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INTRODUCTION 
I, the Chairman of the Public Accounts Committee, as authorised 

by the Committee, do present on their behalf this Twenty-third 
Report on the Audit Report (Commercial) , 1963. 

2. Audit Report (Commercial), 1963 w w  laid on the Table of the 
House on the 18th April, 1963. The Committee welcome the first 
separate volume prepared by the Comptroller and Auditor General 
presenting the audit comments rebating to Commercial Undertakings. 
The Committee examined the Report at their sittings held 
on the 8th August, 1963, 23rd (forenoon), 24th (afternoon), 28th 
September, 12th, 13th, 22nd and 23rd November, 1963, 22nd, 23rd 
(forenoon), 23rd (afternoon) January and 4th February, 1964. A 
brief record of the proceedings of each sitting of the Committee had 
been maintained and forms part (Part XI*) of the Report. 

3. In an informal sitting of the Public Accounts Committee held 
on 22nd November. 1963, the Committee decided that in the case of 
the following Organisations located far off from Delhi about which 
the points included in the Audit Report were of minor nature, only 
written notes might be called for: 

(1) Praga Tools Corporation . . Para XI1 
(2) Heavy Electricals Ltd. . . Para XI11 
(3) Government Mints . . Para XIX 
(4) Government of India Security Press . . Para XX 

The information called for is still awaited. 

4. With the formation of the Legislative Assembly of Himachal 
Pradesh, the Chairman, Public Accounts Committee (Ifimechal Pra- 
desh) desired to take up the examination of Para ,YVnI-Himachal 
Pradesh Government Transport S&rvice. The Committee have no 
objection to Public Accounts Committee. Himachal Pradesh, taking 
up for examination this paragraph in accordance with their Rules. 

5. The Committee approved and finalised this Report at their sit- 
ting held on the 17th March, 1964. 

6. A statement showing the summary of the main conclusions/ 
recommendations of the Committee is appended to the Report 

----- 
*Not printed. (One copy laid an the Table of the House, and five copies 

placed in the Parliament Library). 



(Appendix 111). For facility of reference, these have been printed 
in thick type in the body of the Report. 

7. The Committee place on record their appreciation of the assis- 
tance rendered to them in the examination of this Audit Report by 
the Comptroller & Auditor General of India 

They would also like to express their thanks to the omcers of the 
Ministries and Undertakings concerned for the co-operation in 
giving detailed information asked for by the Committee during the 
course of their evidence. 

The 18th March, l a .  
Phlguna, 28, 1885 (Saka) .  

MAHAVIR TYAGI, 
Chairman, 

Public Accounts Committee. 



AUDIT OF GOVERNMENT COMMERCIAL CONCEBNS 

Government Commercial concerns, the accounts of which are sub- 
ject to audit by the Comptroller and Auditor General, fall under 
the following categories: 

(i) Statutory Corporations 

(ii) Government Companies 

(iii) Departmentally managed Commercial Undertakings 

The funds of the Corporations and Companies are separate from 
the Consolidated Fund of the Government of India. However, under 
the relevant provisions in the respective Acts of the Corporation 
or under the lndian Companies Act, their eccounts are subject to 
the scrutiny of the Comptroller and Auditor General. 

Thus in respect of the Air India and the Indian Airlines Corpora- 
tion, the Comptroller and Auditor General is the sole auditor, while 
in other cases like the Industrial Finance Corporation he has the 
right to conduct the sudit of the concern independently of the audit 
conducted bv the professional auditors appointed under the Act. 

2. In the case of Government Companies he conducts audit 
scrutiny over and above the audit conducted by professional auditors, 
appointed by the Central Government on his advice. The Comp 
troller and Auditor General carries out a supplementary or test- 
audit of these accounts and gives his comments upon or supplements 
the report submitted by the professional auditors. The Companies 
Act also empowers the Comptroller and Auditor General to issue 
directives to the Auditors in regard to the performance of their func- 
tions. In March 1962, such directives were issued by him to the 
private auditors for looking into certain specific aspects of the work- 
ing of Government Companies. In this connection the Committee 
would like to refer to Appendix I to their 7th Report (Third Lok 
Sabha) . 1 

3. The receipts and expenditure and transactions relating to 
Departmental Undertakings, form part of the Consolidated h m j  d 
India, nnd the Comptroller and Auditor General is responsible for 
their audit. I 



STATUTORY CORPORATIONS 
4.J~here were five Central Government Commercial Corporation. 

on 31st March, 1962. 
"Compared with the previous year, the paid up capital of the four 

Corporations (excluding Oil and Natural Gas Commission) increased 
from Rs. 24.98 crores to Rs. 32.18 crores. Loans given also increased 
from Rs. 62-07 crores to Rs. 70.99 crores. The maximum amount of 
loan given was to the Industrial Finance Corporation amounting to 
Rs. 42.25 crores upto 30th June. 1962. The Corporations showed a 
total return of Rs. 3.66 crores during the year. The percentage of 
return on total capital employed went down from 4.4 per cent to 
3.5 per cent during this year. 

5. The financial results of the working of the two Air Corpora- 
tions during 1961-62 were as under: 

Air India 

The Corporation made a profit of Rs. 38.86 lakhs as against 
Rs. 67.97 lakhs in the previous year. 

Indian Airlines Corporation 

During 1961-62, the Corporation showed a net profit of Rs. 7.88 
lakhs as against Rs. 4-68 lakhs in 1W-61 as worked out without 
charging any interest on loan capital as stated in para below. If 
this is taken into account the profit would be turned into a loss of 
Rs. 32.88 lakhs. 

6. Besides making the investment in the form of capital and 
granting loans, the Government have also given the following facili- 
ties to these Corporations: 

(i) Waived interest upto 1st October, 1966 on loans amounting 
to Rs. 9.61 crores and Rs. 12.60 crores in the case of 
Indian Airlines Corporation and Air India respectively. 
The total amount of interest so waived upto 31st March, 
1962 in the case of Air India was Rs. 136.57 lakhs and 
that in the case of Indian Airlines Corporation was 
Rs. 216.76 lakhs. 

(ii) Guaranteed loan of Rs. 6.53 crores raised by the Air India 
The Committee have dealt with these two Corporations in the 

parakaph f0U-g. 



(i) AIR INDIA 
$?a 111, pp. 6-9. 
Capacity utilised, Page 7, Para I11 (3) 

7. The following table indicates the available capacity, capacity 
utilised and the operating cost during the last four years. 

- - 

Particulars 1958-59 1959-60 1960-61 1961-62 

(I) Available Tome-Kilo- 
metres (in Millions) . 87.995 93.486 161.447 216.640 

(2) Revenue Tome-Kilo- 
metres performed (in Mil- 
lions) . 49'853 54.241 76.299 94.519 

(3) Overall load factor . 56.80/, 58 -2% 47.3% 43 -7% 
(4) Operating cost per R.T. 

Krn. . . . Rs. 2-29 2.29 2-40 2-21 

( 5 )  Operating Revenue per 
R.T.Km. . . Rs. 2-31 2.P 2.51 2 -28 

(6) Operating cost p a  
A.T.&n. b. 1-30 1.33 I 13 0.96 

(7) O ~ ~ t i n t 3  Revenue 
t earned per A.T.Krn. 
(including receipts from 
pool partners wherever the 
Corporation had entered 
into revenue pooling ar- 
rangements with other o p  
erators) . . Rs. 1-31 1'35 1-19 I -00 - 

NOTE : 
Available Tome  Kilometres . . Product obtained by multiplying 

the capacity in metric manes 
(2205 lbs) available far pas- 
sengers, mails and cargo by the 
distance in kilometres down 
by the aircraft. 

Revenue Tome-Kilometfts . . Revenue earning load of pas- 
s e n p ,  mail end carp in 
memc Tonnes-multipkd by 
the distance flown in kilo- 
metres. 

Overall Load Factor . . . . Ratio of revenue TomeKib- 
mcars to available tonne kilo- 
metrcs usually expressed as 
percentrge. 



4 
The overall load factor had steadily declined from 58.2 per cent 

achieved in 1959-60 to 47.3 per cent. and 43.7 per cent. in 1960-61 and 
1961-62 respectively. This had been attributed by the Corporation 
to the increase in the capacity due to the introduction of Boeings and 
in tense international competition on account of which the industry 
as a whole was suffering. The present operating revenue was only 
slightly above the operating cost. 

Of all the routes operated by the Corporation, the load factor on 
the New York-London service which started in 1960 was the lowest 
in 1961-62 being only 28 per cent. as against the break-even load 
factor of 37.2 per cent (i.e. the load factor as which cost of opera- 
tion is just balanced by the revenue) for Boeings which operated on 
this route. 

Explaining the basic reasons for decrease in the overall load fac- 
tor during the period 1960-61 and 1961-62, the Secretary of the Minis- 
try stated that under-utilisation of capacity had taken place all over 
the world because of the change over to big capacity Boeings. 1: 
was added that in earlier years the capacity was better utilised in 
terms of percentage because the air-crafts =re smaller. With regard 
to some internal service where Dakotas were operating, the capa- 
city utilised was about 80 per cent. to 90 per cent. but the financial 
results were not satisfactory. It was also stated that 1961-62 was a 
particularly bad year for airlines all over the world. Air India 
started operating the London-New York sector in addition to the 
Bombay-]London route that year. Besides, the Air India being a 
new comer and having 3 frequencies in summer and 2 in 
winter had to compete with a greater number of 
established airlines having more frequencies over the Atlantic. The 
fquencies had, however, been increased by Air India now to 7 in 
summer and 4 in winter. It was further added that in the case of 
large aircraft the break-even point was much lower i.e., about 42 
or 43 percent. In respect of financial results (in terms of operating 
cod and operating revenue earned per Available Tonne-Kilometres) 
there had been a steady improvement. 

In reply to a question, the Secretary of the Ministry stated that 
the break-even point would be between 37 per cent and 41 per cent 
and may vary from year to year and also differ from one airlines to 
another airlines as  it depended on the scale of salaries, cost of duty 
payable on aviation spirit etc. which were flexible items. When 



enquired about the capacity utilisation in 1962.63 and 1963-04, the 
General Manager of the Air India stated that the load factor 196263 
was 45.3 per cent and for the eight months ending November, 1983 
was 49.9 i .e,  nearly 50 per cent on India-USA Sector alone. The 
Committee, however, desired to be informed about the load factor 
reached during the same period over other sectors operated by Air 
India. The information is still awaited (February, 1964). 

The Committee recommend that the Air India should continue to 
endeavour to improve the atilimtion ab the available capacity. 

Major Projects: Administrative Building Project, Pages 7 and 8 para 
rrr (4). 

8. As the Administrative Offices of the Corporation were scattered 
over a number of places in Bombay, the Management submitted a 
project for constructing a building with a view to bringing all the 
Administrative Offices under a single roof. The Corporation a t  its 
meeting held in March, 1958 approved the project and sanctioned a 
sum of Rs. 57 lakhs for its execution. The land for this building was 
acquired on lease in February, 1961, and according to the terms of 
the lease, the building was to be completed within a period of 3 years 
from the date of acquisition (i.e. by February 1964). But till August, 
1962, even the appointment of an architect for drawing up the 
plans, etc. was stated to be under consideration of the Corpora- 
tion. From the date of taking over the plot no ground rent was 
payable for the first gear but for the succeeding four years rent 
was payable at Rs. 1,34.775 per annum. 

It may be added that the rent paid for the various otaces 
located in hired buildings which were to be accommodated in the 
new building was Rs. 1.78 lakhs per annurn. The rent paid upto 
the date of starting of the work will be of an infructuous nature. 

The General Manager, Air India while giving the details of the 
case stated that the original plot which was taken over from the 
Government of Maharashtra in February, 1961. was an Cshaped 
plot. The adjacent Lshaped plot was reserved for the Atomic 
Energy Commission who did not take it. This plot was ultimatdy 
tehen over by the Express Newspapers Ltd. With a view to 
obtaining a reasonably square plot on which a good building could 
be built, attempts were made to negotiate with the other party. 



This could tbe achieved by about July, 1961. Since this u;9s a 
redaimed area and originally meant for residential purposes, the 
ma'tter had to be referred to the Municipal Engineers, who said 
that it was not permissible to construct an offlce building on that 
plot and even if that was permitted the "floor space index" could 
not be more that 2.5 which meant onIy a small building. With a 
view to fully exploiting the plot and to construct an office build- 
ing, the Maharashtra Government was requested to remove both 
these restrictions, in this particular case. The Chief Minister of 
that State relaxed these conditions in March, 1962. Until this was 
done, the General Manager emphasised that there was no ques- 
tion of appointing any architect. The general Manager further 
added that only after completing all the formalities, the management 
was in a position to appreciate the size of the plot, its location in 
the area called Nariman point at the Marine Drive end, its im- 
portance as a commercial plot and value thereof. It was then ten- 
tatively decided to construct a very large building as it was felt 
that whatever money would be spent on the building would be 
realised in three or four years' time. It was, therefore, considered 
desirable to seek the advice of an American Architect as 
far as preliminary drawings were concerned. For that too. per- 
mission from the Government had to be taken. I t  was only in 
July, 1963 that the Architect came from America. He prepared 
the preliminary data and the scheme was put up to the Board 
in November, 1963. During January, 1964, he was expected to 
subnit four sets of complete drawings which would be submitted 
to the municipality for their approval and construction was ex- 
pected to start immediately after the monsoon. 

In reply to a question, it was stated that the plot belonged to 
the Maharashtra Government and was giwn on 99 years lease, 
valued at Rs. 400 per sq. yd. for which Rs. 20 per year was charged 
as lease money. It was further added that the price of other plots 
had increased considerably (Rs. 550 per sq. yd. charged from the 
Express Newspapers Ltd. and Rs. 800 p. sq. y d  and onwards from 
others) and that was why the Corporation took the land in ques- 
tion at Rs. 400 per sq. yard earlier. 

To a question as to why it was considered necessary to employ 
an American Architect, the General Manager stated that one of the 
considerations was that the building was to be of 14 or 18 storeys 
which would be the tallest in Bombay. The 0th- factor was that 
it was a reclaimed area and there would have to be subterranean 
fioam for garages which constituted a special problem. Besides, 



keeping in view the airline requirements and ground floor where 
there would be the booking oflRces, passenger collection centres 
and so on, it was felt that it should be of the highest international 
standard in our country. It was added that the American Architect 
would get 150,000 dollars in all for preliminary drawings. The rest 
of the work will be done by the Indian Architects at  a cost of about 
44 to 5 per cent of the scheme. 

The Committee note that the land for this building was acqrritsd 
on lease in February, 1961, and according to the terms of their 
lease, the building was to be completed within a period of 3 years 
from the date of acquisition (i.e. by February, 1964). The Corn. 
mittee, however, learned during evidence that the cansbnrction of 
the building was expected to commence only after the monsoon 
of 1964. While noting the various reasons enumerated dming evi- 
dence the Committee regret the abnormal delay that has occurred 
in starting construction specially in view of the fact that the Air 
India has bees paying a high rent of Rs. 1.78 lakhs per annum for 
the various offices that are to be accommodated in the new baEM- 
ing. 

The Committee are of the opinion that expenditure incurred on 
construction of such buildings should be commensurate with the 
economic conditions in India and attempts should be made to 
economise wherever possible. 

I t  was admitted More  the Committee that Indian Architects 
could have built such buildings. As such, the Committee fail to 
understand why the work of preliminary drawings involving an 
expenditure of 150,000 dollars was not entrusted to an Indian 
Architect to save the foreign exchange involved. 

Increase in the amounts due to the Corporation on account of pas- 
sage freight etc. Page 9,  Para I11 ( 5 )  ( e ) .  

9. The amounts due to the Corporation on account of passage, 
freight, etc had been progressively increasing as shown below:- 

Date .4mom 

3x-3-1959 . . Rs. 2-80 cmre~ 
31-3-1960 . . Rs. 2.81 cram 
31-3-rg61 . . Rs. 4-83 crores 
31-3-1962 . . Rs. 6 -42 crores 

Out of the amount of Rs. 6.42 crores outstanding on 31st MaFch, 
1962 a sum of Rs. 2.68 l a b s  had been outstanding for more than 
three years. The outstandings against passenger tickets on S d  



March, 1962 from private parties amounted to as much a s  Rs. 1.71 
cmms. Of the balance outstanding, the bulk was due from Govern- 
ment Departments and Indian Missions abroad. 

The General Manager while explaining the background of the 
case, stated that almost the whole business was transacted by agents 
who had under regulations. 45 days credit. As such money for 45 
days was always outstanding against the agents. This was the 
reason for the outstanding amount of about Rs. 3 crores out of Rs. 4 
crores in 1962-63. It was further stated that about Rs. 24 crores 
were outstanding from the Ministry of Defence who had purchased 
Super Constellations. The General Manager, however, added that 
most of it had been settled now. 

The Committee were informed that the figure of outstandings as 
on 31st March, 1963 was Rs. 7.86 crores, out of which dues outstand- 
ing for more than 3 years amounted to Rs. 2,89,000. Out of this 
amount a sum of Rs. 1,29.000 had been recovered upto 
1-l2-1963 and the balance remaining was Rs. 1,60.000. The amounts 
due from private parties were casual credits. 

The Committee feel concerned about the huge amount of Rs. 1-86 
crores outstanding as on 31-3-1963 out of which the dues outstand- 
ing for more than 3 years amounted to Rs. 2,89,MWt. Out of this 
amount a balance of Rs. 1,60,000 remained still outstanding on 
1-121963. The Committee are of the view that the Corporation 
should take special measures to ensure that the outstanding dms 
run collected within a maximum period of six months. 

Gmnt of loans to stag for building or acquiring housing property, 
page 3, para 4 

10. Loans were granted to the employees of the Corporation 
for buildinglacquiring housing properties in India, at the discre- 
tion of the General Manager, in accordance with the regulations 
approved by the Board in their 19th meeting held on 1412-1956. 
The regulations framed by the Corporation were submitted to 
Government for approval in the year 1958, but the approval was 
awaited. In the meantime, however, the Corporation sanctioned 
loans amounting to Rs. 4,43317 by 31-3-1962 of which a total sum 
uf Rs. 3,68967 had already been dirbursed. According to the re- 
gulations framed by the Corporation and submitted to Government 



for their approval, loans could be granted for constructing or 
aaquiding housing property only in I n d h  upto a maximum of 
Rs. 50,000 in each case. In  three cases, however, the Corporation 
sanctioned loans for constructing houses abroad, to the extent df 
Rs. 66,700; Rs. 3,26,000 and Rs. 8,000 respectively out of which the 
first and third loans had already been paid. 

Replying to a question the Secretary of the Ministry stated that 
the regulations were first framed in 1956 and were submitted 
to Government for approval. The Ministry of Transport consulted 
the Uinistries of Works, Housing and Supply, etc. and also com- 
pared them with the regulations of the Indian Airlines Corpora- 
tion. In the mecenwhile, as a result of their activities spreading to  
various countries, they had certain problems to face. The regula- 
tions made in 1956, however, had not become formal yet. I t  was 
added that the f i r  India had in the meanwhile to consider sanc- 
tioning loans for housing purposes in India and abroad based on 
commercial considerations. The General Manager, Air India in- 
formed the Committee, in extenuation, that majority of the staff 
of Air India lived in Bombay where an ordinary person could not 
afford to buy a plot of land and build a house. For this purpose it 
was necessary to form a co-operative society which could acquire 
land and build houses or buy ownership flats. With a view to safe- 
guarding the interests of the Corporation, the matter was referred 
to the Solicitors who took a good deal of time to put the formal 
rules into shape. Normally, Air India did not give loans for house- 
building abroad, but in a place like London, Indians who were 
posted for three or four years, found it diffcult to get accommoda- 
tion. The land-lords there do not like to sublet to the people with 
children. Some Indians, posted to London, therefore. sometimes 
tried to bug property through the help of mortgage banks and while 
coming back to India, sold i t .  without any loss of money. The 
amount involved would almost he the rent which they would have 
had to pay. 

With regard to the three cases referrcd to in the Audit Report. 
the General Manager stated that one of the cases related to a loan 
of Rs. 8,OO~miscellaneous loan-to enable the officer to complete 
construction of a house. The other case uCas of a loan of Rs, 66,700 
given to the Regional Manager in London who  needed a representa- 
tional house. In this case, the officer concerned would build his 
house and not claim any house rent from the Corporation. He was 
not expected to be posted back and he had 15--18 y e x s  more lo  
serve and, therefore, he would be in a positiun to repay the loan 
before retiring. The General Manager added that the third loan of 
Rs. 3-26 lakhs had not been disbursed though it had been sanctioned. 



Xf the oi3cer concerned took the loan he would not have been en- 
titled tq house-rent. He worked out that it was cheaper for him 
ta get house-rent than this loan and he, therefore, 3olitely refused 
to accept the loan. 

Replying to a question whether house building loans were admis- 
sible to low-paid staff also, the General Manager replied in the 
affirmative. 

The Committee do not appreciate the abnormal delay involved\ 
in finalising the formal regu1rutions regarding grant of loans. The 
Committee bope that the draft regulations wfjll be fmalised without 
d&y and strictly adhered to id future. 

Loss on account of obsolete route maps, 3, para 5 

11. In 1958, the Corporation placed an order for 300,000 maps on a 
firm in London. In the terms of the purchase order provision was 
ma& to effect changes after each lot of 50,000 copies were printed 
to meet any alterations in the subsequent route pattern including 
the then impending Boeing Operations. The first 100,000 maps were 
p~tk!d by February, 1959 but could not be used till November' 
December, 1959 on account of certain defects noticed by Government 
in these maps. 

Although it was definitely known that the Corporation was to 
operate Boeings from 1960, yet the Firm was lasked to print another 
50,000 maps for Super Constellation routes in the revised edition in 
September, 1959. Thus out of 1,50,000 copies received by the Cor- 
poration only 27,744 maps were actually used. The balance quantity 
valued at Rs. 92,914 .had to be written off as the Super-Constella- 
tjbn route maps had become obsolete on account of the introduction 
of Boeings. The management, however, explained that they were 
then not sure about the date by which they would be able to sell 
the Super-Constellations. Had the Corporation estimated its re- 
quirements properly, the order for 50,000 maps, printing of which 
was undertaken in September, 1959 could have been amended so as 
to conform to the route pattern for Boeings and the expenditure 
amounting to Rs. 38,000 could have been avoided. 

The General Manager stated that in September, 1959, they were 
not aware of the actual position as till then it was not decided who 
would do the over-printing. That source was decided in October 
after the order was released on Philips. I t  was admitted by the 
General Manager that all those maps could have been u s 4  because 
super-constellations were going to the east for more than a year after 



that but the department concerned thought that since Boeings were 
there, Superrconstellation maps should not be put to use at all. 

It was added that all these things did not come to the manage- 
ment, for consideration but were decided at lower levels, in good 
faith. 

The Committee are surprised to note that such important deci- 
sions are left to be decided at lower level witheut being brought to 
the notice of the higher authorities at any stage. They reeo11)mend 
that suitable instructions should be issued in this regard to avoid the 
incurring of such inhcfUOUB expenditure in future. 

Call and $red deposits in Banks, page 2 para 6 
12. A sum of Rs. 49344 l a b  &as in fixed and call deposits with 

Banks as on 31st March, 1963 as against the limit of Rs. 325 lakhs, 
prescribed by the Government of India, Ministry of Transport and 
Communications. [Vide their letter No. 6-CA (19) j59 of 8-1-1960]. 

Ex-post-facto approval of the Government for the excess invest- 
ment is being obtained by the Management. 

The General Manager stated that the sanction of the Government 
for the excess investment had been received. It  was added that 
these were free balances and nothing could be done about them. 
The loans could not be repaid in advance as these were the loans in 
foreign countries and were to be paid only after the date of their 
maturity because of the foreign exchange shortage. The manage- 
ment had also requested the Government to deposit with them about 
Rs. 3 to Rs. 4 crores and the matter was under consideration. When 
asked in which banks and on what basis the surplus funds were de- 
posited, the General Manager stated that as on 10th January, 1964 
the position with regard to fixed deposits was as follows: 

(i) State Bank of India . . Rs. 3.20 aores 
(ii) Cenual Bank of India . . Rs.~.yocrotes 
(iii) Bank of India . Rs. 2 .os crora 
(iv) Bank of Baroda . . . Rs. 1.95 crores 

t . 
TOTAL . . . . Rs. 9-10 crores 

It was added that money was deposited with the three commer- 
cial banks in equal proportions because they were giving a rate of 
interest which the State Bank of India was not giving. Since last 
year, the State Bank of India was also giving the same rate of inte- 
rest for the fixed deposits as scheduled banks. 



Replying to a question with regard to utilisation of surplus fulhds, 
the General Manager stated that an offer was made to Government 
for payment of interest from last year ie. 1963. Although there was 
a moratorium, yet the earnings of Air India justified payment of 
interest. The matter Was under consideration of Government and 
it was hoped that they would agree. If that be so about Rs. 70 lakhs 
would be paid as interest on Government loans. It  was also pro- 
posed to pay dividend on the other half of the Capital. Then there 
was a scheme for building Corporation's own buildings. In view of 
the resources available it was also proposed to join the Government 
of India 'Hotel Scheme' in Bombay. Delhi and Calcutta. 

The Comrnitttq are glad to note the sound financial position of 
the Air India They hope that Government will take an early deci- 
sion with regard to the proposals of the Corporation to start paying 
interest on Government Ioansi and to deposit about Rs. 3 to Rs. 4 
acmes ~ 6 t h  the Government. The Committee also hope that Govern- 
m a t  will take care to see that handsome profits earned by the Air 
India do not lead to extravagance. 

L o w  to Stag Members, page 3, para 7 

13. Loans amounting to Rs 90,0501- had been sanctioned to the 
employees for various reasons such as for the purchase of furniture, 
repair of car, purchase of clothes, payment of arrears of income tax, 
payment of entrance fee for becoming a member of a Club, distres- 
sing financial circumstances, medical treatment etc.. some of which 
did not fall within the scope of welfare activity or emergency relief. 
Out of the above sum, loans amounting to Rs. 25,675/- had been sanc- 
tioned free of interest and the balance, on interest ranging between 
3 per cent to 43 per cent. No rules had been framed for grant of 
such loans. 

The General Manager stated that as already mentioned in the 
Audit para, the cases related to two or three kinds of loans given 
by the Corporation. He felt that these loans were of such a mixed 
and miscellaneous category that to make rules so as to provide for 
all of them was really an extraordinarily difficult task. Generally, 
these cases were looked at from the welfare angle or commercial 
requirements of the Corporation. As an exam$e, the case of cloth- 
ing loan amounting to Rs. 600/- given to a low-paid officer who was 
to be sent to a very cold country in the month of January, was cited. 
The officer concerned asked for clothing because he had no money 
to buy them, instead the Corporation offered to lend him the re- 
quired money without interest. It was added that there was no 
rule to solve this problem but in a contingency like this something 



had to be done. Andher instance of payment of club fee to M ~ M -  
ger in Tokyo was mentioned. It was reported that unless the 
Manager became a member of the Golf Country Club, he could not 
meet the top people because nobody would meet anybody except 
in the Golf Club in Tokyo. The Corporation was prepared to pay 
%. lO,OOO/- from their resources to make him a company member 
so that when he was transferred his successor could continue as a 
member. The Manager concerned who was a Japanese speaking 
man, was not likely to be transferred from there for 10 or 15 years, 
and, therefore, it was decided to advance him an interest free loan 
of Rs. 10,000/- which he would refund in 2, 3 or 4 years. It was 
added that the Corporation had accepted it as a policy to pay the 
fees where the joining of a club by its senior officials abroad or outc 
side Bombay was a matter of commercial interest to the Corpora- 
tion. The Committee were informed that rules were being framed. 
A welfare fund was also being set up from 1964 to meet medical 
expenses. etc. 

The Committee are of the view that the Air India should e spa  
'dite framing of ruAes laying down suitable criteria according to 
which loan should be sanctioned and interest charged thereon. Set- 
ting up of the Welfare Fund and framing of rules for its utilisatia 
should also be expedited. 

LQSS of revenue to &lay in revision of man hour rates levied far 
execution of private and accident jobs consequent on revision 
of pay scales-page 3, para 8 

14. Although the arbitrator's award regarding revision of pay 
scales of the employees of the Corporation was published in Novem- 
ber 1960, the man hour rates levied for the execution of private j o b  
and accident jobs recoverable from Insurance Companies were not 
revised till the end of March. 1963. The man hour rate for the exe- 
cution of private jobs was revised from Rs. 9 i  per hour to Rs. 15/- 
per hour and became effective from 1st April, 1963 and the same 
for the execution of accident jobs was revised from Rs. 7/- per hour 
plus 22 per cent. for overheads to Rs. 9.80 per hour plus 34 per cent. 
for overheads effective from 1st January, 1963, the latter increase 
being subject to the concurrence of the Insurance Company. Due 
to the continuance of the old rates there was a short recovery of 
about Rs. 15,500 (Approx.) during the years 1961-62 and 1962-63. 

The Committee desired to know why the revision of the man hour 
rates was not done in time. The General Manager accepted that the 
arbitrator's award regarding revision of pay scales of the employem 
2447 (xi) Ls-2 



of the Corporation was published in November, 1960 but it was a16 
most till the end of 1961 that all pending matters relating to the staff 
were settled. He, however, admitted that in spite of all that the man: 
hour rates could have been revised in November, 1960 itself. 

The Committee are surprised at the lethargy shown in settling the 
pending matters relating to the staff till the end of 1961 resulting in 
the loss of about Rs. 15,!500. As admitted by the General Manager, an 
increase could have been made in the man hour rates in November, 
1969 itself and the sum of Ets. 15;500 could have been collected. The 
Committee hope that such delays will be avoided in future. 

Economy in Publicity and Sales Promotion 

15. In reply to a Supplementary to Starred Question No. 199, the 
Deputy Minister of Transport and Communications informed the Lok 
Sabha on the 2nd March, 1963 that as far as advertisement5 were con- 
cerned the Air India had been informed of the need for economy in 
expenditure. He added that advertisement was also necessary for 
attracting traffic and a large amount was spent by foreign airlines on 
advertisement. 

The Committee had desired to know the total expenditure incurred 
by the Air India on publicity (including advertisements) during the 
years 1960-61 and 1961-62. The Ministry of Transport and Communi- 
cations (now Ministry of Transport) furnished the following state- 
men t : 

(Rupees in lakhs) - 
Particulars I*-61 1961-62 

Sales promotion . 
Press advdement and Radio . 
Photographs . 
Giveways . 
Display . 
Direct mails , 

TOTAL Cosr . 
t e s s  : Qutd Pro Quo - 
CQSt 

CaahCost . . 



It is observed from the summary of Budget Estimates for revenue 
and expenditure for the year 1963-64 relating to the Air India that 
the estimated expenditure on Publicity and sales promotion of the 
Air India during 1962-63 and 1963-64 was as follows: 

(Rupees in lakhs) 
--.- .-- . . 

Revised Estimates Budget Estimates, 
1962-63 .---- 1963-64 -,- 

131.00 131 .oo 
.-. 

In evidence, the Committee were informed that the expenditure 
incurred by the Air India on publicity and Sales Promotion during 
1962-63 was Rs. 120.43 lakhs as in the year 1961-62. 

In 1961-62 the revenue was Rs. 20.13 crores: in 1962-63 the revenue 
was Rs. 22.58 crores and. therefore, the percentage fell from 6 per 
cent. in 1961-62 to about 5.38 per cent. in 1962-63. As the revenue was 
expected to be about Rs. 25 crores in the current year, the percentage 
would also fall slightly; but not beyond a certain limit because these 
expenses (sales promotion, publicity, press advertisements etc.) 
promote revenue. To a question as to what items were included in 
the Sales promotion, the General Manager stated that i t  included a 
variety of items viz.. Tour of Agents, Tour of Sales Staff, Press Ad- 
vertisements and radio. The expenditure on this account in India 
was about Rs. 9 lakhs and the rest abroad. 

The Committee, however, desired to be furnished with the break- 
up of expenditure under the heading 'sales promotion' with special 
reference to agents' tours and publicity for the year 1962-63. The 
information is awaited. 

The Committee are of the opinion that there is some scope for re- 
duction in the expenditure incurred by the Air India on Publicity and 
Sales Promotion which comes to Rs. 1-20 crores and they hope that 
due economy will be effected wherever possible. The Committee also 
recommend that publicity, advertisement and entertainment etc. may 
be shown under a separate head and not mixed up with sales promo- 
tion or commissions paid to agents. 

(11) INDIAN AIR LINES CORPORATION 
Para IV, pp. 9-10 

Loro due t.o Corporation's not bargaining in the disposal of untoasred 
Heron Aircraft, pages 9-10, para IV 

16. Eight Heron MK. I1 Aircraft acquired by the Indian Airlines 
Corporation in 1955 at a cost of approximately £60.000 (Rs. 8 lakhs) 



each were found uneconomical to operate. The Board in their meet- 
ing held on the 21st March, 1957 decided to sell rtwo Herons provided 
the price obtained was not much below the cost. The asking price 
(Reserve price) was fixed at £45,000 (Rs. 6 lakhs) per aircraft against 
the depreciated value of £48,000 (Rs. 6-40 lakhs) each. The highest 
offer received from U.K. in June. 1957 was £25,000 (Rs. 3-33 lakhs) 
per aircraft. According to the reports received from various firms 
of air brokers there were clear indications that Herons had a buyers' 
market. Even then a confirmed offer of $1,15,000 (Rs. 5.52 lakhs) for 
one Heron received on 19th July, 1957 from U.S.A. through an air 
broker of New York was *not accepted. The permission sought by 
the Corporation from the Government for the export of two Herons, 
was received on 17th August, 1957 but the above deal fell through, 
as the Corporation was not prepared to accept less than the asking 
price (Rs. 6 lakhs). 

In October. 1957 particulars of two Herons were again advertised 
for sale at the asking price of f 44640 (Rs. 5.95 lakhs) each. By 
November, 1957 the Corporation had decided to dispose of the entire 
fleet of their Heron Aircraft. On 13th January, 1958 a foreign air 
agent enquired if the Corporation was interested to sell two Herons 
at  f 30.000 33.000 (Rs. 4 lakhs/4-4 lakhs) each. which *they stated 
was the then current market price. The few offers received by the 
Corporation also confirmed the downward trend of the market for 
Herons. The Corporation, however, stuck to the policy of not accept- 
ing offers much below the asking price and rejected all the offers. 
The asking price was. however, subsequently reduced from time to 
time (to f 20,000 in July. 1960), but it was then apparently too late 
to attract any customer. 

One Heron was sold to a Government Company in April, 1958 for 
Rs. 5,19,870. For the remaining seven, an offer of Rs. 17.5 lakhs waa 
received on 12th May, 1960 as part of a package deal for the disposal 
of Vikings and Herons and purchase of two Viscounts which was 
under negotiation with a local firm. This offer was subsequently re- 
duced to Rs. 9.31 lakhs on 16th September, 1960 (Rs. 1.33 lakhs each) 
due to the changed market situation, and the contract was Analised 
accordingly. This contract has also fallen through, and the Corpora- 
tion has decided to make renewed effort for the disposal of the 
Herons. 

From the offers received after March, 1957 i t  can be said that even 
on the basis of the last contracted sale price of Rs. 1.33 lakhs per afr- 
craft, the Corporation would have Imt about Rs. 14 lakhs with refer- 



ence to the price offered in the package deal. Now that even this 
deal is off, the ultimate loss on the sale of the sounded Herons may 
be still heavier. 

The Corporation had been losing heavily on the operation of 
Herons. The losses for the years 1957-58 to 1960 were as follows:- 

Year 
Cost of Revenue Loss 

operation 

(Rupees in lakhs) 

The Secretary of the Ministry, while explaining the general back- 
ground of the case, stated that the decision to acquire Heron Aircraft 
was taken in 1954. These were received in 1955-56. At that time the 
policy of the Indian Airlines Corporation was to operate as many of 
the feeder routes as possible. It was thought that the 14 seater, four 
engined Heron was the best possible choice because it was fairly in 
wide-spread use at that time in various parts of the Commonwealth. 
When it was found, afier about two years, that Herons were not suit- 
able on feeder routes, a decision was taken by the Board to sell them, 
and an asking price of roughly Rs. 6 lakhs was fixed. It was accept- 
ed that the asking price which the Indian Airlines Corporation de- 
manded was not realised from time to time, with the result that 
while the market price kept falling, the asking price was slightly 
ahead of it all the time. 

Replying to a question. the Secretary of the Ministry stated that 
the price of a Heron was Rs. 8 lakhs. The General Manager, Indian 
Airlines Corporation added that the cost of spare parts originally 
acquired in 1954-55 was about Rs. 20 lakhs. Afterwards, more spare 
parts were purchased and they began to be consumed. Eventually 
spare parts worth Rs. 17.88 lakhs were left with the Indian Airlines 
Corporation. The Committee wanted to know the expenditure 
incurred on the grounded Herons during the year 1962-63. The wit- 
now promised to furnish the information later. The information is 
awaited, (March, lffl). 



In regard to the amount of loss suffered by the Corporation in the 
disposal of 7 Herons, the Committee were informed that the loss on 
the sale of Herons alongwith spares was estimated at Rs. 16 lakhs. 
The depreciated value of an aircraft was worked out on the basis of 
the ten-year life of the aircraft. The way in which this loss of Rs. 16 
lakhs was computed was that the depreciated value of the aircraft 
on the date of sale was worked out and this was deducted from the 
amount realised, the balance being treated as loss. To a queslion 
whether the offer of Rs. 5.52 lakhs which was very near to the asking 
price (of Rs. 6 lakhs) was considered by the Board, the General 
Manager stated that before the matter could be referred to the Board 
the offer was withdrawn. It was added that that being the first occa- 
sion on which aeroplanes that had not been used much were 
to be sold, the Board was particular that the aeroplane should not be 
sold below a certain price. But since then the latitude had been 
given to the administration to dispose of the aeroplanes at the best 
price available. The Committee enquired whether the purchase 
offers received from U.K. in June, 1957 for Rs. 3.33 lakhs and from 
America in July. 1957 for Rs. 5.52 lakhs (with a request to make a 
counter offer if this figure was not acceptable) were considered by 
the Board, the witness replied in the negative. (He, however, added 
that it was precisely within this period that the aircraft had undrr- 
gone the certificate of airworthiness). I t  was, however, added that 
it was a t  the meeting of the Board held in October. 1957 that the 
decision to slash the price was taken. 

The Committee are unhappy to note the failure on the part of the 
administration in referring the offers received from U.K. in June, 
1957 for Rs. 3.33 lakhs and from America in July, 1957 for Rs. 5-52 
lakhs to the Board for their consideration. Had the Board been 
properly apprised of the falling market price of the Heron aircraft, 
the Board might have fured a more realistic sale price of the seven 
Herons, thereby minimising the loss of Rs. 16 lakhs. The Committee 
cannot help observing that the question of the disposal of unwanted 
Heron Aircraft was handled in an unbusfness like manner and the 
downward trend of the market for Heron Aircraft was not given 
due weight. The Committee trust that the Coworation will benefit 
from this experience and avoid such erroneous judgements in future. 

Subsidised Routes, para 3, page 1 

17. During 1960-61 the Corporation operated the following ser- 
vices which were not remunerative and could not be commercially 



I9 

.justified but for the subsidy which the Central/&ate Governments 
bad agreed to give (except in the case of item 1). 

1. Delhi-Gwalior-Bhopal-Indore-Bombay 
2. Delhi-Jaipur-Jodhpur-Udaipur-Ahmedabad 
3. Delhi-Chandigarh-Kulu 
4. Delhi-Panna 
5. Hyderabad-Vizag 
6. Calcutta-Rangoon-Port Blair. 

The Hyderabad-Vizag Service was being operated at the request 
.of the Andhra Radesh Government. The ad hoc subsidy receivable 
for the half year from 1st October, 1960 to 31st March, 1961 was 
Rs. 20,000 against a loss of Rs. 75,000 for 1960-61. 

Replyipg to a question whether the balance amount of loss had 
since been remvered from the Andhra Pradesh Government, the 
General Manager stated that with a view to finding out t r a f l i ~  poten- 
tiel, the I.A.C. experimented on new routes practically every year. 
This service was also being utifised as a training flight for air hostc 
esses and pilots. In view of this position, the help given by the 
Andhra Pradesh Government was considered to be an additional help 
and it was only an ad hoe arrangement. As such, the question of 
realisation of any further amount from the Andhra Pradesh Govern- 
ment did not arise. It was further added that from 1st April, 1961, a 
new arrangement, on a shortfall guarantee basis, had been made with 
the Andhra Pradesh Government. In the year 1961-62, the shortfall 
payment made by the Andhra Pradesh Government amounted to 
Rs. 2.16.540. 

The Committee are glad to learn that the operation of Hydrabed- 
Vizag Service at the request of the Andhra Pradesh Government has 
now been continued on a shortfall guarantee basis. Tbe Committee 
are of the view that whenever the Corporation is asked to operate a 
co~nmercinlly non-profitable route at the request of a State Govern- 
ment, i t  should invariably be on a shortfall guarantee basis. 

18. Thc Dclhi-Cwalior-Bhopal-Indore-Bombay Service was being 
operated in accordnncc with the directive issued by the Government 
of India under section 34(2) of the Air Corporations Act. The period 
of its operation expired in November, 1962. The loss incurred by 
the Corporation in operating this service during 1960-61 was Rs. 6.61 
kakhs. The 10.- had not been reimbursed to the Corporation as Gov- 
ernment held that under Section 34(2) they were liable tt. reimburse 
the loss only when there was an overall loss in respect oi the opera- 



tion of all its air transport services. However, if the sum of Rs. 4 9  
lakhs short provided by the Corporation in 1960-61 for increased 
salaries and allowances as per the agreements with the employees , 

association is taken into account, the profit of Rs. 4-68 lakhs would 
turn into a loss of Rs. 44-32 lakhs in which case the loss of Rs. 6.61 
lakhs on this service would be recoverable from the Government. 

In respect of the other services, the subsidy receivable was 
equivalent to the loss incurred in operation. 

The Committee desired to know why full provision was not made 
in the accounts in respect of the increased pey and allowances of the 
employees when it was definitely known that this pay would have to 
be made by the Corporation. The General Manager stated that ac- 
cording to the Air Corporations Act, there were certain decisions 
which the Bmrd of Management could not take without the approv- 
al by the Government of India. The question of increased wages hed 
to be referred to the Government of India, and until the approval of 
the Government was received, the Indian Airlines Corporation could 
neither incur this expenditure nor treat it as having accrued. The 
approval of the Government of India was received in July, 1961 
when the accounts had been closed as on the 31st of March, 1961. So, 
which the Government had asked the Corporation to operate the 
it was thought that it would be more appropriate to account for the 
sum of Rs. 49 lakhs into the accounts of the next pear. When it was 
pointed out by the Audit that, as a usual practice. if year's accounts 
had not been completely closed and settled. provision for liability 
pertaining to that year was made on accrual basis, the Genewl Mana- 
ger, Indian Airlines Corporation agreed that in this case this was 
not done. 

Replying to a question whether the period of operation of this 
service was extended by Government, the General Manager stated 
that this service was extended under the same conditions under 
service under Section 34(2) of the Air Corporations Act, but it was 
discontinued with effect from 1st April, 1963. When asked why this 
service was running in a loss, the General Manager stated that one 
of the reasons for its discontinuance was that it passed through o 
part of India, where among other things, the cost of petrol was extra- 
ordinarily high. Besides, Dakotas were used on this route in the 
afternoon which was most inconvenient for people to travel. 

In view of the fact that the Corporation had actually incurred a 
lass in the year 1960-61, the Committee would like the Government to 
raexamine whether the loss suffered by the Corporation on this route, 
which was being operated in accordance with the directive issued by 
the Government of India is re-imbursable uadcli Section 34(2) of the 
Akr Corpomtionr, Act, in tbe pnsent CSPC. 



Loss of Revenue, para 4, pages 1-2 

19. The Corporation staff had been allowing a rebate of 50% 
instead of 25% on consignments of newspapers on the IndialPakistan 
Sector since December, 1959. The mistake was detected in January, 
1961, and from February, 1961 the rebate of 25% was being allowed. 
T!ie loss of revenue on this account from December, 1959 to January, 
1961 had amounted to Rs. 12,500 app. in Delhi and Bombay Area. The 
loss in Calcutta area was not known. The manegement had stated 
that the matter was under investigation. 

The General Manager, at the outset, accepted that the rate of 
rebate of 50f'/;, offered was not absolutely correct and a lower rate of 
25% could have been insisted upon. This happened because the 
Marmgers in the respective places, particularly in Karachi, did not 
interpret the International Airlines Transport Association's circular 
correctly. The Secretary of the Ministry further explained the posi- 
tion that the International Airlines Transport Association regula- 
tion provided that newspaper consignments were entitled to 50 per 
cent rebate subject to a minimum weight of 5 kgs. There was no 
definite idea about consignments below 5 kgs. Many airlines follow- 
ed 25 per cent rebate in such cases. It so happened that in the 
centre, in question, a large number of consignments were below 
5 kgs. and Pakistan Airlines were giving a rebate of 50%, and Indian 
Airlines Corporation also gave that rebate. The General Manager 
added that there was competition with the Pakistan International 
Airways who were offering a rebate of 50 per cent, and as such. it 
would not have been wise for Lndian Airlines Corporation to have 
withdrawn the same rebate which had already been offered. It was 
a d d d  that eventually it was withdrawn. 

The following extract from a letter from the Indian Airlines Cor- 
poration was brought to the notice of the Committee: 

"According to the circular the minimum charge was fixed at 
50 per cent of the full cargo rate, for 5 kilos, whereas 
voluntary rebate was restricted to 25 per cent only for 
consignment weighing over 5 kilos with the fitment to 
the lower slab. Ultimately HQ decided to fall in line 
with all the other international airlines and increased 
the voluntary rebate of 25 per cent also to 50 per cent 
making i t  universal for all newspaper consignments. 
more so as PIAC did not agree to 25 per cent rebate. 
During this interim period discrepancy arose, by apply- 
ing 50 per cent rebate to all newspaper consignments. 
Irrespective of the weight, on account of staff erroneous- 



ly referring to the working of examples cited for eppli- 
cation of minimum charges. We admit it was an inter- 
pretational error. But we should not overlook the fact 
that it has also proved to the advantage of IAC, as 
otherwise all the newspaper traffic would have been 
diverted to our competitors." 

The General Manager stated that it was not so much a question 
of acting rightly or wrongly, as of not following precisely what was 

.laid down. 

The Committee are of the view that such "interpretational errors" 
should be avoided, and that suitable procedure should be devised to 
.enswe that the HQ is in a position to promptly detect and rectify 
such errors if they do occur at all. 

Irregular promotion and appointments with retrospective effect, 
para 5, page 2 

20. In pursuance of the Tribunal Award in 1958, the standard 
force of the Corporation was reviewed and an increase of 463 posts 
was approved by the Board on 30th June, 1960. Besides the overall 
increase in the number of posts, there was also a revision of :he staff 
strength required in different grades and trades. Such posts were to 
be filled either by Departmental promotions or by direct recruit- 
ment. The emplo?-ees of the Corporation considered fit for promo- 
tion were given benefits of increased pay and allowance for October, 
1960 in the case of promotions upto grade IX and from 1st Novem- 
ber. 1960 in the case of others. As promotion orders or interviews 
took plece in April, 1961 the grant of benefits with retrospective 
effect had resulted in officials drawing the pay of higher posts while 
actually not performing the duties of the post for which they drew 
the pay. The grant of retrospective effect had resulted in an extra 
expenditure of over a lakh of rupees by way of increased pay and 
allowances. 

The Government of India objected to promotions/appointments 
with retrospective efFect and held that the question should he put up 
to  the Board to set right the irregularity and thereafter the matter 
referred to Government for approval. The Corporation had since 
explained to the Board that in order to avoid dissatisfaction among 
the affected staff (many of whom were nctually shouldering duties 
and responsibilities of higher posts while being paid at the lower 
rates). it was necessary to give retrospcctivc effect to their appoint- 
ments. The Board in their 43rd Meeting held on the 6th October, 



1961 approved the action already taken by the Menagement. The 
Governinent in August, 1962 while pointing out that the appoint- 
ments and promotions were within the competence of the Board, 
nevertheless regretted the action of lthe Corporation in having given 
retrospective effect to these appointments when the employees were 
not actually performing the duties of the post. The statement made 
by the Management that the officials were actually performing 
du.!es in a higher grade, however, could not be verified in audit. 

The General Manager stated that this was not the case for the 
e n t m  staff. In extenuation, he explained that the staff assessment 
botirds took a long time to review the cases and come to a final deci- 
sion, but the men who were actually working there from October 
onwards were more or less the men who were eventually selected 
for those posts. 

In this connection, the following extract from a letter dated 20th 
August, 1962 from Government of India to IAC was brought to the 
noT:rc o f  the Committee: 

"-Although ~t was pointed out that the reasons advanced by the 
management for ~ v i n g  retrospective effect to certain 
appointments when the employees had not actually per- 
formed the duties of the posts would not be acceptable 
to the audit and such a practice was likely to give rise 
to embarrassing precedents. Government note that the 
board has approved of tho arrangements. The appoint- 
ments and promotions referred to aye within the com- 
petence of the board and Government's approval is not 
required. Nonetheless, Government regret the action 
of :he Corporation in having given retrospective effect 
to these appointments wbotl the rmployecs were nr~t 
actually pcrformirrg the duties nf !hr posts" 

'I'ht. Sccrctary of :he Ministry explnincd that subscqutn'~ to the 
a h 7 c  communication, the IAC reported that. though not in nll cases, 
in  some cases pwple had betw jwrfnrn~in~ the dutirs of hiqher posts 
wlth rtbference to the earlier dntc. The General Manager of the 
Corpomtion whdc explaining the qradc system in the 1.qC stated 
that when a supervisor in Grade VTT was promoted tn Gmde IX, he 
did very nearly the same amount of work with a Iittle more respan- 
sibility and "it would not be very distinctly observed that he is per- 
form in^ the duties of thc higher post, but in fact he is." 

