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I, the Chairman of the Public Accounts Committee, do present 
on their behalf this Mty-fourth Report on the Appropa'iation 
Accounts (Civil), 1963-64, Audit Report (Civil) , 1985, Audit Report 
(Commercial), 1965 and Finance Accounts, 1985.64 in so far as thesc 
relate to the Ministries of Finance (including Planning Com- 
mission), Food, Agriculture, Community Development and Co- 
operetion (Deptt. of Agriculture) and Home Main (relating to 
the Andaman Administration), Industry, Iron & Steel, Mines and 
Metals, Labour & Employment and Rehabilitation (Department of 
Rehabilitation). Department of %rial Welfare. Ministries of Supply 
and Tcrhn~cal De\dopment. Transport R. Aviation and Works, 
Hnrrsinp 8: Urban Dcvclopment. 

2. The Appropriation Accounts (Civil), 1963-61 and Audit Re- 
port (Civil), 1965, were laid on the Table of the House on the 12th 
March, 1965, Audit Report (Commercial), 1965 on the 29th April, 
1965 and Finance Accounts. 1963-64 on the 16th August, 1965. The 
Committee examined the accounts at their sittings held on the 
30th July, 25th September, and 11th October, 1965, 15th, 17th, IWh, 
20th and 2lst Janunrv,  and 1st. 2nd, 4th, 5th and 8th February, 1966. 
A brief record of the prncwdings of each sitting forms part of the 
Report (Part 11) +. 

As regards the accounts rvlating to the Andaman Administra- 
tion, the Committee called for notes from the Ministries of Food, 
Agriculture & Community Development and Co-opration (Deptt. 
of Agriculture) and ~ o m e  Affairs. 

3. The Committee considered and finalised the Report a t  their 
sitting held on the  28th April, 1966. 

4. A statement showing the summary of the main conclusions/ 
recommendations of the Committee is appended to the Report 
(Appendix I ) .  For facility of reference these have been printed 
in thick type in the body of the Report. 
- . -- - - - - - - -  * .- - - -- -. - - -- 
*Not printed. One c:~lostyled cop? laid on the Table of the House and 

five copics placed in Parliament Library. 



5. The Committee place on record their appreciation of the a d -  
tena rendered to them in their exambation of these accounts by 
the Comptroller 6 Auditor General of India. 

They would also like to expnesa their thanb to the ofacers of 
the Ahistries etc. concernmi, for the c-ation extended by them 
in giving i n f m t l o n  to the Committee during the course of 4- 
dence. 

Ntw m~f; 
28, April, 1966. 
8, ~ a b a k h a ,  1888 (S) 

R. R. MORARKA, 
Chairman, 

P~ihlic Arcounts Committee. 



MINISTRY OF FINANCE 

NatConcrl Defence Fd-Para 0, pp. 7-8, Audit Report (Civil), 1965 

1.1. This Fund was constituted in November, 1962 with the object 
of mobilising resources for the defence of the country and for the 
welfare of the Armed Forces. The transactions rclnting to the Fund 
appear in the "Public Account" Section of the Government Accounts. 

1.2. A broad analysis of  the receipts and expenditure under the 
Fund during the two years 1962-63 and 1963-64 is  given below:- 

(in crores of rupees) 

1962- 1963- 1962- 1963- 
Receipts 63 64 Expenditure 63 64 

Cash collections 
(Contributions 
received in gold 
ornaments, jew- 
ellery, silver, 
silver articles, 
etc. had not 
been convened 
into cash and 
credited to the 
fund). 

50.30 7.88 Transfer to Reve- 
nue to meet a- 
penditure on pur- 
chases of Defence 
equipment. 

Pa ent to the 3" niversity Grants 
Commission to 
meet 50% of 
the cost of con- 
struction of rooo 
Rifles Ranges in 
Educational Ins- 
titutions. 

Payment to thc 
Citims' Central 
Council. 

Amount spent 
through Army 
and Air Force 
Relief Funds and 
other Ddmcc 
Orgmisations. 

Other items 
Closing Balance in 
the, Fuxld. 



1.3. The funds made available to the Citizens' Central Council 
were to be u t rhed  for provision of amenities and welfare of h 
fighting forces and their famihers and for pubhctty to promote de- 
fence effod. Cht of the funds received, the Central Council had mid 
advanccs amounting to Rs. 10.94 lakhs to the Citizens' State Coun- 
d l s  d u r ~ n g  January, 1963 to March, 1Q63, but the audited accounts 
had not been received by the Central Council In several eases. A 
sum of &. 3.48 lakhs was also advanced in December, 1962 and 
January, 1963 to an individual and on organisation, both of whom 
have not rendered any account to thc Central Council 

1.4 The Secretary of the National Defence Fund lnfortnrd the 
Committee that Audlt Reports for t h e  financial year 1962-63 had 
been received from the State Cltlzcns' Counclls of Punjab, West Ben- 
gal, Uttar Pr,~clcsh, Gujarat, Kerala and Rajasthan but t h e e  had not 
yct been received from the State Citrzcns' Councils of Andhra Pra- 
desh, Rihar, Hlmachal Pradesh, Delhi and Tripura. The accounts of 
the Mnharashtra State Citizens' Council were In the process of be- 
ing cludltcd ;~nd  thc Report way expcctrd to be received shortly. 
Thc State C;owrnments concerned were hemg rcmindcd in the mat- 
ter. 

1.5. Asked whether all?; Statr Govcwmcnt had disputed the neces- 
sity or the desirability of audit, the witnrss stated that in the begin- 
ning the States wcre not wary par-t~cular to have an  audit of their 
accounts. But Inter on, w h m  t h e  position was explained to them, 
the Mahtlrabhtra Govcrnmcwt irnrncdiatvly started dmng ~ t .  Then 
they wrotc to the othci Stiitcs through the C~tizens' Central Council 
advising them to follow sult. Asked how soon after the amounts weer 
disburscd. instructions were ~ssucd that audited account., should be 
pruduccd, the witness stated that it was about 2 years thereafter. 

1.6. Regardmg the amount sanctioncd to an ind~vidtml. the wit- 
ness stated that a grant of Rs 40.000 was given by the Citizen's 
Central Council, and was to 3 person who was doing a lot of relief 
work in the forward areas during the emergency. Out of this 
amount a sum of Rs. 10.000 was given as ad hoc grant to com- 
pensattb the Knsturlx~ Scwn Mandir whii-h had incurred heavy loses 
in a fire a: Tezpur. So fa r  as the balance of Rs. 30.000 was :on- 
cer~lcd, vouchers for a major portion had been received. Referring 
to the decision of the Executive Committee of the N.D.F. that the  
accounts relating to the grants paid to the Red Cross Society and 
aforesaid individual should be audited by a private chartered 
Accountant to be approved b ~ .  the Controller and Auditor General, 
the Committee asked whether action had been taken in this regard. 
The witness stated that the decision was communicated to both the 
parties. But the Indian Red Cross Society had stated that their 



accountants were already being audited by the Accountant General, 
Central Revenues and there was h d y  any point in having private 
Auditors to audit the accounts of the amounts received by them 
from the N.D.F. This matter would be looked into and also refer- 
red to the Red Cross Society. 

1.7. Asked what the total amount collected in the NDF was, the 
witness stated thar upto 15th December, 1965 ~t was Rs. 70.96 crorcs 
including Rs 1.6 crores ~vorth of gold. silver and jewellery donated 
to  the fund and 'taken over to Govt. Stocks'. Out of this the total 
amount spent came tu Rs. 27.!17.72.000. 111 addition Rs. 5 f8rores 
were sent to the Special Fund created for the rehabilitation of ex- 
Servicemen. The Cornrnlttce cnrju~rcd whether the propraty of set- 
ting up of a fund for the rchab~litnt~on o f  cx-Serv~cemen out 3f the 
NDF was examined Thc witnt-ss rcpl~c~d in the affirmative and 
stated that  the Exccut~vt. Committcr consldered it ns a liiudabk 
object and within the srope of :he fund. 

1.8. The Committee enquired whether all the items vtr. gold, 
silver, jewellery etc. had been sold and proceeds realised, the wit- 
ness stated that so far as gold ornaments etc. were concerned they 
were taken over to the Government stock after melting. In regard 
to rare jewellery of artistic value, a Committee under the Chair- 
manship of the  Maharani of Gwalior had been appointed to c!xamine 
the various items and some of these were sent to America where a 
special sale was organised. Part of it was sold and the rest was 
returned to India. The latest decision of the Executive Committee 
was that this should bc sold to ftrreign tourists against travellers 
cheques. He added that a sale was organised in the Cnttagc Indus- 
tries Emporium and the result was quite satisfactory. 

1.9. The Committee are surprised to learn that when thc funds 
were di\hursed to the various States Citizen% Councils etr., no condi- 
tion was laid down regarding preparatio~i and suhmisuion of audited 
accounts. A decision to get audited accounts was taken only about 
'\vo years after the clisbrrrsr*ment of the fund<. The Comtnittec desire 
that the que\tinn of ohtuining irudited acr,n~n's  from such 
of the Citizens Councils a\ have not yet forw:l ded the audited ac- 
counts and also the Indian Red Cross Society and the individual 
mentioned above should he pursued vigoroudy. 
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1.11. The Committee enquired whether any review had heen 
undertaken by the Ministry in order to determine haw far the pro- 
jecta financed by foreign loans were already remunerative, as recam- 
mended in para 8 of their Thirt)-.$:;;!h Ft.eport (3rd Lok Sabha). 
The Secretary Co-ordfnation stated that a rough cdculation had 
been made as to the projects which were profitable and which were 
not. The results would be published in a review which would 
cover d l  projects. He added that the accounts were still being 
received from the various units and compiled for publication. 

1.12. T ~ P  Cornmittec desired to be furn~shed with a note stating 
whether the foreign loans t a k ~ n  by Govt. had been util~sed properly 
and whether thrv were wrving the purpose for which the loans 
were utiliwd The information is still awa i td .  

1.13. Thc Committee referred to the fact that when a project was 
undertaken, nn aswssrnent was made as to what would be the 
foreign exchange that would he earned/saved on c.ompletrnn of the 
project. The Committee cnquircd whether any study hod hem 
made t o  dctcrn~inc how far thc Gov! h i d  savcd or earned foreign 
exchange os comprrmd w ~ t h  the cst~matcs nmic ;it the time of taking 
the loans for such projwts The Secretary, Ectrnomic Affairs stated 
that thty would tv to make such a study. 

1.14. The Committee dcsiri* thnt thc revicw sug:c*slt'd in pnra d 
of their -36th Rcpart (3rd Lok Slhha) indicntirtpl: how fnr the various 
projects financed from tht- f 1:cign lounh were ( a )  nlrcnd? remunrrit- 
t i w  ( h )  likely to hcwrtw rcmuniwitivc after wmc years. and ( r )  
likely to continue nnprodt~rtivc so ftw ns can he fore*wn, should he 
completed cnrly. They further c h i r e  thnt thi., review should also 
includc the rvsult.. of the \tudy ;r to how far tht* Government\ ex- 
pectations h a w  twtw re:tliscd it, rmpert of eirrninp~snving the foreign 
exchange RI I )  r e w l l  of comtnissiuning 4iwh projects. 

1 .Is. The agreements for the losns given by the International Bank 
for Reconstruction and Development provide that the Bank shall 
open a Loan Account on its books in the name of the borrower and 
shall credit to it the amount of the loan. The amount of the loan 
m a y  be withdrawn f r m  the Loan Account as provided in the 



agreement, but tbe borrower is liable to pay to the Bank a cornmi t- 
ment charge at t per cent per annum on the principal emount of 
the loan not withdrawn from time to time. The Conlmitment 
charge is payable from the day the agreement for the loan is made 
effective or from a date 80 days after the date of the agreement, 
whichever is earlier. (A loan agreement becomes effective when 
its execution and delivery have been duly authorised and nll other 
events specified in the agreement as conditions to its effectiveness 
have occurred). Dur~ng thc period 1M9-50 to 1963-64. Government 
of lndla pald commitment charges amountmg to Rs. 174 lakhs in 
respect of loans received by Government. 

1.16. Statements showing the commitment charges paid by Gov- 
ernment upto 196443 in respect of the loans received by Govcrn- 
mcnt, public undertakings and companies in the private sector are 
given in Appendix I1 (Stts. I, I1 & 111). 

1.17. The Committee enquired whether the Government had 
taken anv decision on the recommendation of the PAC (196465) 
made in para 19 of their 39th Report and whether it was not ptlssible 
to include a clause in the loan agreement that in case of non-drawn1 
of loans In accordance wi th  the presxibcd schedule, the extra cost, 
if any, to be borne by Government in raising the loan would have 
to be borne by the loanees. 

1 .l8. The representative of the Ministry of Finance stated that 
there had been no specific case of a loan that the World Bank was 
due to make which could be made directly to a private sector party 
and which the Government was taking over. He added that in this 
case, they would have to consult not only the private party but also 
the World Bank before coming to a conclusion. In the case of public 
sector undertakings, the Government was the borrower and the 
provision for the payment of commitment charges rested with the 
Government. 

1.19. The C. & A.G. pointed out that in the case of loans to  
private parties also the responsibility was that of the Government. 

1.20. The Secretary, Deptt. of Economic affairs stated that the 
point whether it was borne by the Government or by the private 
sector was not very material. The real point was that more com- 
mitment charges than necessary should not be incurred. But inhe- 
rently payment of a certain amount of commitment charges was 
unavoidable. Even if the drawal of the loan went perfectly accord- 



lng to the original echedule, some minimum commitment charges 
would still be incurred. But if the drawal took too long due to bad 
estimates, delays or a surrender was not made in time, then the 
commitment charges would become more than what might have 
been necessary. It was therefore important that projects receiving 
loans should as far as possible, be implemented according to sche- 
dule. 

1.21. The Committee asked if any part of the commitment chargcs 
could be avoided, the witness stated that In respect of Rs. I74 lakhs 
mentioned in the Audit para, he had examined and found that the 
commitment chargcs of Rs. 9.6 lakhs could have been avoided if 
they had not asked for extension of the drawals beyond the targeted 
date mentioned in the agreement. Annther s ~ m  of Rs 16.20 lakhs 
could have been saved if they had made surrenders in time. 

1.22. The Committee enquired whether it was not possible to 
surrender the money in time. The Scrctary,  Dcptt. of Econonxc 
Affairs stated "we must improve upon it". 

1.23. The Committee desired to bc furnished with a note analy- 
sing the total amount paid by the Government as commitment 
charges upto 1964-65 (including those paid by Public Undertakings 
and companies in the private sector). Thc note* furnished by the 
Ministry of Finance is at Appendix 111. 

1.24. In their note, the Ministry of Finance have stated that out 
of the total amount of Rs. 425.09 lakhs paid as commitment charges 
on the World Bank loans upto 1964-65, charges paid on account of 
extensions and cancellations amounted to Rs. 53.61 lakhs and Rs. 24.01 
lakhs respectively. 

1.S. The Committee feel concerned over the quantum of commit- 
ment charges (Rs. 425.09 lakhs) paid by Government to thp Interna- 
tional Bank for &econstruction and Development upto 1M-661 in r e -  
pact of the loans taken by the Government, Public Undertakings and 
companies in the private sector. The Committee note the Ministry's 
explanation that the bulk of the commitmeat charges were unavoid- 
able, as most of the 1.B.R.D. loans finance imports of capital plant and 
machinery which neam&Iy i n v o l e  long delivery periods, say two 
a three yeus, and thus even utilisation af loans according to the 
orfginal s c h e h h  and within the tarminal dates involves payment of 
-ibnant ehupes m r  a long period. All the same, the Commit- 
-- ----- -- - . . + - - -- -- - 

@Not vetted by Audit. 



tea dab that swrg effort should be made to miaimisa the conunit- 
memt cbuqc~ &at art avoidable, by utSLiration of the loans within 
tbe originrl time schedule and by  not embarking upon loan wm- 
ments for doubtful scbexna, involving the possibility of the cancel- 
lation of loan agreements later. Even la case of loans for capital 
equipment involving long delivery periad--mom realistic time sche- 
dule should be prepared taking into consideration the time factor etc. 

I.%. The Commitice alxu desire that an early decision should be 
taken on the suggestions made in para 19 of their 39th Report 
(1964-65) regarding the feasibility of the industries taking loans dir- 
ect from the Warld Bank on a guarantee of the Government, which 
would lessen the burden on Government. The Committee are not 
impressed by the araunlent that it does not matter whether the 
Covcrnmcnt or the private party pays the commitment charges. In 
the opinion of the Committee it very much mntters and therefore it 
should be ensured that in cases whcre the World Rank i\ not in a 

aovern- position to give loans direct to the industries concerned and <' 
ment have to step in as an intermediary. Government should make 
available the foreign loans received to the parties concerned on such 
terms and condi.ions as will not result in a loss to the public 
exchequer. This principle should be made applicable both in the 
case of public undertakings and companies in the private sector. 

Utilisation of Central assistance for State Plan Schemes-para 19, 
pp. 16--18. 

1.27. During the period of 3 years ending the 31st March, 1964, 
loans amounting to Rs. 865 worm and grants amounting to Rs. 287 
crores were given to State Governments as Central assistance for 
Centrally sponsored schemes and State Plan Schemes. According to 
a procedure introduced from 1958-59, three fourths of the estimated 
assistance for each financial year is advanced to the State Govern- 
ments in monthly instalments from May to January. These advan- 
ces are adjusted by 'provisional' payments of grants-in-aid and 
loans in March of each year, with reference to figures of actual ex- 
penditure for the first three quarters and the anticipated expenditure 
for the last quarter. The ptovisiolial payments are subject to Anal 
adjustment on the basis of actual expenditure reported by the State 
Guvemments in June of the following year. 



128. The financial ari.tmcs given by the Central Gmemmsnt 
relatm to (a) Centrally spantored orhema, and (b) 'Head of Deve- 
lopment' in the State PlZUl Schemes. In respect of the State Plan 
Schemes, the reporte received from State Governmentrs indicate the 
expenditure by 'HeaQ of Development' and not under the individual 
h e m s  comprised in each 'Head of Development'. 

1.29. The Public Accounts Committee (Thlrd Lok Sabha) 1963-64 
desired the Ministry of Finance to take vigorous steps to devise a 
method that would enable the Comptroller and Auditor General to 
exercise proper checks in regard to the Central assistance made avail- 
able to the States and to apprise Parliament of the results of these 
checks. Government have since issued instructions (October, 1964) 
to State Governments that with effect from the accounts of 1965-66. 
the Anal adjustment of Central assistance to State Governments 
for Plan Sherries would be on the bas~s of aud~ted figures of ex- 
penditure. 

1.30. There is no procedure at present for the supply of particu- 
lars to Audit regarding "approved Sthemes" under each "Head of 
Development" on which Central nssistancc IS j~lq.XWd to be utilised. 
I t  has been stated by the Ministry of Finance that the schemes in- 
cluded in the Stnte Plans an! drawn up within an agreed framework 
decided at the annual discussions with the Centre. The indrvidual 
schemes under each Plan Head of Development, do not, with some 
exceptions, require the prior approval of the Government of India. 
It is expected however that the State Governments concerned will 
furnish the respective Accountants General, a full list of schemes 
included by them in their Plans. 

1.31. According to Aud~t under thc es~stlng arrangements the 
financial assistance extended by the Government of India is not 
subject to any conditions in the following respects:- 

(i) The necessity for State Governments themselves taking 
steps to refund as soon as possible after the close of the 
year, the amounts of Central assistance drawn but not 
actually utilised during the year for expenditure on the 
approved schemes. (This .condition will avoid : large 
amounts remaining unspent with the Slate Governments, 
for the major part of the following year. At present any 
adjustment of unutilised amounts is left to be made by 
the Government of India only towards the close of the 



(ii) The necessity for obtaining the Government of India's 
sanction in the event of important maditlcations of the data 
or the considerations on which the schemes had been origi- 
nally approved. At present specific approval by the Centre 
is s t a t 4  to be given only for Irrigation and Power 
Schemes. In these cases at least, State Governments may 
be required to obtain the specific approval of the Govern- 
ment of India to revised estimates if they are more than 
100 per cent of the original estimates or if there has been 
con4derable modification in the targets expected to be 
achieved ~ . g .  area to be irrigated as compared with the 
estimates framed at the time of the approval of the 
schemes; and 

(iii) The need for maintenance of detailed departmental ac- 
counts of the expenditure in a form which would be 
susceptible of test-check by Audit. 

1.32. In particular, it is desirable, according Audit, that any 
special procedure fallowed in multi-purpose projects for making 
payments, submission and compilation of accounts and internal check 
should be subject to such directions as may be given by the Govern- 
ment of India. If this is done, it would facilitate effective financial 
control, and would give the Central Government an opportunity to 
offer advice regarding the steps to be taken to avoid unduly large 
arrears in the maintenance/internal check of project accounts. 

1.33. Cases where the Central assistance has been shown as utilis- 
ed after t h ~  release of the sanctioned amounts to autonomous bodies, 
cooperative institutions or other local bodies entrusted with the 
execution of the schemes, but the execution has been unduly delay- 
ed, or has not been taken at all, by those bodies may also be re- 
quired to be reported to the Government of India for formal approval 
and regularisation. 

1.34. The Committee enquired as to the reactions of the State Gov- 
ernments to the Finance Ministry circular issued in 1964 to the etEect 
that the latter would sanction further loans only on the basis of 
audited statements. The Secretary, Department of Co-ordination 

dated that as it would apply to assistance to be given in the year 
1065-66, the position would actually be known by the end of March, 
1966. He added that the Governments of Andhra Pradesh, Bihar, 
C u  jarat, Kerala, Madras, Maharashtra. Rajasthan, Uttar Pradesh and 
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West Bmgcal had d m d y  published tbe kind of siatement required 
tee, statement showing pmpr linking of the Budget Heads with tbe 
&ads of development. Replies from other states had not yet been 
r#xeivd. 

1.35. The Committee pointed out that at  present, the State uov- 
cnunents themselves did not take steps to refund as soon as possible, 
after the close of the ycar, the amounts of Ccn'ral a;sistancc d r a w l  
but not actually utilrscd. The Secretary, Co-ordination stated that 
f l  took tirnc for S a t c  C~overnrnerits to finally adlust thc:r accounts. 
All such st;~tcmcn:s showing how much they had actually spent under 
each sci~crne and the amount of refund due t(> thc Central Govern- 
rnc~lt wcrc rcceivcd in Srptcrnbrr and the adjustment took placc Cur- 
ing : h c ~  pcbricd d t c r  Scbptcmber and before March. That was pent- 
rul!y dune by nuking short payments to  them on the a.is~stanr.e for 
that ~~s r t i : u l r~ r  ycar. I lc .  added tha t  i t  would not bc a very feasible 
pro l~o :~ l l~un  to risk the  St;rt(r Govcrnmcnt; to refund b ~ r r u ~ c  t h y  
thrrns~lvrs would t:lkr this amount of Zimc bvlorrb they come to know 
how much thcy would h a w  lo refund. Actually from the s:a!cr:~rnt 
rclntirr~ to tho la t 3 years, I &  tr;tnspi~cd thnt  thc payr):ent; u.11 ch 
had to bc ~nndc  to thc Stittcs had been In escehs of the refunds. In 
thc ycar 1961-62, the rxcc:;srls to hc rcrovc:cJ from the State Gov- 
ernments wcrc Rs. 13% crores, whtlc the pnynwnts were Rs 3225 
crores. Ilc added that thc position regarding refunds differed from 
Stntc! to State. 

1.36. As rcgards the point mnde in the a u d ~ t  para thnt  !he sanction 
of the Chvcrnrncnt of I n c h  was not rcqu~red to bc obt:iined in tile 
event of important modifications of the data or thc considerations cn 
which the schrmc had bccn originally aprroved, the witness stated 
that even under existing instruction; thc Ststc Governmcnts were 
requ~red, in the cast of i~-rlg:iI on. flood control and power schcmcs 
to come to tha Planning Commission for approval where there was 
variation in cstimate.s. fie a d d 4  that there had been five cases in 
which the revised estimates had been reviewed and approved by the 
Advisory Committee cons~sting of the Planning Cornmission, repre- 
ecntntivcs of the M ~ n i s t r ~  of Finnnce and Central Water and Power 
Commission i.e.. Kosi, ~ h a m b a l .  Ranapratnp Sagv .  Kunda and Share- 
vati. In respect of the Nagnrjunasagar project, the revised estimates 
were under review. 

1.37. Asked about the need for maintenance of detailed depar t  
mental accounts of the expenditure in a form which would be  mu^. 
ceptible to  test check by Audit, the Secretary, C ~ r d i n a t i o n  stated 
that as far as he knew, the majority of multi-purpose projects had a 



Qeacid adviser attached to them end they followed the prescribed 
procedure regarding making payments and maintaining WCOunts. 

1.38. The C. & A. G. observed that the F A .  had proved complete  
ly ineffective in making the multi-purpose boards conform to a prin- 
ciple. Once the money was drawn by these bmlrds, which were 
supposed to be autonomous. there was no sy6:em or control by any- 
body so fa r  as payment, sanction, accounting etc. were concerrrcd. 
The Sezretary, Co-ordination stated that the Ministry would look 
into this matter in con,iultstion with the Auditor-Cencrnl. Thc Com- 
mittee pointed out that this referred not only to multi-purpose irri- 
gation schemes, but also to othcr centrally -assisted schemes. 

1.39. The C. & A. G. poin'cd nut that thc Stntc Cin*ernmcnts must 
bc required to folhw n pa--titular prorcdurc of maintaining accorlnts 
so that it could bc known whether thc State Govcrnmcnts had actu- 
ally spcnt the monw on thew :,chcmc.; out of thc  moncy drawn from 
the Central F~nance h l~n i . ; t~y .  Tho Scrrctnry, Co-ordinntion stated 
that with thc necessary link bctwccn the budye' and thc schcmc, 
which the  State Govcrnmcnts had bcen nskcd to fallow, this would 
facilitate the rhcck. Ile added that U.P. was nlrcndy following this 
method of accounts and replies were awaited from othcr States. 

1.40. The Committee enquired as to the proccdtrre followcd In 
getting the formal approval of the Ccntral Government for regulari- 
sation when Central as;istancc had heen shown ac utilised on 
schemes, after the release of the snnctioncd amounts to nuton~mous 
bodies, co-opcrative institutioris imd other local bodies entrusted 
with the execution of the schcmcs. but the execution of which had 
been unduly delayed or had not been taken up a t  all. The Srcrctary 
Co-ordina:ion stated that the Finance Ministry did not go into the  
actual details of the expenditure by the local bodies cntrusted with 
the exe a t ion  of the schemes, but under the new procedure brescrib- 
ed it had bcen mentioned that evcn this expenditure by the local 
bodies would be subject to  audit which would be necessary for mak- 
ing final adjustment. The Committee enquired how the Government 
of India satisfied themselves that the money advanced by State Gov- 
ernments to local bodies and other organisations out of the Central 
assistance was ultimately spent for the purpose for which it w a ~  
granted. 

1.41. The Secretary, Co-ordination replied that until now they 
could not know but under t he  new procedure prescribed there would 
be audit of the u t i l b t ion  of the money by the  local body or mgani- 
mation which received grants or loans from the State Government. 



The Comrnittec enquired wbat rrmutiny, if any, the Plnance 
try exerdsed in a cam such as the loan of Rs. 21 lakhs given to Bharat 
Sevak Samsj by the Andhra Pradesh Government for tbe canstnre- 
tion of buildings, The Secretary, Department of Economfc Mafn 
stated that it had k n  sanctioned by the Planning Commission an 
the administrative Ministry incharge of Bharat Sevak Samaj. A 
Rnanchl Adviser belonging to the Finance Ministry must have come 
into the picture. The Committc.~ enquired whether the  Planning 
Commlsrlon had the authority to sanction loans to State Govern- 
mrnts. Thr Serrctnry. Dcpartrncnt of  Eronomlc Aflairs stated that 
the Planning Commission had always been an administrative Min- 
istry for cw-t:iin purpasrs. Thc Sccrctary of the  Planning Commis- 
sion na a Sccrctnry to the Govc~rnmrnt of India was also competent 
to issuc ordcw on hehalf nT ihr. Prejidcnt and the Planning Com- 
mission was c ~ r n p ( ~ t ~ n t  t o  wnrtion loans t n  Statr Governments in 
regard to thc mbjcrts :tllocatcd to i t .  

1.42. The Cotnmittue tlote thnt purmant to their recommendation, 
Government hove i%fucd in\truction.; (October, 1964) to the State 
Covernmant~ that with effect from the nccoun ts of 1!%!!66. the final 
adjustment of Centrnl a\sistancc to State Cmvernments for plan 
scheme\ would be on the basis of the audifcd figures of expenditure. 
The Committee hope that cuch State Governmen! will publish a 
ntatcmcni of schcmcs included in its annual plan arranged under the 
beads of development indicating the provisions made for each scheme 
under the various budget heads of accounts and alw furnish the re- 
quisitc data to the Accountant General concerned to enable him to 
check that the plants were actunlly spent for the purpose intended 
and dho ccunornicnlly. The Cnmmit:ec de4re that the s y ~ t c m  should 
be kept undrr rcvitw by the Minhtry of Finance in consl~lhtion with 
the Comptroller and Auditor-General with a view to effecting im- 
provomcnts nnd 'making the control of the Central Government over 
tbe utilisation of the alssisiancc cffcctive. The Committee wodd 
watch the results through future audit reports. 

1.43. The Committee also suggest that the Ministry should discuss 
with the Comptroller and Auditor General about the other l a c ~ ~ n a e  
pointed out by Audit in this regard and send a Report to the Com- 
mittee. 

1.44. During evidence the Committte's attention was drawn to two 
instances of under-utilisation of Central assistance reported in the 
Audit Report of Uttar Pradesh, 1965 and a memorandum submitted 
by the Madhya Pradesh Government to the State Public Accounta 
Commfttee. In the latter case a wrong utilisation c e r t h t e  ww 



issued by the State Government in order to receive the necessarf 
assistance. The Committee enquired whether there was any system 
fir' the Finance Wrllatrg to examine the Audit Reports of State Gov- 
ernments and the Rcpotts of the Public Accounts Committee t h e r e  
on. The Secretary, Department of Economic Affairs replied in t h e  
negative but added that henceforward they would organise a study 
of these reporb. The Committee desire that such a study should be 
d r t a k e n  by the Ministry on a regular basis. Thiw would cnnldc 
the Ministry to know whether the grants/loan. given by the Cenlrs 
b the State Governments for specific schemes were being proparly 
utilised for the intended purposc. This will also be helpful in wntch- 
ing the actual utilisalion of Central as4stancc ntd  applying the cor- 
rectives where necessary. 

India Government Mint. Romhtay. 

Extra expenditure-pages 196-97. Sertion X L I  
mmcial) , 1965. 

1.45. Thc Mint Master, Bornbay, invited 
1960 for two "Bright Annealing Furnaces" 
Generator". Out of three tenders received, t 

Audit Report (Coin- 

tenders in Nov~mber, 
and one "Atmosphcre 
he lowest quotation of 

Rs. 2,83,156 was accepted by the Mint Master in Janunry. 1962 sub- 
ject to certain conditions one of which was that payment would be 
made in full on receipt o f  the goods in sa.tisfactory working condi- 
tion. The delay of ovcr one year in taking this decicion was due, 
it is stated. to protracted correspondence with the  tcndcring drms 
regarding the forchlgn exchance romponent for the machincry. Even 
then, the purchase could not br final~sed as the firm pressed for 90 
per cent payment on proof of despatch, as was the practice in the  
case of contracts placed by the D. G. S. & D. Before the Anal deci- 
sion was taken the Ministry of Finance issued orders (March, 1962) 
that purchases costing more than Rs. 5,000 should be routed through 
the D. G. S. & D. A fresh indent was then sent by the Mint Master 
to the D. G. S. & D. who called for tenders in August, 1962 and plat:- 
td an order with the same Arm in February, 1963 at a cost of 
Rs. 2,99,023. 

1.46. The administrative and other delays in this case resulted in 
an extra expenditure of Rs. 15,867 computed with reference to the 
original quotation received by the Mint Master. 

1.47. The Committee enquired as to the present position about the 
receipt of the furnaces and the reasons for the delay in getting them. 
The Additional Secretary, Economic Affairs Department stated that a 



lot of time wm spent due to administrative dalay~~ fn trgfng to 
save the fareign exchange content. 

1.48. In reply to a question, the witnc~s/stnkd that r prrt of tb 
machinery had been received. He added that the last extension 
given by the D.G.S. & D. was upto 31st December, 1965. 

1.49. The Committee pointed out that it was a small order costing 
about Rs. 3 lakhs, which was placed in February, 1963 and had still 
not been fulfilled. The witncss statcd that the delivery period war 
15 months and admitted that it was a bad case of delav. 

I.W. Tbe Committee regret to observe that in this ease an eftra 
expenditure of Rs. 15,867 had to bc incurred in the purchase of two 
"Bright Annealing Furnaces" and one "Afmosphere Generotor" due 
to administrative and other delays in placing orders after calling for 
tenders in November, 1960. What is more, supplies have not yet 
barn completed after a lapse of more than three years of placing tbe 
order by the Director General, Supplies and Diuposalq. Thm, apart 
from incurring extra expenditure, the machinery required in 1960 
have not yet beon installed after a lapse of about six years. Tbs 
Committse very much regret such long delays in the execution ot 
m a l l  orders. They desire that the mnlter should bc vigorously 
pursued with the Dirccior General, Supplies and Disposals. 

Loss-para 62, page 18 1 : Audit Report (Civil) ,  1965. 

1-51. A District Organiser of the National Savings Organisation, 
West Bengal, is alleged to have misappropriated investors' money 
amounting to about Rs. 19,965 during the period from April, 1960 to 
March, 1963. The loss came to light in March, 1963, when a com- 
plaint was made to the Organisation by the Central Excise Depart- 
ment. 

1.52. The District Organiser concerned was suspended from the 
9th April, 1963 and n charge sheet is reported to have been filed by 
the Police against the District Organiser. 

1.63. The Committee enquired whether the accounts of t\e organi- 
sation were not subject to periodical internal check and if so, why 
the misappropristion wtas not detected earlier. The representative 
of the Ministry of Finance (Department of Eronomic Affairs) stated 
that in this case, there was a failure on the part of the Regional Dir- 
ector as well as the Assistant Regional Directors who should have 
scrutinised the receipt books to see how the collections made had 
been withheld. He added that so far as the monetary liability war 
concerned, the District Organiser was totally responsible and he 
was being prosecuted. 



