. 12 lakhs under soil conservation in 1957- 
58 they had spent only about Rs. 6 lakhs which indicated that finance 
was not the real difieulty. The Chairman of the D.V.C. stated that 
the Corporation was trying to accelerate the programme and he honed 



that in the next two or three years or by the end of the Second Five 
Year Plan, they would make appreciable progress in the field of 
afforestation. 
Allocation under Section 33: Para 2 (b) of Audit Report and *Para 

22 of the Third Report of the P.A.C. (1957-58) 
118. According to Section 33 of the D.V.C. Act, expenditure common 

to two or more of the main objects is required to be allocated to 
each of the main objects in proportion to the expenditure which 
according to the estimate of the Corporation would have to be incur- 
red solely for that object. But this estimate has not been finally made 
by the Corporation The question of allocation of common expendi- 
ture on Tilaiya, Konar, Maithon and Panchet Hill was referred to a 
Committee consisting of the representatives of the D.V.C. and the 
m c i p a t i n g  Governments. But that Committee have not yet sub- 
mitted their report 

Explaining the position further the representative of the Ministry 
stated that a t  a conference of-the three participating Governments 
heId in April, 1956, a decision was taken that the question of alloca- 
tion of costs of the dams under Section 33 should be examined by a 
Committee consisting of representatives of the D.V.C. and the three 
participating Governments. The D.V.C. constituted a Committee 
consisting of two representatives each of the participating Govern- 
ments and three of the D.V.C. This Committee met on the 5th April, 
1957 and expressed the view that an authoritative interpretation of a 
certain section of D.V.C. Act should be obtained before they could 
proceed further in the matter. The Ministry of Law were consulted 
and their advice was furnished to the D.V.C. on the 30th July, 1957. 
In December, 1957, the D.V.C. informed the Government that the 
work of the Committee could not proceed further until the water 
potential of the dams had been examined by the Advisory Commit* 
appointed by the Corporation for this purpose and also suggested a 
suitable plan of operation for the use of available water resources. 
The Report of this Committee was expected by the end of August, 1958 
and on its receipt, the Committee on allocation of costs of dams would 
proceed with their work. In reply to a question, the Chief Engineer, 
D.V.C. stated that the storage capacity of the dams was known from 
the beginning but now the water management plans were being re- 
eked on the basis of actual rivet flow records fw the last nine years. 

When questioned as to how 60% was proposed to be allocated for 
power in Konar when in actual practice it  was neither generating 
any power nor irrigating any land except supplying water to Bokaro 
for cooling purposes, the Financial Adviser explained that it was 
according to the origlnal allocation. It was for the participating Gov- 

l um 10 of Statement d Outrtandiag Recommendrtionr (Appcablx I). 



ernments to decide now if the investment did not serve the purpose. 
for which it had been intended or it now served a purpose other than 
that for which it was intended. The decision would depend on future- 
policy as to how Konar would be developed. He further stated that 
when the decision to go ahead with Konar scheme was taken byp 
Government in 1946 they were aware that the scheme would be un- 
profitable. The Chairman, D.V.C. stated that Konar had the poten- 
tial to generate 40,000 kw of electricity but with the same capital 
cost a thermal station with assured supply of power all the year round 
could be erected now. He stated that with the knowledge they now 
have, they would not build Konar dam again. 

As regards Tilaiya, it was stated that it would irrigate land to the 
extent of 10,000 acres and the estimate cost of the scheme was Rs. 35 
lakhs. The financial scrutiny was being done by the C.W. & P.C. The 
matter was under consideration of the Planning Commission and they 
were examining whether the project was remunerative or not. 

Nugatory Expenditure on the Manufacture of Hana Gates for 
Maithon Dam-Para 4 of the Audit Report 

119. Out of an amount of Rs. 15,56,639 sanctioned in November, 
1953 for the departmental manufacture of Harza Gates for the Mai- 
thon Dam and several other fabrication works, a sum of Rs. 3,86,917 
was spent on cost of tools and plant, extension of workshop, construc- 
tion of residential buildings, pay of establishment and cost of design 
both at  Maithon and in Chicago. Eventually, it  was decided in Febru- 
ary, 1954 to provide Maithon Dam with another type of Undersluice 
Gates to be obtained from outside suppliers. 

When asked to state the reasons for changmg the type of the gates 
within four months after incurring a lot of expenditure on prelimi- 
nraries. the representative of the D.V.C. stated that in February, 1954 
a t  the meeting of the D.V.C. Board of Consultants, the number of 
gates at  Maithon and Panchet was reduced from 20 to 6 and from 28 
to 10 respectively. The Board also recommended that standard pro- 
ven type gates should be used and only one Harza type gate should 
be fabricated for installation at Panchet. This Harza Gate was work- 
ing satisfactorily. This type of gate was of a new design and did not 
need any mechanical or electrical power to operate. I t  could be easily 
installed on other dams in India. He contended that this had been 
a successful experiment and the money spent on its design and deve- 
!opment could not be stated to have been wasted. 

When asked why the Consultants had not been consulted original- 
ly before the work on Harza gate was undertaken, the Chief 
Engineer, D.V.C. stated that they* had consulted the Design 
Engineer. In his opinion, there should be a fewer number of 



gates in Maithon and Panchet Hill dams. The Board of Consultants 
were also of the same view and they recommended the standard 
proven types. As a result of the reduction in the number of gates, 
the cost has come down. The Committee pointed out that with the 
reduced number of gates, the cost of manufacturing Harza gates 
would have been much less. The Committee, however, desired to 
'be furnished with further information on the following points:- 

(a) What was the total amount sanctioned for the manufacture 
of Harza Gates and the number thereof? 

(b) What was the cost of departmental manufacture of Harza 
Gates of the various sizes? 

(c) What was the total number of such Gates manufactured? 

Loss of Bricks-Para of the Audit Report 

120. In two survey reports for the write-off of bricks manufactur- 
e d  at Panchet submitted by the Chief Ensneer  in October, 1956, it 
was  stated:- 

(1) 5,63,299 bricks valued at Rs. 12,140-9-0 were abandoned in 
brick fields due inter dia to the following- 

(a) Owing to inability to make adequate transport arrange- 
ments for clearing bricks from the fields some quantities 
were swept away. 

(b) Considerable quantities which had been reduced to small 
bats and clay were abandoned. 

(2) Rs. 29,984 representing the value of 5,69,895 whole bricks and 
-47,666 cft of brickbats were found short in stock. 

In extenuation, the Chairman, D.V.C. stated that good bricks not 
being available anywhere within easy reach and the cost of trans- 
porting bricks manufactured at Maithon being prohibitive, they 
undertook to manufacture bricks at this place with the full knowledge 
that the bricks would be bad and the percentage of breakage would 
be high. An investigation, he added, had been carried out by a Super- 
intending Engineer. But neither the Corporation nor the Financial 
Adviser was satisfied with the result of investigation and another 
investigation had been ordered. The report was awaited since the 
various Measurement books etc. were in the custody of the Court, 
the contractor having filed a suit, the investigation had been held up 

When asked whether the Brick Supply Officer involved in the 
present case was the same person about whom mention had been 
made a t  page 10 of the Eighteenth Report of P.A.C. for not having 
maintained accounts, etc. properly, the Chairman, D.V.C. could 



not say definitely. The Financial Adviser, D.V.C. admitted 
that there had been delay in this case and the loss was due to negti- 
gence also. He further disclosed that the period during which this 
loss occurred was almost the same as the other case cited above and 
the same persons were involved. In reply to a question, the C h a i m n ,  
D.V.C. stated that the Brick Supply Ofllcer had been sent away but 
the Executive Engineer involved in this case wac still there. The 
Chairman, D.V.C. undertook to furnish detailed information with 
regard to the following:- 

"Whether the copy of documents filed in court were produced 
before the Investigating Officer? If not what are the 
reasons therefor?" 

Avoidable Expenditure-Para 7 of Audit Report 

121. Audit has commented that had the import licence been issued 
to the firm immediately after the purchase order for the two belts 
was issued 111 August. 1956, alr freight charges of Rs. 16,61i (against 
sea freight o f  Rs 396 npprox ) would have been avoided. 

The Chief Engineer, D V C stated that they noticed that they 
had no stock before thc monsoon. At  the t ~ m e  they were placlng the 
indent (Apr~l ,  1956) they had none In stock, except what they were 
left withm the actual operation. because ~f one broke, they must have 
a spare H e  contended that thc?  cmuld not therefore. afford to take a 
chance and needed spares. 

L 

The Comptroller and A~ld1t01- Grwxal, however. informed the 
Committee- that Indents t ~ o  belts were placed on 11th April, 1956 
when there were two belts in stock They were subsequently issued 
on the 21st Ju ly  and 12th September 1956. 

The Financial Adviser intervened to say that he had accorded con- 
currencc In the a ~ r - l ~ f t ~ n g  provided the mater~als were required ur- 
gently. He had also suggested that af ter  the sanctron was issued the 
Corpmation should cnqulre whether there were any lapses which 
necess~tated atr-frmght~ng of the materials. But even now thts matter 
did not appear to have been looked Into. The Committee desired that 
an enquiry anto t h p  matter should be made  to fm responsibtltty and 
actton taken. 

122. The Committee the11 adjourned till 14.00 hours on Tuesday, 
the 26th August, 1958. 



PROCEEDINGS OF THE TWENTIETH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON TUESDAY, TRE 26TH 
AUGUST, 1958. 

123. The Committee sat from 14.00 to 17.00 hours. 
PRESENT 

Shri T. N. Singh--Chairman. 

2. Dr. Ram Subhag Singh 
3. Shri Arun Chandra Guha 
4. Shri N. R. M. Swamy 
5. Pandit Jwala Prasad Jyotishi 
6. Shri Rarneshwar Sahu 
7. Shri T. Sanganna 
8. Shri Upendranath Barman 
9. Shri Prabhat Kar 

10. Shri N. G. Ranga 
11. Shri H. C. Dasappa 
12. Shri Khushwaqt Rai 
13. Shri Jaipal Singh 
14. Shri Arnolakh Chand 
15. Shri T. R. Deogwikar 
16. Shri S. Venkataraman 
17. Shri Rohit Manushankar Dave 
18. Sbri M. Basavapunnaiah. 

Shri A. K. Chanda, Comptroller and Auditot General of 
India. 

Shri P. C. Padhi, Addl. Dy. Comptroller and Auditor General. 
Shri D. C. Guha, Additional Accountant General, Wed 

Bengal (D.V.C. & S.P.). 

Shri V, Subrammian, Deputy Secrdasy, 
S M  M. C. Chaw&, Under Secretwy- 



Ministry of Irrigation and Power 

Shri T. Sivasankar, Secretary. 
Shri R. R. Bahl, Joint Secretary. 

Damodar Valley Corporation 

Shri J. P. L. Shenoy, Chairman. 
Shri A. M. Komora, Chief Engineer. 
Shri U. K. Ghosal, Secretary. 
Shri S. M. Banejee, Financial Adviser. 
Shri K. M. Chinnappa, Addl. Chief Electrical Engineer. 
Shri K. Subramaniam, Commercial Engineer. 

Ministry of Finance 

Shri S. Vohra, Joint Secretary. 
(Department of Expenditure) 

Shri R. Saran, Deputy Secretary. 
(Department of Economic Affairs) 

DAMODAR VALLEY CORPORATION 

124. The Committee resumed consideration of the Audit Report 
m the Accounts of the D.V.C. for the year 1956-57. 

Avoidable Expenditur-Para 9 of Audit Report 1956-57 

125. 37 bushings including 7 lightning arrestor units imported in 
May/June, 1951 from Japan for Tilaiya Hydro-Electric Power Sta- 
tion were damaged in transit and rendered unsuitable for use. The 
goods wem all insured against loss or damage. Under the terms, 
the ~nsurakce Company was to pay a sum not exceeding the cost of 
replacement or repairs. In March 1952, the D.V.C. informed the 
Insurance Company that the repaired materials would not be accept- 
able to them as these would not hold the original guarantee of the 
manufacturers, without making enquiry from the manufacturers to 
that effect, and, therefore, made a formal claim for £7,266 upon the 
Insurance Company. By May, 1952 the Corporation sanctioned fresh 
purchase of the materials from the same Suppliers and stated that 
the cost was recoverable from the Insurance Company. At a meet- 
ing held sometime during August to November, 1952, the D.V.C. 



however, agreed to have the repaired materials from the Insurance 
Company as spares. The replacements were received in January, 
1953. 

The Committee wanted to know the reasons for the acceptance of 
repaired materials, as spares. Explaining the extenuating circum- 
s tance~,  the representative of the D.V.C. stated that their endeavour 
was to get replacement rather than repaired material because they 
were not quite sure whether it could be repaired and if r e p a i d  
whether it could' be used as new bushings and would have the 
original guarantee. The Insurancle Company was not agreeable to 
replacement. It  was also hesitating to incur the expenditure of 
sending the goods back to Japan for repairs. As the commissioning 
of the Tilaiya Dam was fixed for January-February, 1953, i t  was not 
considered advisabk to wait till the settlement of the case with the 
Insurance Company and, therefore, a second order was placed on the 
Suppliers. 

Continuing, he stated that while it was true that they were com- 
pelled to incur additional expenditure, they had planned not only 
to keep a small number of these repaired bushings as spares but also 
to modify the remaining ones so that they were suitable for use in 
future equipment because the D.V.C. were going to need more and 
more similar breakers. He added that they proposed to buy these" 
breakers without bushings until all these bushings were used up 
and only a reasonable number was kept as spares. 

When asked how many of the spares have been used up-till now, 
the representative of the D.V.C. stated that luckily no bushings had 
been damaged. 

The Chairman, however, drew attention of the Committee to 
certain facts placed before him by Audit according to which the 
representatives of manufacturers in Japan and their agents in 
Calcutta inspected the goods on 15th September, 1951 and held that 
the goods will not have the three years guarantee if repaired in India. 
At a joint meeting of the representatives of the D.V.C., the agent of 
the supplying firm and the Insurance Company, on 25th January, 
1952, it was agreed that the Insurance Company would pay for the 
replacemmt or complete repairs, whichever was lower, and that the 
agents of the supplying firm would arrange for returning the damag- 
ed goods to Japan for repairs or replacement. The Insurance Com- 
pany asked the Corporation on 28th January and again on 28th April. 
after 3 months to send the damaged materials to the supplier's 
agents for onward transmission to Japan as settled in their joint 



meeting. But the D.V.C. did not hand over the materials and inform- 
ed the Insurance Company that the repaired materials would not be  
acceptable to them. 

On the Committee pressing the issue further as to why the D.V.C. 
did not hand over the damaged goods to the supplier's firm in Calcutta 
for being sent to  Japan for repairs, the representative of the- 
D.V.C. could not give any satisfactory explanation. 

In  reply to a question as to why the Financial Adviser agreed to. 
the second purchase, the Financial Adviser, D.V.C. stated that his 
predecessor dealt with this case and h e  recorded that there was n o  
objection as i t  was presumed that  the cost of replacement was fully 
covered by the Insurance. He further read out to the Committee the 
note recorded by  him in this case saying that the surplus stores 
should be disposed of to the best advantage of the Corporation instead 
of any over-stocking, unless the materials would be required in t h e  
distant future and were not liable to deterioration in the meantime. 
(The materials, it seems, would cover their requirements for nearly 
20 years). 

As the Committee were not satisfied with the explanations giver, 
by the representatives of the D.V.C. they called for a further note 
on the point as to what were the considerations which weighed with 
the Corporation for sanctioning fresh purchase of the material and 
not accepting the repaired material with the original guarantee. 

Progress of Expenditure on Bokaro Thermal Power Station-Para 10 
of Audit Report 

126. On the recommendation of the Estimates Committee in 1952, 
a Committee had been set up  in 1956 by the Government of India 
to investigate whether the  full value for the monev spent on the 
Bokaro Thermal Power Station had been received. The expenditure 
incurred on this Station was Rs. 148543 lakhs upto 31st March. 1957 
against the sanctioned 1956 cstinlatc of Rs. 1492.20 lakhs. 

When asked whether thls Committee has submitted its report, 
the  representative of the Ministry of Irrigation and Power stated 
that  one Member of this Committee died and the Government had 
appointed another man in his plnrc in 1957. In May. 1958, the Chair- 
man of this Committee informed the Government of India that there 
were certain points which 1~1u l r . c~d  further clarification from the  
D.V.C. and that the Corporation had been addmssed in the matter. 
Moreover, the  Committee was not a full-time Committee and that 
was why the delay. 



In reply to a question, the representative of the Ministry stated 
that no time limit had been fi;ced for the submission of the Report by 
this Committee. When asked why it took Government four years to 
appoint the Committee, the representative of the Ministry of Irriga- 
tion and Power stated that the accounts of the Bokaro Thermal 
Power Station were not ready. The Financial Adviser of the D.V.C. 
gointed out by way of clarification that the accounts in respect of 
money spent were ready. But that did not mean that the project had 
been completed. The Comptroller and Auditor General, however, 
informed the Committee in this connection that completion report 
was quite different from the accounts of the Project. 

The Committee desired to be furnished with information on th;! 
3ollowing points: - 

1. How many sittings were held by the Committee set up by 
the Government of India to investigate whether fuii 
value for money spent on the Bokaro Thermal Power 
Station has been received? 

2. What is the total expenditure incurred on this Committee 
since its constitution? (Including T.A. & D.A. etc.). 

3. Likely date by which the Committee were expected to con- 
clude their work and submit the Report to the Goverr.- 
ment. 

Working of the Power System-Para 11 of Audit Report 

127. With the commissioning of the Bokaro Thermal Power Sta- 
tion and the Tilaiya Hydel Power Station in December, 1953, the 
D.V.C. have been selling in bulk electrical energy including the 
power purchased from Sindri Fertilizers and Chemicals Limited upto 
30-6-1955 through their transmission and distribution system to 
various consumers. There was a deficit of Rs. 1.95 crores (approx.) 
in the working of the D.V.C. power system for the four years upto 
1956-57 after taking into account interest and depreciation charges. 
The working expenses, however, did not include the charges for 
water from Konar used at the Bokaro Thermal Power Station. 
Though the average revenue realised by the sale of energy was less 
than the working expenses during the period 1953 to 1957, the differ- 
-ence between the working expenses and the receipts had, however, 
been progressively and rapidly decreasing. 

When asked whether this power system was going to be economi- 
cal in any way, the representative of the D.V.C. stated that the pro- 
Sts in 1957-58 were estimated to be Rs. 45 lakhs including all the 
loverheads and the cumulative deficits of the earlier p a r s  would be 



completely wiped out by 1959-60. This figure, however, did not 
include the charges for the supply of cooling water from Konar to 
Bokaro and the amount of Rs. 26 lakhs payable to the Sindri Ferti- 
lfzers Factory. 

In reply to a question as to why the D.V.C. were put to a big loss 
though it had been anticipated by the Corporation and comrnunicat- 
ed to the Central Government that the sale of Sindri power would 
be a profitable proposition, the representative of the Corporation 
stated that taking the operative date as 1-1-1952 and not as 1-7-1952, 
they had actually made a profit of Rs. 16,000 on the electricity actual- 
ly taken, consumed and sold from Sindri. He further stated that 
they had paid Rs. 63 lakhs to &e :;indri Fertilizers on this account 
and according to their calculations only Rs. 4 lakhs were still due. 
But the Sindri Fertilizers claimed Rs. 89 lakhs. 

The Committee, however, pointed out that if the Corporation had 
to pay Rs. 89 lakhs to the Sindri Fertilizers, the commercial working 
of this project would be completely changpd. 

When asked a~ to what was the reaction of the D.V.C. to the u p  
ward revision of the rates of the supply of power to the consumers, 
u suggested by the International Bank for Reconstruction and Deve- 
lopment, the representative oj  the D.V.C. stctcd that this question 
uyas considered by the Corporation even in 1956 m d  they thought that 
the rates that were already in force would be suficient. He stated 
that during the initial period of the working of any power system, 
it was inevitable that the cost of production would be higher than 
the price at  which electricity could be sold, but gradually it came 
down and by 1959-60 the whole of the accumulated deficit by the 
Corporation would be wiped out. 

In reply to a question as to how these rates compared with the 
rates charged by the Madras and Bombay Electric Corporations, the 
representative of the D.V.C. stated that these rates were higher than 
that of those Corporations. However, the rates were lower than 
the rates charged by Jamshedpur from its subsidiary consumers. 

The Comptroller and Auditor General, however, promised to in- 
clude a comparative statement of the rates charged by the Sindri 
and Hirakud and D.V.C. Projects etc. in the next Audit Report. 

Loss on Sale of Power Purchased from Sindri-Para 12 of the Audit 
Report 

128. In February 1950, the D.V.C. entered into an agreement with 
the Government of India for the purchase of 22.5 MW of electricity 
from the Sindri Fertilizers Factory. The agreement was for a period 
of 25 years from 1-7-1952. 
b ( Aii) L.S.-5 



The power purchased from Sindri was inter-connected with 
Bokaro Thermal Power Station from March, 1953. The off-take of 
Power from Sindri gradually diminished when the Bokaro Thermal 
Power Station started producing commercial power in December, 
1953. The off-take was only 2,000 KWH in February 1955. But the 
fixed charges of Rs. 1,57,100 per month continued to be a liability 
till the contract was terminated on 30-6-1955 at the instance of Sindri 
Fertilizers Factory. 

The question of standing and other charges payable by the D.V.C. 
from November, 1953 to the date of the termination of the contract 
was stated to be still under correspondence. 

In reply to a question as to why they entered into an agreement 
with the Sindri Fertilizers for a period of 25 years, the representa- 
tive of D.V.C. informed that the Sindri Fertilizers made additions to 
their power plant at  the request of the Government of Bihar to make 
available the power generated by these additional units to the col- 
lieries, the Government of Bihar agreeing to pay the interest and 
depreciation charges for the additional plants. This agreement was 
ready before the D.V.C. was set up. The D.V.C. decided to purchase 
the power from Sindri Fertilizers in bulk and entered into agree- 
ment as it would enable a sizable load to be built up by the time 
Bokaro was ready. 25 years was the normal life for ;I 'hermal plant 
and so the agreement was for that period. 

When asked as to why they did not terminate the contract when 
the off-take of power from Sindri was diminishing the representative 
of the D.V.C. explained that it was not in the interest of the Cor- 
poration to terminate the contract because as a long term plan, it 
was beneficial. The economics of the whole work load had to be 
spread over a period of years. Continuing he said that if the con- 
tract had not been terminated and the Sindri Factory would have 
supplied power for 25 years, the D.V.C. would have made profitable 
use of that power. But when the power consumption of thc Sindri 
Factory itself increased more due to some imbalance in thrir plan- 
ned output, the Sindri Factory approached the D.V.C. to terminate 
the contract. When it became clear that they were not able to 
supply the D.V.C. more power, there was no point in continuing the 
arrangement and the contract was terminated. 