To a question whether, after the attention of the Corporation wms 
drawn to this irregularity, any 'action was taken to recover the ex- 



cess amount paid to the employees, the General Manager replied in  
the negative. The Committee, however, desired to receive further 
informetion in regard to the number of officials who were actually 
working in the lower grade but were given the pay and allowances 
of the higher grade. The witness promised to furnish this informa- 
tion later. The information is awaited. (March, 1964). 

While the Committee agree that the Corporation is competent to 
decide administrative questions of promotions etc., they are not happy 
about the decision to give retrospective effect to those appointments 
when the employees were not actually performing the duties attach- 
ed to the posts. The Committee hope that the Corporation will scru- 
pulously avoid such irregular procedures in future. 

Increase in overtime allowance. page 3, para. 7 ( 1 3 )  

21. The overtime allowance paid to the staff had been increasing 
considerably from year to year in almost all the departments of the 
Indian Airlines Corporation irrespective of the increase in the 
strength of the staff. The overtime payments in the past three years 
were: 

(Rs. in lakhs) 

The management had stated that every effort was being made to 
reduce the expenditure on overtime. 

The Committee desired to know the reasons for the increasr in 
the overtime allowance and the steps that were k i n g  taken by the 
Corporation to reduce this burden. The General Manager, IAC in- 
formed the Committee that the question of overtlrrie :.llowance 
which was rising every year had been engaging !.he Corporation's 
attention all the time and attempts were being made to control it 
whenever possible. The General Manager explamed, in  extenua- 
tion, that the Corporation had to maintain the flights all the 365 
days of the year irrespective of Sundays, holidays or evcvi days like 
the Republic Day. Hundreds of men were kept working even on 
these days. Another factor was the increase in the wages of workers 
resulting in corresponding rise in overtime allowance. Sometimes 
the overtime will be 50 per cent or  more as it was calculalcd on the 
basis of the wages earned by an individual. With R view to assess- 
ing the problem more realistically, it was now proposed to break up 
the figure under this head-(i) relating to work done on Sundays 
and holidays and (ii) overtime as such. 



To a suggestion that the holidays may be staggered, the General 
Manager stated that the full complement had to be kept on holidays 
as well as working days. Sometimes a substitute off-day was given, 
but i t  was not possible to do so in all cases. With regard to the 
category of persons who were entitled to get overtime allowance, 
it was stated that the category included those persons who had to 
d o  field work, ie., line crew, engineering staff, junior officers upto a 
certain grade and other general employees etc. 

It was further added as another reason for the increase of over- 
time allowance, that the scale of operations had also increased consi- 
derably. 

It was pointed out that with the increase in the staff, the over- 
time problem should have been solved. The General Manager ex- 
plained that for experimental routes it was not wise to recruit men 
on permanent basis and that after 1960-61 staff assessment based on 
entire activities of the Corporation had not been made. When asked 
how the overtime allowance paid by IAC compared with that paid 
by the Railways, the General Manager stated that the substantial 
part of the overtime allowance paid by IAC was to the flying crew 
which were not comparable with any other service. Out of Rs. 64.14 
lakhs paid in 1962-63 about I2 lakhs were given to pilots. These pay- 
ments were governed by the Factories Act and the Payment of Wages 
Act. The Commjttee desired to be furnished with a statement 
showing ( i )  the number of persons, category-wise, recruited during 
the years 1960-61. 1961-62 and 1962-63; (ii) the amount of overtime 
allowance paid to the staff. category-wise. during the pcrind referred 
to at ( i )  above. separately for Sundays and other Holidays as also 
normal working days; (iii) comparative figures showing increase in 
the load of ~vork. The witness promised to furnish the informa- 
tion later. The information is still awaited. (March. 1964i. 

In the absence of the information asked for by the Committee. 
they are unable to appreciate the increase in payment of overtime 
allowance when the staff strength was also increasing. The Com- 
mittee would Like the Corporation to analyse carefully the variou 
factors that have caused the increase in overtime allowance and take 
steps to reduce the same. The Committee would Like to watch the 
outcome. 

AUDIT REPORT ON THE ACCOUNTS OF IAC FOR THE YEAR 1961-62 

Er-gratia pagrnent a! Rs. 33.337 to a Radio Oficet who left service ut 
his own request, page 1, para 3. 

22. In pursuance of its policy of progressively entrusting all Air! 
Ground Radio Communication duties to Pilots, the Corporation en- 
tered into an agreement on 23rd November, 1961 with the All India 



Radio Officers Association, which provided that as and when the. 
pilot Operated R/T was introduced, the Radio Oficers rendered 
ourplus would be absorbed in permanent alternative employment in 
the Corporation and in case the services of a Radio Officer were to, 
be. terminated or a Radio Officer opted to leave service either as a 
result of being declared redundant or by reason or having been 
passed over in order of seniority for appointment to a ground job, 
the Radio ORicer would be paid compensation in lieu of the loss of 
service. The Pilot Operated R/T had not been introduced in the 
Indian Airlines Corporation so far. But a Radio Officer who left 
service on 1st January, 1962 at his own request had hcen paid -1 

retrenchment compensation of Rs. 33,337. The Corporation haa 
stated that the Radio Officer was granted compensation in accord- 
ance with the provisions of the scheme and permitted to retire 
owing to compelling domestic reasons, which necessitated the offi- 
cer's early departure from the country, and that there was no 
ground job available against which he could have been absorbed. 
Since the scheme of Pilot Operated R!T had not vet been imple- 
mented none of the conditions stipulated in the agreement for pay- 
ment of retrenchment compensation were fulfilled. The payment of 
Rs. 33,337 was, threfore, ex-gratia. 

The Committee desired to know why such a payment w5.-.< mark 
when the Radio Officer left the service at his own request. The 
General Manager, IAC stated that the Corporation had er7:ered ln tn  
an agreement with the All India Radio Officers Association on t h r  
23rd November. 1961 that whenever the modern pilot opa:bted RT 
System was introduced, the Radio Officers (who were 110) wou1.i bc 
kept on ground duty. If all of them were to be kept on qrcund r'u!y 
that would have created many problems. To avoid that situation. 
an alternative proposal was made to them that in case no  grt In 1 
jobs could be found, a certain amount of compensation would \ : r .  

given to them. The Secretary of the Ministry added that this a p e r * -  
ment was approved by the Board but the implementation was left 
to the management. In the present case the management took 
various factors into consideration besides the agreement t.e., 15 
years service, last pay drawn-&. 1,400 to 1,450 etc., and the rom- 
pensation was paid accordingly. The Committee enquired whether 
it was a fact that the agreement in question was to come into force 
only with the introduction of the Pilot operated R.T. Scheme which 
had not been introduced till 1st February, 1964. The General 
Manager replied in the affirmative. He further added that the said 
agreement was entered into on 23rd November, 1W1 and on the same 
date there was a proposal to withdraw the Radio Officers from the 
Fokker Friendship Air-crafts; but the pilots who operated the air- 



27 
crafts insisted that they would-like to keep Radio Officers till they 
got accustomed to operating the RT system themselves. 

Since the General Manager accepted that (i) the agreement en- 
bred into with the A.I.R.O.A. was to come into force only with the 
introduction of the Pilot operated RT Scheme and (ii) that the BT 
Scheme itself had not been introduced till the 1st of February, 1964, 
the Committee are of the view that the ex-gratia payment of 
Rs. 33,337 to the Radio Officer who left service on the 1st January, 
1962 at his own request, was not warranted. 

In this connection the Committee would like to refer to the deci- 
sion of the Government of India, Ministry of Finance (Department of 
Co-ordination) contained in their D.O. No. 837-SCDN/63, dated 18th 
November, 1963 regarding directions to be given by the Government 
to their representatives on the Boards of Directors of public under- 
takings. The Committee feel that the Government rcpresen tatives 
should look into such financial irregularities of the Corporation and 
report them promptly to Government. 

Revision of pay scales of offzers, page 2, para 5. 

23. The pay scale of Rs. 2,000-125-2.250 for grade 19 officers had 
been replaced by a fixed salary of Rs. 2,250 per month with effect 
from 1st April, 1960. However. in order to prevent stagnation on a 
pay of Rs. 2.250 for a long time, it was decided with the approval 
of the Board and Government of India that officers in grade 19 who 
rendered satisfactory service in that grade for four ?-ears might bc 
given a fixed pay of Rs. 2,500 per month. 

The intention of giving a fixed pay of Rs. 2,500 per monln was to 
prevent stagnation to those who had rendered satisfactory senvice 
on a pay of Rs. 2,250 per month for four years. The Corporation had, 
however, counted the entire service including the service rendered 
in the old scale of grade 19 (2.000-125-3.2.50) for the payment of 
Axed pay of Rs. 2,500 per month. This had resulted in overpayment 
of Rs. 18,000 approximately upto 31st March, 1962. 

The Corporation had since decided that the pay of the officers who 
had been allowed to draw Rs. 2,500 before rendering four years ser- 
vice on a pay of Rs. 2,250 should be refixed a t  Rs. 2,250. No recovery 
of the excess payment already made in this regard was, however, 
contemplated. 

The Committee enquired about the circumstances under which 
the wrong fixation of pay was made and why the recovery of the 
amount overpaid had been waived. The General Manager, IAC' 



stated that the resolution of the Board, duly agreed to by the Gov- 
.ernrnent, had not been correctly interpreted by the management. 
The decision was that an officer who had put in four year's service 
in the maximum of the a a d e  i.e., Rs. 2,250, should be given Rs. 2,500, 
while the management interpreted it to mean that an officer who had 
put in four years' satisfactory service in rthe grade (Heads of De- 
partment-there were four or five persons in this Grade) should be 
givels the revised pay of Rs. 2,500. The Secretary of the Ministry 
stated that this was a case of misinterpretation of the four-year rule. 
This was clrrrified by Government on 16th August, 1962 on a refer- 
ence from Audit. The Committee desired to know (i) whether the 
question of misinterpretation of the four years rule as classified by 
Government on 16th August 1962 and (ii) the question of recovering 
excess payments were considered by the Board. The General Mana- 
ger informed the Committee that the Government of India had in- 
formed the IAC on the 16th August, 1962, that the four year rule had 
not been correctly interpreted. This communication was considered 
by the Board of Directors of the IAC and the Board inter-alia resolv- 
ed that no recovery on account of excess payment should be made. 
The Committee. desired to be furnished with a copy of the Board's 
Resolution to this effect. 

The Committee are sorry to note that there was misinterpretation 
of a simple 'four year rule' resulting in over payments to the tune of 
Bs. 18,000. In the absence of a copy of the Board's Resolution to 
the effect that the excess payments that had been made need not,be 
recovered, the Committee are not in a position to appreciate the 
circumstances under which this decision 9 taken. The Committee 
were informed by the Secretary of the Ministry of Transport that 
the Corporation had not come to Government for a formal sanction 
to waive recovery of excess payment. The Committee would like 
Government to examine whether there is any justification for wair- 
'ing recovery of excess payments. 

Physical verification of Stores, page 2, para 6 ( i i i )  

24. According to the Air Corporation Rules, 1954 a physical veri- 
fication of stores, ,tools and plants was required to be made by an 
ofacer who was not the custodian thereof. As the physical veridca- 
tion of stores and other assets every year was found inconvenient 
the Air Corporations rules were amended to allow the physical 
verification in such a way that every item of stores, tools and plants 
was verified at least once in two years. The Arst biennial verifica- 
tion was due in 1960-42 but as on 31st March, 1962 the work of 



verification was not completed. Hence the excesses/shortages of 
stock had not been completely brought into account. The results 
of physical verification together with the orders of the Corpora- 
tion for any shortages and excesses of stores and tools and plants 
had not also been communicated to the Comptroller and Auditor- 
General of India, as required in rule $ of the Air Corporations Rules, 
1954. 

The Committee enquired whether the physical verification was 
being conducted now even on a biennial basis. The General Manager, 
IAC stated that the biennial stock verification due for 196042  had 
since been completed. He added that the IAC had a separate inter- 
nal audit department with ,stock verifiers whose job was to verify 
stores day in and day out; but the volume of work involved was 
very heavy. There were on the whole about 200,000 items or more 
of stores in various areas, and they went on charging from area to 
area and from hanger to hanger. I t  was, however, felt that by 
appointing another 20 or 25 persons to the team of stock verifiers the 
inspection work would be carried out properly and regularly, and a 
complete cycle maintained. 

The Committee would like the Corporation to ensure that the 
stock verification is carried out regularly as per the schedule that has 
been laid down. 

AUDIT REPORT ON THE ACCOUNTS OF THE IAC FOR THE YEAR 1962-63 

Short recovery of Rs. 13,530 i n  respect of Kabul Charters, page 2, 
para 7. 

25. The Corporation had prescribed minimum charges for various 
types of aircraft chartered for carrying cargo between Delhi and 
Kabul, calculated on the basis of standard outward and inward pap- 
load. In case the load carried the standard payload, an addition61 
charge of 75 nP. per lb. in each direction was levied. In many cases 
no additional charge; had been recovered from the charter parties 
although the ~ a y l o a d  carried was in excess of the standard payload. 
This resulted in a short recovery of Rs. 13,530 during the period 11th 
February, 1962 to 7th May, 1962. 

The Committee enquired why the prescribed recoveries were 
not made from the charter parties. Explaining the circumstances 
under which the short recovery of Rs. 13,530 was made, the Genera! 
Manager stated that the charters had to be undertaken in a great 
2447 (Aii) L.S.--4. 



rush and it was not considered desirable to detain the aeroplanes 
just to check up the actual weight in advance. He added that had 
it been done a second flight to Kabul would not have been possible. 
By making a second flight to Kabul, the IAC earned much more 
though a little bit of excess load that the aircraft may have carried 
was overlooked. With regard to fixation of responsibility the Gene- 
ral Manager stated that these Charter flights were being handled 
by about a dozen officers at various times. According to the witness 
this little loss to the Corporation was incurred against the charter 
earning of Rs. 29.75 lakhs, made during, this short period. It was 
also stated that efforts were. however, being made to recover the 
amount from the charter parties. 

The Committee would like to be informed of the results of the 
efforts made to recover the amounts due (Rs. 13,530) from the , 
charter parties. 



J GOVERNMENT COMPANIES 
26. There were 46 Government Companies with two Subsidiary 

Companies as on 31st March, 1962, under the administrative control 
of 10 Ministries. 

1 
During the year 1961-62, the paid-up capital of these Companies 

increased from Rs. 536.94 crores to Rs. 614.97, crores and loan from 
Rs. 372.28 crores to Rs. 45941 crores. After taking into considera- 
tion the free Reserves, the total capital actually employed increased 
from Rs. 920.43 crores to Rs. 1090.75 crores. 

/ 

The net result of operation of all these Companies shows a loss 
of Rs. 10.60 crores during this year, as compared to the profit of 
Rs. 6.34 crores during 1960-61. This position is mainly due to the 
loss sustained by Hindustan Steel Limited during 1961-62. During 
this year, this company made an adjustment of arrears of deprecia- 
tion to the extent of Rs. 17.82 crores not provided for in the previous 
years. 

27. The break-up of the paid-up capital of these Companies ac- 
cording to the investments made by the Central Government, State 
Governments and Private parties as on 31st March, 1962 was as 
under: I 

Rid-up capital (Rs. in thousands) 
-- - . 

Centre State Private Total 
partles 

(a) Cornpavics fully owned and 
mnna~cd  by Central Gin- 
crnrncnt (excluding subsl- 
diaries) . . 3.4 57YS~36 

(b) Companies jointly ow~led by 
Central Govcrnmcnr and 
State ~overl l rncr~ts  . . J 2.1.7S,g2 1 ,W,oS . . 22.:3,00 

(c) Companie: jointly owlcd by 
Central Cnvernrncnt i\od 
private parties J 244.14 . . 47.11 ',gr,:5 

(d) C~mpanies  jointly owncd by 
(xntral Ciovcrnnlrrit , Sliltc 
Govcrnmenrs and privnrc 
parties . 4 6.9<.79 2,51.63 99,6.4 10.50.06 

'I'OTAX. . 46 hoc )~a l41  4 4 5 7 1  1.46,3 6 1 ~ 9 , 6 S :  



(III) HINDUSTAN STEEL LIMITED 

Audit Report (Commercial), 1963-Para VI, pages 24-37 General 

28. The Hindustan Steel Limited, a Government Company, w a d  
registered on 19th January, 1954 with an authorised capital of 
Rs. 100 crores, for the construction and management of the Rourkela 
Steel Project. On March 31,, 1962, the authorised and paid-up capital 
of the Company were Rs. 600 crores and Rs. 300 crores, respectively. 
The paid-up capital includes shares of the value of Rs. 53-83 crores 
allotted to the Government of India otherwise than in cash, for the 
transfer of assets of Bhilai and Durgapur Projects which were aiso 
taken up by the Company from 1st April, 1957. 

Loans advanced by the Government of India to the Hindustan Steel 
Ltd.-para 1.01, page 24 

1x1 addition to share-capital, the Government of India have from 
time to time advanced uxl_secured loans to the Company amounting 
to Rs. 357.1 crores upto 31st March, 1962. In August, 1960 all these 
loans were consolidated into one loan as from 1st April, 1962 and 
allowed a currency of 20 years with interest at 5 per cent per annum 
from that date, the earlier period being treated as interest-free. 

According to the general principles laid down by the Government 
of India in June, 1961, the currency of the loans advanced to Central 
Government Undertakings should not exceed 15 years (of which 
not more than 5 years may be treated as interest-free) and the rate 
of interest is fixed at 6 ?er cent per annum. T h ~ s  Company has, 
however, derived the benefit of an "interest holiday" for 7 years 
instead of 5 years. After 1st April, 1962, the yearly benefit on 
account of concessional rate of interest on total loans amounting to 
Rs. 357.1 crores will be Rs. 3.57 crores per annum approximately. 

Regarding the loans advanced to the Hindustan Steel Limited by 
the Government of India and the benefit derived by the Company 
on account of concessional rate of interest, the Secretary, Department 
of Iron and Steel stated in evidence that of all the Government 
Companies, the Hindustan Steel Limited stood on a different foot- 
ing. The Company was to be treated in a category by itself because 
of its size and the amount invested in the Companv. It would not 
be fair to impose standard period of loans and the standard rate of 
interest in respect of the Hindustan Steel Limited. He further 
stated that in a Steel Company the gestation period was a little 
longer than in respect of other t p e s  of Companies, and that the 
decision to allow 20 years currency for the loan instead of the normal 
15 years had the sanction of the Ministry of Finance. 



The Committee were further informed during evidence that at  
the time when the loan was advanced there was no uniform pro- 
cedure and ad hoc decisions used to be taken. The Government 
took a decision about the loan to Hindustan Steel Limited on certain 
principles in 1960. The general principles laid down in June, 1951 
regarding the currency of loan and rate of interest were different 
from those laid down in 1960. These general principles were not 
made applicable retrospectively to Hindustan Steel Ltd. 

The Committee are of the view, that for future in such eases a 
procedure should be laid down that any earlier ad hoc decision 
should be specifically reviewed on the basis of the general policy 
that might be laid &own later. 

Project estimates-para 2, page 24 

29. The estimated cost of each Steel Project as given in the Pro- 
ject Reports concerned was revised from time to time. Details of 
the original estimates and the latest revised estimates (1963) are 
given below: 

(Rs. in mom) 

Originol Revised Difference 
estimate estimates (Increase) 

1963 

A. Rorrkela 

Steel Plant Proper . I 28 177.87 
Toynship and other ~ncil io-  

rrcs . . . 46.53 
Escalation and br her items ' . . 128 8-80 233'20 10y20 

Stccl Plant Propcr 115 151'31 
Township and other hc i l lk  

rics . . . 31-90 . Escalation and bthcr ;terns' . . 1x5 16.04 205-25 90.25 -- 
C. Bhilai 

Steel Plmt Proper . I 10 150.01 
Township and other Andlla- 

ries . . . 52'33 
Esdrrtion and &her items ' . . 110 ao2.34 92'.U --- 

GRAND TOTAL . 353 &lo-79 287'79 



34 
all the three projects together, it will be seen that the 

latest estimates have gone up by Rs. 287.79 crores. This increase 
includes Rs. 161.60 crores for ancillaries and other items not pro- 
vided for in the original estimates. The balance of Rs. 126.19 crores 
works out to 36 per cent of the original estimates. 

Steel Pl.ants Proper 

I' The original and revised estimates together with the actuals upto 
31st March, 1962 for the Steel Plants proper are given below: 

Unit 
Original Revised Revised Revised Actual 

Estimates Estimates Estimates Estimates cost upto 
1957 1961 1963 31-3-1962 

The increase in foreign exchange elements for the steel plants 
proper is as shown below: 

'Ks. i n  crores) 

Unit 
Original 'Kevwd Kcv~sctl Actual up- 
Entimate\ Estimates Bstimatth t o  

1957 1961 31-3-1962 

Durgapur . . 72.00 86.06 90.86 92.46 

TOTAL . . 228.50 286.06 297.77 298'73 



Township and Other Ancillaries 
The original estimated expenditure on the township and other 

ancillaries, the revised estimates and the actuals thereon as on 31st 
March, 1962 are as follows: 

(Rs. in crores) 

Projects 
Original Actual as 
Estimates Revised Estimates on 

Rourkela . 43.85 43.47. 46.53 40'92 
Bhilai . . 47.65 57.91 52.33 58.96 
Durgapur . 27.86 27-69. 37.90 18-60 

TOTAL . 119.36 12g.07 136-76 118-48 
-- 

..'Township and ancillaries thus amount to more than 20 per cent 
of the total cost of the Project. The largest expenditure on these 
items both in absolute terms and as a percentage of total cost is in 
Bhilai. 

Escalation 
The position of estimated escalations and actuals as on 31st March, 

1962 is indicated below in the case of Rourkela and Durgapur plants: 
(In crores of Rs.) 

--- -- 
Estimate Estimate Actual~ 
1961 19'53 

Rourkeia . 5 ' 4  6 .09  5 . 7 6  
Durgapur . . 12.04 12.04 6.89 

In reply to a question regarding the enormous increase in the esti- 
mate of expendit& for the three Steel Projects (original Rs. 353 
crores, 1963 revised estimates Rs. 640.79 crores) the Secretary. De- 
par:mcnt of Iron and Steel stated in evidence that the increase was 
due to the inclusion of expenditure regarding ancillaries and other 
items which was not provided in the original estimates. The earlier 
estimate of Rs. 353 crores was a tentative one as the full details were 
not worked out at that time. The revised estimates made in 1961 
were for thrcc plants excluding the township and the ancillaries like 
mines, ctc. Thc rstmates were divided into two parts viz., (1) esti- 
mates for t he  main plants. and (2) estimates for the township and 
ancillaries. 

*-- ---- - 
'Net after takmg into account certain recoveries. 



The Committee enquired as to why the expenditure in respect of 
ancillaries and other items were not included in the original esti- 
mates. The Secretary, Department of Iron and Steel stated that the 
original estimate was only an abstract estimate for the purpose of 
plant provision and only plant figures were given. It was specifically 
mentioned that figures for ancillaries had not been included. When 
the Committee asked about the reasons for the increase in the foreign 
exchange element (from Rs. 22850 crores in the original estimate 
to Rs. 310.36 crores in 1963), the Secretary, Department of Iron and 
Steel stated that during the course of the construction. 

(i) some more specialists were entertained or employed; 
(ii) to some extent the scope of supplies was enlarged; 
(iii) consultant's fees were paid; and 
(iv) escalation was larger than anticipated. 

Regarding the excess of expenditure in respect of township and 
other ancillaries in Bhilai, the Secretary, Department of Iron and 
Steel stated that owing to some misclassification of expenditure, the 
expenditure which ought to have been put on the steel plant side was 
wrongly shown on the ancillaries side. After the correction was made 
the correct figure for Bhilai was Rs. 51.05 crores upto 30th November, 
1963. Similarly in Durgapur there was some misclassification of 
expenditure. After the correction was made, the correct figure of 
expenditure on this account for Durgapur was Rs. 36-40 crores upto 
30th November, 1963. 

The Committee feel unhappy that such misclassification of expen- 
ditures should have occurred in the cases of Bhilai and Durgapur. 
They hope that saitable measures will be taken by the management 
to avoid such miscldcat ions  of expenditure in future. 

30. Begarding the increase in foreign exchange components for 
Bhilai (from the revised estimate of Rs. 85460 crores in 1961 to the 
actual expenditure of Rs. 9133 crores upto 31st March, 1962 and 
B. 97'98 c m m  apto 31& March 1363) it was dated In evidence by 
tbe representative of the Hindustan Steel Limited, that the estimate 
o! Rs. 85-60 mores did not include the estimate of foreign exchange 
an certain items viz., 

1. Salaries to the Soviet experts; 
2. Consul tan t's fee; 
3. Iacidental charges on U.S.S.R. Stow.  



The Committee are surprised to learn that these important factors 
were lost sight of despite twr, earlier upward revisions of original 
estimates, first in 1957 and again in 1961. This indicates that snfficient 
care is not being taken at the time of framing the estimates. The 
Committee would like Government to issue suitable instructions to 
all the Public Sector Undertakings to ensure that the estimates be 
prepared more realistically and such important factors are not 
omitted from the estimates. 

31. The Committee enquired about the proportion of expendi- 
ture on townships and ancillaries to the total cost of the project. 
The Secretary, Department of Iron and Steel, stated that the ergen- 
diture on townships was of the order of Rs. 10 to Rs. 15 crores in 
each of the new towns viz., Bhilai, Durgapur and Rourkela. But 
ancillaries varied from plant to plant. In Bhilai there was iron 
ore mine and lime stone mines owned by the Bhilai plant itself. 
In Durgapur there was no iron ore mine. The expenditure on mines 
and things like that were different between the two plants. He 
urged that the items under "ancillaries" varied from plant to plant, 
and therefore the expenditure on this account was not strictly com- 
parable. 

As regards the proportion spent over townships, the Secretary, 
Department of Iron and Steel, stated that in Durgapur, the total 
ancillaries amounted to Rs. 38 crores. The township was Rs. 17.3 
crores and the rest w s  consultant's fees, customs duties, water 
works and miscellaneous. In Bhilai, the total ancillaries were 
around Rs. 52 crores. The expenditure on township was Rs. 15 
crores, mines and quarries Rs. 15 crores, miscellaneous Rs. 10 crores, 
Consultants' fees Rs. 2? crores, Customs Duties Rs. 7k crores. In 
Rourkela, the total ancillaries were Rs. 46 crores. ( ~ h ~ e x p e n d i t u r e  
on townships was Rs. 14 crores. Mines and quarries Rs. 14 crores. 
custyms duties Rs. 9 crores, Consultants' fees Rs. 3! crores.) 

h e  Committee consider it strange that such an important item 
like the expenditure on townships and ancillaries was not provided 
in the original estimates for projects of such magnitude. The Com- 
mittee were informed that the expenditure on townships was Rs. 14 
c r o w  in Rourkela; Rs. 15 crores in Bhilai and Rs. 17 crores in Durga- 
pur and explained that the difficulty was that the Company had to 
put up townships in two or three years. The Committee desire the 
Government to examine whether the expenditutc on townships is 
not tather disproportionate to the total outlay ol the projects. They 
would like Government to consider the feasibility of laying down 
a suitable ceiling of the proportion of expenditurc on townships ta 
the total outlay of the prdect. 



JThe Committee do appreciate that in a project of this magnitud. 
undertaken for the first time with foreign collaboration, the possibi- 
lity of an upward revision of the original estimates cannot altogether 
be avoided as some new Sactors which could not be foreseen at  the 
time of framing the initial estimates are bound to crop up because of 
inexperience. *All the same, they consider that a variation of 36 per 
cent between the original estimates of Rs. 353 crores and the revised 
estimates in 1963 of Rs. 47999 crores in respect of three s t a d  plants 
proper (against which the actual expenditure upon 31st March, 1962 
was Rs. 474.74 cmres) is very much on the high side. Now that the 
three steel plants have gone into full production, the Committee sug- 
gest that Government should undertake a detailed study of the vari- 
ous factors that have led to such an abnormal increase in expenditure 
against the original estimates in case of each steel plant. T-he Com- 
mittee have no doubt that such a detailed analysis made after a care- 
fid and objective study would serve as a useful guide whenever large 
projects are undertaken in the public sector, and will assist in avoid- 
ing similar pitfalls. 

" Delay in Erection-para 3, page 26 

32. There has been considerable delay in the dates of completion 
of erection of the various units of the plans as compared with the 
scheduled dates given in the Project Reports. A few notable instan- 
ces are given below: 

Units 
Scheduled Date of Delay 
date of actual 
completion completion 

Rourklea 
Plate .\Iilj . . 1-5-1959 25-6-1963 14 months 

Cold Rolling Mill 
Unit I . 1-1-1960 20-4-1$1 15) months 
Unit I1 . . I-3-1960 1 7 - 1 1  r~ fmon ths  
Unit I11 . 1-3-1ySo 31-8-1961 18 months 

B hilai 

Blast Furnace I11 . . Nov. 1959 28-12-1960 12 months 

The Committee asked about the reasons for tho delay in comple- 
tion of erection of the various units of the plants as compared with 
the scheduled dates and the extent to which such delays contribut- 
ed in increasing the cost of erection of the plants, the representative 



of the Hindustan Steel Limited ascribed the delay to the following 
reasons in the case of Rourkela: 

(1) There was delay in the preparation of the ground; 
(2) In the civil engineering works two difficulties arose. One 

was that the estimated quantities originally made were 
inadequate and secondly there was some delay in getting 
the detailed drawings from Germany; and 

(3) Labour strike in 1958 in Calcutta Docks. Though the strike 
lasted only 4 weeks, it caused great difficulties because 
certain equipment which had arrived was dumped there 
and over that was dumped other equipment which was 
to be used much later. So, in sorting out what was first 
required, considerable time was lost. 

In the case of Bhilai, the delay in the erection of one blast furnace 
was entirely due to the delay in the supply of equipment by Russians. 

regards the increase in the cost of erection owing to these 
delays the representative of the Hindustan Steel Ltd. stated that the 
increase in the cost of erection was not very considerable. 

The representative of the Hindustan Steel Ltd. promised to 
furnish a statement on the following points regarding the delay in 
the dates of completion of the erection of the various units of the 
plant at Rourkela: 

(a) d e n  were the drawings actually received from the 
German firm? 

(b) when did the Hindustan Steel L t b  ask the German firm 
for the supply of drawings and whether the h n  was 
informed at that time that the delay in the supply of 
drawings would affect the completion of civil engineering 
work within the scheduled time? 

(c) when did the civil engineering work actually commence 
after the receipt of the drawings? 

The Committee regret to note that the information on the above 
points is still awaited. This should be expedited. 

In view of the fact that each delay in big projects, has a conse- 
quent effect on other units, the Committee would Like the Govern- 
ment to keep a strict m t c h  over timely completion so that such d o  
lays are avoided as far as possible. 

Delag Notice Served ml the Contracto.rs--Para 3' 02, page 26 
33. Under clause 43 of the contract with ISCON in Durgapur, 

the contractor is required to secure completion of the works by the 



dates stated in the programme of works subject to fulfilment of cer- 
tain canditions laid down in this clause. If any delay is attributable 
to the contractors, they are liable to pay under clause 44 of the 
contract a penalty not exceeding 3 per cent of the value of such 
portion. The first stage, though due for completion on 31st October, 
1959, was not actually completed by that date. A delay notice was 
served on the contractors on 25th November, 1959. Similarly, there 
was a delay in completion of the second stage due to be completed 
on 30th April, 1960 also. A formal notice was served here also on 
10th July, 1960. The delay notices in these two cases were not 
accepted by the contractors and they alleged that these delays had 
been caused through no fault of theirs and that they had notified 
all such cases to the consultants. Upto 31st March, 1962 the matter 
had not been settled. 

It was stated in evidence, by the representative of the Hindustan 
Steel Ltd. that the question of payment of penalty by the contractors 
for the delay had not yet been settled. Delay notice under clause 
44 of the contract had been served on the contractrrs who had not 
accepted the notice. The consultants--1.C.C. had said that causes 
of delays were contributed by both the sides and therefore there 
would be no use asking for damages. Even then the notices were 
served on the contractors and the matter was under negotiation. It 
was stated that negotiations were to be held for settling claims 
of Rs. 276 lakhs against the contractors within a month or so. Some 
claims (Rs. 171 lakhs) against the Hindustan Steel Limited had 
also been made by the contractors for technical surveys of the work 
done. The witness further added that if the matter was not settled, 
it would have to be referred to arbitration. 

The Committee were given to understand that a Negotiation 
Committee was instituted in August, 1962 for settling the contractual 
issues. The Negotiation Committee with the General Manager, 
Durgapur, as the Hindustan Steel Limited's representative had, how- 
ever, not made much progress due to the reported non-cooperation 
of M/s ISCON. Apart from this, the Committee were also told in 
the mmse of evidence that the contractors were adopting delaying 
tae tics. The Committee are perturbed over these dtsciosures. 
Thl Committee desire that tbe Ministry and the Hindustan Steel 
Ltd. should take Y UI t able measures to overcome thc non-co-opera tion 
of the contractors and take necessary st- to realise the penalty. 
Tbe Committee would Wre to be apprised of the Anal outcome of the 
negotiation. 



Delay in Commissioning-para 4, page 27 

34. In the case of Rourkela, the Coke Oven No. I11 (value- 
Rs. 277.3 lakhs) although completed in October, 1959, was commis- 
sioned only on 14th August, 1962. The Potash Plant (Rs. 89.37 
lakhs) was completed in August, 1960. This plant has not yet been 
(31st March, 1962) commissioned. Commissioning of various other 
units in the three steel plants have also been delayed beyond the 
due dates. In the case of Rourkela, such delays extended upto 37 
months, in the case of Bhilai upto 14 months and in the case of 
Durgapur 14 months. 

The management had given the following reasons to Audit f w  
the delay in the commissioning of the various units: 

Rourkela-The delay in the completion of civil engineering 
works. site formation works and labour strik2s. 

BiriIai-Due to non-receipt of equipment and other materials at 
site as originally planned and scarcity of raw materials due to non- 
availability of wagons. 

Du~gapur-Due to shortages in raw materials and defects on 
ancillary units, etc. 

The representative of the Hindustan Steel Lid. esplalhed in 
evidence that the third coke battery would have been required only 
when the whole plant was to be in operation and that the com2le- 
tion of the last part of the plant i.e., the rolling mills, took place 
only in 1962. 

In reply to a question, the Secretary, Department of Iron and 
Stcel and the representative of Hindustan Steel Ltd. admitted that 
the ansder  given by the management to Audit as included in the 
audit para on delay in commissioning was incorrect. The Commit- 
tee, therefore, desired to be furnished with a noic giving the actual 
reasons for the delay in commissioning of Cokc Oven No. III and 
the Potash Plant a t  Rourkela 

The Conunittee regret that the information is still awaited on tbe 
above point. The Conunittee would like to empl~nsist?: that the Min- 
istries/Departments should furnish correct information to Audit 
based on indisputable facts. 

Targets and Actual Achie~*emen ts-pata 5 ,  pages 27-29. 

35. The production achieved by each Steel Plant in respcct of 
the main products, v k ,  pig iron and steel with respect to rated 
capacity and budgettd and actual production is given below: 



(in lakhs of tons) --- -- -- 
Rated Budgeted Actual Shortfall Percentage 

capaclty p e u c -  prqduc- in  per- of cols. 
Main Products Year as per uon tlon centage 5 to q 

project (Cols. 5 
report to 3) 

/ 
Pig Iron 

Rolling Mills : 

Blo0mir.g 1 
Pnd 

Slabbing Mill 1 
Plrip Mill 

State Mill 

1960-61 6.30 (for . . 4.12 34'59% 
2 Furna- 
ces) 

1961-62 7 09 (for 6.25 4'57 35*55?b 73'11% 
3 Furna- 
ces) 

1960-61 0 . H .  2.42 0.84 65.01~4, 
L.D. 7.50 . . 1.28 83.046 

1961-62 O.H. 2.50 5.04 1'44 42.69" 70.63qb 
L.D. 7.50 (both for 2.12 71.7% 

0. H. 
& L.D.) 

Pipe Mill . 1960-61 0.35 . . 0.03 91 

The foregoing table would indicate that in spite of the fact that 
Rourkela went into production in April, 1959, the total production 
during 1961-62 was 3.56 lakh tons of steel or 35.6 pcr cent of the 
rated capacity of 10 lakh tons and 70.6 per cent of budgeted pro- 
duction of 5.04 lakh tons. 

The shortfall in production has been attributed to poor off-take 
by succeeding units, major breakdown in Blast Furnace Blooming 



Mill, short supply of input product, power and wagons in the Plate 
Mill, Cold Rolling Mill and Pjpe Plant. 

DURGAPUR 
(In lakhs of tons) 

Rated. Budgeted Actual Shortfall Percept- 
capaclty pr@uc- produc- in per- age of col. 

Main Products Ycar as per tlon tion antage 5 to 4 
project (Col. 5 to 

-- report 31 

P k  Iron ' . 1 9 0 - 6 1  4 . 8 6  4 '  10 3 . 8 9  1 9 . 9 %  94'87% 
1961-62 8 . 3 3  7'45 7 . 2 8  12.69; 97'72% 

Steel . . 1960-61 . . 1 . 6 6  1 . 6 9  . . 1 0 1 . 8 1 %  
1961-62 8 - 9 6  4 ' 9 0  4 . 6 2  48.4O; 94.2gy0 

Rolling Mill  : 

Blooms & Slabs . 1960-61 . . . . 1 . 4 2  . . . . 
1961-62 9 . 8 0  4 5 0  4 . 2 6  56.51,  9 4 6 7 ? &  

Biilcts (~nclusivc 
of sleeper bars) 1 9 6 ~ - 6 1  . . . . 1.20 . . . . 

1961-62 5 . 9 2  3 . 6 2  3 . 0 1  42.07; S3.1596 ---- - - 
Here again it would appear that the factory has been able to 

achieve in 1961-62 only 52 per cent of the rated production of steel 
while the budgeted production was fixed at 54.6 per cent of the rated 
production. 

BHILAI 

The following table will indicate the production achieved by the 
Project: - 

{In lakhs of tom? - - .- ---- - -. -- 
Karcd, Budgeted Actual Short fall Prrccr:tagc 
capscuy pr+uc- produc- in per- of col. 5 

Main Products Ycar a< per t ~ u n  rlun centrgc to 4 
project (Ccrl. 5 to 
rrporr 3)  - ..---~ ....- --. -----.-. ..- ---.--------- - 

I 2 3 4 5 6 " ---- ------- -----L- - - 
Stecl (Ir!gots) . 1960-61 

1961-62 

Rail< and i k a v y  
S ~ N C ~ U ~ I I ~ S  . 1960-61 

1961-62 
Merchant Mill . 1 ~ 6 0 - 6 1  

1*1-fS2 



The Bhilai Project was able to achieve only 79 per cent of the 
rated capacity in steel production in 1961-62. The targets for the 
year for certain steel products have also been fixed at a low figure 
as compared with the rated capacity although the project had s t ~ r t -  
ed production by 1960-61. 

Explaining the reasons for the shortfall in production at Rourkola 
which was attributed to poor off-take by units, major breakdown 
in Blast furnace, Blooming Mill, and short supply of product, power 
and wagons, the Secretary, Department of Iron and Steel admitted 
in the course of evidence that the production in Rourkela ha? come 
up iather slowly and a longer time was takcn t o  achieve fuil plo- 
duction. The representative of thc Hindustan Steel Ltd. a d d ~ d  that 

I the shortfall in production was due to more than one break down. 
non-availability of coal and iron ore of the qunlits cnvisagrld in  the 
project Reports, shortage of experienced personriel end difficulties 
of transport. 

i 
The Committee feel that at  least some of the difficulties mention- 

ed in achieving full production are not of such a natrlre as coultl not 
have been overcome with better co-ordination with the Departm~nt 
of Mines and Fuel and the Ministry of Railways. As regards slrort- 
age of experienced personnel, the Committee would suggest the 
introduction of a suitable course of intensive training for the work- 
ing personnel by rotation, so that within a reaso!~;lltle period of time, 
a number of well trained persons may be avaiiablc. The Committee 
hope that the requirement of technical personnel for the fourth Five 
Year Plan will be kept fully in view while chaking out the t.raining 
programme. 

36. As regards the difference in actual produc:ion to budgetcd 
production in the various plants with parkicular reference to 
Rourkela, the Secretary, Department of Iron and S t c ~ l  stated that 
in Rourkela higher targets were fixed particula1.1~ to devclrlp pro- 
duction of plates and sheets which were in short supply. The result 
of production was unfavourablc in Rourkela because of more break- 
downs. 

The Committee were also inlformed in evidence that inspite of 
protests from the Rourkela Plant authorities, r! somewhat higher 
target was fixed in their case. The Committee feel that there should 
be a uniform basis and procedure for fixing targets in all the steel 
plants. 



37. In reply to a questjon regarding the cause of major break- 
down in blast furnace and blooming mid, tiia SeLI.eCi~ry, ijegdrtrnent 
of" Iron and Steel stated that during the period, a team of experto 
came from Germany to investigate the causes. ,'According to the 
team, the maintenance had not been as good as it should have been, 
But the team of Indian experts was of the view that some of the 
plant was not as good as it should have been. 

The Committee are perturbed to learn about the conflicting views 
of the teams of Gennan and Indian Experts. They trust that tho 
Hindustan Steel Ltd. will take adequate steps to rectify ali the 
defects in the plant and its maintena~w. and that shortfalls in p r ~  
duction will be avoided in future. 

Cost of Production-para 6, pages 29-31 

38. The cost of production per ton of the primary products during 
1960-61 and 1961-62 in the case o: Rourkela and Bhilai Plants and 
during 1961-62 in the case of Durgapur Plant, according to the cost- 
ing data available at the projects as compared with the estimated 
cost in the Project Report is indicated in the statements which follow. 
The current retention price (the price payable to the producer fixed 
by the Government generally on the recommendation of the TariIT 
Commission) allowed for each product is also indicated therein. It 
will be observed that the actual costs of production in 1961-62 are 
higher in almost all cases than the retention price 

------ --- --- 
Cost as Actual Retectbr price 
Per cost Ac:ual cosr 1961-62 (per torrc) 
Rcviscd 1960-61 - 1-4-60 10 31-3-196. 

h t d u c t  ~ m j e c t  excluding Excluding Includirg (rxc!usive of 
Report dcprccia- dc~recio- dcprrcia- excise) 
1959 tion :it\*> tior. 

(acludi-tg 
dcprccin- 
tie:-) 

per tonne per tonne pcr torre pcr tonne 

Cold Pig Iron . . . . 149.75 184.07 239.82 pil I r ~ n  St& 
Foundry CHinh 



Hot Metal (Four-dry). 98.57 125.30 138.84 174.05 

r q p t  (OH) . 
a* 184'437 39'35 334.43 308.82 Ingot 326.00 

Ingot (LD) . 137-81 ) 3 ~ i . 6 3  
e* 39.35 J 297'77 308'39 4°0'72 

Plate . . 180.34 633-92 623.60 972.51; 598.00 Untested 

HR Strip . . 285.16 343.30 538.07 823.39 623.00 Untested 

XR Sheets ard 663 .oo (Black 
Narrow Sheets . . 616.23 964.16 shccts) (Ur tested) 

CR Sheets 407' 17 1308 .oo 2240.44 743 .oo Untested 

F i n  Plate 

Pipe . . . 739.55 1105.92 . . - 
*Exclusive of hot metal handling 
Note : For pipes no reteltion p& is fixed and it is sold at different prices depcnd- 

fng on quality etc. 
** Keprx-ts Excise duty got co' ternplated in the cost of production estimates prepared 

by :he r,-;ulta?ts (Messrs. IGKD). 

In spite of an increase in production under all heads in 1961-62, 
the cost per tonne has shown an increase in many cases over that in 
1960-61. 

The wide variations between the estimated and actual costs of 
production have been attributed to low production, higher consump 
tion of fuels, coke and finishing alloys and higher cost of gases and 
09gen. 

BHILAI 

Actual cost of Retention rice 
production (per to!~ncy inch  - 

Items des excise 
E s t a t c d  1-1 1961-62 

(per tonne) 
-.-  - --- 

b. Rs. Rs. IL. 
?ig Iron (Foundry) 80 171.02 17a.50 Pig Iron (Std)zo2 

Pig Iron (Open Hcuth) . 74 152.62 161.07 Foundry G r d e  I 
i High M.nganac) 
n p t  326 



Billers for- 
(17 Merchant Mill . 166 400'19 
(ii) Outside Plant . 167 403.92 g::) 393 (Untested) 

Rails , 119 . . 630.54 507 (Tested) j 

Bars and Rounds 
($7 Angles . 223 . . 561.42 Light 500 
( i i )  Rounds 223 . . 541- 14) H:nvy 481 

(Untested) 

Light Structural . . . 223 .. 546.46 

The management have stated that the figures given above are in- 
clusive of depreciation and that the estimated cost as given in the 
project report cannot be compared due to non-inclusion of excise duty, 
General Administration and Township overheads, etc. with the actual 
cost. 

DURGAPUR 

Estimated Actual cost Retention 
cost as per 196 1-62 price per ton 
project per ton (1-4-WjC~ 

report per ton to 31-3-1962 
excluding excise 

- 

Rs . Rs. Rs. 

Steel Ingots . 103.81 333-18 331 *a 
Blooms and Slabs . 126.54 387 - 36 Blooms365 76. 

Slabs 385 .oqe 
Billets, Sleeper Bars . 143'57 430.00 475 '49 

Sleepus . 524 ' 15 616.71 
.Sections ;60-67 355.27 316.13 
.Merchant Mill . 178.02 568.94 534'41. 

.Z?ntested 

NOTE : The actual cort of production ahown a b r  in rtrpct of Sttl 1- h 
based upon the monthly mwi 8verrge d tk penod from Je, 1961 to 
M y ,  I%., rhUc for fk W z t h e  item mt IS bucd upon umhr map 
of tbc period from October, 1961 to MBJ, 1962. 



The management have stated that the increase in the cost of 
production is due to the increase in the prices of raw material an# 
stores and freight, etc. after the submission of the project report,, ' 

The Committee enquired the reasons for the cost of production 
being higher than the retentioil price for the various products and 
the steps taken to reduce the cost of production. The representative 
elf the Hindustan Steel Ltd. stated during evidence thut in the project 
report the estimated cost of production of steel was taken as Rs. 120/- 
per ton which was only an arbitrary and theoretical figure. The 
Committee enquired whether any effort had been made to compare 
the cost of production in the three steel plants with that in TISCO 
and IISCO. The representative of the Hindustan Steel Limited r e p  
lied in the negative, adding that it was difficult to obtain accurate 
figures of cost of production from TISCO and IISCO. He, how- 
ever, stated that actually the works costs would be romparable. 
He further added that in k i n g  the retention price for steel, Govern- 
ment had taken the works cost of Rs. 357/- and added Rs. 121- for 
certain other minor expenses. He further stated that in fixing reten- 
tion price the Government had taken the block (TISCO Block) at 
Rs. 1176 per ton of steel and on that figure depreciation of 57: and 
a return of 8T0 had been allowed. Thus the retention price was 
worked out as Rs. 552/- per ton. As against the figure for the TISCO 
block of Rs. 1176 for fixing the retention price, the capital block for 
Rourkela came to Rs. 3,200,'-. for Bhilai about Rs. 2,200 and for Durga- 
pur Rs. 2,200. Therefore, even if the Hindustan Steel worwd an the 
basis of the works cost of Tatas, they had to suffer an unavoidable 
kxls. 

The Committee hope that every effort will be made to reduce 
tbe cost of production. It would be useful for the Ministry to make 
periodical comparison of the cost ot production in Hindustan S t 4  
Limited with that in TISCO and IISCO. 
The Secretary, Department of Iron and Steel, assured the Com- 

mittee that with the increasing efficiency in production, the Hindus- 
tan Steel Limited would hettci- even the TISCO figures and that uTns 
fheir aim. The Comniitfrc !lope that this aim will be fulfilled soon. 

39. In reply to a question regarding the increase in thc cost of 
production during 1961-62, in Rourkela despite the increase in prcl 
duction, the Secretary, Department of Iron and Steel stated that the 
&crease was due bo the rise in the prices of coal, iron ore and 
manganese ore and higher taxation. He further stated that although 
these were common factors in d l  the three steel plants there were 
items like transport charges which afilected the different plants 
differently, in view of the location of the sources of supply of raw 
materials. 



In reply to a question regarding variation between the actual 
cost of production and the estimated cost of products during 196142 
at Bhilai, the Secmtaq,  Department of Iron and Steel stated that 
the foreign experts who prepared the project reports seven year8 
ago included the cost of raw material, Labour, input, overheads a t  
the plant itself but not the excise duty etc. of which they were 
not aware. Explaining further how cost of raw materials had gone 
up, the Secretary stated that in Durgapur lime-stone was assumed 
to be available at Rs. 16.50 per ton delivered there, as also Dolomite, 
but the prlce for lime-stone is Rs. 32.60 per ton at present and of 
Dolomite at Rs. 38.84 per ton. Similarly the present price of Iron 
ore was Rs. 28.89 per ton as against the price of Rs. 17.50 originally 
assumed. As regards coal the present controlled price was Rs. 35:07 
as against the assumption of Rs. 16.00. 