1 s  Tbe C-ittes fd eoarsrnsd to flnd thrt tbe mlswppm 
)rtt ion of the bdm' money wru eoarttnued by the District 0- 
niaor concerned over 8 pttiod d tbrea y-m without Wng detsctad. 
Tbe Cornmitt- desb that tbs system should be cxamfntd with 
view to d n g  it foolproaf. They hope ?'hat necessary measurea 
have been token to tigbtcn up supervision in order to prevent ncurc 
renee of such mses. The Committee would like to know the out- 
coma of the prosecution launched against the District O r g a r .  

Finance Accounts, 1963-64 

GuatanteeQ given to State Bank of India-Page 44, Item ( iv ) .  
1.55. A guarantee in respect of each credit arrangcmcnt to the 

extent of Rs. 95 lakhs obtained by M/s. Richardson and Gruddlls Ltd. 
from the State Bank of Indla on the basis of promissory note has 
been given by Government of India. 

The Secretary (Revenue and Insurance) stated that he had occa- 
sion to deal with M/s. Richardson & Gruddas Ltd. and added: "On 
account of a large number of shares having been forged by Shri 
Mundhra, the company was taken over and run under the direct 
administration of the Calcutta High Court, who appointed an 
administrator. He found that the shares were of no use to him in 
offering as security in the usual way for getting loans because it was 
not certain which of the shares were forged and which were gcnu- 
ine." M/s. Richardson & Gruddas Ltd. also wanted to expand their 
business, to go in for more capital etc. Pendlng that they asked 
Government to help them with the guarantee. Because it  was in 
the hands of an Administrator appointed by the High Court, the Gov- 
ernment agreed to give the guarantee. The Director (Banking) ex- 
plaining further stated that it was decided that for continuing em- 
ployment and maintaining production the best thing would be that 
the old guarantors should be discharged and the State Bank of India 
should be given a guarantee by the President in order to enable 
them to advance a new overdraft amount of Rs. 95 lakhs needed by 
the company. Actually, on 4th September 1959 a tripartite agree- 
ment was entered into, between the President, the State Bank of 
India and M/s. Richardson & Gruddas Ltd. He added that the inter- 
ests of Government were protected by the conditions included in the 
agreement that the Bank was prevented from releasing any securi- 
ties charged to it on account of this loan without the consent of the  
President of India and the Government could revoke the guarantee 
a t  any time. 

1.56. The Committee pointed out that if the assets were more than 
the amount to be paid under the guarantee and no risks wzre involv- 



* ~ ~ k , B u n L t o i I ~ w r n r k l ~ h o v a u l c a d t h a ~ t t o  
gumntss. Th8 Mrrcror (Banking) rrtrted that it wa8 mot0 ra oa 
insunnce providing for the coatinuance of the wmpany Ea good 
hrnds and under Govc~~~nrnt  raanagematf The Secretary E c o n d c  
ARIirn rtalad that in mm9 other cirmmstance~ too a guarantee W88 
ukld not becaw the asmets by themeelves were i d c i e n t  but 
something mare thnn the euuds were W e d  by way of abuxidant 
p~o~cautjan. 

1.67. The Committee enquired how could the Government be 
certatn that good menupment would be allowed to confinuc and the 
Hjgh Court would not pass another order. The Seretary. Economic 
M a i m  stated that if the Hi& Court passed an urdcr changing the 
management to mrnebdy else, "that somebody else would be equally 
bound by the tripartite agreement." 

1.58. The Committee observed that thc Covcrnment did not have 
either a financial Interest or controlling power at the time they gave 
the bank guarantee. The Sc?cret.ary, Eccmornic Affairs agreed. 

1.59, The Cummlttcc painted out that if after realuation of the 
security, thmc was e dcfirit of h. 50 lakhs. Government would have 
no remedy The Seiwtar?;. Economic Affatrs s t a t 4  that if at  any 
time it was found that thc assets t h r m s e l v ~  wwc in-sufficient, then 
the mnrginal risk was nlwnys inhercnt in it Thc Dirtactor (Banking) 
addcd that so long as the po~ition wns that the total security was 
more than the parnntcwd amount, the Government was protected. 
Asked what would happen if the amount reslisrd from the assets was 
less than Rs. 95 Inkhs, the Secretary, Economic AfTnirs stated that 
their judgement in the circumstmces was that the risk was small. 

1.60. In reply to a question, the Director (Banking) informed the 
Commrttee that by a separate agreement MIS. Richardson Gruddas 
had committed itself to the position that if ~ovt*r&enl discharged 
the State Bank of India, i t  would be entitled, as against the com- 
pany, to all the rights which the Bank had. He added thai the gum- 
mtee for Ru. 95 lakhs still stood and h e  management of the com- 
pany waa in the hands of the Court nominee. 

1.61. Tbe Csmmlttec desire that apart from the conditions inclnd- 
ed tn the trlphttite agreement with %be State Bank of India and M 1s. 
R i c h a r d ~ ~ ~  & Gruddas Ltd. for protecting tb interests d Govern- 
ment, the Ministry should revtss* w b t t k  m y  farther m u s u n  are 
n ~ s r r t y  to have controWng power in tbe management af tbe Cam- 
prrny to safe-guard the fbnci.1 interests of Govemmtnt. The Can- 
dttac w dso ol tbc dew that a clear stipulatbn sbarrfd be made in 



1-62 A statement showing the particulars of guarantees given for 
'he repayment af principal and intercat to the State Bank of India 

wspect of cash credit facility, l e t t e ~  of authority etc. given by 
the Bank of Government Companie during the period 1957-64 b 
given in Appendlx IV. 

1.63. The Commit!ee desired to know on what principlrs Govwn- 
ment had parantccJ  cash crrdit fac ilitics to public sector compnnics. 
The Secretary. Department of Ecunamic Nfrtirs stated that w ~ t h  a 
view to  mtroduc~ng nnrmsl cmurnsttlnccs as qu~ckly as pssibie, the 
pub1 c sector companies were encouraged to tnkv rush crcdtts f m n  
the banks, so:nct,rne; a l i t t l r  bcfxc  they went into production. They 
wcre exprctcd to bc cumplctely self-sufliclerit as time wrnt on and 
the positilm would !x. rtlachtd whcn on the hypothccation of their 
assets they would gt-t nrcomnwdntlon from the banks. During the 
intervening period thc banks may not lend without addition:ll 
guarantee of C;ovcnzrnent These guarantees werc to I t .  progressi- 
vely with-drawn as and when the public sector corporntions w i m  
able to stand on thew own feet. He added that the guarontecs had 
to be given because govcrnmcmt were the owners. 

1.64 Askd whether the guarantee had been withdrnwr in any 
ca.se, the D~rcclor (Banking) strr!cd that in the case of N.U.D.C., 
I.T.I., Hharat Heavy Electrlcals wh ch stated production of their 
Tiruchi Unit and the Fcrtll~scr Corpora tlon, Govrrnrncnt llnd been 
able to persuade the State Bank to lend r;ubstarrt~al sums without 
the President's guarantees. Old guarantees wcre being retired one 
by one, most of whlch werc only for 6 months except for agricultural 
purposes. 

1.65. In reply to a question, the witness informed the Corn~nittee 
that 4 or 5 months hack, the total outstandings to all public sector 
pmescts, mostly guaranteed by Government was about Rs. 77 or  
78 cmres. 

1-66. The Committee appreciate the position explained by the See- 
retug, Department of Economic Affairs that in the case of Public 
!hctor companies, the guarantees given by the Government would be 
propsssivdy withdrawn as and when those companies went into 
production and werc able to stand on their own feet. The Commit- 
be would liLs tbe Government to adequately safeguard the dnancid 
inbrat. when &ty decide to give guarantees to private bodies, co 
-titre oOriaticr etc. 



.oucltaniar given to the Btnnboy h FinmuW C w  is ma- 
pect of loan given by it to a private individual 6, April 1960- 
page 45. 

1.67. An individual has purcbsed an evacuee property known aa 
Ahmed Mills at Ambarruth and has mortgaged i t  to the Government 
of Indts along with certain other propcrty situated at Ambarnath. 
Thc Bombay State! Fmancial Corporation has agreed to advance to 
the ind~vidual a loan of Rs. 7 lakhs with interest at 6476 per nnnum 
for running the Mills on the securlty a1 a second mortgage of the 
property. The flrst mortgage is in favour of the Government of India 
in respect of Ra. 48,11,000 due to the Government from the indivi- 
dual. The entire loon of Rs. 7 lakhs has been guaranteed by the 
Government of India. 

1.68. Thc Committee required what was the nmount realised 
from the individunl since the prcscntntion of their 36th Report (19% 
65), in which the Committee had dealt with this case (vide para 26). 
Thc Chief Scttlcmcnt Commissioner stated that as rcgards the 
amount of Rs. 7 lnkhs out of which Rs. 5 lakhs were actually d:&ur- 
eed to the party by the Bombay S!atc Financial Corporation, the 
total nmount that now rcmaincd ~ 3 3  Rs. 1,60,000. The party paid 
Ro. 3,39,900 1111 now. As rcgnrds the amount due to the Mlnistry 
from thc party, thcb witness stated that the total amount to be re- 
covered from him was Rs. 68,11,000, out of which Rs. 20 lakhs was 
paid in the form of claims in rcspcct of properties left in Pakistan. 
The remaining amount of Rs. 48,11,000 was to be paid by him in in- 
stalmcnts of Rs. 4,81,100 each plus interest w.e.f. 20-10-61. Upto 
20-10-65, he was to clear 5 instalments but he had cleared only 3 and 
hc was in arrears of the 4th and 5th instalments which fell due on 
20-10-64 and 20-10-65. This included intercst at 44?, and the total 
amount was Rs. 10,40,860. He added that since the last meeting of 
the P.A.C. the party hnd paid only Rs. 1.50.000. 

1.6D Referring to a note furnished by the Ministry of Rehabilita- 
tion in January 1966, the Committee pointed out that they recom- 
mended last year that in case of extension of time, the palty should 
be charged markct rntc of intercst; otherwise the amount should be 
recovered forthwith, but the Ministry had proposed to revise the rate 
of interest from 44% to 749L to bring it in conformity with the present 
market rate and to give him a rebate of 2% on prompt payment and 
to  charge n penal rate of 9iy0 in the event of default. The witness 
stated that the party had sent a representation as regards the dillicul, 
ties faced by the wool industry, which was referred to the Com- 
merce and Industry Ministry. The Textile Commksioner had made 
r recommendation that the amount be recovered in 10 fnstalmcnt.. 



1.70. The Committee enquired why the Ministry waa, not charging 
market rate of interest, The witness agreed that the party should 
not be given any rebate and promised to revise his note to the Fie 
ance hlinist ry accordingly. 

1.71. The Cornmitt- are surprised that even inspite of their pred- 
oua recommendation, the Rehabilitation Ministry proposed ihe effec- 
tive rate of interegt of 51 per cent when the market rate was mom 
than 74 per cent. This indicates that no proper thought was givcn 
to this problem and the Committee's recommendation was not consi- 
dered seriously. The Commiitee desire that no undue concession 
should be given to the individual in the repayment of the loan which 
is overdue. The Committee rcitcratc their rccommendationrr made 
in para 26 of the 36th Report, (1964-65) in this regard and desire that 

early decision should be taken in the matter. 

Irregular grant of depuration a1lo;omce to an oflicer-Appendix f-pqgcr 
184- I 85, Audit Report (civil), I 965 

Sub-para ( a )  : 

1-72 A senior Research Officer of the The Planning Commission have 
stated (Oaober, I 964) that t h q  
arc of the view that the physical 
transfer of an officer from one 
department to another is not an 
esqential condition for the grant 
of de~utation allowance and there 
is nd bar to such ellowance 
being sanctioned to ofliars ap- 
pointed as a temporary arrange- 
ment to posts outside the regu- 
lar line, and in the public interest 
in the samc department. 

Planning Commission who was 
drawing a pay of Rs. 860 p.m. 
in the scale of Rs. 700-px roo- 
50/2-1250 and working in the 
Rural Industries Planning Com- 
mittee of the Commission was 
appointed to the post of Assis- 
tant Secretary of the Committee 
crcated in the scale of Rs. 933- 
50-1250. The orders for the 
creation of the post and the Rc- 
search Officer's appointment were 
issued on the 27th April, 1963 
but were given retrospective cffcn 
from the 28th June, 1962. In 
addition, the officer was treated 
as on 'deputation' from his regu- 
lar line and he was allowed to 
draw a deputation allowance of 
20 per cent from 28th June, 
1962, over and above his pay in 
the Research Officer's scale, even 
though the new post did not in- 
volve any deputation outside the 
Planning Commission's Organisa- 
tion. He thus drew Rs. 1,032 
per month against Rs. 900 which 
be would have drawn under the 
normal operation of the nrlcr. 



1.73. The Cornmittce etlqutreti urtdcs what clrcumstancvs retruii- 
plict~ve cffcet was given tu thc ordcr for the creat1.m of thv post. 
The Swre:ary, kJlatmrng C'otr~rn~t,.,on statckd that In t hc  c ~ t  ~ r i  this 
parttculur ;~pjxt.n:rncl;t, the r4ict.r c o ; ~ . :  nf d had actually been do- 
mi; thv w r k  of tnt* Asstt .%*~.r~tary uf  the Rural 1ntlustrlc.s Plau- 
ning Cunlm~ttcu. from Junt*, 1962. Only the sanction for t h e  parpose 
wirs ~ u c d  cm 27th April, 1963. 

1.74 I n  rc*ply to (r quustron. thv witnc s inforrwd the Comm:llet. 
that  R I  P.C was appcmlcd on 18th Apr11. 1962, 3rd at  that time 
only the post of u Mcnibcr-Scrrctury was silnctlolwd. Thc Cornm~t- 
tee cnquircd as to the preablnr: rcblisuns for apptim:rtlg the R.O. as 
hsfotnnt-Schcrc.tary whcn the Comm~ttee had hardly funct~oned for 
2 months. The witness stated that thrb H I .PC had underttaktm a 
largc* progrunme in ttw ru~:!l ~ndus t r l i *~  field and 11 required S c r e -  
t a r ~ a l  asstetonce for keeping ml:lutes, arranging mc cAt!ngs etc which 
dutica, w c r ~  not pr fo :  rwd 1)) n Hesearch O%ct=r One of the Jomt 
Secrctarir*~ i n  thc ofkc* of t h r  Plnnning Comnwwon was t he  Mern- 
bcrSccretsry of the R.I.P.C., and he made out 8 case for the appoint- 
ment of at1 Assistant Scwetary 

1.75 The Srwetary, Plann~ng Commission rxplaining further 
stated that  thc c ~ r l l ~ . t  reference to the question of appmnting an 
Assistant Secrt~tary was on 23rd October, 1962, in a note prepared by 
the Mcmbcr-Sccrtttsrry of the  H.I.P.C. There was some discus- 
sion between the Finanrc Ministry and the Planning Com- 
mission. In a note dated the 30-11-62 by the Joint Secretary-in- 
Charge of Adminlstratlorl ~t was suggested that "one Amtt. Secretary 
is  S.R.O's. scale plus specla1 pay of R9. 100, one R.O., two Grade I 
Investigators, etc. shauld suffice for the present". Finance Ministry 
pointed out in their note dated 21-3-1963 tha t  creation of a post 
on s . R . 0 ' ~ .  scale plus a special pay of Rs. ;A was not correct. 
There was an exchange of notings on this and flna3y it was decided 
In the Planning Commission':; note dated 29th M a d ,  1963 that 



"we should under our own powers crop& r post of Asaistrnt Secrt 
tary ID the scale of Ra 900--1= and appoint Shri.. . . . . . . . . . . . - 
to t b  past m consultation with the U.P.SC.". The witness added 
that the creation of the post was within the powers of the Corn- 
&ion as those powers were delegated by the Ministry of Finance 
to all the M~nistrtes. The Secretary, Department of Expenditure 
explained that on 31-5-1962 an order was issucd delegating to the 
Mintstrics the power to create posts up to a ccrtain range i.e. below 
k 2,250 prov~dtd  they had the budget provision. Subscqueatly 
tills power wns withdrawn, but at  that po nt of time, Ministries hkd 
the pr wer t o  r rmtc  p ~ t s  nn this scalc. 

1.76. The Comrnit:ce enqulred whether under Rulc 42 of G.F.Ra 
the Plannmg Cammiswon could create the post rctnxspeclively 
without the  concurrenm of the Firlrrncc Ministry and against the 
express vlews of the Rnancc Ministry 

177. The Secretary, Department of Expend~ture stated that if 
the Ahninistrntive Ministry made a note of the vcry spwinl circum- 
stance;. then the need tor obtaining the previous consent of the 
F1nnnc.e M n~s t rg  for gi \?~ng rcfrospectivc effcct would not arise. 
Rut  thrrr  had to be a c ~ r t ~ f i c ? t c  with regard to the very special 
circtlmst anccs. 

1.78. The Comm~ttee enqu~rc.d what wcDrc the special circum- 
stances in th:s case. Thc rcprtwntntivca of the Planning Commis- 
sion stated that the powers to c reak  posts wcrc not rcs'rictrd in 
any way. He added that the norrnal practice was that when posts 
were created with retrospective cffcct it was understood that the 
competent authority had applied his mind. The witness added that 
thcre w3s nn rulc to the effcct that the compctcnt authority was 
not authoriscd to create the post rctrosprctivcly. Mc slntetl that 
Rule 4?, of G.F.Rs. rcquired that sanctions creat'ng temporwy p a t s  
should specify the date from which the post was created and there 
was nothing prohibiting the authority from creating the post from 
any particular date. The Committee pointed out that unlei;.: the  
power was given to the authority to create a post retrorrpcct~vely, 
that power could not be exercised retrospectively. The represen- 
tative of the Planning Commission stated it was a matter of inter- 
pretation The Secretary, Department of Expenditure stated: 
"there will have to be a recording of the very special circumstancor 
and that perhaps cannot be dispensed withw. 

179. The Camptroller C Auditor General pointed out that azcoddr 
ing to a note dated 2&1%1962 recorded in the Planning C o m m h h ,  



tbt Mt. Scmdiuy was not functimtng wen till November, 1- 
The representative of the Phmbg Commission stated that the fact 
that the oiRccr wan working in that capacity could not bc diu~uted  
because the Mcmbcr-Secretary of R.I.P.C. had given a certificate to 
the effect that the ofllcer had been looking after the work of R.I.P.C. 
from 28th June, 1962. Thc case passed through the Joint Stwc'ary 
and was shown to thc Dcputy Cha'rman. The attention of :he 
Dcputy Chairman was spcriflcally drawn to this statement and his 
orders wcrc takcn on 11-4-1963 that the creation of the pcs! should 
be with r c t r r ~ p ~ c t i v t  effect. 

1.81. Thc Commi'tcc cnqulrcd whc~thcr UI'.S.C was infurrncd 
that thc P1ann:ng C i ~ r n m m  on p rqxwt l  to appoint thic o13:~at- with 
rctrcrspcctivc cfT~ct froln Jun<~. 1963,. Thr Sccrctxy, Planr 'n?;  C\)rn- 
mission stated thnt In n 1ctrc.r t f )  thca U.P.S.C. it was rcy~;ei;tsJ to 
agrw to tlw r~d hrrc nrrangcmrnt mitdc. TIC oddcd that the U P  S.C. 
advcrtis~d thv pwl, intcwiclwid a nun~tm of candidates and finally 
sclrctcd thr ~ncumbcnt 

1.82. The Cotnmittcc enquired whether it was the prxticc in  
Govcrnnwnt ctrpartmmts to give deputation allowance to any per- 
son working in the same 3cp:wtnwnt. The Sccret~nv, Plalming 
Commission replied in the nmrmativc and stated that d~p~atrition 
allowance was gwcn if it urns a post of higher responsibility and 
not a post in the regular line of promotion. In this caw the post 
at Asstt. Sccrctnry wa3 not in the regular line of promotion of 
RO's. or S.R.O's. He added that it had been done in a n:tmlwr d 
other cases. 

1.83. The Committee enquired as to who sanctioned the deputa- 
tion allowance and at what level. The witness stated that the orders 
worn imed wlth the approval of Ole then Additional Secretary ut 



&c P h n b g  Comrnidm and after getting the orders of the Deputy 
Cbrinrrrrn of the Planning Commission. 

LSd Committee us not happy over giving of nttospectiwl 
d k c t  to fitbe order of creation of the post of Assistant Secmtary in 
&is case. They f e d  that this is a case where the power dolegatair 
to the Planning Commission to make appaintment. was not u s 4  with 
due circumspection '!'he Commi :tee doubt whether under thc exist- 
ing rule it is fcasihle at all to crentc n pout rctrospcctivcly. They 
find it dirncult to appreciate the view of 'hc Planning Commission 
that under the rules there w ~ c  nothing prohibiting the compctcnt 
authority from creating a post ret~l;pcrtivclp. According to the 
nliniqtrp of Finanrc in such a case thcrc should he same special eir- 
cumstai~ccs justifying the crcatinn of a post retrospectively. The 
Committee are not convinced that thcrc were any spccinf circum- 
stances for creating the post of the Awis.nnt Serrctnrp by the Plan- 
ning Commission rctrospcc'ivcly. All the ~ n m r ,  thc Conmitteo 
desire that this point rcenrding :he ieasihility nnd drdrnbility of 
creating posts retrospectively should bc ernminrd by thc h1inir;trics 
of Home Affairs and Finance and clear instrurtions should be issued, 

1.85. The Committee? uadcrctand that the financial nrles prescribe 
(hot retrovpcctive effect to revision of pny or grnnt of conccssiun to  
Govcrnmcnt servants should not he given wifhout the previouv con- 
sent of the Finance MinLtry. Thcrefore, in view of the fact that 
creation of the post retrospcr:ivcly involves revision of the officer's 
pay rcirospectivclg, thi* question of giving conceo4on to the officer 
retrospcc:ivcly should have !he prior approval of thc Finance Minis- 
try. It  is regrettable that this was not done in this case. 

1.86. Another poin: requiring examination is how far it is juatifia- 
ble to pay deputation allowance to oficers working in the same de- 
partment when they are  posted in ex-radre posh. The Cumnaittec 
wen infonncd during evidence that this practice has been followed 
in a number of c a w .  The Committee have a feeling :hat this prnc- 
tke  of posting ofliicers in ex-cadre posts in the same Department and 
paying tbem deputation allowance is not a healthy one, and should 
be avoided as far as possible. 

Sub-para (b) 

1.87. An Odicer of the Central Secretariat was holding the pat 
of Private Secretary to a Minister in the scale of Rs. 900-50-1.250. 
He was appointed in January. 1980 to hold additional charge of the 



ex-cadre post of the D i m  Ln the Plonaing Camnrtraoa . * i n t h e  
scale of Ib. 1 , 1 0 0 - 5 0 - 1 ~ 1 ~  with effect from the 2rw 
November, 19s. For holdmg the additional charge, the officer war 
anct~oned aubbequently in March, 1960, a specid pay of Rs. 125 
p.m. from the 2nd November, 1959. The Ministry of Finance to 
whom the caw was referred in Dcrcctmbcr, 1961 for the further 
continuance of the special pay wanted information to examine 
whether there was any necessity of continumg thc additional charga 
for aver two yc3ifs. Instcad of rcfcrring the case back to the Minub 
try of  Finnnec~, the officer wna sanctlanrd a deputation (duty) 
allowance at  20 per cmt. uf his grade pay with effect frctm 4th May, 
1961 in  t,upr*~cssion. from that date, of their carlicr orders g~drrting 
him a spccizd pay of Rs. 125 p.m. The grant of deputatxm allnw- 
nnce was objrcli~d to In sudit as thr off~uer was holding the post 
of Private Scctvlury as tlrc primary post and thc post of IArector 
wos held in ud.!ttion to his own duties. The Commisswn then issued 
a fresh order ~n July '(362 reversing the cnrlicr arrangcmt3nt and 
appointing him lo t h ~  post of Director with retrospect~ve effect from 
4th May, 1961; . ~ n d  from that datc he was t r c a t ~ d  os h n l d i n ~  addi- 
tional chnrgc. of the post of Private Secretary to the M ~ n ~ c t ? r .  

1.88. The action of the C mmission to pay deputation cllowance 
to the ofRccr )3y rcvcrsrng the orders of his appointment relrnspec- 
tivcly nnd t h  pn\.rr,cbnt of dcptat ion allowance to him notuvith- 
atnndrng thc fict that both thc posts wcre in the same Department, 
1acki.d jusl i l~cnl~on t;rcord!ng to Audit. The extra cxpe~d i l  ure to 
Cuvcrn~~rcnt on depu!ation allowance d r ~ w n  by the Oficer anlounted 
to Rs. 240 p . ~ .  from 4-5-3961 tn 31-3-t9fi2 and Rs. 250 p.m. therc*:rfter. 

1.89. It was stated (December. 1964) that from the beginning of 
the Third Plnn thcrc has btacn rnpld espansion of the pro:;r,tmme 
of Pub l~c  Co-opcmt ion and t hrs mrrc3,iseci the work and rthsponsi- 
bi1:ty of thc Dm*ctor. Publ~c  Co-operation, who besides formul:~i;ng 
the schemes \vas nlso requ:rcd to t a k ~  rr9ponsib:lity f,lr gudng 
such schcmcc: itnd lheir implementation. There was, therefore, a 
&if: in t hr  cmccr's princ!n;~l charge from the post of P r i v ~ t e  Secre- 
tary to hlinirtitr to that of the Director. I t  has also bccn added 
that no signifiranre i s  to be attached to the orders issued, by revers- 
ing thc o r d m  of thc ofRccr's charges retrospcctlvely from 4th May, 
1981 bcyond thc fact that this had to be done In order to brwg this 
case within thc  four corners of the orders under which the c,Mcer 
had opted to d ~ n w  deputation (duty) allowance. 

1.90. Asked whether the post of Director and the post of P.S. 
were full-time jobs or nart-time jobs, the Secretary, Planning Corn- 



thisslon stated that both were W-time jobs but in the tnitial s t a g 4  
It was thought tbat dne petson could hold both the charges. The 
representathe of thcl Planning Cammlssion explaining furlhc.r stated 
that upto a certain paint of time, the individual's primary charge 
was that of 3 P.S. and h s  subsidiary charge was that of Diwcttrr of 
Public Co-aperatinn. When the programme of public co-opwation 
was gather it?^ momentum, with the concurrence of the Ministr;er 
of Finance and Home Affairs, he was given a spednl pap which 
continued vpto the beg~nning of the Third Plan. when public w- 
operat'on bccarrie his principal charge. 

1 !)I The w~tncss  statetl that when the F~nance  Ministry objei*tcd, 
the case was ref~,rrcd back ti) them and the approval of the Finance 
Mlnlsttr himself was obtained on 6-5-1962 to the retention of ;I full- 
time po;t of D rt.c!or P l r b ! ~  Co-operation. When these orders were 
gwen effect to. the otficw t~'r7wd to draw the spc i a l  pay and hecame 
entitled to the deputatwn allowance which worked out to be I;oine- 
what more than the specla1 pay he was getting previously The 
w~tness  added that the post of Director was in existence sincc 1959, 
but the pcrson who was put In charge was holding a subsidiary 
charge The F ~ n n n w  Ministry's approval was to the continuance of 
the post on a full-time basis. 

1.92. The Cr.mmittct. nl;kcd whcthcr the objection of the Flr~ance 
Ministry way !n the continuancc of the post or to t h ~  ofllccr holding 
two chargw. ' f i n  Sccrctnry, Planninz Cnmmission stated that the 
Finance Mlnis:r-y did not spccificnllv objcct to the appointment of 
this nfficer, but their general impression was that the post of the 
Director was not required as it had been held as addltionel chmge 
hy thp individual for two years 

1.33. The Committee note that the omcer concerned was allowed 
io continue to hold two charge$ viz., Private Secretary to the Minister 
for Planning and Director of Puhlic Co-operafion for several years 
on one ground or the other. Thk enahled the officer to have the 
bcneflt of a special pay in the first instance and deputation allow- 
ance at higber rates later. Even the primary charge and the addi- 
t&nd charge held by the offtcer wm inter-changed. It was d e p o d  
before *be Committee thrt both the charger, were fidbtime paatr. B t ~ t  
at tbe same time the otficer concerned continued to hold both the 
charges. The Committet ftnd it difRcrrlt to reconcile this r m a t r ) ~ ~  
p ~ ~ W o n .  If b t b  the charges wem full-time pmts, the h m i t f e c t  fall 
to, understand how the public interest was served by putfin% them 
under the charge of the same officer. J f  on the other hand #a post of 
Director of Public Co-operation did not justify the appointment of a 
467 (Aii) LS-3. t . 



134. Tbe Committee dm find that some procedural qmt iom am 
Qvolvsd in this cus, viz. 

(a) whether tt p s  juatiAnblc to gram deputation allowaam 
when the oalcer hdtt only the addMona1 charge of the c t  
cadre post; 

(b) whether it wms not nnus~ul that an alRcer of a -la* 
coalititutcd rervice ohodd hold tho full c h u m  of another 
ex-cadre post but hold tbe additional charge of his reguhr 
pert* 

The Commlttue suggest that these issues should bc determined by 
tbe Mlniatry of Finance for future guidance. 

Appropriation Accoun tr (Civil), 1963-64 

Page 2 8 4 r a n t  No. 125-Xapitd Outlay on grants to States for 
development. 

Cmup head Al(3) Projtct fw Intensive Development for R u d  
Industries: 
1.95. There was a saving of Rs. 49.27 lakhs against !he original 

pmviaian of Rs. 104 lakhs ~ n d  was slated to be due to late start of 
the programme owing to non-completion of preliminaries. 

1.98. The Committee desired to be furnished with the break-up 
of the expenditure State-wise as also the names of rural industries 
for which the grant had been given. The note funished by the 
Planning Commission is at Appendix V. The Committee e n q u i d  
whether the Planning Commission had evaluated the wor%ing of 
the Rurd Industries Scheme. The witness stated that there ha& 
been a rscent review of the Scheme and the mprt received was 
under consideration in the Planning Commission. At the instance 
of the Committee, the Plimsing ePunni&on have finmiatied a cow 
of tile Be*, 



1.98. The following table shows the details of the provirfon 
made in the Central budget and actual release of funds through 
payment sanctions for the three years 1962-63, 1963-64 and 1964-65: 

(Rs. in lakhr 

Release of funds through payment 
sanction 10.25 84 -00 2ao.60 

Actual Expenditure . 2 - 5 0  77 '50  166.20 

1.99. The above table shows that actual expenditure during the 
three years falls short of both the budget provision and the release 
of funds. This is due to (i) the tact that preliminary work could 
not be completed in time, and (ii)  the cumbersome administrative 
and financial procedures which delayed execution of the pro- 
grammes. The Committwe also note from the review that the 
achievements would have been much more imprewve if the project 
Organisations had adequate and timely technical guidance. 

1.100. The Committee feel concerned over the slow progress of 
the rural industries schemes. The Committee would urge that the 
Planning Commission should ensure that the administrative and 
flnsncial procedures coming in the way of the speedy execution of 
tbe programmes should be simplified suitably. The Commission 
should also ensure that adequate and timely technical guidance is 
made available to the project organhatiom. 

Page 2lLGmnt No. 125--Capital Outlay on Grants to States for 
Developments. 

A (1) ( 2 )  Gcmt for Pilot Project Wo7ks/Schenes for utilisation of 
manpotom. 