When asked as to how the rates for the supply of the powrr were 
fixed resulting in loss to the Corporation, the Financial Adviser, 
D.V.C. stated that this question was still under dispute as thrb Cor- 
poration had put forth the claim that they should get back the capital 
charges which they had paid to Sindri Fertilizers. He thought that 
some satisfactory solution would be arrived in the matter. 



Working the Bermo Colliery taken on Lease by DVC--Para 15 of the 
Audit Report 

129. For supplying low grade coal to the Bokaro Thermal Power 
Station a t  cheap cost price irrespective of the controlled price of 
coal, the Corporation took a sub-lease of the Bermo Coal Seam a t  
Kargali for 35 years from the 1st January, 1951 on payment of Rs. 28 
lakhs. According to the investigation of the D.V.C. Technical Adviser 
made in 1950, the  Bermo Coal Seam was estimated to  contain a!l 
overall ash content varying from 26.6 per cent to 31 per cent. The 
boilers of the Thermal Power Station were designed normally for 
using coal having 26.3 per cent ash contwt.  The detailed investigs- 
tion carried out subsequently in 1952 by the Fuel Research Institute 
indicated that  the Bermo Coal Seam a t  Kargali was intermingled 
with continuous bands of shaly coal with an overall ash content of 
34.6 per cent, the individual bands of coal possessing ash contents 
from 17.3 per cent to 56.1 per cent. As the coal to be used for the 
Bokaro Thermal Pourer Station must not have an ash content in 
excess of 30 per cent, this meant that about one-third of the quantity 
of mined coal would be unusable in the Power Station. 

The Corporation were advised that with proper planning 
mechanised opyn cut excavation would be the best and cheapest 
method of mining coal. In February, 1954 the Corporation accepted 
a project report submitted by an expert as a master plan. I t  was. 
however, later decided in June  1955 that in view of the possibilities 
of D.V.C.'s getting middlings from the Central Washery in 3 or 4 
years, there should not be any long term arrangement for mining 
or appreciable capital investment therefor Short term arrange- 
ments for raising the exposed coal from the sub-leased mine by 
labour contractor and removing the overburden by the contractor 
as well as department were bring made from time to time. Howevm, 
the lensed mzne d d  not serve the purpose  full!^, resulting tn an extra 
expenditure of Rs. 6 . 4 9  lakhs zip to 31st March. 1957 on the  purcha.se 
of 1,14,000 tons of coal from the  market.  

The Cha~rman .  D.V.C. stated that the colliery was taken over from 
Indian M ~ n i n g  and Construction Company Limited and it was taken 
over on the advice of the expert of  the Ministry of Irrigation an3 
Power, the Coal Comm~ss~oncr  and the Geolog~cal Survcv and they 
expected the coal to be mined a t  a very low rate of Rs. 9 per ton 
At present the Corporation was able to raise 9,000 tons a day from the 
Colliery for the Bokaro Thermal Power Station whereas their re- 
quirements y e r e  14,000 tons. The halance for the time being wn-; 
secured from private contractors. The Committee, however. poin t ~ d  
a t  that even if the Corpo~atzon were able to ralse the entire 



requirements of 14,000 tons from this colliery, they would requirr 
high grade coal to mix with the coal raised from this colliery as atr 
ash contents was very high. 

Extra Expenditure due to not availing of the best available offer- 
Para 16 of the Audit Report 

130. In December, 1953, the lowest tenderer for mining the D.V.C. 
Bermo Colliery besides quoting rates for 2 years' contract offered 
still lower rates for 3 or 4 years' contract with a stipulation that if 
the contract was terminated after the expiry of one year, no com- 
pensation would be charged from the Corporation. But an agree- 
ment for 2 years only from 7-2-1954 was entered into with the firm 
for (1) removal of over-burden to expose coal seam (2) mining of 
exposed coal (3) mining of coal by underground inclines. The agree- 
ment provided for earlier termination of the contract on giving three 
months' notice on either side without any liability for any loss or 
damage suffered or incurred in consequence of, or arising out of 
such termination. The contract was extended upto 31-5-1956 in 
respect of over-burden removal only. It  resulted in more expendi- 
ture to the extent of Rs. 49,000 than if the contract had been entered 
for 4 years with the stipulation that no compensation would be 
payable for termination of the contract after the expiry of one year. 

A contract was entered into again for 3 years from 7-2-1956 for 
the above items of work a t  rates higher than those of the previous 
quotations. 

When asked as to why the D.V.C. did not accept the contract at a 
reduced rate even though they could have terminated the contract, 
if necessary, with 3 months' notice, the representative of the D.V.C. 
stated that they did not think it proper to accept this long term con- 
tract when there was no bona fide intention of working it for more 
thun two years. In reply to a question the Financial Adviser stated 
that he agreed with the Corporation's view. 

Progress of Expenditure on Transmission and Distribution System- 
Para 17 of the Audit Report 

Explaining the reasons for the absence of sanction to the estimate 
for 'Other Extension Schemes etc.' the representative of the Cor- 
poration stated that the overhead charges had been under dispute 
for some time and the revised estimate had recently been sanctioned 

Departmental Construction of Cable TrcnchagPara 18 of And t 
aaport 

131. The construction of the cable trenches at Kalipaharl sub 
station was completed in March, 1955 at a cost of about Rs. 40,000. 



Soon a f p r  the construction had been completed, i t  was reported 
&at the cable trenches were likely to collapse. Protective measures 
did not prove satisfactory and the heavy flood of September, 1956 
caused a further deterioration in the condition of the trenches. Thc 
trenches had to be repaired a t  a cost of Rs. 14,000 approximately. 
The Corporation have ordered an investigation in the matter. 

When asked as to who was the ofticer responsible for this work, 
.the representatwe of the D.V.C. stated that the Executive Engineer 
responsible for this work had been censured and his contract termi- 
mated It, however, transpired that the Engineer had been permitted 
.by the Corporation to apply for a post under the Hindustan Steel 
(Private) Limited and was allowed to leave the Corporation. 

In reply to a question whether the Corporation informed the 
Hindwtan Steel (Private) Limited, the Officer's present employer, 
t b w t  his conduct, the representative of the D.V.C. could not give a 
dejEnite answer. He agreed to submit a note on this point. 

Progress of Expenditure-Konar Project-Para 20 of Audit Report 

According to the Audit Report, arbitration proceedings have been 
taken up in accordance with an agreement between the Corporation 
and the contractors for the construction of the Konar Dam in regard 
to certain items of claims and counter-claims and certain matters 
arising out of the D.V.C. Enquiry Committee Report. When asked 
about the progress made in the Arbitration proceedings, the repre- 
sentative of the D.V.C. stated that these were still going on. 

In reply to a question, {he Committee were informed that till 21st 
August, 1958 (a period of about 2 years) 97 sittings were held in this 
m e  and the espenditure on arbitration had been nearly Rs. 2 lakhs. 
The Arbitrator was a retired High Court Judge and was being paid 
Ro. 3,000 a month minus his pension. 

132. The Committee then adjourned till 14.00 hours on Wednesday, 
-bbe 27th August, 1958. 



PR0CEED:NGS OF THE TWENTY-FIRST SITTING OF THE: 
PUBLIC ACCOUNTS COMMITTEE HELD ON WEDNESDAY, THE; 

27TH AUGUST, 1958 

133. The Committee sat from 14.00 to 16.40 hours. 

PRESENT 

Shri T. N. Singh-Chairn~an. 

2. Dr. Rum Subhag Singh. 
3. Shri Arun Chandra Guha. 
4. Shri N. R. M. Swamy. 
5. Shri Rameshwar Sahu. 
6. Pandit Jwala Prasad Jyotishi. 
7. Shri T. Sanganna. 
8. Shri Upendranath Bnrman. 
9. Shri Prabhat Kar. 

10. Shri N. G. Ranga. 
11. Shri H. C. Dasappa. 
12. Shri Iihushwaqt Rai. 
13. Shri Aurobindo Ghosal. 
14. Shri Amolakh Chand. 
15. Shri T. R. Deogirikar 
16. Shri S. Venkatnraman. 
17. Shri Rohit Manushankar Dave. 
18. Shri M. Basavapunnaiah. 

Shri A. K. Chanda, Comptroller and Auditor General of 
India. 

Shri P. C. Padhi, Additional Deputy Cmnptroller a& 
Auditor General. 

Shri D. C. Guha, Additional Accountant General, West 
B a g a l  (D.V.C. & S.P.) . 



Shri V. Subramanian, Deputy Secretary. 
Shri M. C. Chawla, Under Secretary. 

Minislr y o j irrigation and Power 

Shri T. Sivnsankar, Secretary. 
Shri R. R. Bahl, Joint Serrelflry. 

Damodar Valley Corporation 

Shri J. P. L. Shenoy, Chairman. 
Shri A. M. Komora, Chief Engineer. 
Shri U.  K. Ghosal, Secretary. 
Shri S. M. Banerjee, Financial Adviser. 
Shri K. M. Chinnappq Additional Chief Electrical Enqneer. 
Shri K. Subramaniam, Cominerciul Engineer. 

Ministry of Finance 

Shri S. Vohra, Joint Secretary (Deptt. of Expenditure). 
Shri R. Saran, Deputy Secretary (Deptt. of Economic 

Affairs). 

Infructuous expenditure in keeping operational establishment idle at 
Maithon for want of reclamation work-Para 22 of the Audit Report 

13-3. The Superintending Engineer, M.E.M. Circle, posted Opera- 
tional stan a t  Maithon from Novemhcr, 1952 for reclamation work. 
Small blocks of land were available from November, 1952 to August, 
1954. For nine months during the period from February, 1954 to 
March, 1955, the staff and machines were practically idle. The 
expenditure on staff excluding overhead for the  period of nine 
months worked out to Rs. 95,881. This expenditure was ignored by 
the Executive Engineer in working out the unit rate of reclamation 
charges per acre. 

0 1 1  a quc*stion as to why the staff was 7 m t  utilised on other opera- 
tions, tohen the land was not az~ailahle for reclamntion, no satisfactmy 
repl?~ u m  given by  the representative of the D.V.C. 

The Committee were, however, informed that though the men 
were posted in November, 1952, the machines were moved in Decem- 
ber, 1953. When a s k d  to give the reasons for this time-lag, the 
Chairinan D. V. C. stated that he was not aware of th i s  fact. 



In reply to a question whether any inquiry was instituted to find 
out the persons responsible in the matter, the representative of the 
D.V.C. could not give any reply. 

When further questioned as to whether the Financial Adviser 
concurred in the decision to igncwe this expenditure in working out 
the unit rate per acre, the Financial Adviser, D.V.C. stated that this 
point was not brought to his notice. 

Loss due to delay in disposal-Para 23 of the Audit Report 

135. For construction of 450 houses for the persons to be displaced 
from submergence area of the Tilaiya reservoir, the Rehabilitation 
and Development Department purchased at a total cost of Rs. 1.30 
lakhs (Approx.) a large quantity of hmboos during the period frvm 
November, 1950 to March, 1952. In July, 1954 bamboos worth 
Rs. 45,000 were declared surplus as they could not be utilised for the 
construction of houses for Konar and Maithon areas as the displaced 
persons' willingness to accept houses built by the Corporation could 
not be obtuined. In March, 1956 auction sale of 1,64,656 bamboos, 
then in stock, was advertised and the highest offer received was only 
Rs. 1,200 for the entire lot against the book-value of Rs. 40,000 
(Approx.). The Director, Rehabilitation and Development Depart- 
ment considered this offer too low and suggested in May, 1956 that 
the Department might be allowed to dispose of the bamboos a t  
Rs. 6/4/- per 100. Up to September, 1957, no disposal appeared to 
have been made. 

The Chairman, D.V.C. informed the Committee that 1,04,673 
bamboos had been disposed of so far and the amount realised was 
Rs. 6,655. There was still a balance of 60,000 bamboos which they 
had not been able to sell even at the nominal price of Rs. 6/4/- per 
100. He added that p e r h p s  after the rains there might be greater 
possibility of disposing of all these old bamboos. 

In reply to a question as to why the D.V.C. did not take immediate 
action to dispose of the surplus stores to avoid deterioration, he stated 
that they tried to sell the bamboos, but there was no local demand. 
Where there uws a demand, the cost of transport was prohibitive 
which was more than the value of the bamboos. 

When asked, why the sewices of the Assistant Store Keeper and 
the Chowkidar had to be kept beyond April, 1953, when the building 
programme had been completed resulting in a further expenditure 
of Rs. 12,000 upto May, 1957, the representative of the D.V.C. stated 
that the question of the accepbnce of these houses by the Govern- 
ment of Bihar was still under negotiation with that Government and, 



therefore, the services of these people were felt necessary to keep 
watch over these vacant houses as well as surplus materials. 

In reply to a question as td why the Government of Bihler took 
wch  a long time in taking over these houses, the representative d 
the D.V.C. stated that they could not agree to the compensation 
payable to the D.V.C. 

The Committee pointed out that the houses could as well have 
been handed over to the Government of Bihar and the question of 
compensation settled later on even by arbitration, if necessary. 

Utilisation of D.V.C. water for Irrigation purposes-Para 24 of the 
Audit Report 

136. During the Khariff season of 1956, an area of 11,271 acres only 
was irrigated. The bulk supply rate agreed to by the Corporation 
was Rs. 9 per acre less the cost of collection, retail distribution etc. 
incurred by the Government of West Bengal. I t  has been stated 
by the Government of West Bengal that the total cost of retad dis- 
tribution of water and collection of water rate during 1956-57 arnount- 
ed to Rs. 2 lakhs against Rs. 1,01,439 at the agreed rate for irrigating 
11.27 acres and no amount was, therefore, payable to the Corpora- 
tion 

The Government of India set up on 22-3-1957 a working group to 
study and report on the question of utilisation of the waters of the 
reservoirs of the mmodar Valley Corporation, to examine and report 
on the extent to which the waters of the Tilaiya and Konar reservoirs 
were utilised for purposes of irrigation in Bihar and West B e n g d  
the reasons for delay and'shortfall in utilisation and the steps to be 
taken for the full and proper utilisation of the waters. 

The Committee wanted to know whether the working group had 
submitted any report and how the waters of the D.V.C. were going 
to be utilised. The representative of the Ministry of Irrigation and 
Power stated that as the progress of the working group had been 
very slow, it was dissolved and the Planning Commission appointed a 
team with one of its Advisers, Programme Administration as the 
Chairman and they had gone into this problem fully and set out in 
their Report various factors which had impeded the progress in the 
development of the Irrigation in the D.V.C. area. He further stated 
that there were two bottlenecks. One was the absence of legislation 
for the levy of compulsory water rates. A Bill for the levy of water 
rate0 had 'been passed by the Lower House of the West Bengal Legis- 
W e .  As regards betterment fees, the West Bengal Gwernment 
fdt that it waa not the proper time for putting through mcesaq 



kgislation. Secondly, there were some difficulties on the construc- 
tion side also. In certain cases, the water would not reach the fields. 
The Chairman, D.V.C. intervened to say that to proceed with the con- 
struction work, water supply had to be cut which the Government 
of West Bengal opposed as the potato crop would suffer extensively. 
The work had to be postponed for a year. 

Referring to the Audit Para wherein it has been stated that the 
total cost of collection and retail distribution of water by the Govern- 
ment of West Bengal amounted to Rs. 2 lakhs against Rs. 1,01,439 
only being the agreed rate for bulk supply of water for irrigating 
11,271 acres, the Committee wanted to know whether the matter had 
been settled with the State Government. The Chairman, D.V.C. 
stated that the dual control of the canals system by the Corporation 
and the Government of West Bengd did not promote efficienciy and 
diluted responsibility. 

Attempts were being made to persuade the West Bengal Govern- 
ment to take over the entire irr igat io~~ system. That Governn~ent 
had agreed to take over, but d d  not want to pay the D.V.C. any  com- 
pensation as provided in the D.V.C. Act. A n  alternative suggestion 
was that the West Bengal Government might operate and maintain 
the Canal system as an agent of the D.V.C. on terms to'be fixed after 
mutual consultation. The whole question was under examination. 

In reply to a question as to what was the present estimate regard- 
rng the utilisation of D.V.C. waters, the Chairman, D.V.C. stated that 
they e.rpected that the Corporation would be able to command an 
area of 5 Zakhs acres including 1,85,000 under the old system. To 
what extent the people would use the D.V.C. water depended on the  
monsoon because if there was enough rainfall, there would not be 
demand fw the  D.V.C. water. 

In reply to a further question as to why the Corporation agreed 
to the deduction of the cost of retail distribution of water and collec- 
tion of water rate from the bulk rate fixed for the water as contem- 
plated in the Act, the representative of the D.V.C. stated that this 
stipulation was made by the W x t  Bengal Government which was 
eccepted by the Corporation. The Corporation expected that the 
cost of collection would be within reasonable limits. 

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

(a) What quantity of D.V.C. water is expected to be utilised 
for irrigation purposes? 

(b) What is the area of land expected to be irrigated? 



(c) What a re  the reasons for delay and  shortfall in the utilisa- 
tion of water? 

(d) What steps have been or a re  proposed to be taken by the 
D.V.C. to ensure full and proper utilisation of the waters? 

Fishery Scheme-Stocking of Tilaiya Reservoir started in 1953-54-- 
Para 25 of the Audit Report 

137. The total direct expenditure upto the end of 1956-57 for 
stocking and commercial exploitation oi fish in the Tilaiya Reservoir 
and purchase of Miscellaneous equipment and estublishment etc. 
amuunted to Rs. 3,23,605 and the receipts were Rs. 11,945 mainly con- 
sisting of licence fees and royalties from fishermen. This excludes 
indirect expenditure such as share of overhead charges, interest on 
capital etc. The Corporation had not yet tuken up exploitation of 
fish on commercial basis as the reservoir had not yet been adequately 
stocked for the purpose. 

The Fmancial Advlser, D V C mformed the Cornrnlttee that the 
scheme had been givcn effect to with the approval of the Flshery 
Adwser to the Governmen: of India It would tuke time before any 
apprec~able revenue could be derived from these fisheries and the  
project mlght be productive only In 1961-62 At present, the scheme 
was only a t  an experimental stage. 

When asked why no adequate arrangements were made to prevent 
poaching in the reservoir resulting in loss of revenue to the Corpora- 
tion, the Chairman, D.V.C. explained that the area to cover was vast 
and the proposal would involve heavy expenditure. Even in the 
Tennessee Valley System, he  said, the Authority did not derive a 
single pie of revenue from the entire lot of fish that  were stocked in 
those reservoirs. 

Purchase of boats for use on D.V.C. lakes-Para 26 of the Audit Report 

138. On 27-5-1955, the D.V.C. declded to  purchase 35 boats a t  a 
cost of Rs 66,950 from an ex-ruler who had some motor-driven 
pleasure boats and who made an unsolicited offer in this behalf. The 
D.V.C. considered that i t  would be difficult to obtain them at  anythin& 
like this price from anywhere else in the world. There was neither 
budget provision nor pl-ovlsion in any project estimate for the pur- 
chase of these boats. Therc uws also no immediate necessity for 
purchasing the boats which might be required, if a t  all, in the  opera- 
tion stage and not in the construction stage. The number of boats 
actually purchased was 27 plus 8 Engines (without boats) and e bank 
draft of Rs 66,590 was issued to the er-ruler on 11-6-1955. 



The total expenditure incurred on the purchase of the boats includ- 
4n.g incidental items etc. amounted to 92,089. Total revenue realised 
from tourists for use of these boats during the year 1955-56 and 195657 
mumnted to Rs. 89 only. 

When asked as to what was the necessity for purchasing these 
boats especially when the project estimates did not provide for it, the 
Chairman, D.V.C. stated that in response to an enquiry made in 1954, 
the only firm which h d  boats of quality quoted Rs. 29,000 for one 
country-boat with an outboard motor, whereas the price quoted for 
&he boats by the ex-ruler was very low. He further stated that 
these were not included in the project estimates because the boats 
were not required during the construction phase but they might be 
needed during the operational phase and no specific provision was, 
Aherefore, considered necessary as it came under maintenance charges. 

On being questioned as to why only 27 boats and 8 engines were 
purchased when the cheque was drawn for Rs. 66,590 for the purchase 
-of 35 boats, the representative of the D.V.C. stated that offer was only 
for 27 boats and 8 engines. But the offlce made a mistake in com- 
,puting the numbers, cas they added the figure of 8 to 27, thus making 
t h e  total as 35. The Controller of Purchase and Stores was asked 
to inspect these boats on the spot and he reported that there were 27 
-boats and 8 engines and it was rectified in a subsequent sanction. 

At the instance of the Committee, the representative of the D.V.C. 
agreed to forward a copy of the letter from the ex-ruler offering the 
-sale of the boats 

On being asked as to what was his advice regarding this purchase, 
the Financial Adviser, D.V.C., stated that he was not convinced of the 
necessity of the purchase of these boats in such a large number. 

In reply to a question whether all the 27 boats were put to use, 
the Chairman, D.V.C. stated that the boats had been allocated as 
follows: 

7 to Maithon, which were in use there, 1 to Panchet, 2 to Konar, 
and 2 to Tilaiya. 6 boats were necessary for tourism etc. The 
balance of the boats had been kept as reserve for further uses as 
operations develop. The total revenue collected during 195738 
was Rs. 9,275. 

The Comptroller and Auditor General, however, pointed out that 
in the T.V.A. they had only 2 or 3 boats. So far as India was con- 
cerned, Bhakra Nangal had one motor-launch, Himkud has some 
country boats and Tungabhadra had one steam launch costing about 
RP. 40,900 for purposes of tourism. He suggested that even if these 



boats were purchased on consideration af an advantageous price to 
meet future requirement, steps should have been taken to establish 
the requirement of the b a t s  on the basis of experience gained else- 
where, whether in India or abroad and surplus boats disposed of. 

The Comptroller and Auditor General also infonned the Commit 
tee that two cutters were purchased by the D.V.C. in September, 1953. 
from the Disposals O r ~ n i s a t i o n  at a cast of Rs. 2,800 and the Corpora- 
tion had incurred an expenditure of Rs. 34,132 on these two boats 
and they were lying in Calcutta. The Chairman, D.V.C. stated that 
the port authorities did not allow them to shift those boats from 
Calcutta because they hsd no qualified boat men. They had, how- 
ever, since moved one of the boats out from there. 