The represeniative of the Hindustan Steel Ltd. stated that s t e p  
are being taken to reach peak production to improve the yields 
and to make improvements in technology, all of which would go 
to reduce the cost of production. 

The Committee note that steps are being taken to reach peak 
procluction and to reduce the cost of production. The hope that 
the concrete results of these steps in the shape of reduced cost of 
production in the Plants under Hindustan Steel Ltd. at least to tho 
extent of the cost of production of private producers would be visible 
60011. 

Agreewents-Zout keln--t)oLonute Calcining Plant-Para 7.01, 
page 31. 

40. A I>. !nrn:te Calcining Plant consist:ng of three l ~ m e  kilns and 
t i vo  DoIol;il,c k~lns  of 100 Ion capacity was purchased fc 3 s .  64.24 
lakhs anti erw:cd Octohcr. 1959 at an addit~onal eqt mated cost of 
about Rs 72.72 lakhs Payment upto 95 per cent. was wmpleted in 
May. 19fi2. Evrd since the commissioning of the Plant. the Kilns 
h a w  not pvcm sn'~sfnctory scrvicc and, thcrcfnrc. the produc:ion was 
bclow thc r:ipclty yield The plant has been lying idle since June, 
1960. 

In repl\ * , n qucst~on regarding the unsatisfactory working of 
the Dolomltt. c:~!cining plant. the representative of the Hindustan 
Steel Ltd. stated during evldence that production of the plant 
which was working falrly satisfactorily was at present 87m0. Ao 
regards the cost incurred on the repairs of the plant it was stated 
that no cost was incurred on repairs as the suppliers agreed to 
supply the parts. The present Dolomite calcining plant doo incltld- 
ed lime calcining and it was intended to change the plant for 1- 
calcining and to arder a new Rotary kiln of 125 tons for day capacity 
at a total estimated cost of Rs. 83.55 lakhs. In reply to a questian 



regarding the payment of residual amount to the firm, the represen- 
tative of the Hindustan Steel Ltd. stated that the acceptance of the 
Dolomite Calcining plant had not yet been made anJ the residual 
payment of 501, had been withheld 

The Committee would like to be informed about the iinal outcome 
of the case 
Durgapur- (Agreement with the Contractors) -para 7.02, pages 

31-32. 

41. The Contract for the construction d an integrated Steel 
Plant at  Durgapur was awarded to a consortium of 13 foreign com- 
panies known as Indian Steel Works Construction Company Ltd. 
The contractors during the course of negotiation suggested that if 
20 per cent of the F.O.B. value was given to them as advance, they 
would be prepared to reduce their price by f f million. The Gov- 
ernment, however, agreed to give 10 per cent as advance and the 
balance 10 per cent as loan at bank rate plus 1 per cent which U~DS 
not availed by the Company. Had the entire 20 per cent been 
given as advance, it would have saved about Rs. 30 lakhs in foreign 
cutreficy after deducting interest charges thereon. 

When the Committee enquired the circumstances under which 
the full advance was not given to contractors when it was known 
that it would result in the saving of foreign exchange, the Sxre- 
tary, Department of Iron and Steel stated that advance of 20% 
was ncrt given a: the time as the usual pattern was oqly lo';{,. He, 
however, admitted in restrospect that payment of 200& would have 
saved something in foreign currency. 

The Committee consider it unfortunate that as n result 06 the 
wrong judgement on the part of the authorities a saving of about 
Rs. 30 lakhs in foreign currency could not be affcctcd. They hope 
that proper thought and consideration would be given in future to 
such matters so as to avoid recurrence of such cases. 

42. The F.O.B. supplies to the extent of E 52 million have been 
distributed among the four members of the Consortium. Some of 
the members have no manufacturing works of their own and have 
thus to obtain the supplies from the market. Thrce such rcmbcrs 
placed orders on 9 members of the Consortium. The iiittcr obtained 
the supp!ics from thc mark?:. As the cost to the ~ m j c c t  is not 
mcrcly the purchase prjce, hut also the profit of the purchasing 
contrnc:cr, such transactiox hnd resul!cd in givinr: profit to two 
contractors for the same supply. It had becn statcd by the Ministry 
that merely because thc diflcrent contractors have got tugct.hcbr as 
a Consurtilum to co-ordinate the work and to bring up the plant in 



its entirety, it is not to be expected that individual contrautors would 
forego the profit on supplies which they would have made to 
another contractor, had there been no Consortium. 

As regards the contract given to a consortium of 13 comnan;es in 
respect of Durgapur plant, of which some members had no manu- 
facturing works of their own, the Secretary, Department of Iron 
and Steel stated that if the steel plant in Durgapur were t; be 
established in time, it was desirable, if possible to make satisfactory 
arrangements with a single party for the main work. He further 
stated that the advice of the United Kingdom Technical Federation 
was obtained to explore the possibility of placing the order with 
the consortium of the United Kingdom manufacturers. I t  was also 
considered that this would d o r d  a basis for obtaining the necessary 
credit for the plant from the United Kingdom. The basis of the 
agreement was to be settled on a preliminary quotation for a plant 
subject to adjustments on account of escalation and modification to 
the plant. 

In reply to a question of doubld profit drived by some of the 
contractors, the Secretary, Department of Iron and Steel stated 
that the contract was for the supply and erection of steel plant as 
a whole. It was stated further that even if tenders were invited 
separately for each section, the contractor undertaking the work 
would have to buy a number of items of equipment and material 
from other suppliers. 

The Committee are not convinced of the arguments advanced in 
this case. They do not appreciate why in the case of supplies 
separately made by individual contractors (members of the Con- 
sortium) through the Consortium, profit should be given to two 
contractors for the same supply. The Committee suggest that the 
feasibility of safeguarding against such double profit be examined. 

Defects in Plants-Para 8, page 32. 

43. Routkela-A team of German Experts visited Rourkela in 
March, 1962 to review the performance etc. of t h  S:  -1 Ylant. !n 
their report it has been mentioned that they noliccd certa'n defects 
particularly in Blast Furnaces I and 111, and in the Pig C a s t i ~ g  
Machine and also lack of proper maintenance of Plant and Machinery 
resulting in breakages of certain essential portions of the same. 

According to them, one of the reasons for not hekg  able to 
achieve the production target was the unsatisfactory working of the 
Pig Casting Machine. This macldne was installed at a coat of 



Ra. 61-06 lakhs. The Project authorities have now ordered the 
installation of another Pig Casting Machine at a total estimated cost 
of Rs. 37-79 lakhs approximately. 

The Committee enquired whether the defects pointed out by the 
German experts in Rourkela had been rectified and what was the 
amount of extra expenditure incurred on repairs. The represen- 
tative of the Hindustan Steel Limited stated that the terms of 
reference of t ? ~  team of German experts were to investigate 
whether the German firm's services to the plant had been carried 
out satisfactorily in accordance with the contrac!ual obligation; and 
to examine what working conditions and ~ r~an i sa t iona l  measures 
v e r e  needed to ensure a properly adjusted functioning of the entire 
plant. The team made certain recommendatio~is regar1 tic2 r.n .ration, 
maintenance, certain auxiliary attachments, transport and additions 
to the German personnel. On the recommenda:ions of the team, 
the Hindustan Steel Ltd. went in for additional loan of abou: DM. 
41 million in January, 1963 for spares, DM. 22 rni!lion for six locos, 
DM. 3 million for establishing a wagon repair shop and special 
additions, and alterations for :he wagon repair shop. A second 
pig casting machine was alw included. They also tool: a:)other 
loan of DM. 15 million to enabie them to take for some loilger timc, 
more German personnel. 

The representative furiher s: a ted that productjon of pi,: iron at. 
Rourkela Plant vias for its own domestic consumption. The 
reason for having another pig cast.ing machine was not bccnusc the 
& s t  one had failed, but because i: was found that break-do\-.-ns and 
impediments that sometimes cnme in the second ~ ! a , ~ e  of p r d u c i i o ~ ~  
of steel made it necessary t.o have ready at ::A:-:d ad:sr!u:i!i. pig 
casting machines. The original machine was now mlorking all 
right. The only unsatisfactory f t ~ ~ u r e  of the machine was that the 
ladling arrangement was not convenient but it was not an impedi- 
mc:.t to the working of the Plan:. 

The Committee were informed that it had not heen po: -;iblc far 
Audit to assess w:l:.ther all the defects pointed out by the team of 
a m a n  Experts itave been rectified and the extra expendit~rre 
imolved. The Committee would like the Ministry to furnish this 
idormation to the Committee. 

44. Regarding the Blast Furnace I i t  was stated that the blast 
m a c e  began to give trouble in March, 1962. After the investi- 
gation by the German team, it was found that there were certain 
leakages near the top hole. I t  was also discovered that these 
W a g e s  had developed not due to any bad material used, but due 



to the way in which the bricks were arranged. After it was relaid 
in April-May 1962, there had not been any further breakdown. The 
representatiw, however, admitted that extra money amounting to 
Rs. 99.474 was spent for clearing up the lining and relaying. 

The Committee are sorry to note that the trouble in the first 
Blast Furnace was due to faulty way in which the bricks were 
arranged which had led to certain leakages near the top hole. This 
resulted in an extra expenditure of Rs. 99,474 on clearing up the 
lining and relaying it. The Committee hope that such costly errors 
would be avoided in future. 

45. Regirding Blast Furmcti ]!II the repre;entative -:A'&, that 
before it was started in January, 1962, a special examination was 
made by a German, General Superintendent. When t h : ~  trouble 
started the German team examined it and i t  Lvas faun:! chat the 
dci ' .-t  was due entirely to excessi\rc moisture. The dcfccts had 
b x n  set right and it was rnorkirlg proper1;v. The Comm- - , T  Iscre 
informed further that as a rcwlt of the steps taken to rer.i!)te 
defects, overall improvement had come in the Plan.. . 

The Committee trust that the over-all improvement claimed to 
have been achieved in the plant as a r5ult of +'I:* steps taken will 
continue to be maintained. 

Civil  engine?^-i:~g Works---Para 9, pc!!.;cJs 32-33 

46. l<outhcln: Use  of c1vfectiz.e cernex: nrtd ar.o,dable expen- 
dzture of Rs. 10 lnk?l:-'~h!~ r:.;ult ?f tt'srs cL rrlcd IU' 111 certain 
scctio:ls of !he Rolling M : l l  rcve,~!ed t ' l ~ :  dt.fcc::~c czmcn? had been 
used. -4s tkw d~smcmtl~ng of the cntirc. portion of t ! ~  structure and 
rebujlding of the same \vou:d have involvc,?, c~):l:\ 3 ~ r a b l e  t ~ m e ,  it 
was drlciiied thnt the  nil tcr s h o ~ l d  bix CX:LIII:~~CJ by a con.pe:ent 
technical authol-ity Alt1lou::h undt.r ?hp specification of the con- 
tract, the concrete was rcqui rd  to atti1111 the maslmum strength 
within 28 days, the required str~!lgih had not been reached in many 
cases even ugto 100 days. Se\-ex1 out of eight saniples which lvere 
sent to Aliporc for esamin.~tir;:: w , r e  found lo bt: below 
I.S.I. standard as regards the tensile and compressive 
strength. As a result of this defective concrete work, 
certain addition work had to be carried out. The 
extra expenditure involved was estimated a t  about Rs. 3.03 lakhs 
besides a loss of incidentd expenditure amounting to  Rs. 19.02 lakhs 



In reply to a question regarding the use of defective cement and 
the additional expenditure incurred as a result, the representative 
of the Hindustan Steel Limited stated in evidence that the cement 
was supplied by the suppliers with test certificates which were 
considered reliable. He further stated that no tests were conducted 
either at the time of despatch or before the cement was used, as 
they were relying on the test certificates given by the cement 
factory. When the defects were noticed, the Hindustan Steel Ltd. 
consulted the Advocate General, West Bengal. The suppliers had 
agreed to replace 2000 tons of cement. The representative further 
stated that during the course of the construction, the samples were 
sent to Alipore Test House for examination. After the report was 
received, the suppliers were changed. The representative added 
that some structures raised with the defective cement had to be 
dismantled and some extra expenditure had 4 0  be incurred on dis- 
mantling. Arrangements of pretest of all the cement had since 
been made. 

f 
The C d t t e e  regret to note that as a result of use of defective 

cement in the construction of structures an extra expenditure 
estimated at  about Rs. 8.03 lakhs was incurred besides a loss of 
incidental expenditure amounting to Rs. 19.02 lakhs. The Com- 
mittee are surprised to learn that the Hindustan Steel Ltd. depended 
entirely on the suppliers' test certificate and no tests were camed 
out either at the time of despatch or before the cement was used in 
the construction of structures by the engineers of the projectr The 
Committee desire that an enquiry should be mado to fix responsi- 
bility for the lapses which resulted in such a heavy loss to publie 
exchequer, and to determine the extent to which this loss can be 
made good from the Cement Distributors Ltd. which was responsible 
for supplying defective cement. 

47. Durgapur-In the case of C~vil Engineering Vlrlrks, there 
was, till 1961, an increase from tt:? ori~inal tbt im~+c of Es. 1.543 
lakhs to Rs. 2,494 lakhs. A Civil Engineering Officer of the Project 
was asked to investigate the reasons for this abnormal increase. In  
his report he has emphasised that the system of making payments 
was defective and that the working of the Quantit,y Survey Dqart-  
ment of the Consultant required special investigation. 

Among other things he has also pointed out serious defects in 
the methods of execution, fixation of rates and the mqde of paymcnt 
in respect of excavations, site levelling, roads (temporary and 
permanent), railway (temporary and pmnanent), and concrete 
foundations, etc. He was not able to m a h  a full a;sessment of the 



overpayments made and the extra expenditure which could have 
been avoid. On items on which approximate assessment has 
been made by him, the total amount involved is about Rs. 100 lakhs. 
This cfficer in  his report, znter alia stated: 

"It is a sad reflection of the state of affairs a t  site that four 
years after the Civil Engineering work commenced and 
a t  this stage of 90% completion not a single final Bill 
should have been agreed". 

In reply to a question regarding the report submitted by the 
Civil Engineering Oflticer pointing out serious defects of various 
nature and the extra payment of about Rs. 100 lakhs involved in 
these, the representatives of the Department of Iron & Steel and 
the Hindustan Steel Ltd. stated that the Civil Engineer was employed 
on deputation by the I.C.C. He was asked by the Company to 
investigate and submit a report on some complaints filed in a peti- 
tion to Hindustan Steel Ltd. 

The representative of the Hindus tk  Steel Ltd. added that a 
Director of the Company who was dealing with construction was 
a b e d  to report after scrutiny of the Civil Engineer's report. The- 
Director after examining the report came to the conclusion that on 
certain aspects, the report was without substance. The Civil 
Engineer had reported that the design was uneconomic, that method 
of mehsurement and records and the quarterly survey was inadequate, 
that the application of the day work rates was not properly done, 
that rates were not properly fixed etc. These were really matters 
in which, according to the terms of the contract, full powers had 
been givtin to Consulting Engineers. The Director came to the con- 
clusion that there was not much point in them and that they did 
not requirc sny further investiprl~.n. The .;slue r I .  which 
were not considered worth furthcr csamination amounted to Rs. 61.97 
lakhs. This was considcred to be an extra payment by the Civil Engi- 
necr but in the scrutiny it was rejected. There was another amount 
of Hs. 38 lakhs rclating to alleged cscessive payments (due to higher 
rates) about which investigation was going on. The I.C.C. had al- 
ready ordcred refund of Rs. 8 lakhs, in this case. For the remainder, 
negotiations were going 0x1. 

The Committee enquired as to why rates were not fixed in ad- 
vnncc. Thc represen:atlvc of the Hmdustan Steel Limited stated 
that under Ihc contract, the International Construction Company, a 
Br.~t~:;h Company were g:vcn the entire charge of supervision. The 
Sccrctsry, Department of Iron and Steel, giving the background fur- 
ther elaborated that the Durgapur Steel Project was set up through 



.two agencies. The credit for steel works was British. The construc- 
tion was given to Indian Steel Works Construction Company, a Con- 
sortium of British firms. The Consultants were also British, called 
the International Construction Company. This was a part of the 
whole contract. The consultants were to fix the rates, supervise the 
works and on their certificate the Hindustan Steel Ltd. was to make 
payment. When a report to the effect that rates were not fixed pro- 
perly, was received, the complaint was examined. The Hindustan 
Steel Ltd. got a report that the job was not properly done and as a 
result of that Rs. 100 lakhs extra was paid, owing to the 1.C.C.k 
slackness. A Director of the Company (who was a specialist in Civil 
Engineering) examined this report and found that out of Rs. 100 
lakhs, the responsibility of I.C.C. was only for Rs. 38 lakhs. The 
Consultants had accepted responsibility for about Rs. 8 to Rs. 10 lakhs 
and the Hindustan Steel Ltd. were having negotiations with them 
for the rest. 

The Financial Adviser of the Hindustan Steel Ltd. further stated 
that the alleged overpayment of about Rs. 62 lakhs which was con- 
sidered to be due to liberal ciesigns by the Engineer could not be 
treated as over-payment as over-dcsigns was normally done by Con- 
sulting Engineers :o provide adequate safety. Out of a balance of 
Rs. 38 lakhs, Rs. 13 lakhs had already been recovered and the balance 
of Rs. 25 13khs had nnt yet been recowred. Thc matter was to be 
discussed between the two parties--1SCON and Hindustnn Steel Ltd. 
as part of the  find nego:i.-ltion. 

I 

I t  was a revelation to the Committee Chat the ~,.: .ms of the contract 
with the contractors were so wide that Hindustan Steel Limited were 
concerned merely with the paying of the amounts c'laimcd on the 
basis of ct rtificatcs given by consultants. and that thrre was no check, 
inspe~tion or examination of the work done or of the rate\ fixed. 
This unfortunate situation has led to the alleged over-payment to tho 
extent of Rs. 100 lakhs (of which about Rs. 62 lakhs h a w  not been 
considered to he over-payment by the Hindustan Steel Ltd. authori- 
ties) to the Consultants who are supposed to he looking after the 
interest of the Hindustan Steel Ltd. , The Committee frcl that the 
terms of the agreement which were stated to be so extra-ordinnrg 
need to be re-examined and suitably revised if possible at this stage. 
Another aspect that disturbs the Committee is that such heavy pay- 
ments were made without any sfficer of the Company caring to check 
up  the correct position, as  a result of which at least an amount of 
Rs. 38 l a u s  (even if the conservative estimate of the Director is to 
be accepted) in all probability overpaid to the contractors is under 



investigation (out of qhich Rs. 13 lakhs have already been recover- 
ed). What is more distressing to the Committee is the fact that these 
matters would not have come to notice in the normal course had there 
been no complaint and investigation. 

The Committee consider it rather strange that against the estimate 
of over-payment to the extent of about Rs. 200 lakhs made by an Engi- 
neer with technical knowledge the value of items which were not 
considered worth further examination by the Director amounted to 
Rs. 62 lakhs. They feel that full facts of the case have not come to 
light. The Committee. therefore, recommend that Government 
should appoint a high level Inquiry Committee to investigate the 
eases of alleged over-payments reported by the Civil Engineering 
Officer. The Centre would also like to knew the final outcome. 

48. The Company has fixed the limit of normal losses at 8 per cent 
of total receipts in respect of coal, 4 per cent in respect of iron ore 
and 2 per cent in respect of other materials and such losses are auto- 
matically written off. During the years 1960-61 and 1961-62, however, 
there were losses to the estent of Rs. 47.39 lakhs and Rs. 22.57 lakhs, 
respectively. over and above the permissi!~!e losses. It has been stated 
by the Vvlannccmcnt that :he losses are being investigated and short- 
ages will not be written off until the results are known. 

The Committee enquired the steps taken to keep the shortages 
within normal limits. The representative of the H.S.L. stated during 
evidence that the percentage of losses in Rovrkela had come down to 
89'j; for iron ore. 1.94';, for lime-stone, 3.19"; for bauxite and 
.74'';, for other materials. In Bhila: it had come down to 1 - 4 5  for 
iron ore, 0.7''; for fern)-mnngancsc, 2";, for quartsite and 1.2O; for 
manganese and in Durgnpur 0.15(';, for the lime-stone, 3'10(Li, for dolo- 
mite, 2.2r';, for quartsite. 5-57; for manganese and other materials. 
Thus the losses had been brought down within the limits which were 
fixed by the Company. He, however, added that their experience 
had shown that the limits fixed earlier were high. The Company 
had, therefore, appointed a Committee to go into the question of 
losses, to invcstigate the reason and to re-examine what the normal 
limits of losses should be. 

The Committee are glad to note that percentage of losses om 
various products has come down. The Committee understand tht  
tbe existing limits of losses fixed by the Company are on the high 
d d e  and are being reviewed They would like to be informed of the 
reduced limits of 1 0 s ~ ~  proposed to be Axed by the Company. 



Demurrage Charges-Para 11, page 33 
49. The Company incurred demurrage charges to the extent of 

Rs. 20.33 lakhs and Rs. 63.83 lakhs during the years 1960-61 and 
1961-62. 

The demurrage charges in Bhilai Project increased from Rs. 0.63 
lakh in 1960-61 to Rs. 14.22 lakhs in 1961-62. 

Explaining the reasons for the steep rise in demurrage charges 
during 1961-62 when compared to 1960-61 in the course of evidence 
the representative of the Hindustan Steel Ltd. stated that- 

(1) During 1961-62, the production went up and the Railways 
had no self-discharging wagons. The coal wagons had 
to be manually handled for movement of iron-ore. 
Arrangements were made to step up iron ore movements 
in Box (Coal) wagons. Incoming rake loads of Box 
wagons had to be broken up into parts for replacement 
and handling with the result that unloading and trench 
occupation time went up very materially. 

(2) Throughout the second half of 1961 the weather was ex- 
tremely unfavourable The gantry cranes were situa- 
ted at a fair height and when there were high velocity 
winds the capacity of these cranes was reduced consi- 
derably and these could not remove the material from 
the trench quickly. 

(3) There was revision of rates of demurrage charges by the 
Railways. Before 1st may, 1961 the demurrage charges 
were being paid on cumulative basis. The total num- 
ber of wagon hours was set off against the free time 
allowance and the demurrage reckoned on excessive 
number of hours. From 1st May, 1961, a new system 
was introduced according to which the demurrage was 
reckoned on individual wagon basis and to this was 
also added excess over three hours terminal time in the 
exchange yard. The revision of the rates of demurrage 
charges by the railways raised the bill by about 60 
per cent. 

The representative further stated the demurrage charges were 
revised by the Railways without consulting the project authorities. 
Among other causes which had led to increase in the demurrage 
MZ1 were the unsuitable wagons. The project report envisaged the 
mwement of Iime s h e  and dolomite in self discharging wagons 
but the lime stone and dolomite were mwed in ordinary or Box 



wagons which meant manual handling and piecemeai replacement 
resulting in more time. He further stated that a very high percen- 
tage of inward wagons received at the Steel Works were not fit for 
loading finished material. 

Explaining the remedial measures taken to reduce the demurrage 
charges, the representative of the Hindustan Steel Limited stated 
that a systematic time and motion study had been put into effect 
in the steel works. A double line connection had been provided 
between the exchange yard and the project area. When it was 
pointed out that demurrage charges had jumped to Rs. 56.65 lakhs 
in 1962-63, the representative of H.S.L. stated that the rate of de- 
murrage per ton had been less f.48 per cent as against :54 per cent in 
1961-62) but because of the rise in production the total amount had 
increased. 

The Committee feel concerned to note that the demurrage charges 
incurred by the H.S.L. which were Rs. 20.33 lakhs in 196061, 
had gone upto Rs. 63.83 lakhs during 1961-62 and RE. 56-65 lakhs in 
1962-63. The Committee would like to draw attention in this eon- 
nection to para 32 of their 7th Report (Third Lok Sabha) wherem 
they had recommended that demurrage charges would not only push 
up the cost of end product at  the project but also impede the optimum 
ntilisation of wagon capacity of the country. The Committee c a ~  
not accept that incurring the demurrage charges as a regular feature 
is totally unavoidable. In their view demurrage charges are avoid- 
able and wasteful expenditure. In the evidence the Committee 
were informed that the matter was discussed with the Railways at 
various levels. The Committee trust that effective steps will be taken 
in co-operation with the Railway administration to minimisejslimi- 
nate the demurrage charges. 

Financirrl Results-Para 12, page 33 

50. The working results of the Company during the years 1960-61 
and 1961-62 as per accounts are given below: 

(Piguws in Lakhs of rupccs) - 
Project 1960-61 IMI-62 

Rourkdr . (Loss) ISS-85 (Loss) IOgZ.55 
Dumpur  . (Loss) 71-18 (Lass) 46S.n 
Bhilai . . ( P d t )  15a.69 - (Lo4 388.57 

Tow1 W s )  74'34 - (-1 1946.W 
c-- 

---. 



In reply to a question, the Secretary, D q a r h e n t  of Iron and. 
Steel stated that the losses which were shown less in 1960-61 and 
more in 1961-62 were due to  the fact that no depreciatim was added 
on in 1960-61 and the depreciation was provided in 1961-62. He 
added that as the plants were just going into production then, no  
depreciatim was provided earlier. Depreciation was provided after 
the plants started functioning properly. The total arrears of depre- 
ciation for the entire period upto 31st March, 1961 amounting to 
Rs. 1781.90 lakhs was adjusted in the accounts for 1961-62. The 
total loss incurred by the Company upto 31st March, 1962 wo.rks 
out to Rs. 4008.22 lakhs. The Committee inquired about the reasons 
for such heavy losses. The representative of the H.S.L. explained 
that' the retention price was fixed after assuming the capital block 
for a ton of steel as Rs. 1.176. Actually, however, on an average, 
the capital block ior the three plants came to Rs. 2,500 per ton. 
This meant that the H.S.L. had to pay a higher rate of interest and 
had also to allow a larger amount by way of depreciation. 

The Committee appreciate that with the heavy capital invest- 
ment, any large projects of this magnitude are apt to work at a 
loss in the initial phases, till the peak production is reached. Since 
all the three plants have started working to their full capacity, the 
Committee hope that their future financial results will show profits. 

System of accounts and Book-keeping-Par:: 3 .01,  pages 34-35. 
51. While the accounting system as laid down by the Company 

is in general adequate for the purpose of preparation of final ac- 
counts and audit, the following general deficiencies were noticed: 

(i) Suitable registers were not kept to record the incoming 
bills, statement of accounts and claims to ensure incor- 
poration and recording of all liabilities in the books of 
accounts. 

(ii) There was no system of reviewing the balances in Works- 
in-Progress, Deposit and Advance accounts to ensure 
proper txansfer of completed work to Capital accounts 

(hi)  Control accounts have not been maintained by the Head 
OfEce in resped of the transactions of the individual 
projects. 

Other important defects noticed in each of the three Projects are 
listed below: - 

Bhilai Steel Plant 
(a) In most cases, detailed schedules and subsidiary records 

necessary to substantiate the balance of various ac- 
counts had neither been prepared nor rerondled. 



(b) T!icrc is ilo prrjper ~ : ~ s t x n  for the accounting and lbillinp 
for Stores issued to Conlxactors and the ascertainment 
of total outstandings. 

(c) Asset Registers have not been maintained in respect of 
most of the ass- nor are detailed certified inventories 
available in respxt  of the same. 

(d) Thc stores records showing values are incomplete and a 
reconciliation between the stores records and the finan- 
cial balances has not been effected as on 31st March, 
1962. Though a balance of Rs. 197.56 lakhs has been 
carried forward on stock suspense account and, on 
purchase advance account, it still remains to be ascer- 
tained as to the extent to which they are actually re- 
presented by stock of stores and spare parts. 

Iiourkela Steel Plant 

The accounting of electricity charges recoverable was in arrears 
a n d  the total income as also outstandings against the same could 
not be reconciled. 

Uurgnpur Steel Plant 

'I1!le rccords mai1:talncd :,J the accounting of rent and allied 
charges anu outi''111dings i h e r d  and :nsuracce 111 Railway clalms 
ofTci wnsidcrable scope for improvement. The system of account- 
ing as laid do:w in +he  procedure orders, thouph satisfactory, was 
not fully ~mplemented. 'C.. 

The Committee enquircld the reasons for ncm-rnainten,mc> of 
control accounts as suggested by the Auditors, and also enquired 
whether a suitable system of reviewing the balances in Works-in- 
Progress, Deposit and Advance accounts had since been introduced. 
The r~prcsentative of the Hindustan Steel Ltd. accepted that there 
had been some dclay in setting up this a r m ~ ~ g e m m t .  ('The delay 
was duc to mnking adjusfm~nts) .  He, however. added that the 
nrrangrmcnt had I~ccn rnndc- for the year 1962-63. to maintain tho  
control registers in the  Headquarters. 

With i . . > ~ ; l ~ c l  10 tlw Ili~ilai Srcel Plant the Committee pointed out 
tha t  according to the report of the Company auditors for 1962-63, 
the pos~tion regarding stock suspense account had not yet improved, 
and that a bala~lce of Rs. 167.37 lakhs was still lying under stock 
suspense account and purchase advance account as on 31st March, 
1963. The Committee enquired the steps taken to clear the sus- 
pense accounts in Bhilai. The representative of the Hindustan 
Steel Limited stated that initially there was a departmental system 

'2447 (Aii) L.S.--6. 



of accounting. From 1st April, 1960 priced store ledger cards had' 
been introduced. The inventories were valued on the basis of prices 
in force. The difference in value between the financial ledger and 
the inventory balances was kept in suspense, pending verification 
and adjustments. The representative further stated that they had 
created a separate Cell for clearance of suspense accounts for the 
individual items of work and this work was expected to be com- 
pleted in six months' time. All the stores would then be adjusted 
to the various works. 

As regards the proper maintenance of the assets registers and 
other records, the representative stated that they had now switched 
an from the departmental system to the commercial system of 
accounting and the defects had been removed. 

The Committee regret to note that there was a heavy balance of 
Rs. 167.37 lakhs under stock suspense account and purchase advance 
account at  Bhilai on 31st March, 1963. They hope that w5th the 
creation of a special cell for clearance of suspense accounts, the 
amount would be properly adjusted. The Committee would ,like 
the H.S.L. to ensure that such heavy balances do not accumulate 
under stock suspense account in future. 
Internal Control-Para 13.02, page 35 

52. Each Project has an internal Audit Department but in the 
case of Bhilai the scope of audit was very restricted and therefore 
largely ineffective. It was seen from the report of the company 
auditors for 1962-63 that the scope of internal audit at Bhilai had 
since been slightly enlarged; but that almost in all the plants cer- 
tain points raised by internal audit were pending for a long time. 

Explaining the delay in taking final action on the outstanding 
audit points, the representative of the Hindustan Steel Ltd. stated 
during evidence that initially, there was some difficulty as there 
was only a small section to deal with the audit objections. He added 
that the internal audit was reorganised covering all aspects of ac- 
counting. . 

The Committee are glad to learn that the system of internal 
audit has been reorganised and improved. They would, however, 
like to point out that the system of internal audit can be really 
effective. only if the audit objections are attended to with prompti- 
tude. The Committee would like the H.S.L. to take steps to ensure. 
prompt and adequate attention to points raised by the Internal' 
Audit Department. 



Rejections-Para 13.04, page 35 

53. BhiW-Although the percentage of rejection on total pro- 
duction works out to 0.49 per cent to 1.17 per cent, it appears that 
in  regard to rails, about 15 per cent of the total quantity inspected 
had to be sold to other parties because these had been rejected by 
the Railways and more than 7 per cent had to be sent for refinish- 
ing. 

Rourkela-In the case of plates, the range of rejections in the 
various months expressed as a percentage of net production is 0-1 
per cent to 45 per cent, while in the case of H.R. Sheets and C.R. 
Sheets, it was 0.5 per cent to 17'9 p a  cent and 9.8  per cent to 30.7 
per cent respectively. 

Durgapur-The rejections revealed in the works inspections 
ranged from 2 per cent in the Section Mill to 24 per cent in the 
Blooming Mill. 

The representative of the Hindustan Steel Ltd. stated that re- 
jections took place when the products did not come up to the stand- 
ard. He, however, added that in  Bhilai, the percentage of rejec- 
tions in rails which was formerly 15 had come down to 10-53 during 
1962-63. (These rejections were called second class rails and were 
used far sidings etc.) 

The Committee need hardly emphasise the necessity of reducing 
the percentage etc. of rejections to the minimum as ultimately rejec- 
tions mean loss to the Company. 

Balance Sheet-Para 13.05, page 35 

Sundry Debtors 

54. The total volume of Sundry Debtors as on 31st March, 1962 
and 31st March, 1963 were as follows:. 

(Rupees in lakhs) --- - - - - - - - - -- - - -- - - - --- - 
Balance as Balance as Outstanding 
at 31-3-62 at 31-3-63 for more 

than one 
year as at 

-- ! 31-3-63 - 
Bhilai . 470 ' 54 524' 36 96.518~ 
Rourkela 192.03 618.35 32.82t 
Durgapur . 260.31 473.19 38-58 

--- - 

*This includes outstandings in respect of Township Debtors as estimated 
by the Estate Department. 

tThis includes flgures only for Sales Section and Estate Offlce Section. 



In reply to a question regarding the break up of the outstanding 
dues from Government Departments, Public Undertakings and Pri- 
vate Parties, the representative of the Hindustan Steel Ltd. stated 
that a substantial portion of the outstandings was with the Rail- 
ways. He further added that the outstandings in respect of private 
parties were Rs. 324 lakhs. 

In  reply to a questron regarding the interest charged on the out- 
standings, the Secretary, Department of Iron and Steel stated that 
no interest was charged on outstandings but a discount of 1 per cent 
was allowed for prompt payment within 12 days. He added that 
the older outstandings related to disputed claims. 

The Committee suggest that special efforts be made by the 
Hindustan Steel Ltd. to set& early all ,the outstanding dues from 
the Government Departments, especially from the Railways, who 
are the principal debtors and also from the private parties. Where 
necessary the good offices of the Deptt. of Iron and Steel may be 
availed of. 

Irregularities in the purchase of ingot moulds-Para 14, page 36 

55. In January, 1958 Bhilai Steel Project entered into a contract 
with a firm for the supply of moulds and hot tops even though other 
firms who had tendered in that connection had offered to supply hot 
tops at very much lower rates, mainly on the consideration that 
this particular firm was the only firm which had tendered both for 
moulds and hot tops (184 moulds of 7-45 tons @; Rs. 15,482 
each, 100 moulds of 6.2 tons @ Rs. 14,138 each and 
100 tops @ Rs. 888 each). Prior to placing this order a team of ex- 
perts from the Project had visited the contractor's workshop and 
had confirmed that the firm would be able to supply the entire 
quantity by the due dates. As the firm had supplied only a negli- 
gible portion of the number of moulds ordered at the end of the 
scheduled de!ivery period, a second team of experts visited the 
workshop (in December 1958) and reported that (1) the contract 
price of Rs. 15,482 per mould was abnormally high; the fair price 
being about Rs. 3.000 each; (2) the contract price of hot tops at 
Rs. 880 was also very high, the quotation orginally received from 
another tenderer being Rs. 440 each; and (3) the firm would noi be 
able to keep to the schedule. 

The chemical test (suggested by the Second Expert Team in 
January 1959 and actually carried out in July 1959) revealed that 



the moulds were brittle and could not withstand even the first 
pouring of molten metlrll. The Project, therefore, cancelled the 
remaining order of 100 moulds (6.2 tons) and 50 hot tops from the 
conliract with the firm (August 1959). By then, 95 moulds (7.45 
tons) valuing Rs. 14.71 lakhs and 50 hot tops valuing Rs. 44,440 had 
been received. 

The Project authorj'ties on 21st August, 1962 filed a suit against 
the firm and their bankers for a refund of Rs. 12.23 lakhs inclusive 
of liquidated damages. 

The Committee enquired as to why an order was placed for the 
purchase of ingot moulds at a high price on a particular firm when 
other firms quoted lower price. The representative of the Hindus- 
tan Steel Ltd. stated that though 19 firms had responded to the 
tenders, it was the only firm which had quoted for both moulds and 
hot tops but since they were fomd incompetent, Indian Iron and 
Stcel Company were asked to make the moulds. When it was 
pointed out that the reason advanced that the tops and moulds had 
to be made together, did not hold good in view of the fact that 
orders had been placed for 184 moulds and 100 tops, it was stated 
that all the moulds were not used all the time. It  was admitted 
that the prices of moulds and tops were not known to Hindustan 
Steel Ltd. and they depended on the tenderers for this, as the par- 
ticular required size was not available in the country. As regards 
appointment of the first team of experts, the Secretary, Department 
of Iron and Steel stated that before placing the orders, a team con- 
sisting of a Soviet Expert and an Indian Engineer was sent by the 
General Manager to visit the works of the firm to ascertain the 
capacity of the firm for executing the order. The team reported 
that the firm could do the casting satisfactorily, and that though 
at that time the firm did not have full technical facility for the 
manufacture of ingot moulds, they should be able to take up the 
work in hand following their pro,gramme of reconstruction of the 
works. It  was further stated that one officer of the first team was 
no longer alive. The exglanation of the other had been called for 
and it was found that he had acted in good faith. 

In ~ e p l y  to a question regarding the appointment of a second 
team, the Secretary, Department of Iron and Steel stated that when 
the firm failed to supply the moulds, a second team was appointed 
to enquire into the reason for the delay in the supply. The team 
consisted of the Superintendent of the Melting Shop and another 
M e t  expert. 



As regards the suit filed by the Company against the Arm, the 
representative of the Hindustan Steel Ltd., stated that out of a total 
amount of Rs. 42 lakhs for the contract, the Hindustan Steel Ltd. 
had paid only Rs. 4-73 lakhs, and the suit for the recovery of 
Rs. 12.23 lakhs was in respect of damages, freight, interest etc. 
The Committee were further informed that the party had gone 
into liquidation; hence the Bank which was guarantor of the firm 
was also being sued. 

In  regard to the number of contracts given in the past to this 
firm and its performance, the Committee desired to have further 
information on the following points: 

(a) whether the firm who were awarded a contract for the 
supply of moulds and hot tops were awarded any other 
contract in the past also, and if so, how mans (showing 
the amounts of each contract) and what was their per- 
formance in these contracts, 

(b) whether they were given any other contract also after 
their performance in regard to the contract Lor the supp- 
ly of moulds and hot top was knowln? 

The information is still awaited. 

56. As regards delay of three years in filing a suit, the represen- 
tative of the Hindustan Steel Ltd. stated that first they had to make 
sure that they would get moulds from some other party. Enquiries 
were made for getting the moulds from the Indian Iron and Steel 
Company which took some time; negotiations with the firm for the 
refund of the money had also to be held; thereafter, legal advice was 
taken. 

The Committee are not satisfied with the explanation advanced 
by the representative of the Hindustan Steel Ltd. for placing the 
order (Rs. 42 lakhs) for the purchase af ingot moulds and tops at 
a very high price on a particular firm when other firms had quoted 
lower rates. It is unfortunate that ,no serious efforts were made to 
ascertain the normal price of moulds and tops before placing the 
order. The Committee regret to note that the order was placed on 
the firm for the supply of moulds and tops even though the firm did 
not have at that time fuU technical facility for the manufacture of 
ingot moulds. The supply depended entirely on the future pro- 
gramme of reconstruction of the works of the firm. The disclosures 
made by the second team of experts who visited the workshop of 
the firm about the abnormally high prices contracted fer and the 
fact that the moulds supplied by the firm were brittle and could not 



,urj,thstand the first pouring of the molten metal point to the need 
for an investigation for fixing responsibility for the irregularities 
which have involved' the project authorities into difficulties and a 
suit in the Court of Law. The Committee would like the entire deal 
to be investigated and be informed of the final outcome. 
Comments of the C. & A. G. under Section 619(4) of the Companies 

Act, 1956 on the accounts of the Hindustan Steel Limited for the 
year 1962-63 

(i) Physical verification of Stores, Bhilai 
57. The Company has not conducted the physical verification of 

the stores and spares (metal and refractories) worth Rs. 617.42 lakhs 
forming part of the total stores and spares valued at Rs. 2373.82 lakhs 
(at cost) as on 31-3-1963. 

As regards the physical verification of stores which was not con- 
ducted in Bhilai, the representative of the Hindustan Steel Limited 
stated that the contract in the case of Bhilai was different from Dur- 
gapur and Rourkela. In the case of Bhilai, the whole contract was for 
the entire integrated steel plant. The equipment which used to come 
by tonnages were not clearly specified in value. Moreover, them 
was no individual contract for blast furnace, coke oven battery, roll- 
ing mill etc. as in the case of Durgapur and Rourkela. The physicaI 
verification had been taken up which revealed a surplus of Rs. 53.6 
lakhs. The work would be completed in 5 or 6 months. 

The Committee desire that the physical veirfication of stocks 
which had been taken up may be completed early and the result 
communicated to them. 

(ii) Depreciation-Fixed Assets and Work-in-Progress 
58. Bhilni-A sum of Rs. 203 lakhs representing the cost of works 

certified to have been completed, has been included under work-in- 
pogress. This has resulted in an under provision of depreciation 
to the extent of Rs. 10 lakhs (approximately). 

The Committee enquired as to why the work costing Rs. 203 lakhs 
certified to  be completed, had been included under work-in-progress 
resulting in an under-provision of depreciation. The representative 
of the Hindustan Steel Ltd. stated that originally the capitalisation 
was done on a mere estimate basis. After completion of certain veri- 
fication of actual issues of stores and actual expenditure, completion 
reports were now being obtained. After this work was completed, 
the capitalisation would be reviewed and if depreciation had not been 
allowed adequately, this would be done. 

Rourkeb-The Company has not provided depreciation on Rail- 
,way line acquired from the Railways with effect from 141960 but 



capitalised in 1962-63 and also on build'ings and. other installations- 
completed in earlier years but not finally capitalised, though both 
the assets have been in use. The total depreciation on the above 
assets works out to Rs. 13.50 lakhs. Similarly no provision for 
depreciation has been made in respect of commissioning and other 
expenses amounting to Rs. 77-79 lakhs not capitalised although the 
plant unit to which the above expenses relate has already been com- 
missioned. The depreciation on the above sum works cut to 
Rs. 7-85 lakhs. 

As regards assets and expenses which had not bccn capitalised and 
non-provision of depreciation in respect of the railway line acquired 
from the Railways with effect from 1-4-1960, thc representative of 
fhe Hindustan Steel Ltd. stated Slat the raiiwag yard remained the 
property of railways till 1st September, 1963, and the Company had 
been making payments for certain hire and maintenance charges and. 
for the facilities. The capitalisation was made on a provisional basis. 

(iii) Balance Sheet 

(a) Current Assets-Locizs and Advances- 

Bl~ilai: Out of the total stores in transit on 31-3-1963 valuing 
Rs 124.67 lakhs, stores worth Rs. 19.63 lakhs pertain to the years 
1957-58 to 1961-62 which are yet to be located and adjusted. 

As regards certain stores pertaining to the years 1957-58 to 1961- 
62 which were not located and adjusted, the representative of the 
Hindustan Steel Ltd. stated that the stores valued at Rs. 120.36 
Iakhs had already been located and only stores worth about Rs. 4 
lakhs were in the process of being located. 

(b) Claims recoverable--Out of the total claims recoverable 
amounting to Rs. 100.92 lakhs. a sum of Rs. 24-37 lakhs representing 
settled/closed items has no: been adjusted in the accounts. 

In reply to a question, the representative of the Hindustan Steel 
Ltd., stated that this sum of Rs. 24.37 lakhs representing certain items 
of claims recoverable had now been adjusted. 

(iv) Profit and loss accountRourkeln 

The Company has taken a credit for Rs. 11.84 lakhs representing 
the difference between the sale price charged on steel ingots supplied 
to a private firm during 1960-62 and the retention price fixed subse- 
quently in the accounts for the year 196243. This claim for the dif- 
ference had neither been accepted by the firm nor entertained by t h e  



Iron and Steel Controller for reimbursement. In this connection, the - 
representative of the Hindustan Steel Limited stated during evidence 
that the Company was asked to supply the ingots to Tatas on a pro- 
visional price. The price was to be fixed afterwards. Now Hindus- 
tan Steel Ltd. were pointing out that retention price had increased 
by a certain date and the amount had not been paid. So, an appeal 
had been made by Hindustan Steel Ltd. to Government. 

The Committee find from the Audit comments and the facts 
placed before them in the course of evidence that certain items 
which were not to be taken credit of, have been included in the cre- 
dit side. The Committee feel that to that extent the profit and loss 
account will be affected. Since it is desirable-that thc profit and 
loss account and the balance sheet of the Company should give accu- 
rate and correct picture of their working, the Committee desire that 
the Hindustan Steel Limited should take suitable measures so that 
such lacuna do not creep in the accounts. 

Cool Washery Protert 

59. The Company had not made any provision for the reclamation 
charges payable to a contractor at Re. 1 per ton while valuing the 
closing stock on middlings aggregating to 1.96,344 tonnes on the basis 
of selling price determined less expenditure to be incurred. 

Asked as to why provision was not made in the accounts for the 
reclamation charges payable to a contractor, the representative of 
the Hindustan Steel Ltd. replied that the expenditure had not yet 
been incurred and would bc charged when incurred. 

In the opinion of the Committee, when the iiability for increasing 
reclamation charqes was known. the sntnc should hnve hee :~  taken 
into consideration in valuing closing stock of midd!ing<. 

(iv) Hindustan nlachinc Tools Limited. 

Para VII of Audit Report 

General. 

60. Hindustan Machine Tools Limited was formed on the 7th Feb- 
ruary, 1953 with an authorised share capital of Rs. 12 crores to take 
over the machine tools factory set-up by Government of India in 



.collaboration with Messrs. Oerlikons of Switzerland. The paid up 
capital of the Company was Rs. 5.31 crores as on the 31st of March, 
1962. The original agreement executed in 1949 provided for a parti- 
cipation in the share capital of the Company by Oerlikons to the ex- 
tent of 10%. This agreement was revised in March, 1957 under which 
the foreign firm ceased to have any interest in the share capital. 

Production-Pam VII, Sub-pam 3, pages 37-38 

Under the recommendation of Machine Tools Committee appoint- 
ed  by the Government of India in 1956, four types of Machines were 
allotted to Hindustan Machine Tools, viz., lathes, milling machines, 
-grinding machines, and radial drilling machines. In order to manu- 
facture these machines, the Company entered into agreements with 
four firms, viz.,  MIS. Batignolles Britz Wehner, Olivetti and Hermann 
Kolb, apart from Oerlikons. The Company also entered into techni- 
cal collaboration agreements with MIS. Limex for a variety of ma- 
chines and M/s. Renaults for special purpose machines. 

The production programme drawn up in 1955 was for a total fac- 
tory capacity of 400 H-22 lathes per year by working s i n a e  shift 
only. The Board of Directors, in May, 1956, decided to increase the 
production targets by 24 times ( i .e .  1000 H-22 lathes per year) by 
introducing multiple shifts. The capacity of the factory was increas- 
ed by adding a second unit which was completed in July, 1961. This 
second factory had not gone into full production till the end of 1961- 
62 and, therefme, the remarks given below refer only to the first 
factory for the five year period, 1956-57 to 1960-61. 

In the Company's Annual Report for 1960-61 it had been stated 
that 1,002 machines were produced during that year; but this total 
figure of diversified machines included Milling Machines, Radial 
Drills, Grinding Machines, Turret Lathes, etc. The Company had 
fixed various labour hours for the various types of machines and 
they were in most cases different from the labour hours required 
for producing H-22 lathes. Therefore, a comparison of the total 
number of diversified machines produced with the target Axed in 
terms of H-22 lathes, namely, 1000 will not be correct. The follow- 
i n g  table gives the target of production and the actual production 



worked out in terms of labour hours fixed by the Company. 

r .  Targets (in terms of H-22 
lathes) as fixed by thc 
Board by working mul- 
tiple shifts 135 400 600 Roo 1000 

2. Production (in tcrms of H-22 
lathes) on the basis of 
standard hours fixed by 
the Company 135 419 559 643+1 793 

---- - - + 32 

(Noke 1: The additions against items 2 from 1959-60 onwards 
indicate the machines -for which standard hours were not 
available. 

Note 2: The management have stated that some special acces- 
s0rie.s in addition to the machines mentioned above were also 

by the factory during the period under considers- 
tion.) I 

Included in the figures mentioned against item 2 in the state- 
ment given above are the machines assembled from ready-to-assemble 
parts supplied by several licencees under their respective agreements 
during 1957-58 to 1960-61. The details of the numbers so assembled 
are given below: - 

During evidence, the representative of the Ministry of Steel, 
Mines and Heavy Engineering explained that the target was not fixed 
in terms of production of H-22 lathes alone. In 1957-58 there was a 
steep fall in the demand for H-22 lathes. The Government of India 
also appointed a Committee which went into the requirements cf 
other types of machine tools. Therefore, in addition to H-32 lathes, 
other machines like milling machines, radial drilling machines and 
gear- cutting machines, which were less sophisticated and less costly 
were also produced. The figures of targets were fixed on the basis 
of the market demand. The representative of the H.M.T. added 
that a t  the time when the target was fixed for a period of 5 years, 
they had no idea about the capacity, the man-power or standard 
hours required for the production of machines. When every year 
they took u p  new designs, the details like standard hours, manu- 
factuhng time etc. required for the production of machines were 
also not available. When target in 1956 was fixed, they had only 



roughly estimated the personnel, machines and man-hours required. 
Persons were recruited and trained and orders for the purchase of 
plants and equipments which were necessary for the production 
of machines were placed. For all these reasons, 
i t  was difficult for them t o  fix the target exactly in 
terms of various split-ups of the machines to be produced. The 
Committee equipped about the total production of H.M.T. in terms 
of value. The representative of the Ministry stated that the actual 
value of production year bv year in terms of different types of 
machines produced and in terms of selling price was as follows: 

Rs. 51.35 lakhs in 1956-57. 
Rs. 161- 64 lakhs in 1957-58. 
Rs. 213.61 lakhs in 1958-59 
Rs. 243.32 lakhs in 1959-60. 
Rs. 351.49 lakhs in 1960-61 

The targets in terms of number of diversified machines for the 
years 1961-62 and 1962-63 were stated to be 1200 and 1600 respective- 
ly - 

The representative of the Ministry claimed that in terms of the 
converted value of the lathes, the factory was well above the total 
value of the targets. The witness added that their production includ- 
ed machines assembled from redy-to-assemble parts. But they form- 
ed only a very small proportion of the total number of machines pro- 
duced. 