1.101. An expenditure of Rs. 198.61 lakhs was incurred during the 
year 196344 on grants for Pilot Project Works/Schemes for utilisa- 
tion of man-power. Tbe Committee desired to know the details of 
this Scheme. Explaining the nature of the Hot Project W o r q  



for utiUution al ~wurgower, the mpmamMtive ot tbc 
rtrtcd that the bark: objective d tba ptgrasus~e wm ta 

papvlde rearonal mplogrocllrt to pemm who were urtempbyed or 
undct-tmployed fn rural a m .  The &term lor selection was th.6 
then thould be works of labour intensive character in blocks or 
meor which had a very high incidence of uncrnplrryment. l3Jocks and 
amas have been taken up in four series and the total number of 
weh blbct w u  abut 9951. The programme had been going on 
from 1961-82 and the  total amoun! spent upto d3:e was about Rs. I9 
c m .  The Committcu! enquired uboiit 'lie mc.:hod and urga- 
nlsation of the programme r.e., how the money was spent and 
how pwple were m p l o y d .  The wi:ness stated that the broad 
frame-work was that a certain number of blocks were allotted to each 
State Government on the basis of report sent by them on the inci- 
dcn c of unemployment in cer:wn area5 and then ability to take up 
the programme. The State Governments then allot these Blocks to 
Pnnchayut Samith and the Block Agencies. At the block level, an 
~~~~~r is made respnvible for ensuring adequate supervision 
from the works point of wcw. The work4 were executed by Pan- 
chayats or their nominces. The programme was meant to be s u p  
plementary to thc normal plan programmes. 

1.103. In reply to a question as to the number of scheduled 
castes and schc l u l t d  t r ! b s  who ulerc bf..i4i!trl hv .hi- nmprarime, 
tho representatrve 01 the Ministry stated that the bneficiari~s were 
mostly lnndlcs labourersq mnrginal and sub-marginal cultivators 
and there would be o large numbcr of Harljans ommp thcm 

1.103. The Committee enquired if there had been an ach~evernent 
audit of !he scheme, thc wi!ne~s strrtcd that the programme was in- 
tensively evaluated by the Programme Evaluation Organisation. 
He also added that i t  was no longer a pilo: scheme but n reklulzr 
one. At the instan e of the Cummittec :he reports of !he Pmprnm- 
me Evaluation Organisation on these schemes were furnished. 

1.104. The C~~nirnittcc find !he fo l lmvin~ ;mnortmt  features from 
the reports of the Programme Evaluation Organisation: 

(1) Selection 01 Areas 

The Programme Evaluation Orgsnisntion in their latest report 
have indicated that most of these blocks were located in areas which 
were subject to relatively high incidence of unemployment or were 
econaunically pow, backward or underdeveloped. The selection of 
blocln, a d i n g  to their thvaluation showed a distinct Improve- 
msnt, as oamprmd to the blocke in the 1 Wee 



1.103. In the selection of worb for plrojects the State hvcsllb 
ments generally included agricultural schemes like minor irriga- 
tion works and mil maservation works. Non-agricultural schemes 
accounicd for less than 25 per cent of the outlay in 11 of the 15 series. 
I1 Projects studied by the P.E.O. Soil conservation schemes were 
mainly in S ates like >!adras, Kcrala, hndhra. Gujarnt and Rajasthan, 
in Series TI Projects there was no integrated planning of soil con- 
servation programme under these schemes with those undcr thc rc- 
g:tlar progran-,me t t f  ih=* S t q : ~  (;:we:-nn~cnt:. A; ;r result, this schetne 
ran into problems of short3ge of technical and trained personnel, 
inadcquatc ndministr:itive cxpcricncc and rising costs. Even in 
cases where minor irrigation works wcrc sclectcd, e.g.. Andhrn and 
Keral.., there wcrc certain drflicult~es. 

1.106. Them h;rd been delays of varying periods in the com- 
mencement of works in mnny areas. The main reasons wcrc delay 
in s.?nctaun of fund, ;  fir?nlisli*iort o f  schcrnrs and inc1u:ion of new 
types of schemes without adequate provision and administrative 
streamlintng. Lack of clcar understanding nr nssurnncc about the 
contin~zi!y and extrns (>!I elf t!;c* s rtirt~c):~ ;llc:n ndvcrscly cffec-tcd the 
work in some series. The chnngc in the pattern of Governmcnt 
assistance t o  50 per crnt loan and 50 p r  ccnt grant iilso stood in the 
way of ut11:saticm of funds by thc Panchayat Samitlcs in n few 
States like Rajasthan and Andhra Pradesh. 

(4) Employment Generated 

1.107. The following employments were generated by the scheme 
as given in the report of the P.E.0: 

Eight Series I Projects (for which data were available. 

The employment for 520 lakh man-days or for about 65,014 man- 
days per project. The annual average came tn 34,507 man-days per. 
project or 100 man-days of work for 345 persons. Tliis was con- 
sidered too small to have an impact on the problem of rural em- 
ploymen t. 

In the Series U projects the average employment of 47,000 man- 
days per project had been generated till June, 1983 which again could 
not be regarded as a n  impressive achievement. 

1.108. The  general conclusion arrived at by the P.E.O. w a ~  that 
while there had been f o r m u l a t h ,  scrutiny and selection ol schemcli 
for works items with high wage and productivity content nr ! 



r r b E l . ~ ~ g e a m p d o g ( ~ ~ ~ ~ ~ ~ ~ t h d b s c m p r o v f d e d t h r a r g h t h c ~ a a  
of them, no attempt bad bsar mrdr to do any systematic anplop 
mbbt phnnfne over r paloti, dtbsr far tbe uru or for the r e b  
vmt population. Uril#r rueh a plan was drawn up for, my 3 to S 
yean period and supported by a large enough portfolio of rchcme, 
the vagaries in the fluctuation af employment from year to year will 
be diBlcult to avoid. 
Puttem of Employment and Une7nproVm.e~ of Workt in Selcctsd 

Project#. 

1.109. S m c  of the projects which were examined In 1963 showed 
that the workers employed usually belonged to the backward clam 
or scheduled clam or scheduled tribes. 

1.110. Panchayats had been increasingly associated with the e x a  
cution of programme. 

1.111. Records have been kept in most of the projects. Some 
inipravcmcnt was consld(wd necessary. The caverage and relia- 
bility of informat~cm i n  tticv muster rolls and other registers had been 
observed to be inzldcqunte in many cases. 

1.1 12. The progress !!I the organisation of labour Cooperative 
continued to be poor. 

The P.E.O. reached the following conclusion: 

"The c\*aluat~on studlcs leave one with the ~nipression of a n  
nd )tot- nature of these projects. There 1s no understand- 
ing or certainty in the State Cover-nmolts that these pro- 
jects are to be continued and expanded on a systematic 
basis over the whole plan period This uncertainty 
makes it dimcult far them to plan, programme and service 
these projects adequately. If the tempo of work and crea- 
tian of cniployment In project areas are to be systema- 
tically built up, administrative and executive methods 
and procedures will need considerable modification and 
streamlining. Deccntralisation of authority, changes in 
methods, manuals and procedures are among the pre- 
requisites for the successful planning and implementation 
of the rural manpower programme." 



l . l 1 3 . h a a t b . M , t b e C o m a a i t t s s n * t h r t - ~ t i l r  
pmgrmnme was shitad in the year l)QOIl, it was hot d e d  the 
rtye d 8t.MMy 8s is &dent from tbe report of tht P,EO. Thm 
committee f ed  tbrt taeGovernxnent &odd m . b  an attempt to 
h o e  8 sydsmdic omploymant p b d n g  over a number of psur 
nth* thus hvby c r d k  systcm from year to year u in this c m  
Est& d this schcme from year to year has not bean conducive to 
its succedul functioning. Further, schema included in this pro- 
gramme should not only be labour intensive but also provMo for 
trrining to the labourers so that they m y  be self supporting in dua 
course. The Government should .Is0 try to avoid duplication of the 
schemes undertaken by the State Government as a pert of their 
normal activitiw and the schemes taken up in this pmgramme. 

1.114. The Committee asked for a detailed written note on the 
following itmes from the Ministry. 

1. No. of projects ~ l lo t ted  to each state so far under the Rural 
Man power Programme. 

2. (a) Types of works carried out under Rural Works 
grarnrne according to the broad categories. 
(b) Arnoio~l spent and what would have bccn the cbxptln- 
diture if these were carried through normal Government 
agencies. 

3. No. of persons and the period for which they got employ- 
ment under this scheme. 

4. How far this scheme has been able to meet the objective in 
view. A comparative statement indicating the employ- 
ment potential expected to be created and that actually 
created. ' 1 

3. Whether an over-all control is kept at the Centre to ensure 
the execution of the projects according to the ohjcctive in 
view. Tf so, the details of the procedure a d o ~ t c d  

6. Arrangement which exists for Audit o f  the grants given to 
Village Panchayats and Block Samitis for t h ~  execution 
of these works. 

7. The amount which is proposed to be spent on this scheme 
during the Fourth Five Year Plan. 

The note has been furnished and is a t  Appendix VI. 

1.115. The note indicates that the Rural Works Programme is a 
Centrally sponsored scheme. The entire expenditure is provided 



by the Centre in the form of 50 per cent grant and 50 per cent toan. 
The laon amount is treated as 15 year loan while the first five yeart 
are moratorium period during which interest alone is recovered. T h C  
Central Government lays down certain broad criteria for selection of 
areas and schemes and methods to be followed In the implementation 
of the programme. The State Governments are mponsible for the 
fmplemcntation of the programme accord~ng to these crjt~da. The 
State Gavcrnments fumkih dctails a b u t  thcl selected areas and also 
q ~ u r t r r l y  reports about thc pmgrcss of work in dlflercnt blocks. 
The Ministry ha< nlw askcd rwrntly the  Stntc Governrnmts to 
conclur: n th*rrcwlc+ r r b \ + i r  :v of thc worklnq nf t h n  prngr ~rnr?rr with 
a view t l  idrn!:fying Inr f lc -c t~ tv  blo4is. Tbp evnluntion study con- 
ductcd by thrl P E ( )  h-lvr o! r r ,  foi':l,,srqJ :I:!P:?': r n 2 4 ~ 1  *:. ,'r;t SC. 

or~fnni?rnlionrrl. tc~hnical nnd othrbr dcfiricnrir.\ Thwr : * , 1 ~ 1 1 1 - -  wrlrt. 
aho circulated to the. S t ; r t c b  C;ovc.rnmentb frrr t1w:r :n! ,rrn;t!lon nrzd 
nwcmry act~rm. 1'!w hiln~qtrv also issurd opproprl,lte ptiltcbv ins- 
truct~on t o  t h~ Staft* C o t m - r ~ r n ~ n t s  frorn time to t lmt. to rcmedy de- 
fi !l*nr!Ps no! 1Wd 

"111 thtl Third Plan drwumcant, i t  wnq: r'lv::'1cr4 tbn!  : ~ntat ivc-  
ly, employtnent ~inrlrr t h ~  Rum1 W 1rk.s I"ro~;r;~!~tn\c should 
bc found for 100 d;lys during thl. n~rt:.ul!urc 51-~ck srnhon 
for about I 1.1kh pr:ons for them firi,t year; ahout 4 to 5 
lnkhs In the s c w ~ n d  yew; al~ou: ;r rrti:l,o:~ I ? ,  i E l c b  th::..i vcnr 
r~sinfi to n h u t  2.5 ril~llion in  the  las: yrar of t h c b  Plnn. 
Thr Plan do ~ i r m ~ l t  rcckoncd that to re-lch :he c t;r~t!r*ts, 
the programme as a whole would ent*~il  nn outlay nf 
Rs. 150 crorc.s ovcr the plan prnod. The actual outhy 
pro14cd for the programme over the plan period ha, t m n  
cons~dcrabl y lcw--Rs 16.07 crorrs in  all (including 
Rs. 5 mores allottid for the current financial year) and 
the impact on the cmplnyment situation h x  bccn consi- 
derably limited." 

1.117. As ngninst n target o l  provision of employment for one 
million pcrsons ovcr 100 d q 5  in the year 1963-64 in the Third Five 
Ycar Plan, cmployrncnt h:rs only been provided for 1,79.000 persons. 

1.118. Even thouqh a part of short-fall in prowding employment 
might be due lo Ircs provision of espendi:ure, the Committee feel 
the arhicvemcnt has been much below the targets fixed for the Third 
Fivc Year Plm. This shartfdl in achieving the targets requires 
Imkinp into, L 



1.120. As 4111 f:tn'iitl amount i \  proposed t o  he 4pt nt in the Fourth 
Five Ycar Plrrn for Rural Works Procramme, the Committee suggest 
thnt the foI!owinq: point\ may be kept i n  view while snnctioning 
these works: 

1. A\ far as i~ossible the expenditure on such programmeq 
should be on productive assets to avoid any inflationary 
impact on the economy. 

2. There should be a proper machinery to execute such works. 

3. There should be a proper accoun ing and Audit arrange- 
ments for such expenditure. 

4. As far au possible the employment should be trnininc o r i e ~ t ~ c l  
so that unskilled workers yet \killed and heruntc ,- I{- 
su pportlal. 



MINISTRY OF FOOD, AGRICULTURE, COMMUNITY 
D W W I E N T  AND COOPERATION 

~xpmd&u+a on Transportation of Timbtr-Section X X X V I I ,  papc 
103 of Audit Report (Commetcicll), 1965. 

21. The quantity of timber extracted and the expenditure incur- 
red on fk transport by water crafts from the rafting depots to the 
central depots and export depots during the years 1960-61 to 1962- 
63 are Indicated below:- 

Total Total Transport 
timbcr transport cost per 
nttractcd ccst ton 

2 2  The Ministry stotcd In Septcrn'..*r. 1364 that the ~ncmased 
transport cost was due to the util:.. i t l r m  of old minor crafts and 
the payment of jncrcmcd wages and dcnrncss allowances to the 
lobourcm engaged on the. work. It hns bc7n reported by the Chief 
Conservator of Forests, Andanlans that no est~nlntcs for the run- 
111ng and maintenance of each craft can be prepared by the Depart- 
ment as the running expcnditun~ of each boa: depends upon "the 
condit~on of the engines and spare parts." All the crafts with the 
Department arc stated to be kept running only by incurring heavy 
expenditure oil inainter~arwe and repairs. 

3.3. In th:, connection, the Con~mittee had cslled for additional 
ir~forrnation from the Department of Agriculture. This informa- 
tion has beet1 received and is enclosed in Appendix VII. 

2.4. It has been explained in the note that reduction in the quan- 
tity of logs transported to the Forest Depots, during the year 1961- 



C L i r * t m b a t 8 b a 8 t o ~ u e n t ~ & w n 8 o i ~ b a s t l l ~ l c h u e  
w!d to tmsport timber extracted in di&rtnt blmds to timber 
depots. It has also bcen stated that torgets for extraction of tim- 
ber from the year 10bM11 to 1M4-65 was 60,000 tons each year and 
during 1963-64 the logs extracted and transported weighed M,827 
tons 

25. Tbs Committee regre4 to note that there hm been shortfall 
fn the extraction of timber y a u  .ftsr year u canp.red to the fixed 
b q e t  of 84,000 toos witb the d t  that during 8 four period 
d 1 W l  to 196344 the to td  shortfall has been u much as 29,000 
tom, which is equal to abotlt six montb's extraction. 

26. The Committee, are however, g h d  to be informed that all 
possible steps a n  being taken to modarnise the equipment and to 
replace the old crafts. As t h c ~ c  schemes when implemented, would 
anmble the Deputment to extract more timber and reduce the 
transport cost, which is at present hmvy (Ru. 31.53 per ton during 
1963-64 as against Rs. 17.86 per ton in 196081). the Committee 
would like the Department to give urgent attention to this matter. 

The Committee feel that this malady should have been taken note 
of nnd remedied earlier rra soon as the cost of transport recorded a 
steep rix from R b .  17.9f1 in 1980-61 to Rs. 27.17 in 1961-62. 

2.7. In the informiltion furnished, a brief note on the working of 
the Forest Department, Andaman has been included. 

2.8. The Committee feel perturbed to learn from this note that 
the not profit of the Government ao a result of the working of the 
Andtimans Forest Department has gone down substantially from 
Rs. 25,41,401 in 1M1-62 to Rq. 18,83,917 in 1963-64. They would 
therefore desire that an immediate analysis of the causes of these 
dwindling profits should be made and prompt action takcn to ~ r r e s t  
this trend under intimation to the Committee. 

2.9. The Committee further note that the work regarding Sil- 
vicultural Research will start soon after the Dy. Conservator of 
Forests being appointed for this purpose is in position. 

2.10. Similarly, further work under Revisim of Working 
Plan Scheme has been held up pending appointment of an omcer for 
this purpose. 

211. In order that the implementation of the scheme3 which bave 
already been f ina l id  are not held up md delayed, the Committm 



2.12. The Cornmfttee oi 196263 in para 40 of their 7th Report 
(3rd Lok Sabha) had expressed the hope that it would be posdbis 
to incrcasc the intake of t h r e  sow Mills and to reduce the percep- 
tagc of wastage. 

213. The Committee note with regW that their crpcctaifahs 
have bccn belied. They find that while in 195849 the intake was 
23,348 tons, the outturn 1 2 S 3  ton* and wn*trrpc 46.19 per ccnt. even 
in lM4-C,i. .hc intake i ,  only 25.t:fB t ~ n u  outturn 12.525 tons and 
tvwitngc. I)(- . .  writ. 'I'hc position ha\, litcrcforc, dcbteriuriltrd in .icad 
of shew in^: i rnpr~v~mvnt .  The Committtc would rlrcrcfore, w e  
thnf rcmonu far t lr i ,  *holrld bo invc\lig:~lrd and remedial deps 
takc n. 

2.14 Thr Cwnrnlttw at 18Ci243 had nls;, m n d ~  certain observa- 
tions and rt.c*nmmcnd:i!ims In para 41 of thc>r 7th Report (3rd Lok 
Snhhn) with rq:nrd ti) a scnsrmlnf: kiln Thc Comrnittc*. at !hat 
time w r n  inforrrwd t h a t  whcn the prtqmnl for thc se;i.ion,ng kiln 
was ftrr~nt~littcd, t h c  rstlrnatctf rcquirerrwnt of the seasoned trmber 
by the P W.D. was 3.000 tons. 

2 15. The Commit t w  find hnwcvcr from i tw note furnlshed that 
thrrc  is poor dcnxtnd for sc:wrncd tinlbcr both in the Andamans 
and i n  the nininlnnd and t!wr-cbforc i t  has not bcrn pnxil:?r to utilise 
the  kiln to fu l l  capncltv. Moreover the  value fc4chcd by auction 
of seasoned timber at Calcutta and Madras was not fnvourable. 

2.16. Thc Committee arc unable to accept the proposition that 
therc WAS not enough demand for seasoned timher in the mainland. 
They feel that the matter needs a proper review. 

2.17. It h:~s  bccn contcndeci in the  note that CPWD is gradually 
becoming conscious of the benefits of the seasoned t irnber apd the 
local demand is also likely to increase in another f i \ . t  pears time. 

2.18. The Committee feel thnt no serious effort appears to have 
been made to tap the demand for seawned timber properly and to  
utiliss the capacity of the plant fully. They hope that vigorous 
efforts will be made towards this end. 

219. The Committet And further tbat the Cremating and Aseue 
Rtlltmcnt Plants also have not get reached anywbsrt nssr the ins- 
talled capacity which is 120 tons per annum. The production during 



1964.65 of cnwo:cd timber was fM tons only a d  of Aacuc-treated 
timber was 543 tom only. 

2.20. As regard- certam drfects in the working of the contract 
with the licensee in North Andamans which were commented Epon 
by the Comrnittnc in para 46 of t h c ~ r  7th Report (3rd I,ok S;ll)hu) 
and para 9 of the  26th Report (3rd Lok Sabhn), it has been stated 
that In all the t h r ~ e  followinq cases. the completion of arbitration 
proc.eed~ngs s i;ke!y to take about two years: 

(i) F'r~t  Arbitration case in respect of disputes and diffcr- 
ences arising In thc worh!ig of the Agreement frt.m its 
m,*eption upto the year 1960-61. 

( i i )  Srcrmd ArbCtrat;on c x e  in respect of thc disputcs nnd 
diffcrcncrs about the working o f  thc ngrcement for the 
years 1961-62 and 1962-63. 

(iil) Third Arbitration case in respect of the disputes and 
d.fferencrs about the working of the  agreement for the 
year 1963-64. 

2.21. The Committee have bwn  further informcd that crim;nal 
procexling,; were launched against the  Company i n  the A. & N. Ts- 
lands far violation of certain d1rection.g of the Authoriscd Contrr 1- 
l r r  appo in t4  under Drfence of Ind'n Rules. The Company chal- 
lenqed t5c validity in the Calcutta H ~h Court and succccd~d. The 
Government h a w  dec!dcd to go in appeal t o  the Suprcmc Court. 

2.22 The Committee are alarmed at the state of affair, discTo\ed 
with regar4 n the working of the contrae's with the licensee in the 
Norlb And,mans. The Committee r e p - t  to note that the arhi'ra- 
tion, which was s(w:ed before PAC of l9YWI to h v c  h w n  in pro- 
greqs, (para 46 of i ! l r  report) (3rd Lok Salbhn) i \  still procccdinn, in 
1W-66  and is ":ikc!y to take about two years" more if r\rbi,r:ttion 
proceedings are to f : ~ k c  5 or 6 years to settle thcn the very pgrrpo3e 
of arbitra .i,)i. ~ i z  . expedi!ious wttlemcnt of di,pu'e is def~atcd.  
Ca\cs have arisen in respect of the dkputei  and diffcrenceu 
arising in the working of the agreement for each of thc ycars 19fil- 
62, 19624i3 and 1W3-64. This indicates that there is something 
radically wrong about the Agreement and its working that needs 
investigation by an independent agency as to how the aqreement 
has been en!ered into with this particular company, what are the 
lacuna In the Agreement. whether it would not he dcsirahlc to 
cancel the agreemed rather than spending Public fund5 on litiga- 
tlon and Arbitration yea? after year, and other such allied matters. 
The Commitfee desire this investigation to  be  set afoot a t  an early 
date. 



Section X X X V I ,  Page 171 of Audit Report (ComnKtcial) , 1965: 

9.1. The Marine Department, Andamans, maintains a dockyard 
tor survey, repairs and construction of sea-crafts. buoys and lighters 
in addition to providing navigational aids and efi ient communica- 
Uon wrvlce between Andaman and Nicobar Islands. 
2 Working Roultr 

3.2. A comparattve statement ahowing the working results of 
the different units of the Department for the 7 years ending 19132-63 
tr glven below. (The Axounts for 1963-64 have not yet been pre- 
pared) :- 
1. Docltynrd 

(This comprisrs "Dry Dock" and "Slipways" 
Loss(&.) 

1956-57 to) 5U.039 
and was construcrcd ktwecn junc, 1954 rg6ob1 
md June, 1956 at a cost of Rs. 3.25 
la&). 1961-6a 88,964 

1 W-63 909133 
a. Fen?, Loss (Rs.) 

(These were started in 1955 to provide inter- 1958-59 to 
inland communication locally in South, 1960-61 2y91*039 
Middle and North Andamans). 

19614% 60,325 
1962-63 78,706 

3. Afloat 
(This consista of qr sea-crafts used for 1956-57 to 

LoSs (W 
maintaining esacntial services and euppliea 1960-61 
in the Island) 

) 2rA492 

1961-62 3,46369 
1962-63. A c c w n ~  

not prepa- 
red. 

4. Stores Unit 
(This is maintained to supply stom to the 1956-57 to 5;s8,516 
Dock-yard and to other GOM. Deptts. of 1960-61 
Administration and also to private parries) 

196x62 

> p*t (Rs4 
1~30-5 
I PI ,86 1962-63-- 

.The doat is a service unit and tbe prc aration of profom sxmunt' 4 hrr beat cbpmscd with by (bmnnxnt wi &kt k n  the year 1962-63' 



Dockpad-The lasses were due to non-rccovcry of N1 overhead 
charges from Government Departments and private parties in r@o- 
pect of jobs executed f o r  tbcm. These overhead chargw ranged bet- 
ween 33.6 per cent and 84.4 per cent of dlrect labour during 195738 
to 1W-63, whereas recoveries were made at 20 per cent from Gov- 
ernment Deptts. and 30 per cent from private parties up to 1 9 M .  
This was increased to 50 per cent, in both the cases f rm 1960-61. 

In April. 1962 a Departmental Committee was cappointed by the 
Government of India to examine the working of the Marine Depart- 
ment and to suggest how the working could be improved and the 
overhead charges reduced. The report of the Committee was sub- 
mitted on 7th July. 1962. The Andamans and Nicobar Administra- 
tion have stated (January, 1965) that their comments on the report 
were forwarded to the Ministry in January, 1964. They have added 
that further action to implement the recommendations is  being 
taken by the Marine Engineer, Andamans. 

F e v y  &vices.-The Administration have stated (January, 196!5) 
that the loss in the ferry service was due to the low fare structure 
which has to be kept in order to provide means of communication 
to all the islands irrespective of the freight and fares becawe of the 
peculiar nature of this territory. 

In this connection the Committee had called for additional infor- 
mation from the Ministry of Home Aflairs. This information has 
been received and is at Appendix VIII. 

It ha? been stated that the Dockyard suffered a losa of Rs. 86,974 
during the year 1963-64. 

3.4. The Committee feel unhappy to note that from 1956-57 to 
1963-64 the Dockyard section of the Marine Department suffered a 
loss of more than b. 8 lakhs. Since, however, the Govt. have 
darted taking action on the Report of the Departmental Committee 
appointed by Gmrnmtnt in 1962 to examine the working of the- 
Muine DcpuQaent and to suggest how the working could be improv- 
ed and the overhead ehuges reduced, the Committee would like to. 
watch the results d the rction Wren through future Audit Reports. 

3.5. The Committee feel constrained to o h e  in this conneetias 
tbat dtbasyh the &part of the Committet was submitted in July,. 
l962, the comments of the Andaman & Nicobar Administration cnr 



tha repert wha trr#rrtded \. tLc Mlnbtry &n Jm-, 1% Tha 
Committee do not think that such long &lap c.9ld be jwtflbk 
It Itm allio ta he borne in mind that fhi$ delay has indirectly tontrl- 
bntcd ta tbc lww s e h t d  by the Adminhtratian rs rcmedid s t e p  
wwc a h  dc1ayc.d ar a canwqatnrt. The Committee h w ,  tbc A&N 
Admfnhtroltisn wbold en~ure that Jf de1.y~ in the worldng of the 
Admfnirtrnthm arc climlnated. 

38. The Committee also find that ordw for a motor (for replac- 
ing of Di~~c? l  oi! run mnchfnfirs by mntnr driwn machinery) was 
placcd on the DCSdiD by the Hiirhnur Master on 10th July, 1865 and 
the ma 11inc.r-y is cu;ir-cft rl t r )  hc rcceivcd shorlly. Thc Comn~i:ttt 
f ~ l  tha! thrrc has h e n  irrordiaatc delay in the procurcmenl of the 
m*tor. 

3.7. The Cornmlttw have been mfnrmcd further that the Ferry 
Suwlcc irlso suffercd a loss of Rs 82.594 durrng 1963-64. 

3.8. The Committee fwl pcrturkd to note that thc ferry Servicc 
of tho Mnrir~a I h p t t .  ha* 81% heen running at A loss sinre 195849 
aad t h c b  total low wff**rr*tl by thc Ferry Service so far amounts to 
more :hnn RI 5 I n k h  \Vhilc tfic Comluittce appreciate that 
of a low fmre S ~ ~ U C ' I I ~ C  hns :o be kept in order to provide means 
of communicntion to all the idands irrespcctivc of the freight and 
fnrev bocauw of the peculiar nature of the t twritoq.  thov would 
like the Administration to ron4dt.r !he ftariihility of n s!ight revi- 
&ion of fern as justiflad by present drv m'litim md of reducingl 
overheads etc. of the service to tbe extent possible. 

3.9. The table below indicates the aprring and clos:.;:: 1 :t!nr~ces, 
p u r c h w s  and issues of storm c\ur:ng t ! ;~ last four yt+nr\.-- 

Opening balance 15.68 1s.11 12-89 15.92 



l%mconcil iat lonaftntupea~onpurchtQesasbookd in * ibarmdrf, accounts wfth the d u e  of stores actually received dur- 
Smg thc hmadd pear was ma& by thc Department. Similarly, no 
aearadliation tn respect of recoveries from Government Deptts. 
ad private parties as booked tn the financial atxounb with the 
mhae of sbms issued dwhg the year has been made, 

3.1 1. The Public Accounts Committee (1958-59) who were infor- 
PItd that the miserve limit of stock had been Axed at Rs. 12 lakhs 
md subsequently reduced to Rs. 10 lakhs, recommended that the 
.Qres should be kept within the prescribed limits and that the sur- 
phw should be disposed of quickly (c.1. para 110 of the Eighteenth 
RcpartSecond Lok Sabha). The Ministry have, however, stated 
(Jmuary, 1965) that the question of fixation of stock limits is still 
rmdcr consideration in conmiltation with the Ministry of Finance. 

3.12. The dosing balance of stores as  on 31st March, 1963 in- 
cluded obsolete and surplus stores valued at Rs. 83,422 which were 
Aipposed of during 196364 at a loss of Rs. 70,100. 

3.13. In the note furnished the details of disposal of obsolete and 
surplus stores have been given. 

3.14. The Cammittw fat pesttmhd abwt the abnonnri delay 
&at already taken place in detMing abaat the fixation of stock 
limits. Altholyh the PAC made a reeonunendatian in 1958-59, the 
u t t w  OMI dated fOh st i l l  .(January* 1W) under constderation in 
d t a t i t m  with the IKinistry of Finurca. The Committoe, would 
has toknow therarsoaifmyfertbe ah01111111 dehy of? yerarr an 
owb.dm*-. 

$.IS. tatrp-dfng on account of stores supplied, 
job arecuted, 'lih rihugep, ek. .xgdlult Government Deparhnenta 
UP ( A 4  L&C 



3.17. The Committee am glad to note that credits are not 
given to private par* since Ist April, 1963. Tbey hope that SUB- 
able action would be uken to r d i -  the outvtaadings of Bs. IS= 
from the private p d c a  without h t b e r  delay. 

3.18. As regards the oubtundings of Rs. 4,38,380, as on 31-3-IES 
h.am Oovcmuncnt Deptts., the C6mnittee find h t  t k  r d a k  tm 
ths periad frinn w-40 to 1- 

3.28. AsrseuQths~fort i l i spaiodl)bts3toUIU$ tlr 
Committee dadre that vigorous steps be tlrLhr to mmvm tbar 
trOmtheDap#.coPearPed. T h e ~ U e e ~ d r b o U k e r r r r  
nirrbbrblrrt,kambmaoln*~-bCiwblarwdGmn, 
rpilwt Dept88.. rnrrrnnaaart rslDmal:tm,~~'-". 



MINISTRY OF HOME AFFAIRS 

Shipping Dr?parlment. Andamant 

4.2 'T'tw Ship;>ing Corporation of India L i m i t 4  w,is cntrustid 
with : hc mirnagemcnt and complete operntional activ~tias in rcpvpuct 
of t h c  f;rs: two vcsscls and the supply of ~ersonncl m t !  stores o~ i ly  
in respect o f  the th~rd  vczsscl under an aqmment cbntered into in 
March, 1962 but made effcultive from July, 195C, for n period of ten 
Y-. 

4.3. The actual direct cost of running the three vessels and over- 
head charges in respect of M. V. Nicobar and M. V. Andamans fa 
reimbursed to the Corporation. In addition, the Corporation was 
also paid a lump sum payment of Rs. 25,000 per annurn for the 
period from 4th December, 1957 to 1st August, 1960 and is being paid 
Ra. M.000 per annm with dect hwn 2nd August, 1960 onwards. 

2. Working redulta 

4.4 The proforma mounts in respect of these vessels for the 
yeam 1956-57 to 196142 which were p r e p d  in 1963-64 showed a 



(The pro-fonna accounts for the yenm 196263 and 1963-64 are 
rn to be prop-). 

Name of the Ship 195657 1#io4r 1961-62 Total 
'10 loss to the 

1959-450 ard of 
1961-6a 

.I. M. V. Andamnn (cona- 
tmcted by the kiindutan 
Shipynrd, Ltd. Visaldalc- 
ptnam at u af Kr. 
99.55 lakhar und com- 
missioned in Dee., 1957) 20.07 9-35 3.94 33-36 

3. M. V. Nicxrhur (purchased 
~cond-hand in July, I y ~ b  
at a m t  of Ha. 33.'0 
hkhn and comnissitmcd 
oftcr minor nlruotintls 
h Nov., 1956.) . 20.87 9.16 9'69 39' 12 

:3.1S.S. Cholungu (purchased 
scmnd-hnnd in March, 
I 956 at a cost of Rs. 5 -90 
lakhs; started operation 
in June, 1957). . 13-20 2.66 3-01  18.87 

4.5. The main r e w n s  for the continued loosea in the operation of 
each of the vessels, as reported by the Department, are given below: 

(i) In the case of the Arst two s h i p  a part of the loss was 
due to detention beyond the  normal period of halt an 
account of occasional brssk-down of machinery, 1 abour 
trouble, heavy weather, unfavourable tides, nm-availabi- 
lity of berths due to congestion in the Ports and also non- 
availability of pilots in time. According to the Adminis- 
tration the loss of revenue on this account for fhe period 
ending 31st March, 1962 amounted to Rs. 7.73 lakbs and 
Rs. 3.41 lakhs for the first and second ship respectively. 

The Administration have further added (January, 1965) that 
3 these vessels being passenger-cumcargo ships have to 

undergo annual survey as required by the rules and have 



to nm .ccolrding to Iw?htdule irrespective of tbe avrilabb 
Ilty of full cargo for their t a k d .  

(ii) M. V. Andomans.-The vessel has a structural defect and 
lists heavily on one side. She has, therefore, ta  carry 
1,841 tons of ballast which results in a pemanent lws in 
her carrying capacity. 

This defect also necessitated reballnsting at every survey 
which involved an expenditure of Rs. 6.99 lakhs up to 3lst 
March, l!W. 

(iii) M. V. Nkohar.-The vessel being old, the expenditure on 
annual surveys amounted to Rs. 25.94 lakhs up to 31st 
March, IW. 

In order to reduce the losses in the working of M. V. Andamans 
and M. V. Nicobar, the freight rate for carriage of timber 
between the Andamans and the Mainland was increased 
ad hoc by Government (from Rs. 95.50 per ton to Rs. 108 
per ton) with effect from 1st October, 1963. The Admin- 
istration have stated (January, 1965) that, the passenger 
fare and freight rates being already high, there seems no 
scope for upward revision and that in the circumstances 
the case should be treated not as one of loss but as one 
of subsidising the service. 

(iv) S. S. Cholunga.-The factors responsible for the loases 
were (a) higher cost of coal at Port Blair by Ra, 40 per 

ton as compared with the price obtaining in the Mainland 
(b) increased maintenance cost on account of the ship 
being old, (c) ins.ufflcient number of passengers and short- 
fall in cargo load and (d) non-availability of night navi 
gational facilities. 

4.6. A high-powered Committee with the Director General of 
Shipping as Chairman and representatives of the India Steam Ship 
Company, Scindia Steam Navigation Company and the Shipping 
Corporation of India was appointed by the Ministry of Home Aflaira 
in June, 1964 to conduct a detailed survey and make recommends- 
tiw for improving the waking of the shipping se-. The Mi& 
try have stated (January, 1965) that %he Committee haa met onca 
80 far and is likely to meet again shortly.* 



M. V. Nicobar 7.89,927 

4.8, The Committee have also h e n  informed thnt the high-power- 
ed committee appointed to conduct dc.trrilcd survey and make re- 
commmdatlom for fmprovin~! thc wtrrklng of thr Shfpping Services 
hne not yet curnplrtd its wnrk 

4.8. The fa& diwbcca, a very unnatidnctary state of affairs. The 
Bhlppin~ Dep(t. bas ahmdy s u f b n d  a total I- d mom than a 
crate o( rupcsrr on the wervica of the three? vl..pwela maintained by 
than during tbe gr?riod 1956-57 to 1UIZ63. And yet the "High 
powamd I'ummlttrrc" could not mmt more than oncc hctwwn June 
lW (wheo tho Ccunmittee w&q appointed) and Jmunry, 1Wi .  and 
Itre work of the Committee i s  yet to be completed (Jnnunry. IWiC,). 
T)IP Committcv are alarmed at the cawel  way in which the conti- 
nuad lmmu af the Shlpping Dcplt. arc bein# acctptrd with eclrrnni- 
mitv, hy the Govt. Mpt t .  The Committchc. therefom, desire thn: this 
matter n h d d  be d d t  with, with a real aonw of urgency, so that 
both tho apcnbl-mg rtilciencg and the ffnandal d t s  of the cawtr 

-passenger Mwvtce hcltwcmr the Mainland and Andamaas as dso 

for inter-island rrarvlee show a distinct improvement. 
The Committee would also llla to know the extent to which losses 

hnvr been reduced or arc likely to he rtduced as a result t f ad hm in- 
crease in tbc bdght for carriage d h k r  w.e.f. 1st Octeber 1963. 

Ptirchasc ~f Ships, sub-para 3: 

4.10. Indents for the purchase af m e  cargo and one passenger- 
crrtn-cargo ship were placed with the Diredor General, Supplies 
and Dispcwals during 198182, but the ships have not been m i d  