Expenditure on Ranchi Move-Para 27 of the Audit Report 

139. In May, 1954, it was decided that the Corporation would 
spend about 3 months at  Ranchi, from about the middle of June to 
about the mlddle of September each year largely to maintain a liaison 
with the various departments of the Government of Bihar. The 
move was not effected in 1954 as the residential and office accommoda- 
tion could not be secured. The move took place in the summer of 
1955 and 1956 but only a few days were spent there. Three houses 
were leased on a full year bas= at a rental of Rs. 987/8/- per month 
for 3 months from April, Mny and June, 1955. The expendzture on 
rent and other charges was Rs. 12,762 in 1955 and Rs. 17,905 in 1956. 
The direct expenditure for the move was Rs. 44,459 in 1955 and 
Rs. 28,198 in 1956. In addition, there has been indirect expenses 
which have been booked against other heads, e.g., frequent telephone 
calls between Ranchi and Calcutta, sending of couriers, T.A. of 
officers called for consultation, postal and freight charges on trans- 
mission of papers and files etc. Three other houses had been rented in 
February, 1955 at Ranchi and they were surrendered in June, 1955 
as unsuitable after incurring an expenditure of Rs. 2,893 on rent. 

Explaining the circumstances why the Corporation could not move 
to Ranchi, the C h a i m n ,  D.V.C. agreed that the purpose of this m e  
which was to have liaison with the Bihur Government was to some 
extent defeated as the ofjicers were able to stay there actually for a 
few days only. 

In reply to a question as to why some land had been purchased in 
Ranchi, h e  stated that they had bought vast area of land with a view 
to shifting the headquarters of D.V.C. to Ranchi but they had now 
decided not to have the headquarters at Ranchi beclause they would 
have to inqur heavy expenditure on constructing a building. Her 
added that the Corporation would be able to dispose of that land. 



The representative of the Ministry of Irrigation and Power, how- 
+ever, added that the perntission of the Government of Bihur was 
necessary before the Corporation could sell it. The  Bihar Govern- 
ment  were not giving the permission pending settlement of the  ques- 
tion of the headquarters of the D.V.C. He  further stated that this 
subject would be discussed in the next meeting of the  particbating 
Governments and the representatives of D.V.C. 

Air conditioning of some rooms on the second floor of the Anderson 
House--Para 28 of the Audit Report 

140. In April, 1954 the Corporation decided to air-condition five 
rooms in the South East Block on the Second Floor of Anderson 
House. No open tender was invited for the work and  the following 
quotations were received from four local firms:- 

(i)  1st firm Rs. 31,700 
(ii)' 2nd firm . . Rs. 35,165 
(iii) 3rd firm . . Rs. 42,800 
(iv) 4th firm . . Rs. 43,800 

In the meantime, two more ioc.ms located in the middle of the block 
were added to the scheme resulting in an lncrease by 20 per cent. 
of the space to be air-conditioned. The lowest tender was not accept- 
ed and the work was entrusted to the firm w h ~ c h  quoted Rs. 42,800. 
The Corpor2tion explained to Audit on 20-8-1957 that the lowest 
tender was not accepted because the capacity of the plant offered by 
thpt tenderer ~ o ~ l d  have been insufficient for am-conditioning the 
enlarged area. The Corporation asked the 4th firm whose tender was 
the highest as to the adequacy of their plant for air-conditioning the 
enlarged area. The firm informed the Corpomtlon that it wc t , i  i 
requlre an additional sum of Rs. 10,800 for effectively alr-conditioning 
the enlarged area. No such inquiry was made of the lowest tenderer 
who offered a plant of approximately the same capacity as the 
highest tenderer. The work was entrusted to the firm which quoted 
Rs. 42,800 and the purchase order for Rs 46,353 was issued on the 
firm after completion of the work. 

When asked as to why the lowest tenderer who offered the plant 
' of approxirnatelv the same c a p c l t y  as the highest tenderer was not 

consulted regnrdlng the adequacy of thcir plant for air-conditioning 
t h e  enlarged space, as was done in the case of the other two firms 
offering the highest and second highest tenders, the representative 
of the D.V.C. stated thnt apart from the  third firm whose tender was 
accepted, the air-conditioning units of the other firms were more or 
less under-sized. However, as a check the Controller of Purchase 



and Stores asked the fourth firm which had offered the  next biggest 
unit of 104 tons ice-forming capacity as to  the  adequacy of its p l a t  
for air-conditioning the  enlarged nrea. But the firm could not do 
it. So when the firm with a unit of 104 tons of the ice-forming 
capacity could not do the work, there was rio point in consulting the 
other firms who had offered air-conditioning units of 10 and 6-314 
ton. The representative of the  D.V.C. also urged that there was a n  
urgency in this case. 

Writes off and Losses etc.-Para 29(a) of the Audit Report 

141. The Committee desired to be furnished with further informa- 
tion on the various losses dealt with in this para. 

Non-Imposition of Penalty-Para 29(b) of Audit Report 

142. Clause 23 of the agreement for supplying power to consumers 
provides that the defaulting consumer should pay a surcharge of one 
per cent. per month from the due date of payment of the monthly blll 
ic,r power supplied. The provision of this clause was not enforced 
upto 31-3-1957. The Corporation have since sanctioned waiver of 
recovery of Rs. 54,645 on this account. 

When asked as to what were the reasons for not enforcing these 
provisions, the represctntative of the D.V.C. stated that the penalty 
clause wus put in to ensure that nobody made a wilful default ol 
delay in the payment of bills and it was not intended that it shoul,. 
form a source of additional revenue as such. He further stated thai 
the Corporation dealt with only consunlers for bulk supply of power 
and the majority of them \\.ere departments of either State Govern- 
ments or the Central Government. In the initial stages, it took 
sometime, particularly for the Government agencies to set up a pro- 
cedure for expeditious payment of bills. The Corporatioll was 
sattsfied that n.orinall~/ there !znd bcen 1 1 0  case of wilful default and 
it was not nccessar!/ to enforce peilnlt!y. 

The Conrmittec titen proccrdcd t o  dlscr~ss the overall economtcs of 
the D.V.C. Project. T h q  rcaxted to krmc whetlzer the Central 
Government or the D.V.C. had consldcred the questiotrs of t h 8 ,  .recur- 
r ing expenses, capital costs. depreczation charges. over heads and 
suspmsr  amounts etc. on the (me hand and the limits of income fro?n 



power supply and irrigation facilities etc. on the other. The rep?& 
xentative of the Ministry stated that this question was cohsidered 
an ad hoc Cmmittee set up in 1954 to report whether the expenditure 
would be commensurate with the benefits received. The Repart 
submitted by them was considered at the Conference of the participat- 
ing Governments in April. 1956. The Committee desired to be 
furnished with a copy of the Report and the Government decision 
thereon and a statement regarding the overall financial results of the 
D.V.C. 

The Committee also desired to be furnished with a note regarding 
the various Committees set up by the Government of India or the 
D.V.C. to review the working of the D.V. Project in the technical, 
administrative, and financial operations ever since the D.V.C. wrrs set 
up and the total expenditure incurred on each one of these 
Committees.. 

The Committee deferred further consideration of this question till 
the receipt of the above infomtion. 

143. The Committee then adjourned sine die. 
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145. The Committee considered and approved the following drrrft 
Reports subject to certain minor modifications here and there: 

I. Fourteenth Report on the Audit Report on the Accounts of 
the h o d a r  Valley Corporation for the year 195657. 

11. Sixteenth Report on the Excesses over Voted Grants and 
Charged Appropriations disclosed in the- 

(i) Appropriation Accounts (Defence Services), 195556; 
(ii) Audit Report (Defence Services), 1958; 
(iii) Appropriation Accounts (Civil), 1956-57 and Audit 

Report, 1958; and 
(iv) Appropriation Accounts of the Government of D e w  far  

the year 1956-57 (1st April, 1956 to 31st October, 19%) 
and Audit Report, 1958. 

146. The Committee then adjourned sins die. 
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APPENDIX I 

Sratemmt rhowing acttbrr taken w popot6d to be taken on the ratnnmordattk of the Public Accounts Contrm'tfce 

Reference Mini~try ,' Remarks of 
S. to Para Deparrmcnt Particulars of the it- Remarks of the Ministry the Committee 
No. No. of the concerned 

Repon 

3rd Report (Second Lok Sobha) 

I 5 All Ministries A perusal of this Report and other15 This has been brought to the notice No comments. 
(Introduc- reports of the Public Accounts of all concerned. 

t ion) Committee should enable to 
draw certain lessons in rekard 
to the planning and execution 
of national projects of such a 
magnitude. It is es~ential in the 
interest of proper financial 
control and economy as  well 
as of speedy execution that 
details both of the eptimates 
and the construction phases 



of a Project of gnat magnitude 
should be worked out well in 
advance btfore it is taken in 
hand. Frequent revisions of 
the acope and details of 0 pro- 
ject are in most cases due to 
lack of advance thinking and 
detailed planning which vitiate 
the financial control of Parlia- 
ment even as such a situation 
is unsatisfactory from the point 
of view of administrative con- 
t rol . 

a 6 All Ministries The Committee feel that Govern- This has been brought to the notice No comments. 
(Ir~troduc ment should be ready with de- of all concerned. 
tion) tailed planning as well as esti- 

mate8 before they come to 
Parliament for the sanction of a 
Project. It is hoped that the 
experience of the Dam- 
Velley Corporation will be a 

de to the Administration in 
cu re .  

3 7 Ministry of Another problem which xquires The Corporation have been asked The Cormnitt- 
(Introduc Irrigation and immediate attention is the qua-  to introduce such economies as ee would like 
t h r  Power tion of establishment charges at are possible in the administration to watch fur- 

this stage of the Damodar Valley and establishment charges. ther deve- 
D.V.C. Project. Although the Project i~ With the reconstitution of the lopments. 



h the final phase of its construc- 
tion, t he establishment expendi- 
ture has shown no correspond- 
ing reduction. The Public Ac- 
counts Committee in this Re- 
port have made certain recom- 
mendations to effect economy 
in the administration and it is 
hoped these recommendations 
will be implernen ted soon. 

~ . v . c .  b a r d  with the whole- 
time Chairman and two part- 
time members with effect from 
the 12th April, 1958, a reduc- 
tion in the establishment chatg- 
es to the extent of about Rs. 
r lakh per year is likely to be 
effected. 

It may be mentioned in this con- 
nection that the D.V.C. is 
concerned with the construdion 
of a number of projects which 
have been taken up one after the 
other. With the completion 
of Tilaiya and Konar Dams the 
emphasis on work shifted to 
hlaithon Darn Project. As work 
tapered off on the Maithon 
Dam, the tempo of work on 
the Panchet Hill Dam and the 
irrigation system gained mo- 
mentum. 

Preliminary work has now m n e d  
on the Durgapur Thennal Power 
Station, the 4th Generating Unit 
in Bokaro and exten~ions of 
transmission lines which have 
been included in the Second 
Five Year Plsn. Work on these 
projects will be in full swing by 



the time the Panchet Dam get8 
completed. 

It will, therefore, be observed that 
the schedule of construction of 
Darnodar Valley projects proceed- 
ed in such a way that as soon 
as work tapers off on one pro- 
ject it is balanced by increased 
activities on another project. 
In t h i ~  way the Corporation 
have been exccuting work to 
the cost of about Rs. I I crores 
every year tor the last 
few years. In the Budget for 
I 958-59, also there is provi- 
sion of Rs. 10.85 crores exclud- 
ing interest charges etc. for 
works expmditure. The posi- 
tion, therefore, is that although 
some projects have been com- 
pleted and some are nearing 
complrtion, there are others 
which have been taken up during 
the 2nd Plan and the work on 
which is now gathering mo- 
mentum. On the whole the 
work of the D.V.C. has been so 
programmed that as yet there is 



no reduction in the owrail 
volume of work handled by 
D.V.C. at the moment. In  the 
circumstances, a stage has not 
yet been reached when any 
considerable reduct ion can be 
made in the establishment 
charges of the Corporation. 

4 8 Minlstrq. of I&P The Committee fccl that a com- The views of the Committee have No comments. 
(Introduc- prehensivc amendmcnt of the been noted. 

t h ) .  D.V.C. Damdar Vallcy Corporation 
Act should only be takm up 
after mature consideration. The 
Project is not yet complete and 
the proper time to make any 
changes in thc Act will bc when 
thc administration aspect of the 
Corporation takes precedence 
over the construction phase of 
the Project. 

5 9 All hlinistrics The Committee dcsire to draw This hns becn brought to the no- 
(In t roduc- the attention of Parliament to tice of dl concerned. 
t ion). thc long delays in getting notes 

and memoranda from thc Exe- 
cutive. As already pointed out 
by the Committee in para 2 of 
their Second Report 1957 such 



- 

D.V.C. 

abnormal delays hamper the 
proper functioning of the Com- 
mittee. The Committee would 
once again impress upon 
the Mlnistriea of the Go- 
vernment of India etc. to fur- 
nish the information called for 
by the Committee within the 
stipulated time. 

The Committee regret their in- A note has been submitted (An- See Pbra~ (-7 
ability to share the satisfaction nexure I). of Introduc- 
of the D.V.C. that the three- t ion and 
fold purposeo of the Damodar paru 55,98- 
Valley Prcj*c t have beer achie- IOI of the 
ved. Taking itriaation first, Report. 
they would point out tbat al- 
though the Til~iya Dam vaa 
wmykted in December, 1952 
It has not been found possible to 
utilise the waters for irrigation 
purposes er-en now. All that 
has been achieved during the 
last 5 yean i8 I hat a High Level 
Irrigation Scheme costing Rs. 
35 laWls has bem wcdred out 
with tbe cnnmtrencx of tbe 
Government of Bihar and it lo 



under the crndc~cration of the 
Government of Ic~jia. 

h regards irrigation in the Lower 
Valley, though the Dvrgapur 
Barrage itself waa mmr leted in 
April, 1955, the progress in t b t  
~ti luation of its watcr is held up 
becsute of cert3in legal difficul- 
tier encounter~d by the Govern- 
ment of West Ben@ in levying 
water rate@. 

So far as Konar Dam ia concerned 
it has not been found pssible to 
utilise thu watcr fr~r irrigation 
purpose even now. It ia also 
doubtful whether any wwer 
aln be generated economically 
or Konar. Even in regard to 
rupply of cooling water to the 
Bokaro Thermal Power Station, 
it has its own limitativno. 

7 9 Ministry of I & P The Committee would stress the Noted. The D.V.C. have taken See Para 12 of - point that flood control was only up a number of soil conserva- the Repnrt. 
D.V.C. one of the objects of the Project. tion and afforestation schemes. 

But complementary action of A provision for a sum of Rs. a13 
afforestation and soil conserva- lakhs has been made in the 
tion has yet to be undertaken. Second Five Year Plao for s i i l  



conservation and afforestatiai 
sck,emes in the D a m d a r  Vallcy. 

I r Ministry of I&P The  Committee trust the Corpora- Set comments against S. No. ? .  
tion will address itself to the 
question of incidence on admini- 
strative charges and keep the 
expenditure on Administration 
to the r in imum.  

9 20 Ot 21  Ministry of IhP The  Committee regret to ohstxvc 'I he matter is being pursued with 
that not much headway has becn the State Governments of Eihar 
made in the matter of apportion- nnd West Bengal. The Fuklic 
mcnt of expenditure incurred by Accounts Ccmmittcc will be 
the D.V.C.on Soil Conservation, informed ofthe decision as early 
afforestnric*n and other drveln- ~epossible. 
pmmt works between the then 
participating Governments as 
envisaged in section 12(e) and 
(f) of the D.V.C. Act, 1948. 

The  Committee are anxious that 
this qucstion which involt.ed the 
allocation of a total expcnditure 
of about Rs. 183 lakhs (upto 
Deambcr,  1956) should be de- 
cidcd without any further delay. 
Thcy d e s i ~ e  thct the budget es- 
timates for the next year should 

See par3 IC c ~ f  
the Re~f i r t .  





From the facts placed before 
them they are led to the con- 
clusion that the delays in the 
execution of the project and thc 
consequent increase in costs 
could have been s~lbstantially 
curtailed with proper planning 
and foresight. They trust 
that it would now be possible 
for the Corporation to adhere 
to the revised schedule for com- 
pletion of the proiects. 

i 1 35 D.V.C. (9 The Committee feel that it (i) Noted. 
would have been prudent to 
uy out the wagon drills pur- 
chased in November, 1951 as 
an experimental measure be- 
fore proceeding with fresh 
purchase. 

No comments. 
ai 

(i i )  As regards the disposal of (ti) Out of the four drills ear- See para 110 
the surplus drills the Com- marked for Nagarjunasagar of the Re- 
mittee would suggest that Project, they have so far taken port. 
these should be disposed of delivery only of one. Re- 
expeditiously. garding the remaining five 

drills allotted to Kaiser Cor- 
poration of Jamshedpur, the 



t 3 4 1 Do. The Committee are surprised to 
note that the first block makin 
machine casting Rs. r2,ggnjf 
should have been purchased by 
the D.V.C. merely on the ad- 
vice of cenain engineers of the 
C m e n t  Company without 
proper investigations regarding 
its suitability ; and that after 
its unsuitability had been 
proved it should have been 
merely vansferred to Maithon 
instead of making an enquiry 
as to how such a machine was 
purchased. 

latter have since withdrawn 
their requisition. The Bom- 
bay P.W.D. inspected the 
drills in September '58 and 
have since placed a firm indent 
for seven wagon drills out 
of the surplus of 8. 

As regards the purchase of the 
second machine the Committee 
feel that since the first machine 
had already proved a failure 
at Bokaro, the D.V.C. should 
have met their requirements 
of bottom concrete blocks 
which were rather of a special 



and limited character (worth 
Rs. 14 lakhs) by direct purchase 
from private suppliers. 

The  Committee are amazed 
that in order to meet this limi- 
ted requirements of blocks, 
the D.V.C. should have un- 
dertaken the purchase of a 
second machine costing Rs. 
I . I 3 lakhs. They cannot help 
concluding that the persons 
who initiated and approved 
of this purchase were unmind- 
ful of the financial interests of 
the Corporation. The  Com- 
mittee would like to be ap- 
prised of the disposal of these 
machines. 

The Committee are unable to 
appreciate the implicit reliance 
evinced by the Corporation on 
the advice of manufacturers of 

Noted. The Corporation have Nocommenw. 
since received an offer of 
Rs. 2,5001- for the smaller 
machine and Rs. 7,5oo/- for 
the bigger machine. These 
bids have been accepted. 

Noted. The value of spares The  progress 
declared as absolute surplus in the dis- 
amounts to Rs. 2.36 lakhs. posal of 
Lists of these spares had been stores may 
circulated to all the River be intimated. the earth moving machinery. 

They feel that instead of rely- Valley Projects and the CWPC 
ing solely on the advice of the on different dates in 1956 and 
manufacturers, the Corpora- recirculated in July '58, but 



15 47 D.V.C. 

Ministry of rstr/~.v.c. 

tion should have made efforts the response has not beed ~2 
to assess the actual consurnp- couraging. 
tion of spares either from 
their own experience with 
these machines or from the 
experience of others who had 
utilised 5uch machines in the 
past. 

-1'hc Committee rould like to be 
apprised of the disposal of these 
surplus stores. 

The  Ministry of Irrigation Sr The arbitration proceedings are The  result 
Power have not so far apprised still going on. Having regard of arbitration 
the Committee about the re- to the highly technical and may be in- 
sult of the arbitration proceed- complicated nature oftheissues timated. 
ings in the case referrid to in invoived, the D.V.C. expect 
para to of the Audit Kcport on that the arbitration of proceed- 
the Accounts of the D.V.C. ings will last till the end of 
for 1955-56 In the absence December, 1958. 
of this, the Committee are 
obliged to reservc their cum- 
rnents in this caw till they hear 
in the matter further. 

'l'he Committee would like to be '[he case is still proceeding in the The outcome 
apprised of the progress of the Calcutta High Court. of the case 
case referred to in para I 3  of' may be inti- 
Audit Report, 1955-56 regard- mated. 
ing the wrchase of excess 



material from Kul jian Corpora- 
tion who were entrusted with 
the construction of Bokm 
Power House. In the mean- 
time, the Committee would 
reserve their comments. 

52 Ministry of I.&P./ 
D.V.C. 

In the two cases relating to the This has been brought to the No comments. 
excess collection of stores corn notice of the Corporation. 
mented upon in para 1 1  of 
Audit Report, 1954-5 though 
t h m  had been ? onuitous 
profits in the disposal of the 
surplus materials the Committee' 
cannot overlook the lack of 
proper planning which the 
circumstances revealed. In 
several cam of excess pur- 
chases and consequent accurnu- 
lation of surplus stores reported 
to them, the one common fac- 
tor which the Committee have 
noticed is the absence of any 
realistic appraisal of require- 
ments before making purchases. 

1'1 p 1 Do. The Committee would like to re- Noted. The position with regard The Cornmi- 
iterate their ofkcrepeated obser- to the disposal of surplus stores ttte may bt 



vation that the maintenance of 
excessive stocks involved the 
tax-payer in a four-fold loss ; 
there is loss ofintemt on capi- 
tal unnecessarily locked up  ; 
t h m  is loss arising from the 
possibility of the stores be- 
coming obsolete and unsaleable 
or disposable only at a rate 
lower than the cost price ; there 
is also avoidable expenditure 
on care and maintenance staff 
besides expenditure on storage 
accommodation. 

as at the end of July, '58 is intimated the 
approximately as follows :- further pro- 

g r e y  made 
in ttus regard 

Figures (in 
lakhs of 

Type of Declared Rupees) 
Stores surplus Balance 

upto Book value in hand 
July, of stores] 
1958 disposed 

of upto ' 
July, 1958 

Plant and 
Machinery. I 59.5 I 89 93 69 ' 58 

The Committee should like to be 
apprised, in due course, of the Spares . . 33'34 2'77 30'57 
latest position in respect of 
disposal of eurplus stores in Other Stores 41 .61  22.64 18-97 
the custody of the D.V.C. and -- - 
at othm Projects undertaken by 
the Government of India. 