As regards assessment of the production in terms of man-hours, 
it was admitted that the time spent on non-standard nature of work 
like jigs and fixtures had not been taken into account. 

The Committee enquired about the targets of production in terms 
of H-22 lathes fixed by the Board of Directors for. the years 1961-62 
and 1962-63 and the actual production in terms of H-22 latl~cs during 
these years. The witness promised to furnish the information. The 
Committee also enquired about the percentages in terms of money 
value, of imported components used in H-22 lathes and othcr machine 
tools manufactured or assembled during each of these two years. 
The witness promised to supply the information. It  is still awaited. 

The Committee observe that the figures of production included 
machines assembled from ready-to-assemble parts. It  was admitted 
by the witness that the assembly of machine took from imported 
ready-made parts required less time than the actual production of' 



-complete machine tools from raw materials. The Committee, there- 
fore, feel that in order to, present a correct picture of production, 
the figures of production in both cases should be maintained and 
shown separately by the Company in their documents. 

The Committee feel that fixation of targets on the basis of value 
,of production in terms of selling prices will only give an unrealistic 
picture. 

The Committee also suggest that a uniform procedtlrc on the basis 
of standard men hours should be adopted by the Company while 
fixing the targets so that there can be no ambiguity in judging 
.actual performance against these targets. 

Low Utilization of productive hours-sub-para 4, page 38 

61. The following statement gives the details of production of 
High Precision Lathes (including work-in-progress) during 1960-61 
and 1961-62 and the number of standard and actual labour hours 
charged against them: - 

1960-61 1961-62 
(I) Number of machines complctccf and those u n h  

production but not fully com$etcd in terms of 
H-22 1:ltli~~ . 9s I 1,270 

(2) Total number of labour hours chargcablc t o  
manufacture :tnd asscmbly of the lathcs produccci 
at the prejcl.i~>c'ri stanLlard of 1077 hours 
per lathe . . Y , P . ~ ? ?  1367,790 

(3) Total number ofhb:YJr  our.;. a - ~ u a l l s  ilti1ist.J h r  
manufacture and asscrnbly of the lathes . . I - , I  1.191 19,80.++9 

8 

The managc;l?cnt had st-itcd that  the standard hoi~rs  fiscd for the  
various types Lvcrc hascd on E u ~ m p w n  standards and had not been 
converted to suit Indlan cond~tlons. They had further held that  

.allowance was to be ~ n a d c  for  rejections, rectifications and for  addi- 
tional time to b~ alion.~>.l fur matel-ids no!>-cmforming to specifi- 
cations ctc. In adtillion, tlicw u'as a Ivss in efiiciency due to diversifi- 
cation of production by taking u p  ncw items for nx~nufacture.  

With regard to t ! ~  ulilisation of labour hours in esccss of the  
.standard fixed, the representative of the Ministry stated in evidence 
that in considering the number of different machine tools produced 



they had not taken into account the substantial volume of work done 
for non-standard items including accessories, jigs and fixtures. If this.. 
factor was taken into account, the excesi utilisation of labour hours 
would come down very substantially. Secondly, they had borrowed 
the standard of performance of the European collaborators. In the 
beginning their man-power was not up to the mark of European 
standard but now they were much nearer to the European standard. 
'The percentage of their efficiency in terms of one unit of foreign 
labour had increased from 577, in 1960-61 to 857, in 1963-64.1 They 
hoped to be approximately closer and closer to the ~ u r o ~ e a n '  stand- 
ard over the next 3-4 years. The Committee were, however, inform- 
ed by Audit that 17,11,191 were not the total working hours of the 
Company. According to the figures available with Audit for 1960-61 
the effective hours available for production were 28,44,803. Out of' 
this capital orders consumed 47,320, fixtures, etc. 2,38,513, tools 70734; 
manufacture and assembly 18,75,069, outside jobs 37,208, idle time, re- 
pairs and maintenance etc. 5,75,959. The Secretary of the ~ i n i s t r ~  
promised to look into the matter. The Committee would like to be 
furnished with a note on the subject. 

In the meantime the Committee trust that every effort would be 
made to improve the efficiency of the labour so that it reaches the 
European standard without undue delay. Given adequate expe- 
rience, proper working conditions and necessary supervision and 
guidance, the Committee see no reason why the standard of perfor- 
mance in Indian factories should be lower than in European coun- 
tries. 

Cash Credit Arrangements with Private Banks-sub-para 5, page 39 

62. According to the recommendations of the Reserve Bank of 
India the funds of the statutory bodies and Government Companies 
in which the Central Government was a shareholder to the extent of '  
51 per cent or more should be invested in the State Bank of India 
or its subsidiaries. The Ministry of Commerce and Industry, who 
was the coordinating authority with regard to all policies concerning 
Industrial and Commercial Corporations in the Public Sector, also 
accepted this suggestion in principle. It was, however, noticed that 
the Hindustan Machine Tools was banking with a scheduled bank. 
The Board of Directors of the Company resolved on the 17th April, 
1957 that the Bank balance might be transferred to the State Bank 
of India maintaining a small amount with the United Commercial 
Bank. This decision could not be enforced as the State Bank of India 
was not willing to participate in this arrangement jointly with the, 
United Commercial Bank. The Company thereafter continued t h e  



banking arrangements with the United Commercial Bank Limited. 
The Ministry of Commerce and Industry, to whom the matter was 
referred, had intimated that the procedure for investment of funds of 
local bodies and quasi-commercial institutions was under examina- 
tion by the Minintry of Finance (Department of Economic Mairs ) .  

With regard to the proposal to transfer the Bank balance from 
the United Commercial Bank to the State Bank of India, as required 
according to the principle accepted by Government on the recom- 
mendation of the Reserve Bank of India, the representative of the 
Ministry stated during the course of evidence that Government had 
not yet taken a decision over it but a decision was likely to be taken 
any time now. Describing the background of the case, the witness 
stated that originally Hindustan Machine Tools had accounts with 
the Imperial Bank of India and the Central Bank of India. Some 
time, thereafter, the United Commercial Bank, long before the recom- 
mendations of the Reserve Bank of India, offered to open a branch in 
the factory's own premises, with the facility for free remittances. In 
addition they offered lower rate of interest on cash-credit facilities. 
For these considerations an account was opened with the United 
Commercial Bank. In 1957 when the recommendation of the Reserve 
Bank of India was made, Hindustan Machine Tools administration 
recommended to the Board of Directors that the bulk of the amount 
might be transferred to the State Bank of India and considering 
their (H.M.T.3) past association with the United Commercial Bank 
and as a token of their confidcnt.e in them. a small balance might be 
kept with the United Commercial Bank. Unfortunately the State 
Bank of India refused to accept that condition and, therefore. H.M.T. 
account remained with the United Commercial Bank. It was added 
that in the Pinjore Factory also the Account had been opened with 
the United Commercial Bank who had opened a Branch in that Fac- 
tory. The witness further stated that if a directive was given to 
them in this matter, the Board of Directors would abide by it. To 
a question whether the State Bank of India was asked to open a 
branch in the factory premises, and give similar facilities. the repre- 
sentative of H.M.T. replied in the negative. 

The Committee regret to note that although more than seven 
years have passed since the Reserve Bank of Indin recommended' 
that funds of statutory bodies and Government Companies should 
be invested in the State Bank of India or its subsidiaries which was 
accepted by Government in principle, no decision has been taken so 
far in thfs regard. The argument put forth by the representative of 
the Ministry that due to their past association with the United Com- 
mercial Bank it was not considered desirable to transfer the whole 



:amount to the State Bank of India is hardly convincing (Accord- 
ing to the Annual Report of 1962-63, the Bank Balances of the 
H.M.T. with the scheduled Banks on 31st March, 1963 e r e  
Its. 89,51,552). The C o d t t e e  are of the view that once the recom- 
mendation of the Reserve Bank of India had been accepted ,by Gov- 
.ernment in principle, the Bank account should have been trans- 
ferred to the State Bank of India by the H.M.T. without any reser- 
vation. They desire that the decision of Government in the matter 
should be expedited and the Bank account of H.M.T. transferred to 
the State Bank of India without any further delay. The Committee 
would like Government to ensure that the recommendations of the 
Reserve Bank of India in this connection, which have already been 
accepted in principle, are also implemented in practice. 

Advance from Government-Sub-para 6, page 39 

63. In 1-41960, the Company had a cash balance of Rs. 9.76 lakhs 
.and no over-draft. During 1960-61 and 1961-62, the Company 
received an advance of Rs. 175 lakhs from Government of which 
Rs. 150 lalihs were for the Watch Project and Rs. 25 lakhs for the 
thlrd Machine Tool Factory at  Pinjore. Out of this, an expenditure 
of Rs. 37 lakhs (Rs. 33 lakhs on the watch project and Rs. 4 lakhs 

*on the third Machine Tool Factory) was incurrcd upto 31st March, 
1962, thus leaving a balance of Rs. 138 lakhs against this receipt of 
Rs. 175 hkhs.  On 31st March, 1962. however, the actual cash balance 
was Rs. 1.23 lakhs and the over-draft Rs. 8 6 6 1  lakhs which indicated 
that the amount of Rs. 136.77 lakhs (Rs. 138 k k h s  minus Rs. 1.23 
lakhs) had been diverted for use elsewhere. 

In evidcwc, the reprcsenhtivc of the Hindustan Machine Tools 
stated that to some extent they had utllised the advanccs made by 
Government for capital expenditure/revenue expenditure or for 
day-to-day requirements of H.M.T. Factories I and 11. All this was 
due to the fact that they had only one account with the Bank. They 
were unable to check a t  cvcry stage whether the money was utilised 
for the particular purpose for which it had been given. The witness 
further stated that out o f  Rs. 1.5 crores which were made available 
to them for the waich factory (meant for capital projects), t h ~ y  had 
to set aside about Rs. 90 laiths towards the purchase of capital equip- 
ment for the watch factory by way of bank guarantee for deferred 
payments. Therefore, only a small amount was left for the pur- 
chase of capital equipment in the subsequent months. The represen- 
tative of H.M.T. admitted that there might have been a temporary 
diversion of funds and assured the Committee that in future they 
would observe the fiscal discipline in utilisation of the Government 

:funds. 



The Committee enquired the extent to which H.M.T. had aetn- 
:ally spent the amount of Rs. 150 lakhs contributed by Government 
towards share capital for the 111 Factory for the purpose for which 
it was given; the amount of balance, if any, and how the balance was 
utilised. The witness promised to fbmish the information. It i. 
still awaited. 

64. As regards the diversion of a sum of Rs. 136.77 la& to 
purposes other than that for which it was sanctioned, the represen- 
tative of the Ministry stated that the procedure adopted was nolt 
authorised by Government nor was it done with their knowledge. 

The Committee view with concern that there had been diver- 
sion of Government funds amounting to Rs. 136.77 lakhs and a, 
.check was exercised by the H.M.T. to see that money was utilised 
for the particular purpose for which it had been given. It is all the 
more regrettable that the diversion of funds was restored to without 
the knowledge and approval of the Ministry concerned. 

The Committee were assured during evidence that in future b- 
cal discipline in utilisation of Government funds would be observed. 
They trust that such' cases will not occur in future. They would, 
however, like the Ministry of Finance to issue strict instructions 
a n  the subject. 

The Committee also note that a large sum of Rs. 175 lakhs had 
been disbursed to the Company by Government far in advance d 
actual requirements. This in the opinion of the Committee, ir 
wrong in principle. They would like the Ministry of Finance to 
look into this aspect and lay down principles to be followed at  the 
aime of disbursing funds for specific purposes. 

(v) NATIONAL COAL DEVELOPMENT CORPORATION 

Paras VIII-Pages 40-46 

Delay in the finalisation of the ternas of transfer-page 40, sub-pato I. 

65. The National Coal Development Corporation Limited started 
with effect from the 1st October, 1956 with an authorised capitd of 
2447 (Aii) LS.-7. I 



Ria 50 crores wholly financed by the Central Government. At the 
time of incorporation they took over eleven State Collieries with 
their assets and liabilities. Although more than six years have 
elapsed since zhen, the terms of the transfer of assets of the book 
value of Rs. 9-37 crores and the liabilities amounting to Rs. 1-23 
crores from these collieries have not yet been finalised and are stated 
to be (in August, 1962) under negotiation with the Government of 
India. The paid up capital of the Company on 31st March, 1962 
was Rs. 30.81 crores. 

Tracing the background, the representatives of the Ministry of 
Mines and Fuel and National Coal Development Corporation stated 
that the collieries in question were taken over by the Government 
of India from the Railways in 1944. These remained under the 
ownership of the Government of India till 1956 when the N.C.D.C. 
came into ,being. The then Controller of Coal Accouc's prepared a 
balance-sheet of these collieries as on 30th September, 1956. This 
Balance-Sheet was considered by the Board of Director: of the Cor- 
poration and they desired to be furnished with fuller details with a 
view to ensuring that the balances mentioned in the Balance-sheet 
were effective balances. On being informed of the views of the 
Board of Directors, the Government of India decided in March, 1957, 
that the assets and liabilities should be provisionally transferred to 
the Corporation, subject to adjustment to be made later on, on the 
basis of effective balances to be worked out. 

The Committee desired to know the reasons for the abnormal de- 
lay (of over six years) in the settlement of the terms of transfer. 
The Secretary of the Ministry stated that, according to the advice 
tendered by the Ministry of Law, topographical maps of the collie- 
ries were required to be attached, as a part of the document of final 
transfer from Government to N.C.D.C. The collieries being very old 
(two having been started nearabout 1897), the topographical maps 
were not traceable. Nor were the lease deeds available in fuil de- 
tails. This necessitated fresh survey of the collieries. In reply to a 
question, the Managing Director, N.C.D.C., stated that it took 6-8 
months to prepare the topographical maps. 

The Committee are not convinced that the abnormal delay in asses- 
dng the assets and liabilities in this case wa:; unavoidable. All the 
eleven collieries, even though some of them might be very old, were 
owned by the Government of India. These were transferred to a 
Government Corporation. Therefore, there ought not to be any diffi- 
culty in the matter of assessing the assets and liabilities. The only 
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reason that would be responsible for the difficulty could be the fact 
that Accounts of these collieries and the records of topographical 
maps had not been maintained properly by the original owners (Gov- 
ernment Departments). Such lapses, in the opinion of the Committee 
are serious and merit special notice and remedial action. 

The Committee hope that now that the topographical maps have 
bcen prepared, there would be no further delay in effecting final 
transfer af the Assets and Liabilities to the Corporation. 

66. As regards the latest position regarding the determination of 
effective balances of liabilities, the representative of the Ministry of 
Mines & Fuel stated that on the basis of available records the Cor- 
poration had compiled certain figures, to verify which Government 
had appointed a special officer in March, 1962. Of the 91 Registers 
relating to Deposits, the special officer had completed the examina- 
tion of 45 Registers and of the 87 Registers relating to liabilities. he 
had completed the examination of 82 Registers. He hoped t n a ~  the 
work would be completed by the close of the present financial year- 
In reply to a question, the representative of the Ministry or" Mines 
& Fuel admitted that the Special Officer should have been appointed 
earlier. 

The Committee are surprised to learn that the Special Officer was 
appointed for the determination of balances six years after the event. 
The Corporation and Government must have been aware of the posi- 
tion relating to effective balances of liabilities from the very begin- 
ning. The Ministry have shown a lack of initiative in this matter 
which is regrettable. The Committee would like to be apprised t e  
the results as soon as the work is con~pleted by the Special Officer. 

67. It was reported by the Auditors in their supplementary re- 
port for 1962-63 that the assets taken over from the State col!icries 
in 1956 included an amount of Rs. 41.33 lakhs in respect of  book 
debts which had remained unrealised even by 31st March. 1963. The 
financial Controller to the Corporation stated that book debts of the 
value of about Rs. 183 lakhs as on 30th Septembser 1956 were taken 
over by the Corporation. Of these, the debts amounting to ahnut 
Rs. 143 lakhs had since bcen realised, leaving a balance of about 
R.s. 40 lakhs. The parties against whom tha debts were outstanding 
were known to the Corporation, and efforts were being made to rPa- 
lise the amounts from them. In rcplv to a question, the witness 
stated that out of the balance of Rs. 40 lakhs, the amount due from 
private parties would not exceed Rs. 1 lakh. The Committee hope 
that the efforts of the Corporation to realise the outstanding debts 
(about Rs. rkO lakhs) from parties known to them would bear fruit. 
They would like to be informed of the result of the efforts. 



P r o d v e t h  targets and tactual product~on-~a8er 4-42, aub-para 2 

68. The annual production of coal at the commencement of Second 
Five Year Plan from the eleven collieries owned by N.C.D.C. was 
2.9 million long tons. The target set up in the Second Five Year 
Plan was 13.5 million long tons per year and the additional out-put 
of 10:6 million tons was proposed to be raised in the following 
manner : -4, i 

(Million Long Tons) 
From existing collieries . .  0.6 
From New Coal Mines to 

be developed in Madhya 
Pradesh and Bihar .. 10.0 

TOTAL . .  10.6 

The Company had, however, been fixing targets from year to 
year which in certain cases were very much below the production 
capacity of these collieries. It has been stated that this has been 
done to suit- 

(i) clearance of large accumulated stocks, and 
(ii) restricted availability of railway wagons. 

Nine new collieries were opened by the end of the Second Plan 
period bringing the total number of working collieries to twenty. 
The targets fixed by the Corporation and actual production in these 
collieries for the year 1960-61 and 1961-62 are given below- 

(Million Long Tons) 

Target Actual Target Actual 
Produc- Produc- 
tion tion 

Old Collieries . 5 - 8 1  4.79 1 
5.87 5 '95  

New Collieries . 7.79 3 - 1 4 J  (6.05 M.Tonnes) 

NOTE:-Targets of production and actual production in respect oi Bhurkund. 
(New) and Kurau  (New) have not been shown under new 
colllenes as they were merged with old Bhurkunda and Kurasia 
collieria. 



I t  would thus appear that the total production of coal (7.93 million 
tons) achieved by National Coal Development Corporation in 1960-61 
was 59 per cent approx. of the target. 

For the k t  year of the Third Five Year Plan (1961-62) the target 
of production was fixed by the Corporation at 5-87 million long tons 
or only 43.16 per cent of the target fixed for 1960-61. Against this 
the actual production was 5.95 million long tons. It  was stated 
that this scaling down of the target from 1961-62 had to be made due 
to the heavy accumulation of stock at the pitheads during the last 
quarter of the previous year (1.86 million tons valued at Rs. 3.35 
crores) . 

The accumulation of these stocks was explained as due nut only 
to the restricted availability of Railway wagons but also to the linli- 
ted line capacity, which could not cope with the increased volume of 
production during the last quarter of the Second Five Year Plan 
(January-March, 1961). It was stated in this regard that the 
N.C.D.C. had decided to demonstrate its capacity to achieve the 
target rate laid down for the last year of the Second Five Year Plan, 
irrespective of the available transport capacity. The production 
during the year 1962-63 (7.76 million tons) was also below the leveI 
reached in 1960-61. The witness further added that the transport 
position had since considerably improved, and as a result, the pithead 
stocks had come down to 5 lakh tons from 1-86 million tons as on 
1st April 1961. The present production capacity of the N.C.D.C. 
was 141-15 million tons (as against the target of 30.5 million long 
tons fo; the last year of the Third Five Year Plan). and could be 
achieved, given sufficient transport and demand. The actual pro- 
duction was, however, still well below the developed capacity. The 
limitation on production. at present, was, however, not so much 
placed by inadequacy of transport as by slump in the non-coking 
lower grade coal market-the qualitv mainly produced by the 
N.C.D.C. 

In reply to a question, the representative of the Corporation ad- 
mitted that due to the scaling down of the targets of production. a 
large proportion of the machinery was rendered idle, and the workers 
laid off, resulting in increase in overhead charges. and a corres- 
ponding reduction in profits. In  open cast mines, however, as the 
machinery engaged in actual production could also be utilisecl for 
renewal of over-burden. it was possible to reduce the idle working- 
hours. The Committee were also informed that the profit of the 
Corporation was at present Rs. 2 per ton. The profit would have 
been Rs. 3-50 per ton had the Corporation produced their full cnpa- 
dty. 



The Committee learn with regret that initially due to inadequacy 
of transport, (shortage of wagons as well as line capacity) and later 
nlostly due to slump in thc market, the production of coal had to be 
deliberately kept down. This only indicates that initial targets were 
not fixed realistically. Since scaling down of ,production below the 
targets initially fixed results in a large proportion of the machinery 
being rendered idle and workers laid off, the Committee desire the 
Government and the Corporation to make long-terms planning with 
the help of the Ministry of Railways and Transport and maintain 
close liaison amongst themselves so that such situations do not arise 
in future. 

69. In reply to another question, it was stated that the overall 
target of production to be achieved by the Corporation in the last 
year of the Plan was laid down by the Planning Commission, and the 
fixation of year-wise and colliery-wise targets was left to 
the Corporation itself. Year-wise targets had, however, not been 
fised for the Third Plan period. The Committee desired to be fur- 
nished with a statement setting forth the yearly targets and actual 
production of each colliery under the control of the Corporation for 
the Second Plan period. The representative of the Corporation pro- 
mised to furnish the requisite information later. This information 
is still awaited. 

Transpat of Coal 

70. The Committee enquired whether in view of inadequate fnci- 
lities for transport of coal by rail, it was proposed to develop other 
means of transport. The representative of the Ministry of Mines & 
Fuel stated that a team of experts had been invited from the W:dd 
Bank to go into the question of transport of coal by various means 
including pipe-lines. This team had submitted an interim report. 
and were expected to submit the final report by the end of March, 
1964. In reply to a question, the witness stated that tronspr~rt of 
coal by pipelines (in the form of slurry mixed with water) was 
economical in certain conditions; for instance, 7 - b . i i ~ ~  P U R ~ T ) C G !  direct 
from the source of supply to the consuming unit. In fmeign coun- 
tries, efforts were being made to pump to distances o f  even 100-150 
miles. As regards the development of river transport capaci!:.', it 
was stated that last year (1962-63). a few consignments were scnt by 
means of boats. The cost was, however. excessive, as  the boats were 
small, and the Government had to start from a scratch in thc matter 
of navigational aids. 

The Committee muld l i e  to know the result of the study by the 
experts and the action proposed to be taken thereon by Government 
to improve facilities for transport of coal by means other than rail. 



LOSS due to 'fire 
71. Due to heavy accumulation of stock (73,802 tons) a fire broke 

'out on the 26th May, 1961 in the Old Kurasia Colliery (Madhya 
Pradesh) and the mine had to be closed down. It was re-opened 
on the 8th May, 1962 after about a year. The total loss of produc- 
tion during this period on the basis of average monthly production 
of 83,101 tons during January to May 1961 comes to 9,14,118 tons 
valuing over Rs. 2 crores (at Rs. 22 per ton). In addition, up to 
the end of November, 1962, an expenditure of Rs. 40.15 lakhs was 
incurred for extinguishing the fire. In 1960-61, the colliery made a 
profit of Rs. 48-61 lakhs, but in 1961-62 the working results showed 
a loss of Rs. 20.93 lakhs. 

The Enquiry Committee set up by the Board to investigate into 
the causes of this fire reported that it was due to the spontaneous 
heating of large piles of loose coal which had been heaped in the 
quarry itself contiguous to the mouth of the underground gallery. 
The representative of the N.C.D.C. stated that the fire was initially 
caused by the falling of loose coke (slack coal) from the roof, and 
the large stocks accumulated at the pitheads added to the extent of 
fire. In reply to a question, the representative of the Corporation 
admitted that they were aware of the risks attendant upon heavy 
accumulation of stocks at the pitheads (viz., possibility of fire and 
deterioration in quality), but added that having taken the decision 
to demonstrate the Corporation's capacity to achieve the target 
during the last quarter of the Second Five Year Plan. there was no 
other alternative. As regards the remedial measures, he stated that 
the stocks were being completelv blanketed with mud. These stocks 
were also being cleared. Other precautions against fire in under- 
ground mines were also being taken. 

While the Committee arc glad to know about the remedial mea- 
sure5 which are being taken to avoid lossrs by fire they cannot find 
any jnstification for not taking a c h  measures as soon as stocks had 
begun to accumulate. Thev also feel that in anticipatiqn of the 
accumnlation of storks. the N.C.D.C. should hare taken a decision 
to scale down the production at the appropriate time. In their opi- 
nion, it was hardly prudent on the part of the Corporation to dis- 
play their capacity to aclricvr the target dospite heavy accnmulation 
and attendant risk of fire which eventually resulted in a total loss 
of about Rs. 2-40 crares to the public exchequer. 

Loss due to deterioration in qualit? of cod 

72. There had also been loss due to deterioration in the quality 
of coal stocked in various collieries which has been assessed at  



Rs. 16.70 lakhs. The loss had been deducted from the opening stocks. 
of coal for 1961-62 with the respective collieries. 

The Committee referred to the loss amounting to Rs. 16.70 lakhs 
due to deterioration in quality, in respect of which the Corporation 
had stated that it was based on a liberal assessment made at the end 
of March, 1962, and that during the current year there was a possi- 
bility of some credit being available due to recovery of stocks em- 
bedded in the ground. The representative of the Corporation stated 
that it had not been possible to recover the blanket coal from the 
Kurasia colliery, and that the figure of Rs. 16.70 lakhs remained un- 
changed. 

The Committee are sorry to learn that a loss of Rs. 16.70 lakhs 
occurred due to deterioration in quality of coal stocked in variws 
collieries. The Committee would impress upon the Corporation the 
need to avoid such losses by taking preventive measures at appro- 
priate time. 

Plunt and Equipment, Page 42, sub-para 3 

73. A mention has been made in para 102 of the Audit Report 
1962 on the Appropriation Accounts of the Central Government 
1960-61 regarding purchase of two walking draglines. These drag- 
lines have not so far been commissioned (23rd November, 1962). In 
addition it was noticed in Korea Colliery that a P. & H. Model 1855 
crawler-mounted dragline purchased from U.S.A. at a cost of Rs. 22.88 
lakhs and received in September, 1960 had not been assembled fully 

'and commissioned till as late as 23rd November, 1962. 

The Company have also transferred to Stores, Plant and Machi- 
nery valuing Rs. 120 lakhs which were in use during previous years 
but were not used for more than 30 days during 1961-62 due to  
curtailment of production. 

The representative of the N.C.D.C. informed the Committee that 
the first dragline [(referred to in para 27 of the 7th Report of the 
Public ~'ccounts Committee (Third Lok Sabha)] had arrived in 1961 
and the second in April, 1962. The completion of the Railway line 
to the (Bisrampur) colliery where the draglines were to be installed 
was delayed by about a year. m e  assembly of these draglines was 
started by the manufacturers' engineers in October, 1962. The first 
dragline was expected to be ready for commissioning in January, 
1964 and the other in another 4-5 months. The witness stated in 
this connection that the assembly of a plant of this size took about 
1614 months wen in a country like the USA.  wherefrom the. 



machines had been imported. In reply to a question, the witness. 
stated that there was no stipulation in the contract regarding the- 
period within which the assembly was to be completed. 

As regards the crawler-mounted dragline (received in Septem- 
ber, lW), it was stated that the boom of the dragline (about 75 ft- 
long) was damaged in transit from the U.S.A. to India. When the 
dragline arrived in India, a claim for replacement of the boom was 
made on the suppliers who accepted it. The period of replacement 
wa,s, however, very long. In the meantime, the Corporation decided 
to cut the damaged boom, and to utilise it, after welding. For this 
purpose special type of elecbodes had to be imported. The new boom 
had just arrived at the port. The dragline was expected to be com- 
missioned by April, 1964. 

The Committee would like to be informed when the two walking 
draglines and the crawler mounted dragline are actually commis- 
sioned. They would also like the Corporation to ensure that delays 
involved in assembling such costly machinery are reduced to the 
minimum. 

74. The Committee referred to the plant and machinery (valuing 
Rs. 120 lakhs) transferred to the Stores due to curtailment of 
production, and enquired about the prospects of their utilisation 
in the near future. The representative of the Corporation stated 
that as the production was gradually increasing, the whole machinery 
was r-;pcctcd ? n he uti:isc3. The Committee may be informed of the 
latest position regarding the utilisation of the plant and machinery. 

Stores-Page 42, sub-para 4 

75. The closing stock of stores and spare parts etc. had increased 
from Rs. 60.78 lakhs on the 31st March, 1957 to Rs. 1,059..03 lakhs 
(or 1,742.4 per cent) on the 31st March, 1962. During the corres- 

ponding period the consumption of stores had only increased from 19.30 
lakhs to 79.89 lakhs or 414 per cent. It has been stated that the 
heavy accumulation of stores is due to the practice of purchasing 
stores and spare parts up to 15 per cent of the value of the equ ip  
ment along with the equipment. The closing stock of stores on 31st 
March, 1962 has not also been reconciled with the stock registers 
where the balance stood at Rs. 1,083.90 lakhs. The difference of 
Rs. 24.87 lakhs has been stated to be due to an amount of Rs. 24'48 
lakhs pertaining to the nre-Corporation period which is to be settled 
along with the overall settlement of the assets and liabilities trans- 
ferred from the Ex-state Collieries and Rs. 0.39 la& relating to 



1961-62 awaiting investigation and adjustment. In addition, there 
is a difference of Rs. 6.59 lakhs between the actual ground balance 
of stores and the balances of the stores ledger. This amount has 
been kept in suspense pending adjustment. 

The Financial Controller of the Corporation stated that the figures 
of closing stock, referred to in the Audit para, could be broken up 
in three parts: (i) plant and equipment; (ii) construction materials; 
and (iii) consumable stores and spare parts. The closing stock of 
plant and equipment had gone up from Rs. 12 lakhs as on 31st March 
1957 to Rs. 370 lakhs as on 31st March, 1962. The figure of Rs. 370 
lakhs included plant and equipment purchased for new and deve- 
loping collieries; the dragline alone accounting for Rs. 2 crores. The 
construction materials were mostly iron and steel 
and cement required for developing collieries. The 
figures of these materials had gone up from Rs. 6 ,lakhs as on 
31st March, 1957 to Els. 128 lakhs as on 31st March, 1962. As regards 
consumable stores (including spare parts), the closing stock had 
gone up from Rs. 42 lakhs as on 31st March, 1957 to R s  560 lakhs 
as on 31st March. 1962. 

Referring to consumption of stores, the Financial Controller stated 
that the figure of Rs. 19-30 lakhs related onlv to half year; the 
fipures for the h o l e  year (1956-57), on this basis, being about 
Rs. 38.60 lakhs. The figure of Rs. 79.89 lakhs, shown in the Profit 
and Loss Accounts for the year 1961-62, as the figure of consump 
tion, did not, by mistake, include stores consumed on two major 
activities: (i) removal of over-burden, and (ii) Kargali washery. 
If the stores consumed on these activities were taken into account, 
the figure of consumption for the year 1961-62 would be Rs. 269.65 
lakhs as against Rs. 38 lakhs in 1956-57. As against this the closing 
balance had gone up from Rs. 42 lakhs (1956-57) to Rs. 560 lakhs 
(1961-62). The witness, however, added in extenuation that the 
present level of production was much below the developed capacity; 
and if the store-holding was brought down to a level warranted by 
the existing level of production, difficulties might be faced later on 
when it was decided to increase production to the developed capa- 
city. He stated in this regard that the wanted stores were not 
readily available, and that it took 8-9 months to procure even indige- 
nous stores. The Committee desired to know the percentage of 
spares to the total value of consumable stores hela as on 31st March, 
1957 and 31st March, 1962. The witness promised to furnish the 
requisite information later on. This information is still awaited. 

The Committee referred to the practice of purchasing stores and 
spare parts up to 15% of the value of the equipment along with the 



equipment (which was stated to be one of the causes for accumula- 
tion of stores), and enquired whether there was any such condition 
in the contracts for the import of equipment. The representative of 
the Ministry of Mines and Fuel stated that although there was no 
such condition in the contracts, this was done as a matter of abun- 
dant caution. He stated in this regard that out of credit made avail- 
able by the Export-Import Bank; credit to the extent of 152 of 
the value of the equipment wodd  be utilised for the purchase of 
spares. As later on, no such credit was available, the Ministry was 
generally advised to purchase spares to the full extent of 15% 
at the very beginning itself. The representative of the Corporation 
added that the Corporation had to be particularly careful about 
foreign spares. The import of a spare took at least 10-12 months 
and there had been instances (although not many), when for want 
of a particular imported spare expensive machinery remained idle, 
necessitating import of such parts from foreign countries by air. 
In  reply to a question. :he witness stated that the proportion of 
5-orc-holchng was larger In the case of foreign spares than in the 
case of indigenous spares. In reply to another question, the wit- 
ness stated that the Corporation was conscious of the need to keep 
the stock to the minimum extent possiVe. With this end in view, 
the Stores Department had been, for the last few months, analys- 
lng and grouping storcs on the basis of turnover (ABC and XYZ 
analysis). Future purchases of stores would be made on the basis 
r 4  this classification. 

Even after making due allowance for the various factors ex- 
plained during evidence, the Committee feel that the increase in the 
closing stock of stores and spare parts etc. from Pis. 60.78 lakhs on 
31st March, 1957 to Rs. 1059.03 lakhs on 31ct March, 1962 (or 
1742.4 per cent) is far too excessive. 

In the opinion of the Committee the holding of stows ~iluch in 
cxcess of the actual requirements not only locks up capital but is 
attendant with the risk of loss due to deterioration in storage. They 
suggest, therefore, that the requirements slrould be assessed more 
realistically than what seems to have been the casc h!therto. The 
Committee would like the Corporation to take early steps to reduce 
the closing stocks of stores and spare part3 etc. to n more reasonable 
proportion. 

76. The Committee referred to the Supplementary Report of 
Company Auditors (dated 9th October, 19631, wherein the Auditors 
had observed that their revicw of the Price Ledger balances as on 31st 
'March, 1963, of various collieries/units revealed that Plant and 



Machinery of the value of Rs. 91,29,244.90 were held ]in stocks with- 
out being commissioned from 1st April. 1959. The representative 
of the Corporation stated that the machinery -formed part of the 
equipment purchased for the Corporation's collieries at Korba. On 
driving the machine underground, it was found that the mining con- 
ditions were different from those originally anticipated. The 
machinery had, therefore, to be withdrawn, and utilised elsewhere, 
after remaining unused for sometime. 

The Committee regret to note that Plant and Machinery valued 
at Rs. 91 lakhs should have remained unutilised for a period of 4 
years. The Committee would like the Ministry to examine whether 
there wbs adequate justification for purchasing such costly 
machinery without first establishing definitely whether they could 
be utilised for the purpose in view, and whether the plant and' 
machinery in question had deteriorated to any extent due to their 
remaining unutilised for 4 years. 

77. The Committee then referred to the difference of Rs. 24.87 
lakhs (Rs. 24.48 lakhs relating to pre-Corporation period and 
Rs. 0.39 lakhs relating to 1961-62) between the closing stock of the 
stores and the balance as per stock register, and enquired whether 
the difference had since been reconciled. The Financial Controller 
of the Corporation stated that the special officer, appointed by the 
Ministry in March, 1962, was examining the pre-Corporation diffe- 
rence of Rs. 24.48 lakhs. This officer was expected to complete his 
work by the end of the current financial year. The difference of 
Rs. S9.000 (relating to 1961-62) was also expected to be adjusted in 
the current year. 

The Committee do not appreciate such delays in the examination 
ef the Accounts and desire that this wmrk should be expedited. 

Physical verification of stores 

78. Since its inception on 1st October, 1956 the Corporation has 
not, in any one year, been able to conduct a cent. per cent. physical 
verification of stores and spares etc. held by it. During the year 
1961-62, out of 26 stores depots, full physical verification of stores 
was conducted in respect of 19 depots only whereas in respect of 
others, the physical verification conducted was between 75 per cent. 
to 98 per cent. of the total number of items of stores held by them. 

Tnc Management have stated that t h q  have now taken steps to 
rectify these defects. 



The Committee desired to know why the Corporation had not 
been able to conduct a cent per cent. physical verification of stores 
in any one year. The financial Controller of the Corporation stated 
that due to shortage of trained manpower, stock-verification could 
not be completed in 12 months and took a longer period. The 
,strength of the staff to do this work was, however, being augmented. 
It  was hoped that a cent. per cent. stock-verification within the 
year itself would be possible from the next year onwards. 

The Committee consider it unfortunate that it had not been pas- 
sible to conduct cent. per cent. physical stock-verification of stores. 
They need hardly emphasise the importance of this work in order 
to safe-guard against losses owing to pilferage or otherwise. They 
h o p  that ccnt. per cent. annual stock verification will be condwted 
regularly in future. 

Cost of Production and Costing Syste7lcpage 43, subpara 5 

79. A separate cost sheet is maintained for each mine, open-cast 
or underground. However, no estimates of the probable costs of 
production are prepared in the beginning of each year nor have any 
standard costs been fixed with which the actual costs may be com- 
pared enabling the management to get the variations investigated 
in order to have a proper control over costs. 

The cost sheets are also not reconciled with the financial 
accounts. The Management have stated that steps are being taken 
to introduce standard cost for the different mines in the project on 
the basis of which future comparison and checks can be exercised. 

In exlrnuation of the defects pointed out in the Audit para, the re- 
presentative of the Corporation stated that although estimates of cost 
of production in respect of each colliery were not framed from year to 
year, in the case of every new colliery, a detailed project report 
was prepared which, inter a h ,  gave estimates of cost under a num- 
ber of heads. These project reports were prepared by the Corpora- 
tion, scrutinised by the Board of Directors and finally approved by 
the Ministries of Mines and Fuel and Finance. The actual cost of 
production of a colliery was compared d i th  the estimated cost, as 
given in these project reports. Comparison was also made with the 
(actual) cost during the corresponding month of the preceding year, 
taking into account the quantum of production. Efforts were also 
being made to fix standard cost, on the basis of a detailed time-and- 
motion study in respect of each mine. The witness, however, added 
that the carrying out of time-and-motion studies was a long and 
continuous process, and the fixation of standard cosU on the basis 



thereof was more difficult in the case of mines than in the case of 
Factories fn that there was a larger degree of standardisa.tion in the 
latter. 

In reply to a question, the Financial Controller of the Corpora- 
tion stated that the cost sheets had not so far been reconciled with 
the financial accounts of collieries; it was proposed to do so with 
effect from the year 1963-64. The Committee hope that this work 
would be completed without undue delay. 

Payment of Electric Charges to Madhya Pradesh State Electricity 
Board-Page 43, sub-para (6). 

80. With a view to meet its power demand, the Corporatyo:~ 
entered into an agreement on 1st December, 1962 with the Madhya 
Pradesh State Electricity Board to reserve 6000 KW of power 
(2,000 KW for Korba and 4,000 KW for Central India Coal-fields). 
The agreement will remain in force for a period of five years from 
1st April, 1960. The Corporation paid the Electricity Board Rs. 2647 
lakhs from 1st April, 1960' to 31st March, 1962 on the basis of power 
reserved against the actual consumption valued at about Rs. 7.53 
lakhs during the period (consumption being between Rs. 20.000 to 
Rs. 30,000 p.m.). I t  has been stated by the Electricity Board tha t  
the power could have been sold to other consumers had this been 
not resewed for National Coal Development Corporation. 

The Committee desired to know why the reservation of pov-el- 
was not phasd  n c c m k n g  to the development programme ,)f the C u1- 
field. The representative of the Corporation stated that the Mndhvrl 
Pradesh Electricity Board were informed of the phased require- 
ments of the Corporation, but the Board insisted that unless :h- 
maximum power required by the Corporation was reserved at tha t  
stage, they could not guarantee to provide this quantum later on, 
when required. 

The Committee were informed by Audit that as the transmissim 
line to the Central India Coal Fields (for which 4000 KW of power 
was reserved) was not ready, the power for this coalfield could not 
be utilised. Indicating the latest position, the representative of the 
Corporation stated that the poles had been put up and the wiring 
completed. But the State Electricity Board had not yet completed 
their sub-station at Bisrampur. All the materials had been collect- 
ed and the substation was expected to be completed by December,. 



1963. But, the witness added, even if this substation were complete, 
the State Electricity Board would not be in a positiolr to transmit 
power beyond 42 kva. The power requirement of the Corporation 
Was, however, 133 kva w$ich the Board could not transmit unless 
another sub-station of the Board at Cherimeri, was completed. The 
Committee enquired why the Corporation had made payment to the 
Board when it had not even made necessary arrangements for the 
transmission of power. The representative of the Corporation stated 
that payment was made to the Board only up to October, 1963 (by 
which time the Corporation was also not ready to receive power). 
The Corporation had informed the Board that it would not make 
payment for the period October, 1963-January, 1964. The State 
Electricity Board had agreed to this for the time being. In reply to 
a question, the witness stated that the question of non-payment of 
charges before the transmission arrangements had been completed 
by the Board, had been raised several times at the meeting of the 
Consultative Committee between the N.C.D.C. and the Madhya Pra- 
desh Government, of which the Chairman of the State Electricity 
Board was also a Member, but not to much avail. 

In reply to anothe~ question, the representative of the Corpora- 
tioa stated that although there was an agreed note signed by both 
the parties regarding the timely completion of transmission lines. the 
State Electricity Board did not agree to  payment of penalty for 
delay. 

Tlrc Cornrnittce tire unhappy to note that an infructuous expcmdi- 
ture of about Rs. 18.54 lakhs had to be incurred by the Corporation 
due to their failure to reserve power to the phased consumption dc- 
pending upon the developrncnt programme of thc coalfields in the 
Central India. It  appears that in charging this anlount the Madhya 
Pradesh Electricity Board had not talicn into consideration the 
Employment potential and industrial development created by the 
N.C.D.C. Moreover, the Bonrd had also failed to complete their sub- 
station o&ng to which the Corporation have suffered. The Conl- 
mittee, therefore, &sire that this matter should be reviewed, a 
written agreement arrived a t  and the N.C.D.C. should not accept 
&ability where the responsibility was that of the State Electricity 
Board. Tho Committee suggest that this matter should be settled 
at  a high level meeting between the representatives of the Centre 
and the Madhya Yradesh Government assisted by the N.C.D.C. and 
the St a b Electricity Board. 



.Financial Results-Page 43, sub-para ( 7 )  

81. The financial position of the Company as on 31st March, 1961 
:and 31st March, 1962 was as follows:- 

(In lakhs of Rupees) 

31-3-1961 31-3-1962 

:Paid up Share Capital . 2,540 ' 14 3,081.46 

Long-term Loans 2,345 '00 2,813.00 

Ratio of paid up capital to long-term loans . 108 : 100 10g:1oa 

.Profit/Loss prior to adjustment and 
appropriation . 103 -66 11.89 

(Profit) (Profit) 
Profit/Loss after adjustment and 

appropriation 31 -56 76 .16  
(Loss) (Loss) 

The representative of the Corporation ascribed the reduction in 
profit (from Rs. 103.66 lakhs in 1960-61 to Rs. 11.89 lakhs in 196182 
prior to adjustment and appropriation) to drastic reduction in out- 
put, necessitated by accumulation of stocks at pitheads. In reply 
to a question, the witness informed the Committee that the profit 
of the Corporation for the year 1962-63 was Rs. 134,000,00*. 

The Committee trust that the Corporation would shod better re- 
sults, now that the production is to be increased 

Deficit in Kargali Washery-Page 44, sub-para 8(ii) 

82. The Hindustan Steel Limited is the sole consumer of washed 
,coal from this Washery. Pending fixation of statutory price of this 
variety of coal, an interim agreement was entered into with this 
Cornpan3 ~egarding the rates at which supplies should be paid for. 
This agreement was valid till 31st March, 1963 and provided that 
from November, 1958 to September, 1961 the actual cost would be 
charged and from that date up to March 1963 the "standard cost" 
with certain adjustments would be charged. It is understood that 
the actual quantities supplied and the "actual cost" and the "stand- 
ard cost" have not yet been mutudly agreed upon. As a result, the 
total loss on the Washery account amounting to Rs. 167.99 l a b  
upto the end of 31st March, 1962 is lying in the Suspense Account. 
'The extent to which this deficit would be reduced by recoveries 
from the H.S.L. cannot be assessed at this stage. 

*Rs. 125: 56 lakhs according to Audit. 



The representative of the Corporation urged in evidence that the 
#figure of Rs. 167.99 lakhs, mentioned in the Audit Report as the total 
loss suffered by the Kargali Washery upto 31st March, 1962, was not 
a loss in the true sense of the term. This figure had been worked 
.out by the Corporation on the basis of written down value of the 
plant, and kept in the Suspense Account, pending realisation from 
the Hindustan Steel Ltd. The latter had, however, suggested that 
the  amount payable to the Washery should be determined on a 
straight line method. This suggestion of the Hindustan Steel had 
been agreed to by the Board of Directors of the Corporation, and the 
figure now stood at Rs. 149 lakhs. As against this, Rs. 78.8 lakhs 
had been provisionally paid by the Hindustan Steel. The witness 
further stated that the amount recoverable from the Hindustan 
Steel would initially be less and the whole amount would be re- 
covered in due course. The matter was due to be discussed with 
the  management of the Hindustan Steel. The Committee enquired 
whether after the expiry of the present agreement on 31st March, 
1963, any fresh agreement had been entered into with the Hindus- 
tan Steel Ltd. The Financial Controller of the Corporation stated 
that for the period subsequent to 31st March, 1963, the standard 
cost of washing is to be reviewed and fixed in every two years. 
The Corporation had worked out the standard cost, after taking in- 
to account the additional engineering cost, the methods of transport, 
the man-power employed, the performance of the washery in rela- 
tion to the type of coal to be supplied to it in the next two years, 

setc. The standard cost, thus worked out by the Corporation, was at  
present being checked by the Cost Accountants of the Hindustan 
Steel Ltd. 

In reply to a question, the Financial Controller of the C o ~ o r a t i o n  
stated that there was at present no dispute between the Corporation 
and the Hindustan Steel regarding the quantities of coal supplied by 
the Washery to the Hindustan Steel. 

The Committee feel that the situation ad revealed in this case 
sbould not have arisen had there been firn~ agrtxment between the 
N.C.D.C. and the Hindustan Steel IAd. regarding price etc. at the 
very beginning. It is also unfortunate that there should be diffe 
rence of opinion at a later stage between two Public Sector Under- 
takings. The Committee, therefore, desire that the standard cost of 
washing should be fixed without further delay and firm agreement 
entered into for the period after 31st March, 1963 sd that difRculties 
.of the nature disclosed in the Audit para do not arise in future. 
'2447 (Aii) L . S . 4 .  



Profit and Loss Account-page 44, para 6(i i i)  
83. According to normal accounting practice, the credits received 

or amounts s?ent on account of transactions pertaining to previow 
years are taken to the Profit and Loss Appropriation Account. HOW- 
ever, in 1961-62 the Corporation credited an amount of Rs. 16.31 
lakhs recoverable from Hindustan Steel Ltd. for administrative and 
other charges pertaining to\ previous years to the Profit and Loss 
Account proper and not to the Appropriation Account. On the 
other hand, debits pertaining to, previous years amounting to 
Rs. 29-99 lakhs were properly taken to the Profit and Loss Appro- 
priation Account. This has resulted in the profits being over-stated. 
to the extent of Rs. 16-31 lakhs. Otherwise, the working results 
would actually show a loss of Rs. 4.42 lakhs. 

The representative of the Corporation informed the Committee 
that the Auditor's objection regarding the crediting of Rs. 16.31 
lakhs to the Profit and Loss Account was considered by the Board of 
Directors at the Annual General Meeting of the Corporation held 
on the 28th September, 1962. The Board observed that although this 
amount related to previous years, it represented items of income 
of a casual nature arising from an agreement arrived at during the 
course of the year in question and should, therefore, be credited to 
the Profit and Loss Account, rather than the Profit and Loss Appro- 
priation Account. An appropriate indication to this effect had, 
however, been given not only in the Profit and Loss Account but 
also in the Balance-sheet. The witness also urged that the amount 
in question was a small one. 

The Committee do not appreciate the reasons advanced for cre- 
diting the sum of Rs. 16-31 lakhs to the Profit and LOSS Account. 
This has resulted in over-stating the profits of the Company to the 
extent of Rs. 16.31 lakhs; otherwise the wbrking results would actti- 
ally show a loss of Rs. 4.22 lakhs. The Committee, therefore, desire 
that correct and uniform procedure should be foIlowed in preparing 
the Balance-sheet, Profit and Loss Accounts etc. 