so far. The provtsfon in the budget under the head "Pnfiase of 
ships for Andaman and NPeobar IsfandsU during *e four ~ w W  4- 



bg 196344 and the amounts achldly utilised (as shown in the A?p 
q w h t i o a  Accounts) are mdicated below: 

mupees in b) 

Y e a  Provision Actual 
apendf- 

nvc 

411. The Administration have stated (January. 1%) that the 
question of procurement of ships was discussed in tht. ;meting of the 
Shipping Committec for the Andamon and Nicoba: islands in Nov- 
ember, 1964. In that meeting the Chairman of t ; lc  Committee 
sSrcsscd that procurement action should bc dc-ferr~l until nfter the 
Cnmrni!tce had examined the n c d s  of the Andamam tremc. 

4.12. Notes showing the present position regarding purchnsc of 
ships have been furnished. 

4-13 The Committee feel from a study of the notes that there 
been delays and set-back% in the matter. They hops serious 

e n t i o n  to the purchase of ships woolld be dven so that further 
R e l a ~ s  do not take place. 



Nowtecotrerp of inrtalmenrs of Zoana-pat 194, pages 146-147: 
3.1. In August, 1956, the Mmutry of Commerce and In- 

sanctioned a loan of Rs. 2.50 lakhs to the Delhi State GovenuocPt 
for disbursement to the Dclhi Garments Cboperative Society whtcb 
had been set up In the same month by the workers of a 
factory which had been closed down by the Deihi Cloth and G e m  
Mills. The State Government. however, pointed out: - 

(i) that the Society had no tangible security to offer for ths 
ioan; 

(ii) that under the State Government Rules, the maxim- 
amount which could be advanced as 1 m  was four tbmr 
the share capital; and 

(ili) that under the Delhi State Aid to Small Scale and C o w  
Industry Rules, no loan beyond the maximum limit d 
Rs. 50,000 could be advanced to the Society. 

5.2. Subqucn t ly ,  in October, 1956, the Ministry themselves sane- 
tioned the loan direct to the Society. 

5.3. The Sodety had not so far executed the hypothecation 
the form of which was flnalised by Government only in June, lOdt 

5.4. The Managing Committee wh~ch was nominated by Govern- 
ment for the first Ave years in accordance with the bye-laws & the 
Society functioned till August, 1961. During this period cases d 
mis-management and other irrcgularitics (such as, pledging d 
Anished goods worth Rs. 80,000 in favour of a private bank, agaiPrL 
a cash credit of Rs. 52,000) were also reported to Governmcst 
Despite this, Government released to the Society:- 

(i) a further laan of Rs. 5.000 in Mag, 1959 for the p u b  
of twenty-five sewing machines required for t r a e  
women; and 

(il) two grant8 aggregating Rs. 2,050 in March and Segossl. 
ber, 1959 for meeting expenditure in connection. with tL 

- trpinfneofwomen. t 



5.5. The balance sheet d tbe Sod* arr on !Mth June, 1962, ,hwetl 
accumulated losseas of Rs. 1.81 Urha. In January, 1863, it w m  
decided to liquidate the Society. An order to appoint a Uquidatw 
was issued by the Registrar of Co-operative Societies in March, 1061, 
but the liquidation p w g s  had been stayed by the Chid Corn-. 
missioner on en appeal made by the Society. 

5.6. Except for Rs. 2,460 repaid by the Society in September, 
1961, no repayment of loans or interest was made during the period 
of reven years till March, 1964. The amounts recoverable from 
them as on 31st March, 1964 were Rs. 2.53 lakhs (principal) an& 
Rs. 0.47 lakh (interest). 

5.7. This case had been dealt with by the Public Accounts Com- 
mittee (1964-65)a. No. 21 (para 23) of their 36th Report. 

5.8. In the course of evidence, the Committee enquired as to what 
action had been taken on the recommendation of Public Accounts 
Committee made last year that a proper and thorough enquiry 
should be made regarding the loans given to the Delhi Garments 
Co-operative Society. The Secretary, Deptt. of Industry stated that 
having regard to the circumstances in which the Society was estab- 
lished, it was, doubtful whether anything better could have been 
done. When a certain number of people are thrown out of employ- 
ment. it was considered desirable to give them some occupation. 
The normal process of verification for registration of Co-operative 
Society was gone through, but the weakness in this case was that 
the members of the Society were not prepared to forget the facC 
that they were also owners or proprietors or part-proprietors of the 
Society. In other words, if they had had a technically qualified 
Manager to run the Society, the Society would have earned money. 

5.9. The Committee enquired as to why the Society came to 
grief in spite of the fact that the Managing Committee consisted pre- 
dominantly of Government officers. The witness stated that In 
earlier phases it was the people in public life in Delhi, who were 
associated with the Society. When the officials took charge of the 
Sxiety for a while, they ~ucceeded in avoiding losses. After that, 
when deterioration set in, the oflcials concerned decided that ' the 
Society should be taken to liquidation because they were convinced 
that the Society would not  nu^ 

5.10. The Committee enquired a6 to how all theae concession0 and 
aid were given to this Society when Delhi State Government wart 
not in fa you^ of giving adstance to the Sodety to such a large 



6.11. The Committee desired to know how in spite of the Delhi 
State (Ald to Small Scale Cottage Industries) Rules and the advice 
of the State C)mmnment that no loan beyond a maximum limit of 
R.. 80,000 rhauld be advanced ta the Society, the Ministry thought 
it p r o w  to glve auch 8 huge lorn to this Sadety. The witness 
rtoM that this dccinlon was taken before the Ministry got this 
comment from the Delht State Government. Although normally 

' under the Wtc Government rules more than Rs. 50,000 would not 
bc mnctmncd it was felt that having regard to the nature of the 
people who had bwn thrown out, thc risk war worth tnkrng and the 
loan was given. This war a matter of pnllcv and not a m m e r c i a l  
oqurtton. If only the monaRcrnent of thc Society had been proper 
it would hnvc pad  drvrcirnds. 

5 12. Askrd a question thc witness stated that th(. dccision to give 
ttw lnnn w w  tnkm by the Minister-in-charge of Indud-y The 
I(mcsis of thc propsal ww r ( w i v ~ d  hy !he Ministy  o' !rril~lstry 
from thr thcn Prcsidmt of thr Indian National Tradr LTi:inn 
C'ringrrss R!h i  St:ttcl On rcwipt of thr. lctter, n full d;scu.;.ion 
trtok plnre with the lhcn Prc8sidr-nt of the I ~ d i a n  Nnt~onnl Trndr 
Union Cnni!rcss, nc*lhi St:ttc n rcsprcsc*rltnlivc each of the nclhi 
Stnltt. nnti I . ~ \ ) o ~ i r  Union nnd the cd!lrbnl virw w a s  that the i d w  wnlc 
not nn untcnnblt. on(. nnd co.rld bc supprtcd 

5.13. I n  reply to a uuc'?-t~cm the w r t n w  st;~tcd that !hr Dcliii State 
Govcrnmwt In accordance with their ruics would nut have snnc- 
tioncd more than Rs. 50,000 and with this amount i t  was not possible 
to start a society ui this kind. That was why the Ministry gave 
thu loan dlrcctly to the Society. Thr witness added that th:re was 
another case, rrr:., the Family Welfare Society to whom the Govern- 
munt of India gave a direct loan and that society also went into 
liquidation. 

5.14. The Committee painted out that they had received a regis- 
tered letter stating that a person had a decree against this Society 
far Hs. 70.600 and desired that a note mi&t be Armished ststing, 
uthethcr Government dues had any preferential claim or first charge 

8Ver t b  Society when the Central Gmemment had giverr a loan. 



5.15. In r note hvajarhed by the Department d Iadwtrg (&@pen- 
& IX), it bas been stated inter dia: 

"As regards the question whether the Government dues have 
any preferential claim, the position is that under thc pro- 
miolllr d d o n s  24 and 85(1) of the Bombay Cooperative 
Societies Act, (Vn) of 1925 as extended to the Union 
Territory of Delhi, the claim of the Government will have 
priority over the claims of all other creditors." 

5.17. The Committee desired to know what were the total liabilities 
of the society. The witness stated that according to the balance sheet. 
which was certified by the liqu~dators, the total liabilities including 
the current liabilities were Rs. 4.47.000. 

5.18. The Comptroller and Auditor General informed the Govern- 
ment that out of the sanctioned loan of Rs. 2.50,000. a sum of 
Rs. 75,000 was towards thc share capital of the striety nnd would 
be repayable t o  Government in two cquatc\tl anllu~ll instalments of 
principal and interest the balance amount of Ks. 1,75.000 would he 
repayable to Government in ten cquatcd annual instalmcnts of  
prmcipal and Interest 

5 19. Tt~c represcntri:lvr of the Ministry statlad tha t  nothme had 
been repaid out of Rs. 75,000 w h ~ c h  should have twen returned in 
1958, as the Soc;t:ty was not In a position to pay anything even at 
that stage Thrb total amount of loan of Ks. 2,50,000 was paid tcl the 
soclcty in  one mstalment and this was really utilised for the pur- 
chase of machines. When loan was given, Government armnged 
for the  drawing up of n detailed scheme which would enable the 
factory to be run economically by the members of the society. 

5.20. The Committee regret to note that notwithstanding the 
provisions of the Delhi State (Aid to Small Scab and Cottage In- 
dustries) Rules which rcstrictcd grant of loans to the extent of &. 
W.008 in such cases and the advice of Yhe State Government thmt 
tbs sociaty had no tangible ass& to &er, the Ministty of I n d u e  
th&t it proper to give direct a loan (Rp. 2.50 la&) to the 
society. If, despite theme, limHatiolrs the lohn was given to the 
mciaty in the larger intereatr of rehabilitation of a large numbar of 
poaplt who would otherwise have beem thrown out of employment, 
the Committee feel that stepr should have been taken to safeguard 
the fi...nci.l interest at GovdlPsDddt way d abbbing adequate 
rserrrrity f# tbaunouatd tbsvlourd~.llObd; 



6.22. The Commlttae enquired what were the tenrrrr of this loan. 
The wftneaa stated that the condition was that the society would 
pledge the ex~ating asseta as well as thaw to be created out of the 
loan money. The hypothecation deed was drafted to fulfil this ohli- 
gation. He added that 11 this hypothecatinn deed had been execut- 
ed In time, and even if the rnachlnes had been mortgaged directly to 
(hvcrnment it could hsve glvcn Government greater security. As 
the Managmu Committec (which was elccted by the Members them- 
selves) refused to sign this document a t  that stage, it could not be 
executed between 1982 and March, 1964. Government tried to get 
the Registrar of the Cooperative Societies "to influence them not tcr 
go back on thcir comm~tmcnt." During the whole of September 
and Octobcar, 1962, Government were trying to persuade them or use 
the good of f \m of the Relrflatror to get them to sign the document. 
In January, 1963, Government came to the conclusion that in view 
of the continued unaattsfactory working of t h ~  ~ociety it should be 
liquidated and the Registrar of the Cooperative Societies was re- 
quested to take nwmary steps towards that direction. 

5.25. The Committr~! panted out that the fimt complamt against 
the society came to the Ministry in 1957 but the Ministry had decld- 
ed only In January, 1963 that the society should go into liquidatiov. 
and that during the period of these SIX years the Ministry went on 
getting complaints alter complaints and enquired whether the om- 
cia1 members of the Committec made any reference to any of these 
complaints in thcir report to the Ministry. The witness stated that 
the official representative of the Manag~ng Committee was submit- 
ting reports regarding the working of the society from time to time 
and thest? reports were brought to the notice of all concerned includ- 
ing some times the Minister. 

5.24. The Committee had desired to be furnished w ~ t h  a note 
stating whether the Ministry of Industry and Supply (Deptt. of 
Indwtry) had examined the question of Axing responsibility on any- 
body for the lapse for not preparing the hypothecation documents 
md executing it in time and if so, the result thereof. 

5.25. In a note (Appendix X) furnished by the Ministry of Indus- 
try it has been stated that: 

'It ir the view of the Mintstry that no individual adecer 
could be blamed. The d a y  in tbe narution of the- 



hypothecation documents .nd ita eventual npn-cmcutiaaz 
appears h w t  inevitable, however. regrettable. Th~s has 
been ocorsioned by ( f )  the initial decision to advance 
money in anticipation of the emcution of the documents; 
(ii) the unavoidable delay that is inherent in the trrrnsac- 
tion in that the items of machinery should be first mleae- 
ed by the Delhi Cb th  Mills before they could become the 
property of the Society, to the mortgaged in favour of 
Cowmment; (iii) the changes in the ef?ective manage- 
ment of the Sodety and their internal differences, and, 
finally by the management of the workers themselves 
refusing to take responsibility to sign the documents. 

Thk. however, is not likely to adversely affect Governtnent'~ 
ability to recover the amount due, though this Is not a 
completely extenuating factory." 

526. In the opinion of the Committee it was very unusual for 
'tfaa Government to give laan to tha Society without executing the 
n-ry dacamtnts. The Committee find no justltlcrtion for this 
decision. 

5.27. They am also not convinced of the r w o n s  advanced for 
non-execution d alprecment for such a long time. WhIle the loan 
was sanctioned on 25th October, 1956 without executing any agree- 
ment, the ciociety approached thc Government on 25-1-1957 for a 
copy of the agreement. But Government had not heen able even 
to halise the form of agreement till August, 1961 when a detective 
rrgnement was attempted to be got signed. Agreement was Ana- 
lised only on 30th June, 1962. Evan a b r  finalising the agreement 
on 30th June, 1962 it could not be erecuted till 29-1-63 when a decl- 
sion was taken that the society should go into liquidation in view 
of (1) the financial position of the society; (2) the defective working 
of the society; (3) the society was reluctant to sign the mortgagd 
agreement. On 43-63 the decision to liquidate the socidy was 
communicated to the Development Commbdonw, Delhi. . r- 

5.28. The Committa regret to obsarve that notwithstanding the 
"fact that the society approached Gwernmemt in January, 1957 for 
a copy of agreement to be executed by them, Government could not 
get the agreement signed during the period of 6 years i.e. between 
29-14? and 4-3-63 by the society to wbom a loan of Rs. 2:5 lakhs bed 
been sarrctioaed oa 25-1046. In tho epinion of the Committee, the 
mqmdb0Wy for Lbt bag delay d 4 yean lies p&narily with the 

X h i s b y .  Tbt Committee cormad Mderstuad this f d h e  to get the 
sgncment executed partkaluly became the society was alrerrdy 



5.29. At the lnstunoc of the Commfttoe, the Ministry of Indi l - t r~ .  
have furnrshcd a rorn~~rc21en~~vr nvte (Appendix XI) coverillg all 
aspects d the lorn given to the Deihi Garments Cooperative Soc.~**t~ 

5.10. The Cummttrce itrr not happy at the mnnmr in which un- 
usual conccnsiona wave Cpivtw ta the ux ic ty  and thc* failure to tnkc 
prspcrr rtqw to rraf~gt~ord t h  finnnrial intcw.it\ of Govcrnmtn, 

15.31. The Cnmntittcc. have notad the foitnwin~ dirquicting fea- 
turm in this caw:- 

(i) Ihuirrg the prmrind frow 1956 to 1962, cases of mismanage- 
nmor and other irrr*plctritics such aq pledging of finished 
l foud~ worth Ha. HQ, fMM in favour of a private hrtnk against 
a cevh credit af KI 52.W11 wprr reported to Chvcrnment. 
Adequate cflurth wcnw not mu& by the Ministry to ICKA 
into the ofhirs of the Society and to set them right. 

( i i )  Charge-s of mismanapmcnt and irrqulariticu were IeveI- 
1i.d againvt the society even when thc management had 
as it% dininnon e Covcrnn~cnt nominee. Furtbcr in spite 
of the fact that ofRciab of Government on the managing 
Committee wcrc raporting to the Ministry abaut the un- 
utlirfsctory state of affairs of tbc Society, ao action was 
taken to get the hypthccation deed signed in time so as 
to rrrteguard the Bnancial interests of Government. 

5.32. The Committee also note from the documents furnished 
that: 

(i) As regards complaints relating to import licences and 
incentives, it has been stated that necessary action is be- 
ing taken and if any irregualarity is detected, the matter 
will be referred to the police for investigation. 

(11) Regarding the allegrrtions that the parts of the machines 
wem changed, it has been stated that the vcriflcetion of 
tbbxmtterrtthinatage.r,udlrurtbLixatfan61r~~po~- 
bi- b physically impdblc. 



(iii) Mout tbe complaints agarrut d i c e  -, fnvesWWas 
are being mrtck? and if a y  omission on the part of any 
office bearers comes to tbe notice d the liquidator, new:*- 
tary legal action wiU be m r t d  to. 

5.33. In view of the scrim naturr of irmgularitics commi:ted in 
this caw, the Cornmittce desire that an enquiry should be held to 
find out why the unusual concrssions were givc~r and bow far the 
ofifice bearers of the Society werc responsible far its failure, and 
why the document rerrlainc*d unt.nrceutcd for such a long time. 

5 3 .  The Committee al\o desire to be informed of the Anal posi- 
tion of the recovery of thc. outstanding dues from tho nssets of the 
society. 

5 35 171 t h e  thrcc c n w i  m ~ n t ~ \ ~ ~ t : d  1 ~ ~ 1 ~ ~ \ \ .  thi*re h,is bwi l  consi- 
derable d c l q  in enforcing the rwovcry due from firms in Faridebud, 
which haw defir~rlted in the tcpymcnt of loans acivanmd to them 
for industrial purpases: 

Loans totalling Ks. $5,937 wcrc sun<- A sum crf  I&. 8,942 w w  paid by 
tione4 in O~tober, I y6 und hhr tl, the firm during Mwch-April, 
1957 which wcrc rcpnynhlr in five 1y60 ~ O W U I J ~ :  u purt of the 
cqustcd annual instalmcnts corn- intcrcst accrued on the l w s ;  
mencinp: from the third anniversary no repayment of principal has 
of the dim of pltymmt of thc loans- been made so fur. 
intcrcst being reckoned at 4-1i2 pcr 
cent. 

The firm executed a hypothecation 
deed plcdgmg their assets, existing 
os well as those to be created therc- 
after, to tht President of India. The 
deed was Iater mriscd in Junc, 1959 
to the effect that the mated 
by the firm after the payment of the 
loans would be a sccond charge 
against Govcrnmcnt loans. 

Government gave the firm a mora- 
torium in June, 1g61 upto Mnrch, 
1961, but no further payments 
have k n  made by the firm 
Th e  total amount outstanding- 
for recavery from the firm at the 
end of March, 1964 was) 
Rs. I ,04,oz6-principal (Rs . 85,907 
and interest (Rs. 18,1 rg). 

bans totalling Rs. 46,548 were rrmc- As agaiust a total amount cf 
tbd in Feb., 1956 and November, Rs. 49,833 due as principal and 
rsg which were repayable in five berest m on 31M March, 1964, 
s r p r s t e d ~ ~  corn- zh+ f i r m ~ ~ a ~ o f  



b. 7,99,981 were paid during D.xcm- Out of a total rn Wnt of Rs. 2,9615 'i! kr, 1954 to August, 1959, repayable due for rcpoymmt cm 8t 
in 11 auatcd instalmento com- January, 1y63 toward- principal 

and m t a u t .  the firm actualh mutcinCf fr& the third annivclwrry 
,of the b s b u r m t  of the l o w  (rate 
d intcmt 41 pcr cent). 

The Im wcrc paid to the finn on the 
mcuri of their airtin$ avets lonhk . 5 Ankhs and of assets worth 
about Rs. 8 l a b  to be aquircd for 
the expansion of the~r  factory oftcr 
&ifring it from Bombay to 1:nriLi;l- 
bad. 

In mdciitian, Government ullotted to 
the firm r plot measuring 4 actcs in 
the industrial a m  and seven plots 
mfioruring 3'47 in the residential 
area adjoining the industrial area, 
in Fclridabd, and also constmctcd a 
factory building end six rsidcntid 

Urtefs on thc plots ac~mrding to 7-1 t c firm's plan nnd specification, at 
fiwnuncnt cost (Rs. 3.16 Imkhs 
ma egainst IL. 2-50 1- anticipated 
odghally at thc time of sanction in 
April, 1954). 

The firm were to pay rent of the land 
and buildings for at Iimt five years, 
at q per mt on cmt of lmnd and de- 
velopment, and 5 )  per cent on m t  
of buildiryt~-the firm having the 
opt- to purchrac m y  timt during 
this p a i d  or thercafux I d  at 
frs morket yalac d buildings 
st their derreciatcd vlrlut Tht 

repaid Rs. 08,645 only. O& 
representation made by them in 
February, 1963, Government 
agreed as a s w a l  case that the 
firm ~nsterd of mlking lump 
sum payment every yoar, should 
piiv nn mount of Rs. IO,OOO 
cvcry month, to covcr the equated 
instalments of loans falling due 
from time to time as also a pan 
of arrears of loans, No. written 
ugrcemcnt was. however, conclu- 
ded with the firm in this respect. 
Under this nmngunent, a sum of 
Rq. 1.20 IlikhS was a~llcctcd during 
a period of m e  and a half yean 
Up to 31St h S  t ,  1964, 
upainat b. I ~ 8 0  e khs due. The 
principal and interest which were 
overdue for recovery from the 
firm us on 3rst August, rg6j 
under the original terms of 
repqnent  agreed upon at the time 
of sanction of the loans amounted 
to Ks. 1-24 l ~ k h s  and Rs. 1.03 
laWls mpcctively. 

The balance sheet of the firm as 
oa 30th June, r g 6 j  disclosed an 
aca~mulatcd loss of Rs. I -50 
lakhs. 



It WOI~ noticed thrt the numbtr of 
mwkcrs in tht anplay of the 
firm even in Octoher, 1959. 
i. r., 34 after tho ptad~-  
tiun had rurtcd, war 185 whch 
includcd I Z Z  displaced persons. 
The purpsc for which the loan 
and other M i t i c s  ware given to 
the firm hrvt thw been achkvod 
only paltially. 

( 1  ) Dogra Steel Ind~cstries. Foridahad. 

6.36. l+re Committee enquired about the preaent position of re 
coveries due from the h g r o  Steel Industries, Faridabad. The re- 
presentative of the Mi:;istry stated that the firm had been defaulting 
in their payments. The law Minietty waa comulted in thc mrtter 
and a plaint was under preparation in thrt Mini~W,  and it would 
be Rlcd very shortlv in the  Court. The Committee enquired an to 
why the deed was rev& in June, 1959. The witness atatcd that 
the deed was revised In June, 1959. as the firm wanted to expand 
and wanted some more Capital to be raised. They could do this only 
if the first charge of Government atleast against the new machinery 
was waived; otherwise nobody would be prcpttred to advance mow,. 
to this Am. C;ovtnment after consulting Ministries of Law and 
Finance agreed that there was no harm in doing that SKI long as 
their charge against the machinery already existing was secured. 

5.37. In reply to a question, the witness stated that (hvernment 
was justiAed in giving this conceosion as otherwise they would have 
h.d to f~o-c l rue  at that stage. It wac not then clear whether Cov- 
ernmerit should take the rnetter to the Court. If they ware allowed 
to expand, there was a chance of the money coming back to GQV- 
ernmen t. 

5.38. In reply to a question, the witness stated that it was not 
that they were not in a position to pay. It was a question of their 
profits not being enough to make the full payment after meeting 
tbclr expease~. Givro time they would certainly be able to pay. 
Now Govrrnrrrent had taken a decision to take them to the Cour' 
because they were convlnud that the firm did not intend to pay. 
rCn(Aii) LS-5. 



5.39. The Commltte snquimd whether it wm undcnrbod t b t  
tbe Ewarnment would supply them the raw matctirrlr md 
them the nnmuary import licence. The witness stated that, 
in the matter of grunt nf impart licanct, indurtrtrrl licences. or ioans 
or any kind of transactions. Government would never promire any 
n w  materhs. 

3.10. The Commit- dwlrcd to knnw what were the =sets of this 
A n n  at prenmt as against their hypathecat~on to the Central Gov- 
ernment The witness stated that according to thc firm's balance- 
aheot of lW3-64, machinery as per last balance shwt was Ks 3.48.000 - 
addition during the year Rs. 15,MH)/- total Rs. 3,433.000'- less depre- 
ciation b. 35,00/- the net amets would be Rs. 3,28,000 -. It was 
the cxpectatlnn of Government that thcv would be able to realise 
the mancy in Tull if thev file a sult. 

5.41. The Committee nrc surprincd and cannot undmtmnd .a to 
why this detry in filinll: the suit when the Covcmmmt h n  -i- 
dercd that the party has no intention to pay. 

The Committee may he informed whether the d t  for the re- 
cwcry of the rmaunt of loon due from the Dogra Steel Indulrtrics 
Fertdshrd hnq since been fllcd in the Court and the malt thereof. 

(2) Fandabad lrrdr~st rial & Quarrying Co . Ltd. 

3.42, The Committee e:lquired the present position of the Farlda- 
bad Tndustrid nnd Qliatrrying Companv Ltd. The witness stated 
that the Dcpartmcnt of Company Law had Issued a notice to this 
cwnpang on the ground that thev had not paid up the+ instalmmts 
to the Ministry of Industry, in respect of their loan. Subsquent 
to this, there seem& to h ~ v e  been some negotiations between the 
Deptt. OF Company Law Administration and the Companv and they 
were now reor~aniaing the Compmy and on the basis of that, the 
Department of Company Law Administration had withdrawn their 
notlce. He added that the Department of Industry hfd sought the 
advice of the Ministry of Law and a legal notice to the firm was 
under issue. 

5.43. Tbe Comdttsc mag be infownad of tbt hvtbsr develop- 
msnb tn thb cus 

(8) l d i a ~  Hadwore Induatrics Ltd., Fatidabad 

5.44. The Committee enqulred what stqm Government proposed 
to take to recover the amount due from tht Indian Hardware 



. 
6l 

industtkr La, Fprzd.kd. Tbe witnm s t a t 6  that Gk,venament 
had further discrtssfm with the Company and they o p d  to 
instdmcnt payment of Rs. 10,0/ -  a month, They had been pnying 
far tba 3ast fhre months regularly and if they would continue, Gov* 
emmenth m o w  would be recovered rather tatlier. Authtr, tht 
Company had been made to understand that Government wauld 
not give anv further loophole for them but they would take the 
matter to the Court. % witness added that the loans had bsan 
given between 1951 and 1959 in varying amounts at simple interest 
and on 31st March, 1965 the interest due was Rs 1,11.000/-. 

5.45. In reply to a question, t he  witness stated that out of a total 
amount of Rs 2.96 lakhs due for repavmcnt by the Compnv rls on 
8th January, 1983, the Arm had actuallv paid Rs. 88.645 f -  but 
nothing was paid as interest till 1983 This amount of Rs. 88,W/- 
was aclju~lted against the principal and not against the interest. 

5.46. The Committee enquired whether there was arrears of rent 
due from the Arm for the land and buildings allotted to them. The 
witness stated that the rent had been paid regularly and the 
ownership of the land and buildings still vested in Government. 

5.47. The Cmmit te t  desire to be informed of the latest posi'ian 
regarding the recovery of amounts due from the Indian Hardware 
industries, Faridabad. 

h n s  to Small Scale and Cottage Industries in Delhi-parn 106, 
pages 149150. 

5.48 Assistance to small-scale industrial units in Delhi by way 
of loans for the promotion and development; of existing industries 
as well as for the establishment of new industrial units is given 
through the Delhi Administration. The following points came to 
notice of Audit during a test-check of the accounts of these loam:- 
(a) Defaults in repcryment of h w :  

5.49. (i) Loans aggregating Rs. 89-48 la'& were disbursed 
during 195253 to 198263. The extent oZ defaults in repayment of 



loans u on 3lst October, 1964 w u  as foWws:- 

yarfnwbkh No. of hmamt Amamt No. uf defiuhcm 
bsnr warn pOid bvrcer rfirktrrod due for and pmouslt due 

rcawery 
No. Amauat 

5.W. (if) Out of the 738 cases of default, 313 cases were referred 
to the Collector for recovery as arrears of land revenue, after a 
lapee of 2 to 4 yean from the dates of default. while the remaining 
4W cases had not yet been referred to him at aH (October, 1964). 

5.51. In a number of cases the whereabouts of the defaulters 
wcre mported to be untraceable. The cases had however, been 
referred to the Collector ,for recovery. 

5.52. The Department mformed Audit in December, 1M that 
"the number of defaulters can be reduced if the units of the loanees 
were inspected at regular Intervals my once in 6 months. But the 
number of ,innpectors being Ave and that of the loanees being 2237, 
it has not been possible to pursue any effective programme of 
regular inspections of the loanee units, artisans, etc." 

5.58, The Committee enquired whether the Ministry were satis- 
Aed with the working of the Small Scale Industries Units in Delhi 
to whom loans were sanctioned through-the Delhi Administration. 
The witness stated that the number of defaulters had come down 
from 758 to 939 and the amount had came down from Rs. 4.51.000 
to Itr. 2,47,000. The usual revenue recovery procedure was being 
adopted in recalcitant cases. Delhi Administration had inspectors 
and inspections of outstanding cases were being carried out regu- 
larly. 12 loanees who disappeared without leaving their addresses 
were now located and 4 of them had actually paid their dues also. 

5.51. In reply to a question, the witness stated that about IZW 
more cases had occurred since 1st October, 1964 involving an 
,amount of about Rs. 1 lakh and this was al#, overdue, 



(b) Non-receipt of Utittsation Certificates 

3.M. Each loanee is required to furnish to the Dirextor of Tndus- 
tries, within three months of the receipt of the loan, a certificate 
specifying that the loan has been utilised for the purpose for which 
it' was sanctioned. The inspectorate staff of the Director of Indus- 
tries is also required to ensure. by scrutiny of the accounts of the 
l o a n m ,  the proper utillsation of the loans. No consolidated record 
w a s  being maintained to watch the timelv receipt of the utiUsation 
certificates or subrnissian of the inspection reports by the ir,spector- 
rbe staff. A test check of 52 cases, where loans were granted from 
March, 1956 to March, 1962 brought out the following position: 

No. of Amount Remarks 
cases of loan 

granted 

Rs. 
21 95.000 No utilisation certificates were furnished by the loanees 

nor were the factories inspected by the inspectorate 
staff. 

7 I 5,000 Loances neither submitted the utilisation certificates 
nor produced vouchers on being contacted by the 
inspectorate staff. 

7 8,500 Though utilisation certificates were furnished by the 
loancecs, their correctness could not be verified by the 
inspectoratc staff due to the non-production of the 
accounts by the loanees. 

12 2 I ,500 The factories had either closed down or shifted to 
unknown places without submitting the utilisation 
certificates. 

5 17,300 Reports of the inspectorate staff contained vague rc- 
marks about utilisation of loans, e.g., "stated to have 
been utiliscd" etc. 

5.57. The Department has explained (December. 1984) that the 
"omissions are attributable to deficient supervision over the utilisa- 
tion of loans due to paucity of staff'. 

5.58. In evidence the Committee were informed that out of 21 
cases, utilisation had since been veriAed,in respect of 7 caaes. The 
other 14 cases had been referred to the collector for recovery. The 



rtranpthenhg of tht SqxtWmte had ken uLcn in had. The 
DtW State CZavernrnent had aet up a study team sad they hIid 
rre(~~snmded an incream in the strength by a b u t  10 inspectors 
and they were taking ateps in that d~rection. 

RbO, Tbs Commtttrre feel ttut u* utiliutfocr ccrt i lk8ks art 
received in t h e  m a d  the 11updomts stall of tbt Director d idus- 
Wsr rubmittad Inspection Reports rcgaluly, thc Corremmcnt will 
not be mbb to know whether the moaey bas been u t i W  for the 
porporc for which i t  war advanced The Cornmittcc are surprised 
how ruth an unwtisfactory situation was allowed to continue for 
such bag h e .  They t w t  th.1 steps would be taken to ensure 
that utilfsatlon c~rtifiretcc art furnished by tht loanter in time and 
tbey ere properly ncmtinirrod. 



MWISTRY OF IRON AND STEEL 

Iron and Steel Equalisation Fund-para 74, page 96, Audit Rcport 
(Ctml) 1985 

6.1. The Receipts and Payments Account of the Fund for the 
year 1963-64 and its Balance Sheet ns on 31st March. 1964 are 
produced in Appendix XI1 of this Report 

A summary of the transactions for the four vears ending Blst 
March, 1964 is given below: 

( I n  crorcs of rupees) --- __^ _ _--_ " --__I. I-_ I-. ._ . -..... --1 

Receipts Puymcnts Cash 
balance 
at the end 
of the 
yurr. 

The closing cash balance of the Fund includes unallocated 
receipts amounting to Rs. 14.39 lakhs, which have been treated as 
"deposits" pending allocation; out of this amount, receipts amount- 
ing to Rs. 9.32 lakhs have remained unallocated from periods prior 
to 1m3-64. 

6.2. After considering the report of the Committee, which 
examined the existing system of control on iron and steel arid sub- 
mitted its report in October, 1963, Government announced, on the 
29th February, 1964: 

(a) the removal of the statutory control over the price of 
bulk of the steel production; and 



(b) the appointment of a Joint Plant Committee for the phn- 
ning anti programming of steel indents, constituted with 
Iron & Steel Controlhr as the Chairman and one repre- 
sentative from each Plant and the Railway Mfnistry. 

(c) the maintenance of a Freight EquiWtion Fund by the 
Joint PI.n t Comrni ttee. 

Government also dec~ded that there would be no new ttansac- 
tions to the Iron and Steal Equalisation Fund with effect from 1st 
March, 1964, other than those resulting from the previous transac- 
tions, the possibil~ty of routing imports of steel through the 
Mineral and Metal Trading Corporation or through the Joint Plant 
Committee, we6 also stated to be under consideration. 

The+ Jomt Plant Comm~ttm actually started functionmg only 
wlh atdct from 1st August, 1964 The manner In which the trens- 
actions relat~ng to the perrod 1st March. 19fM to 31st July. 1964 are 
to be adjusted st111 rcmarns unscttlcd 

Gvvernmcnt's dccis~otl on the proposal to canalise the imports 
of iron and steel material through o single agency has not yet been 
f i n a l i d ,  in the meantime, the Iron Rc Steel Controller continues 
to arrange import o f  steel. 

Balance Sheet 

6.3. (a) Sundry Debtors: The outstandings against 'Sundry 
Debtors' amounted to Rs. 10.86.25 lakhs as on 31st March, 1@64 as 
against Rs. 7,2752 lakhs as on 31st March, 1963. A year-wise analysis 
of  this figure is given below: - 

(In lakhs of rupees) 

Year to which the uutstmduyls m a i n  Amounts 



The dues fall bnsldlg under the following categories:- 

(ii) Dues bgainw rc-rollus . . 2rg-86 

(lii) Surcharge on imported steel . . 147.76 

(iv) Dues from controlled stockists. 3'60 

(v) Sundry dues . 6.m 

( i )  Stt~chatge from the main Producers (R*. 708.83 takhs):-The 
amounts which accrued to the Fund on account of surcharge pnvable 
by the main producers and thc amounts realised during the yenr, 
were as follows:- 

Balance due Additions Amount Balance 
on 1st April, during realiscd due on 

1963 the yenr during 31st 
ended the year March 

1 963 -64 1964 

(In crores of Rupees) 