19 58 D.V.C. In the case relating to the pur- The matter is under further ex- Find decision chase of Transmission Towers, amination in consultation with awaited. 
the Committee are unable to the Ministry of Law. The 
see how the question of any P.A.C. wilJ be informed of the 
price variation taking place final decision taken in the ma- 
dter the guaranteed date of tter in due course. 
completion of supplies could 
conceivably entitle the contractor 
to any compensation. The 
Committee consider that a3 
there has been default on the 
part ofthe contrsctor in adhering 
to the date of completion, 
that would justify the imposi- 
tion of penalty or liquidated 
damages but cannot confer on 
him a right to claim payments 
which he could not have claimed 
if he had fulfilled the contract 
in time. 

The Committee should be informed 
in due course of the extent of 
the penalty imposed on the 
firm and also of the recovery of 
the overpayment on account 
of pricr variation. 

20 60 D. 1'. C. The Committee are of the opinion Noted. Both the Ball Mills have No comments. 
that the nugatory expenditure to since been dispo:~ed of. The 



the tune of Rs. I ,24037 on the machines were sold to the Bhakra 
purchase of t\vo Uall Xiills could Project at the cost price andthere 
have been avoided had the was no loss on the machines 
D.V.C. taken cxpert opinion themselves. The sum of 
before going in for these mills Rs. 18,731 /- represents infruc- 
instcad of after. tuous cost of work on the 

foundation for installation of the 
machines which were not ultima- 
tely installed. Transport and 
other incidental charges we pay- 
able by  the Bhakra Project and 
have becn included in the bills 
which have not yet heen settled. 

2 I 68 Ministv of I&'/ The tcndcnq on the part of the This has been brought to the notice NO ~ ~ ! n m e n t s .  
Finance/All hii- IJnginccr to proceed with the ex- of dl conccmed. 
nistries/D.V.C. ccut ion of works without to cn- 

tering into a formal agreement 
with thc contractors should be 
discouraged and &finite instruc- 
tions issued in this regard. It is 
regrettable that such a practice is 
at all countenanced by the Ad- 
ministration despite thc Cornmi- 
ttec's oft- repcatcd recommenda- 
tion as reiterated in Para 25 of 
their 18th Report on the D.V.C. 
that save in some exceptional 
circumstances, no work of m y  
kind should be commenced with- 
out the prior execution of the 
contract documents, as such a 



course not only underminq the 
recognised canons of business 
prudence but also at times, Gnds 
to place the Government at the 
mercy of the contractors. 

Ministry of I&P/ 
D.V.C. 

Do. 

In the Committee's o inion, there A note has been submitted (Annex- No comments. P was no justification or resuming ure IV), 
the construction of the swimming 
pool at Maithon after suspension 
for a long period when the cons- 
truction work at Maithon Dam 
had been practically completed 
and the bulk of the labour force 
for whose benefit this pool was 
being constructed had been dis- 
persed. They feel strengthened 
in this view as they learnt that no 
such swimming pool amenity 
had beenthought of by the D.V.C. 
either at Bokaro or Konar or 
Tilaiya or Durgpur. 

The Committee feel that in their A note has been submitted (Annex- No comments. 
case relating to the construction ure V). 
of Ranchi Patna Diversion Road, 
the D.V.C. appears to have under- 



taken an onerous responsibility 
by putting too much faith on 
what was evidently a guess esti- 
mate without taking reasonable 
precautions to ensure that the 
estimate was reliable. The Com- 
mittee desire that the Corpora- 
tion should proceed to fix respon- 
sibility on the persons respon- 
sible for the original unreliable 
estimate on which judgement 
was based. 

Do , ( i ]  The Committee regret to 
note that in the case relating to 
the appointment of Deputy Pro- 
ject Manager and Chief Cons- 
truction Engineer a decision was 
taken by the Ministry of Irriga- 
tion and Power 2f years after the 
actual appointmefit had already 
been made when they could not 
but acquiesce to the appointment 
of the Project Manager which 
had become a fair accompli. 

(ii) The Committee are of the view 
that ad hoc creation of posts in 
this manner, apart from increas- 
ing the establishment charges of 
the Project which are already 
very heavy, results in impeding 
the progress of w o k  on account 

This has been brought to the potice No comments. 
d the D.V.C. 



of the incvitablc dilution of rcs- 
~onsibilities which it involves. . 

( i i i )  The Commrtte$are surprrscd 
that the D.V.C. should h a ~ e  pro- 
ceedcd to make the appointlnrnt 
of the Chief Construction Engi-' 
nrer so shortly after they had 
for valid reasons dccided to drop 
the idea. The Committee can- 
not resist the conclusion that in 
this case the Corporation acted 
without careful consideration. 

25 86 Ministry uf I& PI The Committee are unable to un- See comments against S. No. 3. 
Finance1D.V.C. dcrstandwhy even at this stage of 

the progress of the Project the ad- 
ministrative expenditure persists 
in the upward direction instead 
of registering a steep decline. 
The whole problem need$ the 
urgent attention of Govern- 
ment. 

?6 89 Do. In the caw rclatinp to cxce~$ pay- The arbitration proceedings are mcnt to h i  s. Hind Patcl & Co , still going nn. Having regard 
for certain items of work done t o  the highly technical and com- 
at  Knnar Dam which had been pliceted nature of the issues in- 
succcssivcl~ commented upon volved the D.V.C. expect that 
by the Committee in the past, the arbitration proceedings will 

See para I 14 of 
the Report. 



Do. 

Do. 

the Committee would reserve 
their further commcnts until 
they are in possession of the 
re-ults of the arbitr::tion pro- 
ceedings. 

In  the case relating to the cons- 
truct ion of svnle st,\ff quarters 
at Ilurgapur. !he Chmmittce 
were infi~rnlc~ci that onc of the 
two contractors \ ~ h u  hnd put in 
some csrra claims hat1 rcfuwd to 
sign the Agrccm\nt as he had 
d e r n ~ d c t l  high ratcs and the 
matter had thcrcforc gonc up for 
arbitwtion. 'i'hc Committee 
woulci alvait thc result of the 
arbitration. 

'I'hc (:ommittec \vould sugpcst that 
since. thc. opcrarion uwrk of the 
I>.V.(:.  is almost c ~ ~ m p l .  t t d .  the 
I).\'.( :. shoultl scr iousl  c~onsidrr 
the question of shifting thcir 
hcadquartcrs from (::~lcutta r o 
some other place in the \'alley 
:ind take immccti:~rc action to 
dispose of the propcbrty ncquircd 
by them at Ranchi for construc- 
tion of the Hcadquartcrs otficc 
,and thus rcalisc rhc funds lockcd 
up in this connection. 

la5t till the end of December, 
1958.. 

The nutcome of the arbitration is 
awaited. 

'I'he I1.V.C. has bccn asked to take 
neccssary action for disposal of 
property at Ranchi and also to 
consider the question of shifting 
oft hc Hc:\dquarters. 'I'hc matter 
\ \ i l l  illso be ~ I S C U S S C ~  at the nest 
( :onl?rt ncc of the participating 
(hvcmnicnts.  

The  outcome 
of the arbit- 
ration may 
be intimated. 

(D 
-3 

See para 80 of 
the Report. 

* m e  Minisrp of Irrigation 'and Power 'lave now intimated r ide fl.eir Ofl;ce hlern~r~wdum No.  IS (6 )  DVC 58. dated I xth Apr& 
ys? rhnt it w ~ l l  take at least another six months for the procecdii~gs 10 come to .I close. 



29 Ministry of I& PI The Committee suggest that as The matter will be discussed at the See pwa 48 of 
95 D.V.C. this question regarding the final next conference of the participa- the Report. 

adjustment of the expenditure ting Governments. 
incurred by the D.V.C. on re- 
habilitation of the displaced 
persons in pursuance of the 
policy of "land for land" and 
"house for house" had been * 
pending for over 5 years, the 
Government of India may cdnsi- 
der the desirability of convening 
a high level Conference bet ween 
the representatives of the D.V.C. 
and the Bihar Government under 
their auspices with a view to 
arriving at a mutually acceptable 
settlement, as no purpose is like- 
ly to be achieved by protracted 
correspondence or routine nego- 
tiations between the D.V.C. and 
the Rihar Government. 

n o .  The Committee like to have a report See comments against S. No. 6. 
on the implementation of the 
High Level Lift Irrigation 
Scheme for utilisation of water 
stored in Tilaiya Dam and its 



financial e m  in due course. 
As regar& the low level scheme 
at Durgapur, the Committee were 
informed that this was under in- 
vestigation. The Committee 
desire to be apprised of the 
result of these investigations in 
due course. 



(See S. No. 6 of Appendix I) 

The prospects of irrigation in the upper reaches were poor. The 
technical experts were against irrigation being provided in Bihar 
on the ground that it was uneconomic. In the beginning of 1953, a 
scheme was drawn up but had to be abandoned as the cost was too 
high. The second scheme for the purpose was drawn up in Novem- 
ber, 1954 and this too had to undergo revision and finally has taken 
the shape of the Tilaiya High Level Irrigation Scheme costing 
about Rs. 35 lakhs. This is in the final stage of examination by 
the Central Water & Power Commission. The anticipated financial 
return on this scheme reveals that the scheme is unproductive. 
Government are likely to take a decision very soon on this scheme. 

As regards irrigation in the lower valley, the Government of 
Bengal are taking steps to introduce a bill in the State Legislature 
for levy of compulsory water rates in the D.V.C. commanded area. 

No irrigation is feasible in the Konar area owing to the terrain 
in this region. As regards generation of hydro-power from the 
Konar Dam the question has been deferred on financial grounds as 
it was felt that thermal power would be cheaper than hydro-power 
to be generated at Konar and the money previously intended for 
the Konar hydro plant could best be utilised for installation of 
new thermal plant producing more energy at the same cost. 



ANNEXURE I1 

(See S. No. 10 of Appendix I) 

The interpretations by the Ministry of Law on the points raised 
by the Committee were forwarded to the D.V.C. on 30th July, 1957. 
These were considered at the Second Meeting of the Committee 
held on 24th September, 1957. The Committee felt that their work 
could not proceed further until the allocation of storage capacity at 
each of the dams between the three main objects were finalised. 
The DVC appointed an advisory committee to examine the water- 
management plans of the D.V.C. Dams. This Committee was due 
to report in May, 1958 but could not do so as the Members of the 
Committee were unable to assemble for the final meeting owing to 
other pre-occupations. It  is now understood that the meeting will 
be held at Calcutta on 12th August, 1958, and their report may be 
expected about the end of August. 1958. After the receipt of this 
Report, the Committee on allocation of cost of dams will proceed 
further with the question. 



ANNEXURE I11 

(See S. No. 11 of Appendix I) 

(i) What steps have been taken by the Corporation to ensure that 
the revised schedule fm the completion of the Projects is 
adhered to? 

A close watch is being kept on the monthly progress reports and 
timely action is taken to step up any shortfall in the monthly targets. 
All possible steps have been taken by the Corporation to adhere to 
the time schedule laid down in 1957 but owing largely to circum- 
stances beyond control, it has not been possible to complete the 
Maithon Hydro Station within the target dates. The target date of 
completion of the Panchet Hill Project has also been shifted to June, 
1959. The circumstances leading to the change in the Schedule are 
explained below: 

The three units of the Maithon Power House were scheduled to 
go into operation in June, 1957, September, 1957 and December, 
1957. The first and the second units went into operation on the 
31st October, 1957 and 31st May, 1958 respectively while the third unit 
went into operation in August, 1958. The main reasons for the 
delay are indicated below: 

(i) Delay in delivery of the Actuator Control Panel for Unit 
No. 1 which was received at site only in June, 1957. 

(ii) Non-availability of oxygen for a long period during 1957 
on account of strike in Indian Oxygen and Acetylene 
C0.k Works. 

(iii) Flight of experienced Welders to better-paid jobs in nearby 
projects causing serious set-back to progress in 1957. 

(iv) High incidence of influenza in the camp during epidemic 
in 1957 leading to heavy absence from work. 

(v) Non-receipt of components of Hydro-electric equipment in 
time. 



Panchet Hili: 
The Panchet Hill dam was scheduled to be completes in Decem-- 

ber, 1958. The earth dam including the dykes has been almost com- 
pleted. The work remaining to be done in stripping of earth slope,. 
sodding with grass, additional rip-rap, protection paving surface- 
roadway and lighting. The earth dam is expected to be completed 
by December, 1958 excepting two small portions of the wraparound 
on the downstream of the right and left abutments whlch have to- 
wait until the two electric cranes and the trestles are dismantled' 
and removed i.e. some time in April and May 1959. 

Regarding the concrete dam, 93 per cent of the concrete work 
has been completed. The Project has still to receive the concrete- 
embedded parts which are inserted into the piers, without which? 
the construction of the piers cannot be completed. The biggest 
bottleneck has, however, been caused by the delay in delivery by 
TEXMACO of the spillway gates. The contract provided for com- 
plete erection by 6th February, 1958 subject to steel being available 
within 618 months from the date of the Letter of Intent. Unfortu- 
nately, the schedule for supply of steel could not be adhered to 
inspite of all parties concerned having done their best to overcome 
the dif8culty. At a meeting held in the Office of the TEXMACO a t  
Calcutta 09 31st January, 1958 the Corporation was assured that the 
15 Crest ~ a t e s  would be ready for delivery by January, 1959. There 
was a further meeting with the TEXMACO on 20th August, 1958 in 
which they gave a revised schedule of delivery whereby they would' 
deliver 4 gates by October, 1958 and complete the supply of all gates 
by 31st March, 1959. If this schedule is not disturbed, there is a. 
prospect of the Crest Gates being installed and the dam being com- 
pleted in all respects by 30th June, 1959. It must be emphasised, 
however, that the Panchet dam has been completed up to the bottom 
of these Crest Gates and that water is being impounded in the 
present monsoon and the level of water in the reservoir already 
reached El. 402.80 on 10th October. 1958. This helped to a great 
extent in regulating the unprecedented flood on the 15th and 16th 
September, 1958. 

Regarding the Power House, the overall progress upto the end 
of July, 1958 is about 78 per cent. It is expected that the Power 
House will be completed by June, 1959. It is necessary to explain 
in some detail the circumstances leading to the delay in completing 
the Power House. A Fault Zone was exposed during the course of' 
excavation in January, 1955. Original plants to encounter the situa- 
tion were to excavate the zone to clear out all w e ~ k  materials a d  
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if sound unaltered schist was encountered a t  moderate depth then 
tht! excavation would be carried to that point and the excavation 
refilled with concrete to the general level of the foundation rock. 
The matter was reported to Messrs Harza Engineering Co. Febru- 
ary, 1955. Simultaneously the problem was being explained by 
Geological Survey of India The first report in this respect was 

submitted in April, 1955 and the second report in ~ e ~ t e m b e r ,  1955 
by Officers of the Geological Survey of India. The second report 
dealt extensively with the nature of soil and suggested certain treat- 
ment of fault zone but th- -:lmc v.as not agreed to by Messrs Harza 
Engineering Co., vtde their letter No. R1808 dated the 23rd January, 
1956. 

The fault zone was also inspected in February, 1955 by the mem- 
bers of Board of Consultants consisting of two American Consultants 
and the Chief Engineer, Hirakud Dam Project, and the fact of this 
was recorded in Consultants' Report of February, 1955. 

The nature of treatment of fault zone was not decided by Messrs 
Hama Engineering Co. even in December, 1955. Then came a 
representative of Messrs Harza Engineering Co. in February, 1956 
for a visit to site and he desired further excavation to be carried 
out in the Power House area before a h a 1  decision could be taken 
for treatment of the shear zone. Thereafter, a further inspection of 
the site by their representative was suggested by Harza Engineering 
Co. after the requited excavation was completed in May, 1956. This 
time a representative from the Geological Survey of India as well 
as  the Chairman, Central Water & Power Commission, and the Chief 
Engineer, Hirakud Dam Project, were also invited to join the inspec- 
tion. The inspection was carried out by two representatives of 
Hazra Engineering Co. and one representative of Geological Survey 
of India as the two other members namely, the Chairman, Central 
Water 81 Power Commission, and the Chief Engineer, Hirakud Dam 
Project, could not attend due to previous engagements. The final 
report regarding treatment to be done was submitted by the group 
son the 15th May, 1956. 

Excavation work in the fault zone which passed through the 
power house area and Blocks No. 3 and 4 of- the Dam 

.could be resumed only in May, 1956. The Consultants 
recommended deeper foundation for t t e  Power House 
structure involving additional excavation work. The Corpora- 
.tian decided to carry on the excavation work even during the 
monsoon by dewatering the pits but this plan failed as the two high- 
lift pumps procured for the purpose had to be rushed to Maithon for 



dewatering the Maithon Power House area which was endangered 
'by flood. No work could, therefore, be done during the monsoon 
of 1956, which extended upto November, 1956. When excavation 
work was started after the monsoon, a fold of mica schist zone was 
.observed on the right flank which started slipping with exposure 
to weather. The Corporation had, therefore, to put up a breast-wall 
against the fold to prevent further slipping. This breast-wall had 
again to be extended as the foundation for the Power House was t o  
'be taken further down. Underpinning, therefore, became necessary. 
The  result was that concreting in the power house which was to 
commence in May, 1956 according to 1955 Schedule could be started 
only in February, 1957. The construction schedule was, therefore, 
revised in 1957. 

This schduir. was based on the anticipation that Blocks 3, 4 and 
5 of the Dam would be raised upto El. 335 and the Power House 

foundation upto El. 299, i.e. the floor level, before the 1957 monsoon. 
The Corporation set up a Ring Bund on the upstream side and 

.earthen coffer dams on the upstream and downstream sides of the 
dam to protect the power house area and work there as long as 
possible but no work could be done b c p n d  3rd July. 1957. Block 
No. 3 could be raised upto El. 333 and Block No. 5 to El. 330, but 
no work could be done on Block 4. Concrete work on the second 
unit of the power house went upto El. 290 and that of the first unit 
t o  El. 270. This was due to the fact that the Crawler type crane 
working on the Power House concreting could not reach the opposite 
.end of the Power House and carriage by head-load had to be resorted 
t o .  On the dam side, the extension of the trestle bridge beyond 
Block No. 6 could not be cornplcted for want of fabricating steel 
while Block No. 4 was outside the command area of the Crawler 
Crane. Added to this was the fact that no work could be done beyond 
3rd July. 1957. 

Two heavy floods passed over Panchet-one on the 4th of July. 
1957 and the other on the 20th July. 1957. The coffer dams up and 
down-stream breached and water started flowing over the power 
rbouse side. Damages to the upstream wrap-around at the end of the 
retaining wall were noticed and more dumping was done immedia- 
te ly  after the first flood subsided. The second flood of the 20th 
July '57 was in the order of 80,000 cusecs and due to severe erosive 
action against the retaining wall, the whole of the dumped rock was 
washed away. The wrap-around in front of the upstream retaining 
wall was undermined by severe churning action and crosscurrent 
thereby exposing a deep gully immediately fronting the permanent 
.concrete retaining wall. As the Power House gap could not , be' 
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filled up before the monsoon, the whole water found its way intc, t h e  
Power House area through the lower portions of Blocks 4 and 5, 
carrying with it silt, boulders and debris which filled up the entire 
power house area downstream of the Dam. Besides the time taken 
in taking protective measures, the time required for desilting this  
area after the monsoon of 1957 extended to January, 1958, which 
meant approximately a loss of four months. It  was, therefore, 
necessary to re-schedule the power house construction. The direct 
cause of this hold-up was the severe damage caused by flood in 
July, '57, which would have had little or no effect on the construc- 
tion of the power house if the decision about the final foundation 
level of the power house and the  mode of treatment of the fault zone 
could be taken earlier, say about December, '55, in which event con- 
creting work on Blocks 3, 4 6: 5 could be raised to a safc level long 
before the monsoon of 1957 with the help of Crawler Cranc n.i!h- 
out waiting for the Trestle bridge. 

The second bottleneck was provided by the difficulty in obtaining 
timber for shuttering. A supplier undertook in May, '56, to supply 
200 tons of timber by the first week of July, 1956. As no supplies 
were received even in September. 1956, a distress purchase of 20. 
tons was arranged in October, 1956, which was delivered on 9th 
January, 1957. The first supplier supplied a small quantity for the 
first time on 24th January, 1957. As no further supplies were forth- 
coming even in April 1957. a stop-gap arrangement was made in 
May 1957 with the second supplier to supply 22 tons of timber by 
the 10th May. 1957. No further supply was received from the first 
supplier even at this time. An agreement was then executed with 
the second supplier in June 1957 for the supply of 160 tons of timber 
to be delivered before end of July 1957. This supply was received 
as follows:- 

September, 1957 
November, 1957 
January. 1958 
February, 1958 
March, 1958 
April, 1958 
August, 1958 

4 consignments 
4 

. .  8 
6 

. .  6 

. .  3 
. . Last consignment. 

Meanwhile the first supplier despatched four consignments in. 
January, 1958, March, 1958, April, 1958, May, 1958 and failed to make 
any further supplies. The total supplies made by him against t h e  
indent for 200 tons was only 69 tons. The manner of supplies 



indicated above caused serious bottleneck a t  various stages of work 
and they had to be supplemented by distress purchases, once in  
October, 1957, once in May 1958, twice in June, 1958, twice in July, 
1958 and once in August 1958. The quantum of distress purchase 
ranged from 8 tons to 25 tons on each occasion. The first supplirer 
ultimately failed to  fulfil his contract and his agreement has since 
been rescinded. The question as to whether any penalty should be 
imposed on the suppliers of timber for their failure to supply the  
timber within the stipulated dates is being looked into by the 
Corporation. 

(ji) What were t h e  reasons for the delay z n  the deltvery of the Actu- 
ator Control Panel and  ton-receipt of components of Hydro-elec- 
tric equipment in tlme in the case of Maithon? 

In the course of execution of the work it was felt sometime about 
July,  1956 that a few additional components and accessories includ- 
ing Actuator Control Panels were necessary. Procurement action 
in respect of these materials was initiated with the Manufacturers 
of the main plant in August, 1956, but the negotiations could not be 
finalised until January,  1957. The matter was discussed by the Cor- 
poration with the Manufacturers' Rcpresentatives and was formally 
taken up  with them in August, 1956. Their first letter of 21st 
September, 1956 discussed certain technical matters referred to in 
the  Corporation's letter and said that the wiring diagrams of the new 
panels would be  forwarded to the Corporation in the course of the 
next few days. The wiring diagrams for the panels were received 
by the Corporation on the 20th of November 1956. The diagrams 
were studied and returned to them on the 20th December. 1956. with 
the comments of the Chief Electrical En!:ineer. Their final accept- 
ance was recei\ved early in January, 1957. Letter of intent was issued 
on the 21st February, 1957 and the formal supply order in March, 
1957. The materials were actually received at site in June,  1957. 
The delay was more in finnlising the procurement arrangement than 
in the delivery. 