Working of individual collieries-page 45, para 9 
84. The Profit and Loss Accounts of the individual collieries for 

the years 1960-61 and 1961-62 indicates that seven out of 19 collieries 
in 1960-61 and 10 out of 18 collieries in 1961-62 for which revenue 
account were maintained, worked a t  a loss. 

Five collieries have been continuously running at a loss. In res- 
pect of Kurhubaree and Serampore collieries the loss has been attri- 
buted to the fact that due to the continuous working of these col- 



lieries for more than 80 years, a stage has been reachqi where fur- 
ther raising of coal is both dmcult and expensive. But in view of 
the increasing requirements of selected grades of coking coal rais- 
ed from these collieries, the Government of India had issued instruc- 
tions in September, 1960 that the production in these collieries 
should be continued as long as the present available reserves of 
these coals can be worked out. 

Explaining the reasons for an increase in the number of collieries 
showing losses from 7' in 196061 to 10 in 1961-62, the representative 
of the Corporation stated that one of the collieries (viz,, Kurasia), 
which was running at a profit in 1960-61, caught fire and suffered a 
loss in 196182. One or two collieries, which were brought on the 
revenue account for the first time during the year 1961-62, continu- 
cd to run at a loss. The loss in the case of other collieries was 
occasioned by restrictions on production, necessitated by' accumula- 
tion of stocks at pitheads. 

Referring to the five collieries continuously running at a lass, 
the representative of the Corporation stated that two collieries 
(Kurhubaree and Serarnpore) had been working for the last 65 
years, and had been, by and large, exhausted. Heavy pumping was 
required to keep them free from water. The Board of Directors of 
the Corporation had pointed out to the Government in 1960 that it 
would be uneconomic to continue the working of the mines. The 
Government, however, issued a directive to the Corporation that 
production in these mines should continue as they were producing 
the highest grade of coking coal available in the country. The other 
two collieries were also old (Sawang and Jarangdih). Bachra was 
a new colliery which had suffered a loss in 1956-57. It was not pos- 
sible to make a drastic reduction in staf-7 in the collieries and to 
switch over to mechanical working. 'Efforts were, however. being 
made to effect improvements and, it was hoped, that all these col- 
lieries (except Kurhubaree and Serampore) would show profits. 
The Committee enquired whether, with a view to reducing losses, a 
higher price could not be charged cn the coal produced by the col- 
lieries. The representative of the Corporation stated that a sugges- 
tion to this effect had been made by the Corporation from time to 
time, but had not so f a r  been accepted by Government. The repre- 
sentative of the Ministry of Mines and Fuel stated that prices were 
Axed by Government on the basis of grades, and the highest price 
fixed by Government was being charged. Prices could not be fixed 
on the basis of cdlieries. 

*% of the collieries showing lo- in 1960-81 were merged in the 
1901-62. 



The Comptroller and Auditor-General referred to a provision In 
the Indian Airlines Corporation Act, according to which in cases 
where thp Government desired the Corporation to run a service, not 
considered to be economical, Government would pay from their 
own funds an amount necessary for the maintenance of such ser- 
vice. The Committee desired to know the reaction of the Ministry 
of Wines and Fuel to the introduction of this principle in the case of 
the two collieries covered by the Government's directive. The Sec- 
retary of the Ministry:of Mines and Fuel urged that all the units 
of the Corporation-earning as well as losing-should be taken into 
account. Further, a public sector Corporation was brought into be- 
ing only because of fulfilling certain objectives of Government. In 
the present case, the main objective was the scarce reserve of the 
country in coking coal which should be conserved over a fairly long 
period of time. The witness further urged that the N.C.D.C., being 
a Corporation in the public sector, it did not make much difference 
whether the loss was borne by the N.C.D.C. or made good! by Gov- 
ernment by means of a subsidy. 

The Committee were glad to be informed that with the exception 
of Giridih Collieries, it should be possible to put all the other col- 
lieries on a profit basis. The Committee trust that this hope would 
be r d i d  in the near future. 

The Committee would however, like Government to examine the 
suggestion made by the C. & A. G. for giving subsidies to the Cor- 
poration for collieries which were to run at a loss under a directive 
from the Central Government, in view of the fact that the N.C.D.C. 
has been set up by Government as a commercial organisation. 

Working of the Corpmation, para lO-page 45 

85. From the special report received from the Auditors of the 
Company pursuant to the directives issued by the Comptroller and 
~ u d i t o r - ~ e n e r a i  in March, 1962 for looking into certain special 
aspects of the working of this Corporatim, the following points 
have come to notice: 

(1) There is delay in the accounting of stores transactions 
and their ultimate recording in the subsidiary books. 
Discrepancies between book balances and the physical 
stock as revealed by stock verification are only parti- 
ally adjusted in the financial accounts of the year. 
Wherever investigations are necessary, the items are 
left unadjusted. Reconciliation between the priced 



and numerical stcxre ledgers is not carried out prompt- 
ly. No maximum and minimum levels of stores to be 
held at any time have been prescribed by the Corpora- 
tion. There are instances of overstocking of some stores 
materials. There is no regular system of isolating 
unserviceable stores for quick disposal. 

(2) Collieries do not report in time all items of outstanding 
Income and Expenditure at  the end of the year with 
the result that subsequent year's profit and loss ac- 
count is overburdened by the adjustments of these 
items. 

(3) The amounts due for recovery for sale of coal outstanding 
for more than one year have steadily increased from 
Rs. 34 lakhs in March, 1959 to Rs. 1.66 crores in March, 
1962. The Corporation's worksg capital is being 
blocked to this extent and its customers are receiving 
credit facilities for long periods. 

The representative of the Corporation stated in evidence that the 
work of fixing minimum and maximum ceilings for the different 
items of stores which were about 5,000 in number was in hand. 
The Committee desired to know the value of unserviceable stores 
lying with the Corporation for disposal. The representative of the 
Corporation promised to furnish the information later. This is still 
awaited. 

86. As regards the delays in the accounting of stores transaction 
and their ultimate recording in the subsidiary books, the witness 
explained that it was mainly due to the fact that this work was at  
present centralised in the Head Quarters Office. Returns were 
received from various Depots located at distant places where the 
means of communication were not satisfactory. The Head Quarters 
Office fixed the price of the various items and kept their accounts. 
It was proposed to decentralise the accounting set up and place 
Accounts Officers in collieries and different regions who could be 
kept informed of the price of stores from time to time. It was 
hoped that with the introduction of the system, the delays would 
be largely eliminated. It had been reported that the collieries did 
not report in time all items of outstanding income and expenditure 
at the close of the year. The witness expressed the hope that with 
the proposed decentralisation of accounting set up, this problem 
w v l d  also be solved. As regards the outstanding amounb due 
for recovery for sale of coal, it was pleaded that the amount had 
increased with the increase in transaction. Most of it was to be 
recovered from the Railways and other Government Departments. 



As regards private partias, it was explained that sales were transacted 
though middlemen who took credit for 90 days. The~e  had beem 
certain occasions when this credit period had been exceeded. The 
Committee desired to be furnished with a note/statement setting forth 
the latest position regarding the amount due for recovery for sale of 
goal (including those outstandig for more than one year). This in- 
formation is still awaited. 

87. The Committee hope that with the appointment of a special 
officer and inspectors for taking up the arrears with State Govern- 
ments and an officer of the Accounts Department for taking up the 
dues with the Railways there would be improvement in the recovery 
of dues from Government Departments. 

88. The Committee do not feel happy over the slackness shown ir 
the realisation of dues from middlemen. They hope that some ways 
would be devised so that such dues do not accumulate. In the meam 
time efforts should be made to recover the dues which are more than 
three months old from private parties. 

Theft of Stores worth about Rs. 11,000-pura 11, page 45 

89. In the Bokam Wery, a shortage of 550 ft. of cables valuing 
Rs. 11,000 was noticed on 25th February, 1958. As a result of an 
enquiry in May, 1958, the Officer on Special Duty (Watch and Ward) 
found the Store-keeper to be responsible for this shortage either by 
connivance to theft or by negligence. The Police to whom the 
matter was reported on 25th February, 1958, closed the case on 7th 
April, 1958 after merely observing that the theft was not possible 
without the connivance of the Stme-keeper. The management, 
however, continued to retain the Store-keeper for more than 21 years 
(until 6th November, 1960) on the ground that they could not find 
a suitable substitute earlier. The Storekeeper was suspended on 
7th November, 1960 and later directed to &ire with effect from 
12th April, 1961. A sum of Rs. 1,002 was adjusted against the total 
1- of Rs. 11,000 by withholding the security deposit of the Store- 
keeper and the payments on account of contribution to the Campany's 
Provident Fund and Gratuity. 

The Managing Director admitted in evidence that it was a bad 
case. He added that the official was retained through negligence on 
the part of the superior officers in spite of the fact that the Managing 
Director had ordered his suspension from service. On being asked 
whether any responsibility could be fixed for the loss in this case, 
the witness stated that although it was considered that the theft 



could not have taken place without the connivance of the Store- 
keeper, prosecution could not be launched because of lack of SUB- 
lcient evidence. He added that no motives could be attributed far 
the retention of the &id in question. 

I t  is obvious that there had been not only negligence on the part 
of superior officers in retaining on duty the Store-keeper whose 
suspension was ordered by the Managing Director, but also non- 
compliance with the orders of the Head of the Department which is 
a serious matter. This action on the part of the officers amounts to 
shielding cuf a person suspected of connivance in the theft, as als@ 
breach of office discipline. The Committee would Like the Ministry 
to investigate how the orders of the Managing Director were not 
carried out and who were responsible for the same. 

Loss of about Rs. 97,000 due to delay in payments-Para 12, page 46 

90. The terms for sale of Nitro-compound by Messrs. Imperial 
Chemical Industries (I) Ltd., Calcutta provided that the customers 
,whose purchases would exceed 1 lakh Irbs. in any one accounting 
gear of the firm (1st October to next September 30th) would be 
entitled to a quantity rebate at 21 per cemt if the firm's bills were 
settled in full within 30 days of the date of invoice or despatch, 
whichever was later. During the period froan March, 1960 to March, 
1961 the National Coal Development Corporation Ltd-, purchased 
Nitro-compounds from the firm amounting to Rs. 42 lakhs against 
which bills for Rs. 38.7 lakhs were not settled within the stipulated 
period. As a result, 'the Corporation did not qualify for a *bate 
of Rs. 97 thousands (approximately) which represents a loss. 

A proper system for the examination and payment of the supplier's 
bills did not exist in the Corporation prior to lst April, 1961 which 
caused delay in settlement of the firm's dues The procedure f a  
payment has since been rwised. 

It was stated in evidence that hitherto payments for the explosives 
supplied by the I.C.I. were made on the certificate Erom the colliery 
that actual supplies had been received by it. This resulted in consi- 
derable delays. The I.C.I.. therefore, introduced the system of 
giving rebate in case the payments were made to them within 30 
days. The Corporation had since deviated from the past practice in 
that payments are now made within the prescribed period of 30 
days pending receipt of certificates from the d ie r ies .  Although 
this course was not without risk of loss, it had been adopted in order 
to earn rebate from the company. 



It is unfortunate that the Company could not get a rebate of" 
Rs. 97,000 owing to delay in getting the bil!s certified by the collieries. 
The Committee would like to be informed of the result of working 
of the new procedure for payment now introduced. 

COMMENTS OF THE C. & A. G. ON THE ACCOUNTS !OF THE N.C.D.C. FOB:. 
THE YEAR ENDING 31-3-1963 

The Branch Auditors 
91. The following comment was issued under section 619 (4) 

of the Companies Ad ,  1956: 
"The Branch Auditor concerned has reported that the closing 

stock of South Balanda Colliery includes rejections of 
14,000 tonnes valued at Rs. 3,37,680 on the same rate at 
which saleable c d  has been valued, resulting in an over- 
statement of profit. The Branch Audit Report was 
stated to have not been made available to the Company 
Auditors." 

It was explained that the objection of the Branch Auditor was 
based on certain misunderstanding and was later dropped as a re- 
sult of clarification given by the Area General Manager. 

The Comptroller and Auditor General pointed out that in the 
Companies Act, 1956, there are special provisions for the audit of 
Government Companies, according to which the Auditors are to be 
appointed on the advice of the Comptroller and Auditor General. 
Neither in these provisions nor in the provisim for the audit of 
other Companies, the method in which Branch Auditors should be 
anpointed were prescribed prior to 1960. I n  that year, Section 228 
of the Act was amended and in 1961 the Companies (Branch Audit 
Exemption) Rules were issued. The Cmpany Law Administration 
took the view that since in the special provisions for the appoint- 
ment of Auditors to Government Companies there was no mention 
about the Branch Auditors, Section 228 and the Companies (Branch 
Audit Exemption) Rules, 1961 would be applicable to Government 
Companies also. As, after the amendment to the Act, non-Govern- 
ment Companies could appoint even their own officers as Branch 
Auditors, the interpretation given by the Company Law Adminis- 
tration meant that Government Companies could also appoint their 
own Officers as Branch Auditors without consulting the Comptroller 
& Auditor General in spite of the fact that in the case of main 
Auditors, the appointment had to  be made on the advice of the 
Comptroller and Auditor General. As a result, Government Com- 
panies have been appointing their own Officers as Branch Audibra. 
This had been done in the present case also. 



The Committee regret to note that as a result of the interpretation. 
given by the Company Law Administration to the provisions of Act 
relating to Branch Auditors, Government Companies are appointing 
their own Officers as Branch Auditors. This in the opinion of the 
Committee is not a healthy practice. It is obvious that the comments 
of the Branch Auditors who are officers of the Company cannot be as  
objective and independent and would not receive the same weight 
as the comments of independent Auditors appointed on the advice 
of the Comptroller & Auditor General. The Committee desire that 
this matter should be reviewed and the present practice of appoint- 
ing Branch Auditors for Government Companies in the manner 
described should be discontinued. In the opinion of the Committee, 
the Branch Auditors should also be appointed on the advice of the 
Comptroller & Auditor General in the same manner as that of the 
Auditors for the Head Office. 

(vi) STATE TRADING CORPORATION OF INDIA LIMITED 

(Para IX pp. 46-49) 

Functions and activities-Page 46, Para IX (I) 
I 

92. 'The State Trading Corporation of India Ltd., was incorporated 
on 18th May, 1956 under the Companies Act, 1956 with an authorised 
capital of R s  1 crore (later raised to Rs. 5 crores), all the shares being 
held by the Central Government. The main objects were "to 
organise and effect exports from and imports into India of all such 
goods and commodities as may be determined by the Company from 
time to time, and to undertake the purchase, sale and transport of 
and general trade in such goods and commodities in India or any- 
where else in the world". , With the passage of time the activities of 
the Corporation have widened. The Company now largely deals 
with State Trading Organisations in the East European countries 
and assists in the settlement. of trade disputes, accelerating exports 
by linking them with imports ensuring supplies of certain cornrnodi- 
ties in proper quality and at compctitive prices, helping the private 
trade and industry in importing capital goods, raw materials and 
other commodities essential for internal distribution of certain corn- 
modities like cement. 'Tunctionally, the Corporation consists of six 
divisions, vir., (i)  Minerals; (ii) Consumer Goods; (iii) Agricultural 
Products (including distribution); (iv) Engineering; (v) Chemicals 
division and (vi) Cement. The Corporation earned a profit of 
Rs. 15.27 crores upto 31st March, 1962 before making provision for 
taxation. This is 5.9 per cent of the total turn over and includes a 



6 ~ ~ m  of R9. 4-24 mores (approx.) earned #by the Cdlporathm fixxu 
coanrmission on cement trade bushes associateship and other wmke 
charges. 

The Committee enquired whether the Corporation chalked out 
its own programme of activities OT followed the directiorns issued by 
the Government of India. The Secretary of the Ministry stated that 
Gwenunent was free to issue directions to the Corporation; but the 
State Trading Corporation being an autoo10mous body functioned 
'independently within the framework of activities assigned to it. The 
Chairman of the State Trading Corporation added that the program- 
me for a year was considered by the Board of Directors and it was 
reviewed periodically to assess the extent of success achieved, and 
changes if any, that were necessary to achieve better results. It was 
further added by the Secretary of the Ministry that broadly speak- 
ing the S.T.C. was an instrument of Government policy but it was 
open to them to undertake any activity although they did not under- 
take any item without Government's asking them to take i t  up. I, To 
a question whether the Corporation was bound to carry out the or- 
ders of Government wen if they felt that a certain work was un- 
profitable or commercially unsound the witness stated that if Govern- 
ment issued a formal directive, the S.T.C. was bound to follow it, 
but normally in cases where there was some difference of opinion, 
the matter was discussed between the Government and the STC and 
an agreed decision taken thereon. To another question, whether 
Govenunent made good the loss suffered by S.T.C. in a transaction 
taken up at the instance of Government, the representative of the 
Ministry stated that in certain cases, knowing that there would be 
loss, but in order to earn foreign exchange, the S.T.C. was directed 
to undertake the export of an item and permitted to import some 
other item on which some profits could be made, so as to make good 
the loss suffered. A s  an instance, it was stated, that Government, 
definitely asked the S.T.C. to undertake the export of groundnut 
02 and at the same time gave them permission to import s m e  pro- 
fitable item on which they had made profits to compe~~l te focr ?he 
loss. 

/While the Committee appreciate the need to export certain com- 
modities in order to earn foreign exchange, they feel concerned with 
.the manner in which the losses saered on exports are made g m d  
at the expense of the consumers in India. Since the profits on tho 
imported items, to make good the loss, are earned in India, it is the 
common consumers in India who have to pay extra for these imported 
Items. This, therefore, amounts to a sort of an indirect levy, which 



in the opinion of the Committee, is not quite justitiable. The Com- 
mittee hope that Government will consider this aspect of the problem 
and arrive at a better solution. 

Annual Repwt  of S.T.C. for 1961-62 Page 3, Para 2 4 .  

931 me direct trade of the Corporation improved from Rs. 64.69 
crores in 1960-61 to Rs. 77.39 crows in 1961-62, showing a rise of 
h u t  20 per cent over the previous year; Besides the direet trade, 
the Corporation continued to assist the private trade and industry 
to import essential capital goods and raw materials and 0th- commo- 
dities both from the countries dealing in State Trading and other 
countries and to export finished goods.   he total value of such in- 
direct trade was Rs. 29 crores for which no service charges were 
levied. In addition, another Rs. 19 crores worth of similar indirect 
business was also handled for a smaller service charge., 

The Committee desired to know what was the 'service charge', 
the basis on which it was determined and on what goods it was 
levied. The representative of the S.T.C. stated that the indirect trade 
of the S.T.C. consisted of assisting the Indian importers in securing 
essential commodities, raw materials etc. for stack and sale as their 
normal commercial operations, from the East European Countries 
as also from other sources and it was considered to be a sort of 'ser- 
vice' for which a service charge varying from per cent to 2 or 
2f per cent was levied, but for services rendered for the supply of 
the essential requirements of the actual userdindustries in the ccun- 
try no 'service charge' was levied. 

Explaining the several kinds of trade undertaken by the S.T.C., 
the Chairman, S.T.C. stated that they had to hnd a market for the 
high-priced commodities which in the normal business would not 
sell. The right to export against those selling items gave an incen,. 
tive to the foreign buyer to buy different items from this country. 
Therefore, two parallel transactions of sale and purchase, called 
'barter' had been introduced. The 'link deal' was slightly difTeremt. 
There was a list of commodities of this country and that of the other 
country with whom Tndia might have continuously an adverse 
balance of trade. Essential purchases froan them were equated with 
the sales of additional i t am from India. Through this package deal, 
efforts were made to narrow down the gap. In barter as well as link 
deal, a list of imports was drawn up very carefully, in consultation 
with various organisations already set up by the Government of 
India, in order to ensure that only that which was absolutely essen- 
tial and which figured in the overall import plan and which could 
be met from the foreign exchange provision, was Imported. It war 



added that prices at  which the Indian commodity was to be sold and 
the prices at which the imported commodity was to be bought, was 
the most important consideration in the barter transaction. There 
was direct trade also viz., in iron ore, manganese, bauxite, mica and 
some other minerals in which S.T.C. had no monopoly but they . 
negotiated with the foreign buyer and made sales. The Chairman, 
S.T.C. explaining the position further added that barter was not the 
universal pattern of trade; it was not applied to every commodity 
or to any commodity for every kind of transaction. It was resorted 
to in respect of very selective items which would not otherwise sell. 
These were exportable surpluses within the country. It was added 
that the S.T.C. had suffered no losses in 'barter deals'. 

The Committee are happy to note that the volume of direct trade 
of the Corporation has improved from Rs. 64-69 crores to Its. 77.39 
crores in 1961-62 showing a rise of about 207, over the previous year; 
but they feel that they would have been in a better position to appre- 
ciate the position had the information, as asked for by them, regarding 
the total margin of loss in exporting of commodities in respect of 
which internal prices are higher than the international prices, and 
of profits earned on the linked imports under barter trade for 1961-62, 
been furnished to the Committee. The information is still awaited. 

94. The Committee were informed in evidence that diversion of a 
commodity imported from India had been resorted to by a country 
with whom agreements had been entered into. The Commodity was 
bought from India under the rupee trade agreement and it was sold 
to another country to get foreign exchange. The Committee hope 
that such cases are promptly taken up with the country concerned as 
being contrary to the agreements. 

Export of Iron Ore-Page 47, para IX (2) (a) of the report 

95.' The entire export of iron ore which was previously being 
handled by private business became the monopoly of the Corporation 
from July, 1957. Since then the export had increased by 68 per cent 
viz., for 18.35 lakh tons in 1956 to 30'87 lakh tons in 1961. 

Replying to a question the Chairman, S.T.C. stated that in regard 
to iron ore the selling price for 65 per c e n t 6 2  per cent was 81 sh. 
per ton FOB. It was a fact that in negotiating the sales, this year, 
to Japan, this had been brought down to 74 sh. per ton FOB. Ex- 
plaining the world situation, he stated that large deposits were corn- 
ing up in Chile, Peru, Brazil, Australia e t ~ .  including Sweden which 
was already in the field. As a result of past experience, the S.T.C. 
had either to stick rigidly to their own prices and go on losing mar- 
kets or had to tali2 a realistic view of the world picture and fall in 



line with the prices of other suppliers. Besides, hitherto the Indian 
lumpy ore of high grade-65 per cent, used to have a special pre- 
mium, but on account of the coming of blast furnace and the L.D. 
process that premium was diminishing, if not vanishing, because 60 
percent iron ore was as valuable for the blast furnace as 65 per cent 
used to be, and the high prices could not, therefore, be justified. It 
.was added that part handling facilities in India were almost primitive 
while Chile and Brazil today could load 2,000 tons per hour, the maxi- 
mum, in India even with the mechanical berth in Madras, was 1,800 
tons or so per day. Moreover, the receiving capacity of Indian ports 
was very much lower. The Committee hope that the S.T.C. will 
continue to be vigilant and watch the trend of the world trade to 
derive maxin~um advantage the Indian Industry in exporting iron 
ore. 

96.'khen asked about the reasons for the disappearance of export 
of iron ore to Belgium, Netherland, France and Poland, the Chairman 
of the Corporation stated that the best buyer of our iron ore was 
Japan and the next the East European countries. Czechoslovakia, 
Hungary, etc. The West European countries were not willing to 
buy from India at the prices offered. 

The Commitlee would like the Corporation to make efforts to- 
wards the resumption of iron ore trade with the West European 

..countries also. 

Export of Manganese Ow-Page 47, para IX (2) ( b )  
97. In August, 1956 the State Trading Corporation entered into a 

contract for the supply of 60000 tons of Manganese ore to Japan to 
be delivered between October, 1956 to April, 1957 (later extended to  
Aupa t ,  1957). Even by the extended date the supply was only 
37,942 tons and the supply of the balance quantity of 22,058 tons was 
cancelled by the foreign buyer. However, the Corporation did not 
cancel the corresponding contract with the Indian suppliers on the 
consideration that there was no fault on their part. This resulted in 
the balance quantity remaining at the ports for a long time thereby 
leading to the payment of plot rents at the ports. The Corporation 
had also to make an on account payment to the Indian suppliers (free 
of intprest), apart from having t o  dispose of the stock at a loss. The 
total lcss incurred on the deal came to Rs. 5.26 l a q s .  

Explaining the background of the case and the extenuating cir- 
cumstances, the Chairman, S.T.C. stated that it was among the first 
few deals negotiated by the S.T.C. in the manganese field, with less 
experience and the trade somewhat hostile. In the beginning the 
policy was to secure export order first and then to negotiate supplies 
hternally on the basis of the export order. The Corporation ~ a a r  



able to secure this export order for 60,000 tons of Manganese Ore to 
Japan to be delivered between October, 1956 to April, 1957 (later 
extended to August, 1957). Due to some unavoidable circumstances 
prevalent at that time in the market the supplies could be negotiated 
only at the end of December so that only eight months were left 
for making all the supplies. Then there was the difficulty of 'quota 
system' in the case of manganese, the S.T.C.'s quota being only one- 
third and two thirds being in the private hands viz., CPMO, Sandur, 
Bird & Company who had good quality ore and long established con- 
tacts and who were able to sell on their own effort. STC's quota 
was increased to half which continued till about 1961. The quota 
was then abolished in 1962. Even when the STC were able to secure 
the supplies internally, they were not able to move the supplies to 
the ports because of the quota system on the Railways due to which 
wagons were not available. As such the S.T.C. defaulted on the s u p  
ply to the extent of about 22,000 tons. Normally the foreign buyers 
would extend the delivery period but at that time they were specu- 
lating and were aggressive on this deal and they refused to extend 
the period of delivery. In respect of 22,058 tons, contracts to the 
extent of 13,000 were cancelled internally and only 9,000 tons remain- 
ed because even i f  these were cancelled there would have been litiga- 
tion. Another factor was that at that time the market was buoyant. 
In August-September the prices were high and it was thought that 
the stock would be sold profitably; but in December there was world 
slump and at once the prices fell which no body could foresee. There 
was then so much difference between the selling price and the world 
market price that 'barter' remained the only remedy. In the cir- 
cumstances the loss to the extent of Rs. 5.26 lakhs was unavoidable. 

The Committee note that owing to the lack of adequate experience 
ef the S.T.C. at the beginning and other factors thcre was a loss of 
Its. 5-24 lakhs on this deal. They hope, however, that the S.T.C. will 
benefit from this experience and that it will take all possible steps 
and precautions to avoid such losses, in future. A state agency like 
the S.T.C. should take all precautions to ensure that it does not default 
in fulfilling the terms and conditions of contract accepted by it. 

The Committee would also like the Ministry of International Trade 
to take up the question of making Railway Wagons available in time 
for the movement df manganese ore to ports and for this purpose some 
working arrangements with the Railway Board should be made so 
that similar situations may not arise in future. 

98. In reply to a question it was stated that S.T.C.'s trade i n  mas- 
ganese ore was also spread out all along the possible markets. The 
overall requirements in the world for manganese was to the tune 



of 4-5 million tons. Out of that about 2.5 million tons were tied up 
with "Captive Sources" and the free world demand was reduced to 
2 to 2.5 million tons only. There were powerful competitors like 
U.S.S.R. and Gabon, and the effort of the Corporation had been 
directed towards achieving the export figure of 1-1 million tons out 
of the world demand of 2.5 million tons. It was added *that in procur- 
ing the ore, the tender system could not work as each mine was 
situated in a different place, the mining was also different-some 
were surface, some deep ores and some had to be blasted and as 
such the price was fixed by negotiation. 

It was admitted in reply to a question that the price factor of 
mangenese ore was definitely against the S.T.C. but all out effort 
was being made to improve the working of the mines and reduce 
costs. The Government of India had also set up a Manganese Ore 
Committee which was studying the whole situation. 

The Committee hope that the Manganese Ore Committee would 
be able to finalise their study early and it will be possible for Gov- 
ernment to take steps on their recommendation for improvement of 
the position relating to export of manganese ore. 

99. The Committee enquired as to how S.T.C. checked the ore con- 
tents in the mineral that was exported. They were assured by the 
Chairman, S.T.C. that due care was taken to check the ore content of 
the minerals exported. Internationally competent firms were em- 
ployed to assess the quality of the ore and give a report to the S.T.C. 
before shipment. Another test was carried out at the destination a t  
the time of unloading. It was also stated by the Chairman, S.T.C. 
that the export figure of manganese had come down from 8,51,846 
tons in 1960-61 to 7,41,426 tons in 1961-62 as depression in the world. 
market continued. 

The Committee would like to suggest that it is desirable to ensure 
that the ore content of the minerals exported by the private sector 
was also upto the prescr*ed standard, as it might otherwise affect 
adversely the reputation of India in international trade. They trust 
that suitable steps will be taken in this direction soon. The Com- 
mittee also hope that a1.l out efforts will be made to arrest the do- 
ward trend of the export figures of manganese ore. 

Othet Exports-Page 47, Pam IX(2) (c)  
100. In para 62 of the Audit Report, 1961 on the Appropriation 

Accounts of the Central Government of 1959-60 loss in the supply of 
shoes to foreign countries had been reported. The Public Accounts 
Committee (1961-62) in para 42 of their 42nd Report (Second Ldr: 



Sabha) had dealt with this case. The surplus of 67,726 pairs of shorn 
.costing Rs. 10.20 lakhs which remained with the National Small In- 
dustries corporation Limited were disposed of in the internal market 
.at  a loss of Rs. 5.37 lakhs which was borne by the State Trading 
Corporation. 

Explaining the reasons for this surplus, the Chairman, S.T.C. stat- 
ed that initially the rejections were due to poor quality. On account 
of rejections production fell down c,onsiderably because the fabrica- 
tors could not bear that loss. Then the S.T.C. and NSIC evolved a 
scheme whereby they decided to accept those shoes provided that 
their internal inspectors were able to certify that the shoes were 
.good, whether they were ultimately acceptable to the export trade 
or not. Then the production went up, but all that time lag and delay 
resulted in our defaulting on timely shipments. This resulted in the 
orders being cancelled. The witness added that as a result of earlier 
rejections of shoes the industry indirectly benefited in two ways; 
firstly, the fabricators improved their quality tremendously. (The 
rejections were now to the extent of 0- 9 per cent only) . Secondly, 
the State Trading Corporation had become more careful in giving 
greater satisfaction to the foreign buyers, from whom orders for the 
supply of shoes were increasing and expectation for 1964 was to the 
extent of one million pairs of shoes to USSR alone. With regard to 
the loss of Rs. 5.37 lakhs on the disposal of surplus shoes, it was stated 
that the rejected shoes were being sold internally as a joint effort by 
the National Small Industries Corporation and State Trading Corpo- 
ration in accordance with the decision of the Government of India. It 
.was added that it was a condition of sale that some of the losses in 
the case of rejection by the purchaser would be passed on to the 
suppliers. 

The Committee are glad to know that the export of shoes is being 
increased. They hope, however, that the State Trading Corporation 
will benefit by the experience they have gained in the export of shoer 
and will take a11 possible prcrautions including improvemrmt in the 
quality to avoid such losses in future. The State Trading Corpora 
tion should ~Segard it a matter of prestige to see that the goods sup- 
,plied by it are not rejected on account of being below standard. 

Demurrage-Page 47, para ZX (3) 

101. Since its inception to 31st March, 1962, the Corporation has 
*spent Rs. 30.80 lakhs by way of demurrage m the outward 



Referring to the demurrage paid during 1960-61 amounting ta 
Rs. 16,84,172, the Committee desired to know the reasons for such 
a high figure and the steps taken to minimise it. The Chairmaq, 
State Trading Corporation contended that the question of demurrage 
should be assessed in the context of the despatch money that had 
been earned from year to year. The total amount of demurrage upto 
1981-62 was Rs. 80.80 lakhs while the earning of despatch 1 1 ~ 0 9 q  
which was in foreign exchange was to the tune of Rs. 59.51 lakhs 
Whatever the S.T.C. paid to the Railways for transport was PL;O paid 
back to them in foreign exchange. 

With regard to the demurrage for the year 1960-61, the reasons 
advanced far the high figure were viz., (i) non-availability of b e  
on account of congestion of vessels at ports; berths were allotted by 
the Port Authorities and the S.T.C. ha4 no say in the matter; 
(ii) unloading of foodgrains was given priority over iron-ore; (iii) 
protracted adverse weather and/or surf conditions at the ports cd 
Masulipatarn, Cuddalore etc., fop which exemption was net given by 
the buyers in terms of S.T.C.'s agreement based on international mari- 
time practice according to which conditians alongside tbe vessel were 
the determining factor for non-weather working periods; (iv) inade- 
quacy of stocks as a result of operational difficulties on the part of 
Railways. I t  was added that the afore-mentioned factors were of 
general nature but they were more forceful in &at particular year. 
The most special feature of the year was the Central Goverament Pa- 
ployees strike during the month of July, 1960 as a result of whioh 
movement of ore to the ports was seriously affected and the vessels 
already in port were detained for long periods. The slow feeding of 
vessels already in port created serious conditions of congestion with 
the arrival of vessels Axed for later positions. I .  clarifying the pa$- 
tion further, the Chairman, S.T.C. stated that the loading rate at the 
ports was one of the very importwt ftrct~m on wki& the price was 
3447 (U1) ES-9. 



determined, the tendency of the buyer being to coerce'the supplier' 
into giving a larger and larger loading rate. From year to year, the . . 
tendency was to increase the loading rate which was resisted by 
S.T.C. When the rate went high; and when for various reasons the 
S.T.C. were not able to keep upto the loading rate, the demurrage 
became due. 

While the Committee do appreciate that some of the factors 
resulting in heavy demurrage charges during 1960-61 were beyond 
the control of S.T.C., they cannot accept that incurring demurrage as 
a regular feature is unavoidable. Demurrage charges are wasteful 
expenditure pure and simple. The Committee would therefore like 
S.T.C. to devise ways and means of eliminating the wasteful 
expenditure. 

Handloom Expwt Organisation-Page 48, para IX(4) 

102. The Handloom Export Organisation was set up on 1st Janu- 
ary, 1959 at Madras to acquaint the manufacturers and exporters of 
handloom products with fashion trends in the non-traditional market 
and to promote export of handloom goods. The financial results of 
the Organisation during the last 3 years ended 1960-61 showed pro- 
gressive losses, viz., 0: 18 lakhs in 1958-59, Rs. 0.46 lakhs in 1959-60 and 
Rs. 1.33 lakhs in 1960-61. It has been stated that on account of high 
costs of production, paucity of the raw materials and the quality of 
production not being up to expectation in certain cases, the Organisa- 
tion has not been able to maintain the delivery schedules in certain 
sale orders, leading to their cancellation. Such cancellations have re- 
sulted in the loas of foreign exchange to the extent of Rs. 15.18 lakhs. 
This organisation has been merged with the Indian Handicrafts Deve- 
lopment Corporation and a Company (Handicrafts and Handloom 
Export Corporation of India Limited) has been formed, as a subsi- 
diary of the State Trading Corporation. 

The Committee enquired as to what steps had been taken to solve 
the difficulties referred to above. The Secretary of the Ministry, at 
the outset, stated that the work of this Corporation was primarily 
developmental and promotional and their losses had to be judged 
from that point of view. As a result of their work, exports of hand- 
loom fabrics had gone up from Rs. 13 lakhs in the previous year to 
Rs. 1.69 crores and the Organisation had maintained the exports at 
still higher levels. It was added that apart from exporting goods 
themselves, the Corporation encouraged exports by others also. When 
the first boost was given to these exports, there were some factors in 
the situation which had now been corrected. There was a keen com- 
petition in buying. Buyers came from outside and paid higher rate, 



The whole structure of prices became unreal, resulting in a kind of 
crisis. He further added that some corrective action had been taken 
in the matter of exports now by prescribing the floor and ceiling rates 
for the products and more regulated rates of flow of the fabrics. The 
Chairman of the Handicrafts and Handlooms Exports Corporation of 
India Ltd. added that in 1958 the export of cotton handloom goods 
to the U.S.A. was worth Rs. 13 lakhs. This rose in 1959 after the 
formation of the Handloom Export Organisation to Rs. 1.69 crores. 
Last year's export figures were Rs. 2-50 crores and for the current 
year it was expected to reach the figure of Rs. 3.50 crores to Rs. 4 
crores. 

The Committee are glad to note the steady improvement in the 
export figures of cotton handloom goods to the U.S.A. They hope 
that this trend will be maintained and that efforts will be made to 
popularise cotton handloom goods in other foreign countries also. 

103. With regard to the merger of the Handloom Export Organisla- 
tion with the Indian Handicrafts Development Corporation, it was 
stated by the Chairman, S.T.C. that previously it used to be the Indian 
Handicrafts Development Corporation only dealing with the export of 
handicrafts to the non-traditional markets. Then the S.T.C. used to 
have a division known as handloom export organisation which dealt 
with handlooms. It was felt that the problems of the handloom 
goods and the handicrafts were very much similar and to pool the 
different channels together, this merger was effected. He added that 
side by side with the developmental functions, the Corporation was 
also taking on trading activities which gave a stabilising influence 
on the markets in India and abroad. Asked about the &-up of the 
Organisation, he stated that the Corporation was a subsidiary erga- 
nisation of the S.T.C. who appointed the Chairman and Directors. 
The accounts and other things were shown to S.T.C.; but they fune- 
tioned independently. 

The Committee hope that with the merging of the Handloom Ex- 
port Organisation with the Indian Handicrafts Development Corpora- 
tion all duplication of e r k  would be avoided and there would be 
uniformity of approach to trading and development activities 

Loss on Stock of Grmtndnut Oil-Page 48, para IX(5) 
104. In order to earn foreign exchange, Government of India en- 

trusted the State Trading Corporation in 1961 with procurement of 
groundnuts-inshell and the task of crushing them into oil and 'cake 
through Apex cooperative marketing societies. The operations for 



procurement of grounchuts w W  atarted towax& the uid cd HOPatrPI 
Wr, 1981 and fhP  stock of gPoundnat-in-shell, oil and c a b  tifho~nsd 
fo h. W84 lalihs at the en8 of 1981-62. The vmluatibn of tfdip rtodr: 
on the basis of Inte'metional prices of ail and cekC and internal prim 
of @foundnut-in+heU resulted in a lots vf Rs. W2l Lakhs whieh uas 
set ofP aeinst the Trade Development Reserve in tlre acdountap for 
1961-82. ' h e  Corporation expected a furaer fall in value 6f e ~ ~ % h g  
stock during the course of the year 1962-68. 

Explaining the overall significance of the deal in qQWibn, tfIC 
representative of the Ministry stated that at the instance of G6Vt?Hl- 
ment, S.T.C. undertook export of groundnut oil. It was known that 
ex tend  prices would be lower than the internal prie of proctm- 
ment, but it was a package deal in the sense that against these anti- 
cipated losses the STC was given import items (such as copra, bet&- 
nuts and cloves) on which they would make adequate p f l t s  st3 that 
the entire series of transactions should not result in any appreciable 
loss. At the same time, the country earned foreign exchangc! affidunt- 
ing to Rs. 288 lakhs which was badly needed. In the first d s e  it was 
also the objective of the S.T.C. to try and get a very fair and reasan- 
able price to the grower; hen* the purchase through the GrtjwefS' 
Co-operatives. To a question wh&her the lass made in India 
had been made good, it was added th&t if it was desired to expo* 
pundnu t  oil and earn ftifeign e x c i g e ;  then someone had to sirffer 
the 10s-the entire comunity, like the case of Ph r l i amt  voting 
for a subsidy on sugar. To make up the lass, it hld to be linked With 
another commodity dhich had a pHfit element. It was added that 
the internal price of betelnuts was about 8 times the landtkl cost. 

It wwbs pointed out by the Committee that 83 the imported aricles 
w e e  scarce in the country, the S.T.C. charged a much higher price 
for them, with the result that the consumers had to suffer. The Cora- 
mittee desired to know whether the S.T.C. could not give some relief 
to the cimmmers by nducing the qumtum of h own profit on im- 
pbrtcd items. The Ch&hmb, B.T.C. stated that the total demand 
for betelnuts amid elm in the country was much larger than the 
capacity to impmt them on account of foreign exchange shortage. 
Even if the limited trade in these articles was left free, it was not 
certain that the prices would come down; on the contrary, they might 
ga UP- 

'"The Committee do not appreciate the policy that when the impoit- 
d d e s  were scarce in the country, the S.T.C. should c)IEe a 
much higher price for these hticles, putting the e o n s u ~ m  Q altrth 



4r; order to get clear picture of the various transactions 'involvnd 
in this deal, the Committee desired to have additional informatha 
from the Ministry as per list of points in Appendix I. 

The Committee regret to note that the information has net 
been received so far (Feb., 1964). 

Exhibition CeU in the S.T.C. 
105. The Public Accounts Committee had in their earlier recam- 

mendation b r a  16 of their 8th Report (3rd Lok Sabha)] desired to 
know whether there was any possibility of merging the various exhi- 
bition units of the Handicrafts and Handloom Export Corporation 
and the S.T.C. into the Directorate of Exhibitions as they were doing 
more or less the same job. In a note submitted to the Committee, 
the Ministry of Commerce and Industry (now Ministry of Interna- 
tional Trade) had stated that the activities of the Werent  Exhibi- 
tion Units were different and as such it was not feasible to merge 
all of them into one Unit. The Committee desired to know the views 
of the Chairman, S.T.C. in the matter. The Chairman, S.T.C. stated 
that it might not be possible to merge all these with the Directorate 
of Exhibitions because their functions and purposes were quite diirer- 
ent. As far as the S.T.C. was concerned, the sta.B for exhibition 
Unit which was to coordinate the activities of the S.T.C. with the 
Exhibition Directorate, consisted of one O.S.D., U.D.C., L.D.C. 
and one Inspector. The total cost incurred was of the order 
of Rs. 24,000 per year. This skeleton stafP was not only meant for 
the purpose of exhibitions but also to do other work. While the 
Exhibition Directorate performed the organisational functions, pub- 
licity work etc., the work relating to enquiries with regard to par- 
ticular trade could be better handled by the persons concerned who 
could answer the queries and also receive orders if any. The Exhi- 
bition Directorate would not be able to handle the actual trade en- 
quiries or give samples etc. The Chairman, S.T.C. further submitted 
that the formula should be that if all the Units were doing different 
hmctbs which were supplementary and complementary to each 
other, they would be entitled to have separate existence. 

The Committee are not quite eonviBced with these ugumerts. 
They feel that it should be possible for the Directorate of Exhibitions 
to handle a11 the work connected with Exhibitions. Other argdm- 
tions like the S.T.C. and Handicrafts and Eandloom Export Corparr- 
tion can eatrttllt the work in eonneetioar with exhibitions to one oJ 



their ofRcers. That officer should remain constantiy in touch 1~1th 
the Directorate oT Exhibitions and supply them with such data and 
information as required from time to time. The Committee would 
like the Ministry to re-examine this question in the light of Corn- 
tiittee's observe tims. 

l 
(vii) NATIONAL NEWSPRINT AND PAPER MILLS LTD. 

106. The National Newsprint and Paper Mills Limited was floated 
as a private enterprise at Nepanagar in 1947 with an authorised capi- 
tal of Rs. 5 crores and issued capital of Rs. 1.5 crores. The Govern- 
ment of Madhya Pradesh subscribed to the share capital to the extent 
of Rs. 60 lakhs and also promised certain facilities in the earlier 
stages. In 1949, the State Government took over the management of 
the Company. 

In 1958, the Capital structure was recast and the Government of 
India acquired the majority of the shares and took over the control 
af the Company. The paid-up capital as on 31st March, 1962 stood at 
Rs. 4.95 crores. No valuation of the Company's assets was made at 
the time of its being taken over by the Central Government. 

The Committee were informed by the Managing Director of the 
Nepa Mills that during the early phases of its existence when the 
Mills were managed by a private Company, the Mills encountered 
Anancial and other difficulties and practically made no progress. This 
led to the Mills coming under the management of the Madhya Pra- 
desh Government in November, 1949. The Mills then showed sign of 
progress; but it was still not satisfactory. It appeared that without 
some large-scale financial help and proper technical direction no fur- 
ther headway was possible. As such, in December, 1958 the Manage- 
ment of the factory was passed on to the Central Government as a 
limited company in the public sector. Since then the production was 
etated to have risen steadily from 14,371 tonnes in 1957-58 to 26,515 
tonnes in 1962-63. 

The Committee were also informed in evidence by the representa- 
tive of the Ministry that, in financial terms, the taking over by the 
Central Government involved conversion of the Central Government 
loans amounting to Rs. 282.73 lakhs into share capital am- 
ounting to Rs. 255 lakhs which gave Central Government majority of 
shares of 51 per cent. The State Government held 35 per cent of the 
shares and the rest were held by private individuals. It was admitted 
that the formal valuation was not done in December, 1958 when the 



Mills were taken over by Government but it waq done for the 
period ending the 31st March, 1959 in the balance sheet. The assets 
were then valued at Rs. 5,98,65,336. It  was also added that no detail- 
ed physical verification was conducted although that should have 
been done. 

The Committee enquired as to what was the market value of the 
shares compared to their face value. The representative of the Min- 
istry stated that the present market value was Rs. e or Rs. 8 per 
share of Rs. 10 as face value. This, it was explained, was due to the 
fact that no dividend had been declared for a number of years on 
account of repayment of accumulated loans. The results of the Com- 
pany were said to indicate a hopeful trend, the profit during 1961-62 
being 8.2 per cent of the paid up capital. 

The Committee were anxious to satisfy themselves if at  the time 
of taking over the management of the Company or hnmediately there- 
after, the Central Government had duly looked into the state of 
assets and liabilities and the accounts of the Company so as  to see 
that Government were not saddled with accumulated losses of the 
past, and the price paid by them for acquisition of dinre capital had 
been arrived at on a fair assessment of assets. Having been unable to 
obtain information during oral evidence, the Committee desired to be 
furnished with a note on the following points; but the note is still 
awaited: 

(i) Basis of valuation of the Mills. 

(ii) Value fixed for assets and liabilities of the Mills (The 
figures for assets and liabilities to be given separately). 

(iii) What was the market value and face valm of the Shares 
of the Mills at the time when the Mills were taken over by 
the Central Government. 

(iv) Whether the amount of loss shown in the accounts of the 
Mills to the tune of Rs. 1-73 crores when they were taken 
over by the Government of India, was adjusted against the 
payment of compensation. If not, what was the position. 

(v) What was the co~rclusion reached after valuation regarding 
the state of assets and liabilities with reference to the book 
value taken over. 

Production-Para X (2),  pages 49-50 

107. The. production capacity of the Mills was fixed at 100 tons per 
day on an estimated speed oY the paper machine at 900 to 1,000 ft. 
per minute or 30,000 tons per annum, on the basis of 300 working days 



~r year. The factory went into regular pdaiction on 26th Ap% 
1956. The targets of production Axed and actual production during 
tbe four years 1958-59 to 196162 were as follows: 

Year 
Physical Actual Actual 
targeteij Produc- Produc- 
fixed' a, tion dur- tion pet 

Ling the day 

(Tons) (Tons) (Tons) 

1958-59 . . No target 21,838 73 
dxed 

-- - - - - -- 

According to the Audit Report, one of the reasons given by the 
Management for shortfall of actual production compared to the rated 
capacity was "weakness of the fibre which does not allow the machine 
to run at the normal speed of 1200 ft. per minute". Elucidating the 
position, the Managing Director of the Company stated in his evidence 
that the raw material coming into the production of newsprint in the 
Mills was Salui which had the charackristics of hard wood and was a 
very poor material as compared to soft woods from which newsprint 
was produced in most other countries. He added that by improving 
the techniques of fibre treatment the production had increased. Pr+ 
duction during December, 1962 was stated to be 2,555 tonnes; in Jan- 
uary, 1962 2,627 tomes; and in March, 1963, 2,793 tonnes, i.e., about 
200 tonnes more than the monthly rated capacity of the plant. The 
Mill's own indigemus chemical and mechanical pulps had gone into 
this production. I t  was also stated that the rated capacity of 30,000 
tonnes per year was expected to be a c h i d  during the current year. 

The other reasons attributed to the shortfall in the production 
bitherto were stated to be (a) limited supply of power and steam and 
(b) non-availability of experienced staff to run the machine at higher 
speed. In reply to a question, the Committee were informed that 
these difaculties were also real but in spite of these handicaps the 
rated capacity had been achieved. The shortfall in the availability 
ai P Q W ~  to the Mills was stated to be & the order of 700 to 800 K.W. 
But this was likely ta be made up in the next three or four months. 
The problem of recruiting experienced technical pemnnel, it wrs 



bii 
eaeted, arore due to the fact that the sealas of pay pi~eselrlbd .for ocn- 
tain postg were not suflhiently attractive. A Study Group of the 
P.A.C. who had visited the Mills were infonned that certain posb 
of mechanical and chemical superintendent had been advertised twice 
but after screening, none of the candidates was found suitable. 

The Study Group also learnt during discussion with the Manage- 
ment that another matter causing concern was the diminishing re- 
serves af Salai wood which neither regenerated nor was it found 
possible to grow it by seedling. The question was stated to be engag- 
fng the attention of the Forest Research Department of the State Gov- 
ernment. They had found the possibility of growing Eucalyptus in 
this area, a wood which was used for making paper in some other 
countries. Provision had been made by the State Government for 
its plantation. 