Private Sector . - 4 '51  8-07 8.27 4'31 

The amount of Rs. 7.09 crores is stated to have been reduced to 
Rs. 1.36 crores as at the end of November, 1964. 

(ii) Dues against re-rollers (Rs. 219.86 lakhs) .-The dues repreent 
recoveries on account of surcharge and revaluation of stock on 
different dates as a result of increases in the statutory selling prices. 
The bulk of this amount is due from four re-rollers, of which one 
firm alone owes Rs. 170.88 lakhs, the claims against whom are stated 
to be covered by firm's counter-claims. In respect of another re- 
roller against whom an amount of Rs. 20.90 lakhs was outstanding 
as on Slot March, 1964 and who had been permitted by the Iron md 
S t 4  C J o n t d k  in August, 1963 to make repayments in ifistalments 
of Rs. 40,000 per month, it was noticed that there were considerable 



delays in preferring claim bills as rhown blow:-- 

Period of transaction8 Amuunr Claim prefetfcd 
involved in 

(in hkhs 
~ p - 1  

1960 . 3.83 st*. to Dcc., 1963 & March, 1g6q. 
ratJanua~y,1961 to24thOct.  1962 . I I .72 March, I*. 
1962 and 1963. 0.42 April and July, rw. 

I t  haa been stated (Deceniber. 1064) l hat thc amount of Rs. 20.90 
lakhs due against the firm as on 31st March, 1964, has since been 
reduced to R8. 16.26 lakhs against wh~ch  the counter-claims of the 
Arm amount to Rs. 8.29 hkhs A demand notice fur the iecovery of 
the entire amount in lump sum is also stated t o  have been w u e d  to 
the Arm ~n January. 1965. 

( r u )  Surcharge un zrnportecl srtw4 ( R s  1.17 76 iolclls).-The itmounts 
pending ~~~~~~~~ry from J l l ~ p o l . ~ ( a ~ s  o f  s:ccl on acmun: of surcharge on 
imported steel a! thc end of 1963-64 showed an lncrcase of Rs. 41.76 
lakhs over that at  the of 1962-63 which stood at Rs. 106 lakhs. 
The increase is stated to br due to ~nclusion of fresh surcharge cases 
arising out of new contracts placed and also to ~ncreasc in the quan- 
tum of surchnrgc as a result of incrcasc in  the controlled column I 
prices. 

The dues arc outstanding against fifty-seven firms. and include 
Rs. 76.93 lakhs relating to the period 195869 to 1962-63. The number 
of f i rms which owc Rs. 5 lakhs and over is ten; the dues against a 
firm dealings with wlmn had been commented upon in Para 55 of 
the Central ( C ~ v i l )  Audlt Report. 1960. and its three other allied 
Arms, alone account for Rs. 56.24 lakhs. 

(iv) Amounts due from contr&d stockists (Rs. 3.60 lakhs) .- 
This includes an amount of Rs. 2.07 lakhs relating to the period from 
1952-53 to 1962-63, of which three cases involving Rs. 1.65 lakhs arp 
sub-jtrdice. 

(v) Sundw dues (Rs. 6.20 Zakhs) .-The outstandings at the end of 
196384 include an amount of Rs. 6.04 lakhs relating to 1QS58 re- 
cwerable from the Metal and Steel Factary, Ishapore--a Govern- 



ment ordnance factory. The factory is stat& to have p d m e d  
counter-claims of Rc. 36.76 lakhs against the Department, of which 
Rs. 275 lakhs only have been settled so far (February, 1965) and 
adjusted against the dues of Rs. 6.04 lakhs. 

6.4. (B) Amounts Due but not billed fo-.-Besides, 811 estimated 
amount of Rs. 483.77 lakhs was also ou:standtng for recovery, in res- 
pect of whi-h the claim bills had not yet been issucd to the parties 
concerned by the Iron and Steel Controller. The charges which 
relate to the period prior to 1962-63 amount to Rs. 4 lakhs in respect 
of which claim bills are stated (December, 1964) to have sincc been 
issued. 

6.5. The Committee referred to the decis~on taken by the Minis- 
t ry  regarding the suspensicr~~ of transactions relating to thc Fund 
Trom 1st March, 1964 and desired to know how much of the outstand- 
i n g ~  had been cleared since the decision was taken. Thc Secretary, 
Department of Iron & Steel stated that on the 31st March, 1964 the 
amount shown outstanding from the main producers was approxima- 
tely Rs. 7 crores. By 31st December, 1965 the entire amount was 
recovered. 

6.6. The Price & Accounts Officer of the office of the Iron & Steel 
Controller added that In respect of bills issued between 1st April* 
1964 and 31st December, 1965, the outstandings against the main 
producers were Rs. 2.02 crores as on 31st December, 1965. Clarifying 
the pos~tion, it was explained by Audit that only claims billed uptu 
31st March, 1964, z.e., for Hs. 7.08 crores had been paid and and not that 
all arrears had been cleared. The witness confirmed the position and 
stated that there were plenty of old claims relating to Tatas which 
had not been reconciled. Some of them related to 1949-43 and the 
amount involved was roughly about Rs. 14 crores. Asked when these 
would be finalised, the witness stated that the Ministry wanted an 
ad b c  settlement of the case but ultimately it was decided not to 
have it. The Ministry claimed an amount of Rs. 1.80 crore and the 
Tatas wanted to pay Rs. 1 crore. The Ministry wanted an ad hoc 
settlement at Rs. 1.40 crores. The Tatas had made a payment of Rs. 1 
crore. The witness explained that in this case the vouchers apart 
from being thousands in number were so ancient that the figures 
were not easily decipherable and as such the Ministry had proposed 
an ad hoe settlement. The final view of the Govenment was, hr ... - 



ever, not to have it settled that way but to reconstruct the vouchers 
and to arrive at the exact figure. 

6.7. As regards dues outstanding against rerollem, aa on 31st 
March, 1964 against an amount of Rs. 219 lakhs roughly, the amount 
ouUtMciing at the end of December, 1965 was Rs. 32.88 lakhs. 

The amount outstilndtny on 1st January. 1966 in regard to the 
rurcharge on imported steel was Rs. 103.97 lakhs as agaiwt Rs. 147.76 
l a b  outstrnding cm 31st March. 1064. Explaining the reasons for 
the substantla1 outs:and~ng under this head. the witnes; stated that 
ull the partles against whom dues were outstanding claimed that ?hr :; 
had equal amounts to recover from the Government and therefore 
thcy were reluctant to pay. Asked why arrears had accumulated in  
regard to any particular year so far as the claims regarding the sub- 
sidy were concerned, the w~tness explained that before the cla~ms of 
the partles wcrr admttted they were required to furnish documents to 
subartantiate them and the parties took considerable time to prodl~cc 
the documents. There were plenty of cla~mb: pendlng for a long time 
which could nat be ndm~tted for want to sufficient documents from the 
claimants I t  was also stated In evidence that for the adjustment of 
the pending cla~rns, n spcc~al Cornmlttee was appointed on 30th August, 
1965 with full  powers of the C;wcrnment to take ad Iwc decisions 
across the table The Comm ttce held nine s~tt lngs and had cleared 
321 bills so far The witness f'urther added that till the claims were 
ndmitted thcy were not shown in the balance sheet af the fund. The 
Price and Accounts O l k e r  stated that the estimated liability and 
assets were shown in the balance shect at  page 224 of the Audit Re- 
port. The heed "amount outstanding but not billed for" was on the 
assets side whil? the amount of Rs. 10.95 crores, shown against the 
head" far which credit notes have not ken issued" reflecM the 
liability far all reasons includ ng liability on account of estimated 
subsidy. The Comn~ittee were informed by Audit In evidmce that on 
81st March, 1965 the corresponding Bgure of liability was about 
Rs. 6.50 crores o'f which the import mbsidv was Rs. 1.75 c m .  

tL8. The Committee were informed that all the bills had been 
issued in mpect of the caes hown under the head 'amount out tad-  
icxg but not billed for', in the  balance sheet at page 224 of Audft 
Report (Civil), 1965. Out of the sum oi Rs. 483.77 lakhs shown under 
this head, a olran ef 3ia. 470.38 lakhs related to the period ot 196344 



and a sum of Rs. 4 laths dated to the period prior to 1962-6& Th8 
breakup of: the figure was:- 

. 4 17- 

. 53,- 
Rs. 49 ldths 
Rs. rW,ooo 

Rtplaining the system of granting subsidy and recovery of sur- 
chuge on imported steel, the representative of the Ministry stated 
that in these cases where the price of imported steel was lower as 
compared to the controlled price at which it was sold in India, the 
importer was allowed, apart from the actual cost of steel purchased, 
a certain amount for handling charges, commission etc. The importer 
charged Indian controlled price for supplying thc imported steel 
from parties whom supplies were made as directed by the Steel 
Controller. This price could sometimes be higher than the price at 
which he had imported the steel plus his own commission. In other 
caqes it could be lower. If the importer had realised more than he 
had to pay the differences to Government. On the other hand, where 
the imported price was higher but he had realised Icss, Government 
had to pay him a subsidy. It was the normal rule that a bank 
guarantee was obtained from the importer to safeguard the recovery 
of the surcharge. But there had been one or two cases where there 
had been some omission to obtain bank guarantce but it was r.ot a deli- 
berate exception but a mistake. It had occurred because of the lack 
of co-ordination between the different sections in the Steel control- 
ler's ofRce and because of not following the proper procedure. 

6.9. The Committee desired to know whether the mistakes of not 
taking bank guarantee were committed in respect of all the flrms 
or particularly the big firms. The witness stated that the mistake 
was committed not in respect of two or three firms but over a period 
i.e., 1958j195911960. At that time, the procedure was very defective. 
Letter orders were issued first and the cantract was concluded subs- 
quently. In many cases the provision of surcharge or bank guarantee 
was not mentioned in the letter order. The mistake had occurred 
in almost all the cases of 60 parties. 

Explaining the reasons for not recovering the dues, the witness 
stated that although it was not covered by bank guarantees in most 
of the cases it wae covered by counter claim of subsidy. Asked why 
the liability wes n3t settled since 19% the witness stated that the 
documentation on the baais of which these Qairna couid be admitted 
had been incomplete. h e  Secretary of the Ministry had suggested 



tlu apointmdnt d a Committw, w b m  Audit would be rep-ted 
for coming to e decision on old outstanding caws. Thir was rrrat 
agreed to by the C. & A. G. Therefore, the Minidry appointed a HSgh 
Powered Commfttee of thelr own with the Iron & Steel Controller 
as the Chairman and the Ministq of Finance repmsented on ~t to 
examine the validity of the claims. This Commfttee had examined 
300 cases but 100 cares had again been returned by Audit. In reply 
to a question the witness agreed that 10 years were too long a period 
for not settling the dues and stated that even though the Committee 
appointed by the Ministry were willing to waive certain documents, 
the Audit did not accept it and unltsa Audit a m ,  payments could 
not be made. The witness stated that the only way out was to 
appoint a Joint Committee where all parties were represented and 
claims wwe either accep!ed or rejected. There was no use Govern- 
ment setting up a Commfttee ff  ultimately the claim was not admitted 
in Audit. Some decision was to be taken in regard to documentation. 
The Secretary of the Ministry further felt that the Committee which 
at present comprised of the representativm of the Ministry of I m  
dr Steel, Ministry of Finance and the Price and Accounts OfIlcer 
would become very effective if Audit could be as'iwiated with It 

6.10. The Comptroller and Auditor General a t  this stage pointed 
out that Audit could not take executive responsibility for Govern- 
ment's a-tion. But i f  Government wanted to finish the work and 
to take responsibility the Auditor General could aftrce to a post- 
audit. Thc Secretary of the Ministry stated. "I would certainlv take 
the responsibility because there is no use keeping the cases in our 
books pending for years. I t  is no good to any body. Of course vou 
(Audit) have n right to criticise. But the onlv way is to take some 
ad law decisions which must be compromise decisions, because if the 
documents were there this trouble would not have been there.". 

6.11. Asked to explain the circumstances in which the mistakes 
were committed in not obt~fning bank guarantee and what actim, 
if any, was taken on the person responsible, the representative of the 
Ministxy read out the following:- 

"The amount of bank guarantee to be aqked for ic  determined 
after calculation of the surcharge value recoverable from 
the importers and this used to be done in steel control 
bv a section dffferent from that responsible for issuing 
the contract. Then the customs clearance permit to 
allow clearances of the imported material through cus- 
toms was being issued by a third section. Durfng those 
days, on acceptance of the offer. a letter order used to be 



issued in the fhst iastance, fdlowed by a formal emrp 
tutce of tender. There was a sectionel order issued on 
the 5th December, 1959. stipulating the action to be taken 
by the surcharge section on the receipt of a letter of 
order fo r  watching the r e i p t  of bank guarantees and 
to follow up recovery action in respect of contracts in- 
volving surcharges payable to Government. Unfortu- 
nately, in some cases, the letter orders did not provide 
for submission of bank guarantees and were also not 
endorsed to the surcharge section. There was nc) detail- 
ed procedure or instruction as to haw bank guarantees 
should be asked for or its receipt verified with the 
receipt in the surcharge section on acceptance of tendcr 
involving surcharge." 

6.12. He added, "So with these three or four sections being invol- 
ved. the difffcultv was, that if one Section failed to carry out its 
duties, the whole procedure went to pieces." He further added that 
defects in procedure were rectified in 1963 when a fresh set of orders 
were issued. He further conceded that the observance of their own 
offlce order by the Steel Controllor's ofRce was not verv strict. 

6.18. Asked to explain the difficulty in settling dues from rerollers 
one of whom alone owed Rs. 170.88 lakhs, the witness stated that the 
present outstanding was Rs. 9 lakhs which would also be adjusted 
very shortly against a counter-claim of the Arm to the extent of 
Rs. 33 lakhs which had been admitted by Audit. 

In these cases. the witness added, if the firms had equal or large 
claim on Government they treated it as a kind of adjustment and 
since Government also took a long time to settle the firm's claim, 
the dues remained on both sides. The Committee pointed out that 
under the system, people were encouraged to make some claims 
against Government so that they could hold up Government's money. 
Admitting that sometimes these claims were exaggerated the witness 
stated that if Government settled the claims of Arms against them 
quickly they could also enforce their own claims qufckly. 

6.14. Adverting to  the delay in preferring bills in this case, the 
witness added that the price extras which were payable for certain 
sections were Axed only after the r-rt of the Tarifl' Commission 
(to whom a reference was made) was received and because of this 
there was an accumulatton of arrears from 1957 onwards in compil- 
ing the Agures  for about four ;years. 



6.16. Tbe Cammittee regret to okavve thcl for a long time the 
Ministry were not alive to the necessity d ti&t&g up the adminis- 
trative machinery as a remult of which arrears want on accumulating. 
It is rurprising that m e  of the arrears are more than a decade old- 
during which period no serious effort ssems to haw - made to 
evolve a better system. Accordins to evidence there was no detailed 
p d u m  or imtruction an to how bank gwmnteea should be asked 
for md tbdr  receipt verifhd on acceptance of a t-der. There was 
virtually no co-ardlnatian between the different sections in tbe a c e  
of the Iron and Steel Controller which issued the contracts which 
determined the bank guarantee and which issued the cumtoms clear- 
ance permit. The Departmental order of 1%9 waa not oaly inads. 
qmte but it was never &en a fair trial either for the Committee find 
that many letter orders were issued which did not provide f w  sub- 
mission 4 bank guarantee and them were inataacem where the letter 
orders wan not endorsed to the Surebarge Section also. There were 
as many as 101 caws subsequent to the humwe of the order of 1859 
(which stipula4ed a bank guarantee) where dtber the bade gunrantee 
wm not obtained or they were not furnilbed by the parties when 
they were called upon to do so. It is all the more surprising that Jt 
took w u l y  5 ymn for the Mlnirtry to locate the loopholes, in the 
administrative order and an amendment thereto was issued only in 
l96a. 

6.17. The mtwt.1 conrequance of all these was that the Ministry 
at a later date found them~clvss in a helpless position to edtect re- 
covery d arrears be- bjther tbe doCPrnenf8 were not available or 
l u f d  were not adsquats and even after ten years the Ministry 
hare to mrry a hugs back leg 4 m r s .  

&la The Committee feel that thr, Mini.- rlnald appdnt a da- 
putmemtal Committee to go into tbo dstJt d the admW&atfrs 



6.19. As r s f v d s  the clearance of a rmrs ,  in view of the fact &at 
the C & A. C. h n  agreed to do post Audit instead of pre-audit the 
Committee hope that the High Powered Committee would now be 
able to move quickly in the matter and liquidate the arrears without 
any further dday. 

6.20. The Committee also notice that, by and large, a practice has 
developed when the Brms do not make any payment to Government, 
if tbey have any claim on Government and this delays the settlement 
of costs. The Committee feel that Government should try to dater- 
mine the claims of the firms early so that they are also able to pursue 
their own claims with promptit& In any case, the Ministry should 
consider the feasibility af introducing suitable provisions in the rules 
for laying down a time limit by which the firm should prefer their 
claims complete with all papers and documents and also a time limit 
by which a final decision should be taken by the Iron & Steel 
controller. 

Joint Plant Committee 

6.21. The Committee pointed out that the Joint Plant Committee 
had taken over the functions of acceping and planning of indents. 
only on 1st August, 1964, but it had assumed responsibility for 
freight equalisation adjustment with effect from 1st March, 1964. They 
desired to know whether Government had considered the question 
of recovery from the J.P.C. an appropriate amount for the work done 
by the Iron & Steel Controller during the period 1-3-1964 to 31-7-64. 
The witness explained that upto 1st March, 1964 i t  was the responsi- 
bility of the Iron & Steel Controller td look after price Axation, sub- 
sidy etc. It was decided by Government that from 1st March, 1964, 
the work relating to decontrolled categories should be handed over to 
J9.C. The JPC. started doing certain portion of the work which it 
was to do eventually, but it could not take over certain other potrion 
of the work as i t  had to recruit staff, shettle procedure etc. During 
tw period the Iron & Steel Controller continued to perform the 
duties and the JPC was ready to take over the duties only on 1st 
August, 1964. The JPIJ recovered a very small amount of surcharge 
during this period. But for Freight Equalisation they (JPC) did not 
recover anything because ultimately Freight Equalisation had to be 
adjusted with the main producers. He added that probably the JPC 
had charged annas eight or Re. 1 per tonne as surcharge for the 
rsr(Aii)L§-$. 



prupowrd -0ttw cxpcnrar and if thrg had charged 8 hfgb 
rum which would enable them to collmt a certain amount of money 
in this period, the surcharge had to k reduced in future so that JPC 
might not have large sums remaining with them on account of 
sdmfnfstrativc costs recovered from the consumers. He further stated 
that since Govt. itself had set up this body which could not get into 
its stride for n few months, it would not have been correct for the 
Govt. to recover any money from the J.P.C. Askd under which 
account a sum of nboul Rs. 2.70 crorcs rcctrvered by JPC during this 
period was shown, the witness stated that i t  must be on account of 
frcighl equalrsat~r~n which was at!endcd to by JPC since 1st March, 
1964. Hc oddc.1 that  this probably related to outstanding transactions 
prior to 1-3-1964. 

In reply to a question the witness stated that the amount of Rs. 64 
r r o r r s  which was lying in the Public Account of India was already a 
part of the Consolidated Fund It wns not the intention to continue 
its separate existence as a fund for any length of time. He however 
afpecd to check up the position. 

6.22. From a note furnirhcd by the Mini.i4ry, the Committee find 
that the qucstion of merging the balance in the Steel Equalisation 
Fund with tha Consolidated Fund of ltrdia is still under consideration. 
They would like to be informed of the decision taken in the matter. 

6.23. The Committee then enquired whether the Ministry had 
exumined a recommendation made earlier by the PAC, that the Joint 
Plnt~t Committee should tw put on ;r statutory basis. The represen- 
tative of thc Ministry statcd that they are seized of the matter. The 
hlinixtr? of Law h:id pointcad out sonre difRculties in constitut.ng JPC 
into a statutory body and the Ministry were examining whether as 
an alternative the organisation could be constituted into a company 
with a w r y  nominal share capital of one rupee each. 

6.24. The witness statccl 'hat the producers had fixed a price and 
out of that price they were collecting one rupee per tonne to m-1 
thcir own administrnttvc cspcnditurr and paying tt to JPC which 
was thcir own voluntary cvgnnisation. He further contended that 
instead of charging Re. 1 pcr tonne, if the Committee of producelu, 
had decided to raise the announced prices of decontrolled items by 
one rupee i n  each category and then internally kept back 8 or 12 
annas for the administration of this office, the semblance of a cess 
would not have been there. The producers welp directed to fix the 
price in such a manner that first they should make u p  their mind as 
to what should be the proper price for the producers and they could 
then realise something more to pay for the cost df running this 



rgnabation. He further added that under a systam of decontml, the 
producers could charge any price for the decontsolkd items and tp 

&at case i t  would not be called a tax. 

8.s. The Committee pointed out that the organisation had the 
patronage of the Govt. for the Iron and Steel Controller was the 
Chairman, and thc Ministry determined thc amount nnd the mode 
of collection of the money and people were bound to pay it. ~ h o u g h  
not called s tas, the collrc'lon of money hnd all the ingredients of a 
tax. When pointed out by the Committee that even though not a 
legal body, JPC was collecing huge amounts of money, the  witness 
stated that the Ministry of Law had suggested that it would bc highly 
cumbrous to const tute it Into n statutory body and a cimplcr course 
of attaining the  objective would be to form it into n company. The 
Committee pointed out that it would have been a different matter if 
it was a voluntary organisation of the producers. But the Ministry 
was playing a very important role and people were subjected to a 
compulsory payment under the advice of or with the approval of thr  
Government. The witness further added "We had never liked the 
idea of a company for this. That was why it had taken such a long 
time to make up our minds as to what to do. We would have prefer- 
r rd  some kind of n board like Tea Board or the Coffee Board or some- 
thing l i ke  that, but we were advised that under the Essential Com- 
modities Act the formatron of such a board would be improper; the 
Law Ministry said that if we wanted a thing like that, we should 
bring forward a Bill in Parliament as we could not do it under the 
Essential Commodities Act, because in their opinion it was improper 
to do it in that manner." The Committee pointed out that there could 
be no difficulty in having a separate act of the Parliarneat on this sub- 
ject, if necessary. In  reply to a question the witness stated that at 
the present moment J.P.C. was not a statutory body. On enquiring 
whcther the J.P.C had been set up under the Iron and Steel Control 
Order, the witness stated that they had been advised that such a body 
a u l d  not be validly created under the Iron and Steel Order and that 
what had been done was not quite correct. Asked why the Ministry 
h ~ d  taken a long time to replarise the matter the witness stated that 
w e n  though they were advised to t o m  it into a company, it did not 
seem to them to be a satisfactory form. Justifying the formation of 
the J.P.C. the w i t n w  stated that it was a deliberate decision of the 
Govt. to decontrol the price. Government could have allowed the 
main producers of steel to Ar any price and devise any system for 
distribution, they liked. But Govt. felt that to do such a thing imme- 
diately might produce somewhat chaotic conditions in the market 
m d  so they allowed the producere voluntarily to form themsel- 



into a p u p ,  so that tbe rbch rhfne cuuld be done in an orderly 
maum. !l'he prodaam found that fn older to hurctian in an otder1f 
manner they would have to have same staff and in orQr to meet the. 
cost of the Staff the J.P.C. on behalf of producers included an element 
in the price. When pointed out by the Committee that the amount 
that the J b h t  Plant Committee wm collecting war far jn excess of 
tbe requirement of payment d staff, the witness stated that JPC on 
an advice from the Ministry had decided to reduce the charges. 

6.21. Tbe Committee would lib to reiterate their earlier ream- 
mrwadrtioa mado in para 35 d tbeir 89th Report (Third LnL Snbba) 
40 pat J.P.C. on a statutory footing. Tbay feel that the pmcnt 
atator d tbis Commitbe b qasstiomble because according to legal 
opinion mcb a Committee cannot be created under the Iron an& 
Steel Control Order. Even then the said Committee iq collecting am 
rmaunt whlcb is far in exrms of the requirement for payment to t h e  
rtall and the burden d wblcb b ulthnatcly falling on the eonsumen 

6.11. Tbe assbciation of the h n  and Steel Controller with that 
Commitbe hu further cnafad an anomaly in the sense that the 
mid Committee virtually enjoys the authority and protection of tbe 
QcrPs?ament. Tbe amount it collects has the characteristics of 8 
levy and yet the mannt  w, c0Uacted docs not form part of C o e d -  
dated F'und of India. expenditure therefrom is not audited by the 
C&A.G. and thus it b not aecountabb to Parliament. The right 
b collect an amount which has all the characteristics of a cess by 
nn organiutian whom status is legally not viable without the soac- 
aon of the Parlfunent creates an anachronism of peculiar natura 
The Committee us srvprtsed that the Ministry of Law had advised 
the Minlstry d Iron and Steel to constitute 3.P.C into a company. 
For the W t e d  povposs for whicb the J.P.C. has been created, 
company form of management is least suitable. Moreever, in t h e  
opinion of the Committee authority to collect a compulsory chug6 
uspmes the colour of a tax, by whatever name d l e d ,  and hence it 
&odd not be entrusted to a company form of organisation, the Law 
Xhhtrfr opinion net withstanding. The Committee me of the 
view that tbe bat solution to thb problem would be to place the 
J.P.C.. on a statutory footing as orighaUy recommended by Yb6 
PAC 

D d u ~  in recovery of surcharge-para 75, page 100 

6.28. On 3rd June, 1061 the Iron and Steel ControUer placed am 
order om a Ann far the mpply of 1,3n tons of MS. flab at r takl 



ccwt of R a  W hldu. In terms of the contract the firm w u  te 
-ve payment fot the co@t of statee as fallow8:-- 

(i) at the amtrolled (column 1) priaea from the c0Mm 
other than Railways, 

(ii) at the controlled prices or the landed cost, whichever 
was higher, in the case of Railway consignees. 

The firm was required 10 pay a surcharge to the Iron and Steel 
Equalisation Fund equal to the excess of the price so realised over 
the price at the contracted rate. 

6.29. A bank guarantee to cover the payment of surcharge was 
aiso required to be furnished by the A r m  immediately but they 
failed to do so. Despite this failure, customs clearance permikr 
were issucd to the firrn tn secure release of the material at Calcutta 
Port during September, 1961. A provisional bill for the payment 
of surcharge amounting to Rs. 1.12,810 was preferred against the 
firm only in July, 1962, i.e., about 10 months after the arrival of 
the material. The amount still (July. 1964) remain9 unrealised 
even after a lapse of two years. 

8.30. It was noticed that the performance bond for Rs. 26,570 
representing 3 per cent of the value of the contract which the firm 
had furnished for the satisfactory performance of the contract had 
also been released in March, 1962 beforc the assessment of the sur- 
charge payable by the firm was made. The Iron and Steel Control- 
ler has stated (June, 1964) that the firm has submitted a consolidat- 
ed case of dues to and from the Government and that a special cell 
hns I %'n :;e: up for examining all the casts concerning them for 
arriving at a final position in this regard. 

6.31. The Committee desired to know whether dues had been 
recovered from the firm and responsibilitv was fixed in regard to 
the various lapses in this case. The Committee were told that the 
amount that was due from this firm was recovered by adjustments 
against certain claims of a sister firm of the same group of com- 
panies. Explaining the delay of 10 months in linking the claims, 
the Price and Account OERcer, stated that according to the then 
procedure a letter order had to be issued first which was to be 
followed by a contract. In this particular case the letter order did 
not make any provision for necovery of surcharge or for getting a 
bank guarantee. The copy of the letter order was also not given 
to the Surcharge Section for preferring the surcharge bill. The 
mistake was committed not only in respect of the !hn in question 
but also in respect of different contractors. Asked how the perform- 
ance bond was released before the receipt of mucharge amount, tb. 



rrltaasrst8tedYft.houfdrtdt6rvtbanrelea+cdbccaorc(be~ 
bod failed in terms of the contract. The pcrLa-c@ bond should' 
not have been r e h a d  that way. But if then was a bank guarab- 
tee the surcharge is covered by that". When pointed out by tbc 
Committee that in this case the bank guarantee was not taken, the 
witness stated that the Purchase Section which took the perform- 
ance bond and the Surcharge Section which took the bank paran- 
tee did not co-ordinate their work. The Purchase Section released 
the performance bond without making a cross check whether bank 
guarantee had been taken. Asked if the Committee would be 
right in its imprcssslon that there were too many sections in the 
Oface of the Iran and Steel Controller and that there was no co- 
ordination between them, the Secretary, Ministry of Iron and Steel 
stated. "That was posttlon then". He further added that to rectify 
the position an order was issurd in 1963 which was as follows:- 

"Ekforc the letter order/acceptance of tender is issued, the 
draft will be wnt to the Import Subsidy Section for cal- 
culation of surcharge. if any. The Import Subsidy See- 
tion w ~ l l  calculate the approximate amount of surcharge 
plus 10 pcr cent and return the file to thc Purchase 
*ction within two days. The letter order/acceptancc of 
tender will then be issued with the specific stipulation 
that the handling agents will not be allowed to clear the  
material unless the bank guarantee is furnished by them 
and that they would be solely responsible for any demur- 
rage, rental, damage or loss that may be incurred due to 
delay in furnishing bank guarantee resulting in delay in 
issuing the customs clearance permit. The handling 
agents will return within two days from the date of, 
receipt of the duplicate copy of the letter ordcr/accept- 
ance of tender duly signed by them, along with an 
application for import licence showing the value for which 
the licence is to be issued to the Purchase Section, who 
will forward the application to the Steel Import Control 
Section or the Regional Omce of Iron and Steel Cantroller, 
Bornbay nr Madras 8 s  the cases may be, immediately." 

At the instance of the Committee the witness read out the earlier 
order which was as follows:- 

"Letter to the importer asking him to furnish guarantee 
should issue on the day the letter order is received or on 
the next working day. The fact of non-receipt of bank 
guarantee within three days as required by letter order 
should be reported to the Purchase Section on the F o d  

8 .  day promptly." 



The aftneg added that in this cme, unfortunstely, the letter 
aadEI. did not provide for surcharge o r  bank guarantee and a copy of 
this was also not seat to the Purchase Section. 

632. The Committee pointed out that though the orders were 
already there it was a failure of human system and not of the admi- 
nistrative system. In reply to a question the witness stated that 
there was a machinery to ensure that the importer of steel sup 
plied the imported goods at  the landed cost. However, sometimes 
some types of irregularities by importers in sale of imported mate- 
rial do occur and they took action on receipt of complaint. How- 
ever, the Ministry were now trying to arrange all imports through 
M.M.T.C. 

6.33. The Committee desired to know whether Government had 
examined and taken decision regarding the claims and counter 
claims of this firm which had submitted a consolidated case of dues 
to and from Government and for consideration of which a cell was 
created. The Secretary of the Ministry stated that according to the 
conclusion arrived at  by the cell, the firm was told that it owed to 
the Government a sum of Rs. 25 to 27 lakhs. The firm did not agree 
and wanted that the whole matter might be referred to arbitration. 
Since arbitration was likelv to take a long time a High Powered 
Committee was appointed by Government on the 30th August, 1965. 
This Committee was yet to take up the case of firm 'A'. The Iron 
and Steel Controller stated that they had taken a decision not to deal 
with this firm hereafter. The Secretary of the Ministry added, "I 
agree with you that they (the Committee) should have taken up this 
firm first but I do not think that they were trying to show special 
favours to them." 

6.34. The Committee cannot resist the feeling that tho party 
secured for itself a favoured treatment from the Office of the Iron 
and Steel Controller where for reasons unknown, all rules and regu- 
lations were set at naught and the Government machinery seemed 
to have worked more to uphold the interest of the party than that 