( 1 1 1 )  Witat acrlort had 'heen takerr by t h e  D.V.C. for non-delitwr!~ of 
the spillway gates by TEShZACO and t~ojt-supply of timber sirttt- 
fennp h i  the  s l ippl~tm  PI the case of Pa1tcht.t Hill Dam? What tras 
tile penalty tmposed o n  the szippliers z t t  all these cases for 1 1 0 7 ! -  

supply of goods within stipulated dates? In case no penaltg tcas 
itripwed what were the reasons therefor? 



Regarding TEXMACO, the time allowed to TEXMACO under the 
contract for delivery of gates was 10 months after the supply of steel. 
As materials in a reasonable quantity were available to them only 
in June, 1958, TEXMACO is entitled to an extension of time upto 
April. 1959, for delivery of the gates. They have promised to deliver 
the gates by 31-3-1959 and have already delivered 5 gates a t  site and 
part of the 6th. It is premature to consider the question of penalty. 

Regarding Timber Suppliers, considerable difficulties have been 
experienced in locating reliable suppliers of timber for shuttering. In 
these circumstances. the first supplier was allowed extension of time 
from time to time. The last extension expired on 31st July. 1958. As 
he could not complete the supply even by this date, his contract 
was rescinded on 28th August, 1958- The final statement of their 
accounts with the Corporation was received from the Field Accounts 
Officer in December. 1958 and the Supplier was asked on 10th 
January. 1959 to show cause why the Security Deposit should not 
be forfeited. Two Security Deposits aggregating to Rs. 11,100 
against earlier orders executed by this Supplier were arranged to 
be transferred as Security Deposit in respect of this order but the 
refund bills having already been endorsed by the Firm in favour 
of a Bank. the Corporation ordered in February. 1959 to pay this 
sum to the Bank and to withhold Supplier's dues amounting to about 
Rs. 9.600 pending settlement of the question of penalty. 

The second supplier undertook'to supply 160 tons. In this case 
also, time was extended from time to time upto 16th August, 1958- 
particularly in view of the difficulty in securing Railway wagons. The 
full supply was received by this date. 



ANNEXURE N 
(See S. No. 22 of Appendix I) 

Present position stating action taken in respect of Swimming Pool 

The Corporation considers that even after the dispersion of some 
labour forces the population a t  Maithon at the time justified the 
resumption of construction of the Swimming Pool. In the mean- 
time the Electricity Department at  Asansol had shifted to Maithon. 
The Disposal Department has also shifted to Maithon. The total 
establishment of the two departments is 11 officers and 49 staff 
members. Some further establishments are likely to move to Maithon 
in thc ncAal- future. Apart from this, when Ma~thon is developed into 
a Tnurist resort, the swimm~ng pool would be an added amenity. 
Thr Ministry of Transport are In correspondence with the Corpora- 
tion In regard to developing tourist traffic In the Valley. 

Bokaro, Konar, Tilaiya or Durgapur do not provide a parallel for 
comparison in this regard as the establishment at these places was 
very much smaller than at Maithon where in addition to the 
Maithon Project, there is a large establishment including the Elec- 
tricity Department, the Chief Engnecr's Office. the Design Office, 
and thc Workshops. ctc The Swirnmlng Pw1 has been completed 
at  a cost of Rs. 30.342. Had the work not been resumed, the expen- 
diture already incurred amounting to Rs. 27,866 would have been 
totally infructuous. A further expenditure of Rs. 2,476 only thus 
provided a useful amenity to the Maithon staff. 



ANNEXURE V 
(See S. No. 23 of Appendix I) 

Present position stating action taken in respect of Ranchi-Patnu 
Diversion Road 

As already explained in detail the main reasons for the excesses 
over the original estimate were the following: 

(i) Vital changes in the design and specifications made by the 
Ministry of Transport, Government of India. (See para 
8 of the earlier report reproduced on page 17 of the 
Third Report, Vol. 11) 

(ii) Provision for improvement of an additional length of 
three miles with a high level bridge thereon in respect 
of which the (original) site and the specifications were 
subsequently changed by the Ministry of Transport. 
(See para 13 of the earlier report reproduced on pages 
19-20 of the Third Report, Vol. 11) 

(iii) Foundation difficulties on Barakar Bridge. (See para 10 
of the earlier report reproduced on page 17 of the Third 
Report, Vol. 11). 

In forwarding the first estimate to the Government of India, it 
was clearly stated that it was an approximate allocation of cost based 
on certain specifications. The Government of India carried out 
radical changes in the design and specifications and desired that 
collection of materials should be taken in hand in anticipation of 
approval of the estimate. Further changes were also made subse- 
quently from time to time. I t  is, therefore, difficult to put the blame 
on any particular person, far less on the Engineer-Officer of the Cor- 
prration who made the first estimate. 



APPENDIX I1 

Notes on points on which infwmation was called for by  the Public 
Accounts Committee on paras 4, 6 ,  7, 9, 10, 18, 24, 26, 29 and 31 
o f  the Audit Report. 

(1) Para 4 of the Audit Report for 1956-57-Nugatory expenditure on 
the manufacture of Hana Gates for Maithon Dam 

(a) What was the total amount sanctioned for the manufacture of 
Harza Gates and the number thereof? 

There was no sanctioned amount for manufacturer of the Harm 
Gates as such. The 1952 Project Estimates for Maithon and Pan- 
ehe t  provided for 48 Undersluice Gates--20 for Maithon at Rs. 1.75 
lakhs each and 28 for Panchet a t  Rs. 2,18,000 each. This was super- 
seded by the estimate for 1954 which provided for 5 gates for 
Maithon at  Rs. 1-50 lakhs each and 10 gates for Panchet at Rs. 1.75 
'lakhs each; 

,(b) What was the cost of departmental manufacture of Harza Gates 
of various sizes? 

The cost of  the Harza Gate manufactured in the Workshop and 
installed at  Panchet was Rs. 1,79,603. This cost would have gone 

.down considerably, if all the 15 Gates for Maithon and Panchet 
had been constructed at  our Workshop. The cost of th*e two 
smaller Harza Gates manufactured for the Tilaiya Project was 
Hs. 63.965. The size o f  the Panchet Hill Gate was 5'-8310' 
while that of the Tilaiya Gates was 1'-11" s 2'-11". 

(c) What was the total number of  such gates manufactured? 

One for Panchet and two for Tilaiya 

(2)  Para 6 of the Audit Report for 1956-57-Loss of bricks 
\ 

"Whether the copies of documents filed in Court were produced 
before the Investigating Oficer. I f  riot. what are the reasons 
therefor? Any further information, which the D. V .  C. may 
have, may also be furnished? 

The documents in question were Measurement Books which 
-were not available to the Investigating Officer. They were filed 
in the Court on 13th April, 1956 as exhibits in connection with a 



Civil suit filed by one of the Contractors for alleged' n o n - p a y m t .  
of certain quantities of bricks manufactured by him. It  is under- 
stood from the Corporation's Lawyer that these exhibits cannot be 
withdrawn until the case is finally disposed of. The case is still 
proceeding and the exihibits are not available. 

(3) Para 7 of the Audit Report, 1956.57-Avoidable expenditure 

What action has been taken to jix the responsibility for importi* 
articles by air in this case? 

At the time the indent for the belts was placed (April, 1956) 
there were two Loader Belts in stock of which one was issued to 
the job on 21st July, 1956 and the other on 12th September, 1956. As 
the licence could not be procured until the third week of Decem- 
ber 1956, i.e. three months after the last belt in stock had been 
issued to the job, it was considered necessary for the belts to be 
air-freighted so as to serve as a reserve against breakdown of the 
Loader. The delay in fmalising the procurement arrangements was 
partly due to the formalities required to be followed by ou r  
Central Purchase Department and partly due to delay in obtaining 
the import licence. The following table will show the movement 
of the case : 

18456 

26-4-56 
9 

3-5-56 

17-5-56 

Indent received in Calcutta. 

Quotations called. 

Quotations received. 

Director General, Commercial Intelligence & 
Statistics requested to arrange publication of the 
advertisement in the Indian Trade Journal as the 
cost exceeded Rs. 10,000. 

Tenders opened. 

Panchet Hill Project asked by Purchase Depart- 
ment whether forward delivery term wouid be 
acceptable as the date of delivery was specified by 
them as 20th July, 1956. 

Panchet Hill Project conftrmed that the forward 
delivery term would be acceptable. 

Thls letter was not received in the Purchase Department and t h s  
Fanchet Hill F'roject was reminded on 28th July, 1W to reply to 
Purchase Department letter of 19th June, 1956. 



1-8-56 Panchet Hill Project confirmed that forward de- 
delivery would be acceptable. 

9-8-56 Supply Order issued on the basis of delivery with- 
in 20124 weeks from date of receipt of the Pur- 
chase Order! 

m e  above table accounts for the lapse of about 4 months in 
ha l i s ing  the Purchase Order. There are two matters to be noted, 
viz. (i) it took one month to issue the notification in the Trade 
Journal, and (ii) there was considerable delay in ascertaining from 
the Project whether forward delivery term would be acceptable. 
Regarding (i) ,  the indent was received in Calcutta on 18th April, 
1956. As the indent did not specify the price. the Officer in charge 
asked his office on 21st April, 1956 to take action for ascertaining 
the current price. Nothing in the file indicate that attempts were 
made to ascertain the price over the phone but Good-Year could 
not be contacted over the phone even on 25th April, 1956 when the 
draft of a formal letter was put up. This letter was issued on 
26th April, 1956 and Good-Year's reply was received about the 3rd 
of May 1956 but reached the dealing clerk on 10th May, 1956. The 
Director General, Commercial Intelligence, was asked on 17th May, 
1956 to arrange publication in the Indian Trade Journal. This is a 
procedural delny explained hereafter. Regarding (i i)  , Panchet Hill 
Project was asked on 19th June,  1956 to state whether the forward 
delivery term would be acceptable. The Project is reported to have 
replied to this letter on 3rd July, 1956 but this letter was not receiv- 
ed in the Purchase Department. The Project was reminded on 
26th Ju ly ,  1956 and the final reply was received on 1st August, 1956 
by teleprinter. This was an accident for which it is not possible to 
hold anybody responsible. 

Then the trouble arose about the import licence. The applica- 
tion for import licence was received from the Suppliers on 25th 
August, 1956. As import licences are dealt with in another Section, 
the Procurement Section which received the application had to 
prepare cupies of pupporting documents, such as Supply Order 
and the Ffnn's letter of declaration about quota licence, etc. This. 
took mme time and the Ale along with the copies of relevant docu- 
menb was sent to  the Import Licence Section on 14th September, 
1W. The Import Ucencc Section found on 14th September, 1956 
that the application form was forwarded in duplicate although they 
were q e d l d l y  asked to furnish the appllcatjbn in triplicate. 
Some time was taken to obtain the requisite form, to fill up  the 
respective columns and to get It printed. The application forms 



accompanied by the requisite documents were ultimately sent by a 
Specid Messenger on 27th September, 1956. 

The Joint Controller of Import wrote back to us on 8th October, 
1956 requiring the Corporation to submit written declaration from 
both Good-Year and Dunlop to the effect that the belts cannot be 
mnufactured in India. This letter was received on 10th October, 
1956. 11th to 19th October were holidays while the 20th was 
Saturday. The file was put up to the Officer in charge on 23rd 
October. 1956 and the office note indicates that they were contacting 
Dunlop over the phone. As we had already a certificate from Good- 
Year, the Purchase Department states that telephonic enquiries 
were made more than once and they were informed by Dunlop that 
the certificate was in course of issue. As nothing was actually coming 
in, a formal letter was issued on 7th November, 1956. Dunlop ulti- 
mately replied on 14th November, 1956 which was received in the 
Section on 19th November, 1956. This letter along with Good-Year's 
letter of 1st October, 1956 was passed on to the Joint Controller of 
Imports on 27th November, 1956. Good-Year's letter of 1st October, 
1956 was not sent up earlier as there was no use sending up their 
declaration only. After the issue of this letter, contacts were made 
over the phone more than once although there is no formal record. 
There is, however, a record of personal contact by the Asststant 
purcime Otfrcer on 6th December, 1956, when we were. informed 
that the licence was in course of preparation. The licence was ulti- 
mately received on 21st December, 1956, and passed on to Gocd-Year 
on 22nd December, 1956. 

It  may be observed in this connection that the Purchase Depart- 
ment is a pretty large organisation with various Branches to deal 
with various subjects and they have to deal with a large number 
of indents and supply orders. Files have to move from Section to 
Section and from M c e r  to Officer. Then there are occasional bottle- 
necks in the Record and the Typing Section when there is pressure. 
Some procedural delays are bound to take place under such clrcum- 
stances unless a particular indent is of an emergent character. In 
the case of a particular indent delays at particular stages may occur 
but practical difficulties very often encountered make things move 
slower than one would like. The Purchase Department has to make 
hurnerous contacts over the phone with supplier's and manufacturers* 
representatives in Calcutta and it is not practicable to keep a record 
of every such contact. In this particular case we have got clear 
record of telephonic and personal contacts on three occasions and the 
mere fact that all contacts, telephonic or personal, are not recorded 
in the files should not be taken as a proof that nothing was done by 
the Purchase Department to expedite matters. 



(4) Para 9 of the Audit &port, 1956/57-Avoidable expenditure: 

What considerations weighed with the DVC for sanctioning fresh 
purchase of the materials and not accepting the repaired mate- 
rials with the original guarantee? 

The main considerations were the time factor and the lack of 
Manufacturer's guarantee of performance of a Plant with required 
bushings. The Corporation were informed by the Suppliers in 
September, 1951 that bushings repaired in India would not carry the 
original guarantee of performance. It was, therefore, decided at 
a joint meeting held on 25th January, 1952 between the representa- 
ti&s of the Corporation, the Insurance Company and the Suppliers 
that the Insurance Company would pay for replacement or repairs 
cost whichever was lower and that Messrs. Eastern Equipment and 
Sales would arrange for the return of the damaged equipment to 
Japan for replacement or repair. Subsequently on 24th March, 
1952 there was a discussion with Messrs. Eastern Equipment and 
Sales, the Manufacturers' representatives, in which the Corporation 
were advised that any equipment repaired would not hold the 
original guarantee. They, therefore, wrote to the Insurance Company 
on 27tn March, 1952 informing the latter that the decision of the 
meeting of 25th January, 1952 would not hold good in view of the 
latest information available with the Corporation and that the 
question of sending the material for repairs to Japan did not arise. 
A copy of the Corporation's letter of 27th March, 1952 was endorsed 
to Eastern Equipment & Sales who acknowledged this letter saying 
that they would be awaiting receipt of the replacement order before 
taking any further action. The fact of this meeting of 24th March, 
1952 was dso recorded in the Corpor~tion's file by the concerned 
Engineer in his own handwriting dated 1st August, 1958. Copies of 
letter of 27th March, 1952 to thc Insurance Company and the reply 
from Eastern Equipment and Sales are enclosed to this note for 
: ~ r . ~ s n l .  (Annexures I & 11). 

The Insurance Company. however, insisted on the bushings bang 
s m t  out for rcap.lirs. Prolongcut negotiations and correspondence 
were going on and the matter could not be finalised even in Ma;; 
1952, when it was felt that any further delay in making firm arrange- 
ments about the damaged bushings would not enable the Corporation 
to complete the Powcr House within the target date. Action was, 
therefore, taken to place orders for replacement bushings. It was 
only in  .luly, 1953, i.e. qbout 5 months after the Power House was 
completed, that the Insurance Company informed that the Manu- 
facturers in Japan were agreeable to offer the original guarantee with 



Pepaired bushings. It is not known how they managed to get it but 
the fact remains that such an assurance was not aveilable in time. 

(5) Para. 10 of the Audit Report, 1956-57-Bokaro Thermal Power 
Station 

( a )  How many sittings were held. by the Committee set up- 
by  the Government of India to investigate whether full 
value for the money spent on the Bokaro Thermal 
Power Station hhs been received? 

( b )  What is the total expenditure iircurred on this Committ~e 
since its constitution ( includi~~g T.A.. D.A. etc) . 

(c) When the Committee is likely to cm~clride their wmk and 
submit the Report to Government.? 

(a) The Committee has so far held two sittings on 6th June, 
1956 and 28th March, 1958. 

(b) The expenditure incurred on the Committee since its con- 
stitution is approximately Rs. 1.000. This represents T.A. and D.A. 
drawn by a Member and two officers of the Government of India. 
The Committee was part-time and the members of the Committre 
draw pay from their respective offices. 

(c) The Committee have already collected the requisite data On 
examination of the data, the Committee called for in Mav. 1958, 
clarification from the Damodar Valley Corporation on certain points 
The Corporation furnished the required clarification on thc 19th 
September, 1958 except on two points for which they have again been 
addressed on 23rd October, 1958 and 5th November, 1958 by the Com- 
mittee. The Committee, however, hope to halise their report short- 
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(6) Para 18 of the Audit Beport, 1956-57-Departmental construetiom 
of Cable Trenches 

W e e  the iwegularities committed by the 0-1 responsible in the 
departmuntd construction of Cable Trenches communicated te 
the Hindustcln Steel Private Limited either a& the time of for- 
warding the application of that Oficer to this Company, or 
bkr? 

The Of3cer was permitted in October, 1957 to apply for a post under 
the Rfndustan Steel Private Limited. The Hindustan Steels wrote to 
the Corporation in November, 1957 adsing for his character roUa 
which were forwarded on 21st November, 1957. This a m  waa not 
mentioned in the Corporatian's repart to fFi- Steels as it was 



still under investigation and responsibility of the Officer in the 
matter had not yet been .determined. In fact his explanation was 
called for in December 1957 and received in January 1958 but'it was 
decided that he need not be punished because he was due to leave 
the Corporation's service shortly. The facts of the case were com- 
municated to the Hindustan Steel Private Limited on 17th Septem- 
ber, 1958. 

(7) Para 24 of the Audit Report, 1956-57-Utilisation of D.V.C. water 
for Imgation purposes 

(a) What quantity of D.V.C. water is expected to be utilised for Irri- 
gation Purposes? 

Under the 1951 Water Management Plans the quantity of water 
that would be available for irrigation purposes was estimated at 2.02 
million acrc fccd for Khsrif and 0.45 mill~on acre feet for Rabi irri- 
gation. The latest review made by the Water Potential Committee 
whose report has just been received, 1nd1c:ttcs that the total quantity 
.of water expected to be available for Kharif irrigation purposes 
would he 1 25 mllllon acre feet on the  aIVeraqe (Minimum 1.00 
million acrc f c h ~ t  and the maxlrnum 1.68 million acre feet). The 
extent of Rabi lrr~gation depends on the \vater available in tho re- 
servoir at  the end of the Kharif season 

(b) What is the area of land eqected to be irrigated9 

Under the Water Management Plans of 1951 the area expected to 
be irrigated was 1.036 million acres for Kharif and 0 . 3  million acres 
for Rabi. Notwithstanding the smaller quantity of water now 
available for irrigation, the latest review by the Water Potential 
Committee assesses the area for Kharif irrigation at 1.044 million 
acres which includes 1,85,000 acres sen-ed by the existing ~rrigation 
System of the West Bengal Government. The area expected to be 
utilised for Rabi irrigation will have to be fixed each year on the 
basis of water available in the reservoir at the end of the Kharif 
season. 

(c)  What are t h e  reasons for delag and shortfall in the utilisation 
of water? 

( i )  In April 1955 the Corporation informed the Government of 
West Bengal that it would be possible for them to irrigate one lakh 
acres of land during 1955 subject to completion of work in priority 
zones. The necessary associated canals were constructed and in June, 
1955 the s t a t e  Government was given an assurance that the Cot- 
poration was ready to supply water from the canals with effect from 



the first week of July 1955 on requisition. There was, however, no. 
requisition for water from the West Bengal Government during the 
year 1955. 

(ii) E'or the Kharif season of 1956 the corp&ation declared its 
ability to irrigate 1-53 lakh acres of land from 1st July, 1956. Leases 
were executed for 19,877 acres but actual utilisation was only to the 
extent of 11,271 acres. The shortfall was due to flood damages of 
September 1956 and surreptitious cuts by villagers. As there was 
no compulsory levy of water rate, only a few cultivators agreed to 
accept water on a contractual basis although many other cultivators 
actually received irrigation water for which they did not pay any 
water rate. 

( i i ~ )  For the Kharif season of 1957 the Corporation was In a 
position to irrigate an area of 1.91 lakhs acres. The actual area irri- 
gated was, however, 86,000 acres. It  may, however, be mentioned 
that an additional area of about 30,000 acres of land cut off from the 
Old Irrigation System during 1956 flood received water from the 
D.V.C. canals in 1957. 

Apart from the absence of legislation for a compulsory levy, the 
main reasons for the shortfall were as follows:- 

(i) Side-slip of canal banks. 

(ii) Public opposition to removal of gaps at certain points 

(iii) Interference by villagers by raising cross bunds and pre- 
venting w3ter from flowing down as also b? surreptitious 
cuts at certain points. 

(iv) Breaches or normal damages at certain points which are 
usual for some time after construction. 

( v )  Theft of Regulator parts. 

( IV)  For the Kharif season of 1958 the Corporat~on offered to ~r-n- 
gate 3.37 lakh acres of land. The total area irrigated during the 
Kharif season of 1958 was 4.88.444 acres including 1,86,558 acres for- 
merly irrigated through the West Bengal Governments' Canal' 
System. There was a joint survey by the Engineers of the D.V.C. and 
the West Bengal Government and the actual irrigated area assessed 
by the Engineers of the West Bengal Government was 4,29,421 acres. 
While there were small discrepancies in two areas, the discrepancy 
in the Lower Damcdar Division is rather abnormal. The report of 
the joint survey indicates that the time allowed for the investiga- 
tion was too short and the investigations had to be restricted tcr 



broad principles only and suggests that the abnormal difference in- 
dicated in the Lower Damodar Division requires more detailed exa- 
mination. A further detailed survey is being undertaken with a 
view to arriving at the correct acreage. 

(d) What steps have been or are proposed to be taken by the D.V.C. 
to enforce full and proper utilisation of the waters? 

The D.V.C. have no powers to take any direct action to enforce full 
and proper utilisation of irrigation water. This must rest with the 
State Go~~ernment.  The main bottleneck seems to be the lack of 
legislation to enforce a compulsory levy of water rates. The Gov- 
ernment of West Bengal have recently brought in a compulsory levy 
bill which has been passed by the Lower House of the State Legis- 
lature and will be taken up for consideration by the Upper House 
in its next Session. The ather minor difficulties referred to under 
c(iii) above have been brought to the notice of the West Bengal 
Government with a view to taking necessary remedial action. 