The Committee note from the evidence that the main 
problem faced by the Mills arises out of unsuitability of the 
available raw material for production of newsprint and thii also 
aiFected the economics d production. The Committee consider it un- 
fortunate that this factor had not been given due consideration when 
the location of this factory was decided. They were informed that 
until recently some pulp had to be imported to be mixed with indigeb 
ously manufactured pulp so as to improve the quality of the fibre. 
The Committee had also been informed that at present only about 
25 per cent of the requirement of newsprint in the country was belug 
met by indigenous production and that it was proposed to expand indi- 
genous production by increasing the capacity of Ntpa Mills from 
30,000 to 75,000 tonnes by 1966 and by creating a further capacity for 
1,!50,000 tonnes in the private sector. The Committee hope that the 
question of availability af suitable raw materials for the new schemes 
will be given due attention and that the history of Nepa Mills wil l  
not be repeated in their case. Urgent attention must also be paid to 
the training and recruitment of technical staff. 

108. In view of the proposed expansion of the capacity of Nepa 
Mills, the problem of diminishing reserves of Salcri wood assumas 
added urgency. The Committee suggest that it is necessary to assess 
how long the existing reserves would last and that the ways of fn- 
creasing them and of growing alternative woods should be systemti- 
cally examined and pursued so that the afforestation programme of 
the State Government is kept abreast of the requirement of Nepa 
Mills. 

The Committee were informed that suitable soft-woods were 
available in Kashmir in the Himalayan slopes but tho problem was 
of their transport and economics of pulp manufacture. They xmre 
dm Iniormed that €he poeaibility of patting up a plant in Ir.lwnb 



was being explored. Since it is in the long term interest of the 
newsprint industry in India to produce pulp of good quality indigen- 
ously rather than importing it, the Committee feel that it is high time 
&at priority is given to this matter. 

Cost of Production and Selling Price-Paras X(3) (a) and X (4)- 
pages 50 and 52 

109. In 1953 a Committee was formed to enquire into the working 
of Nepa Mills Limited. The Report of the Committee was submitted 
in July, 1953. The cost of production of Newsprint on the basis of 
full production capacity was estimated by this Committee at Rs. 478 
per ton approximately. The following table indicates the quantity 
produced and cost of production: 

Year 
Quantity Percen- Cost per 
produced tage in- ton 

crease 
(Tons) over 

previous 
year Rs . 

Percen- 
tage in- 
crease 
over 
previous 
year -- 

The cost of production per ton and the selling price from 1956-57 
to 1961-62 was as follows: The cost of imported newspr.int per ton 
waa between Rs. 800 and Rs. 900: 

Cost of 
Year produc-j Selling price 

tion per 
ton - 

1956-57 . 1,107 Rs. 770 upto 31-12-1956 
Rs. 840 with effect from 2-1- 1957 

1957-58 . 1,014 RS. goo w.e.f. 1-4-1957 
Rs. g ~ o  w.e.f. 16-5-1957 
Rs. 952 w.e.f r -1-1958 

1958-59 . . 801 Rs. 1064 
1959-60 . 864 Rs. 1064 
1-61 . 885 Rs. 1064 
,96142 . 869 Rs. 1064 



G The Managing Director of the Company explained that the Nepa 
Newsprint was costlier than the imported product mainly because of 
large expenditure incurred in Nepa Mills on chemicals for bleaching 
of pulp as Salai wood was rich in colquring matter and the high cost 
of purchased power and steam (25 per cent of the total cost). I n  
foreign countries 15 per cent chemical pulp was used, whereas in 
Nepa Mills the percentage was 40. The Secretary of the Ministry 
added that the countries exporting newsprint to India produced it in 
large quantities. Such producers were also anxious to retain the 
Indian market. Their cost of production, however, could not be as- 
certained. 

With regard to the cost of production during 1958-59 to 1961-62 
being as high as about 80 per cent above the estimated cost of Rs. 478 
per ton worked out by a Committee in 1953, it was stated in extenua- 
tion that there had been considerable increase after 1953 in the cost 
of chemicals, steam and power etc. Also, the cost of Rs. 478 per ton 
estimated by the Experts Committee did not include (i) the imported 
chemical component of the pulps, (ii) machine clothing, i.e., wire and 
felts, (iii) insurance charges, (iv) the selling commission and (v) dep- 
reciation. To a question as to what steps had been taken to reduce 
the cost of production, the Committee were informed that control was 
being exercised at each and every stage of production. The cost of 
production had come down from Rs. 869 a ton in 1961-62 to Rs. 838 
in 1962-63 and for the current year it was Rs. 830. 

The Committee drew attention to the fact that although the cost 
of production was coming down, as mentioned above, the selling price 
had remained constant at Rs. 1064 per ton. They enquired whether 
it was left to public sector companies to charge any price they chose 
to fix or they were guided by certain principles in this regard. The 
Secretary of the Ministry stated that it was difficult to lay down any 
norms of fixation of prices for products of various kinds manufactur- 
ed in the public sector. Prices of certain products like Iron and Steel 
were subject to controls. In rcspcct of products which were also 
produced by the private sector, it was stated, the price fixed for the 
public sector product had to be correlated to that at which the product 
was sold in the market by the private sector. The Secretary added 
that price fixation had to be kept flexible to suit the condition in each 
industry. In regard to the price fixation for Nepa Newsprint the 
Secretary stated ,that left lo themselves, the Nepa Mills would have 
liked to increase the price because they were anxious to repay the ac- 
cumulated loans early and declare a dividend at some stage. The 
price Axed gave a return of less than 10 per cent. of the capital em- 
ployed at any stage and was therefore a fair price. He added that it 



wid be worthwhile to see that the dehts of the ccmqmy were wip- 
ed out first before any reduction of the prices was considered. 

The Committee note that the cost of production bed been brought 
down from Rs. 889 a ton in MI-62 to Bs. 830 in the current year. It 
is however, significant to note that the cost of imported newsprint 
per tan is between Rs. 800 and Rs. 900. If due allowance is made for 
shipping charges, customs duties and the margin of profit it would be 
obvious that the cost of production would be considerably less in the 
foreign countries. The Committee, therefore, hope that efforts will 
be continued to bring down the cost of production still further. 

Rw, MatericzZ-Para X (3) ( b )  , pages 50-51 

110. According to the standard fixed by the Committee of experts 
in 1953, 100 tons of aa l i  and 100 bns of bamboo pulp are required for 
the production of 100 tons of newsprint. From the table given below 
it would appear that the consumption of these materials had shown 
wide variations and had exceeded the standard practically in all the 
years. The excess utilisation of these raw materials during the last 
S years amounted to Rs. 13-43 lakhs. 

. S t d a d  Consumption of Excess Value of excess 
Consumption saki a*ld Utilisatio~ consumption on 

Year bamboo for 100 the basis of 
tons of nemprinr total. producti- 

vrtp 
(In hkhs of RE.) - .---- --.- - 

Salri Bunboo Salai Bamboo Salai Bamboo Salai Bamboo 
Tons Tons Tons Tons Tons Tons 

On 16th December, 1961, a contract was entered into with a flrm 
of American Consultants, who were to suggest improvements in the 
existing Plant and Working methods. Their report was stated to be 
under examination by the Board of Directors. Meanwhile, the Man- 
agement had given effect to some of the suggestions made by 
the Consultants during the course of their investigations, as a reeult 



of which there was stated to be some improvememt in the mwwsy 
from the existing raw materials. 

The Committee desired to know the resaclns fdF wide viariatiom in 
the propordioa of Salai wobd and bamboo utflisad pd 100 tons sf 
newsprint as against the standard consumption of 100 tans of eWh. 
The Managing Director of the Mills stated that the poor quality of 
the available raw material was the greatest handicap in the begin- 
ning and they had to utilise imported pulp. To the extent import4 
pulp was mixed, the consumption of both Salai and Bamboo declined. 
The characteristics of raw materials used also varied from time to 
time. Tlie use of imported pulp was discontinued recently after dif!fi- 
culties in regard to use of indigenous raw materials were overcome. 
The Secretary of the Ministry, intervening, stated that the standard 
of 100 tons was only a matter of guess as there was no previous exp- 
rience of any factory utilising Sdlcri w d .  

In reply to a question whether in the light of experience gained 
any new formula had been evolved, the Secretary of the Ministry 
stated that it was only this year that the Mills were likely to have 
a full year of production with indigenous material without admixture 
of foreign pulp. It was, therefore, difficult to fix any revised standard, 
without gaining experience at least for two years. It was also stated 
that when the expansion of the Mills would be taken up, there would 
be a different process which would give a better pulp. 

The Committee feel that with the experience already gained in 
the manufacture of newsprint without admfKture of imported pulp 
with the indigenously manufactured pulp, it is desirable to fix some 
tentative standards for consumption of raw materials as compared to 
the tlnished product. These could be revised in tho light of tattber 
experience. 

Setting up Plant for Cn~lstic Soda nn.d Chlorine-Para X ( 3 )  (c). page 
51. 

111. Caustic Soda and Chlorine were the main items of consump 
tibn amongst chemicals which were purchased from outside. The 
Committee of experts was of the view that it would be adrantageous 
if thC Conipahy could persuade a private pftrty to set up a small 
p h t  of 5 or 6 tons capacity for the supply of soda and chlorine to the 
Mills and nearby consumers as it would save cost on transporting 
€hose chemicals bver long distances. For setting up the plant, laad, 
water and power are available in Nepanagar and odfr salt has te be 



transported from Surat or Bombay. Considering the cost of tranport- 
ing salt from Bombay or Surat, the savings when the plant is set up 
would be of the order of Rs. 2 or 3 lakhs a year. On 29th December, 
1960, i.e., 7 years after the recommendation of the Committee the 
MiMs approached the Government for a licence for the installations 
of the plant. I t  was granted on 10th February, 1961. The contract 
for supply, erection and commissioning of Caustic Soda!Chlorine 
Plant and Machinery was awarded at a total cost of about Rs. 39 lakhs 
on 28th Julv. 1961. The Supply equipment was to be completed by 
January, 1963. 

The Secretary of the Ministry explained to the Committee that 
a private party had been given licence to put up a plant in Nepa- 
nagar but it failed to do so and its licence had to be revoked in 1960. 
In the circumstances and until the licence already granted was re- 
voked, the Nepa Mills could not take steps to set up their own unit. 
The present position was that the machinerv had been received and 
the plant was being erected and by early 1964. it would be put into 
commission. 

The Committee regret to note that the question of sctting np the 
plant through a private party or by the Mills themselvcs was not dealt 
with the urgency it deserved in view of the saving of Rs. 2 or 3 lakhs 
per year expected to accrue as a result thereof. 

The National Newsprint and Paper Mills Limited-15th Report and 
Accounts, 1961-62. 

112. The Committee note that Annual Report of the Company 
for the sear 1961-62 was rather sketchy. They desire that the next 
Annual Report of the Company should he more informative as regards 
its achievements against targets fixed, the major prohlems encounter- 
ed and solutions found and it should also deal with such matters as 
cost, control, progress of expansion of capacity traiqing imparted to 
personnel etc. 

Cost of departmental bamboo lost due to fire-Page 20 of the Report, 
Rs. 1,90,851.52 nP. 

113. A sum uf Rs. 0.93 lakhs was charged to the profit and loss 
account for the year 1961-62. This represented loss due to fire of 
bamboo worth about Rs. 1-91 lakhs less an amount of Rs. 0.98 lakhs re- 
covered from the Insurance Company. The Committee were inform- 
ed that the cause of the fire was not known. The entire stock was 
not covered by insurance. The Committee would like to know the 
reasons therefor. 



The Committee hope that necessary precautions are being taken 
to avoid such losses in fuhre. 

(viii) INDIAN RARE EARTHS LIMITED 

Para XI, pp.  53-54 
General 

114. In Aprill, 1949. the Government of India entered into a Tech- 
nical Agreement with M/s Societe de Products Chemique Des Terres, 
Paris, of France for setting up a factory in India with the object of 
processing monazite sand into cerium. thorium and other similar 
radioactive minerals and for this purpose the Indian Rare Earths Ltd. 
was formed on 18th August. 1960. As the Company could go into 
production only after some time, the Government of India entered 
into another agreement with the same French firm in September, 
1950, called the 'Interim Processing Agreement' for the temporary 
processing of the monazite sand sent from India for and on behalf of 
the Indian Companv at the Works of the French firm in France. 

A.rmidable loss of Ra. 1,16,383 on sale of Carbonute-Sub-para (ii) of 
Para XI ,  page 54 

115. The French firm processed the chloride solution extracted 
from Monazite and manufactured 34,274 kgs. of Rare Earths Carbon- 
ate. Out of this quantity, they took over 597 Kgs. of dried carbon- 
ate equivalent to 12905.02 kgs. of chloride solution @746-83 F.F. per 
kg. of chloride solution plus the processing charges (up to Carbonate 
stage) amounting to F.F. 2404666. The outside selling rate of Carbon- 
ate was however 1,766 F.F. per kg. (at which rate the foreign flrm 
had already disposed of 7,567 kgs.). 

Tn the statement of accounts rendered upto June 1951, the French 
firm gave credit to Indian Rare Earths Ltd., for 11,597 kgs. of dried 
carbonate taken over by them at the rate approximating to the mar- 
ket rate, less their commission and profits. Subsequently in the ac- 
counts rendered for the third quarter of 1951, rectification statement 
was furnished, writing back the above credits. 

The Board of Directors of the Indian Rare Earths Ltd., resolved 
on the 26th December, 1951 that the S.T.R. should be charged for 
the carbonate at the same rate at which it was being sold to others. 
However after some negotiations the company charged the French 
firm @74683F.F. per kg. of chloride solution plus the processing 
charges as against the outside selling rate of carbonate of 1766F.F. 
per kg. and the journal entries were passed giving effect to the above 
in March. 1952. There was no speciflc approval of the Board to se?! 



at abwe rate and only in the rocozrt meeting held on 28th &me 
1963 the Board had taken cognisance of the abave a l e  as a result of 
the audit para. 

The Committee were informed during evidence that while proceb 
sing monazite, two types of Fare earths chloride are obtained--one 
concentrated chloride solution which is the main product and an- 
other dilute solution. The dilute solution cannot be economically 
concentrated and, therefore. this is converted either to hydroxide or 
to carbonate or some other similar product. Out of 34 tonnes of 
carbonate with the French Firm, part of it (16.5 tonnes) was sold 
to outside parties. But subsequently there was no demand for it. 
Therefore, €he problem was either to carry it into stock or to sell 
it et reasonable rates. The French h, which was using rare earth 
for making various products. offered to take up the Rare Earths Car- 
h a t e  for its own use at the price of the chloride solution. It took 
11.6 tonnes of carbonate and gave credit at the rate of £262 per 
tonne. The Company (I.R.E.) however, sent some experts to find 
out as to what should be charged from the French firm for the quan- 
tity of carbonate taken by it. As a result of such study it was decid- 
ed to raise the basic price of chlordie from £262 to £375 per tonne. 
It was also decided that this rate might apply to chloride as well as 
to carbonate assuming t h t  the carbonate had been taken at the earlier 
stage of processing namely as chloride and further pocessing cost 
of converting chloride into carbonate had also to be borne by the 
French firm. It was thus contended by the Financial Adviser that 
although the price at which carbonate had been sold in the market 
was higher than that at which credit was given by the French firm, 
it was a fair settlement arrived at taking into consideration the mar- 
ket conditions. It was added that the resolution of the Board of Direc- 
tors at their meeting held on 26th December, 1961 regarding charging 
W. same rate from the French Firm at which carbonate was being 
sold to others applied to subsequent transactions, if any. But nothing 
had been sold after that date. 

In order to examine the matter further the Committee desired to 
be furnished with certain further information. From a note* furnish- 
ed by the Company pursuant thereto the Committee observe that the 
quantity of 11597 kg. of Carbonate (Oxide) was sold to the S.T.R. 
during Nwernber, 1950 to Jtane, 1951. During this period Carbonate 
( M e )  weighing 12,803:%0 kg. was also sold to outside parties by 
the S.T.R. Therdare, the plea that the daeiswn to sell carbonate to 
the Franch Firm, on the be& of the price £or chloride, was taken in 
dew of lack of dtm~nd for it is not very convincing. According to 

*Not vetted by Audit. 



the mots rubmittad by the Company the price for carbomte was fixed 
in aceordance with the decision of the Board on 21st April, 1951 that 
tbe selling price of rare earths chloride be fixed a t  E 375 per ton ex- 
works. I t  has been contended that although the minutes of the meet- 
ing of the Board contained no separate reference to the sale of carbo- 
nate on the basis of the price of rare earths chloride solution from 
which i t  had been obtained by the French firm at its own cost, the 
management's action was based on the discussion and consideration 
of the matter at the Board Meeting and within the spirit of the actual 
minute recorded by the Board The Committee understand from 
Audit that the decision taken at the Board meeting held in April, 1951, 
deals only with the selling price of Rare Earth Chloride and does not 
refer to carbonate. That this decision is not applicable to carbonates 
sold in question is also evident from the 'fact that in the statement of 
accounts rendered upto June, 1951 the S.T.R. gave credit for carbonate 
taken over by them at the rate approximating to the market rate less 
their commission and profits. The rectification entries reversing the 
original credits at market price were made only in the return of the 
thud quarter for 1951 received from S.T.R. The financial implica- 
tions of the rectification entries and of the sale at the price of Rare 
Earth Chloride solution in the light of the market price of carbonate, 
when they were taken by the S.T.R. in the form of carbonate, had not 
been brought to the notice of the Board. The Committee are surpris- 
ed that an important decision having financial bearing should not have 
been specifically mentioned in the minutes of the meeting of the 
Board of Directors. They desire that proper records should be kept 
of all important decisions to avoid any possibility of doubt. ' 

Internal Audit, Para XW-Sub-para 2, page 56 
116. According to the Report of the Company's Auditors the exist- 

ing system of internal audit in the Company was not comprehensive 
and effective. During the year 1961-62 the Audit staff was diverted 
for the preparation of final accounts, thereby defeating the very ob- 
ject of internal audit. 

The Committee were informed during evidence that the internal 
audit staff was utilised for the preparation of final accounts because 
of the pressure of work. However, the Company had accepted the 3b- 
servations of Audit and the practice of utilising internal audit staf! 
for preparation of accounts had been stopped. 

The Committee consider it wrong in principle to utilise the services 
of internal auditors for the preparation of the accounts, which they 
themselves are required to audit later on. In order that the audit 
may be effective i t  is essential that the two functions should be 
2447 (Aii) -10. I 



discharged by different persons. The Committee found that in the 
case of another Public Undertaking a h  (Hindustan Shipyard Ltd.) 
the Audit staff was diverted for the preparation of final accounts. The 
Committee, therefore, desire that their observations should be brought . 
to the notice of aW the public undertakings, etc. to avoid the recur- 
rence of such instances. 

Supply of defective plant and machinery by a fir176para 166 of 18th 
Report of the Public Accounts Committee (1958-59) 

117. Some defects were noticed in a number of plant and machi- 
nery components of the chloride furnance purchased in France ac- 
cording to designs and specifications furnished by the Consultants and 
inspected by them. As it was desired that the plant should go into 
operation according to schedule, the defects were set right by the 
Company itself at a cost of about Rs. 3,86,763. To safeguard the inter- 
ests of the Company, the payment of Rs. 2 lakhs due to the Consul- 
tants had been withheld. The Public Accounts Committee (1958-59) 
were informed that as soon as the final audit of the company's ac- 
counts with the French firm was carried out, the Company proposed 
to discuss the issue with the firm and settle it. 

Explaining the present position the Managing Director stated dur- 
ing evidence that the Company had preferred a claim of Rs. 2.70 
lakhs against the French firm and the matter was also discussed with 
the firm. The firm had however, not accepted the claim in full. I t  
was added that it might be possible to settle the claim before the 
agency with the Firm was terminated on 1st April, 1W. 

The Committee would like to be ' informed of the settlement 
reached in this case and the amount recovered .from the flrm. 



REPORT OF COMPANY AUDITORS UNDER THE DIRECTIVE 
ISSUED BY THE COMPTROLLER & AUDITOR GENERAL 

(ix) BHARAT ELECTRONICS LIMITED 

Chapter IV-Para XIV, Pages 56-58 
Budget Estimates 

118. In thd r  Report on the Accounts of the Company for the year 
1961-62, the Company Auditors stated that there were wide variations 
between the original estimates and the actuals, both regarding re- 
ceipts and payment. 

In evidence, the representative of the Ministry of Defence stated 
that budget estimates were framed by the Company on the basis 
of indications of requirements given by the Services. As the orders 
actually placed by the Services did not always conform to previous 
indications, the actuals differed from the estimates. The Comptroller 
& Auditor General pointed out that the budget provision for factory 
buildings and residential buildings were Rs. 10.09 lakhs and Rs. 14-34 
lakhs respectively but the total expenditure on both was Rs. 1040 
lakhs only. The representative of the Ministry stated that there was 
considerable difficulty regarding the price of land on which the 
building was to be constructed. There were also difficulties in the 
procurement of cement and steel. 

While the Committee note the difficulties encountered by the 
Company in the preparation of accurate estimates, they feel that 
with a closer liasion with the Ministry of Defence and other Govern- 
ment Departments and a more realistic basis of assessment, in the 
Bight of the Company's past experience, the position can be signifi- 
cantly improved. The Committee trust that the Company will pay 
due attention to the matter, and initiate necessary steps to achieve 
the desired end. 

Balance Sheet 

119. The 'Sundry Debtors for Trade' increased from Rs. 32.93 
lakhs on 31st M~rch ,  1959 to Rs. 132.42 lakhs on 31st March, 1962. The 
amount outstanding for over a year as on 31st March, 1962, was 
Rs. 14.81 lakhs. In evidence, the representative of the Ministry of 



Defence stated that 99% of the outstandings were against 
Government Departments. The accumulations were due to 
p~locedural delays in these Departments. It . was suggested 
by the ,Comptmllm & Auditor General that, like othes m- 
mercial undertakings, the Company might ask for 90% payment 
before despatch, and 10% thereafter. The representative of the 
Ministry agreed that it would be worthwhile introducing this princi- 
ple. He, however, added that there might be some diWculty in case 
of Defence requirements. 

The Committee desire the Company to take an early decision 
reF;anling the introduction of the above mentioned suggestion of the 
CamptroIler & Auditor General. They also desire the Company to 
make special efforts for the expeditious realisation of the heavy debts 
which have already accumulated. 

(x) GARDEN REACH WORKSHOPS LIMITED 

Para XN-Pages 56-58. 

System of Accounts and Book-keeping 
120. The Committee were informed by Audit that the detailed 

duties and responsibilities of various officers concerned with the 
maintenance of accounts had not been specified. The representative 
of the Ministry stated that a Financial Controller for the Work- 
shops had been appointed who would lay down the duties to be per- 
formed by the various officers in the matter. The Committee 
desire that this work should be completed at an early date. 

Asset Registers 

121. The Committee were informed by Audit that the original cost 
figures of various assets as appearing in the Asset Register could 
not be reconciled with those appearing in the Fixed Assets schedule 
attached to the BalanceSheet. In a Note* furnished by the Minis- 
try of Defence, it has been stated that the original cost figures of 
various assets as appearing in the Assets Register have not been 
recorded properly in the Assets Register and have never been re- 
conciled with the original cost mentioned in the Schedule of Fixed 
Assets in the Balance Sheet since 1935 and as such it is not possible 
to reconcile the figures of original cost. The original costs mention- 
ed in the Schedule of Fixed Assets in the Balance Sheet have al- 
ways been worked out from the Schedule of Fixed Assets of the 
previous year for incorporating in the Schedule of the Current . 

---- --- 
'Not vetted by Audit. 



year. I t  has further been stated that a; the original cost mention- 
ed in the Assets Register cannot be reconciled with the original 
cost mentioned in the Schedule of Fixed Assets in the Balance 
Sheet, the original cost portion of the Assets Register, which is be- 
ing written afresh will not be a reconciled figure. 

The Committee are surprised that the Accounts of the Garden 
Beach Workshops-a commercial undertaking-should have been 
so badly maintained. They desire that vigorous efforts should be 
made by the Workshops to bring their Accounts to a satisfactory 
isvel. 

Balance Sheet 
122. The Committee were informed by Audit that the amounts 

due from Sundry Debtors had increased from Rs. 80,51,221 on 31st 
March, 1960, to Rs. 1,10,30,424 on 31st March, 1962, although the 
sales had decreased from Rs. 2.3 crores (approximately) in 1958 
60 to Rs. 1.70 crores in 1961-62. The representative of the Ministry 
of Defence stated that timely payments had not been made by 
Ordnance Factories and other Government organisations. 

In a note* submitted by the Ministry of Defence, it has k n  
stated that it was not possible to reconcile the figures mentioned 
above. The figures from the published Accounts were as follows: 

(a) Debtors as reduced by Doubtful Debts as 
on 31st March, 1960. 71 $4,408 

(b) Sales during the half-year, 1959-60 1,14,96,370 

(c) Debtor* as reduced by Doubtful Debts as 
on 31st March, 1962, amounts to 1,01,69,965 

(d) Sales during the year 1961-62. 1,69,98,687 

It has further been stated in the note that the debtors have increas- 
ed from Rs. 71.84 lakhs as on 31st March, 1960 to Rs. 101.70 lakhs 
as on 31st March, 1962, ie., an increase of Rs. 29.86 lakhs. This 
was mainly due to the fact that the net amount of bills submitted/ 
accounted for during the last month of the year ended 31st March, 
1962, i.e., in March 1962, amounting to Rs. 64.72 lakhs (after adjusting 
the amount of advance received), was more than the net amount 
of bills submitted/accounted for during the last month of the year 

*Not vetted by Audit. 



ended 31st March, 1960, ie., in March 1960 amounting to Rs.,37*05 
lakhs (after adjusting the amount of advance received) by Rs. 27:67 
lakhs. These bills being submitted during the last month of the 
year could not be collected before the end of the year and as such 
the debtors show'ed an increased figure. 

The Committee view with concern the accumulation of heavy 
Debts due to the Workshop which appear to be disproportionately 
large in relation to their turnover. They desire thd Workshops to 
take effective steps for the expenditious realisation of these dues. 
They would also like the Ministry to examine t.ke feasibility of im- 
plementing the Comptroller and Auditor General's suggestions (re- 
ferred to in an earlier para) that 90 per cent. of the value of the 
goods sold may be charged before despatch and 10 per cent. there- 
after. 

Procurement and inventory control 

123. According to Audit, there was no scientific system of pro- 
curement and inventory control in the Workshops. The represen- 
tative of the Ministry stated that there had since been an improve- 
ment, and a continuous check was now being exercised by the 
Finance Manager of the Company. The Comptroller and Auditor 
General pointed out that, according to auditor's report, some of the 
non-moving stores were old. The representative of the Ministry 
stated that action was being taken to dispose of some of these stores. 
The Committee desire that this should be expedited. They further 
desire that the leewhy in the introduction of a scientific system of 
procurement and inventory control in the Workshops should be 
made up at early date. 

(xi) MAZAGON DOCK LIMITFD 

Para. XIV-Page 57 

Manufacturing and Production Accounts. 
124. According to auditors' report the Company did not pre- 

pare manufacturing accounts. The only finished product the Com- 
pany manufactured. was Camp-bell Oil Engine. As the selling 
price of this Engine was fixed some years ago and the cost of pro- 
duction had since gone up, the Company did not make profit on the 
same. The question of continuing this line of activity was stated 
to be under consideration. 

The representative of the Ministry of Defence stated that, ac- 
cording to the view expressed by the Company, if the price of the 



Engine was raised, it would not be possible to sell it in the market. 
An effort was, therefore, being made to bring down the cost of 
production. In a note* submitted by the Ministry df Defence, it 
has been stated that the production of Campbell Oil Engine had 
been undertaken in this Company in 1953, in collaboration with M/s. 
Campbell Oil Engine Company (U.K.), Mth a view to prgride 
an outlet for the surplus foundry capacity available in the Yard. 
The intention also was to provide some work load of a regular and 
recurring nature (for the Fitting and other shops), to offset the 
variation in load due to ship repair work. The agreement with 
the principals required the payment of royalty on a sliding scale, 
depending upon the indigenous content of the engine manufactured. 
As the Agreement terminated on 10th June, 1963, by efflux of time 
and as the Company held on that date considerable amount of spare 
for the manufacture of the engines (approximately Rs. 10 lakhs), it 
was decided to continue the manufacture of the engines under a 
different trade name and to reduce the cost of production by avoid- 
ing royalty payments. 

Based on the production for the period 1st October, 1962 to 31st 
March, 1963 the cost of production per engine of each type had been 
computed as follows: 

Type of Engine Cost Pria Selling Price 

6 H.P. . . . .  Rs. 2,039 Rs. 1~980 

15/20 H.P. . . . . .  h. 4~392 fi. 4,350 
(Re 4,500 for 18/20 
H.P.) 

It has further been stated in the Ministry's Note that the Com- 
pany had considered the question of increase in the selling price 
of these engines and it had come to the conclusion that there was 
no escope for increasing the prices in the fact of competition from 
other manufacturers, as it would result in a considerable fall in 
demand. With the cessation of the payments for royalty, it was 
hoped that the cost price would be reduced and the loss in the manu- 
facture of engines could be avoided. It is, howkver, seen that due 
to general increase in prices of components supplied by other par- 
ties, the possibility of a fall in the cost of production may be ruled 

*Not vetted by Audit. 



mt. The Company, is therefore, examining the question of coa- 
tinuance of production of these engines and enquiries are being 
made regarding the possibility of disposing of the components and 
rpare parts. 

The Committee regret the losses suffered by the Dock in the pro- 
dmttion and sale of the Engine in question. They note that the 
Company are already seized of the question of discontinuance of . 
the production of the Engine. They would like to be informed of 
the fmal decision taken in the matter. Before the Company final- 
ly decided to discontinue the production of the Engine, the Com- 
mittee would like them to examine critically once again whether 
it would not be possibe to eliminate the marginal loss, by improv- 
Ing the technique of production and/or by a slight increase in the 
mlling price. 

Balance Sheet 
125. The debts outstanding to the Company for more than one 

year had gone up from Rs. 49,684 in 1958-59 to Rs. 741,238 in 1961-62 
(15 times) while the outstanding total debt (including those of more 
than one year old) had gme up by 3 times (approximately) viz., 
from Rs. 20.63 lakhs to Rs. b3-75 lakhs. 

The representative of the Ministry of Defence stated that bulk 
of the outstandings were due from the Navy on account of manu- 
facture aria repair of naval ships. There was a difference of opin- 
ion between the Navy and the Dock regarding the rates to be 
charged by the latter. 

In a note furnished by the Ministry of Defence, it has been stated 
that the debts outstanding from Government concerns for more than 
one year amounted to over Rs. 5,40,000 in 1960-61 and to over , 

Rs. 6,10,000 in 1961-62. I t  is also observed from this note that the 
total debts as on 31st March, 1963 amount to Rs. W 5 8  lakhs. 

The Committee view d t h  concern the phenomenal increase in 
the debts outstanding to the Company (from Rs. 20.63 lakhs as on 
31st March, 1958 to Rs. 99.58 lakhs as on 31st March, 1963). The 
Committee desire that special efforts should be made by the Com- 
pany for the expenditious realisation of these d u a  In cases where 
the oatstandings .could not be realised due to ditrerences regarding 
the rates charged, the matter may be settled with the customers at 
a higher level in r spirit of conciliation. In order that such heavy 
dues do not aeaumulate in future, the Committee would like the 



Company to examine the feasibility of implementing the Comptroller 
and Auditor General's suggest;ion (referred to in an earlier para) 
that 90% of the value of the goods sold may be charged before d e  
patch and 10 per cent. thereafter. 

1%. During the course of their on-the-spot study visit to the 
Dock in October, 1963, Study Group of the Public Accounts Com- 
mtttee were informed that due to the limited capacity of the dock 
for repair of ships, ,the Dock had refused orders for shiprepairs 
on a number of occasions. The Committee feel that as the repair 
orders, when accepted, would directly or indirectly earn foreign ex- 
change for the country, the expansion scheme of the company should 
be accorded a high priority. 



DEPARTMENTALLY MANAGED GOVERNMENT COMMERCIAL 
UNDERTAKINGS 

127. On 31st March, 1962 there were 41 Government Undertak- 
ings of a Commercial or quasi-Commercial nature run departnnen- 
tally. The financial results of the working of these undertakings 
are ascertained annually by preparing statmmts of accounts on a 
proforma basis outside the General Accounts of Government 

It may be explained that the manner of working out the Govern- 
ment Capital in these p r o f m a  annual accounts is as under:- 

Govexnment Capital as per Last Balance Sheet 

Add Withdrawals from treasury during the year 

Less Remittances into treasury during the year 

Add Adjustments during the year 
Add Profit during the year 

Less Loss during the year 

Government Capital 

The adjustments against Gwenunent Capital include-(a) 
Interest on capital; (b) Liabilities not met from cash (e.g. pension 
contribution, depreciation etc.). Money is drawn from the Treasury 
as and when required and all surplus cash b remitted to the 
Treasury. 

(xii) DELHI MILK SCHEME 

Para XVI, pp. 64-49 

G e w a l  

128. The Delhi Milk Scheme started supplying milk from 1st 
Nwernber, 1959. A wholethe Chairman who aids as the Chief 



Executive Miter is in charge of the day to day administratim of 
the Scheme. 

Foreign Assistance-Sub-Para 2 of para XVI, page 64 

129. The Scheme received E8,00,000 (Rs. 106 lakhs approx.) from 
the Government of New Zealand under the Colombo Plan for the 
purchase of machinery and equipment far the Central Dairy and its 
milk collection and chilling centres. Out of this, Rs. 83-74 lakhs 
had been utilised and the balance of Rs. 22.26 lakhs was expected 
to be utilised during 19.61-62 for capital expenditure. The foreign 
Govemen t  had further provided £13,250 approx. (Rs. 1.77 lakhs) 
under the Colombo Plan for the Scheme and had also placed the 
services af two Experts tcr train the Indian ,staff. 

Explaining me present position regarding utilisation of Foreign 
Assistance, the Secretary of the Department of Agriculture stated 
during evidence that orders had been placed for the purchase of ad- 
ditional machinery and the entire amount was expected to be utilised 
before the end of the current financial year. As regards further as- 
sistance of Rs. 1.77 lakhs, the witness stated that it was in the form 
of machinery (milk evaporator) which had already been installed. 

The Committee were also informed that the services of the foreign 
experts had been utilised for training the staff in running and main- 
taining the plant. The experts had, however, left a,bout two years 
ago. 

130. As regards the reasons for the delay in the utilisation of the 
assistance, the Secretary stated that the orders for the machinery 

' had been placed according to the quantity o f r d k  available. As 
against the target of the 7,000 maunds of milk every day within the 
Third Five Year Plan the supplies available a t  present were about 
4,000 maunds per day. The target of 7,000 maunds was expected to 
be reached m about a year. 

Physical Targets and Achievements-Sub-pa 3, page 64 

131. Besides the delay in the utilisation of Fareign Assistance, 
there had also been shortfall in the achievement ob targets fixed for 
establishment of milk collection and chilling centres and Milk 



Depots, trtc. The targets initially fixed and the achievements there- 
against were as given below:- 

Upto 0s oll 
Achievement 31-3-61 j 31-3-1962 

(I) Est~blishmeat of 30 Milk (I) (a) Centres in Opera- 
Colleaion and Chilling Ccn- tion 6 
tees (subsequently reduccd 

9' 

to 20 for the period upto (6) Centres completed 
31-3-1961) but not operated 

for want of electri- 
fication 5 3 

(c) Works in, progress 4 2 

(d) Work yet to start1 5 5 -- 
TOTAL . . . 20 I9 -- 

Mi Depot8 . I000 
AU-dry milk ehop . 50 

*NOTE : One mtre at Najafgnrh w h i i  war operated for a short time on an experimental 
basis was closed down in 1961-62. The management had stated that thie antre 
will again be put into active commission shortly. 

According to the information furnished to Audit the late com- 
pletion of construction wmk by C.P.W.D. and delay in manufacture 
of prefabricated booths by Hindustan Housing Factory were the 
main reasons for not achieving the target planned upto 31st March, 
1961 wen by 31st M- 1962. 

During evidence, the ~epresentative of the Ministry of Works, 
Housing and Rehabilitation stated that so far as the establishment 
of collection and chilling centres was concerned there had been 
delay in acquisition of land in some cases. Further, as some of these 
centres were situated in out of the way places, contractors were not 
readily available and tenders had to be called for two or three times. 
The present position was that 16 centres had already been complet- 
ed, and 4 were under constmction. As regards milk depots, which 
were to be set up by the Hindustan Housing Factory, although 
orders had been issued f a  the erection of booths, on many occasions 
the sites were not available and there were also obstructions from 
the local people. The number of depots working at present was 619 
and by the end of March, 1964 it was proposed to (be increased to 750. 

The Committee were, however, informed that the delay in the 
~regtruction of thme Centres and depots had not afEected the work- 
fng of the aheme. The target of 30 mills collection and chilling 



cmtres and 1,000 milk depots was set up for handling 7,000 m a d  
of milk supply. The Centres and depots actually established had 
been able to handle the supplies of milk available at present and 
w d d  be increased according to the increase in the supply of milk. 
Therefore, the main task was to step up the procurement of milk. 

The Committee note that one of the reasons for the short-£all in 
procurement of milk was the defective working of the collection and 
chilling centres. Thus, the two centres set up by the Scheme at  
Alipore and Najafgarh were not functioning at all. Similarly, the 
supplies from Ballabgarh and Bahadurgarh centres last winter were 
only 80-90 maunds as against the maximum capacity of 400 maunds. 
(At Bahadurgarh the supplies during the summer were only 35 
maunds). The Committee were informed that so far as Alipore 
and Najafgarh centres were concerned these were selected after a 
survey of the potentialities of the supply d milk in consultation with 
and on the advice of the Delhi Administration. Howwer, the Centres 
could not be started as the suppliers asked for a higher price which 
could not be agreed to. Further, as Wese centres were nearer to 
Delhi, the milk was !being brought into the city by local people. The 
matter had been taken up with the Delhi Administration for the 
development of these areas by intensive cattle development so that 
the Scheme could get milk from the co-operative societies at the 
usual rates. The reasons advanced for low supplies at Bahadurgarh 
and Ballabhgarh centres were that the industries had come up at 
both these places and the areas which were previously considered 
to be rural had become semi-urban and local demand for milk had 
increased. 

From the facts placed before the Committee it is obvious that 
there had been a failure to make proper survey about the availability 
of milk to the Scheme before setting up these Centres. The Commit- 
tee were surprised to learn during evidence that as early as 1960 the 
Scheme had tried to procure milk at Alipore and Najafgarh centres 
with the help of local Administration but it could not succeed. Even 
then, the Scheme went on investing on these centres. Expenditure was 
incurred on the electriiication of the Alipore Centre and an Assistant 
Manager w a s  posted for five months (from 24th January, 1963 to 24th 
June, 1963) and paid Rs. 250 per month for surveying the milk sup- 
ply although no milk could be collected at the Centre. 

132. The Committee regret to note that lack of proper planning 
and fore-thought had resulted in large capital expenditure incmred 
on the setting up of these Centres (about Rs. 3 lakhs on each Centre), 
remaining unutillsed, besides a lot of recurring expenditure on staff 



mppointed to look after these Centres. They trust that the Scheme 
would be more careful in setting up further such Centres. 
Capacity installed and achievecdSub-para 4, pages 64-65 

133. The installed handling cepadty of the plants and the capa- 
city achieved from 1st November, 1959 to 1961-62 are given below:- 

Capaci& achieved Percentage of capacity 
achieved 

S1. Name of the Rated capacity 1-11-1959 1961-62 1-11-59 1961-62 
No. product to to 

31-3-1961 31-3-1961 

I. h4ilk (Bufbilo, 3,750 mds. or 1,00869 37.7% 74% 
Cow, Toned, 1~36,360 sLitrc 5L'i%2' Lrtres 
tlavpped and per shift. 
stedlsed> 

2. Butter . . 4,000 Kg. a day of 133 Kg. 196 Kg. 3.3% 4'9% 
single shift. 

3. Ghee . . ~ o o  Kg. a day 171 Kg. 396 Kg. 35.5% 79.2% 

4. Skimmed Milk g,ogo Litrm per day I 72 Not avail- 16.2% .. 
Powda of single shift. % ~ t ~ e s  able. 

Ice Cream and Sterilised milk machines are still run on experi- 
mental basis and commercial production is yet to start. The manage- 
ment had informed Audit that equipment for processing by-products 
had been,installed keeping in view the eventual expansion of activi- 
ties. At present only surplus milk was diverted for these products. 

I t  had also ,been stated that the rated capacity could n& be achiev- 
ed as it was decided that the expansion of the milk scheme should not 
cause any displacement of the persons engaged in the milk trade and 
that the collection of milk should be planned so as to give induce- 
ment to the milkmen and farmers to join the Scheme. 

From a statement* furnished by the Ministry at the instance of 
the Committee, they observe that the capacity achieved for various 
products during 196263 was as follows: 

- 
Name of the Product Capacity achieved Percentage of Rated 

-pacity - 
I. Milk (Bdalo, Cow, toned, flavoured 132,061 litres 

& sterilised) 96.85% 

2. Butter . . . . . . 965 Kg. 

3. Ghet . . . . 733 Kg. 

4. Skimmed milk powder . . 6218 1itres 68.39% - 
*Not vetted by Audit. 



While the Committee note that there had been improvement in 
the achievement of rated capacity for various products, they find that 
in the case of butter the productlion still fell too short of the wted 
capacity (24-%1%). The Committee could get no explanation for 
such a large shortfall in the case of butter which according to the 
Ministry's own statement gave a good return on capital. The Com- 
mittee, therefore, feel that this matter requires further examination; 
As the low utilisation of rated capacity results in high percentage of 
over-heads affecting the cost of production, the Committee desire 
that efforts should be made to achieve the rated capacity for various 
products early. 

Price of various products-Sub-para 5,  page 65 

134. The sale price of milk and milk products has been fixed on 
an ad hoc basis. The following statement indicates the ad hoc mtes 
fixed by the Scheme for their various products and the rates worked 
out by the Cost Accounts Officer, Ministry of Finance: 

Ad hoe rate fixed by the Rate worked Difference less 
Particulars of products Scheme out by the charged (-1 

Cost Accounts excess 
0s cer charged ( + 1 

at the rate of 
D.M.S. 

Rs. Rs. Rs. 

(i) Buffalo Milk 0.62 per litrc 0.64 (-) 02 

(ii) Cow Milk . . 0.62 r> 0.62 . . 
(iii) Toned Milk . . 0.42 39 0.41 (+) -01 

(v) Butter IOO Gm o. 75 
q o G m  1.81 

Nora :-Rates for ghee wen revised first on I-11-61 and then again on 19-3-1962 

1-11-61 19-3-62 

Rs. Rs. 

I Kg. Packing . . 7.62 8.25 
a Kg. packing . 14.75 16-00 
4 Kg.pa&tz . . . . . 29-00 31. SO 



Explaining the reasons for the selling price of 'the ghee king 
lower than the cost of production, the Secretary of the Department 
stated during evidence, that the original prices were fixed on an 
crd hoc basis as no data was then available. The cost of production 
for 1962-63 had been worked out recently and the price of ghee 
would be refixed on that basis. The Committee would like the Delhi 
Milk Scheme authorities to make &orb to reduce the cost of prol 
ductiom of ghee so that the loss incurred may be reduced if not eli- 
minated albgether. 

From a statement furnished by the Ministry showing the details 
of cost of production of milk it is observed that out of the total cost 
of production of 63-03 nP. per litre for milk during 1962-63, the cod 
of raw milk was 47-96 nP. Thus, the various other charges amount- 
ed to 15.07 nP. (about 24% of the total cost of production). 

Supervision & Distribution Chages and Miscellaneous expenditure- 
Trading and Projit & Loss Accounts for the year ended 31-3-1962 

135. According to the Tradiing and Profit & Loss Accounts of the 
Scheme for the year ended 31-3-1962, the expenditure incurred on 
supervision and distribution charges had gone up from Rs. 7-93 lakhs 
during the period 1st November, 1959 to 31st March, 1961 to Rs. 12.84 
lakhs in 1961-62. It was explained during evidence that these charges 
were related to the volume of business. The sales during the corres- 
ponding period had gone up from Rs. 1.48 crores to Rs. 2:10 crores. 
It is, however, observed that whereas the increase in the sales had 
been only 4376, the increase in supervision and distribution charges 
had gone up by 62%. 

Another item where there had been large increase was 'Miscel- 
laneous expenditure' which had increased from Rs. 32,588 during 
1-11-59 to 31-3-61 to Rs. 1,06,577 during 1961-62. 

The Committee desire that the reasons for the large increase in 
supervision and distribution charges and on miscellaneous expendi- 
ture should be reexamined and steps taken to reduce the various 
charges to the extent poesible to minimise the cost of production of 
various products and also the loss suffered by the Scheme. 

136. The Committee would also like to invite attention in this 
connection to their recommendation in para 52 of their Eighth 
Report (196243) suggesting that early steps should be taken to 
increase the through put as originally envisaged so that the Scheme 
rum on 'Ndprofit-no-loss basis', as intended by Government. 



:Reconciliation of sales receipts with quantity of milk issued fm sale; 
Stores & Accounting SystemcStdb-paras 6-43, pages 65-66 

137. According to the Audit para, till December, 1962, there was 
no system in vogue by which sales/receipts of a particular day/week 
/month could be reconciled with the quantity of milk issued for sale 
to depots. Similarly no attempt was being made to  compare the 
out-turn of milk and milk products with the quantity of raw milk 
and other materials put into processing. 

No price ledgers were maintained. Quantitative ledgers were 
there; but the consumption during the year was determined with 
reference to opening and closing stocks for the year. Therefore, it 
was not possible to locate abnormal wastages and/or losses due to 
pilferage etc. Physical verification of stores had not been completed 
a t  the close of the year 1961-62 and therefore, the book balances as 
per quantitative ledgers were taken as closing stock. 

No costing system had been introduced. Therefore, there was no 
system of apportioning overheads over the various departments. A 
large number of vans and milk tankers are maintained by the Orga- 
nisation; but individual accounts of expenses incurred for their 
repairs and maintenance were not kept. 

During evidence the Secretary of the Department admitted that 
the accounts of the Scheme were not in a satisfactory state. How- 
-ever, he added that steps had been taken to improve the position in 
this regard. The Chief Accounts OfEcer had been asked to go into 
the accounting procedure of the Scheme and to prepare an Accounts 
Manual. He further added that because of the large number of milk 
depots the reconciliation of accounts had not been prompt. How- 
ever, the accounting machines for prompt recording and reconcilia- 
tion of these transactions had since been received and reconciliation 
of accounts was now being done regularly. Price ledgers were also 
being maintained since last year. Physical verification of stock had 
also been completed. 

The Committee were also informed that a Cost Accounts Officer 
had been appointed since August, 1963. He was examining the 
whole matter to lay down proper cost accounting procedure. 

The Committee feel concerned to note that although it is more 
than four years since the Scheme started functioning, the accounb 
are still in highIy un-satisfactory state. They need hardly emphasise 
.the necessity of maintaining proper accounts to keep a watch over 
financial transactions and to locate abnormal wastages and/or loss 
:2447 (Aii) LS--11 



llna to pilferage etc. They trust that the steps taken by the Scheme 
would result in the improvement of the position in this regard. 

Losses & Wastages 
138. No standards had been laid down by the Scheme for the 108s 

and wastage of milk, bottles and by-products during handling and 
processing. The Management had informed Audit that one had to 
wait for some time before standards could be laid down for permis- 
sible handling and breakage losses. 

During evidence, the Committee were informed that the per- 
centage of loss in handling of milk was 0.73 for 1959-61, 0.62 in' 
1961-62 and 0S3 in 1962-63. The corresponding figures for the 
AGey Milk Scheme were 0.45 per cent, 1-054 per cent and 1.210 per 
cent respectively. 

As regards loss of bottles due to breakage during botetling and 
handling, which according to Audit was Rs. 6,05,400 from 1959-60 to 
196243, the witness stated that the percentage of the loss of bot,t.lec 
to the total bottles filled at the Central Dairy was only 0.77. The. 
mrresponding figure for the Aarey Milk Scheme was 0.74 per cent. 

However, besides, loss of milk, bottles and other products due 
to normal wastage during handling and processing there had also 
been loss due to other causes. According to a note furnished by 
the Ministry, milk worth Rs. 5.20 lakhs went sour and curdled since 
November, 1959 to the end of 1962-63. Although, out of this, milk 
worth about Rs. 5-09 lakhs had been utilised for making by-products, 
mi& worth Rs. 11,650 was curdled and could not be used. The rea- 
mns advanced for milk having gone sour and curdled were failure 
of electricity at the milk collection and chilling centres for long or 
delay in transporting milk from assembling centres to the chilling 
centres due to some mechanical trouble in vans, etc. 

Similarly, a loss of 47,873 new mi& bottles valued approximate- 
ly at  Rs. 19,149 had been on account of fire on 18th April, 1963 as 
the gunny bags containing bottles had been stacked in the open 
y u d  for inspection before taking them on to stock. 

Some other similar cases of loss have been dealt with in the 
subsequent paras of this Report. It is apparent from these cases 
that the loss of milk, bottles and other products had been not only 
due to normal; wastage during handling and processing but due 
to other reasons also. The Committee, therefore, feel that this 
rat* req* datailed examination to analyse as to what exten@ 



these losses had been due to causes other than normal wastage dur- 
ing handling and processing so that suitable steps can be taken to 
avoid such losses in future. 

139. The Committee also feel that as it is already more than 4 
years since the Scheme started functioning steps should be taken' 
to lay down standards on the basis of past experience for the lad 
and wastage of milk bottles and various other products during handl- 
ing and processing. This would enable the management to locate 
any abnormal wastage and to take necessary remedial measures.. 

Loss due to deterioration of butter. 