of the Government. The successive events relating to this case, 
depict the following serious lapses:- 

(i) The letter order in this case strangely enough excluded 
the vital provisions of recovery of surcharge. 

(ii) Copy of the letter order was not endorsed to Surcharge 
Section for recovery of surcharge. 

(iii) Tbe firm did not furnish any bank guarantee not being 
provided in the letter order though otherwise provided 
in the rules, and the Iron and Steel Controller did not 



(k) Even wben a Committee was appointed in 1965 to look 
inlo these cuss, the case d Ana 'A' was ma4 d e t r d  
daspite tbc fret that it waa .ecolrntrhlc for m a y  bpmr 
and .Irro fa 35 per cent d the total mtstandiag .mount. 

(v) The irryularjty/£avcnu &own to this partidnr flrm nu 
brtmght to tbe notice of the Dspartxneat through an Audit 
p y .  in lam. 

9.35. En the fucc of all tbcse facts the Chmmittcc find the argu- 
m e n t ~  af the Ministry that the stalemate had arisen bccaww of 
lack of coordination between the diffcmrrt brunches of the OfTscc of 
tho lrfm m d  S h l  Controller and that no special favour wm shown 
k, thjn Arm sr utrronvinring. It i\ inroncdvabb that multiple 
l e p m  should occur only in tht+ r n w  of rr particular firm W h i k  
the Cummittme note with arrtiafaction the dccirion of the Iron and 
S:sc*l Controtlcr not to hove any clczaling~ with (hi* ti rm in future. 
they would very u l  ronglp urge that r thortrngh invcstign tion n h d d  
bcr made into this c w  for tbc var60u.s l a p *  at different stages and 
that tbc delinquent &riala ahould t~ dcnlt with suihbly. The 
Committee would like to be infonncd of the action taken in thh 
matter. 

6.36. In Mtrrch, 1960 the Iron and Stcvl Contro1lc.r I S S I I P ~  :) *tbnder 
cnqulry for thr- import of 4,708 10:ig tons of mlld sttar.1 s ! ~ c * t . ! ~  f.*r the 
Posts ntld T d  tbgr nphs 1)t~pnrtmcnt. Tenders opened on 25th Vap. 
1960. w w c  vnlld for arccptitncc till 10th June. 1960 ''-fie i : l \  -tat;on 
to t t .ndcn i-~rct r ~ f l n  s1:puin!c.d "ulrirn:i:c :cr~s~lti S I I ~ V , - - - ~ ( ;  : I 3'2 
tons per squ:rre inch Elongation on 8"' gauge length 20 mbr c w t  to 
29 per cent". The lc)wc*st and !he swtrnd lowest offcrs werc3 A. g:vell 
below: - 

Name of the firm Pr ie s  quoted in SpcciGca~ons as re- 
dollar pard5 elongiition 

'A' . . 191.327 to 19(5-8611 .93 per DIN 1623 
!inclusive of corn- which specifia only 
mission). the minimum elon- 

gatinn as zoo; 



(LSI.ThaodhrwahcoaadaradbytheImElrPdsteeAControll(~ 
aa 6th June, 1960 in conailt8tion with the ind~lrtor (the Gcncml 
-, Post und Telegraph W o ~ k s b o p ) ,  urd were found accepb 
able subject to confinnation from their foreign principals that the 
range of elongation would be "minimum 20 per cent and moximum 
23 per cent." No conAnnation in this respect was sought fmm 
these fhns, but Ann 'A' furnished this confknation on  8th Junet, 
1960, and on the same day, the indentor advised the Iran and Steel 
Controller to place a contract on Arm 'A' on the ground that Arnr 
'B' had "failed t o  produce" the requisite confirmation. The Iron 
and Steel Controller placed a contract on Arm 'A' on 20th June. 1960. 

6.38. It has been noticed 111 this  connection thot: -- 

I : )  I'hc D r-c.ct~w General. I n d ~ a  Starts Dcpartmiwt, London 
dw.td on 9th August. 1'W) th:~t ~nspcct~on would 1)e 
made with reference to 20 per cent minimum elongation 
only without a n v  reference t o  "23 I)er cctn! or rniixinrum"; 

( i ~ )  Dunrig a t l ~ s t . ~ l w o n  with the Indmtor in .July, 1980 the 
rcprth:ic.ntr.itn.t. ( t i  firm 'A '  cor~!irn~(*d thiit "tht~rr. w ~ s  no 
scope for tt'ct~ng maximum limit according to  standard 
speclfiva~ion"; and 

It would thus appear tha t  t he  speafication offc?rr~i by 
A r m  'B' could have rnct the requirements and that by 
ignoring the cheaper offer quoted by that firm, Govern- 
ment had to Incur an extra expenditilre of over Rs. 7 
lakhs. 

6.39 The Committee desired tcr  know why confirmation was not 
obtained from firm 'B' when it was specifically delided on the 6th 
June, 1960 to obtain such conffrmatmn. The witness explained that 
the tenders where opened on the 6th June, 1960. The specification ar 
grven in the invitation to tender required that the elongation should 
be a minimum of 20 per cent and a maximum of 23 per cent. Neither 
the lower nor the higher tenderers mentioned the maximum elonga- 
tion though the f i r m  accepted the minimum. The offen were open 
d y  till thc 10th June, 1960. Both the firms were approached 



b ~ t h r t t b s ~ u m d o n p t b n w o u M I l u , k ~ t o  
after a dircurSon wm held betwwm tbe P. Ir T. Deptt. and tbe Pur- 
chaw! Offwen of the Iron and Steel Cantroller. One firm gave this 
mnfirrmtfon on the 8th June, 1960 and the other firm f a h l  to do so, 
Therelore, the witnc-r addmi. in consultation with the indentor, it 
w u  decided that the order should be placed on the tirat firm which 
had given cnndrmation in respect of the maximum elongation and 
the ccmtract war given on the 8th June. 1960. Asked whether the 
other firm was conault~d. thc wltnewi stated that stthough not re- 
corded on the Ale, tho firm w t w  npproachcd and ardcrs were placed 
on the firm which 5ti r.f ;)!r.l :!w rnnxlmum elnngation smce the Inden- 
tor at that 1:rn.l w.11 * 11:. if,(* rnaxtmum elongatron conditron. 
Ile also ocldt. i tt~.c' th,. ' rn r,:i J .  fig rrDwer ratrs had never complained 
that ht* had bwn r . ~ t h c  r tg~~or(v! or by passed 

6.42. The witness stated that the supplicr firm wmttd a relaxat~on 
and that was ngrecd to in consultation with the indentor. He, how- 
ever, stated that the main paint u70s whether both A m  were given 
an opportunity to confirm that they accepted the maximum elonga- 
tion. Their information was, although it was not on record, that 
both were asked. The Iran & Steel Controller informed the Committee 
that the P. & T. Board wanted that this material should be supplied 



urgently in this crst. The rep~esentative of P. 6 T. Board read 
out tbe foIImring note recorded In their iUm: 

"Ihe case was discussed with Mr.-----A&stant h n  an& 
Steel Controller in his oiace on 8th June, 1960. AGM(P) 
sent me to discuss the matter with Mr.- . ft is 
known from Mr. that Messrs (Firm 'B') have 
failed to produce their principal's confirmation on the 
elongation range. Only Messrs (Firm 'A') have confirmed 
that the sheets will be within the range of elongation 
20-23 per cent They have also conRrmed shipment from 
September 

Under the circumstances the offer of (Firm 'A') is worth con- 
sideration if found suitnblt. in all rcspecta bv the Trnn ~ n d  
Steel Controller." 

6.43. The C n m m ~ t t c ~  dcs~red to know thc reasons why on 19th 
August, 1960 the spet~ficat~cln was changed to 20 minirnum and 25 
maximum. while on June 6. 1960. the rrquircnierits were 20 minimum 
and 23 maximum. The representative of the P. & T. Board stated 
that they were wtser after the event. He added that some tests 
were conducted after June and bcforc August. 1960 with rcgard to 
some Japanese stcc.1 sheets lhtaitw.i by thcrn. It was found that 
from the manufacturing point of view the minimum elongation was 
more important. The Commlttcc rclfcmcd to lcttcr No. CMW-P/15/7, 
dated 19th August, 1960 from thc C;criernl Mnnagcr, P. & T. Work- 
shops to Iron & Steel Controller and copy to Messrs (Firm 'A') and 
pointed out that an unusual step was taken by the P. & T. Board os i t  
was not customary for indentor to write to the supplier for arnend- 
ment of a clause. The rcprescntative of the P. & T. Board stated 
that the letter was issued to the Iron & Sterl Controller and a copy 
thereof was sent to the A r m  and the Iron & Steel Controller could 
have taken action if he felt that he could get cheaper price. 

6.44. In reply to  a question the  Committee were inlormed that 
the case was referred to pollce jointly by the P. & T. Board and the 
Iron & Steel Controller in August, 1965. The Committee desired to 
know the grounds for referring the matter to police. The represen- 
tative of the P. & T. Board stated that emanating out of an audit para, 
the notings on the Ales of the General Manager, Workshops were 
gone into and it gave rise to  doubts. One of the reasons for causing 
the investigation was that on 20th July, 1960 the A.G.M.. (Pur- 
chase) had recommended the cancellation of the German offer if 
they were not able to supply the sheets of the required elongation. 
The A.G.M. had s u g p t e d  that a fresh tender enquiry with revised 
specifications might be resorted to. 



446. Tbe Coacral hblmgar* Wotkibopl h8d mid tb8t tba rpsctb. 
c.aU~~rhouldbeFcbaxrmiasdudnwl#dtncioaarrltotionwitbtb 
N e t i d  Mskllurgkal Laboratory d other technical advice which 
mfeht be! W i l y  wailable from reputed mpauficturerr. But thir 
W r  of the C.M. darted UHh July, 1960, was not conveyed by his sub- 
ordinate oftleen to the Iron and Svcel Controller. No action was 
*en an the orders of the Cicneral Manager. 

6.46. The P. k T. Deptt wanted to find out why the orders were 
not conveyed. wht-thr.r t h v e  was a case nf rtutlafide or not After 
e dlacvssion bctwrcn the Secretaries of the Ministries of Communi- 
cattons and the Dcptt of Imn 8. Steel f t  was felt that the matter 
might be placed bvfore C.B.I. for investigotron and it was referred to 
them on 21st August, 1965. 7 % ~  cxplanatilm of the concerned per- 
sons for not transmitting the ordvrs of G.M was taken. The papers 
wcrcb handed aver to the C B.1 In Octobcr. 1965 The Committee 
pointed out that the plea of urgency whwh was advanced earlier 
tn this case was not srrr;tainrd because thc* General Manager was 
pmparrd to await for frcrsh tenders and fresh offers. The repre- 
entat ive of Itw Dcptt. of Ircm & S t 4  stnted that an ttpm was given 
priority i f  1 1  was so d c s ~ r ~ d  bv the ~ndentor. 

(1.47. From evidc*src* the Comnrittet- find that a chain of events 
had wcurred in this r u w  which cannot rule out the pos4hility of a 
cuilusion between thc firm rrnd Ihc ofirinla. The scqurncc of c\.ents 
WHS a s  follows: 

( i )  The tc*ndcr. were invited but the offer waa not according 
to the tc-rma of the tender. 

(ii) The pertivs u-carp 1-crhnlly asked to confirm. 
(iii) Tht* party quoling highcr r a t e  gave the confirmation 

while there was nothing on record to show that the second 
party was coneultd. 

( iv)  The order was placed with the party quo tin^ high rates 
and latar on relaxation was given a s  regard5 thc spccifica- 
Uoas of the material which was asked for by tbe party. 

(v) Even when the relaxation was agreed to the implications 
of the relaxation were never examined. 

(vi) The P. & T. B a u d  rcsortd to an unusual practice of in- 
forming the pa* about the amendment of clause of a 
contract entsred into by tbo Iron and S t d  Csntrdler. 

(vfi) Even when the A.G.M. had suggested that a fresh bndar 
snqPirl, might be clrlled for with the revised rpctiIIerrtinr, 
11 rru mot pat into .IFect; .ad 



( . J i f ) T b P . & T . B o u d r r s r s ~ r ) l L M a t t b e w t s t r b o P t  
theme qmci&atbm ol tbe mated& Bat in nctaaal prac- 
tice the element of muimum dotaptiom did not redy 
mean madr bemuss subseqacntly they climbed down to 8 

b- - 
S k c  the matter h.d already beon nferred to C.B.I. for vsrl&r- 

tkn, tbe Committee would like to be informed d tbe findings and 
#be d a m  taken thereon. 



MINISTRY OF MINES AND NWi'ALS 

Coal purchnva tyl the major ports, para 124, p. 163-64 Audit Report 
(Ctoil) , 1965 

7.1. 'fhc Publ~r  Accounts Curnmittee in paragraph 20 of their 5th 
Reprxt (1963-64) (Thlrd Ll~k  S ,~ t~ha)  commented upon the unwirnti- 
fit and irratrunul system o f  griirirng and pricmg of coal in the 
collii*r~r s and druw uttent:on trr the In s 1-krly tn be entailed on 
coi:sun~crb who had no arrarl;cmcnts fur conducting a 7  i-Jr-mtlcnt 
anelys~s. 

7.2. A n-view oi the practlcc. obtn~nrng in the major porb has 
conilrrn4 the npprch(*nsior c.:ipr.~.i..sc.ti by thv Comn11t:w as indicated 
beltrw : -- 

(a) A t  tirc Cirlcutt:, P<,I t nrrrcngemcnt was made for the f ist  
t~tnr. durrng I!HiJ ($4  f , ~ r  samplr tcstmg of coal in the 
Govc~rnn~cwt l'c,.t I:t)usc and the question whether 
sultnhlc dccliictrc~n :.hr~uld be made in caws of deviation 
from thc spccific,r:ron:i is statcd t : ~  bc under ccrnsiderntion 
(No\*embcr, 196 1). 

(b) At Romhny, whcrc ct~iil vnlucd at Rs. 13 lakhs was 
purchased during 1963-64, the quality and gmdc of coal 
rcceived from I!>r* colllc.rics were not tcstc~I to  ascertain 
whether thcy conformed to the spccificati:~ns required. 
The Bomhny Port T r ~ t s t  mthoritics haw stated that in 
their opinion, s.:c?~ t rsfs  arc. not necessary as the grade3 
of CORI, dctermi~wt? ;xftcx inspwtions nnd tcws nranged by 
the Coitl Cont rnlicr. :II c mvariabiy e n d o r 4  on the Railway 
Receipts whrn t h  c d  is despatched and the field staff 
of the Bornbny PLII t Trust are able to iclt~ntify the quality 
of coal by visual itirpection. 

(c) At Visskhapntnnm Part, where the annual purchases were 
valued at more than Rs. 11 lakhs during 193344, there as! 
no arrangements for testing the specifications of the 4 
supplies arranged by the Coal Controller. 



(d) Modras uni Cochfn Porb obtain their supp1it.s through 
tbe Southern Rdiway without conducting any i n d e m  
dent tests of their own. 

(e) At Kandla Port, whrre coal valued a t  Rs. 1.41 lakhs w u  
purchased during 1963-64, the Port au:hortt~es depend 
upon the grading of cnllieries as determimd by the Cod 
Controller, Calci~tta and no independent scientific test is 
carried out. 

7.3. The Ministry of Stcbel u t ~ d  Mlncs hold the view that "the 
grade given by the Coal R;larc! rcprescnts what the grade of coal 
loaded bv a particular collwry is cspectcd to be according to the 
technical assessment made by thc Board". They have further stnted 
(January, 1965) that it war, clnrrficd by them as early as February, 
1954 that a consumer could romc to an arrangement with the calli- 
cries for payment on the basis oi the actual quality of crllil rcceivcd. 
They propose to t2ke steps to bring this position again to  the notice 
of all important consumers. 

7.4. The Committee mvited the attention of the Chairman of the 
Coal Board, to a note submitted by the Ministry to the Committee 
in Apr~l .  1965 wherein-it was stated that the grade given of coal 
coming from R particular colliery was expected to be ectwrding to 
the technical assessment made by the Board. It was open to the 
consumers to make their own arrangements for the analysis of the 
coal and to pay on the basis of the results of such malysis. The 
Cornm~ttee desired to  know how government ensured that hlgher 
prices were not charged by the collieries, for the coal purchased on 
the basis of grades fixed erroneously, from such of thr  cousumers as 
had no arrangements for independent analysis of coal snmplcs. The 
Chairman of the Coal Board stated that the Board fixcrl t h ~  grades 
of coal from time to time on the basis of sample results and since the 
grade could not be changed very quickly, the prices and grades would 
nnt always be very equal and closcly related to each other. In 
respect of coking coal going to steel plants there was a system of 
monthly sampling and the Board were trying to revise the grades 
almqst cvery month hut for non-cok'np: coal which was of a inferior 
"quality such efforts were not made. The ports were generally using 
coal of lower grades. Asked whether the frequency of the grading 
and sampling was increased in  respect of ports and railways, the 
witness stated that the Railway authorities were doing quite a lot 
of their own sampling while t h e  ports were not major consumers a~ 
compared to power houses, cement factories etc. and they were not 
doing their own testing. In reply to a question the witness stated that 



h cam tJm aml of pvUculu colliery w u  grdcd 'A' by thc Board 
but on a wbaequmt d y d s  done by the conrumbt' it was found 
b be of 3' grade, the consumer had to pay gnde 'A' pricc and there 
was no remedy for that particular consrgnment Smce the consumer 
kept on buying caal continuously, he could pay for the next consign- 
ment a c c o d n g  to a r e v i d  prim based on h ~ s  tests. The witness 
ttsted that if the consumer had any sgeement  with the colliery, h e  
could pay according to his awn Anding H the coal was of inferior 
quality but if he had no such a p r n m t  he had to pay the price fixed 
by the Coal Board 

7.5. The Cornm~twe pcmred out that there was no independent 
anlrngemcnt for gcttlng the coal testcd at the ports of Bombay. 
VioaWlapatnnrn and Kandla while the ports of Madras and Cochin 
obtnlntd their supply through Southern Rsllway without conducting 
m y  independent analysis. They deslred to know whether the 
Ministry could consider the continuance of the unsatisfactory position 
pstiflcd ow+-rh the clarification issued by the Mmistry of Steel 
and Mlnes in February, 1%4 that it was for thr  consumer to accept 
the coal ~ n d  to pay for it on the basts of an independent analysis. 
The reprcsent~ttve of the Mtrustry stated that as far as Cochin and 
Madras were concerned, they received their supplies through the 
,Southern Rallwev and the Railway Board had stated that the ana lys i~  
would be made at the destlnatlon, sheds. Bombay and KandIa ports 
hed not set up any arganisatmn for testing coal and they were 
cheeklng up the standard on the basis of visual inspection. The 
Committee invited the attention of the witness to sub-para (b) 
wherein the Bombay Part Trust had stated that such tests were not 
necemry and des~red to know whether the Ministry had satisfied 
themselves with such an explanation. The representative of the  
Mhistry of Tcensport stated that even though they had taken up 
the matter with the port trust. no replies had been received from 
them. 

7.6. In reply to a question. the Of!lciating Chairman. Calcutta 
Pwt Trust stet& that in 1963-64, for the first time, they introduced 
the system of testing. Prior to that there was no such system. The 
Cod Controller used to nomislate the parties and those parties used 
b aupply coal to them a t  the controlled rate. For the flmt time In 
1- they had invited open tenders and tested the coal supplied 
bo them. After testing, an the basis of the result, if the cod was 
Ycnmd mitable, then paymnta ann made ~ocordlng to the grade, * it uxAmllard rate. But they could not tahe many tesb and had 
b h a  in dl about IS kshr. Sevm testa were taken for Grade 1 fn 



which four wafh f d  to be kbvrr grade and three weme found d 
carPect gF.dd Eight -tsot were made for the rel- 'A' Cnde coal 
at the Nationol Gov-t Test House. Out of these eight tests, 
two were found of the correct grade and six of below grade. When 
the remit of the tests wos conveyed to the suppliers, they refused 
to accept the result. The suppliers pleaded thitt they had supplied 
the coal of correct grade. There was, thus, a dispute. As they could 
not function w:th)ut the supply c i f  coal, they had to come to some 
kind of campromise settlement and made an ad-hoc cut I I I  the year 
19g3-64. The witness further stated that in 1964-65. they again sought 
to impose this condition on the suppliers. The suppliers accepted 
it, but later thev raised A similar dispute. In the year 1964-65 they 
took out a larger number of tears 31 tests were made for Grade I 
coal. Only three cases w r e  found of t h r  correct grade and in 31 
cases supplies were found to be hclow gt ade For the Ciradc 'A' Coal. 
they took out 14 tests. Out o f  thcsc tests. five were of correct grade 
and nine were below grade. I n  thls yeat also (1964-65) thv $uppliers 
contested the results of the tests The suppliers contended that they 
had supplied coal of the correct grade whlch was accortlrr~g to the 
Coal Board grad;~tion A p ! n  there was n di*.puti. with thc supplier. 
In the current year. 196St?6 thry had impos~d this condition !>ut no  
party was prepared to come fqrward and accept this rondltion. Then, 
one partv was persuaded to supplv thr ronl. T h ~ s  pnrtv strpplled 
ml for three months and then withdrew Another partv h ~ d  come 
forward and i t  had accepted the codi t ion Thev had taken tests and 
:hc supplier had accepted the test and lor the lnst two or three 
months, the system appeared to h. working all right. The witness 
added that it was still to bc seen whether at the cnd of  the ycar, 
the suppl~er  would raise any dispute or not. 

7.7. In reply to a question, the witness stated that the :;uppliers 
did not agree to the imposition of the test result of one wagon on 
the other wagons. So. they were supposrd to check everv wagon 
and this was not possible. On the point there was a dispute with thc 
supplier. 

7s. The Comn~ttee pointed out that under the Coal Control Order, 
any dispute in regard to the application of the procedure or the 
d t s  of such rampling and analysis would be referred to the 3 a l  
Costroller whoae decision thereon would be final and bindmg on the 
d i e r y  owner and tbe aonsumcs. The Committee enquired whether 
the diogute waa refetred to the Coerl Controller. The Chairman, 
Calcutta Port Trust, stated that in 1963-64, they had disputes. They 
had referred the disputes to the Coal Controller. He p a w d  it on to 
% Gndind b a r d  of w&h he himself was the Chairman. It * . -  .,- , 
w (Aii) L C ? .  



7.9. The Committee enqulred if the supplier was not happy witb 
tiuj aampllng and testing by the government organisation then wbe  
thcr these two fact41 were referred to thc Coal Controller. The 
witnens stated that the* particular things were not referred but the 
entim dispute was referred to him. On the opinion given by tbc 
Coal Cirading Board, tJwy settled the d i s p ~ t e  with the suppisur. Be 
W h e r  stated that in future they would refer these t h i n p  also to the 
Cod Grading Board. 

7.10, In reply kr a question the witness stated that they dld not 
pay higher price of coal to cdliery owner ps stipulated in the Coql 
Control Order that in addition to the pnce fixed (Control price) 
every colliery owner should be paid higher pnce where in pursurrnp 
d an agreement between hrm and the consumer, the gm& of the 
cool supplied was detcrn~~ned by sampling and analysis qt desti- 
nation in accordancw with the procedure laid down by Wye~nment 
in thb behalf. Ha added that on the other hand, they were rscover- 
ing from the suppliers the cost of testing (& 50 per wnple). 

7.11. The Commrttee enquired whether this arrangement of 
scientific analysis could be recommended to other Ports in the light 
of the experience gained by the Calcutta Port. The Chairman, 
CdcutM Port Trust, stated that they could not draw thrp c~pclusion 
from the experience SO far gained in the laqt 2-3 yean thqt tlqs step! 

be recommended to all polts fvr all the time. The q~ppli ty 
bad $pen contqatipg qnd the flpw of supplies got elldlr5ngwed The. 
witness added that in a port like Calcutta if they did not get t,w, 
supply of coal, the work at the port might come to a standstill. In 
lsQC65, they ibund that a gregt majority of ma1 suiap1iedp to them 
was of infezlor grade. As regalde the quality o$ ooal supp8ed during 
19fB-66, the witmm otated #rat a$ the end of July, lW3 he wuM. be 
able to give tke plt lon.  The 36cmtary. 1Deprr.trrrent 05 Thnspert, 
Shipping and Tourism aslrumd fke C-4- that U the experience 
of h l m t t a  port commemded itself, they wouM certainty aak the 
othm ports to ?onow suSa. 

7 4 4 5 9  *Y to a 9uas&ian * rn~#$ry, Qfgwp?$p.t Fc T9w 
port. Shipping and Tourism stated that the apprehe@~ of t& 



7.18. The Committee desired to know whether the Southern Rail- 
way sent the results of the analysis to the Madras port and Cochin 
port. The Chairman, Cochin Port h u s t ,  stated that they did not 
run their own Railways and as such their requirements of coal were 
extnmeIy little. They required coal only for a few of their vessels 
and some static machines. The witness added that they had accepted 
the grading laid down by the railways who soid the coal to them. It 
was not worth while for them to go in for any sampling or grading 
procedure as their requirements were so, small. 

The C h a i m n ,  Madras Port Trust, etated that the area of the 
Wadras Port was very limited and the quantity of coal that they 
qot wa$ very smqll. The railways supplied coal to them according 
t b  their own gradation. 

7.14. In reply to a question the Committee weqe informed by the 
represntptive of the Miqistry of Mines and Metap that a technical 
Committee had consic@red the recommendation ' of ' the Public 
Accounts C o d t t e e  regirdkg rev$iop of the system o[ rradi6i'ot 
c d a ~  and had submitted a $ e p t  in 1963. The matter was still under 
consideration and a decisidn 'as to &ether the' &lorific val"e is' to 
he, the, baa@ for  MciPg w no.( wwQ4 ht: t@m shortly. 



7.17. Tha Committee feel distressed by thh revelatio~ becrara 
under the existing system even wbsn coal b found to be of inferior 
yuality, the consumer has to pay at least for that consignment ac- 
cording to the superior grade Wigned by the Coal Board unless lm 
hati an agreement with the colliery to the contrary. In the face of 
them facts, the Committee fail to understand how the Bombay Port 
authorities can claim that the "visual inspectioris" which they are 
now conducthg arc adequate to ensure that supplies are according 
to apedfication. They are furlher surprised to be informed that 
Bombay Port authorities failed to furnish any explanation for their 
stand even when called upon to do so and that the Ministry did not 
take any further action in the matter. Since all the consumers are 
not likclp to have their own arrangements for tc- ing and for the 
sake of equity, it is csscntial that the testing done by the Coal Board 
for allocating grades should be done so carefully as to eliminate all 
posuibilitieu of mistakes and errors. In order to avoid such variations 
and disputes which result in compromise jmymonts being made by 
the contractors, the Committee f d  that the Coal Board should en- 
force the standards laid down for the allocation of the grades more 
strictly. They should also consider the feasibility of making frequent 
sample Lesb even in respect of the coal that is supplied to ports. 

7.18. The Committee hope that the Ministry win take an early 
decision on the recommendations of the Committee which was con- 
stitutod 4.0 consider the question of revising the sydem of grading af 
coal and whose report was submitted as early as in 1963. The Com- 
mittee also bow that Government will carefulty analyse the rtsultp 
of tests conducted at Calcutta P a t  to devise thdr hture policy 2p 
this regad. ( I )  - t~ 

Audit Report on the Accounts of the Cod Board for the 'Yea+ 196344- 
9 I 

t-'"I.tO. T%e Coal Board set !up under the Coal hBtncs fConservatfan 
Safety) act, IO52,4br Mc pupwe of lnaiafenanac of safety 4a 

r c o s l ~ l l f h e s d n d r o n s ~ o n  of cod, isfbn&l kthenof')duiceab 



of ucdse duty levied on all corl and coke raised/m~ufactured and 
dhig~tchcd from the collieries With effect from 8th June, 1961, 
Government ore plso levying an additional excise duty for financing 
the schexne of payment of subsidy on movement of coal/coke by the 
d-cum-sen route. 

7.20. A summary of Receipts and Payments under the main heads 
during 1962-63 and 19634 is given below: 
.r --- 

Receipts Payments 
19-453  196344 1962453 1 9 6 3 4  

(In lokhs of Rupees) (In lakhs of R U ~ )  - 
Opening Balance . 289.48 I 70 9 I Revenue Expenditure 

Administration of 
the Board 19.95 22.56 

Excise Duty received Grant of Stowing 
under Section I I. 405 -46 460.16 materials and 

other assistance 
etc. 

Loan from Govt. of Grant 211.0 290.15 
India . .  260-00 

Interest on Invest- 
ments. . 8.84 9.60 Loan . 1-79 - 

Repayment of Loan Other measures 
for purchase of connected with 
stowing plant 4-95 9-25 the Administra- 

tionofthcAct. 6.21 3-04 
Miscellaneous . 2.59 I .  35 Protective works I 5.68 20-49 

Contribution to 
Mining Research 
Station 0.00 8.25 

Assistance to 
Collieries handi- 
capped, by ad- 
verse factor, etc. 131 -61 I 59-99 

Misallaneous 2-26 0-83 

Capital expenditure 
Central Ropeway 
Schane 141.93 I3O.W 

Buildings for ofice 
accommodation 0.98 0-26 

Closing Balance 170'91 214'76 

TOTAL . 711-32 851'30 711.32 851.30 -- 



--- . .- -. I---- - --I_- --- --- -- 
The investments as at  the end of 1963-64 comprised: 

( i )  Rs. 160.00 lakhs in short term deposits; and 

( i i )  k. 60.64 lakhs in Government loans. 
7.22. The Committee desired to know why the issue of cheques 

was not restricted to the extent to which there was balance in the 
current account and the reasons for making payment aggregating to 
Rs. 93.62 lakhs to the parties on the last two days of the financial 
year. The Chainnan of the Coal Board stated the heavy issue of 
cheques was because the Board got the money from the Government 
towards the end of the year. Many assistance claims had been 
Analised and they were disbursed as the money became available. 

7.23. As regards the issuance of the cheques in excess of t h e  
amount available in the current account, the Chairman Coal Board 
stated "It was an oversight; we did not have a written agreement 
with the Bank." Asked whether any action was taken when the 
matter came to the notice of the Board, the Chairman, Coal Board 
stated "NO action has yet been taken." The Committee pointed out 
that the Bank might have even honoured the cheques but it was Lrery 
improper for a Government organisation to issue cheques on accounts 
w?\ich did no6have sufficient funds. 

ID 

7.24. The CaaYllJItttba taka a very serious view of the cheques 
having bssa h e d '  h fhjs cLse without any balance in the accounts 
of the Coal Board. The Committee feel that this appaus to have - 

- - 
"*?hem was an avefdrawal  of^^ an the current account with thh 

'State Bairlr of India, C'alcutta to the. m e  otR8.8 34 lakhs an 3r~t' March 
igQ, hut the cheqi~es were not acruany encashed nn that dare. 



Delcly in the recotmp of an irregrch.r payment, .&+a 2, page 2: 

7.25. In respect of assistance allowed to Bogra Seam d Setgfcm 
Colliery, on account of the gassy nature of mines, the recovery of 
en irregular payment of Rs. 14.654 made during FebruaryJuly, 1061 
for the two quartefs ended with June, 1961, is still awaited. The 
fmgular payment came to light in August, 1W and the Bmrd asked 
the colliery to refund the amount in September, 1964. 

7.26. The Cmthittee were told in evidence that after the receipt 
of the Audit Report, the Chaitman, Coal Board had taken up the 
matter with the Chief Inspector of Mines, who had stated that there 
was some mix up in his ofice because of which non-compliance of 
instructions which was partial, had not been reported earlier. The 
Chairman of Coal Board stated that since the Chief Inspector of 
Mines was not present it was not known why the first report was 
mvised subsequently and whether any action had been taken by him 
for the mistake committed. 

7.27. The Committee were informed by Audit that the colliery 
had since refunded the irregular payment. 

The Committee further understand from Audit that the Minf~try 
had stated that the Chld h a p e c k  of Mines reported in August, 
1964. that the colliety did not comply with his orders to introduce 
cap lamps before July, lgSl and h-e assistance was not payable 
b r  the ptiod to July, 1961. 

7.28. Assistanee amminting to Rs. 9-51 lakhs wm sanctioned by 
the E b d  in 1961163 ta ~~h (.North) &Ilibry Por t W  cutting 
w&k; &is rtreidaa& ~~ $6 pffooeat d tfie, actual expadf- 
ture to be incurred by the colliery and was based on the Woe Oi 
Rs. 135 per thousand &. quoted by the contractor to whom the 



work brd krsn cratrrubsl by ihe Edllcrg in NOW&&, iMb. The 
cuntzcrctor abamkad tbs work fll' October, lW1; t h e  the 
m i l b y  appointed another contractor for the execution of tbe work 
at the rata of &. leB jwr thowand eft. On thb  basis of the increase 
in the rat- the Board paid an extra agaistasce of Rs. 78,000 to the 
colliery. 

7.29. The grant of extra assistance to the colliery does not appear 
to be justified, as the extra colst incurred in the execution of the 
work could have been recovered by the colliery from the defaulting 
contractor by invoking the provision in the agreement with hun for 
the recovery of liquidated damages in the event of his failure to 
compkte the work. In reply to an audit enquiry, the Board has 
stated (December, 1964) that: 

"It was reported that no recovery of the extra cost from the 
defaulting contractor was possible because he had already 
drawn a large amount as advance from the colliery prior 
to the termination of the work." 

Government have now stated (March, 1985) that the I;.,ard 
proposes to issue a circular to all collieries advising them to take 
adequate security deposit from their contractors, which would be 
forfeited in the event of their failure to complete the work. 

7.30. The Colnrn~ttw were told in evidence that s t  that time there 
was no clause in the contract providing that any abandoned work was 
to be done at the cost of the original contractor. Explaining the 
system of granting assistance, the Chairman of the Coal Board 
stated that the collieries were paid assistance who assigned the work 
to their own contractors. In the coal fields labour was scarce, con- 
tractors were very few and some time the protective works against 
fire had to be done in a very great hurry as time could not be lost 
on such work. In this case the contractor failed to do the work and 
the job had to be awarded to the next lowest tenderer. The witness 
added that there was no particular loss to the Government because 
the work was done when the prices were higher p d  t?e original 
contractor had refused to do the job because of rise in prices. How- 
ever, if the original contractor had done the job, it would have been 
cheaper. In reply to a question as to how a collusion between the 
contractor and the colliery owners was avoided, the witness stated: 
"It is unnecessary to postdate collusion. Total number of them is 
so vsly small. We do have open tender and they have their sche- 
dule of rates. Wa have our own orncers on the tender Selettion 
Cammtttee". 



7.31. Hte also added that Board were trying to have a departmental 
~ ~ f a r d D l f a i g W s w o r L . l i l o m d i t # r p l d b e ~ a n l y i n  
ibhua wbetber the wark d be dow h p e r  depwhmmkJ1y. He 
felt tbat a WfW control of protection works would be better. In 
reply to a question the witnem sbted that the schedule of ratear was 
revised from time to time and the ntai, by and large, did not exceed 
more than flve per cent of the r c h e d ~  rates. He also added that 
the assistance given for protective work was on a uniform brrsis and 
for stowing it was on a quantity bsrsts. 

7.32. The Committee find that the losses suffered in this case was 
bemuse of mu!tipk lapses for which the administration .lone b to 
be blamed. 