(8) Para 26 of the Audit Keport. 1956-37-Purchase of boats for use 
of D.V.C. lakes 

How many boats are artuall?j requ~red 11!9 the Corporation and how 
??tang are surplus7 What actloll 1s bezng taken to dispose of the 
surplus ones? 

Bes~des the 27 Pepsu boats there arc another 17 boats purchased 
by the Corporation. A statcmtant showlng the particulars of the 17 
boats, the date of thelr purchase and the purpose of the purchases 
is enclosed. (Annesure 111) I t  h.ts not tvcn posslblc within the 
short time ava~lable to detcr~nlnc In all cases the source from which 
the purchase was made. 6 FOL boats have already been declared as 
absolute surplus anqorders isbued on 3rd September, 1958 to d~spose 
of them at thc best p r m  available It 1s also proposed to sell 6 sail 
boats to  the Yacht club at hlaithon ~f a reasonable price is offered by 
them. Otherwise. the?; will bc stabled for the present in the Boat 
House at Maithon along \vlth the Yacht club boats and used for 
tourists. If tourist traffic does not brmg In suffic~ent income they 
will also be sold out. The Corporation are also esamining whether 
Fishery and Malaria Control could make a jolnt use of boats at each 
reservoir, in which event some further boats may also be available 
for disposal. 

The Chief Engineer hes been asked on 7th October, 1958 t(> re- 
examine the whole matter and to assess the absolutely essential re- 
quirement of boats after taking into account the non-Pepu boats. 
dso so that the maximum number could be sold out. 



"(9) Pam 29, of the Audit Report, 1956-57-Write off and losses etc. 

(a) What were the reasons for the breakage etc. of the A. C. Sheets 
at Panchet Hill? Has any responsibility been fixed in the 
matter?; 

The materials in question were Asbestos cement sheets and ridges 
which are liable to breakage in handling and crack under pressure 
of upper layers. I t  represents the accomulation of normal breakages 
of large consignments received at Panchet from the very beginning. 
The failure to adopt the ,normal procedure of writing off breakages 
as and when they came to notice accounts for this accumulation 
which represents about 3 per cent of the total receipts by the 
Project upto November 1953. No particular persons can be held res- 
ponsible for the breakages which are about 3 per cent and which 
is considered as normal. 

a (b) What were the reasons for the purchase of the ntnchzne 111 ques- 
tion? Was the purchase of the mach~nes  sanctzoned by the 
competent authority? 

The two mixers were purchased from Railway Surplus in 1950 
' on the basis of a selection made from the disposal list by the then 
Engineer-in-Charge. Barrage & Irrigation Project. No specific sanc- 
tion of the Corporation appears to have been obtained The pur- 
chase seems to have been made by the then Engineer-in-Charge 
against future requirements for construction of the Durgapur 
Barrage, 

(c) Why the machines could not be used for the purpose for which 
they we7-e intended? What was the amount of expadi ture  in- 

,curred on repairs of the machines? Has any responsibilzty been 
$red in the matter? 

The machine are reported to have been inspected before purchase 
by an Inspector of the Corporation who certified that they were in 
good working condition. They are reported to have been received 
at site in December 1950. From a report of the then Executive 
Engineer dated 28th February, 1952 it appears that the Blaw Knox 
Mixer was in complete working condition while the Anderson Mixer 
required major repairs. This letter is, however, a bit confusing. 
It states in para 1 that the plants required oiling, cleaning and testing 

.extensively before they are put on to work while in the second para 
it states that one Mixer (apparently Blaw Knox Mixer) is in 
.complete working condition while the other one (apparently Ander- 
son Mixer) which required major repairs has also been set right 
by him after having obtained some parts from Maithon. The nature 
of the actual repairs, if any, carried out cannot be ascertained and 



&he S. E. reported in June 1956 that no other details beyond what 
was stated in the Executive Engineer's letter of February 1952 art? 
available to prove that some repairs were carried out. 

The Anderson Mixer was transferred to the Mechanical Division 
of the Barrage & Irrigation Project in September 1952. The Mech- 
.anical Engineer condemned the Mixer as unserviceable in October 
1954 and stated that it required major overhall and heavy repairs 
which would be uneconomical This was undoubtedly a bad purchase 
but as this is a very old case and the officers concerned left the 
service of the Corporation before the case came to notice, no further 
action can be taken In the matter. This case came to the notice of 
the Corporation in 1955 while the Engineer-in-Charge (B. & 1.) 
who selected these Mixers for purchase left the service of the Cor- 
poration in July, 1952. He was an officer borrowed from the Gov- 
ernment of West Bengal and IS at present functioning as a Superin- 
tending Engineer under the Government of West Bengal. 

The Blaw Knox concrete miser was put into commission for 
washing gravc.1 in connection with the construction of the Durgapur 
Barrage as the Gravel Wash:ng Plant in course o f  manufacture at 
the Maithon Workstiup kvas not av~ilnl)le until January 1954. Even 
after the receipt of the Gmvel Washing plant from the Workshop, 
the Blaw Knos  Miser continutri ?o bc used as  the Plant manufactur- 
ed at the workshop was r io t  found quite suitiiblc for the type of soil 
encountered and one Gravcl Washing Plant was not also sd%cient 
to cope with the lnrgca vc~lurnc~ o f  gravel washing that had to be 
done. It is recognised that a Concrete Mixer deteriorates rapidly 
by gravel washing but  ?his c.o:lrsc had tt-, bc resorted to with a view 
to maintaining the progress of work which would otherwise have 
suffermi scrricrusly ~vi th ronscquential loss which would have far 
exceeded the price of this plant. viz .  Rs. 7,630. It worked 905 hours 
during 1953 and 1954 and became unserviceable thereafter. It wash- 
ed about 17,000 cyds. of gravel. 

The two plants were sold in June 195'7 for Rs. 1,400. 

(d) What were the reasons for the breakage and pilferage of 
Boundary Pillars? What steps have been taken to  avoid 
such losses in future? What is the position regardi?; 
reyulatisation of the further loss of Rs. 11,366 on this 
account which IS stated to be under the consideration of 
the Corporation? 

Boundary pillars are fixed along the entire shore line of the 
mervofr  extending over 120 miles in fields, jungles and forest areas 
59 (Aii) LS-9 



which are not accessible by road or cart and once the pillars are b e d  
there is no occasion for the surveyors to visit the place again nor is 
it possible for them to go round the area and keep a close watch over 
the pillars. It  is not also economical to engage Watch and Ward 
party for patrolling such a vast area. There is, however, evidence 
to show that the surveyors had reported matters to the Police when- 
ever it came to their notice. Some people were also caught red- 
handed and severely reprimanded. The matter was also reported to 
the Civil S.D.O. who took some steps to detect such crimes. After 
the loss of 905 pillars the Corporation issued directions in December 
1955 for periodical inspection of the pillars. Meanwhile a survey 
carried in October 1955 disclosed the loss of another 1802 pillars. 
The matter was brought to the notice of the Additional Superinten- 
dent of Police, Dhanbad. The Survey parties working for the reser- 
voir periphery survey have since been withdrawn due to comple- 
tion of the work. No loss or pilferage of boundary pillars. has, how- 
wer,  since been reported ,by the Assistant Engineer, Rivc-r Survey 
Section, who visits the area periodically although such periodical 
inspection could not cover the whole area. 

The sum of Rs. 11.366 being the value of 1802 pillars has also been 
written off by the Corporation. 

(e) What steps have been taken by the Corporation to prevent 
recurrence of such case of smuggling of stores? 

The stores accounting procedure has been amended so as to close 
all loopholes for such mischief. 

(10) Para 29(b)-Kon-imposition of penalty 

What action has been taken by the D.V.C. against persons responsible 
for delay in submission of the bills to the consumers? Were 
defaulters called upon to pay finally? 

There were some delays on the part of the operational staff in 
the initial stages in reporting the meter readings to the Commercial 
Engmeer at Calcutta leading to delay in the issue of bills to the 
Consumers. This was a new work undertaken by the operational 
staff and it took some time for them to get accustomed to the system 
of reading and reporting meter readings to the Commercial Engineer. 
They have since settled down to the work and reports are being 
received now-a-days within the time-limit laid down by the Cnm- 
mercial Engineer. As delays were unintentional, no special action 
is required io be taken against the individuals concerned. 

In the case o f  the consumers likewise the Carparation felt that 
some time should be allowed to enable them to get accustomed to 



the procedure of billing, scrutiny of meter readings and the proce- 
dure of payment during the initial stages of supply. In the cir* 
cumstances the Corporation did not consider i t  desirable to call  upon 
the consumers to pay any penalty but waived it for the period end- 
ing March 1957 and authorised the Commercial Engineer to waive 
penalty in future upto a limit of Rs. 1,000 in each case. During 1E7- 
38 the Commercial Engineer waived a sum of Rs. 4006.22 nP. in 
exercise of this delegated power, and the Corporation has written 
off a sum of Rs. 1097.16 nP. The Corporation is also considering in 
consultation with the Commercial Engineer whether it will be 
advantageous for the Corporation to introduce a Rebate System for 
payment within a specified date instead of the present system of 
penalty. This system is in force in the Calcutta Electric Supply 
Corporation. 

((11) Para 31 of the Audit Report, 1956-57-Balance Sheet. 
Miscellaneous Comments 

A Register o f  valuables is maintained at Headquarters and the 
securities are actually verified by responsible officer. From informa- 
tion available it appears that the Field Officers follow the same 
procedure. 

(b) What is the present position of recovery of outstandings men- 
tioned in this clause? What is holding up recovery? 

The sum of Rs. 13,734 represents advance deposits with the 0.G. 
(S. & D.) for some tents which have not actually been delivered. 
The liability has since been accepted by the D.G. (S. & D.) and it 
is expected to be settled soon. The sum of Rs. 4,109 represents 
demurrage charges on strel which we.c considered as recoverable 
from the Iron & Steel Controller. It has now been found out that 
this is chargeable to the projects. This is being settled along with 
certain other debits and credits relating to Belgian steel. 

(c) Why t h e  tmluc. balances appearing in the Stores ledgers have not 
been full!, reconciled ucith the value appearing in the General 
( r  p j t n i t  o I t  P C .  i t  I 13 
of their 18th Report. 

Reconciliation of Storcs ledgcr bnlnr~rrs with the financial ac- 
counts has beer1 completed errcept in respect of two formations ir 
respect of which the work of r~conciliation is still in progress. I t  
will takc little mow tirnv as the Divisions are experiencing some 
diaculty for want of expcrienccd personnel. 



(d) Why the tong outstanding balances under 'Miscelkneow 
Advances' have not been cleared and what steps have been taken 
in this direction. 

The balance of Rs. 128.38 lakhs as a t  the close of the accounts for 
51-5-1957 was reduced to Rs. 28-39 lakhs on 314-1958. Some further 
adjustments have since been made in respect o£ which the exact 
m o u n t  is not available. There are some old outstagding balances 
relating to short receipt of materials which are under correspondence 
with the Iron & S-1 Controller, the Railways, Insurance Companies, 
etc. The Internal Audit Officer of the Corporation has been fre- 
quently touring round the Valley to expedite the clearance of these 
outstanding balances, and every attempt is being made to clear the 
old outstandings with all possible despatch. 

(e) Lock Manufacturing Industry at Tilaiya 
It is noticed that the factory with all its assets and liabilities and 

staf, etc., w a s  taken over by the Government of Bihar on 1-9-1957. 
What is the n m e t a r y  settlement arrived at with that Govern- 
ment? 

The Lock Factory was financed partly out of a loan of Rs. 76,755 
issued by the Ministry of Commerce & Industries, Government of 
India, and partly out of the Corporation's funds. The Bihar Govern- 
ment agreed to take over the Factory with all its Tiabilities and assets 
as well as the personnel. 

( f )  Cold Storage Plant a t  Rurdwan 

What is the present position of working of this plant? 

The proforma balance sheet and the profit and loss account yet 
to be audited disclose a loss of about Rs. 72,000 during 1957-58. The 
working expenses amounted approximately to Rs. 78,000 pqainst a 
r m i p t  of about Rs. 6,000. The working season for the Cold Storage 
Plant covers a period of 7 months commencing from April of each 
year. Negotiations for letting out space for the 1957-58 spason had 
therefore to be carried on early in 1957 when the Factory was not 
fully equipped to enable us to hook the full space that would be 
available on full development. It was, therefore, more an experi- 
mental than a full fledged business transaction. For the working 
season of 1958-59 we have already booked the entire available stor- 
age space for customers and collected Rs. 28,000 representing 25 per 
cent of the hire charges payable by them. In other words, wr are 
already assured of receipts of the order of Rs. 1,12,000 during the 
current year while the working expenws are estimated at about 
Rs. 85.000 The Corporation, therefore, hopes that the deficits nf 



the  f i s t  two years ending March 1958 will be wiped out by March 
1961, if not earlier, and the Cold Storage Plant will stand on its own 
feet thereafter. 

(g) Spun Pipe Factory at Durgapur 
(i) Whether the manufacture of the required quantity of spun p i p e  

was completed by the original required date, i.e. June 1958? 

The total requirement of pipes for the Barrage and Irrigation 
Project is not readily determinable as all the designs have not yet 
been prepared. 

The total demand for pipes upto June 1958 was 14,946 (95504 Rft.) 
while the total manufacture upto June 1958 amounted to 15,381 
(98582 Rft.). There was, however, a shortfall in respect of 8" x 6' 
pipes which was caused partly by delay in receipt of the revised de- 
mand and partly due to paucity of moulds for this size. This is pro- 
posed to be met by diversion from the next higher size, viz, Y'x6'. 

(ii) How does the departmental cost compare with the rates ogered 
by the private trade after the inclusion of cost of land, General 
Overheads, etc.? 

No costing has been made. The balance sheet in respect of the 
period ending March 1958 discloses a net profit of about Rs. 88,000 
during 1957-58 after allowing for depreciation, interest, direction and 
audit charges. The issues and the stock in hand wem valued at the 
D.G. (S. & D.) rates. This will show that the Factsry is manufac- 
turing pipes cheaper than private trade. The accounts are yet to be 
audited. 

Sd./R. R. BAHL, 
Joint Secretamj to the Gotwrnment of India. 



Copy of the letter No. PBiCLiClaimi Tilaiyal94192 dated the 27th 
March, 1952 from the Ransport Officer, D.V.C. to Mjs Valcan Insu- 
rance Co. Ltd. regarding Tilaiya Hydro-Electtic Plant Claims for 
damaged mat&L. 

We would refer you to letter No. CEE-4/3/3A-219 of the 28th 
January. 1952 under cover of which we sent you the minutes of a 
meeting held in our Chief Electrical Engineer's office on 25-1-1952. 
At the meeting it was suggested that some of the damaged material 
may be returned to the manufacturers in Japan for repairs. The In- 
formation now available with us, furnished by the manufacturers, 
indicate that any equipment repaired would not hold the original 
guarantee. 

In the circumstances the question of sending any material for ~ e -  
pairs does not arise and we are advised to place order for replace- 
ment of all damaged material. 

We enclose herewith a formal claim for Condensor bushing 
33Kv for which we am now placing an order. 

Please note that these are altogether 31 bushings damaged and 
require replacement. The cost of each bushing is stated to be 
£ 178-9s-0d F.O.B. Japan. The actual cost payable by you will be 
intimated when a bill for the material supplied has been received by 
us. Claim for other damaged material will be forwarded in due 
course of time. 

We shall be glad if you will acknowledge receipt and admit our 
claim at your earliest convenience. 

lab 



ANNEXURE I1 

Copy of the letter No. ES: 1030: 9866 dated the 27th March, 1952 
from. Mls Eastern Equipment and Saks  Limited to the D.V.C. re- 
garding Tilaiya Hydro-Electric Plant Claims fo7 damaged material. 

We a re  in receipt of your above copy of letter addressed to Valcan 
Insurance Co. Ltd. with a list containing damaged bushings. Please 
note that pending receipt'of your order, we are not taking any action 
in this connection with our Principals for supply of these bushings. 



ANNEXURE I11 

S1. Name and dm- Date of pur- Purpose for which From whom pur- 
No. cription of chase purchased chased Remnrks 

bonts -- - - -- - .- . . - - - - 

I 2 3 4 5 6 

I. Motor Boat 'Damo- September, 
dnr'. 1953. 

Periodical inspection Purchased 
of shore line of Na- from d i s p  
vigation Canal and sal. 
observation sound- 
ings at Durgapur 
Barrage. 

2. Out-board Motor August, 1952 
"Tilai).a" 

Survey and Rehabili- 
tation works. 

3. Motor Boat June, 1953 
"Ospray". 

Do. Purchased from 
disposals. 

4 GpipprUsed Steel October, 1951 
Boat complete with 

Rivcr sounding work 
and wllcct~on of 
water samples for 
Bokaro Thermal 
Power Station and 
inspection of Barrage 
Gates (At prcscnt 
uscd lor anti-malard 
work:. 

5. Wooden Counq 
Boat (Jolly B a t ) .  

3rd August, 
1954. 

Malaria control 
works. 

6. DAN Fishing Ves- 
sel. 

14th October, Fishery works. Suppllcd by 
1955. . T.C.M. 

7. Motor Ebat "Pan- 
chmodho". 

1st Octobcr. For Construction 
1952. work of T i h y a  Pro- 

ject. 

8. 18' Galvanised steel 
boat with out-board 
motor (16 H.P.) 

r I 1 h December, Malaria conuol of Clcaback Boat 
1956 & 29th Madmn Kcscrvo~r. Co. 
h p n 4  ~ 5 7 -  

Do. Do. Do. 9. Do. 

lo. 12 Galvan~scd 
steel boat wthout 
out- board motor 

Do. Do. Un. 

30th J ~ u r r y ,  Anti-malarm work at 110. 
1957. I)urgnpur Pond. 



- 
19. Country Jolly B a t  3 

1st Februnry, Malaria control at Cle:iback Boat 
14. Do. 1954- Tilaiya Reservoir. Co. 

15. Do. I 5th Augun, Anti-malaria work at Konar. 
16. DO. I 
17. Johnson Sea H o w  November, Fishery works. 

out-board motor 1954 and 
model Q. 1). 10. H. hbrch. 1955. 
P. complete with 
mile master fuel 
tnnk S. L. No. 
160935 fitted in steel 
hat.  

Cleabaci. Boat 
Co., Calcutta 
T~ljala Road. 



Note regarding the economics of the Damodar Valley Project. 

A copy of the Report o f e e  ad-hoe Committee set up in December, 
1954, to examine the revised estimates of the D.V.C. is enclosed 
(not printed). The Committee was appointed as a result of a deci- 

sion by the Conference of the Participating Governments held in 
July, 1954, that the Central Government should appoint an ad-hoc 
Committee to examine the revised estimates and the financial 
analysis of the Damodar Valley Projects (including escess in the 
Maithon estimates). The terms of reference of the Committee 
were: - 

(i) To examine and report on the adequacy or otherwise of 
the various provisions made in the revised estimates of 
the various projects of the Damodar Valley Corporation 
and particularly of the provisions for 'buildings' in the 
Maithon estimates and to make suggestions for effect- 
ing any possible economy. 

/ 

(ii) To examine and report on the revised financial analysis 
of the Damodar Valley Corporation and to make recom- 
mendations with a view to improving the productivity 
of the projects. 

2 The Report of the Committee was discussed at the Conference 
of the Participating Governments held in April, 1956. The revised 
estimates were approved subject to the various observations made 
by the Committee. The attention of the D.V.C. was special:?: invited 
to the following: 

(a) The Corporation should check up the quantities on the 
basis of which estimates have been worked out and 
ensure that no excesses have been allowed to creep in. 

(h) The requirements for spares should be re-cxarnined, in 
partkular, steps should be taken to reduce the purchase 
of spares in future to the minimum requirement. Also 
the necessity of providing residual spares to the extant 
of 25 per cent of the total requirement for spates should 
be examined. 



(c) The r e d t  val- of plant and equipment apl well as of 
swplus should be properly assessed, and should not be 
put at any unduly low figure. 

(d) The accurate unit cost of concreting at Maithon shlsuld be 
assessed. 

(e) It was agreed that the extra expenditure that rhe Corpora- 
tion will have to incur for keeping on their p3y roll the 
surplus personnel should not be booked directly to the 
estimates. 

3. The economics of the Damodar Valley Projects on the basis of 
these estimates have been discussed by the Committee at pages 16 
to 20 of the Report. 

4. The position has, however, since changed conscquen: on a 
further major revision of the Damodar Valley Projects Estimates 
early in 1958. A note furnished by the D.V.C. on the econcmics 
of the Damodar Valley Projects on the basis of the latest revised 
estimates is enclosed (Annexure I ) .  The revised estimates 2nd 
financial analysis are at present under the consideraticm cf Covern- 
ment. 

Audit has, however. offered the following comments on the note 
furnished & the D.V.C. on the economics of the Darnodar Valley 
Projects: - 

-4udit's comments: 

"In view of the concludi~l!: sentence, added in manuscript, (last 
sentence in para 4 above) no detailed comment is made on the note 
furnished by the D.V.C. on the economics of the DawxIar Valley 
Project but the following are brought to notice: 

(i) Regarding para 3 of the D.V.C. note, Hon'ble Shri Gadgil 
stated that D.V.C. scheme might pay its own way. T i e  following 
is an extract of his speech--"Now, Sir, the aspect of flood control 
apparently does not go to show that there will be any return in terms 
of money. But as I said it has an insurance value of its own. But 
when we take into consideration the other aspect, I wil! be able to 
show, Sir, that even from the point of vlcw of financial considcra- 
tion. this scheme is going to pay its own u~ay"--In the samc speech 
in respect of Irrigation he stated as follows-"I have no doubt that 
the Balance Sheet, as far as this particular aspect is concerned, will 
show tha t  this is a very sound investment." 



(2) Regarding para 6 of the D.V.C. notes, an extract from the pro- 
ceedings of the Participating Governments Conference held on the 
27th December, 1950 is reproduced below: 

"Hon'ble Shri C. D. Deshmukh stated that in view of the pnsent 
financial difficulties of the Central Government, it was important to 
ensure economy and avoid waste at every stage. The Government 
of India should have a clear idea of its commitments for the next 
four or five years. As a Corporation, D.V.C. was conceded certain 
amount of autonomy by legislation, but even in respect of State 
Governments, in case of loans advanced by the Centre, utmost pre- 
cautions w e e  taken to regulate expenditure on proper lines. The 
Central Government had assumed the responsibility of finding funds 
for the D.V.C. in the face of increasing difficulties and innumerable 
other claims alleged to be equally essential. He, as Finance Minis- 
ter, could not agree to finance the D.V.C. unless the profitshility 
aspect of each component scheme had been thoroughly inwstigated 
by the Corporation and accepted by the Governments". 