140. One of the specific instances of losses which came to the 
notice of the Committee was the deterioration of 45 tons of butter 
valuing Rs. 3 lakhs. The Committee were informed that the butter 
was prepared during winter out of surplus milk. However, instead 
of selling it quickly it was allowed to accumulate. In the absence 
of a deep-freeze capacity plant, all this butter could not be stored 
at a low enough temperature to keep its quality intact. According- 
ly its acidity had increased. As a result the ghee prepared out of 
this butter also gave some off-flavour. It was qtated, in extenuation, 
during evidence that the samples of butter 'were tested by some ex- 
perts from the Dairy Institute and they came to t'ne conclusion that 
while the ghee made out of this butter might give some off-flavour, 
i t  w"as pure chemically, bacteriologically and in all other respects. 
It  also complied wi,th thk Agrnark specifications. However, as the 
scheme had established its reputation for its ghee being of very low 
acidity, it was decided to sell this ghee for use largely as a cooking 
medium. 

The Committee regret to note that instead of selling butter or 
converting it quickly into ghee, large quantity of butter was allowad 
to accumulate even when the Scheme did not have an adequate deep  
freeze equipment. They were informed that there had been a little 
carelessness on the part of the authorities, that necessary enquiries 
were being made by the Ministry in this matter and that the res- 
ponsibility would be fixed. The Committee would like to be inform- 
ed of the action taken in the matter as also the amount of loss suffer- 
ed on this account. 

141. The Committee were also surprised to note that although deep- 
freeze equipment was ordered in October, 1962, it had pot been re- 
ceived' so far. They desire that the matter should be pursued vigo- 
rously with the suppliers to avoid the recurrence of the type of lesser; 
momtioned above. 



Loss of Skimmed Milk Powder 

142. Another instance of loss that came to the notice of the Com- 
mittee was [that of about 14 ton of powder manufactured at the Dairy 
which was sold to but rejected by a firm as a few insects were found 
in the bags containing the powder. The Committee were informed 
that these bags were second-hand bags received with the powder 
imponted by the ,Scheme for the manufacture of toned milk. It  was 
stated in extenuation that out of 500 tons of milk powder produced 
since the Dairy went into production, this had been the only in- 
stance where powder had been rejected. 

The Committee regret to note that even the elementary precau- 
tion of properly cleaning the packages before they were packed with 
powder was not taken in this case. They need hardly emphasise the 
necessity of maintaining a very high standard of cleanliness in the 
storagq and handling of various products of the Scheme and ;any 
laxity in this regard should be seriously viewed by the Scheme. 
The Committee hope that such cases will not recur. 

Sundry Debtors-Profit and Loss Accounts of the Scheme for the 
year ended 31st March, 1962 

143. The amount outstanding against Sundry Debtors as on 31st 
March, 1962 was Rs. 5,75,505. During evidence, the Secretary of 
the Department stated that the amount was outstanding against Gov- 
ernment institutions and hospitals etc. to whom supplies were made 
in bulk. 

From a statement furnished by the Ministry showing the break- 
u p  of the outstanding amount, the Committee observe that in certain 
cases the amount (Rs. 39,557) has been outstanding for more than 
two years. The Committee desire that efforts should be made ta 
recover the old outstandings expeditiously. 

(xiii) RESERVE POOL OF FERTILIZERS 

Para XVII, pp. 70-74 

General 

144. To ensure an equitable distribution of fertilizers at  a fair 
price to agriculturist the Central Fertilizers Pool was established 
in 1943-44 as a State Trading Scheme under the then Department of 
Food and Agriculture. The Pool collects the estimated denrand of 
fertilizers from (a) State Governments; (b) such Corporate bodies 
as control the plantations, e.g., Tea Board, Coffee Board and Rubber 



Board, and (c) industrial users. The indigenous production as well 
as imported stock is allotted to the above parties at a pooled price. 

On the basis of demands received from State Governments and 
ather bodies and also on the basis of anticipated procurement from 
indigenous sources and import, pro.vision is made in the annual 
budget estimates of the Central Government for the procurement of 
fertilisers and for recoveries by sale. These recavcrit; are taken 
direatly to the General Revenues. Thus the Pool does not have any 
fund of its own to operate upon. 

Procwrement of Fertilizers-Sub-para 2 ,  para XVII,  page 70 

145. All imports of fertilizers are made on Govenunent Account, 
The following quantities of fertilizers were procured and im?orted 
during the years 1959-60 to 1961-62 : 

;In tons) 
Year Sulphate of Ammonia Urea Amrnoniurn Sul- Calcium-Ammo- 

phate Nitrate nium nitrare 

Indige- Impt~rts Indige- Imports Indige- Imports Indige- Imports 
nous nous nous nous 

It is observed from the above table that the indigenous production 
of fertilizers was not keeping pace with the demand for the fertilizers 
with the result that substantial quantities of fertilizers continue to 
be imported involving heavy drain on foreign exchange. The Corn- 
mitteq were unhappy to learn during the course of evidence that 
the total annual production of the fertilizers at  the end of the Third 
Five Year Plan would be only 5 lakh tons in terms of nitrogen as 
against the earlier estimates of about 8 lakh tons and !therefore the 
imports would have to continue for some time to come. The Com- 
mittee desire that the reasons for the shortfall in production should 
be examined and vigorous efforts should be made to increase the in- 
digenous production of fertili~ers. 



Rete.ntion Price-Sub..para 4, page 70-71 
Financial results-Sub-para 5 (a), page 71 
Princing policy-Sub-para 3, p. 70 

146. The Supplies from indigenous sources are obtained at a price 
known as 'retention price' (or pocurement price). Such price is 
fixed annually by Government separately for each individual 
supplier generally on the advice of the Tariff Commission. The fol- 
lowing table gives the retention price for each type of fertilizer 
obtained from different sources during the 3 years ending 1961-62 and 
their pool prices for the corresponding periods. 

S1. FertiliTm Suppliers -- 
No. Procure- Pool Procure- Pool Procw- Pool 

ment price ment price ment price 
prxce for price Per Price 
per States per M.T. M.T. per M.T. M . E O ~  
L.T. per for States 

L.T. States - - 

Rs. Rs. Rs. Rs. Rs. Rs. 

2. Urea Sindri No pro- 695 646 684 ro j 646 oo 684.10 
duction upto 

30-rxdr 

Ammonium Sindri No pro- 415 394 408 50 394.00 408.50 
Sulphate duaion upto 
Nitrate 30-1 1-61 

Calcium Nangal Do. 330 275 324.80 27S .m '324.80 
Ammonium UPm 
Nitrate 30-11-61 

-- 
147. The Pool has made substantial profits during the four years 

;from 1957-58 to 1980-61. The profits had risen from Rs. 154.78 lakhs 



in 1957-58 to Rs. 744.81 l a b s  in 196M1. In terms of metric tonnee 
the increase in profits has been as showp in the following table: 

Profit wt pa 
Yeor Quurtity cBlPed nrePric 

hnsdled'f' Conat ;marr tonncs 
RP. Its. 

148. The Scheme was initially meant to make the fertilizers avail- 
able to the consumers on a no-profit no-loss basis. Actually, how- 
ever, as would be observed from the above table, the Pool had made 
substantial 7rofits. The profit per metric tonne earned by the Pool 
had been progressively increasing from year to year and was as high 
as Rs. 86.8 per metric tonne in 1960-61. The Committee would like 
to point out, in this connection that as early as February, 1958, the 
Ministry had clearly stated in a note (Appendix 11) submitted to 
the Public Accounts Committee (1957-58) that the Ministry was 
running a State Trading Scheme on 'no profit no loss basis' for, the 
purchase and distribution of chemical fertilizers with a view to 
popularising their use and making them available to the cultivators 
at  reasonable rates in the interest of maximising agricultural pro- 
duction. According to that note the main items which were taken 
into account while fixing the uniform price were as follows :- 

(i) The purchase costs of the material from various sources, 
(internal as well as external). 

(ii) Handling charges at the ports. 
(iii) Departmental charges levied by the purchasing organi- 

sations. 
(iv) Indirect charges incurred by the Ministry (namely interest 

on capital and salary of staff employed at the centre and 
the ports for running the fertiliser pool). 

.(v) Internal transport charges based on average freight paid 
during the previous years from the sources of supply 
to various centres. 

{vi) In addition to the above usual items a further 'ad hoe 
provision was made in 1957.58 to cover an unusual 
,expenditure necessitated by the closure of the &rar 



Canal, such as demurrage, diversion,. shortage, storage,.. 
rebagging etc. charges. 

Explaining the reasons for not adhering to the initial object of run- 
ning the schexpe on no-profit no-loss basis, the Secretary of the. 
Department stated during evidence that till 1957-58, the price of 
imported fertilizers was approximately the same as the price paid 
to the Sindri Fertilizers and Chemicals Ltd. Further, the imports 
were small as the fertilizers were not as popular then as at present. 
Since 1957-58, the price of imported fertilizers had gone down subs- 
tantially. The price of imported ammonium sulphate was Rs. 210 
per ton in 1962-63 as compared to Rs. 336 per ton in 195748. Thus, 
due to reduced cost of imported fertilizers and larger imports to 
meet the rising demand, the pool had made profits during the subse- 
quent years. I n  1961, the question of reducing the price of fertilizers 
was considered and the matter was decided at Cabinet level. The 
Government toook the view that these imports were largely tem- 
porary. As the cost of indigenous production was high any reduc- 
tion in price could also be temporary and the price would have to be 
raised again when the imports ceased. Therefore, taking a long 
term view only a small reduction was made reducing the price of 
ammonium sulphate by about Rs. 14 per ton. It was thus conlended 
by the Secretary that if the concept of no profit and no loss was 
applied over a short-term, the prices would have to be changed from 
year to year, but from the decision taken by Government in 196'1, 
it could be concluded implicitly that they had given up this question 
of balancing the profits and losses in a particular period of a year 
or two years. It  was, however, admitted by the Secretary that at 
the end of the Third Five Year Plan the indigenons production capa- 
city for fertilizers would be lower than the earlier estimates, pnd the 
imports would have to continue for some time to come. 

The Committee are not satisfied with this explanation. They 
ob-e that according to the Ministry's own admission, "at the time 
of the preparation of the Third Five Year Plan the Government also 
took into account the possibility of something like Rs. 40 crores to 
Rs. 50 crores as additional resources arbing from the pool profits." 
I t  is, therefore, evident that the profits accruing to the Pool were 
not incidental due to the imported price of fertilize= being iow in 
a particular period of one or two sears but due to tha fact that the 
prices had deliberately been kept high with a vied to making profits. 
This, the Committee regret to point out, was not consistent with 
*he objeet of the Pool, which was never intended to, be a revenue 
earning scheme, but was to serve as an equalisation fund, so that 



all the imported and indigenous fertilizers could be made available. 
to the consumers at a uniform price throughout the country. In the. 
circumstances., such a wide margin af profit (Rs. 86.8 per metric 
tonne in 196041) by the Pool could by no means be justified. In the 
opinion of the Committee, fixation of selling prices at a considerable. 
higher level than necessary for the real purpose of equalisatinn was 
objectionable in principle as it amounted to indirect taxation which 
was the prerogative of Parliament only. Besides, this defeated the 
basic concept of establishing the Pool which was to make the ferti- 
lizers available to the cultivators at reasonable rates in the interest 
of maximising agricultural production. 

149. The Committee would also invite attention in this connection 
to their recommendation in para 17 of their Seventh Report (1962-63) 
that in order to attract the agriculturists it is necessary that the final 
price of fertilizers payable by the consumers should be kept as low 
as possible by effecting economies both in the cost of produc- 
tion and in the expenses incurred by various intermediary 
agencies. The Committee, therefore, desire that Government should 
urgently review their pricing policy for the fertilizers keeping in view 
the objects of the Pool. The prices of various type of fertilizers 
should be so fixed as to ensure that the benefit of lowcr imported 
price/cost of production was actually passed on the consumers to 
promote their sale and wider use. 

Recovery of Rs. 109 laklzs-Sub-para 5 (c). page 72. 

150. Amounts of Rs. 34,56,269 and Rs. 75,29,726 are being shown as 
recoverable in the accounts of the Pool from the 'Special Develop 
ment Fund' and Indian Council of Agriculture Research respectively 
on account of supplies of the fertilizers since 1956-57. 

Explaining the present position about the adjustment of these 
amounts, the Secretary of the Department stated that the amount 
recoverable from the Special Development Fund had been adjusted 
in March, 1963 accounts. The amount recoverable from I.C.A.R. was 
being adjusted partly during the current year and the balance would 
be adjusted next year. 

The Committee regret to note that the reconciliation of figures and 
the adjustment of the amounts between the Pool. Special Develop- 
ment Fund and I.C.A.R. should have taken such a long time (about 
7 years). They trust that the final adjustment of the nnlount betweem 
the Pool and the I.C.A.R. would be expedited. 



(xiv) INDIAN VETERINARY RESEARCH INSTITUTE 

(Biological Products Division, Izatnagar) 

General 

151. The Indian Veterinary Research Institute was established in 
1890. The Biological Products Division is mainly concerned with the 
manufacture and supply of different kinds of sera and vaccines for 
prophylaxis. It also carried out research for the improvement of 
these products. 

Producth-Para XXZ, Sub-para (2), page 91 

According to the management the installed capacity of the insti- 
tute is neither known nor practicable to work out. It had, however, 
been roughly assessed that the Institute could manufacture upto 20 
million doses of sera and vaccine per annum. As against this capa- 
city, the actual production was 6:3 million doses in 1959-60, 3.9 million 
,doses in 196041 and 6.7 million doses in 1961-62. 

The representative of the Ministry stated during evidence that the 
estimate of 20 million doses as being the capacity of the plants could 
be regarded only as a very general and rough estimate as the capa- 
city of production depended upon the kind of vaccine and sera pro- 
duced. The period of manufacture and amount of labour varied 
from product to product. Further, the figures of actual production 
given in the Audit para did not take into account the various other 
non-commercial items produced by the Institute. The total produc- 
tion during 1961-62 and 1962-63 was 144 lakhs and 135 lakhs doses res- 
pectively. Taking both commercial and non-commercial products into 
account, the total production in certain years had exceeded 20 million 
,doses. 

Asked whether there was any idle capacity, the representative of 
the Ministry stated that a certain minimum staff and capacity had got 
to be there, so that large quantities could be produced in the event of 
.a sudden outbreak of disease. The production of any item depended 
upon the demand from State Governments and Army authorities etc. 
For certain known diseases the Institute had a programme of produc- 
tion. But in the case of new diseases the Institute took up production 
according to demand. Some of the products had also been exported 
to  Nepal, Sikkim, Afghanistan, Iran, Malaya and Burma. Many other 
neighbouring countries were, however, understood to have their own 
plant for making vaccine etc., and, therefore, they had not shown 
any great interest. 



The Secretary of the Ministry, however, admitted that some af the 
plants which might be idle could be used for other types of vaccine 
although that would mean a new line of production. 

The Committee desire that the feasibility of utilising the spare 
capacity of the plants suitably at the Institute should be examined 
early. 

Pricing PoUcy-Sub-para (3), pages 91-92 

152. The Royal Commission on Agriculture in 1927 observed that 
the Institute on its factory side should be regarded as an 'All India 
Mair '  and maintained to supply its products to the States at cost 
price. The selling prices of the biological products were fixed on 
'no profit and no loss' basis from 1930 onwards as and when a product 
was commercialised. The present prices were fixed in the year 1939 
and have remained unchanged till now. Meanwhile, the cost of pro- 
duction in some of the cases has been considerably reduced due to 
mechanisation of the manufacturing processes and introduction of 
new methods of packing. The cost of production of the various biolo- 
gical products and their selling prices during the years 1957-58 to 
1961-62 are given below: 

Selling Cost of production per dose in nP. 
Name of Product price 

per dose 
in nP. 1957-58 1958-59 1959-60 19-61 1961-62 

(I) Anti Haemorrhagic Septicae- 
miaserum . . . 25.00 25.91 23.35 22.04 26.88 18.90 

(4) Anti Fowl Cholera serum . 12.00 8.60 10.57 9-  19 9.54 . . a (3 Hemorrhagic Septicaemia 
vaccine (broth) . . 12.00 6-65 5.45 5.27 7.40 8-06 

(6) Black quarter vacxine . . 22. oo 7.38 6.05 6.04 8.46 9.27 
n 

(7)Fowlcholeravaccine . . 3.00 1-14 1.23 1.25 3.83 5.30 em 
(8) Fowl Pox Vaccine . . 2-00 . . 1.23 1.36 2.09 1.68 

Thus, the Institute has been making profits on most of its products 
from 1958-59. In certain cases (e.g. items 5 and 6) the profits have 
varied from 50 per cent to over 100 per cent. 



The profits earned by the Institute during the years 1958-59 ta. 
1961-62 had been as follows:- 

Year Rs. 

During evidence, the representative of the Ministrv stated that 
so far as cattle owners were concerned these products were supplied 
free by the State Governments. The question of price, therefore, 
arose only for transactions between the Central and the State Gov- 
ernments. The Committee were also informed that the cost of pro- 
duction of various items had been arrived at on a rough and ready 
basis. Therefore, the whole costing system of the Institute required 
examination with a view to arriving at correct cost of production of 
various products. Accordingly, the Accountant General, U.P. was 
requested to depute an officer to go into this matter and the Ministry 
had received his proposals about the costing procedure sometime 
back. It  was added that the cost of production of various products 
would be worked out accordingly and the price co-related to the cost 
of production. 

The Committee understand from a note* furnished by the Ministry 
that the question of revising the costing manual of the Institute was 
first taken up with the Accountant General, U.P. on 4th October, 1961. 
However, the matter remained under correspondence and it was only 
on 6th Februaw, 1963 that an Accounts Officer joined the Institute. 
The cost accounting manual prepared by him in consultation with the 
Accounts Officer of the Institute was received by the Department on 
24th October, 1963. Pending receipt of the comments of the Director 
of Commercial Audit/Accountant General, U.P. on his report, no final 
decision had, however, been taken in the matter so far. 

The Committee note that although the price of biological products 
was to be fixed on a no-profit no-loss basis, the price of various pro- 
ducts has remained unchanged since 1939 although in the meanwhile 
the cost of production in some of the cases had been considerably re- 
duced due to mechanisation of manufacturing processes and introduc- 
tion of new methods of packing. Even the cost of production of vari- 

-- 
*Not vetted by Audit. 



-aus products had not been worked out properly and it was only in 
.October, 1961 that the question was taken up with the Accountant 
General U.P. Even thereafter, there had been some delay and al- 
though more than two years have since elapsed the revised system of 
costing has not yet been introduced. The Committee desire that the 
matter should be expedited and the prices of various products fixed 
taking into account the revised cost of production. 

153. The Committee were also surprised to learn during evidence 
that by convention, commercial accounts were kept for some pro- 
ducts whereas no such accounts were maintained for others. The 
representative of the Ministry agreed that this matter needed a more 
detailed examination and that the cost of productiun should be pro- 
perly worked out for all the products. 

The Committee need hardly emphasise the importance of main- 
taining proper cost accounts of various products to control their cost 
of production and for avoidance of waste. They trust that such ac- 
counts would be maintained for all the Products in future. 

Alleged mis-appropriation of sale-proceeds-Sub-para 4, page 92 

154. In the Disease Investigation Section of the Institute an alleg- 
ed case of misappropriation and fraud amounting to %. 21,554 in the 
sale proceeds of birds, hides and skins of animals during 1960-61 and 
1961-62 has been brought to the notice of the management. The mat- 
ter was. however, stated to be still under investigation. 

The representative of the Ministry admitted in evidence that the 
process of taking action in this case had been slow. Explaining the 
reasons for the delay it was stated in extenuation that the report re- 
garding alleged misappropriation was receiyed by the Ministry in 
July. 1962. Thereupon, a request was made to the Accountant Gene- 
ral, U.P. for deputing party to conduct a detailed audit. The Audit 
report, received in May, 1963, revealed that there was misappropria- , 

tion of Rs. 24,039. The matter was also referred to the Special Police 
Establishment. They however, took about 15 months for investigation 
and their report had been receivcd only recently. The Special Police 
Establishment made certain suggestions for taking disciplinarv action 
against various officials. The matter was under examination of the 
Ministry. However, the official suspected to be directly responsible 
for the loss had already been suspended by the Director of the Insti- 
tute before reporting the matter to the Ministry. 

The Committee have repeatedly emphasised the nced for taking 
prompt disciplinary action against the delinquent officials. if it is to 
.serve the desired purpose. They trust that this matter viz., the al- 



leged misappropriation and fraud committed in years 1960-61 and 
1961-62 would now receive immediate consideration and suitable ac- 
tion taken against the delinquent officials. The Committee would 
like to be informed of the outcome of the case, and also whether kt 
had been possible to recover any part of the amount misappropriated 
(Rs. 24,039). 

(xv) FILMS DIVISION 

Cost of pr0duction-Para XXII-Sub-para 3, pages 95-96 

155. The Films Division assigns the production of a number of films 
to approved private producers. A comparison of the cost paid to 
these private producers (including Rs. 3:20 nP. per foot as share of 
overheads for departmental supervision) and the cost of production 
of Films Division is given below: 

Year 

Average cost per Average cost per foot of a 
foot of a black Mack and white pro- 
and white film of duction fmm an outside 
Films Division producer hincluding 

share of overheads of 
Rs. 3.20 nP per foot. 

Rs. Rs . 

The management had stated that the Division had to follow cer- 
tain principles and procedures laid down on administrative considera- 
tions which affected the cost of production. 

In evidence, the representative of the Ministry of Information and 
Broadcasting stated that Controller of the Films Division was of the 
rank of a Senior Deputy Secretary who with the help of the Assistant 
Producers supervised production of films. The private producers on 
the other hand did not engage such highly paid staff on regular basis. 
Even so, he added, there was no particular difference between the 
cost of production in the Films Division and that of the private pro- 
ducer, as the overhead charges were included in both sets of figures 
given above. , 



During their on-the-spot study visit to the Films Division, t h e  
members of Study Group 'A' of Public Accounts Committee were 
informed that the total expenditure incurred on the production anb 
distribution of a film for commercial exhibition was about Rs. 60,000' 
whereas the revenue realised was about Rs. 48,000 only. 

The Committee recommend that efforts should be made by the, 
Films Division to effect possible economies in the production and dis- 
tribution of such films so as to make them self-supporting. Steps 
should also be taken to bridge the gap between the income and expen- 
diture of the auditoria maintained by the Division, for exhibiting 
their documentaries etc. 

Location of the Ofice building of the Films Divbion 

156. In the course of their on-the-spot visit to the Films Division 
Bombay, on the 10th October, 1963, by Study Group of the Public 
Accounts Committee, the members were informed that the offices of 
the Films Division were at present housed in a rented building and 
that the accommodation was not sufficient to meet the requirements 
of the Division. They were also informed that a plot of land had 
already been purchased for the construction of the building for the 
Films Division and the construction plan had already been drawn up. 
The Committee feel that if it is decided to locate the offices of the 
Films Division somewhere further away from the proposed site, it 
should be possible to acquire land and construct buildings at a much 
cheaper rate. They desire that feasibility of this proposal may be 
urgently examined. If, however, this proposal is likely to entail 
heavy delays, then the construction of buildings, as already planned, 
may be expedited, since the Films Division is at present very much 
cramped for space. 

(xvi) ALL INDIA RADIO 
Loss due to delayed occupation of stag quarters-para XXIII, page 99 

157. On the 15th June, 1956, the Director General, ,411 India Radio, 
accorded administrative approval for the construction of staff quarters 
at Goraya, Punjab at a cost of Rs. 2,13,200 based on the estimate given 
by the Central Public Works Department on 10th May, 1955. The 
buildings were completed by January, 1959. As the provision for ex- 
ternal electrification of the quarters included in the estimate was 
found insufficient, a revised estimate was approved in April, 1959 and 
the work was entrusted to a Contractor in May, 1959 who completed 
the same in January, 1960. Consequent on this delay in external elec- 
trification the staff quarters could not be allotted for 13 months bet- 
ween January 1959 to January, 1960 during which period the staff 



had also to be continued to be transported daily to Goraya and back 
in Government vehicles. An expenditure of Rs. 15,133 was incurred 
on transport and Rs. 6,136 was the loss of rent between January, 1959 
to  January, 1960. 

The representative of the C.P.W.D. stated that in his evidence that 
original estimate provided for overhead lines. As the A.1.R autho- 
rities desired that underground cables should be provided for, a sup- 
plementary estimate was prepared accordingly in September, 1957 
and it was approved in December, 1958. The representative of the 
Ministry of Information and Broadcasting, however, stated that from 
the very beginning. the A.1.R. authorities had specified that under- 
ground cable connection should be given. The temporary overhead 
line provided by the C.P.W.D. was not approved by the Punjab Elec- 
tricity Department as it was not in conformity with Indian Electricity 
Act. 

The Committee regret to note that the C.P.W.D. should have been 
ignorant uf the provisions of the statute. The provision of temporary 
overhead connection became necessary only because of administrative 
delays in sanctioning the supplementary estimate. The process took 
a period of 15 months. The estimate had again to be revised nftcr 
4 months in April, 1959. The Committee desire that the Ministry uf 
Works, Housing and Rehabilitation should take note of the unbusiness 
like procedures adopted in this case which cost the exchequer 
Rs. 21,269 and take remedial action to prevent recurrence of sucb 
cases. 



M n g  Policy of Government Undertakings 
158. The Public Accounts Committee have in the past made certain 

~ecommendations with regard to the pricing policy of the produ~b 
of Government Undertakings. In Para 17 of their 7th Report (3rd 
Lok Sabha), the Committee had recommended that in order to a t  
tract the agriculturists, it is necessary that the final price of fertili- 
zers payable by the consumers should be kept as low as possible by 
aeffecting economies both in the cost of production and in the expen- 
ses incurred by various intermediary agencies. In paras 148 and 149 
of this Report, the Committee have desired that Government should 
urgently review their pricing policy for the fertilizers keeping in 
view the objects of the Central Fertilizers' Pool. They have further 
observed that the prices of various types of fertilizers should be so 
fixed as to ensure that the benefit of lower imported pricelcost of 
production was actually passed on the consumers to promote their 
sale and wider use. 

Similarly, the Public Accounts Committee in para 25 of their 7th 
Report (3rd Lok Sabha) while commenting upon the sale price d 
penicillin produced at the Pimpri Factory had observed that jn a 
welfare State, the Undertakings manufacturing drugs and medicines 
of common use should not be run on profit motive. Their aim should 
be to render service to the common man by selling their products 
a t  the cheapest rates. In a note submitted to the Committee, the 
Ministry of Industry intimated that the question of reduction in the 
sale price of penicillin and penicillin products will be considered fur- 
ther in the light of the Committee's views. The Committee welcome 
this move. 

The Committee have also expressed the hope in para, 109 of this 
Report that efforts would be continued to bring down the cost of 
production in NEPA Mills Ltd. 

In regard to the pricing policy in general, while the Committee 
agree in principle that all industrial and commercial transactions in 
the public sector should earn enough profits to be able to give a good 
dividend to the exchequer and to build up reserves to finance their 
own future expansion, the Committee feel that some principles should 
be laid down so as to see that the pricing policies do not become u 

157 
2447 (Aii) LS-12 



instrument of indirect taxation as the power of taxation is the prero- 
gative of Parliament only. In this connection the possibility of pres- 
cribing with the approval of Parliament a ceiling to the percentage of' 
profit with powers to vary the percentage within that ceiling from 
industry to industry might be examined. 

The 18th March, 1- 
F K ~ n a  28, 1885 (~akhj-. 

MAHAVIR TYAGI, 
Chairman, 

Public Accounts Committee:.. 



APPENDIX I 

(Para 104 of Report) 

Further pcnnts with reference to para IX (5) of the Audit Report 
(Commercial), 1963, re: loss on Stock of Groundnut Oil. 

1. Total quantity of ground-nuts in shell purchased during 1961- 
62 and the price paid. 

2. The time, place and rates of purchase and how they compared 
with market prices then prevalent. 

3. The arrangements made for stacking the commodity and the 
hire charges, if any paid. I 

4. The agencies utilised for crushing the ground-nuts, the 
amounts paid for this purpose--the quantity crushed, and the quan- 
tity and value of oil and cake. 

5. The quantity and value of groundnuts, oil and cake exported, 
and the loss suffered on their account. 

6. If any quantity of ground-nuts, oil and cake deteriorated due 
to storage, the quantity and value thereof. 

7. If any quantity of ground-nuts, oil and cake were disposed 
of in local markets. quantity sold and prices obtained, against the 
market prices. 

8. Quantity and value of stock still on hand and arrangements 
proposed for their disposal. 

9. How the loss suffered on this account was made good? 

10. What is the loss incurred on this transaction, due to a fur- 
ther fall in value of existing stock during l-. 

11. The quantity and price of copra, betelnuts and cloves import- 
ed by S.T.C. during 1961-62 and 1962-63 separately. 

12. The quantity and prices at which the commodities referred 
to in S1. No. 11 were sold by S.T.C., the profits made by S.T.C. and 
the market prices then prevailing. 

13. Which of the transactions in S1. No. 11, if any, were linked 
with the transaction of the export of ground-nuts and with what 
result? 



APPENDIX I1 
(See para 148) 

NO. F.l-13157-M.A 
New Delhi, Dated the 19th February, 1958. 

Note from the Ministry of Food and Agriculture (Department of 
Agriculture) giving in &tail how the price of fertilisers that were 
distributed to the cultivators was worked out under para 86 of 
the Twenty-third Report regarding Reserve Pool of Fertilisms. 

The Ministry of F d  and Agriculture is running a State Trading 
Scheme on "no profit no loss basis" for the purchase and distribution 
of chemical fertilisers with a view to popularising their use and 
making them available to the cultivators at reasonable rates in the 
interest of maximising agricultural production. The requirements 
of Sbate Governments as well as other interests or fertilisers are 
first collected and the excess demand over availability from estimated 
production in the country, is calculated. The procurement of the 
deficit is arranged through the Ministry of Works, Housing and 
Supply on global basis. The Fertilisers from all sources are pooled 
together and sold at a uniform rate throughout the country. Of the 
chemical fertilisers handled by the pool, Sulphate of Ammonia is the 
only one produced in the country so far and is very popular with and 
largely used by the cultivators. The method of fixing pool price for 
Sulphate of Ammonia and other fertilisers is the same. 

2. The main items which are taken into account while fixing the 
uniform price are as follows:- 

(i) The purchase costs of the material from various sources, 
(internal as well as external). 

(ii) Handling charges at the ports. 
(iii) Departmental charges levied by the purchasing organisa- 

tions. 

(iv) Indirect charges incurred by the Ministry (namely interest 
on capital and salary of staff employed at the centre and 
the ports for running the fertiliser pool). 

(v) Internal transport charges based on average freight pad 
during the previous years from the sources of supply 
to various centres. 



(vi) In addition to the above usual items a further ad hoc pro- 
vision was made in 1957-58 to cover an unusual expen- 
diture necessitated by the closure of the Suez Canal, such 
as demurrage, diversion, shortage, storage, rebagging etc. 
charges. 

.3 After arriving at a tentative pool price, the price at which it 
would be economical to the cultivator is also investigated in con- 
sultation with the Statistical and Economic Adviser to the Ministry 
of Fwd and Agriculture. The final Pod price is then fixed with suit- 
able adjustments with the approval of the Ministry of Finance. 
Accordingly the pool price of Sulphate of Ammonia for 1957-58 was 
fixed at Rs. 350 per ton to States effective from 26th March, 1957. The 
State Governments are allowed to add a maximum of Rs. 30 per ton, 
over the Central Pool price, to meet their handling and distribution 
expenses. 

The attached statement illustrates the basis on which the pool 
price of Sulphate of Ammonia was fixed for the year 1957-58 effective 
from 26th March, 1957. 

This note has been seen by the Director of Commercial Audit. 

T. C. PURI, 
Joint  Secretary. 



APPENDIX 111 
Suamarg of Main ConcIusions/Recmmendations 

S1. No. Para No. ~Ministry/Deptt. 
Concerned 

I 7 'Transport The Committee recommend that the Air India should continue to endeavour to improve the utilisation of the available capacity. 

2 0 -Do- The Committee note that the land for the Administrative Build- 
ing was acquired on lease in February, 1961, and according to the 
terms of their lease, the building was to be completed within a 
period of 3 years from the date of acquisition (i.e. by February, 
1964). The Committee, however, learned during evidence that the 
construction of the building was expected to commence only after 
the monsoon of 1964. While noting the various reasons enumerated 
during evidence the Committee regret the abnormal delay that has 
occurred in starting construction specially in view of the fact that 
the Air India has been paying a high rent of Rs. 1-78 lakhs per 
annum for the various offices that are to be accommodated in the 
new building. 

The Committee are of the opinion that expenditure incurred on 
construction of such buildings should be commensurate with the 
economic conditions in India and attempts should be made to econo- 
mise wherever possible. 



It  was admitted before the Committee that Indian Architects 
could have built such buildings. As such, the Committee fail to 
understand why the work of preliminary drawings involving an 
expenditure of 150,000 dollors was not entrusted to an Indian Archi- 
tect to save the foreign exchange involved. 

-Do- The Committee feel concerned about the huge amount of Rs. 7-86 
crores outstanding on account of passage, freight, etc., as on 
31-3-1963, out of which the dues outstanding for more than 3 years 
amounted to Rs. 2,89,000. Out of this amount a balance of Rs. 1,60,000 
remained still outstanding on 1-12-1963. The Committee are of the 
view that the Corporation should take special measures to ensure 
that the outstanding dues are collected within a maximum period of 
six months. 

10 -1)- The Committee do not appreciate the abnormal delay involved 
in finalising the formal regulations regarding grant of loans. The 
Committee hope that the draft regulations will be finalised without 2 
delay and strictly adhered to in future. 

I I --Do- The Committee are surprised to note that such important deci- 
sions as disclosed in this para are left to be decided at lower levels 
without being brought to the notice of the higher authorities at  any 
stage. They recommend that suitable instructions should be issued in 
this regard to avoid the incurring of such infructuous expenditure, 
in future. 

6 1 2  -Do-- The Committee are glad to note the sound financial position of 
the Air India. They hope that Government will take an early deci- 
sion with regard to the proposals of the Corporation to start paying 
interest on Goix.*,nment loans and to deposit about Rs. 3 to Rr. 4 
crores with the <;overnment. The Committee also hope that Gov- 
ernment will take care to see that handsome profits earned by the 
A h  India d ) not lead to extravagance. 

-.---_I_.---. - . - - .  --- ---. _._-_._ - -  _ .  



I a 3 4 

7 13 Transport The Committee are of the view that the Air India should expe 
dite framing of rules laying down suitable criteria according to 
which loan should be sanctioned and interest charged thereon. Set- 
ting up of the Welfare Fund and framing of rules for its utilisation 
should also be expedited. 

The Committee are surprised at the lethargy shown in settling 
the pending matters relating to the staff till the end of 1961 result- 
ing in the loss of about Rs. 15,500/-. As admitted by the General 
Manager, an increase could have been made in the man hour rates 
in November 1960 itself and the sum of Rs. 15,500/- could have been I 
collected. The Committee hope that such delays will be avoided in 2 
future. 

(i) The Committee, desired to be furnished with the break-up of 
expenditure under the heading 'sales promotion' with special refer- 
ence to agents' tours and publicity for the year 1962-63. This infor- 
mation is awaited. 

(ii) The Committee are of the opinion that there is some scope for 
reduction in the expenditure incurred by the Air India on Publicity 
and Sales Promotion which comes to Rs. 1.20 crores and they hope 
that due economy will be effected wherever possible. The Committee 
also recommend that publicity, paumyq;raqua pue ~uaurasgswpv 
etc. may be shown under a separate head and hot mixed up  with 
sales promotion or commissions paid to  agents! 



-Do- (i) The Committee wanted to know the expenditure incurred 
on the grounded Herons during the year 1962-63. The information 
is awaited. 

(ii) The Committee are unhappy to note the failure on the part 
of the administration in referring the offers received from U.K. 
in June, 1957 for Rs. 3.33 lakhs and from America in July, 1957 for 
Rs. 5.52 lakhs to the Board for their consideration. Had the Board 
been properly apprised of the falling market price of the Heron air- 
craft, the Board might have fixed a more realistic sale price of the 
seven Herons, thereby minimising the loss of Rs. 16 lakhs. The Com- 
mittee cannot help observing that the question of the disposal of 
unwanted Heron Aircraft was hand ld  in an unbusiness-like manner 
and the downward trend of the market for Heron Aircraft was not 
given due weight. The Committee trust that the Corporation will 
benefit h m  this experience and avoid such erroneous judgments in ;;I future. u 

-Do- The Committee are glad to learn that the operation of Hyderabad- 
Vizag Service at  the request of the Andhra Pradesh Government has 
now been continued on a shortfall guarantee basis. The Committee 
are of the view that whenever thecorporation is asked to operate 
a commercially non-profitable route a t  the request of a State Gov- 
ernment it should invariably be on a shortfall guarantee basis. 

-Do- In view of the fact that the Corporation had actually incurred a 
loss in the year 1960-61 the Committee would like the Government 
to re-examine whether the loss suffered by the Corporation on this 
route (Delhi-Gwalior-Bhopal-Indore-Bombay) which was being ope- 
rated in accordance with the directive issued by the Government of 
India is reimbursable under Section 34(2) of the Air Corporations 
Act, in the present case. - --. 



13 I 9  Traneprt The Committee are of the view that such "interpretational errors" should be avoided and that suitable procedure should be devised to 
ensure that the HQ is in a position to promptly detect and rectify 
such errors if they do occur at all. 

-Do- While the Committee agree that the Corporation is ccimpetent 
to decide administrative questions of promotions etc.; they are 
not happy about the decision to give retrospective effect to those 
appointments when the employees were not actually performing the 
duties attached to the posts. The Committee hope that the Corpora- 
tion will scrupulously avoid such irregular procedures in future. Y 

% 
-Do- In the absence of the information asked for by the Committee, 

they are unable to appreciate the increase in payment of overtime 
allowance when the staff strength was also increasing. The Com- 
mittee would like the Corporation to analyse carefully the various 
factors that have caused the increase in overtime allowance and take 
steps to reduce the  same. The Committee would like to watch the 
outcome. 

-Do- Since the General Manager accepted that (i) the agreement en- 
tered into with the AIROA was to come into force only with the 
introduction of the Pilot operated RT Scheme and (ii) that the RT 
Scheme itself had not been introduced till 'the 1st of February, 1904, 
the Committee are of the view that the ex-gratia payment of 
Rs. 33,337 to the Radio Officer who left service on the 1st January, 
1062 at his own request, was not warranted. 



In this connection the Committee would like to refer to the 
decision of the Government of India Ministry of Finance (Depart- 
ment of Coordination) contained in their D.O. No. 837-SCDN/63, 
dated 18-11-1963 regarding directions to be given by the Government 
to their representatives on the Boards of Directors of public under- 
takings. The Committee feel that the Government representatives 
should look into such financial irregularities of the Corporation and 
report them promptly to Government. 

The Committee are sorry to note that there was misinterpreta- 
tion of a simple 'four year rule' resulting in over payments to the 
tune of Rs. 18,000. In the absence of a copy of the Board's Resolu- 
tion to the effect that the excess payments that had been made need 
not be recovered the Committee are not in a position to appreciate 
the circumstances under which this decision was taken. The Com- 
mittee were informed by the Secretary of the Ministry of Trans- 
port that the Corporation had not comp to Government for a formal 
sanction to waive recovery of excess payment. The Committee would 
like Government to examine whether there is anj7 justification for 
waiving recovery of excess payments. 

I 8 24 -Do- The Committee would like the Corporation to ensure that the 
stock verification is carried out regularly as per the schedule that 
has been laid down. 

19 2 5 -Do- The Committee would like to be informed of the results of the 
efforts made to recover the amounts due (Rs. 13,530) from the charter 
parties. -- - --- - - 



ao 2 8 Steel, Mines & Heavy The Committee are of the view, that for future in such cases a 
Erginrering procedure should be laid down that any earlier ad hoc decision 

(Depn. of Iron & Stec1)should be specifically reviewed on the basis of the general policy 
that might be laid down later. 

Do. 

Do. The Committee feel unhappy that such misclassification of ex- 
penditures should have occurred in the cases of Bhilai and Durga- 
pur. They hope that suitable measures will be taken by the manage- 
ment to avoid such misclassifications of expenditure in future. 

Regarding the increase in foreign exchange components for ,., 
Bhilai (from the revised estimate of Rs. 85.60 crores in 1961 to the % 
actual expenditure of Rs. 91 -33 crores upto 319t March, 1962 and 
Rs. 97.98 crores upto 31-3-63) it was stated in evidence by the repre- 
sentative of the Hindustan Steel Limited that the estimate of 
Rs. 85:60 crores did not include the estimate of foreign exchange on 
certain items viz., 

1. Salaries to the Soviet experts; 
2. Consultant's fee; 
3. Incidental charges on USSR Stores. 

The Committee are surprised to learn that these important factors 
were lost sight of despite two earlier upward revisions of original 
estimates, first in 1957 and again in 1961. This indicates that s d -  
cient care is not being taken at  the time of framing the estimate. 
The Committee would like Government to issue suitable instruc- 
tions to all the Public Sector Undertakings to ensure that the est& 



Do. 

hates be prepared more realistically and such important factod me 
not omitted from the estimaes. 

(i) The Committee consider it strange that such an important item 
like the expenditure on townships and ancillaries was not provided 
in the original estimates for projects of such magnitude. The Com- 
mittee were informed that the expenditure on townships was Rs. 14 
crores in Rourkela; Rs. 15 crores in Bhilai and Rs. 17 crores in 
Durgapr and explained that the difficulty was that the Company 
had to put up townships in two or three years. The Committee 
desire the Government to examine whether the expenditure on 
townships is not rather disproportionate to the total outlay of the 
projects. They would like Government to consider the feasibility 
of laying down a suitable ceiling of the proportion of expenditure on 
townships to the total outlay of the project. 

(ii) The Committee do appreciate that in a project of this magnitute 
undertaken for the first time with foreign collaboration, the possi- 
bility of an upward revision of the original estimates cannot alt+ 
gether be avoided as some new factors which could not be foreseen 
at the time of framing the initial estimates are bound to crop up 
because of inexperience. All the same, they consider that a varia- 
tion of 36 per cent between the original estimates of Rs. 353 crores 
and the revised estimates in 1963 of Rs. 479-19 crores in respect of 
three steel plants proper (against which the actual expenditure upto 
31st March, 1962 was Rs. 474- 74 crores) is very much on the high side. 
Now that the three steel plants have gone into full production, the 
Committee suggest that Government should undertake a detailed 
study of the various factors that have led to such an abnormal in- 
crease in expenditure against the original estimates in case of each 
steel plant. The Committee have no doubt that such a detailed 
analysis made after a careful and objective study would serve as  a 
useful guide whenever large projects are undertaken in the public 
sector, and will assist in avoiding similar pitfalls. ---- - - 
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a3 32 Steel, Mine5 & The representative of the Hindustan Steel Ltd. promised to fur- 

Heavy Engi- nish a statement on the following points regarding the delay in 
neering (Deptt. the dates of completion of the erection of the various units of the 
of Iron and plant at Rourkela : 
Steel) (a) when were the drawings actually received from the Ger- 

man firm? 
(b) when did the Hindustan Steel Ltd. ask the German firm 

for the supply of drawings and whether the firm was in- 
formed at that time that the delay in the supply of draw- 
ings would affect the completion of civil engineering work 
within the scheduled time? 

(c) when did the civil engineering work actually commence 
after the receipt of the drawings? 'd 

The Committee regret to note that the information on the above 
points is stiII awaited. This should be expedited. 

In view of the fact that each delay in big projects, has a conse- 
quent effect on other units, the Committee would like the Govt. to 
keep a strict watch over timely completion so that such delays are 
avoided as far as possible. 

-Do- The Committee were given to understand that a Negotiation 
Committee was instituted in August, 1962 for settling the contractual 
issues. The Negotiation Committee with the General Manager, 
Durgapur, as the Hindustan Steel Limited's representative had, 
however, not made much progress due to the reported non-coopera 
tion of M/s. ISCON. Apart from this, the Committee were alsc 
told in the course of evidence that the contractors were adopting de- . 
laying tactics. The Committee are perturbed over these disclo- 
sures. The Committee desire that the Ministry and the Hindustan 



Steel Ltd. should take suitable measures to overcome the non-co- 
operation of the contractors and take necessary steps to realise the 
penalty. The Committee would like to be apprised of the final out- 
come of the negotiations. 

Do. In reply to a question, the Secretary, Department of Iron and 
Steel and the representative of Hindustan Steel Ltd. admitted that 
the answer given by the management to Audit as included in the 
audit para on delay in commissioning was incorrect. The Com- 
mittee, therefore, desired to be furnished with a note giving the 
actual reasons for the delay in commissioning of Coke Oven No. 111 
and the Potash Plant at Rourkela. 

The Committee regret that the information is still awaited on 
the above point. The Committee would like to emphasise that the 
Ministries/Departments should furnish correct information to Audit 
based on indisputable facts. Y 

Do. The Committee feel that at least some of the difficulties men- 2 
tioned in achieving full production are not of such a nature as could 
not have been overcome with better coordination with the Depart- 
ment of Mines and Fuel and the Ministry of Railways. As regards 
shortage of experienced personnel, the Committee would suggest the 
introduction of a suitable course of intensive training for the work- 
ing personnel by rotation, so that within a reasonable period of 
time, a number of well trained persons may be available. The 
Committee hope that the requirement of technical personnel for the 
fourth Five Year Plan will be kept fully in view while chalking out 
the training programme. 

27 36 Do. The Committee was also informed in evidence that in q i t e  of 
protests from the Rourkela Plant authorities, a somewhat higher 
target was fixed in their case. The Committee feel that there should 
be a uniform basis and procedure for fixing targets in all the steel 

---- plants. 
A -- .- - .- .- 



a8 37 Steel, Mines & The Committee are perturbed to learn about the conflicting views 
Heavy Engi- of the teams of German and Indian Experts. They trust that the 
nming (Deptt. Hindustan Steel Ltd. will take adequate steps to rectify all the 
of Iron & steel) defects in the plant and its maintenance, and that shortfalls in pro- 

duction will be avoided in future. 

Do. The Committee hope that every efEort will be made to reduce the 
cost of production would be useful for the Ministry to aiake periodi- 
cal comparison of the cost of production in Hindustan Steel Limited 
with that in TISCO and IISCO. 

Do. 

Y 

The Secretary, De?tt. of Iron and Steel, assured the Committee 3 
that with the increasing efficiency in production, the Hindustan Steel 
Ltd. would better even the TISCO figures and that was their a h  
The Committee hope that this aim will be fulfilled soon. 

The Committee note that steps are being taken to reach peak pro- 
duction and to reduce the cosk of production. They hope that the 
concrete results of these steps in the shape of reduced cost of pro- 
duction in the Plants under Hindustan Steel Ltd. at least to the ex- 
tent of the cost of production of private producers would be visible 
won. 

Do. The Committee would like to be informed about the b a l  out- 
come of the case relatives to Dolomite Calciums Plant. 



Do. The Committee consider it unfortunate that as a resuit of th6 
wrong judgement on the part of the authorities a saving of about 
Rs. 30 lakhs in foreign currency could not be effected. 'lhey hope 
that proper thought and considerstion would be given in future to 
such matters so as to avoid recurrence of such cases. 

The Committee are not convinced of the argument advanced in . Do. this case. They do not appreciate why in the case of supplies sepa- 
rately made by individual contractors (members of the Consortium) 
.through the Consortium, profit should be given to two contractors 
for the same supply. The Conlmittee suggest that the feasibility of 
safeguarding against such double profit be examined. 

The Committee were infornled that it had not been possible for 
Do. Audit to asseas whether all the defects pointed out by the @team of 

German Experts have been rectified and the extra expenditure in- 
volved. The Committee would like the Ministry to furnish this in- q formation to the Committee. w 

Do. The Committee are sorry to note that the trouble in the first Blast 
Furnace was due to faulty way in which the bricks were arranged 
which had led to certain leakages near the top hole. This resulted 
in an extra expenditure of Rs. 99,474 on clearing up the lining and 
relaying it. The Committee hope that such costly errors would be 
avoided in future. 

The Committee trust that the over-all improvement claimed to Do. have been achieved in the plant as a result of the steps taken will 
continue to be maintained. 

Do. The Committee regret to note that as a result of use of defective 
cement in the construction of structures an extra expenditure esti- 
mated at about Rs. 8-03 lakhs was incurred besides a loss of inciden- 
tal ex~endi ture  amounting to Rs. 19.02 lakhs. The Committee are 



surprised to Iearn that the Hindustan Steel Ltd. depended entirely 
on the suppliers' test certificate and no tests were caxried out either 
at the time of despatch or before the cement was used in the con- 
struction of structures by the engineers of the project. The Com- 
mittee desire that an enquiry should be made to fix xesponsibility 
for the lapses which resulted in such a heavy loss to public exche- 
quer. and to determine the extent to which this loss can be made 
good from the Cement Distributors Ltd. which was responsible for 
supplying defective cement. 