It is surprising that the umrl practice of making a provision in 
the contract that in case a work is abandoned it should be completed 
at  the risk and cost of the original contractor was not followed in 
this ease and the contractor bad drawn a huge sum as advance from 
the colliery M o r e  the completion of the work and the authorities 
did not consider it worthwhile to safeguard their own posithi hy 
obtain in^ adequate security from the contractor as a rasdt of which 
recoveries could not be effected. 

The Committee would like to be informed of the results achieved 
by doing the work departmentally and progress made in regard to 
the introduction of any unified control over the protective work. 

Drawal of loans in Advance-payment of avoidable interest para 4 ,  
Page 3: 

7.33. Out of a loan of Rs. 4 crores sanctioned by the Government 
of India in May, 1963, for the Central Ropeways Scheme, carrying 
interest at 5 per cent, the Board drew a sum of Rs. 2 crores in July, 
1963. Of this Rs. 69 lakhs remained unutilised with the Board on 
31st March, 1964. 

It has been stated by the Board that the amount was retained 
for making an advance payment of R8. 60 lakhs to a contractor, 
which was to be made within a month of deposit of the security by 
the contractor. The security was deposited on 6th March, 1964, and 
the advance was also paid in May, 1964. The drawal of Rs. 60 lakhs 
much in advance of requirements has resulted in avoidable interest 
charges of Rs. 70,000 upto Februarg, 1964. 

7.34. The Committee desired to know the difltculty in drawing the 
amount of Rs. 60 lakhs from Government after tho contractor had 
actually deposited the security. money which would have. avoided 



tJu w#lolbyr PlCm- M umgoi *.m. The ch&mm, 
.Coal & u d d M  h ~ e , i h W W W s r i ~  WbYba.k&f~ 
~ E ~ w ~ w P  t b u ~ S k a d r l s a " l l l C 1 ~ ~  w&d I&- 
MCw rrltw n , p l ) O d . d w r d  " Y w B b W ~  - 
that antttkprtddn bat .YlibthWb?y :')lklt " a t  diBcuWes 
bdween the U8 Ub*@whwib 'M tfiC ' t z k h a   tie# at 
W- ~ ~ t h e ' ~ U i f D ~ ~ 3 t a n a ~  
brdr, &en a)r a delay al f a r  hnun'ths in dgfting the apement .  The 
Committee pointed out that the BWM"&' ha* benen J d b d  in 
drawing the money in advance if it was not pwdble to draw it 
WMn ahe month of the signing of the agreement. The witnese 
bt&ei4%hht Yhe & ~ h t  was inttb&d in short tetm deposit though 
there wm same loss of interest. In reply to a question the witness 
stated that the ropeways were intended for bmgrng send fmm the 
river r)amodiu to be given to collieries at Jharia prrobaMy free. He 
further added that there would be three ropeways and of these one 
w m  completed. It entarled a cast of 64 crores and was 19 milea in 

' length. Tho second ropeway which wm not completed would olbst nq. 74 crores ond ~t would have a length of about 44 miles. 'l'hc 
third one was being put up rn Raniganj area and rt would have 
length of 24 miles. The first ropemy wao camplead by about 25th 
December, lQS5 and trml runs were be:ng conducted. 

7.35. The Bihar Government had not given the licence for M e  
first ropeway as they wanted to have trials to And out wh-r the 
ropway would funct~on cni:wntl*: The Commlttcc. wcrr told that 
the imue of the notification granting the llcmce was only a question 
of a few dsvs. 

7.36. The Committee desired to know how the investments made 
on thee three ropeways was proposed to be recovered. The repre- 
Jentative of the Mihistry stated that the capital investment on these 
three ropeways would be d the order of Rs. '18.75 crores and it was 
anticipated that certain escalation claims to the extent of Rs. 2b 
crores would also be there because of rise in customs duty etc. Tbe 
total es 'hated cost for all the three ropeways would be d the; order 
of Rs. 21 crdrp or so. Th'ese rope'ways were being financed by the 
hvefirhent with the Idea that after they were put into operation 
there wo~11d be ;a spdcial levy on coal to repay the loan and to meet 
the opekatihg ch&li&s. It was a loan at present given to the Coal 
%AM 'k&li Was 'to 'be 'paid back by them in due course. At the 
instance oi the ~omrnit'tee the w~ilmess to hvnish fi@res of 
interest liability 4 foreign exchange sad htenwt on the invasLment 
so'%& made in mg&d to the thme central mpways .  

Ui.I\7.f'we Inforination is stin awaited. 



7.38. la view of the very h#vy amount of bmn (vk, ILrr ZL crores 
t ~ L M I w t h e ~ I ~ ~ b ~ < ; k v ~ ~ ~ ~ ~ m t t o ~ f j l l l l d ) J  
repayuwnt ef this b a n d  tb.deWbworked outtOrthbpntrpo# 
approximately) earmarked for 3 topways, the Commit ta~  wouM like 

7.39. The Committee :-re not convinced by the arguments advanced 
by t h  nprcsont.Vioe of thes Coal & d d  tn Qlb hse .  The retctrtion 
d ad%bt cdCWd b v c c ' ~ n ' ~ s ' W  Mag lb thsFa were ~ l y  ocn- 
sioa for doubt that the amount of Rs. 60 lakhs which'waa'te %e paid 
to the contractor within a month of his dcpo:iting the security money. 
would no: be avaibble within that period. Nbthtlyt was stahd ht- 
ing eutdence to subtaLtfa\e sa~& an wehenmioh. The anrour~t re- 
tdned m s  bcarhrg an intCre*t af 5 per ront wbich ef course, wau 
n e u t r a l i d  to some extent by short term ih~es.mmt.  The Cammit- 
t* fetl  'hat even the resultant 10,s could have bccu avoided if the 
Board instead af drawing the amoun: much in advance of the require- 
ment had done it a t  the proper time. The Committee hope that the 
IPmfd should in f u h r e  exercise better con-rol 011 their borrowings 
and avoid infructuous expenditure. 

7.40. At the instance of the Committee, the witness agreed to fur- 
nish a detailed statement showing: (a) the basis on which the amount 
of assistance given under the head "Assistance to collieries handi- 
capped b y  adverse factors etc." vide item E of the Statement of Re- 
ceipts and Expenditure of the Coal Board for the year ended 31st 
March, 1964 (Appendix XIII) was determined; (b) how it was veri- 
fied that the amount of money given as assistance was spent economi- 
cally and for the purpose far which it was given; (c) the names of 
the collieries to which assistance amounting to more than Rs. 2 
lakhs was given during the last three years i.e. 1962-63, 1963-64 and 
196465 and (d) a note showing the amount of arrears under Item 4 
of the statement of Receipts and Expenditure as am the last date tor 
1963-64 and whether the arrears had been cleared. 

7.41. The Committee regret to note *at the  stateneats hs9e hat 
been furnished. 



MINISTRY OF LABOUR, EMPLOYMENT & REHABILITATION 

(A) Paymats of compensation: 
8.1. (1) The fallowing amounts were paid as compensation and 

rehabilitation manta to displaced pemm from West Pakistan during 
and upk, the year 1963-64: 

(2) Rehabilitntion Grants . . I , I I  -46 60,62 .02 ---- ---- 
TOTAL . . 478.88 1,84,81-90 

--. ---- ,.- 

The figures of compensation include value of acquired evacuee 
properties transferred in kind, which amount to Rs. 262.62 lakhs and 
R.s 66,65.06 lakhs during and up to 1963-64, respectively. 

8.2. The total number of compensation applications pending with 
the Chief Settlement Commissioner's Organisation as on 31st 
March, 1964 was 2,962 out of a total of 5.05,517 received till that date, 
as against 3.799 outstanding as on 31st March, 1963 out of a total of 
6,05,103 received till that date. 

83. The liability of the Pool in respect of 19.291 cases which had 
been settled till 31st March. 1964 by issue of Statements of Accounts 
but which awaited utilisation by the persons concerned on that date 
is estimated as Rs. 3-23 crores. 

8.4. The Committee desired to know when the Ministry would 
expect to clear the *589 applications for compensation pending at the 

According to Audi t. 



&j of Septambei, 19CM'dt4li'tbe Chid 3ettIarrtmt CsmmiwPtd  
Org~nis~tion, The ChM Settlement Commissioner stated that the 

b.d *farmed the Public Accounts Committee last year that 
on 3lrt December, 1964. 1056 cases were pending with Government 
and these would be disposed of by the end of 1965-66. In June, 1965 
Government took a decision to condone the delay in the Wing of a p  
plicationo for compensation in 3,169 cases. The delay was condoned 
m the basis of a Press Note issued in November, 1963 wherein the 
displaced persons were advised to flle their applications for condona- 
tion of delay before 31st January, 1964. The question whether the 
delay should or should not be condoned in these cases was examined 
in consultation with the Ministry of Finance. In view of the fact 
that most of the applications were received from widows, minors, 
uneducated and illiterate persons. it  was decided that the delay in 
all these cases might be condoned on an ad hoc basis. Orders were 
issued to the Regional Settlement Commissioner to accept applica- 
tions for compensation from the claimants who had requested for 
condonation. The particulars of these persons were intimated to 
the Regional Settlement Commissioner and intimat~on was also sent 
to the claimants asking them to file their applications for compcnsa- 
tion within 35 days of the receipt of the communications. Thc Arst 
batch of applications for condonation was sent in June. 1965 and the 
last batch was sent on 11th October. 1965. 742 applications for com- 
pensation were received from January to November, 1065. Out of 
the total number of 1,798 applications (1056 plus 742), 1107 had 
already been disposed of, leaving a balance of 691 applications on 
30th November. 1965. In addition to these, about 2.500 cases were 
expected as a result of the condonation of delay. The present rate 
of disposal was about 100 cases per month and the present expecta- 
tion was that the work would be practically completed by 30th June, 
1967. 

8.5. In a noteafurnished subsequently at the instance of the Com- 
mittee (Vide Appendix XIV) , the Ministry of Rehabilitation have 
stated that the total number of compensation applications registered 
so fa r  with the various Regional Settlement Commissioners is 5.07 
lakhs. Out of this, only 882. compensation and Rehabilitation Grant 
cases are pending with Regional Settlement Commissioners. The 
earliest cast pending hears registration number B/T/47/3609/IVNT 
dated 21st July, 1W3. 

8.6. The Committee laoh wi* mgret that cases regjutered in lOSS 
am atill pending for dispad Tkey hope that 882. cases pending - 

Not Vetted by Audit. 



8.7. The Committee desired to know what st- we* pmpoesli 
@ be Men by the 4inistry to secure an early utilisation of .10.m. 
S@$anqnta of Accounts involving a liabiUty csf RB. 1.17 crores whk?h 
sgfl remained to be uti lbd at the end of November, 1966. The W t  
n p ~ ~  stat& t w  the total number of Statements of Accounts pend- 
ing on 30th November, 1965 was 9,908 involving a liability of h. 1-18 
crores. In addition, for the new cases which were expected as a 
w u l t  of the condonation of delay. the Ministry were expected to 
issue Ststwnent of Accounts for about Rs. 2.50 crores. He also in- 
formed the Committee that Law did not provide for the lapsing of 
the statement of Accounts which was not utilised. 

8.8. The Commi'tct desire that the I#inlrtry &odd Impr-r up- 
the benefkirrim that 9.806 statements d Acooontn lnvr~hrtng 8 lid& 
Ihy of Rn. 1°10 croren at the end of November, I-, sheuld be utilir- 
4 at an early date. The Commfttet would like to wa'ch tbe WO- 
 press of utlbisation of Statements of Accounts by the perrsons concern- 
ed, through future Audit Report$. 

8.9. Asked aboul the number and value of evacuee  ropea arty which 
still remained to be disposed of. he atated that on 30th Navezatk. 
1945 Government b d  6,742 Gsvsmment built pnmerties and 6P11 
evacuee properties whoQ were ye4 to he dit~osed of. 

8JJ. The C~mmj)pe, qqpirqi aWF, tSIq w f ~ r ,  tfie q~lay in 
tthe QiW sf, tb,@, evacuw prpper;ty. Tlq yri~plefi~ atatrd 9%: W, 
9* WWn far 4f$W vKIld w,h~p~le WR P P M ~ ~ W  h i 4  k b9 
%@rgd &w a d w n  q hk#? bs. q,Copn- Offkeg * , r ~ r d ,  
"Q e W W 8  Qb4Fp1 -4- @M, WPMR% e~rocwe y)(lr n w v a w w  
* l n s v  PTOWY? Q,WI e e  lrr mb. it. y w e  BP( 
Vtkirt tRF JhtW b i t  -9: t k c , w o ~  WRR Ti*@ tbz'di* 
table limit and a claimant or non-cldmant w w w  @ E-. if 
the WnistV had @en the property to him on inst*eqt, b,*. 
W b t e  t h e  ePpb not tpb WWi properties 'or &$re liot h a 

I * V  , .? 
A " -- , . . t?  , .-n 

A c : d n g  to Audit. 



-ti+ to buy them, Go~rament -sd the frropsti#, 
&a. it was found that the persons residiqg in thoe p q m r w  
(lrgpeats) came in t&e way of these auctions. At that time police 
aid was also taken. The witness added thPt at  a number aZ p h ~ ~  
it was found that the price obtaining was not competit:ve When 
it w w  felt that price obtained was kIow the reserve price, the pro- 
perty was re-advertised for sale. 

8.12. The Committee desired to be furnished with a statement 
showing: 

(1) The number of cases (out of about 13,W pending) where 
Government had actually held awtions mare than twice; 
and 

( i i )  Whether by postponing these auctians or by re-auctioning, 
Government had realised a better price or a lower price. 

8.13. This information has been furnished by the Ministry of Re- 
habilitation and is at Appendix XVI. 

8,14. Tka Committee find from the statement that out af 801 ca5es 
whsm properties were put to auction twice, only in 117 casg, the 
subsequent bids were more than the first bid. In 187 cases S$MC- 
qwat bids were less than the first bid and in 31 capes. ao bids were 
odEaed h rdeeqocnt auctions. No. of, properties whi* vyeqq k 
urc.AioP mare tbaa twice was ab& In v i k  of this eqpc;r(igrpce, ttb;O 
Committee fseb that Government have to exerqise c p q  ilpl coq&g 19 
a conclusien as to whether bids in the first awtion were re& lftrU 
c-pcti(ive or not. The a4ditionql sdminiqtrative qqpq.&r~g ip- 
vohed in retainin6 custody of these properties for a, 1~40r, d q r d h  
shoaM plso be born in mind, before rejectiw, a bid @ mt qpp 
tien. 

(B)  An-ears of rent, etr. 

8.16. (i) Acquired Evacuee promy.-Arrears of rent in respect 
of acguir:& evmuee paperaies (eaculud* the evacuee land) amount- 
ed tq Rs. 4U4B as on mi March, 1904, as given below:- 

Arrcars as on 1st April, 1963. 471.42 



Irrecuncrabk amaunt af written otf . 5-69 

TOTAL . 66-19 

Balance due on 3rst March, 1964. . . 441.88 

8.17. The Committee were informed in evidence, that the arrears 
of rent regarding acquired evacuee property amounting to Rs. 441.88 
lakhs on 31st March, 1964 had since been brought down to Rs. 385.29 
lakhs on 30th November, 1965 i.e. in 18 months the arrears were 
reduced by Rs. 5659 lakhs. 

8.18. Asked about the reaqons for the slow progress, the witness 
stated that at thc I rncb of jrartitlon, refugees were settled in  the 
evacuee properties th-ir were available then. But the d~splaced per- 
mns did not continue to stay in the houses give11 to them. They 
went from place to place whereas Governmmt Rcg~sters showed 
that rental arrears were due from the persons to whom the houses 
were originally allotted. This work was at that time being managed 
by the State Governments and not by the Centre. Later on, i t  was 
decided that in respect of properties which were transferred to 
claimants, rent should be charged upto 1955 and in rtspect of non- 
claimants also some other dale was prescribed. But during all these 
periods, the rents were shown as demands. Thus, Government were 
faced with a demand which was not real but artificial. When Gov- 
ernment started recovering rent, they came across difficulties i.e. 
persons actually occupying the houses were different from those to 
whom they were allottidl and whose names were shown in Govern- 
ment aegistern. A good portion of it would have to be written off as 
they were irrecoverable. 

8.19. At the instance of the Committee, the Ministry of Rehabili- 
tation has funishod a detailed note explaining the reductions made 
in the demand as a result of corrections and the reasons for making 
these colprectiono and is at  Appendix XVII. 

&24. The Committee note with regret and surprise tbt .  on the 
brab d outatanding shown in &e registers, the Government is not 
in a podtion to state the effectiPa arrears of rent out of outstanding 



8.21. Asked about the total amount cdleCted during 1963-64 in 
a s h  or adjusted against claims and how much of the demand was 
corrected, the witness stated that Rs. 14.06 lakhs wenr recove& in 
cash or adj&tme~l made and the demana was r o m t e d  to the extent 
of Rs. 15.74 lakhs making a total of Rs. 29'80 lakhs. In reply to a 
question whether any rent was accnting to the Government now, 
the witness stated that the monthly accrual was Rs, 1-35 lakhs and 
most of it was being recovered every month. 

8.22. The Committee enquired at what level the demands were 
corrected and who was the authority for correcting these demands. 
The witness stated that the Settlement Commissioner, the Assistant 
Custodian or Managing Omcers correct the demands. 

8.23. In reply to a question, the witness stated that Government 
had so far written off in states other than DeIhi an amount of 
Rs. 31.46 lakhs due from widows and destitutes. In Delhi the amount 
written off was Rs. 1.17 lakhs. 

8.24. In view of .the fact that outstandings (Rs. 60 to 70 lakhs) 
against widows and destitutes are distributetl over a large number of 
people, the Canmittee feel that pe7 capita writing off would be very 
small. To expedite scrutiny of 'these 'Wses as also writes off, 'the 
.&nmittee suggest that the ' Ministry of Rehabilitation ohould eonsi- 
dm the desirability of delegating m e  limit& pbm to thstr judm 
4Bcers for wrfte og. 

8.25. (ij) Goaernmnt-hitt proper@ in Dethi.--~k respect of the 
period up to 31st March, 1964, a sum of Rs. 45-91 labs on account of 
rent, etc. of properties was due from private parties as on 30th Sep- 
tember, 1964, comprising: 

Rrnt . . Rs. 10.02 lakhs. 
O r ~ d  Rent . . Rs. 16-22 lakhs. 

Instahent m e y  in respect of 
1,r-a~ 101a nm-pww* 
basis, . . '%. 10.66 lakhs. 

8.26. Tbe Committee desired to know €he present position of the 
dmotznt of^'Rs. 28.59 l a h  wkiih.nmainea to be. recovered as at the 

..end of September, TBf@. T'he wXness &I& th& Rs.' 45.91 lakhs war 
467 (Aii) L5d 



shown .s o u b t a ~ b g  on 30-&1964, -had been npdLlced b h. 28.74 
a~ ~ r r  31-121965. 

8.27. Asked about the steps which Gwernment were taking b 
recover theso aman axmuting to Rs. 26.74 lakhs, the witness stated 
tbat out of this, a sum of Rs. 3.01 lakhs were to be recovered by the 
Director of Estates shce  Gavernment had transferred five markets 
W. Umla Market, Prahlad Garden Market, S r o j i n i  Market, Central 
Markcl and Raisina Road Market to them. As regards balance 
amount of Rs. 23 73 'lakhs, C;overnmcnt were taking steps to attach 
the properties of the persuns and rccover the dues if they failed to 
pay t h ~  amount after a notice W,IS given. As far  as Government 
Departments were concerned, thc M~nistry of Rchabilitstion had asked 
for their assmtancc in getting the arrears of rent cleared. Specid 
units had been set up for this purpose. 

8.28. Thc Committee enquired if the Government had considere3 
thc question of rt*covcrltlg !hv rcnt in advance in the case of the 
privatc parties. The witness stated that accordma to the terms of 
tenancy for h o ~ ~ ~ s / s h t r p s  in Dclhi, thc rent was to be p a d  regularly 
on the 10th of the month succeeding. Covcrnmcnt had rntercd into 
agreement with the tennnts when the proper tit*^ were allotted to 
them. 

8.29. The Committee dcs1rt.d to know as to how much amount 
was d u e  from private parties and how much from Government h p t t s ,  
Thc Ministry of Rehabilitation stated that out of Rs. 26.74 
lakhs, the rent dues were about Rs. 9.72 lakhs of which about Rs. 3.67 
lakhs wm Juc from Covcrnmcnt Dcptts. The representative of tba 
Ministry fur!hcr stated that instructions had been issued recently 
to rccover the amounts due from the parties and the results would 
be available next vcar onlv. 

8.30. The Cornmittcc desired to bc furnished with a note showing: 

(i) when was the total amount of arrears of rent of Rs. 26.74 
lakhs due for recovery and to which period these amounts 

relate. 

( i i )  The yearly realisation of arrears of rent from Government 
and Private parties separately. 

8.31. This information has been furnished by the Ministry of 
&habilitation and is at Appendix XVIIT. 



(C) Delay in the recotvery of dues from local bodies etc. 

8.33. .A sum oi Rs. 10.63 1:tkh.; ivas recoverable from the Delhi 
Munic~pal Curp1)ration ~ r n  accwnt  of compc~lsation 111 respcct of 1,082 
evacuee properties acqu1rc.d by IL during 1961-6'' under the Slum 
Clenrnnce Act; out : h ~ ,  a sum of Ks. 8 P,kkhs was paid by the 
Corporat on dur:ng h5:lrch, 19ti2. and the balance of Rs. 2.63 laklls 
still rernnins to be rcxr.ovc.red. I t  has been by Government 
(December, 1964) that :he matter is under corrpspnndcnce with the 
Corporat  on w ~ t  h n V I L  iv to expediting settlrment. 

S~milarly, a balance of Rs. 0.75 lakh reni:ilns to bc rccovcwd from 
the Dtlh: hlunic pal Corporat~on in re ;pet: of 245 cvncuet> propc.rtlcs 
acqu~red by ~t Juring 1956 I t  has bccn stat1d (Dcccmbcr, 196.1) th:~t 
t h .  C . c q x ) r i r t ~ t m  has prcicrrcd a counter-claim of R.;. 0.25 Iiikh on 
acownt of cxpend~ture incurred by it on providing ,.i~ncniti~% to cer- 
tain properties initially transferred !o the  Corr>ru-;~t~on h u t  subse- 
quently withdrawn from the Corporation. 

8.34. The Committee dcsircd to knc,w the present posll~on oC the 
sum of Rs 2 63 lakhs whlch rema~ned to be I wovercd from the Drlhi 
Municipal Corporation bung  the balance of cornpensation In respect 
of 1.082 evacuee properties acquired by i t  during 1961-62 under the 
Slum Clearance Act. The witness stated that the Ilelhl Municipal 
Corporat~on had to pap Government an mount of Rs. 1,62,000 as  
balance amount of comuensatiun in respect of 1.066 cvacuee proper- 
ties. Orig~nally the propertlec were ! ,O?G 20 out n i  1ll:se were 
withdrawn from the Corporatlm. 'I'klw-c w l s  some dis1. ' ( s  r y a ~ d l n g  
the b a s s  of assesvncnt ai compenwtinn, number of tenants and 
amounts of rents payable hy them. It was dccirlcd at  a meeting held 
on the 26th June, 1965 with the representatives of the Corporation 
that the rent mentioned in the record of the Regional Settlement 
Commissioner be adopted as the basis for calculating the amount of 
compensation. This was adopted and the amount was calculated and 
it had been awep4ed by the Qrporatios. The Corporation had stated 
that they would pay -it up shortIy, . . - 



8.8& Tht Commttaart angutrerd about tb prsreat pavftloa of the 
non-recovery of the balance of Rs. 0.75 lakh from the Corporation in 
rerpect of 241) e w m w  properties acqutred by It during 1856. The 
mnma stated thut the mount of esmpcnsatWh payable by the Cor- 
poratian Had been hwreued et h. 60,32278. As some more proper- 
tkr were squired, the Corpmtion W agreed to pay on an ad hoe 
basin a sum of Rs. 1 lakh. The Corporation pnntSded certain amenl- 
ties in these ptoperth for which they had asked for a rebate of 
Rs. 24,000. The Ministry of Rehabilitation had asked for the parti- 
culars of the amenfties provided. After verification, a decision would 
be taken rn th~s  regard. 
8M. The C ~ m n f t t n  wmld l h  to be apptisod of the progress of 

recovery of outstanding arrears from the Delhl Municipal Corjmn- 
tion on account of eornptnutlon in respect of evacuee properha 
nrquLred by it. 

( L)) Delay In the firtaltsation a j  pagments of house/ta;rservice charges 
to  local bodies: 

8.37. An amount of Rs. 13.88 lakhs was paid by the Department 
to the local bodies up to Slst March, 1958 as housc tax on Govern- 
ment-built propert~es, pendlng finalisation of the basis on which the 
tax should be assessed. Action to finalise thc amount payable still 
remains to be taken even after a lapse of more than seven years. 
The matter is stated to be under examination (December, 1964). 

8.38. The Commitlce deeifed to know the basis rn which the 
Delhi Municipal Corporation had sent a demand of Rs. 10.20 lakhs 
which was being scrutinised by the Regional Settlement Commis- 
doner. The witness stated that the assessment for the year 1947 had 
been adopted as the basis of calculating the property tax and service 
charges. In the oase of Government-built properties, the calculation 
61 property tax and service charges was on the basis of the rental 
value of the property i.e. annual rent fixed by the Department less 
10 per cent on account of repairs etc. This was agreed to between 
the parties. 

8.39. Asked, when the basis was agreed to, what the difffculty iri 
lnalising it was, the witness stated that the Corporation had sent to 
the Ministry bias amounting to Rs. 10.21 lakhs in respect of acquired 
evacuee property during the month of October, 1965. In the case of 
Government-built properties, tliey sent bills for Ets. 13.38 lakhs on 
1st December, 1965. All these bills were sent to the Minlstw on 
20th December, 1965 only. These bills were being checked ahd scru- 
tinised by the Regional Settlement Clorhmissiotm'. fie s c r ~ t h ~  
would be completed by the end of &arch, 1966. 



ill 

8-40. In reply to a question a s  to what the amount ajready paid 
was the Secretary Ministry of Rehabili?at.on stated that for local 
bodies in Delhi, they had already paid Fb. 56.07 lakhs pertaining to 
the period prior to 19%. For the subsequent periad i.e. 1956-48 the 
c1a:ms were for about Rs. 33 20 lakhs. These clainis were upto 7th 
of August. 1958 and thereafrer the Corporation itself was entitled to 
recover these taxes under the law, from the persons to whom t h .  
M~nlstry had transferred the properties. 

8.11. The Conlmittct hope thnt the Ministry wonld hr. aldv to 
settle the d w s  of Drlhi Municipal Corporation ~xpocl i t ic~~~s!y i ~ f t v r  
scrutini\inp .tw hills reccivcd by ihcm. 

8 4 2  Tn Mn.. 1M.7 tht- work o f  thr Sct!lerwnt 0rganis;itlon in 
U P  was t r a n s f ~ r l w i  to  the. S ta te  Govrr .nrnmt w!th c4Tect from 1st 
April. 1963 on paymc.nt of the following charges: 

(b) Collcczion of rent dues of cvacucc 
urban properties. 

(c) Verification and correction of de- 5 per cent of the total demar~el 
mand of rent of rural properties, to be verified and correctcd. 
primarily agricultural plots. 

(d) Collection of arrears of rent and 15 per cent of the amount col- 
othzr dues of rural propsties after lected. 
dmands have been verified and 
corrected. 

(e) Disp?sal of rural agricultural plots 3 pcr cent of the sale proceeds 
including issue of conveyance realised. 
dccd~,'sale certificates. 

8.43. The State Government was required t o  render to  the Chief 
Settlement Commissioner's Organisation, a progress report on the 
work done during each quarter in  the prescribed proforma, but n o  
m h  report has been rendered so far (November, 1964). 



8.44. The traruf~f of the work on tbe a h  terms wm appmped 
by the Ministry of Finance on an understandmg tbat the M of the 
Regional Settlement Commissioner, Uttar Pradesb s h d  be reduced 
from a date not later than 1st June, 1963 and that suitable reduction 
in the grant to the State Govemment for headquarters staff might 
be made during 1963-64 (in consideration of the agency charges sepa- 
rately payable to them under these arrangements). Information as 
to the extent to whlch reductions have been given effect to is awaited 
(December, 1964). 

8.45. The Committee deslred to know how in the absence of the 
three half-yearly reports ending wlth September, l!M; 31st March, 
1965 and 30th Scptcmbcr, 1965 relating to the progress of collection 
of dues of plots ctc. by the State Govcrnmcnt, the Guvernmcnt ensur- 
cd that tlic work was progrcsslng satisfactur~ly and that the conside- 
rritwn on w h c h  work was t~ansferred to tht* State Government on a 
Cornmuulor~ lml.:s, hod actually materlaliwd. The witness stated 
1)1;11 ttw h:ill yvarl  rtyort:, shfwimg thc pc~sltlon oi work as on 31st 
March. 1964, 30th Sc.ptc~nlwr, 1964 i ~ t d  31sl March. 1965 had since 
bcen rece~vcd on 22nd L)rcel~~bcr, 1964, 30th Octobcr, 1965 and 30th 
October, 1965 respect~vcly. In spite of repeated rem~nclers, the State 
Government could not t)e pc~suaded to send these reports in time. 
The witness added thnl they had rewewed the work done by the 
U.P  ( ; c n P c * l  1lrnci11 and ~t was found tha t  Ihcy had not been very 

.,c.: I \ ' ( %  In thcs rercwc.ry. 

8.46. 'I'hcl Commitlee desired to know t!w total alnoun! nf cnmmis- 
sion paid to thc U.P. Gmv~rnrne~~t .  The witness stated that so far 
Central Govcrnment had no! paid any arnk~unt to the U.P. State 
Government. As regards thc nmounts of recoveries made by the 
State Government, the witness stated that up20 30th October, 1965 
thcy made rrccwcric.~ undcs different items-- 

( i )  collection of crlst of evacuee properties-Rs. 3,14,529 and 
Governmenr-hi¶t properties-Rs. 5,63,990 ( i i)  collection 
on account of rent on acquired property and unacquired 
property-Rs. 2,30.234. 

8.47. The Committee asked if in regard to item (e) of the Audit 
para-Disposal of rural agriculture plots including issue of convey- 
ance deeds!sale certificates Government received any complaints 
about the d ~ q p s a l  of rural agricultural plots by the UP. Government. 
The witness stated that they had not received any complaints. So 
far as the sale of the plots was concatad, out of 47,232 plots that 
they were required to sell, they bad so far sold only 338 When the 



lldinfstrg had as% about the unsatisfactory work done, the State 
Government authorities replied that they had difficulties. The wit- - added that the main reason was that the State Government had 
n o t  appointed any special staff, in addition to the Tehsildars who 
were working for this purpose. 

8.48. In reply to a question, whether Government was thinking 
of taking back this piece of work from the State Government, the 
Secretary, Ministry of Rehabilitation, stated that they were going to 
review the position next month. 

8.49. The Co~nmittee would W e  to know the result of this rcvicw. 

8.50. The Committee enquired about the reduction in staff m ~ d e  
a s  a result of transfer of this work to U.P. Government. They also 
asked about the reduction in staff which Ministries of Finance and 
Rehabilitation expected would take place when they approved this 
scheme of transfer of work to U.P. Government. 

8.51. The representative of the Ministry of Finance stated that 
no specific number of staff to be reduced was men!ioned. As the 
work gained momentum from one side to the other, staR reduction 
had to be assesscd and carried out. In advunccl, ncithcr staff to be 
reduced nor the amount to be saved, was worked ou.. The Chief 
Settlement Commissxmer stated that there had been gradual reduc- 
tion in the stnfT of thr sctilemcnt oreanisation at Lucknow as a result 
of transfer of work to the State Government. After May, 1963, 7 
posts of class I1 and 100 posts of class 111 and class IV had been 
reduced. The witness further stated that there were two items of 
work. One item of work related to the recovery of rent. This work 
was being done by Agency System. This work had now been trans- 
ferred to the U.P. Government and the Agency System had now 
been disbanded. The second item related to evacuee shares in pro- 
perties. This work had to be transferred to the U.P. Government 
according to the decision arrived at  between the Ministry of Rehabili- 
tation and UP. Government. The U.P. Government later on stated 
that this work could not be taken up by them as they were not in a 
position to do that work. So it was decided that the Ministry of 
Rehabilitation should take up that work. 

8.52. The Ministry of Rehabilitation has also furnished a note 
regarding transfer of residual work to U.P. Government and is at 
Appendix XIX. 



863. The Committee desired to be furnished with the following 
lnfomation: 

(1) What was the actual ntnff  position (category-wise) In the 
oace of the Regional SeMement Commissioner UP. in 
May, 1963:' 

(i i)  What was thr* cttiff prwtlnn in the office o f  the Regional 
Settlement Commissionclr U.P. in January, 1%6? 

8 54. Tlw Committee regret to state that tbe informstitrn is still 
orvi~itcd. 

8.55. Asked if them was ; m y  communic:~t?~rn frc-m the U.P. 
Government that they wr r r  not inclined to  take u p  the  work. 
because of paucity of staff. the Serretarv Ministrv of Rt~habilita- 
tion stated that the then Joint Secretary. Finance was requested to 
go and discuss the matter in Lucknow with U.P. Governmmt in 
1963. He came back and mported that he found the U.P. Govern- 
ment were not inclincri to do this work. This was his impression. 

8.56. The Committee desired that the report of the Joint  S~CIP- 
tary, Finance who visited U.P. and gave the report that the U.P. 
Government were not willing to do this work, might be read for 
the information of the Committee. The representative of the 
FIlr~lnce Ministry replied: 

"The File which I have before me only deals with proposaIs 
to transfer the work. There also it is menticned that 
the then Joint Secretary had visited Lucknow and had 
discussions with the Chief Secretary. Government of 
U.P. on 12th Member, 1!%2 and as a result of this pro- 
posals were made that this work should be transferred." 

8.57. From the evidence, the Committee note that t h e  was 
nothing available on record to show that the U.P. Gover~unept was 
n o t h a w b n b b t r e ~ t h f i l l w o r L s - W b y & r q r r c -  
sentatbe of the Ministry d BbhaMitdar, 



858. Cbmmittee dso tvgre. to note that the Ministry did rot 
receive q w k d y  proqrcss reports in ; m e  from the State Govern- 
ment ad U.P. Tbe Ministry have also not yet calculated the c x t d  
of reductioa in expenditure resulting from the transfer of thZs work 
to the C o v ~ e n t  of U.P. The Committee feel that the Ministry 
ahmid have taken prompt mcasures to effect roduction in their staff 
em tr-fer of work to the U.P. Governmcut. The Couuuittee would 
like to be i n f a d  of tbc reduction in expenditure if any, ns a 
result of trader of this work to the Government of  I f  P 

13.59. Evacuee lands rn Bh,~ra tpu:  nnri A!\Y,~I L)is:~icls oi Hajas- 
than, which had been nl1ottrJ on rental ha\ls Lo no~~-cLa;~niliit ~i is-  
placcxi prsons from West Pakistan during 1948 ; u ~ d  1'349, ucre 
finally transferred t o  them, on the enactment of thc~ ;I)isplnced 
Persons (Compensntion and Rchabili!at~on) Act, 1954, ,at a price of 
Rs. 450 per standr~rd acre; the amount was t o  be rcccn.crrd over 
a period of 15 years as prov~dvd in Rule 63 elf the Compensation 
Rules. 

8.60 Subsequently, in 1959, the Rajasthan Zamindari and Hiswe- 
dari Abolition Act, 1959 was enacted without any provision exclud- 
ing the evacnee land from its purview as  had been done in other 
States. The failure of the State Government to include such a 
provision despite the assurance given by them to the Central Gov- 
ernment in this respect resulted in a loss to the Compensntion Pool. 