WCI~~L JUSTWICATION FOR THE DAMODAR VALLCY P R O J ~  

(January, 1958) 

A Introductory 

1. Any useful study of the economics of the Damodar Valley h+ 
ject must, in the  fist  instance, recognise the basic fact that, unlike 
other projects in India, the Damodar Valley Project is not merely 
an  engineering enterprise and its activities are not restricted to 
the construction and maintenance of dams, power hocses and irriga- 
tion structures and the collection of power revenue and irrigztion 
rates. The object of the Scheme was ably summarised 3.1 Mr. W. L. 
Voorduin in his Preliminary Memorandum in which he states "The 
primary consideration for a plan of development of the Damcdar 
Valley should be the control of floods It is further deemed desirable 
that in'so far as possible the system of dams should be capable of 
providing the largest amount of power which could be made avail- 
able and that the  ma-rimum use be made of the regulated flow for 
irrigation purposes". The Damodar Valley Corporation Act has like- 
wise provided for thc establlshmcnt and regulation of a Corporation 
for the  development of the Damodar Valley in the Provinces of 
Bihar and West Bengal. The concept of regional planning and deve- 
lopment envisaged in the Act Includes various classes of social wel- 
fare and other activities. such as, the promotion of afforestation, soil 
conservation and of public health and agricultural, industrial, eco- 
nomic and general well being of the people In the Valley and its 
area of operation. As such, a correct evaluation of the benefits of 
the  Project must take into account the dzrect and ind~rect  benefits 
and not mcrelg the cash revenue that will be earned by tbe Damodar 
Valley Corporation from electricity. water. etc. 

2. The Secretory, Works. Mines and Power, in summarising the 
broad outline of the Damodar Valley Scheme stated before the Inter- 
Provincial Conference held on 4th October, 1916 that from the point 
of view of Governments concerned ~t seemed unllkely that the Scheme 
w o t ~ l d  pay its uu1n way and elpressed the view that while the 
Tilaiyn and the Konar Projects would be 50 per cent and 75 per cent 
unproductiw, the scheme ns a trhole u ~ n l l d  be 25 per ccnr UTPTO- 
d,cc.ftve tmt the e.rtra food likely lo  be prodr~ced was alone su.ficitmt 
to jttstif?! the expendi tu r~  on the scheme from the point of view of 



the common mun and that from the point of view of the country as a 
whole the scheme would be productive after taking into considera-. 
tion both direct and indirect benefits. 

3. The Honourable Shri N. V. Gadgil, Minister for Works, Power 
and Mines in moving the resolution to refer the D.V.C. bill to the 
Select Committee stated on 12th December, 1947 that the most im- 
portant aspect of this multi-purpose Scheme is the flood control 
aspect and that a scheme which visualises complek control of the 
waters and their regulation deserves to be financed irrespective of 
any consideration of return, because it has an insurance value of its 
own. He further stated that even if it does not pay its own way, the 
return in terms of invisible dividends is so great that any g o v m -  
ment charged with the duty of bettering t h e  lot of its people wi!l not 
shirk from undertaking it. 

4. The Honourable Shri B. Das in conpatulating the Honourable 
Minister said that this is the first measure in which a bill thinks in 
terms of the people of the country and where public health and well 
being of the people have been considered. 

5. It is clear that even before the Corporation was established 
in 1948 it was appreciated that the Scheme taken as a whole, might 
not pay its way and that the sponsors of the Scheme were fully aware 
of the fact that the expenditure incurred on the Scheme as a whole 
would be 25 per cent unproductive. But even with this knowledge, 
it was decided by the Participating Governments to proceed with 
the Scheme, mainly because of its indirect benefits though not 
strictly in terms of direct revenue return. In Section 37 of the Act, 
the fact has been recognised that there may be deficits-not only in 
respect of flood control capital but in respect of other two objects 
also and in sub-section (2) of Section 37, it is laid down that such 
deficits, if any, shall be made good entirely by the Governments con- 
cerned. 

6. Human memory is short. The recollection of the havoc caused 
by the 1943 flood and those that preceded it has, by the passage of 
time, become somewhat dim; tfie stress on the welfare aspect of the 
Scheme appears to have been lost sight of; the various extraordinary 
financial provisions of the Act have not been properly appreciated; 
and lastly the enthusiasm of 1947-48 has subsided to a large extent 
and there is a persistent demand from all quarters in the country for 
a financial justification of the Scheme forgetting altogether that this  
is essentially a welfare measure although the annual charges on 
public funds should be reduced to the minimum by utilising the 
waters for generating electricity and supplying water for agricul- 
tural, industrial, domestic and othr?r purposes. The Corporation, of 



course, fully realises that financial considerations should not be lost 
sight of altogether and that it is necessary at intervals to assess the 
financial prospects of the Project. But financial assessment is one 
thing and financial justification is quite a different thing. If by "fin- 
ancial justification" WP mean that the Project must yield a net cash 
return after paying for all the liabilities (including interest on capi- 
talised interest charges and other welfare measures and subsidiary 
activities e.g., flood control, Soil Conservation etc. which has no direct 
mturn) imposed under the Act it is not consistent with the inten- 
tion of the Act. If, however, "financial justification" means a 
periodical stock-taking to determine whether the Project is likely to 
have any surplus or to assess the quantum of the annual premium 
that will have to be paid by the tax payer as an insurance against 
flood and famine which was the primary consideration for initiating 
the Project, then there could be no objection to it. But it is quite 
obvious that financial justification docs not mean a periodical assess- 
ment of financial results and prospects. It should, therefore, be clear- 
ly understood that any financial analysis or forecast, strict19 on the 
basis of the financial provisions of the D.V.C. Act, may not provide 
a basis for comparison with other Prtrjrcts in the country. 

B. Finarlcial Analysis 

7. The following statements are enclosed to this note: 

1. Statement "A"-Revised estimate of capital expenditure. 
2. Statement "B"-Summary of estimated financial results. 

8. The provision of Rs. 7.63 crores for Overhead, Audit, etc. in 
Statement 'B' includes Rs. 4 crores for General Administration and 
Audit charges based on the expenditure already incurred and likely 
to be incurred upto the end of 1962-63. I t  includes Rs. 3.60 crores 
on account of miscellaneous expenditure under Sections 12 (e), (f)  
and 21 of the Act, such as, afforestation, soil conservation and other 
development activities, which would be available from the D.V.C. 
Plan, State Plans and other Ministries. The balance of Rs. 3 lakhs 
represents the cost of providing a Holiday Home for workrs .  

9. The allocation of the cost of dams between the three objects 
is based on the existing tentative ratio of allocation of common ex- 
penditure. This has evoked considerable controversy and a Commit- 
tee consisting of thc rcpresenttlti~m of the Participating Govern- 
ments and the Corporation is examining the whole question. The 
object-wise allocation of thc capital expnditure and the surplus/ 
deficit is therefore subject to change in the light of the final con. 
clusions relating to the allocation of the cost of dams. 

f 



10. The receipts from Power have been calculated @ -66 anna per 
KWH upto 31st March 1959 and @ - 7  anna from 1st April 1959 and 
have been based on 60 per cent load-factor. 

11. Water rates have been calculated a t  Rs. 10 per acre for Khari£ 
and Rs. 15 per acre for Rabi irrigation. The question of fixation 
of bulk rate under Section 14 of the Act is still under examination. 

12. While the receipts from sale of power, as now anticipated, 
may be said to be fairly firm, the receipts from water taxes depend 
mainly on the bulk rates or rates that may ultimately be fixed and 
the  quantity of water that may be utilised by State Government for 
agricultural purposes. 

13. In view of the Attorney General's opinion that the D.V.C. is 
entitled to charge only for water withdrawn from the canals and 
the distributaries, the quantum of receipt from the industrial and 
domestic use of water has become rather uncertain. The receipts do 
not therefore include any revenue on this account. 

14 The financial results shown in Statement 'B' h a w  been 
worked out strictly in accordance with the financial provisions of 
the Act although there is considerable room for controversy as to 
whether it will present a realistic picture. No account has also been 
taken, for the present, of the betterment levy referred to In Section 
41 of the Act. The objectwise and the overall results arc1 summnris- 
ed below : 

15. Power.--The net receipt from Power with effect from 1963/ 
64 (ie. the 1st year after the Revenue account is opened) after allow- 
ing for depreciation and annual interest charges is Rs. 1-61 crores. 

16. Irrigation.-The Irrigation account shows a deficit of Rs. 103 
lakhs in 1963/64 which is reduced to Rs. 61 lakhs on full develop- 
ment in 1971/72. Receipts from sale of water for domestic and in- 
dustrial use have become rather uncertain. It has therefore been 
omitted for the present. There is a proposal to charge Power for 
the supply of cooling water to the Thermal Power Stations. Al- 
though this may affect Power receipts to a certain extent, the im- 
provement under Irrigation will be considerable. The question of 
imposing betterment levy and the feasibility of its utilisation towards 
the reduction of capital has also to be examined further. Thc ulti- 
mate prospect of Irrigation standing on its own depends on this 
Important isme which calls for serious consideration. 

17. Flood Control -The flood control account is n perrnancnt de- 
dcit and the deficit from 1%3/64 will be in the neighbourhord of 
Rs. 1-28 c o r e s  annually. 



C. OveraU Position 

18. The overall position is that in 1963-64 there will be a deficit 
of Rs. 70 lakhs which is likely to be reduced to Rs. 28 lakhs on full 
development in 1971/72. Depreciation charges in respect of the 
period ending 1962163 would amount to about Rs. 7-16 mores com- 
prising Rs. 7 mores for Power, Rs. 10 lakhs for Irrigation and Rs. 6 
lakhs for Flood Control. T h s  has not been capitalised as no such 
fund has been created or is Likely to be created out of borrowed 
capital during the fifteen years ending 1962163. The accumulated de- 
preciation charges in respect of Power, viz .  Rs. 7 crores, will be 
wiped out in 5 years from 1963/64 while the deficit on Irrigation and 
Flood Control will be slightly increased for five years from 1963164, 
if the accumulated depreciation charges of earlier years are spread 
over the same period. The position in 1971172 disclosed by the 
:.ccount ~ 1 1 1 .  therefore, remain unchanged In fact, this position will 
be attained with effect from 1968-69. 

The working expenws calculated for 1963/64 and 1971/72, Include 
"Overhead and rludit chargesQ' at 24 per cent on gross expenditure 
on Opcr?t~on and Maintenance. It does not, however, make any 
provision for the maintenance of Development works to be under- 
takm tlurlng the period ending 1962163. 

19. Mr. Voorduin's report of August 1945 suggested that the 
annual expenditure on Flood Control amounting to Rs. 54 lakhs 
(based on interest at 3 per cent) could be considered as a form of 
insurance against all future damages from floods. He further sug- 
gested that Government might be justified to carry a part of the 
annual expenditure on Irrigation in lieu af the recurring expendi- 
ture now sustnincd during famines The anticipated annual deficit 
of Rs. 70 lakhs in 1963164 and of Rs. 28 lakhs on full development 
from 1971/72 based on a higher rate of interest may therefore be 
considrred to be a moderate premium for insurance against flood and 
famine, particuktrly when we take account of the following facts: 

(i) The expenditure on flood control will be technically a perma- 
nent deficit. The capital expenditure on flood control based on the 
present ratio of allocation of cost of dams comes to about Rs. 20.48 
c r o m  (excluding interest) as at  the close of the 15th year from the 
date rxf commencement of the Corporation which means a recurring 
annual payment of Rs. 91 lakhs as interest. 

(ii) Under Section 38 of the Act, the Corporation is required to 
pay in cash interest on capital provided by the Participating Gov- 
ernments. As the interest on capital has also to be provided by the 
Participating Governments. St becomes in turn capital and again 
59 (Aii) LS.-10 



bears interest, with the result, that we have to pay compound 
interest half-yearly. This leads to overcapitalisation so much so 
that by the time the capital account is closed at the end of the 15th 
year, the interest charges would work out to about Rs. 50 crores or 
practically 1/3rd of the entire capital. Interest on this sum of 
Rs. 50 crores (ie. Rs. 2-25 crores) will be an annual charge on the 
revenue of the Corporation. 

(iii) Under Section 12(e) and (f) of the Act, the Corporation is 
competent to incur expenditure on certain specific welfare activities 
having little to do with the construction of dams or power houses 
or irrigation structures. The present estimate of expenditure on 
this account at the close of the 15th year is Rs. 3.60 crores which 
will have to be treated as capital under the Act for the purpose of 
determining the annual return. The annual interest on this account 
(Rs. 16 lakhs) will be an annual charge on the revenue. 

(iv) The Corporation has to pay compensation to the displaced 
persons in the form of "land &or land" and "house for house". This 
involves the Corporation in much larger expenditure than would 
have been the case had the Corporation been allowed to follow the 
orthodox policy and pay monetary compensation payable under the 
Land Acquisition Act. 

(v) The construction of the underground power station a t  
Konar has been held in abeyance although the construction of the 
Project was given priority in view of its hydel and other potential. 
The share of the cost of the Konar dam allocated to Power under 
the present tentative ratio is Rs. 5- 86 crores which is for the present 
a dead capital. The inclusion of this sum in the capital account 
lncans an annual interest charge of about Rs. 24 lakhs. 

20. If Flood Control which was never expected to be a paymg 
proposition and was in fact a protective measure is excluded from 
talculations, we earn a net revenue of Rs. 58 lakhs in 1963/64 which 
is increased to Rs. 1.00 crore in 1971/72. 

21. If betterment levy is passed on to the Corporation to be taken 
in reduction of Irrigation Capital, the position will be still better. 

22 The financial forecast, as s ised by the WMP Ministry 
in course of discussions at the Inter-Provindal Conference in 
W o k  1946, recognised that the scheme us a whole would be 25 
per cent unproductive. If 25 per cent of the capital at charge as at 
thc ad of 1962/63 is written down, we earn a net revenue of about 
Ra 74 la& in 1963/64 and about Re. 1-16 crorea in 1971/72 based OD 

Were& at 44 per cent of the entire! capital This exhibits a better 
poctUre than wms antidpabed at the time the Project was inittW, 



DAMODAR VALLBY CORPORATION 

R&d e s r d e  of Capital rxpndrnrre (January 1958) 

Total Ef- Objmwim allo~lltion of total a- 
timated timatad coot 
coot -- - 

(Latest Power Irriga- Flood 
p i t i o n )  tion Control 

- -- 

I. Cawy-over Projects : 

hkaro Thermal Power Str - 
tion (3 Units) 

Transmission & Distribution 
System : 

First Stage . 
Extension to Calcutta & 

Gap-Pamn-Dalmla- , 
nagar 

Burgapur RPrrPgefPnd &nals' 
TlMya : 

Dam . . 
Hydro 

Konu : 
Dam . 

Maithon : 
Dam . 
Hydro 

Panchet Hill : 
D a m .  
Hydro 

TOTAL WYSVBR PRO- 
JBm . . . 102.gZ 

baknro4th Set . 4.46 
Durgapur Thermal ~ d r e r  ' 

Station . 13-06 
~ c n s i o n s  for Power Apply 

to Eanan Railways 0.59 
~ v s l i o n  of ip KV S. L 

Circuit lint to Double 2% - 
d t  between Konar-Gap - 
Ddmha@u& Pam0 . 0 -91 



Misc. Extensions to the 
existing Grid Sub-stations, 
etc.. 0 -93 0.93 . . 

132 KV ~ r k s m k i o n  .link ' 

to Jamshedpur & 132 KV 
Transmis Jon Loop bet- 
ween Durgapur Power 
Plant & the Grid . 1 . 2 4  I .2.4 . , 

Konar Hydro 0 25 0.25 
Tilaiya Irrigation 0.36 0.36 

-- -- 
TOTAL NEW PROJECTS 21-80 21-44 0.36 

GRAND TOTAL . 124-72 72-42 
-- - - 

33 '2' 
-- 

19.- 
- - 

DAMODAR VALLEY CORPORATION 

Summary of Esrimared financial Resulrs (January 1958) 

(Figures in crores of Rs.) 

Sanctioned projects with schemes approved 
for inclusion in the Second Five Year 

Plan -- 
Total Power Irriga- Flood 

tion - control 

Projea Expenditure as per 
Statement "A" . 124.72 72 '42 33.21  19.09 

Overhead and Audit (4 crores) 
and other Miscellaneous 
expenditure incurred un- 
der Section 12(e), (f) and 21 
of the Act (3 -60 crores) to 
end of 1962-63 and provi- 
sion for Holiday-home for 
workers (3 lakhs) . 7'63 4'79 I .82 1.02 



'Working Expenses upto I 962- 
63 (i.e. 1st 15 years in ac- 
cordance with Section 39 of 
the Act . . 20.25 18-56 I '32 0.37 

Receipts upto 31/3/63 . . I -46-90 -4.25 . . 
TOTAL . 101-45 48.87 32.10 20.48 

Add : interest upto 1962-63 49.85 31-29 11.87 6-69 

Net revenue during 1963-64 
after allowing for deprecia- 
tion 5.85 3.08 0.88 4 . 1 1  

Interestfor1g63-64 . 6-35  3 '47 I .91 1 .17 
Deficit (-) in 1963-64 . - 0 . 7 0  1 .61 -1.03 -I .28 
Surplus( S ) 
Net revenue during 1971-72 

(on full development) . 6-27 5 ' 0 8  I .30 + - I I  

Interest for 1971-72 . 6 a 55 3'47 r .91 1.17 
Deficit (-) in 1971 -72 (on 

4 . 2 8  I .61 -0.61 -1-28 Surplus ( -4 ) full development) 



An Inter-DPpwtxhatal Committee was set up by the Corporation 
in February, 1855, for going into the question of allocation of cost of 
Dams. It wae later ddded at the partidpating Governments can- 
ierence held in April, 1956. that a Committee consisting of re- 
presentatives at tbe participatmg Governments and DVC 
&odd be set up to dad with thc queatfae The Committee for 
allocation of the cost ad Dams, is awaiting allocation of the storage 
capacity of mcb of the Dams between the three main objects. For 
this puqxme, the Corgorotion appoint& an Advisory Committee in 
November, 1957, to examine the water potential of Dams and to 
suggest a suitable p b  for operation for each of the available re- 
oources. The Water hbagement Committee have since finalised 
their Report on 28th August, 1938. Th Inter-Departmental Com- 
mittee set up by tho Corporation to consider the question of alloca- 
don of the cost of dame will be flnalising their recommen&tiona 
ohortly. The exparditwe incurred on these committees is being 
collected and will be intimated at a very early date. 

The Government of India set up the following committees to 
review the work of the D.V.C. 

( i )  The Dumodar Valley Corporation Enquiry Committee. 
(ii) The Cumrnittet to investigate whether full value for the 

monq spent on Bokaro Thermal Power Station has 
been o b t a b d .  

(iii) Tha Comaditee to examine the Report on the Revlsed 
m t u  md tlnancial analyaia of the Damodar Valley 
Pmjoub (including exam in the Ahithon Estimates) . 

In a e c m h m  with aw d the rocommendationa made in the 
Fifth Rep& (1851-52) of the Estimates cbrnmftk. of Porlirmat 



Government of India in the Ministry of Irrigation and Power mt up 
8 Committee on the 20th September, 1952, to examine and report 
upon certain matters relating to the execution of Damodar Valley 
Projects with a view to achieving the most economical and expcb- 
&us development of the Darnodar Valley. The terms of referen- 
of the Committee were as below:- 

(i) Land reclamation and rehabilitation works undertaken by 
the Damodar Valley Corporation. 

(ii) The changes in the design and construction features of the 
Konar and Tilaiya Dams; the award of contracts and the 
rates for various items of works. 

(iii) The planning and purchase of stores and equipment for 
works on Damodar Valley Corporation and t3e proce- 
dure therefor. 

(iv) The appointment of a Chief Engineer for the Damodar 
Valley Corporation. 

(v) The adequacy of the Damodar Valley Corporation Act. 
1948, and the organisational set up of the Corporation. 

The Committee met for the first time on the 15th October, 1952. 
The report was received m June, 1953. It was a long Report and 
comments of Ben@ and Bihar Governments and the D.V.C. were 
invited thereon. Thereafter it was discussed at the conference of 
the partiupating Governments held in October, 1933. 

The recommendations made by the D.V.C. Enquiry Committee am 
contained in Appendix I to Volume I1 of the Report. Except in the 
case of recommendations 68 and 69, the decisions of the Government 
of India are also indicated therein. A statement in this connection 
rpa laid on the Table of the Lok Sabha on 25th September, 1954. 
With regard to decisions on recornrnendatlons 68 and 69 a statement 
rrea laid on the Table of the Lok Sabha in August, 1957. 

Speczol mention m a y  be made of recommendation No. 35 relating 
to the alleged excess payment made by the Corporation to Messrs. 
Hind Pate1 in regard to the contract for the construction of the 
Konar Dam. The Government's dewion on this recommendation 
was given on the 25th Sept~mber. 1954 as follows:- 

''The arbitration proposal having been dropped, the Govern- 
ment will m n d d e r  what W h e r  action is possible 111 

mb mntber.'' 
Tb. notier wao further consd4rcd by the Government in con- 

dtatSaa with the Participeting State Governmelrts and it was de- 
d d d  fbrt nothang further could be done in the matter. The qu- 
gem WPS, however, reopened at the instance of the PAC. After 



some correspondence and discussions, the contractors finally agreed 
to refer the matter to arbitration. The arbitrator was appointed on 
Mnd April, 1957, and his findings are still awaited. 

The total expenditure incurred in respect of pay and allowances 
etc. of the members and other establishment sanctioned for the 
setting-up of the D.V.C. Enquiry Committee was about Rs. 77,500 
d y  (Rs. seventy-seven thousand and five hundred only). 

(ii) The Commzttee to investigate whether full value for the monq 
spent on Bokuro Thermal Power Station has been obtained. 

The Committee w s  constituted on 17th May, 1956 as a result of a 
mmrnendation by the Estimates Committee in their Fifth Report 
that a body of experts should investigate whether full value uf the 
money spent on the Bokaro Termal Power Station has been obtain- 
ed. 

In July, 1956, a member of the Central Water and Power Com- 
mission, was appointed as Chairman of the Committee. The preli- 
minary investigation was to be carried out by the three Members 
and the Chairman was to be associated with the final assessment of 
the case. 