38 47 Steel, Mines Sr Heaq It was a revelation to the Committee that the terms of the con- 
Engineering tract with the contractors were so wide that Hindustar. Steel Ltd. - (Trm Sr Steel) were concerned merely with the paying of the amounts claimed on 2 the basis of certificates given by consultants. and that there was no 

check, inspection or examination of the work done or of the rates 
fixed. This unfortunate situation has led to  the alleged overpay- 
ment to the extent of Rs. 100 lakhs (of which abnut Rs. 62 lakhs have 
not been considered to be over payment by the Hindustan Steel Ltd. 
authorities) to the Consultants who are supvosed to be looking after 
the interest of the Hindustan Steel Ltd. The Committee feel that 
the terms of the agreement which were stated to be so extra-ordi- 
nary need to be re-examined and suitably revised if possible a t  this 
stage. Another aspect that disturbs the Committee is that such 
heavy payments were made without any officer of the Company 
caring to check .up the correct position, as a result of which at least 
an amount of Rs. 38 lakhs (even if the conservative estimate of the 
Director is to be accepted) in all probability overpaid to the contrac- 
tors is under investigation (out of which Rs. 13 lakhs have already 
hwn recovcred). What is more distressing to the Committee is the 



fact that these matters would not have come to notice in the normal 
course had there been no complaint and investigation. 

The Committee consider it rather strange that against the esti- 
Do mate of overpayment to the extent of about Rs. 100 lakhs made by 

an Engineer with technical knowle&e the value of items which were 
not considered worth further examination bv the Director amounted 
to Rs. 62 lakhs. Thev feel that fill1 facts of the case have not come 
to l i ~ h t .  The Committee. therefore. recommend that Government 
should appoint a hieh Iwel Tnquirv Committee to investi~ate the 
1:s-es of alleged overpavments reported by the Civil Engineering 
officer. The Committe~ would also like to know the End outcome. 

Do. The Committ~e are elad tn note that perrentaqe of losses on vari- 
ous nrnducts has come down. The Co,nmittee understan6 that the 
misting limits of losses fixed hv the Ccmvanv are on the high side 
and are being reviewd. Thev mould like to be infnrmed of the 
reduced limits of Imses proposed to be fived by the Companv. -I .Id - 

J h .  The Clommittce feel conccrncd to note that the d e m u r r a ~ ~  u 
charees incllrred hv the H.S.L. which were Rs. 20.33 lakhs in 1960- 
fil, ha? Pone rmto Rs. 63.83 lakhs durinq 1961-62 and Rs. 56-65 lakhs 
in 1962-63. Thr  Committee would like to draw attention in this 
connection to p r a  32 of thcir 7th Report (Third Lok Sabha) where- 
in thev had rcromm~nded that demrlrracc chart?- tvo~tld not onlv 
push up the cost nf pn? product at the proiect but also impede the 
optimum utilisatinn of wamn ranacitv of the countrv. Thp Com- 
mittee caqnot accwt that inrrtrrincr t h ~  dcmlirracfe c h a r ~ e s  as a re- 
pular fentiwe is totallv ~~navnidahlc Tn their v i ~ w  demurrace 
r h a r ~ e s  ?re avoidable avd wasteful exnenditure. Tn the evidence 
the Committee wcrt. informed t h ~ t  the mattcr was discussed with 
the Railways at various Icv~ls .  The Committee trust that effec'tive 
steps will he taken in co-operation with the Railway edministration 
to minimise/eliminate the demtrrrap charges. 

. . --- --- 



-. 

41 50 S.M. & H.E. The Committee appreciate that with the heavy capital investment, (Iron & Steel) any large projects of this magnitude are apt to work at a loss in 
the initial phases, till the peak production is reached. Since all the 
three plants have started working to their full capacity, the Com- 
mittee hope that their future financial results will show profits. 

Do. The Committee regret to note that there was a heavy balance of 
Rs. 167.37 lakhs under stock suspense account and purchase advance 
account at Bhilai on 31st March, 1963. They hope that with the crea- 
tion of a special cell for clearance of suspense accounts, the amount 
would be properly adjusted. The Committee would like the H.S.L. 
to ensure that such heavy 'balances do not accumulate under stock $ suspense account in future. 01 

The Committee are glad to learn that the system of internal audit . 
. Do. has been reorganised and improved. They would, however, like to 

point out that the system of internal audit can be really effective 
only if the audit objections are attended to with promptitude. The 
Committee would like the H.S.L. to take steps to ensure prompt and 
adequate attention to points raised by the Internal Audit Depart- 
ment. 

Do. The Committee need hardly emphasise the necessity of reducing 
the percentage of rejections to the minimum as ultimately rej.ec- 
tions mean loss to the company. 



Do. The Committee suggest that special efforts be made by the Hin- 
dustan Steel Ltd. to settle early all the outstanding dues from the 
Government Departments, especially from the Railways. who are the 
principal debtors and also from the primte parties. Where neces- 
sary the good offices of the Deptt. of Iron and Steel may be availed 
of. 

In regard to the number of contracts given in the past to this firm 
Do. and its performance, the Committee desired to have further infoma- 

tion on the following points: 
(a) whether the firm who were awarded a contract for the 

supply of moulds and hot tops were awarded any other 
contract in the past also, and if so, how many (showing 
the amounts of each contract) and what was their per- 
formance in these contracts, 

U 

(b) whether they were given any other contract also after 
their performance in regard to the cmtract for the 
supply of moulds and hot top was known? 

The information is still awaited. 
Do. (i)  The Committee are not satisfied with the explanation advanc- 

ed by the representative of the Hindustan Steel Ltd. for placing the 
arder (Rs. 42 lakhs) for the purchase of ingot moulds and tops at a 
very high price on a particular firm when other firms had quoted 
lower rates. It is unfortunate that no serious efforts were made to 
ascertain the normal price of moulds and tops before placing the 
order. The Committee regret to note that the order was placed on 
the firm for the supply of moulds and tops even though the firm 
did not have at that time full technical facility for the manufacture 
of ingot moulds. The supply depended entirely on the future pro- 

--- ---.. gramme of reconstruction of the works of the firm. 



(ii) The disclosures made by the second team of experts who 
visited the workshop of the firm about the abnormally high prices 
contracted lor and the fact that the moulds supplied by the firm wer? 
brittle and could not withstand the Arst pouring of the molten metal 
point to the need for an investigation for fixing responsibility for 
the irregularities which have involved the project authorities into 
ciifficulties and a suit in the Court of Law. The Committee would 
like the entire deal to be investigated and be informed of the final 
outcome. 

57 S .  hi. Sr 11. B. The Committee desire that the physical verification of stocks 
(Deptt. of Heavy Engineering) which had been taken up may be completed early and the result 

communicated to them. 

58 110. The Committee find from the Audit comments and the facts plac- 
ed before them in the course of evidence that certain items which 
were not to be taken credit of, have been included in the credit side. 
The Committee feel that to that extent the profit and loss account 
will be affected. Since it is desirable that the profit and loss account 
and the balance sheet of the Company should give accurate and 
correct picture of their working, the Committee desire that the Hin- 
dustan Steel Limited should take suitable measures so that such 
lacuna do not creep in the accounts. 

I l t .  In the opinion of the Committee, when the liability for incurring 
reclamation charges was known, the same should have been taken 
into consideration in valuing closing stock of middlings. 



110. (i) The Committee enquired about the targets of production k 
tcrms of H-22 lathes fixed by the Board of Directors f o r  the years 
1961-G2 a n d  196243 and the actual production in terms of H-22 lathes 
during these years. Tile u7itncss promised to furnish the informa- 
tion. The Conunittee also enquired about the percentages in terms 
o f  money vnluc, of imported components used in H-22,lathes and 
other machine tools manufactured or assembled during each of these 
two  y c ~ r s .  l ' h t  witness pron~iscd to supply the information. It  is 
still awaited. 

(ii) The Committce observe that the figures of production in- 
clucltd machines assembled from ready-to-assemble parts. I t  was 
admitted by the witness that the assembly of machine tools from 
import4 rt~njj-made parts required less time than the actual pro- 
ducti:x~ of complete machine tools from raw materials. The Com- 
mittee, therciol.~, feel that in crder to present a correct picture of 
production, the figures of production in both cases should be main- 
tained and shown' separately by the Company in their documents. S 
The Committee feel that fixation of targets on the basis of value of 
production in terms of selling prices will only give an unrealistic 
picture. The Committee also suggest that a uniform procedure on the 
basis of standard man hours should be adopted by the Company while 
fixing thc targets so that there can bc no ambiguity in judging actual 
performance against these targets. 

--DO- (i) The Secretary of t!le Ministry promised to look into the t&al 
working hours of the Company. The Committee would like to be 
frunished with a note on the subject. 

(ii) In the meantime the Committee trust that every effort would 
be made to improve the efficiency of the labour so that it reaches the 
European standard without undue delay. Given adequate experi- 



9 a c e ,  proper working conditions and necessary supervision and guid- 
ance, the Committee see no reason why the standard of performance 
in Indian factories should be lower than in European countries. 

53 62 .". & H.E.  The Comimttee regret to note that although more than seven years 
have passed since the Reserve Bank of India recommended that 
funds of statutory bodies and Government Companies should be 
invested in the State Bank of India or its su'bsidiaries which was 
accepted by Government in princide, no decision has been taken so 
far in this regard. The argument put forth by the representative of 
the Ministry that due to their past association with the United Com- 
mercial Bank it was not considered desirable to transfer the whole 
m o u n t  to the State Bank of India, is hardly convincing. (Accord- 
ing to the Annual Report of 1962-63, the Bank Balances of the H.M.T. 
with the scheduled Banks on 31st March, 1963 were Rs. 89,51,552). 
The Committee are of the view that once the recommendation of 
the Reserve Bank of India had bcen accepted by Government in 
principle, the Bank account should have been transfenred to the 
State Bank of India by the H.M.T. without any reservation. They 
desire that the decision of Government in the matter should be ex- 
pedited and the Bank account of H.M.T. transferred to the State 
Bank of India without any further delay. The Committee would 
like Government to ensure that the recommendations of the Reserve 
Bank of India in this connection, which have already been accepted 
in principle, are also implemented in practice. 

Do. The Committee enquired the extent to which H.M.T. had actually 
spent the amount of Rs. 150 lakhs contributed by Government towards 
share capital for the IT1 Factorv for the purpose for which it T a g  



given; the amount of balance, if any, and how the balance was utBs 
ed. The witness promised to furnish the information. I t  is Still 
awaited. I 

Do. The Committee view with concern that there had been diversion 
of Government funds amounting to Rs. 136.77 lakhs and no check 
was exercised by the H.M.T. to see that money was utilised for the 
particular purpose for which it had been given. It is all the more 
regrettable that the diversion of funds was resorted to without the 
knowledge and approval of the Ministry concerned. 

The Committee were assured during evidence that in future fiscal 
discipline in utilisation of Government funds would be observed. 
They trust that such cases will not occur in future. They would. 
however. like the Ministry of Finance to issue strict instructions on 
the subject. Id 06 

The Committee also note that a large sum of Rs. 17.5 lakhs had 
been disbursed to the Company by Government far in advance of 
actual requirements. This in the opinion of the Committee is wrong 
in principle. They would like the Ministry of Finance to look intb 
this aspect and lay down principles to be followed at the time of dis- 
bursing funds for specific. purposes. 

Steel, Mines & Heavy The Committee are not convinced that the abnormal delay in 
Engineering assessing the assets and liabilities in this case was unavoidable. AH 

(Dtptt. of Mines (k Metals) the eleven collieries. even though some of them might be verv old. 
were owned by the Government of India. These were transferred 
to a Government Corporation. Therefore, there ought not to be any 
difficulty in the matter of assessing the assets and liabilities. The 
only reason that would be responsible for the difficulty could be the --- - 

) c-- - 



fact that Accounts of these collieries and the records of topographical 
maps had not been maintained properly by the original owners (Gov- 
ernment Departments). Such lapses, in the opinion of the Commit- 
tee are serious and merit special notice and remedial action. 

The Committee hope that now that the topographical maps have 
hcen prepared, there would be no further delay in effecting final 
transfer of the Assets and Liabilities to the Corporation. 

S.hI. & H.1:. The Committee are surprised to learn that the Special Officer was 
ihiinec & hletols) appointed fur the determination of balances six years after the event. g The Corporation and Government must have been aware of the posi- 

tion relating to effective balances of liabilities from the very begin- 
ning. The Ministry have shown a lack of initiative in this matter 
which is regrettable. The Comittee would like to be apprised of the 
results as soon as the work is completed by the Special Officer. 

Do. The Committee hope that the efforts of the Corporation to realise 
the outstanding debts (about Rs. 40 lakhs) from parties known to 
them would bear fruit. They would like to be infirmed of the result 
of the efforts. 

!I4) . The Committee learn with regret that initially due to inadequacy 
o i  transport, (shortage of wagons as well as line capacity) and later 
mostly due to slump in the market, the production of coal had to be 
deliberately kept down. This only indicates that initial targets were 



not fixed realistically. Since scaling down of production below the ta?- 
gets initially fixed results in a large proportion of the machinery being 
renclered idle and workers laid off, the Committee desire the Gov- 
ernment and the Corporation to make long-term planning with the 
hclp of the hlinistry of Railways and Transport and maintain close . 
liais.in amongst themselves so that such situations do not arise in  
future. 

l 'he Committee desired to be furnished with a statement setting 
forth the yearly targets and actual production of each colliery under 
the control of the Corporation for the Second Plan period. The re- 
presentative of the Cxporation promised to furnish the requisite 
information later. This information is still awaited. 

The Committee would like to know the result of the study by the 
experts and the action proposed to be taken thereon by Government 

cl to improve facilities for transport of coal uy means other than rail. 

While the Committee are glad to know about the remedial mea- 
sures which are being taken to avoid losses by fire they cannot find 
any justification for not taking such measures as soon as stocks had 
begun to accumulate. They also feel that in anticipation of the accu- 
mulation of stocks, the N.C.D.C. should have taken a decision to 
scale down the production at the appropriate time. In their opinion, 
it was hardly prudent on the part of the Corporation to display their 
capacity to achieve the target despite heavy accumulation and attend- 
dant risk of fire which eventually resulted in a total loss of about 
Rs. 2.40 crores to the public exchequer. 

The Committee are sorry to learn that a loss of Rs. 16: 70 lakhs 
occurred due to deterioration in quality of coal stacked in various 
collieries. 'She Committee would impress upon the Corporation the 
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need to avoid such losses by taking preventive measures at appro- 
priate time. 

64 73 S.M. & H.E. The Committee would like to be informed when the two walking 
(Mines & Metals) draglines and the crawler mounted dragline are actual@ commission- 

ed. They would also like the Corporation to ensure that delays mvol- 
ved in assembling such costly machinery are reduced to the minimum. _CI 

65 74 Do. The Committee mav be informed of the latest positioh regarding the utilisation of the plant and machinery. 
66 75 Do. (i) The Committee desired to knod  the percentage of spares t0 

the total value of consumable stores held as on 31-3-1957 and 31-3- 
1962. This information is still awaited. I 

03 (ii) Even after making due allowance for the various factors ex- A 
plained during evidence, the Committee feel that in the closing stock 
of stores and spare parts etc. from Rs. 60.78 lakhs on 31-3-1957 to 
Rs. 1059.03 lakhs on 31-3-1962 (or 1742.4 per cent) is far too excessive. 
In the opinion of the Committee the holding of stores much in excess 
of the actual requirements not only locks up capital but is attendant 
with the risk of loss due to deterioration in storage. They suggest 
therefore, that the requirements should be assessed more realisticaIIy 
than what seems to have been the case hitherto. The Committee 
would like the Corporation to take early steps to reduce the closing 
stocks of stores and spare parts etc. to a more reasonable proportion. 

Do. The Committee regret to note that Plant and Machinery valued 
at Rs. 91 lakhs should have remained unutilised for a period of 4 
years. The Committee would like the Ministry to examine whether 
there was adequate justification for purchasing such costly machiwry 
without first establishing definitely whether they could be utilised Pe 



Do. 

Do. 

Do. 

Do. 

the purpose in view, and whether the plant and machinery in qu&- 
tion had deteriorated to any extent due to their remaining unutilised 
for 4 years. 

The Committee do not appreciate such delays in the examination 
of the Accounts and desire that this work should be expedited. 

The Committee consider it unfortunate that it had not been possi- 
ble to conduct cent per cent physical stock-verification of stores. They 
need hardly emphasise the importance of this work in order to safe- 
guard against losses owing to pilferage or otherwise. They hope that 
cent-per cent annual stock verification will be conducted regularly 
in future. 

The Committee hope that the work relating to reconciliation of the 
cost sheets with the financial accounts of collieries would be com- 
pleted without undue delay. 

The Committee are unhappy to note that an infructuous expen- 
diture of about Rs. 18: 54 lakhs had to be incurred by the Corporation g 
due to their failure to reserve power to the phased consumption de- 
pending upon the development programme of the coalfields in the 
Central India. It appears that in charging this amount the Madhya 
Pradesh Electricity Board had not taken into consideration the em- 
ployment potential and industrial development created by the 
K.C.D.C. Moreover, the Board had also failed to complete their sub- 
station owing to which the Corporation have suffered. The Com- 
mittee, therefore, desire that this matter should be reviewed, a writ- 
ten agreement arrived at and the N.C.D.C. should not accept liability 
where the responsibility was that of the State Electricity Board. The 
Committee suggest that this matter should be settled at a high level 
meeting between the representatives of the Centre and the Madhya 
Pradesh Government assisted by the N.C.D.C. and the State Electri- . 

city Board. 



72 81 S.M.H.E. 
(Mines & Metal?) 

73 82 Do. 

Do. 

Do. 

The Committee trust that the Corporation would show better re- 
sults, now that the production is to be increased. 

The Committee feel that the situation as revealed in this case 
should not have arisen had there been firm agreement between the 
N.C.D.C. and the Hindustan Steel Ltd. regardin price etc. a t  the 
very beginning. It is also unfortunate that there s 8, ould be difference 
of opinion at a later stage between two Public Sector Undertakings. 
The Committee therefore desire that the standard cost of washing 
should be fixed without further delay and firm agreement entered 
into for the pricd after 31st March, 1963 so that difficulties of the 
nature disclosed in the Audit para do not arise in future. 

The Committee do not appreciate the reasons advanced for credit- 
ing the s11m of Rs. 16-31 lakhs to the Profit and Loss Account. This 
has resulted in over-stating the profits of the Company to the extent 
of Rs. 16.31 lakhs, otherwise the working results would actually show 
a loss of Rs. 4.42 lakhs. The Committee, therefore, desire that cor- 
rect and uniform procedure should be followed in preparing the 
Balance-sheet. Profit & Loss Accounts etc. 

The Committee were glad to be informed that with the exception 
of Giridih Collieries, it should be possible to put all the other col- 
lieries on a profit basis. The Committee trust that this hope would 
be realised in the near future. 

The Committee would however, like Government to examine the 
suggestion made by the C. & A. G. for giving subsidies to the 
Corporation for collieries which were to run at a loss under a 



directive from the Central Government, in view of the fact that 
the N.C.D.C. has been set up by Government as a commercial 
organisation. 

The Committee desired to know the value of unserviceable 
stores lying with the Corporation for disposal. The representative 
of the Corporation promised to furnish the information later. This 
is still awaited. 

The Committee desired to be furnished with a note/statement 
setting forth the latest position regarding the amount due for 
recovery for sale of coal (including those outstandings for more 
thln one gear). This information is still awaited. 

The Committee hope that with the appointment of a special 
oflicer and inspectors for taking up the arrears with State Govern- 
ments and an officer of the Accounts Department for taking up the 
dues with the Railways, there would be improvement in the 
recovery of dues from Government Departments. 

The Committee do not feel happy over the slackness shown in 
the realisation of dues from middlemen. They hope that some 
ways would be devised so that such dues do not accumulate. In 
the meantime efforts should be made to recover the dues which are 
more than three months old from private parties. 

It is obvious that there had been not only negligence on the 
part of superior officers in retaining on duty the store-keeper whose 
suspmsion was ordered by the Managing Director, but also non- 
compliance with the orders of the Head of the Department which 
is a serious matter. This action on the part of the officers amounts 
to shielding of a person suspected of connivance in the theft, as 
also breach of office discipline. The Committee would like the 



Ministry to investigate how the orders of the Managing Director 
were not carried out and who were responsible for the same. 

It is unfortunate that the Company could not get a rehate of Rs. S ' M ' H ' E '  97,000 awing to delay in getting the bills certified by the collieries. 
(Mines & Metals) The Committee would like to be liftformed of the result of working 

of the new procedure for payment now introduced. 

S.M.H.E. The Committee regret to note that as a result of the interpreta- 
(&lines & hle;als) tion given by the Company Law Administration to the provisions 

- of Act relating to Branch Auditors, Government Companies are 
Finance appointing their own Officers as Branch -Auditors. This in the 

opinion of the Committee is not a hejalthy practice. It is obvious g 
that the comments of the Branch Auditors who are officers of the 
Company cannot be as objective and independent and wouM not 
receive the same weight as the comments of independent Auditors 
appointed on the advice of the Comptroller & Auditor General. 
The Committee desire that this matter should be reviewed and $he 
present practice of appointing Branch Auditors for Government 
Companies in the manner described should be discontinued. In the 
opinion of the Committee, the Branch Auditors should also be 
appointed on the advice of the Comptroller and Auditor General 
in the same manner as that of the Auditors for the Head (Xiice. 

International While the Committee appreciate the need to export certain 
Trade commodities in order to earn foreign exchange, they feel concerned 

with the manner in which the losses suffered on exports are made 
good at the expense of the consumers in India. Since the profits 
on the imported items, to make good the loss, are earned in India, 



it is the common consumers in India who have to pay extra far 
these imported items. This, therefore, amounts to a sort of an 
indirect levy, which in the opinion of the Committee, is not quite 
justifiable. The Committee hope that Government will consider 
this aspect of the problem and arrive at a better solution. 

Do. The Committee are happy to note that the volume of direct trade 
of the Corporation has improved from Rs. 64.69 crores to Rs. 77.39 
crores in 1961-62 showing a rise of about 20% over the previous 
year; but they feel that they would have been in a better position 
to appreciate the position had the information, as asked for by them, 
regarding the total margin of loss in exporting of commodities in 
respect of which internal prices are higher than the international 
prices, and of profits earned on the linked imports under barter 
trade for 1961-62, been furnished to the Committee. The infolc 
mation is still awaited. 

Do. The Committee were informed in evidence that diversion of a 
ii 

commodity imported from India had been resorted to by a country 
with whom agreements had been entered into. The commodity 
was bought from India under the rupee trade agreement and it 
was sold to another country to get foreign exchange. The Com- 
mittee hope that such cases are promptly taken up with the country 
concerned as being contrary to the agreements. 

Do. The Committee hope that the S. T. C. will continue to be 
vigilant and watch the trend of the world trade to derive maximum 
advantage to the Indian Industry in exporting iron ore. 

87 96 Do. The Committee would like the Corporation to make efforts 
towards the resumption of iron ore trade with the West European 
countries also. - 

aW7 (Ai) -14 



88 w Intenrational Trade The Committee note that owing to the lack of adequate experien- 
ce of the S. T. C. at  the beginning and other factors there was a 
loss of Rs. 5.26 lakhs on this deal. They hope, however, that the 
S. T. C. will benefit from this experience and that it will take all 
possible steps and precautions to avoid such losses, in future. A 
state agency like the S. T. C. should take all precautions to ensure 
that it does not default in fulfilling the terms and conditions of 
contract accepted by it. 

Do. 

Do. 

The Committee would also like the Ministry of International 
Trade to take up the question of making Railway Wagons available 
in time for the movement of manganese ore to ports and for this 
purpose some working arrangements with the Railway Board should 
be made so that similar situations may not arise in future. 

The Committee hope that the Managanese Ore Committee would 
be able to finalise their study early and it will be possible for 
Government to take steps on their recommendation for improve- 
ment of the position relating to export of manganese ore. 

The Committee would like to suggest that it is desirable to en- 
sure that the ore content of the minerals exported by the private 
sector was also upto the prescribed standard, as it might otherwise 
affect ad-.-ersely the reputation of India in international trade. They 
trust that suitable steps will be taken in this direction soon. The 
Committee also hope that all out efforts will be made to arrest the 
downward trend of the export figures of manganese ore. 



W 100 Do. The Committee are glad to know that the export of shoes is 
being increased. They hope, however, that the State Trading Cor- 
poration will benefit bv the experience they have gained in the 
export of shoes and will take all possible precautions including im- 
provement in the quality to avoid such losses in future. The State 
Trading Corporation should regard it a matter of prestige to see 
that the goods supplied by it are not rejected on account of being 
below standard. 

93 101 Do. While the Committee do appreciate that some of the factors re- 
sulting in heavy demurrage charges during 1960-61 were beyond the 
control of S.T.C., they cannot accept that incurring demurrage as a 
regular feature is unavoidable. Demurrage charges are wasteful 
expenditure pure and simple. The Committee would therefore like 
S.T.C. to devise ways and means of eliminating the wasteful ex- 
penditure. 

Y 

94 102 Do. The Chairman of the Handicrafts and Handlooms Exports Z 
Corporation of India Ltd. added that :n 1958 the export of cotton 
handloom goods to the U S A .  was wnr!T- Rs 13 Iakhs. This rose in 
1959 after the formation of the Handlcom Export Organisation to 
Rs. 1.69 crores. Last year's export figures were Rs. 2.50 crores and 
for the current year it was expected to  reach the figure of Rs. 3-50  
crores to Rs. 4 crores. 

The Committee are glad to note the steady improvement in the 
export figures of cotton handloom goods to the U.S.A. They h ~ p e  
that this trend will be maintained and that efforts will be made to 
popularise cotton handloom goods in other foreign countries also. 

95 '03 Do The Committee hope that with the merging of the Handloom 
Export Organisation with the Indian Handicrafts Development Cor- 
poration all duplication of work would be avoided and there would 
be uniformity of appronrh to trading and development activities. -- - -- 



96 r o q  International Trade The Committee do not api~~eciate the policy that when the irn- ported articles were scarce in the country, the S.T.C. should charge 
a much higher price for these articles putting the consumers 40 much 
diWculty and suffering. They suggest that some via media should 
be found out to solve this problem. 

In order to get a clear picture of the various transactions involved 
in this deal, the Committee desired to have additional information 
from the Ministry as per list of points in Appendix I. 

The Committee regret to note that the information has not yet 
been received so far (Feb., 1964). 

Do. The Committee are not quite convinced with these arguments. 9 m 105 They feel that it should be possible for the Directorate of Exhibition 
to handle all the work connected with Exhibitions. Other organi- 
sations like the S.T.C. and Handicrafts and Handloom Export Cor- 
poration can entrust the work in connection with exhibitions to 
one of their officers. That officer should remain constantly in touch 
with the Directorate of Exhibitions and supply them with such data 
and information as required from time to time. The Committee 
would like the Ministry to re-examine this question in the light of 
the Committee's observations. 

0% 106 Industry The Committee were anxious to satisfy themselves if a t  the 
time of taking over the management of the Company or immediately 
thereafter the Central Government had duly looked into the state of 
assets and liabilities and the accounts of the Company so as to see 
that Government were not saddled with accumulated losses of the 



past, and the price paid by them for acquisition of share capital had 
been arrived at on a fair assessment of assets. Having been unable 
to obtain information during oral evidence, the Committee desired 
tm be furnished with a note on the following points; but the note is 
etffl awaited : 

(i) Basis of valuation of the Mills. 
(ii) Value fixed for assets and liabilities of the Mills (The 

figures for assets and liabilities to be given separately). 

(iii) What was the market value and face value of the Shares 
of the Mills at the time when the Mills were taken over 
by the Central Government. 

(iv) Whether the amount of loss shown in the accounts of the 
Mills to the tune of Rs. 1.73 crores when they were taken 
over by the Gwenunent of India, was adjusted against 
the payment of compensation. If not, what was the posi- 
tion: 

(v) What was the conclusion reached after valuation regarding 
the State of assets and liabilities with reference to the 

' book value taken over. 
107 The Committee note from the evidence that the main problem Indung 

hced by the Mills arises out of unsuitability of the available raw 
makerial for production of newsprint and this also affected the eco- 
nomics of production. The Committee consider it unfortunate that 
this factor had not been given due consideratiqn when the location 
at this factory was decided. They were informed that until recently 
some pulp had to be imported to be mixed with indigenously manu- 
factured pulp so as to improve the quality of the fibre. The Com- 
mittee had also been informed that at present only about 25% 



of the requirement of newsprint in the country was being met 
by indigenous production and that it was proposed to expandlindi- 
genous production by increasing the capacity of Nepa Mills from 
30,000 to 75,000 tonnes by 1966 and by creating a further capacity 
for 1,50,000 tonnes in the private sector. The Committee hope that 
the question of availability of suitable raw materials for the new 
schemes will be given due attention and that the history of Nepa 
Mills will not be repeated in their case. Urgent attention must 
also be paid to the training and recruitment of technical staff. 

:x r 08 Do. (i) In view of t!l? proposed expansion of tile capacity of Nepa 
Mills, the problenl of diminishing reserves of Salai wood assumes add- 
ed urgency. The Commjlttee suggest that it is necessary to assess how 5 long the existing reservs woueld last and that the ways of increas- 
ing them and of growing alternative woods should be systematical- 
ly examined and pursued so that the aforestation programme of the 
State Government is kept abreast of the requirement of Nepa Mills. 

Do. (ii) The Committee were informed ,that suitable soft-woods were 
available in Kashmir in the Himalayan slopes but the problem was 
of their transport and economics of pulp manufacture. They were 
also informed that the possibility of putting up a plant in Kashmir 
was being explored. Since it is in the long term interest of the 
newsprint industry in India to produce pulp of good quality indi- 
genously rather than importing it, the Committee feel that it is 
high time that priority is given to this matter. 

The Committee note that the cost of production had been brought 
down from Rs. 869 a ton in 1961-62 to Rs. 830 in the current year. It 



Do. 

Do. 

is however significant to note that the cost of imported newsprint 
per ton is between Rs. 800 and Rs. 900. I£ due allowance is made for 
shipping charges, customs duties and the margin of profit i t  would 
be obvious that the cost of production would be considerably less in 
the foreign countries. The Committee, therefore, hope that efforts 
will be continued to bring down the cost of production still further. 

The Committee feel that with the experience already gained in the 
manufacture of newsprint without admixture of imported pulp with 
the indigenously manufactured pulp, i t  is desirable to fix some tenta- 
tive standards for consumption of raw materials as compared to the 
finished product. These could be revised in the light of further ex- 
perience. 

The Committee regret to note that the question of setting up the 
plant through a private party or by the Mills themselves was not 
dealt with the urgency i t  deserved in view of (the saving of Rs. 2 or 3 
lakhs per year expected to accrue as a result thereof. 

The Committee note   hat the Annual Report of the Company for 
the year 1961-62 was rather sketchy. They desire that the next 
Annual Report of the Company should be more informative as regards 
its achievements against targets fixed, the major problems encounter- 
ed and solutions found and it should also deal with such matters as 
cost, control, progress of expansion of capacity training imparted to 
personnel etc. 

A sum of Rs. 0.93 lakhs was charged to the profit and loss account 
for the year 1961-62. This represented loss due to fire of bamboo 
worth about Rs. 1.91 lakhs less an amount of Rs. 0.98 lakhs recovered 
from the Insurance Company. The Committee were informed that 
the cause of the fire was not known. The entire stock was not cover- 
ed by insurance. The Committee would like to know the reasom 
therefor. 



The Committee hope that necessary precautions are W i g  taken 
to avoid such losses in future. 

lob 1x5 Deprt. &Atomic In order to examine the matter further the Committee desired to 
Energy be furnished with certain further information. From a note furnish- 

ed by the Company pursuant thereto the Committee observe that the 
uahtit of 11597 kg. of Carbonate (Oxide) was sold to the S.T.R. 

8urh Govember, 1950 to June, 1851. Durin this period Carbonate 
(Oxidle) weghing 12,803.60 kg. was also s o d  to outside parties by 
the S.T.R. erefore, the plea that that the decision to sell carbonate 
to the French Firm, on the basis of the price for chloride, was taken 
in view of lack of demand for it is not very convincing. According 
to the note submitted by the Cornpan the price f6i carbonate was l' Axed in accordance with the decision o the Board on 21st April, 1951 
that the sellin price of rare earths chloride be fixed at £375 per ton 
ex-works. It g as been contended that although the minutes of the 
meeting of the Board contained no separate reference to the sale of 
carbonate on the basis of thq price of rare earths chloride solution 
from which it had been obtained b the French fh at its own'cost, 
the management's action was bas d on the discussion and considera- 
tion of the matter at the Beard Meeting and within the spirit of the 
actual minute recorded by the Board. The Committee understand 
From Audit that the decision taken at the Board meeting held id 
April, 1951, deals only with the selling price of Rare Earth chloride 
and does not refer to carbonate. That this decision is not applicable 
to carbonates sold in question is also evident from the fact that in Itte 
statement of accounts rendered upto June, 1951 the S.T.R. gave c r d t  
for tarbonate taken over by them at the rate approximating to the 
market rate less their comnlissim and profilki. The recb4qtl~ri 



entries reversing the original credits at market price were made only 
in the return of the third quarter for 1951 received from S.T.R The 
financial implications of the rectification entries and of the sale at the 
price of Rare Earth Chloride solution in the light of the market price 
of carbonate, when they were taken by the S.T.R. in the 'form of 
carbonate, had not been brought to the notice of the Board. Tbe 
Committee are surprised that an impartant decision having financial 
bearing should not have been specifically mentioned in the minutes 
of the meeting of the Board of Directors. They desire that proper 
records should be kept of all important decisions to avoid any p&i- 
bility of doubt. 

The Committee consider it wrong in principle to utilise the ser- 
vices of internal auditors for the preparation of the accounts, which 
they themselves are required to audit later on. In order that the 
audit may be effective it is essential that the two functions should be 
discharged by different persons. The Committee found that in the 
case of another Public Undertaking also (Hindustan Shipyard Ltd.) 
the Audit staff was diverted for the preparation of flnal accounts. 
The Committee, therefore, desire that their observations should be 
brought to the notice of all the public undertakings, etc. to avoid the 
recurrence of such instances. 

The Committee would like to be informed of the settlement reach- 
ed in this case and the amount recovered from the firm. 

While the Committee note the difficulties encountered by the 
comppny (Bharat Electronics Ltd.) in the preparation of accurate 
estimates, they feel that with a closer liaison with the Ministry of 
Defence and other Government Departments and a more realistic 
basis of assessment, in the light of the Company's past experience, 
the position can be significantly improved. The Committee trust that 



the Company will pay due attention to the matter, and initiate neces- 
sary steps to achieve the desi~ed end. 

-- De The Committee desire the Company to take an early decision re- garding the introduction of the above-mentioned suggestion of the 
Comptroller and Auditor General. They also desire the Company to 
make special efforts for the expeditious realisation of the heavy 
debts which have already accumulated. 

- The Committee desire that the work relating to the laying down 
of the duties to be performed by various officers for the mainten- 
ance of accounts in the Garden Reach Workshops Ltd. 

-Do- The Committee are surprised that the Accounts of the Garden 
Reach Workshops-a commercial undertaking-should have been so 
badly maintained. They desire that vigorous efforts should be made 
by the Workshops to bring their Accounts to a satisfactory level. 

The Committee view with concern the accumulation of heavy 
Debts due to the Workshop which appear to be disproportionately 
large in relation to their turnover. They desire the Workshops to 
take effective steps for the expeditious realisation of these 
dues. They would also like the Ministry to examine the feasibi- 
lity of implementing the Comptroller and Auditor General's sugges- 
tion (referred to in an earlier para) that 90 per cent of the value of 
the g o d s  sold may be charged before despatch and 10 per cent there- 
after. 

The Committee desire that disposal of the stores should be ex- 
pedited. They further desire that the leeway in the introduction of 



a ecientfAc system of procurement and inventory cantml in tk 
Workshops should be madc. up at early date. 

11 5 124 The Committee regret the losses suffered by the Mazagon Dock Def- 
in the production and sale of the Engine in question. They note that 
the Company are already seized of the question of discontinualxe of 
the production of the Engine. They would like to be informed of the 
final decision taken in the matter. Before the Company finally decid- 
ed to discontinue the production of the Engine, the Committee would 
like them to examine critically once again whether it would not be 
possible to eliminate the marginal loss, by improving the technique 
of production and/or by a slight increase in the selling price. 

116 I75 -Do- The Committee view with concern the phenomenal increase in th= 
debts outstanding to the Company (from Rs. 20.63 lakhs as on 31st 
March, 1959 to Rs. 09.58 lakhs as on 31st March, 1963). The Commit- 
tee desire that special efforts should be made by the Company for 5 
the expeditious realisation of these dues. In cases where the out- 
standing codd not be rcalised due to differences regarding the rates 
charged, the matter may be settled with the customers a t  a higher 
level in a spirit of conciliation. In order that such heavy dues do not 
accumulatc: in future, the Committee would like the Company to 
examine the feasibility of implementing the Comptroller and Auditor 
General's suggestion (referred to in an earlier para) that 90 per cent 
of the value of the goods sold may be charged before despatch and 
10 per cent thereafter. 

The Committee feci that as the repair orders, when accepted, 
would directly or ind;rcctly earn foreign exchange for the country, 
the expansion scheme of the company should be accorded a high 
priority 



1x8 13: Food, & Agriculture The Committee note that one of the reasons for the short-fall in 
(Deptt. of Agriculture) procurement of milk was the defective working of the collection and 

chilling centres. Thus, the two centres set up by the Scheme at 
Alipore and Najafgarh were not functioning at all. Similarly the 
supplies from Ballabgarh and Bahadurgarh centres last winter was 
only 80-90 maunds as against the maximum capacity of 400 maunds. 
(At Bahadurgarh the supplies during the summer was only 35 
rnaunds) . 

From the facts placed before the Committee it is obvious that 
there had been a failure to make proper survey about the availability 
of milk to the Scheme before setting up these Centres. The Commit- 
tee were surprised to learn during evidence that as earl as 1960 the 
Scheme had tried to procure milk at Alipore and ~ a j a k a r h  centres 
with the help qf local Administration but it could not succeed. Even 
then, the Scheme went on investing on these centres. Expenditure 
was incurred on the electrification of the Alipore Centre and an 
Assistant Manager was posted for five months (from 24th January, 
1963 to 24th June, 1963) and paid Rs. 250 per month $or surveying 
the milk supply although no milk could be collected at the Centre. 

8 a@ I9a  -80- The Committee regret to note that lack of proper planning and 
fore-thought had resulted in large capital expenditure incurred on 
the setting up of these Centres (about Rs. 3 lakhs on each Centre), 
remaining unutilised, besides a lot of recurring expenditure on staff 
appointed to look after these Centres. They trust that the Scheme 
would be more careful in setting up further such Centres. 

?W r!u am- mile the Committee note that there had been improvement in 
the achievement of rated capacity for various products, they find that 



I2 I 134 Food & A&CU~~UE 
(Deptt. of Agriculture) 

I12 135 -Do- 

*3 $36 Do. 

in the case of butter the production still fell too short of the rated 
capacity (24.11 per cent). The Committee could get no explanation 
for such a large shortfall in the case of butter which according to the 
Ministry's own statement gave a good return on capital. The Com- 
mittee, therefore, feel that this matter requires further examination. 
As the low utilisation of rated capacity results in high percentage of 
over-heads affecting the cost of production, the Committee desire that 
efforts should be made to achieve the rated capacity for vaiious p m  
ducts early. 

The Committee would like the Delhi Milk Scheme authorities to 
make efforts to reduce the cost of production of ghee so that the loss 
incurred may be reduced if not eliminated altogether. 

The Committee desire that the reasons for the large increase 
in supervision and distribution charges and on miscellaneous expen- 
diture should be re-examined and steps taken to reduce the various 
charges to the extent possible to minimise the cost of production of g 
various products and also the loss suffered by the Scheme. 

The Committee would also like to invite attention in this con- 
nection to their recommendation in para 52 of their Eighth Report 
(1962-63) suggesting that early steps should be taken to increase the 
through put as originally envisa ed so that the Scheme runs on 'No- 
profit no loss basis', as intende f by Government. 

The Committee feel concerned to note that although it is more 
than four years since the Scheme started functioning, the accounts 
are still in a highly unsatisfactory state. They need hardly emphasise 
the necessity of maintaining proper accounts to keep a watch over 
Anancial transactions and to locate abnormal wastages and/or loss 
due to pilferage etc. They trust that the steps taken by the Scheme 
would result in the improvement of the position in this regard. 



- 
135 138 pood & ~griculture According to a note furnished by the Ministry, milk worth Rs. 5-20 

Deptt, (Agriculture) lakhs went sour and curdled since November, 1959 to the end of 
1962-63. Although, out of this, milk worth about Rs. 5-09 lakhs had 
been utilised for making by-products, milk worth Rs. 11,650 was 
curdled and could not be used. 

Similarly, a loss of 47,873 new milk bottle valued approximately 
at Rs. 19,149 had been on account of fire on 18th April, 1963 as the 
e n n y  bags containing bottles had been stacked in the open yard for 
inspection before taking them on to stock. 

I t  is apparent from these cases that the loss of milk, bottles and 
other products had been not only due to normal wastage during handl- 
ing and processing but due to other reasons also. The Committee, 8 therefore, feel that this matter requires detailed examination to ana- 
lyse as to what extent these losses had been due to causes other than 
normal wastage during handling and processing so that suitable steps : 
can be taken to avoid such losses in future. 

Do. The Committee also feel that as it is already more than 4 gears 
since the Scheme started functioning steps should be taken to lay .* 
down standards on the basis of past experience for the loss and wast- 
age of milk bottles and various other products during handling and 
processing. This would enable the management to locate any abnor- 
mal wastage and to take necessary remedial measures. 

The Committee regret to note that instead of selling butter or 
converting it quickly into ghee, large quantity of butter was allowed 
to accumulate even when the Scheme did not have an adequate deep- 
freeze equipment. They were informed that there had been a little 



carelessness on the part of the authorities, that necessary enquiries 
were being made by the Ministry in this matter and that the respon- 
sibility would be fixed. The Committee would like to be informed of 
the action taken in the matter as also the amount of loss suf£ered on 
this account. 

Do. The Committee were also surprised to note that although deep 
freeze equipment was ordered in October, 1962, it had not been receiv- 
ed so far. They desire that the matter should be pursued vigorously 
with the suppliers to avoid the recurrencv of the type of losses men- 
tioned above. 

Do. The Committee regret to note that even the elementary precaution 
of properly cleaning the packages before they were packed with pow. 
der was not taken in this case. They need hardlv emphasise the 
necessity of maintaining a very high standard of cleanliness in the 
storage and handling of various products of the Scheme and any laxity 8 in this regard should be seriously viewed by the Scheme. The Com- 
mittee hope that such cases will not recur. 

143 Do. The Commi:tee desire that efforts should be made to recover the 
old outstandings expeditiously. 

145 Food dr Agriculture It is observed from the table given in the Report that ?he in&- 
(AgrCculturc) ; genous production of fertilizers was not keeping pace with the de- 

mand for the fertilizers with the result that substantial quantities of 
P m l e ~  & Chmicals fertilizers continue to be imported involving heavy drain on foreign 

exchange. The Committee were unhappy to learn durin the course 
of evidence that the total annual production of the fertifizers at  the 
end of the Third Five Year Plan would be only 5 Iakh tons in tern+; 
of nitrogen as against the earlier estimates of about 8 lakh tons and 
therefore the im orts would have to continue for some time to come. 
The Committee t! esire that the reasons for the shortfall in production 



Food & Agriculture 
(Agriculture) ---- 
Steel, Mines and 
Heavy Engineering 
(Heavy Engineer- 
ing) 

Do. 

-- 

should be examined and vigorous efforts should be made to increase 
the indigenous production of fertilizers. 

The Committee are not satisfied with this explanation. They ob- 
serve that according to the Ministry's own admission, "at the time 
of the preparation of the Third Five Year Plan the Government also 
took into account the possibility of something like Rs. 40 crores to 
Rs. 50 mores as additional resources arising from the pool profits." 
It is, therefore, evident that the profits accruing to the Pool were not 
incidental due to the imported price of fertilizers being low in a par- 
ticular period of one or two years but due to the fact that the prices 
had deliberately been kept high with a view to making profits. This, 
the Committee regret to point out, was not consistent with the object 
of the Pool, which was never intended to be a revenue earning 1 scheme, but was to serve as an equalisation fund, so that all the irn 
ported and indigenous fertilizers could be made available to the con- 
sumers at a uniform price throughout the country. In the circum- 
stances, such a wide margin of profit (Rs. 86.8 per metric tonne in 
1960-61) by the Pool could by no means be justified. In the opinion 
of the Committee, fixation of selling prices at a considerable higher 
level than necessary for the real purpose of equalisation was objec- 
tionable in principle as it amounted to indirect taxation which was 
the prerogative of Parliament only. Besides, this defeated the basic 
concept of establishing the Pool which was to make the fertilizers 
available to the cultivators at reasonable rates in the interest of 
maximising agricultural production. 

The Committee would also invite attention in this connection to 
their recommendation in para 17 of their 7th Report (1962-63) that 
in order to attract the agriculturists it is necessary that the final price 



of fertilizers,payable by the consumers should be kept as low as pos- 
sible by effecting economies both in the cost or production and in the 
expenses incurred by various intermediary agencies. The Commit- 
tee, therefore, desire that Government should urgently review their 

licy for the fertilizers keeping in view the objects of the 
Pool. p'"'"g.I%" e prices of various type of fertilizers should be so fixed as 
to ensure that the benefit of lower imported price/cost of production 
was actually passed on the consumers to promote their sale and wider 
use. 

150 Food 81 Agriculture The Committee regret to note that the reconciliation of figures and 
(Agricultutc) the adjustment of the amounts between the Pool, Special Development 

Fund and I.C.A.R. should have taken such a long time (about 7 years). 
They trust that the final adjustment of the amount between the Pool 
and the I.C.A.R. would be expedited. 

Do. 

Do. 

The Committee desire that the feasibility of utilising the spare 8 
capacity of the plants suitably at the Institute (I.V.R.I.) should be 
examined early. 

The Committee note that although the price of biological products 
was to be fixed on a no-profit no-loss basis, the price of various R? 
ducts has remained unchanged since 1939 although in the meanw 11e 
the cost of production in some of the cases had been considerably 
reduced due to mechanisation of manufacturing processes and intro- 
duction of new methods of packing. Even the cost of production of 
various products had not been worked out properly and it was only 
in October, 1961 that the question was taken up with the Accountsnt 
General, U.P. Even thereafter, there had been some delay and al- 
though more than two years have s i n e  elapsed the revised system of 
costing has not yet been introduced. The committee desire that the 
matter should be expedited and the prices of various products fixed 
taking into account the revised cost of production. 



137 I 53 Food & Agriculture The Committee were also surprised to learn during evidence that 
(Agriculture) by convention, commercial accounts were kept for some products 

whereas no such accouruts were maintained for others. The repre- 
sentative of the Ministry agreed that this matter needed a more de- 
tailed examination and that the cost of production should be properly 
worked out for all the products. 

The Committee need hardly emphasise the importance of main- 
taining proper cost accounts of various products to control their cost 
of production and for avoidance of waste. They trust that such ac- 
counts would be maintained for all the Products in future. 

154 Fond & Agriculture 
(Agriculture) 

Home Affairs 

Do. 

The Committee have repeatedly emphasised the need for taking 
prompt disciplinary action a ainst the delinquent officials, if it is to 
serve the desired purpose. T % ey trust that this matter viz., the alleg- 
ed misappropriation and fraud committed in years 1960-61 and 1961-62 
would now receive immediate consideration and suitable action taken 
against the delinquent officials. The Committee would like to be 
informed of the outcome of the case. and also whether it had been - .  

possible to recover any part of 'the amount misappropriated 
(Rs. 24,039). 
The Committee recommend that efforts should be made by the 

Films Division to effect possible economies in the production and djs- 
tribution of such films so as to make them self-supporting. Steps 
should also be taken to bridge the gap between the income.and expen- 
diture of the auditoria maintained by the Division, for exhibitiqg 
their documentaries etc. 

Tme Committee feel that if it is decided to locate the offices of .the 
Films Division somewhere further away from the proposed site, it 



should be possible to acquire land and construct buildings at a much 
cheaper rate. They desire that feasibliiy of this proposal may be 
urgently examined. If, however, this proposal is likely to entail heavy 
delays, then the construction of buildings, as already planned, may 
be expedi~ed, since the Films Division is a t  present very much cramp- 
ed for space. 

Do. The Committee regret to note that the C.P.W.D. should have been 
ignorant of the provisions of the statute. The provision of temporary 
overhead connection became necessary only because of administra- 
tive delays in sanctioning the supplementary estimate. The process 
took a period of 15 months. The estimate had sgain to be revised 
after another 4 months in April, 1959. The Committee desire that 
the Ministry of Works, Housing and Rehabilitation should take note 
of the unbusiness like procedures adopted in this case which cost the 
exchequer Rs. 21,269 and take remedial action to prevent recurrence 
of such cases. 

(i) In a note submitted to the Committee, the Ministry of Indus- 5 
try intimated that the question of reduction in the sale price of peni- 
cillin and penicillin products will be considered further in the light 
af the Committee views expressed in para 25 of their 7th Repart 
(3rd Lok Sabha) . The Conlmittee welcome this move. 

142 158 Finance (ii) In regard to the pricing policy in general, while the Com- mittee agree in principle that all industrial and commercial transac- 
,411 Ministries tions in the public sector should earn enough profits t~ be able to give 

a good dividend to the exchequer and to build up reserves to finance 
their own future expansion, the Committee feel that some principles 
should be laid down so as to see that the pricing policies do not be- 
come an instrument of indirect taxation as the power of taxation is 
the prerogative of Parliament only. In this connection the possibility 
of prescribing with the approval of Parliament a ceiling to; the per- 
centage of profit, with powers to vary the percentage within that 
ceiling from industry to industry might be examined. 

- -__- . _ - -  ._ .__ - 