The Commit* held its first meeting on the 6th June, 1956. It 
sought clarification about the scope of the terms of reference. In 
reply to this the Committee were asked to examine: 

(i) whether the costs incurred on the various components of 
the Power Station have been reasonable, and 

(ii) whether the financial returns from the operation of the 
Power Station are commensurate with the Capital ex- 
penditure! 

On the 7th June, 1956, the Committee called for the original 
project Report and other material firom the D.V.C. The information 
was received towards the end of October, 1956. The work of the 
Committee was interrupted for some time due to the reversion od the 
Memberconvener to the Madhya Pradesh Electricity Board after 
completion of his term of deputation. The Board was requested to 
allow him to continue at least as a Member. The reply was received 
only in February, 1957, stating that he had unfortunately passed 
away. The appointment of a substitute in his place posed a problem 
rs it was not possible for the State Governments etc. to lend the 
services of an officer of the requisite calibre, even part-time, in view 
of the development programme of State Governments. It was with 
dif3culty that the Bombay Electricity Board gave their consent to 
the appointment of their Superintending Engineer. The Committee 
was accordingly reconstituted on 8th May, 1957. 



The Members of the Committee were furnished on 31st May, 1957 
with the information received from the DVC and a comparative 
statement explaining the difference between the 1951 and the 1954 
estimates. The Members of the Committee felt after examination 
of the Corporation's statement that before the Committee met a t  
Bokaro it would be desirable for someone to study in detail the 
various factors making up the cost of components, the rates and 
costs of important items of work, the selection of agencies for the 
execution of works, terms and conditions of contracts etc. The tech- 
nical Officer (Finance) in the Ministry of Finance was deputed for 
thiq job. An  Assistant Director of the Central Water & Power Com- 
mission was also sent to the D.V.C. on 23rd November, 1957, to exa- 
mine the Civil Engineering aspects of the Power House and appur- 
tenant works. Later, the Superintending Engineeer, Bombay Elec- 
tricity Board, visited the DVC to collect material in respect of the 
electrical side of the Project and submitted his report in February, 
1958. After a close examination of the data collected it was found 
necessary to obtain certain clarifications from the DVC and a ques- 
tionnaire was issued to the Corporation in May, 1958. The Corpora- 
tion furnished the required clarification on the 19th September, 
1958, except on two points for which they have again been addressed 
on 23rd October, 1958 and 5th November, 1958 by the Committee. The 
Committee however hope to finalise their report shortly. 

The total expenditure on the Committee to date has been appro- 
ximately Rs. 1,000. 

(iii) The Committee to examine the Report on the Revised Esti- 
mutes and financial analysis of the Damodar Valley Project (in- 
cluding excess in the Maithon Estimates). 

A reference is invited, in this connection, to the note furnished 
under item No. 12 (Appendix 111). As regards expenditure on this 
Committee, the Chairman and Members were appointed on a part- 
time basis and they drew their pay and allowances including T.A. 
for the journey performed in this connection from their own omces. 

The total expenditure incurred by the Central Water and Power 
':ommission, Damodar VaIlcy Corporation and Ministry of Finance 
who were represented on the Committee was as follows: 

1. Central Water & Power Commission . . Rs. 4,093- 50 
2. Damodar Valley Corporation . . Rs. 5,403.00 
3. Ministry of Finance . .  Rs. 900.00 

Rs. 10,398.50 
. * 



IniQ1P3(LtiZW in mope& d expenditure ineurned by reprrsslrta- 
tfvas of the State Governments of Weat Bengal and BihPr on thb 
umunt b still owaited. It will be Auaiehed to €.ha PAC. on 
receipt. 

Sd. (R. R. BAHL), 
Joint Secretaq to the Gmt. of India. 



APPENDIX V 

Stmtw-y o j  rhc m i w t  Corwl~s~mr/R~dommntdawns of r h r  Fowrrmrh Report of chc Public Accocmu Cotprrm'ttee (Sccord 
I a k  Sabha) m Rudir Report a the Accounrz o j  rk Damodar Valley Corporation Jot the *em 195637. 

S1 . Para So .  .\l~nlsrry w n m e d  ~clusionsiRecoznmcndatio~ 
No. -- - ----- -- 

I 2 3 4 -- 
I 7 (~ntrodu&on) (Sr r  FinancefT&Pi13 V <- 'me Committee ate dis-d to ste the poor rare of utiliaation of the water r 

pn 5 5  also) for irrigation p u r p m .  The Cornmine prt of opidon that if the new 3 
iechnique of owrnll interrelated planning and efficient &id eamomical 
working of the Corporation M envisagcd in the I.hrnodar Valley (hporfk 
tton Act ia  to prom ito wonh, the participating Govcnunenm who ore 
the financier8 of the Corporation should apprtdaw their dual rolo in 
the matter and so frame their politics aa not to affect advrreelp the 
avowed objects of the cming up of the Ccrrpomtion. 

18 PIL> V (:  -1'he Committee appreciate that one ot'the objects of the Damodar Valley 
rcheme ia flood control which d o e  not lend itself to evaluation in tmnr 
of money, but it haa an insurance value of its own. Nevertheless, they 
consider that both on the Irrigation and Power sides, the Project wm 
expected to be an economical proposition. They, therefore, e r p a  
that the working mul ts  of theae two wing8 are constantly kept under 
review by the Carporation to improve the overall productivity of the 
Project. 

- - - - - - . . - - 



- .- - 
3 10 1UcPiD.V.C. The Committee would once again emphasise an early settlement of the long- 

outstanding quation of allocation of expenditure under Section 32 of 
the D.V.C. A n .  

Do. The Committee feel that the afforestation and soil conservation schemes 
are not being given the attention they require. The plea of paucity of 
funds put forth d m  not appear to be valid, as against the actual allotment 
of a sum of Rs. 38'54 lakht for this purpose in 1957-58, the Corporation 
spent only Rs. 14.39 lakhs. The Committee desire that the D.V.C. should 
plan out a phased programme for soil conservation work including 
afforestation in the Valley aa an integral part of the Project and implement 
it more vigorously. Y 

- 
The Committee trust t h t  it should now bc possible for the Corporation to 0 

finalise the allocation of expenditure between the variow objects ae en- 
visaged under Section 33 of the D.V.C. Act. Expeditious settlement of 
this long-outstanding question is imperative, specially when the Project 
has already entered upon the final phase of its execution, and the Revenue 
Accounts of the Pmject would be opened from 1963-64 for evaluating 
the financial working of the Project. 

The Committee feel that the Corporation were not justified in changing the 
design of the H a m  Gates so smn after the decision taken to manufacture 
the gates in their own workshop and to import them after having spent 
considerable amounts on the manufacture of one prototype and on other 
prelirninarics. Had the Corporation adhered to their design of Ham 
G a n ,  the cost of the Gates would have been less; there would have 
been saving of foreign exchange and the technique of production would 
have also been established. 



The Committee obscri.: that although the manufacturing operation of 
bricks at Panchet wn- compl red in June, 1953, the lmsea were reported 
to the Corporation I .  '3ctotx. , 1956 i.e., dter  a lapse of more than 3 yean. 
.The Committee lea : , i  that tl; : Brick Supply Officer involved in the present 
case was the Sam.. person who waa earlier alleged to have committed 
ccnain grave irregila:ities for not having maintained the initial Account 
records etc., propcrl!- and whose conduct had already been commented 
upon by the Commixee in paras 19-22 of their 18th Repon (First Lok 
Sabha). It is obvious that there had been grave neglect of duties on the 
part of the Enginering Officen concerned in not exercising proper 
and effective supervision both on the brick manufacturing operations and 
on the conduct of the Brick Supply Officer. The Committee desire 
that a stern view of these grave lapses should bc taken and the officers 
concxmed dealt with expeditiously on release of the records by the 
Civil Court. 

(I) The Committee arc of opinion that there was little justification for 
expending money on air-freight of two Eudid Loader Belts. The Gm- 
mittee, therefore, desire that the matter should be investigated and 

6 
responsibility fixed. 

(11) 'There had been prmdural  delays both in placing the rupply ordn 
and in procuring the import licence for these belts. 

( 1 1 1 ;  The Committee are unable to understand why the advertisement could 
not be sent to the D.G., C.I. & S. for publication in the 'Indian Trade 
Journal' on 3rd Mdy, 1956--the date on which the quotations called for 
belts were received. 'Thcy also see no reaon why the Corporation took 
40 days to obtain written declarntions both from the Goodyear and Dunlop 
Companies to the effcct that the belts could not be manufactured in 
India and further 4 months to get the Import Licence though the of3m 
of licensing authority, D.V.C. and the two manufacturing firm k., 
Dunlop and Goodyear were all stationed at Calcutta. - - - 



( iv) The Committee urc &strewed to obscrve that auch procedural delnys 
should have overtaken autonomous Corporatiom like the D.V.C., to 
avoid which the devia of creating autonomous bodiec had been rewind 
to. 

(r ) The Commit tee regret to obaerve that the explanations ivcn for placing 
r new urchaec order for buohingr etc. required for T dye  Project ue P if 
unconv ncing. It is evident that both the oupplying firm in India md 
the Insurance Company in their attempt to gain their en& by outwitting 
each other had succeeded in doing HI at the expense of the Corporation. 
They are conarned at the vacillation displayed by the Corporation in 
thio matter, which waa taken advantage of by the other two partier. In 
the Corn&eeB8 opinion, a direct reference to the rnandscrunn in PD 
Japan by the Corporation was the obvious couroe and the Committee 
regret to otate that they could not get a mvincing w w e r  expWnin8 
this omusion. The reruit was that the Corporation was over-bwdeaed 
with sparcc worth Rs. 77,000. 

(ti) 'me Committee arc ourprkd at the rcant regard paid by the Corporation 
to the remark of the Financial Advier in thiP caoe. The Cornmime 
feel that this matter merits more serious attention. 

I&PrD.V.(:. T h e  Committee are surprkd at the manner in which the Corporation 
had chwen to deal with the Executive Engineer concerned in the cast 
of departmental construction of cable trencher. Not only had they 
failed in their duty in not punLhing the Officer, but they had recornmen- 
dcd the oervias of an officer who wao found lacking in hio apadtp, 
to another undertaking owned by Government. T h i o ,  the CommIttec 



Ital, ahould not h v e  bten done by the Corporation. They uc 
that the Hindusma Steel Ltd., h v e  rfnae been informed of there Bca of 
thb auc. The Committee nwt that the Corporation will s# that euch 
caw do not recur. 

'The Committee would like the sport  of the bnmi t t ec ,  set up by the 
Government of India to investigate whether full value of the money 
a p t  on the Bokaro Thermal Power Station had been achieved to be 
expedited. It is their cons ided  opinion that in such carco, it might 
be profitable to appoint a small committee with full-time Members 
to ensue qdcker and more positive results. 

The Committee endorse the view of the Comptroller and Auditor-General 
that while rnruiderhg the financial working of the Power System, the 
following fictorp ohould also have been taken into account: 

(a) interest on the accumulated amount of interest; 
(b) the chargem for the rmpply of water from Konar Dam to the B o b  

Thermal Power Station for w l i n g  purpooer; 
(c) the actual audit and general overhead charm ( a debit of only 

a)% of the expenditure was being made now on an ad hoc 
basis); and 

(LO a sum of nearly RE, a6 lakhr payable to the Sindri Feniliaera 
Factory. 

( t )  'fie Commitwe r e p t  to observe that the D.V.C. h d  grievowly erred 
in the case of power purchased from Sindri. According to the financial 
f o r c ~ t  by the Corporation, a net revenue of Rs. 2 5 . 5  lakho was antici- 
pated upto 30th June, 1953. Actually, however, the Corporation in- 
curred a net loss of Rs. 49.71 lakhs from 1st January, 1952 to 30th June, 
1955, the date of termination of the Sindri Contract. The bulk of the 
loss (Rs. 47.09 lakhs) wns reported to have been incurred between March, 

+- - - - - - -- 



1953 and June, 1955. Even assuming that the Corporation entered 
into this contract with the best of intentions (they were under no obliga- 
tion to supply power to the Collieries before they started commissioning 
production of power), it is surprising why they should have continued the 
supply of the purchased power st a heavy loss to themselves. It appears 
no steps were taken to review the rates either. It is apparent that this 
initial mistake had led to the continuance of the subsidised rates even 
after the Corporation had started purchasing power in July, 1952. 
This resulted in a loss of Rs. r .95 crores on the Power Sysrem. T h e  
Committee understand that even in August, 1956, the Corporation were 
warned by the World Bank about the uneconomic power rates charged 
by the Corporation but the Corporation revised its tariff only in January, 
1959 1.e.. aftcr 24 ycars. It is regrettable that the Corporation did not Y 
take timely notice of the advice of the World Bank. The Committee, 
therefore, feel that this matter dcserveci the serious consideration of 
Government. 

(11) The Committee understand that the payment of standing and other 
charges by the D.V.C. from November, 1953 to the date of termination 
of the contract is still under dispute with the Sindri Fertilizers and the 
Corporation have put forth the claim for refund of the capital charger 
which they had paid to the Sindri Fertilizers. The Chnmittee desire 
that the matter should be settled expeditiously. 

The need for quick disposal of the remaining bamboos (60,000) purchased 
for construction of houses for displaced persons from submergence area 
of Tilaiya reservoir is obvious as further delay is fraught with the risk 
of pilferage and dcterioration. 



I 6 55 
(See also para 7 of 

Intro.) 

59 

Do. 

The Committee regret to note that despite the observations made by them 
in para 95 of their 3rd Report (1957-sS), the question of the acceptance 
of vacant houses and land by the Government of Bihar and the compen- 
sation payable therefor, has not yet been settled. They desire that this 
matter which has k e n  pending for the last 5-6 years should be settled 
without any further delay by convening a Conference of the participating 
Governments. In the meantime, the possibility of handing over the 
vacant houses to the Bihar Government pencling the settlement of com- 
pensation might be explored. 

The Committee regret to note the poor rate of utilisation of D.V.C. water 
for irrigation purposes. It is hardly necessary for the Committee to 
point out that the participating authorities as the financiers of the Cor- 
poration have a responsibility to ensure that the objects for which the 
~brpordtion were set up arc achieved. The Committee trust that their 
dual roles wiU be appreciated by the participating authorities as a con- 
comitant of the setting up of the Corporation. w 

en 
W 

D.V.C. The Committee are unhappy over the manner in which the working of the 
Bcrmo Colliery takcn on lease by D.V.C. had been handled. In their 
opinion, the technical execution of the mine by the D.V.C. expert was 
perfunctory. Even in the matter of operating this mine through con- 
tmcturs, the Corporation did not act in a business like manner. The 
Corporation did not invoke the provisions of th: pxultv clause in the 
contract against the contractor for his failure to fuEl the contract. The  
Comminee could not get any satisfactory explanation for this favoured 
treatment to the contractor. They suggest that the Corporation should 
conduct an early enquiry into this matter. 

D.V.C. The Committee cannot help observing that with little more forethought 
by the Corporation, the extra expenditure In the case of mining the 
Bermo Colhery could have been avoided. 



D.V.C. (i7 In  the opinion of the Committee, the Corporation have emd not only in 
sending more staff and equipment than was nwsary for the Land avail- 
able for reclamation at Mathon but also in allowing the staff to m a i n  
idle without being uulied on other work. 

Do. (is) The Committee were surprised to hear that the decision taken by the 
Corporation to ignore the expenditure on the above staff in working out 
the unit rate per acre was not brought to the notice of the Financial 
Adviser, D.V.C Under the D.V.C. Act, the Financial Adviser was res- 
ponsible for the preparation of the Budget of the Corporation, the com- 
pilation of the annual and other financial statements and for supervision 
of the manner in which the accounts of the Corporation are maintained 
and made available for Audit. It was, therefore, his duty to have en- 

5 
sured that all connected expenditure was accounted fo: under the rele- 
vsnt head of account so that the unit cost, rate, etc. were worked out 
taking into account aU the expenditure. It is, therefore, evident that 
he had failed in his duty. 

(i) The Committee consider that the implementation of the Fishery Scheme 
at Tilaiya Reservoir is not as it should be. While they appreciate the 
cautious approach of the Corporation in this matter, they feel over-caution 
might result in the expenditure becoming nugatory. If the ultimate 
aim is to make the scheme a commercial proposition, the Corporation 
should phase the scheme in a manner which will facilitate its fruition. 
They would be well-advised to plan accordingly in consultation with the  
experts on Fisheries. 



1aPp.V.C. (it; The C m i t t e e  undentand that the Corporation had sanctioned on the 
17th March, 1958, an expenditure not exceeding Rs. 14'25 lakhs for 
fishery works during the Second Five Plan Year in all reservoirs. T h e  
Committee expect that the extension of the scheme to the other re- 
scmoirs mill be based on sound technical advice, especially when the 
experiment at 'Tilaiya according to the Corporation, is still in the investi- 
gation stage. 

Do. ( i )  The Committee consider it unfortunate that the Chairman, DVC should 
have acted in the manner disregarding the advice of the Financial 
Adviser in the case of purchase of boats. He displayed undue haste in 
putting through this deal which lacked justification. The Committee 
would like to know whether the Financial Adviser communicated this 
u s e  to the Government of India for decision, as required under the 
existing convention and whether any action was taken by the Govern- 
ment thmon. 

Y 
CII 

Do. ( i i )  The question of assessing the absolutely essential requirement of boats 
should be finalised without any further delay and the surplus boats dis- 
posed of to the best advantage of the Corporation. 

Do. The move tolRanchi in all the 3 years &., 1955, 1956 & 1957 lacked justi- 
fication and the expenditure incurred thereon was completely wasteful. 

Do The Committee would recommend that now that the Project is nearing com- 
pletion, the Corporation should settle the location of their Headquarters 
Office in the valley which has been pending decision for the last 8 yean 
or so, without any further delay. 

D.V.C. The Committee are not satisfied with the urplanrtionr furnished by the 
Corporation in the case of air-conditioning of some tooms on the second 
floor of Anderson House. In their opinion, the procedure followed in 



this case was very objectionable. Since the space to be air-conditioned 
was increased & two of the firms offering the highest and second higheet 
tenders were consulted about the adequacy of their plant for the inme& 
area, the decision not to consult the firm offering the lowest tender 
lacked justification. In the context of the fact that this firm had offered 
a plant of practically the same capacity as that offered by the higher 
tenderer, it is apparent that the Corporation had already decided to 
place the contract with the second highest tenderer for reasons of their 
o m .  

D.V.C. 

All hlinistrieslI&Pl 
D.V.C. 

D.V.C. 

(ii) The Committee are also not convinced of the plea of urgency for not 
calling for open tenders from all the 21 approved suppliers of air-con- 
ditioning equipment. As all the firms were in Calcutta, an enquiry 
could have been made simultaneously from all of them. 

(iii) The Committee have come across a number of cases where plea of 
urgency was often put forth whenever the administration failed to ob- 
serve the prescribed rules and procedure. On scrutiny, however, m 
most cases the urgency could not be established. The Committee would 
urge that strict instructions be issued by Government to alt Executive 
Officers that no deviation should be made from the prescribed procedure, 
unless there was compelling necessity. 

(i) The Committee regret to observe that the case of purchase of Concrete 
Mixers is a typical case of scant regard for public funds It has been 
stated by the Corporation that as the Officers concerned had left the 
service of the Corporation before'the case came to notice, no further 
action could be taken in the matter. But the Committee find from the 



D.V.C. 

evidence before them that the Corporation could have instituted investi- 
gation into the purchase much earlier. 

(ii) The Committee would like the irregularities committed by the Engineer- 
in-Charge in this case to be communicated to the Government of West 
Bengal (where he is working at present) for such action as may be consi- 
dered necessary. They would also urge that action should now be 
taken to fix the responsibility on the Inspector of the Corporation, who 
certified that the machines were in good working condition at the time of 
their purchase. 

I&P/D.V.C. (i) The Committee see no justification for the waiving of penalty by an 
autonomous and commercial Corporation like the D.V.C. for delay in 
payment of dues by the consumers including private consumen for the 
supply of power continuously for six years from 1951-52 to 1957-58. 
The plea put forth by the Corporation that some period was necessary to 
enable the consumers to get accustomed to the procedure of billing, 
scrutiny of meter readings and procedure of p a p e n t  during the inidal 4 
stapes of supply is hardly convincing, as normally the consumers of power 
are expected to pay the charges billed for and to point out erron in the 
bills separately. 

( i : )  The proposal of introducing a Rebate System for payment by a specified 
date on the lines similar to that in force in the Calcutta Electric Supply 
Corporation instead of the present system of penalty, which is stated to be 
under consideration of the Corporation, should be finalised quickly. 
They would like to watch the results of the working of the new procedure 
through the subsequent Audit Reports. 

D.V.C. The Committee regret to note that despite the observations made by them 
in para I 3 of their I 8th Report (1955-56) in the matter of reconciliation of 
balances of Stores with Financial Accounts, an efficient standard of store- 
accounting which is necessary for avoidance of pilferage and loss of stores 
by fraudulent means, has not so far been achieved by the Corporation. -- 



D.V.C. The Committee would like to know the actual results of the working of the 
Cold Storage Plant at Burdwan during 1958-59. 

19 98 Finance/I&P/ D.V.C. (i) According to the D.V.C. the anticipated financial return f m  Tilaiya 
High Level Irrigation Scheme indicates that the scheme cannot be pro- 
ductive. In the light of this anticipation, the Committee would like to 
caution the Government of India and the D.V.C. against incurring any 
further expenditure towards the implementation of this scheme. 

IOI Do. (ii) The Committee would emphasise the necessity of having a proper mi- 
fied development of the entire lower valley as a whole instead of resort- 
ing to the solution of individual problems for local and short term beab s 
fits. 00 

30 I& A11 Ministries/I&P/ The Committee can do no more than to reiterate their recommendation maQ 
D.V.C. in para 32 of their 3rd Report (Second Lok Sabha) that delays in the 

execution of works resulting from non-stocking of essmtial spare parts 
could be curtailed with proper planning and foresight. 

D.V.C. (i) The Committee see no reason why no penalty could be imposed on 
both the suppliers for non-delivery of the timber by the stipulated datc 
They would like to be apprised of the final outcome of the action when 
taken against them and also of the fulfilment of the contract by TEX- 
MACO. 

(ii) The Committee view with great conmn the repeated changes in the 
scheduled dates for the completion of the Panchet Hill and Maithon Dam 
projects, as they add to the cost of the projects considerably and affect 