8.61. The allottees did not pay up the dues including the arrears 
of rent and the price of the land, and demanded that they should 
be allowed to become owners of the lands by payment of compen- 
sation at  Rs. 150 per standard acre under the Act. The State Gov- 
ernment (as the agency for the recovery of the Central Govern- 
ment dues) did not take action to evict them when the arcears 
accumulated, before the enactment of the Act. 

8.62. In December, 1962, the Government of India entered into 
a package deal with the State Gowrnrnent whereby about 80,000 
standard acres of land valued at  Rs. 3.58 crorea, in occupation of the 
nonslaimant *laced persons, was transfeqed to the State Gov- 
ernment with efirect from 1st April 1963 for a w l i d t l t e d  price of 
Rs. 1 crore. This amount was t~88ted as a 1- to the State Gov- 
er~ment fepayable with inte~est over a peri& sf l@-  years ending on, 
&& .&rjl, 1-972. 



8.63. It hrrur been stated that the Rajasthan Oovenunent could 
mt, in faimcm, be asbed to pay to the Central Governmefit a larger 
amount than that which they would have had to pay M cornpen- 
mtion under the Rajosthan Zardndari and Biswedari Abolition Act, 
if  the land had been owned by private Zamindars. 

8.64. Accardtng to the deal, the State Government was also to 
recover from the displaced persons and pay to the Government of 
India rent for the lands in question upto 31&, March, 1W3. The rent 
was Axed at a rate equivalent to the land revenue rates, except for 
the year 1951-32, when owing to the failure of the crops, it was 
agreed to be recovered @ 5/8 times the land revenue rates. The 
State Government, however, continued to apply the reduced rate 
after 1951-52 also, resulting in  short collection to the extent of 
RR 9 lclkhs for the thrrc years endinp with 1954-55; the Government 
of lndia agreed in December, 1960 to receive rent from the State 
Government an the same basis "considering the practical difficulty 
and ambnrasment involved to the State Covernment in having to 
redisc the dues for the last su many years at the usual rates". 

8.65. The amount of rent actually realised by the S1:ite Govern- 
ment so far and the amount payable by them to the Government of 
India undcr the above nrrangemcnts has not yet been warked out 
(December, 1964). 

8.66. The Committee des~red to know why the Ministry of Home 
Afrnirs d ~ d  not chtain the remarks of the Min~stry of Hehab:!~tn?ion 
bclcwe gclllng the assent of thc U1l1 from the Pmsident. The repre- 
sentative of the Home M1nist.q stated that the pos~tion In thls matter 
was that when some bills had to be ~ C S C S V C ~ !  by the  Governors for 
consideration of the President, according to a convention. thc  State 
Governments sent the draft bills to the Ministry of Home Affairs. 
These were referred to the M~nistries concerned according to the 
distribution of business. The Ministries concerned in the present 
case were the Ministry of Food and Agriculture dealing with lands 
and land reforms and the Ministry of Law. In addition, there was 
also the Planning Commission which dealt with land reforms policy 
broadly. These Ministries and Planning Commission were consult- 
ed. The draft Bill was received in May, 1958 and returned after 
consultation with the Ministry of Food and Agriculture, Ministry of 
Law and Planning Commission in June, 1958. It was passed by the 
St te Legislature on 9th January, 1959 and sent to the Home M i n b  
try on 12th January, 1199. Again the process of consultation was 
repeated with thsee three Minirrtries who were concerned. The Min- 
istries did not object and the Bin was pmnted before the President 
recommending it for his assent which was communicated on '13th 



January, 158. He further added that if there was any other Mini, 
try, which on account d its ownership of a certain property or for 
any other reaww connected with the programmes of development or 
its operations, required that m particular point of view ought to be 
reflected in the State L R g l s l a t i ~ ,  the correct thing would be to 
inform thc Ministry concerned about their position. Here the Min- 
istry concerned would be not the Home Ministry but the Ministry 
of Food and Agriculture who should have been informed so that 
they could have taken into account the difficulties of the Rehabilita- 
tion Minitmy in formulating their comments on the State Lrgisla- 
tion. 

8.67. Asked to whom the Ministry of Rehabilitation had sent 
their views besides Ra jasthan Government, the Secretary, Ministry 
of Rehabilitation stated that they did not send to any ona1 w d  it 
appeared to have been a slip. The Chief Scttlement Commissmner 
stated that the Rehabilitation Ministry was under the impression 
that their views would be given due consideration by Rajasthan 
Government and that would be reflected in their legislation. This 
unfortunately did not happen. 

8.68. The rcpresentatlve of the Rehabilitation Ministry stated that 
in substance. they had no case. The Ministry of Rehabilitation 
a.;ked the Rajasttian G wcrnment latvr on why they could not ~nrtke 
t xemption in  their favour 

8.69. The Comptroller and Auditor-General ~nformecl the Com- 
rriittcc that similar legislations had been passtbd by nther States. 
They had specifically excluded the evacuee property. In this parti- 
cular case there was no such exclusion. The Home Ministry would 
not have been unaware that there were properties in  Rajasthan 
also. It was not understood how the constitutional validity of this 
legislation was not questioned because after all when the Home Min- 
istry got this kind of legislation, it was the general practice to com- 
pare it  with other similar legislations. 

8.70. The representative of the Home Ministry stated that that was 
not the practice in the Home Ministry which only processed the case 
as coordinating Ministry between the various Ministries substan- 
tially concerned with the subject matter of a particular legislation. 
Each substantive Ministry dealt with the aspects of a particular 
legislation with which it  was c o n c e d  If such a scrutiny was 
necessary, the Home Ministry would leave it to the substantive 
Miniotry concerned to make this scrutiny. It was referred to  Law 
Ministry and Agriculture M i d d r y  and plannfng Commission. 



8.71. From Lhc widaslee, tbe Csmantttee tbt  hrc to l a d  
d coordimtkm bttween tbe MMsMcls of BdrebilitaUon, Food and 
Agricdture, 1Law and Phnning Cammission, tba dStl3ctrlEias oP fbe 
Ministry of Rchrrbilitation cmld not %e taken into eecbnnt while 
formulsting Centnal Government's comments on the proposed State 
Lcgidaiion before its enactment. 

8.72. The Committcr feel that tho Ministry of Brlwbilitatloa 
should have poinlrd out to the sponsoring Mini\try. r w . ,  the Minis- 
try d Food and Agriculture the desirability of excluding ihe evo- 
cuec'r; Itrnd* frrrru ?I t - .  proposcvl Ityi\iation to he c.l~a, . t d  11) 1P.ijaa- 
than i;ovcrtlmc*nt The* 3I i t : i  - 1  r?. c d  F o : ~  a . t d  . \ y r : 4 - ~ ~ l t  urt. \\a*. a l w  
nat v i ~ l a n f  cnourgh eq otherwise they thsti~wlves should ha\ rg con- 
wultcd the Ministrv r,f Rehabilitation or even suggested vxclusion of 
c\itcuee laads from the p r o p o d  legislation as had heen dunc in the 
CYW of other Staten. 

8.73. Thc Conlmitioc also suggest that the Ministry of Home AK- 
aim should i s u c  instructions, ~ h i c h  should be clear and compre- 
hensive for thc guiclnt~cc* of various Ministrie, i)!+ regards t h c b  correct 
yrocedttre to be followcd in such matters 

Dandekaranga Project 
Extra eqeitdituru olr pt~rrltnse o j  trailers-Para 53. pages 67-68: 

8.74. ( i )  Without inv:tmg tenders, a firm was asked on 28th March. 
1960 to delivcr 40 numbers 3 ton trailers at thwr quotation of 
Rs. 3,500 per trailer f.0.r. Calcutta. The Arm was informed that 
formal order would follow in due course. 

8.75. Before formal orders were placed, however, a limitcd ten- 
der enquiry was issued on 3rd April, 1960 for the traders (non- 
tipping type) "to ascertain if better supplies at competitive rates 
could be located". Two quotations were received on 8th April, 1960 
--one tender from the firm indicated above at the rate previously 
quoted (viz., Rs. 3,500) and the eecond from another firm for 
Rs. 2,750 each f.0.r. Raipur for delivery at  the rate of 20 trailers per 
month commencing in 4/6 weeks. The quotation of the second f m  
was i g n o d  on the @;round that the delivery by the first firm was 
'ex-stock' and that the trailers could be changed to “tippers" gt site 
by fitting a hydraulic ram. (The fact tbat a similar arrangemeat 
existad in the trailers offered by the second Ann was ignored). 
Formal orders were plaued on the Arst Arm in July, 1960e at a corn- 
par&ively higher rste involving an extra expenditure of Ro. 38,475 
fw thew trailers. 



Tnvntp oif the trdiknr Bad beha recetved between April, 
a d  June, 1980 (before the formal onins were placed) and ths 

611vrrg uf the remaining !M of the trailers ordared at a higher coat 
ml gtounclr of tpgancy was csmpkkd only in March, 1961, La., dte* 
a year of the dabe of acceptance of original quotation. Of these, 
7 trailers (received in April, 1960, May. 1960 and March, 1061) were 
lying at a transit centre without being put to any use upto August, 
198s. 

8.77. The firm had also been advised in August, 1960 that 10 of 
these trailers were to be with hydraulic arrangement for "tipping" 
at an extra cost of Rs. 1.000 each. In November, 1960, hotvevcr, the 
Superintending Engineer of the project pointed out that only "non- 
tipping' trailers without hydraulic arrangements were required. 
The A r m  did not agree to the change and the trailers had to be 
accepted involving an additional expenditure of Rs. 10,000. 

8.78. ( i i )  A demand for a secund lot of 68 traflers was advertised 
in December, 1960 but of the supplies accepted against this order: 

(a) I: number of 5 ton trailers purchased at the rate of 
Rs. 4,100 each wem found to be defective in some respects. 
The firm has not rectified the defects so far (June, 1964) 
in spite of repeated requests; action to get the defects 
rectified and to recover the cost from the firm is stated 
to be under contRmplation (June, 1964). 

(b) 10 trailers received in July. 1961 were lying at the tran- 
$it centre even upto August, 1963. 

8.79. The Committee desilwl to know whether it was not posei- 
ble for the Pro@& Authoritieo to issue a tender enquiry in October, 
1959 itself rather than to wait until March, 1980 and then on gkotrnde 
of urgency to order a selected firm to make supplies at their quoted 
rates without testing the market. The Chief Administrator, Danda- 
karanya Development Authority stated that at the time when the 
first tender was issued in August, 'low, the recommndaion was 
that the purchase would be in respect of 5 ton-trailers, It w w  
found at a subsequent date, that the tractors would not be able to 
operate 5 ton trailers. The second tender for 3 k n  trailers war 
issued in April, 1960. In the case of 3 ton trailers because the sup 
phes Were urg&~tly tequired, only limited open bender was issued. 

8.80. Asked when the order was placed on the Ann, the repre- 
iRDtrrtive of the Dendakaranya Develogmeni Authority rtated that 
the letter w a ~  issued to the Arm on 28th March, te.,  before the 
t h  were invited, the 3 ton trailers we= purchased. 



8B1. In reply to a qlmstb U k, why teederm w m  h M e d  
for 3 ton tnilasr, the w i b e ~  stated that the Duadak.ran9 Drrs- 
bpment Authority cbdded in 1939 to purehare 100 tnctots and 300 
tratlers. At that tfme, they thaught that they wovld Pt 35 to 40 
H.P. tractors which could pull heavier trailers. In Augwt, 1659, 
tcnderr were limited for purchase of 35 to 10 H.P. tractors as welt 
ra for 5 ton trallm. Later on at a mcetjng held in March, 1960. 
the Chief Engineer tiugges:ccll that 14 H.Y. tractors and 28 H-P. 
tractors should tx. p u r ~ i w , ~ t l  ~mme.i.atc:ly. By usmg those trac- 
torn, they could not ~;,trll the heavier trailers. Hence the Chief 
Ejtgirtwr bald thnt 14 J f  P and 28 H.P tractrm with 3 ton trailers 
might he purchnwi a.: t h y  w,uIR hc t t ~ l u l .  Earltcr t h o  tender 
enqulry was for 3 tern trir:l(*rs w h ~ h  \ \ c b ~ .  urgentl? rc7u:rrtl. A3 
againqt the total rcc~ukremcnts of 300 trallcrv only a few LX, 40 
11 P. ~ I ' E I I I C T Y  WWP pu~.rfinsrd earlier 

8.82, Tv C i ~ m m i t ~ t . .  l v ) ~ n t ~ d  out tii:lt t i w  dtris~on : p:~rch;iw 
tractors ar~d triirlcn wab t,ikcn by Dmdakarmya Dcvelopmen~ 
Author~tv ~ r r  August, l9h9 idn 1 c n q u ~ r ~ d  as to why they \vd~tull t:ll  
Miarch. l W 0  t (1  r~lnrc* t h *  c~rdcr. T h e  Ch1c.f Ar!min~str+iit!\.c C ~ f f i c t ~ r -  
s t a t~d  thnt cvcn thhrrn'? t h ~  a.tf'?r~nty had civc r l r4 nhnut t h v c  ur- 
chascq i t  w n s  nwtb.;s:lrv for tfwm to p t  thr wnrt~ijtl (11 thc Mim??:-v 
8 9  i t  \vnq hwoncl thir  powcrs of snnction n q  this cspcwii!urc 
This st~~rc.trc>r~ wnq rrv.-c*:toctl on 291h F d v u - r  , 1960 It wac mtly 
nffr~r ! I : . .  . +!;.I! thr nct1o:i \\.:I. i n . t i q t d  ! :r . .kt> t h w ~  purchnstc 
A.;kcrl l f  I! . Ch!c*T .4c o ~ ~ r l t c  Oflqccr wnq cor?~.il!t~d :ip s u q r ~ t r d  by 
thc C ' t l ~ i b f  E:ngincer In hir lettrr datcd 8th March, 1960 before plm- 
in!: t h ~  orcic.!- on 28!h Xlnrch, 1960, the witnths staled that subsc~qllc~?'- 
Iy tlw Fin:int.1:11 Adv stsr and C A.O. wcrc. c~onsrilocd. Thcy did nr,t 
consult the Chwt Account, Officer before pl~ring the order. The 
Director (Storm purchnse) got thc ex-post-forto approval of the 
Chief Accaunut Omccr. 

8.85. As some of the Alcg n310ting to this case were with S.P.'E' 
the Comrnf't~e desired tn bc furnished with a detailed note regard- 
ing ( f )  rs~~nplv of 40 n~lmhcrs of 3 ton-trailers (out of which 20 
wen, supplied during April-June. 1980 and the balance in March, 
19Fil). t i : )  Rensons for delay of one year from the date of accep- 
tance of orfdnel quotations in the supplv of 20 tra;lcrs, (iii) also the 
namns for condoning this delay. 

8.84. This informa!ion has been furnished by the Ministv of 
Rehabilitation and is at Appendix XX. 

8.85. The Committee observe from the note furnished by the Min- 
that the supply order for 40 numbers of trail- was placed %y 

the Direetor of Stores (Purchase) on 28th March. 1980 withput 



obtoinfng the prior approval of the Chid Administrator and cum- 
currence of the Financial Adviser. Since the tranactian inwlvec) 
was the single tender purchase, it required prior approval of the 
Chief Administrator and also the concurrence of the Financial Ad- 
viser and ratifkcatian by the D.D.A. The proposal to place the order 
for 40 numbem of 3 ton trailers was got approved by the Chld Admi- 
nistrator on 14th Map, 1960 and concurred bv the Financial Adviser 
by 22nd June. 1960 and the formal supply order was placed on 6th 
August, 1960. The last date of the delivery of supplies was 25th 
August, 1980. The supplies were actually completed in April, 1961. 

8.86. It has also been stated in the note that the supplicr offered 
the trailers on 25th August. 1MO for inspection, but for want of 
approved drawings which the Director of Inspection, Calcutta re- 
quired, the inspection could not be carried out. I t  has. thcrt*fwe, 
been stated that the supplier was not tit fault for delrtv in supplies. 

8.87. The Commi!tee find no justification for delay in  wpplying 
the approved drawings to the Inspecting otllcer. The Ikpartment 
had Incurred an extra expenditure of RF. 38,475 in this ewe merely 
on the plea that they needed the supply a r m t l y .  There was, 
thmfore,  no judMrntion for anv delay in supplying of the approv- 
al drawings. The Cammittce f e d  that the rrq~~irement,  the D.D.A. 
wau not qo u r p n t  for thew trailem au it was made out to hc on 28th 
March, l9GO when orders wwe placed in anticipation of the \anction 
of the Chief Administrator. Had the requirement.; of trailers and 
their date$ of wpplim hccn ~sst.iscrl more realistically, the Com- 
mittee feel the extra expenditure of Ra. 38,475 could hove heen 
avoided. 

8.83. The Cornrnittee also understood in nvldcwce that somr of the 
files relating to these deals were tnken away hv the S.P.E. The Com- 
mittee worrld like to he informed of t b q b  results of the r a w  in con- 
nection with which the S.P.E. took awny thwe files. 

8.89. Tenders were received in July, 1959 for a crcn!cshaft Grin- 
der 60" capacity. The lowest offer for Rs. 40,000 rqd  three othcr 
offers for Rs. 42,500, Rs. 42,603 and Rs. 48,500 respectively, were 
rejected on the ground that they were on "forward delivery" basis. 
The fifth lowest offer ex-stock for Rs. 52,000 was accepted on 
grounds of urgency. 

8.90. Although Ws decisian involved additional expenditure to 
the -_  L extent. _ C of @. 12,@M). on grounds of urgency, the supply order 
was-issued only in May, 1960 i.e., after a lapie of seven months from 



8.91. The delay in rnstallatron haa been attr~buted to nowreceipt 
of inspection manual, and non-availability of poww required u, put 
the machine mto wrnmmsi~n. etc. 

8.92 Soon after i ts  instalhon,  the machme developed perious 
defects ( August-September, 1962). I t  was reported m October, 1962 
that on account to the unsatrsfactory performance of the machine, a 
number of crankshafts far the tractors which were to be repaired 
with the help of the machine had to be .mi to other workshops at 
Calcutta and Bhopal for grinding, incurring an expenditure of 
Rs 21,000 appmxlmately The defects In the machine are stated to 
have since heen rc.ctifiPd In the Project workshop (August. 1904) 

8.94. Thc Commlttw desired to know how Government justifiec! 
the urgency if the IWUE 01 the ;upply order could be delaved for 
7 months from the dnte oI acceptance d tender. The Chlef Admi- 
nistrator D.D.A. stated that the details of the accesmrbs whlch the 
firm was prepared to supply with the machine had tn be obta~ned 
from the firm ~tsclf Thcsc detnils cnuld be got o m  after sending 
reminders. 

8.91. The Committee pointed out that to purchase particular thing 
an the basis of urgency the detailed specifications of that, wew 
given after seven months. When the machine was supplied, it W H S  
defective. 'l'he defective machinery was instafled after one year. 
The defects were not removed for four years. From what had h a p  
pened, the general conclusion was that there w.a hardly afiv ur- 
gsncf. 

8.95. The reprerentative of D.D.A. stated that primary c.ansi- 
deratjon was urgency. The other consideret~on was that no foreign 
exchange was necessary. No impart Iicencc was to be procured. 

&.#. The Committee pointed out thst e s  irrrprt llcehce 
and foreign ekchahge. barting one Ilnn, e d g  wanted an impwt 
lisance. Thr oif'cra meiW Were Rlg. 18,000; Ro. 42,500; Rs. 42,66); 
I& 48.500 md RB. !%,000. The orit- Ltrhd that the grachaar d 
the Craabhaft Grin& m n  at a hi* p e  of Rs. U2@M mat.& 
waa being agreed to due to the following reasons: 



b n . T L . ~ ~ ~ t b 4 C ~ O ? i l b d e r 6 V ' w a 8  
purehad om the h i s  at tbe Prtencl, whkh did not sllrt. Tendan 
~ i ~ t s d h r J r r l 3 . , l ~ * d s t l ~ o r n h P a n r ~ ~ f n ~ ,  
1 M .  Tbe macbine d v e d  ia:bctober, 1- was installed in 
Atllpst, 1%2 after the erpb d the ~ a u r ~ t e J 0  period of sacb yenr. 
The delay in tbe i m h b h ~  brs been a M h b d  to non-rscstpt of 
Inspection mamarl and to non-availability of power requid to e m -  
mlsaion the machina In view of tbis the Committee fael that thore 
was no urgency in purchasing this expensive machine if the project 
authorities were not equipped with the necemmry facilities to operate 
it. The Committee therefore fcel that the cxtru cqwnditurr of 
Rs. 12,000 conld have been avoided. as there wm no nrgency in this 
CRSC 

8.98. Owiup to defects in the machine, tho Grinding jobs for which 
it had been purchased were got done e h h m e  at an expenditure 
of Rs. 21,000. I t  is also understood from Audit tbat tbe machine 
was joiully inspected by the representatives of D.G.S. & D. Bombay 
and thc Divisional Manager of the Project. .The Works Manager 
who later examir-rcd the machine reported that tho machine had been 
"highly uwd hefore being sold". The Committee would like that 
the responsibility should be fixed for the perfunctory inspection of 
the machine by ofRcers of the Project and D.G.S.&D. 

8.99. It is also understood from Audit that 10 per cant (Ba 6,842) 
of the payment of the firm's bills has been held up. The CommitW 
suggest that the desirability of forfeiting this amount may be eon- 
sidcred. 



DEPARTULENT OF SOCIAL WELFARE 

Social Welfare a d  Rehabilitation DtrecZorate. Para 61-Pager 10-79, 
Audit Report (Cadi), 1965. 

9.1. The Social Welfare and Rehabilitation Directorate was M?t 
up In 1W7 for the rehabhtation of unattached women and children 
who came to Delhi after the partition of the country. From June, 
11M2 the rthsbilitation and care of the nondiaplaced destitute women 
and children was also entrusted to the Directorate. The Directorate 
la running a residential institution known as "Kasturba Niketan" 
for displaced unattached women and children, 19 t ra in ingcum-pr~ 
ductton centrm for thc benefit af wamcn and n Refugee Handicraft 
Shop for promoting the sale of the article?l manufactured in the 
training-cumproduction centres. 

9.2. The Department has not prepared the income and expendi- 
ture accounts for the years 1961432, 1962-63 and 1963-64 for ascer- 
taining the profit or loss in running the shop. (The sale proceeda 
amounted to Rs. 1 :93 lakhs during 1963-64). No balance sheet show- 
ing the financial position has also been prepared (December, 1964). 

9.3. It has been stated (December, 1964) that the delay in the 
preparation of accounts had been due to illness of the manager of the 
shop for about l i  years and that a new incumbent has been recently 
appointed. 

(A) Katturba Niketan Home 

0.4. (i) The Kasturba Nlketan Home, which started with a 
strength of 1,300 inmates in 1952 was functioning with only 333 to 
471 inmates during 1963-64. The Home pays a small maintenance 
allowance to the inmates and also runs a hospital and a training- 
cum-production centre for their benefit. The following table shows 
that although the strength of the inmates has been decrcosing from. 



Yeu No. dinmates in re- Expcndi- 
ctipt of cash doles turn on rs- 

and/or entitkd to tsbllrhmcnt 
accamnrodation and (in lokho 
medial facilities rupees);; 

(B) Training-curn-productwn centres 

9.5. (i) On an average, there were 654 trainees and 1,341 wage 
earners in all the 19 training-cum-production centres run bv the 
Directorate during 1m-64. The administrative expenditure of the 
Directorate on imparting training and, thereafter, providing work 
to the wage-earners during 1963-64 amounted to Rs. 4.99 lakhs, as  
against Rs. 4-32 lakhs earned by the 1,341 wage earners. 

9.6. The Committee enquired whether the working of the Direc- 
torate and its various units was at any time rwiewed to see whether 
the adrmnistrative expenditure was justifled. The Secretary, De- 
partment of Social Welfare stated that the strength of the staff had 
been reduced continuously. While in 1957 there was one class 11 
staff; 24 class 111 and 49 class IV otaff, in 1963 strength of class I1 
remained the same and the strength of class I11 and IV staff came 
down to 13 and 31 respectively. In spite of this reduction in the 
strength of the staff, there was no corresponding decrease in the 
total establishment expenditure due to increase in pay as a result 
of the recommendations of the Pay Commission and also due to the 
sta!T getting their annual increments during these years. Therefom 
there had been no corresponding reduction in the establishment 
expend im.  

9.7. Asked whether 43.2% of expenditure on administration of 
the Board was not considered as on the high side by the Depart- 
ment, the witness added that as the Directorate was not being run 
on business lines, but was meant for giving training and making 
people fit for earning their own living in future, it had not been 



perrsbk to nduw tSae 8dminUnttw exptmdiaur aa fhe Mrectaartrt 
and that the expenditure wam not rwr high rlde. En witt af this the 
Dircctorete had tried to increase the output of these people and give 
lhern better trarning and also to keep the stafT under scrutiny 

9.8. Thc! Cmmlt toc  then pointed out that out of the total expen- 
dltt~re of RB. 12.61 lnkha on the Dirrctorate, the expenditure on the 
sdrnlnirtrotion alone was Rs. 5 45 h k h s  The wltnwz stated that 
according to thcrr ~nvcst~gotions. rcrtaln fees and thc Crntrc charges 
Amounting to Rri 1.57 lakhs wh~rh the Dircrtorirte had earned, had 
not been trikrn into nccrrunt by Audit 'I'hcrcforc. though Rc 4 99 
Inkhs hnd tnvn shown on nrctrunt of r,itahl~.ihmt.nt ch.?rgcbs, !he ac !-;a1 
udmini.rtmtivc c-hargcii wrrrkwl out to Rs 3 42 lakhs. 

@.lo. The witnew prom~srd to look tn!o  thls and to furn1.h the 
Camrnittc~c with n note e x p l a u i m ~  the difcrc?ncc In the rigiires of 
adn~m~st ra t lve  exl;utnditu!-c un the Directorate as given hy the 
D~rcctorate (Iis. 4.99 lnkhs) ir~ld US given hg thcwi to  Audit (N* 5.45 
lakhs). Thc nott- is a t  Appndlx  XXI. 

9.11. The Committee fail to understand why the Mractoratc caJd 
not caxplrin the podtion to Audit earlier either when the &aft Audit 
prra was rent to them or when the para was included in the Audit 
Beport so u to avoid this cantroversy. The Cammlttee were given 
b understand Out a review of the rdmiirtratjve expenditure of 
tbe Wmctorate wm being undertaken by the Govenunent. The 
Committee wauld like to be informed of the d t  d t4is redew. 

0.32. The Comm~ttee referred to the t ramng-cum-pductmn 
centre where the administrative expend~ture on impertwg trhinrng 
to 854 persons and providing work fur 1,341 wageearners during 
l W M 4  amounted to Rs. 4-09 lakhs as agans t  Rs. 4.31 lakhs earned 
by the wage-earners. Explainmg this hlgh expenditure as carntparsd 
with the earnings of the wage earners, the Secretary of the Depart- 
ment #tat& that as these wageearners were novices and aged, their 
&&minary products were yelest and thus were unable t o  ~ l m  
attyth'lryt. Only when their products reached a good standard, these 
sere  sold in the marhet. 



9.15. In reply to a qmskbn. the Committee wtzre informed thpt 
tbess wagcsoraem we& pa%tl om piece rate barb as yrpwved by 
the Ministry of Home Affsim. The earnings of these wapearners 
varied between Rar. 50 ami Rs. 160 per month. 

9.14. As regards dr.cmasc in the number of inmates of K ~ s t u r h o  
Niketan, while i t s  establishment expenditure was the same or  in- 
creasing, thr? Dimtor of the Social Welfare & Rehabilitation Direc- 
torate that firstly it via8 due to the increased salaries paid to 
the staff from time to t~me. Secondly, there were some supervisory 
and other funct~ons which had to be cont inu~d even thori~h the 

-number of inmates was less The Comm~tttu. enquired of the reasons 
for the sharp dcclhne in the  profits of the Rdugee Iiandicrnft Shop 
during 1 9 6 3 4  (Thc rwt profits A I ~  1961-62. 1962-63, 1963-64 were 
RS. 12,143. Rs. 25,658 and Rs. 2,163 respectively). The witness 
stated that thc D~rcctorat,. had reccivcd a bulk order worth 
Rs, 80,000 from the National Dlscipli~re Scheme in 1962-63. T h ~ s  order 
was not given to the Directorate next t ~ m e .  That accounted for 
thc h~ghcr  earning and espcnditure In the year concerned. On the 
order af Rs. 8b.OOb the earning of the Dlreczclr~te amounted to about 
Rs 13 .W AY r q p r d s  the wfde i luctun~ons in the prdW of the  shop 
(tit: . Hs 12.143 *n 1961-$2, Rs 25 fRWl in 1982-63 ahd Rs. 2,163 in 
1963-64\ the Committee wi.chre informed that the profit o f  Rs. 25.658 
in 1962-63 was duc to a ccr ta i r~  ordrr to he cxcrcutcd. 'I'hoirgh the 
order w a s  continued t o  he complc~ted in the following year (1963-64) 
the trading xcounts  were placed In the year 1962-63. As the D~rcc-  
toratc had a continuing system of supplying things. some part of 
the earning which should have gone in thr  following year got 
accounted for in the previous year. 

9.15. The Cornmitteta then pointed out that in spite of the con% 
nuing svstem of supply as followed by t h e  Directorate. so far profit 
and loss account was concerned, i t  was not permissible to a d j ~ ~ s t  the 
profits accruing in one year, i n  another year. No accounting system 
would permit such adjustment. The Secretary of the Department 
thereupon admitted the mistake committed in adjusting the accounts 
of the shop in such 'a way. As regards the position of profits for the 
year 1964-65. the Director of the Directorate stated that profits far 
1964-65 were Rs. 7,777 on the turnover of the business worth 
Rs. 1,35,000. The turnover of the business for 1963-64 amounted 
to Rs. 55,145. 

9.16. The Committee enquired as to whom audit fees as claimed 
by the Directorate, was paid. The witness stated that the Directo- 
rate did not pay any cash; it W 'by prMmmu ad5udineht with 
AG.C.R: while orlcalgting the proflt and loss this flgure of audit 



; iscwm.ddedtoraohoppthemrsctar8tch.dfamde~sn~ 
this fiw might not have k e n  paid The AGCX bbtd that this 
flgurs &auM be included in the profit and loar account bccam ff 
the Dlrectaratc were a private organlutfon then .ome form of audit 
fee would be payable. 

9.17. In reply to another questtan, tbe witness stated that during 
the sickntm of the manager of the Refugee Handicraft Shop for 11 
yearn, the accountant of the shop war functionjng as -cl also. 
The witness agreed that the work of the shop did suffer on that 
sccoun t. 

9.18. The Commlttcc are rnvpdwd to I a u n  th.1 Iba D h c h a b  
had  valved a procedure of preparing Profit & Inrr Accoant which 
wa(r not on the generally accepted principk The Cammltb. f a d  
that the Dimctomtc, rhoolM d a e  thb mtbr h coarrrlbtlas with 
Audit and rev& to the proper procedure of prep* Profit Loma 
Accounts, which will give r tme p'tctPrs of the tbund.l p a d h  
?he Dircttoratc. 

@A#. Tba Commitb. .Ira consider It d o r l r a u b  tb.t d-1. the 
praloagsd irlwu of the m.nrpar for 14 I-, no #tLbrtoq 
arrmgcmenta were made to All ag the port. 

Central SociJ Welfare Board 
Imprmed itrcrinf&nancc of wool account-Pam 102 (b) -Page 140. 

9.20. In November, 1962 the Ministry of Education entrusted to 
the Central Social Welfare Board the execution of a programme for 
the provision of knitted woollcn garments to the jewans. Wool was 
to be purchased by the Board at ex-mill price and sold at the same 
price to registered voluntary organisations and other recognised 
agencier or selected individuals for knitting garments. The Board 
WPS required to hand over the knitted garments to the Ministry of 
Sefence. 

9.21. During the petid November. 1962 to April. 1964. the Board 
purchased 27,862 packets of wool costing Rs. 6 lakhs (epptoxima- 
tely). A part of this expenditure was contributed bv the Central 
Citizens Council. The wool was distributed as follows: - 

Packets 
(a) State Committees 14337 
(b) ArmylPolice OBtces 1,550 
(c) indim Red Crosls Society 8SSO 
(d) WPMuals and institutima 5,825 

m~rt 27- 



gSLi tvcrrnot i c sd iraQl tbes tock~aadotkr tdcordsd  
t h e w  that t h e ~ a i & a n n s a t s h a n d a d ~ t o t b e M i n i s t r y d  
I&fbpc(! was about IL. l.37 U h s  d y  d thllt wool valued at Rs 4.n 
L.khs was still to be accounted f o r  either in the shape of Aniarhad 
garments provided to the jawans or as unconsumed wool (August, 
leer). 

9.23. It has been stated by the Department that the knitted 
articles were returnable to the Board only in respect of category (d) 
mentioned above. In the case of the remaining three categories, the 
knitted articles were to be handed over to the military authorities 
direct under intimation to the Board. Since the State Committees 
were receiving wool from sources other than the Board also, separate 
details of the articles knitted with the wool supplied by the Bowd 
were not kept by them. The State Committees have since been 
asked to certify that the wool received by them from the Board hm 
been fully utilised and the knitted garments handed over to the 
authorities concerned. 

9.24. In the case of wool supplied to individuals and institutions, 
the Department has stated (November, 1964) that the knitted gar- 
ments had been received by the Board in most of the cases and that 
the remaining institutions had been reminded to send the garments 
or unutilised wool left with them. 

9.25. The Committee desired to know how the Board satisfied itself 
about the proper utilisation of wool by various agencies to whom 
these were distributed. The Chairman, Central Social Welfare Board, 
stated that as far as wool transaction was concerned the Board had 
realised the full amount of Rs. 6 lakhs and odd which it had spent. 
The wool was distributed to various voluntary organisations all over 
the country and they had been requested to hand over the finished 
goods to the military authorities of the respective areas. Noart of 
these organisations had sent their accounts but some were still to 
come. Since 1964, the Board had received all the accounts except 
for the amount of Rs. 19,000. In regard to this amount of Rs. 19.000 
the Board had been writing to the agencies concerned persistently. 
The Board had asked the NEFA Administration to hand over the 
finished garments to the military authorities there but no reply was 
received from the MEFA Administration. 



Tmawjer of Welfare Extenhon Projects to M ahila Mandab/Voluntmg 
Organ tsationn-Para 102 (d) -Pages 14 1-142, 

9.27. In 1958, the Roard d c ~ i d e d  to hand over the work relating 
to the Welfare Extension Projects (as originally patterned) to such 
v~l l~nt l l ry  cqanisatlcm iks r v r m  wilhng to continue the actlvjtjrs wlfh 
t h r  Bonrd's grants. During the  pcrlod 1st April, 1961 to 31st March, 
1964. prujccts comprising 1.638 ccntws were transferred to 683 Mahlh 
Mmdal!i/voluntary orgtlntsattons dong with a part of the equipment 
acyu~red for the scheme 

!J.Z8 In Uttnr Pratlesh, cqurpnlent of the value of Rs. 1.48 lakhs 
becnnw surplus iiftt-r the t~ansfcr .  Informatlcm rcprd lng  the posi- 
thn  Irr other Stiiteb IS nut )c t  ava.bblc, A consulldated record of 
such equipment showing Ihr value of equlprncnt ( i )  originally acqulr- 
ed ( 1 1 )  since disposed of and (111) 1y111g surplus 1s 1101 sva~lablc with 
the Board. 

!# 29 I t  has twrn statt*.l I)? t tw Dtynrtmcnt thot t he  mspcctors and 
W d f ~ r t .  oficrrs of thp h a r d  ste in the course of their visits to these 
inst~tution~ that the equipment given to them Ls properlv utilised. 
but no regulnr undertaking had been obtained from the Mahila 
Mandals, etc.. to guard nya in~t  the  use of assets transferred to them 
for other purposes. 

9.30. The Board ngrecd to meet $5 per cent of the  total expendi- 
ture incurred by the Mandals for running the centres. the remaining 
25 per cent of the expcnd!tum being met by grants from the State  
c'l?rovemments, local bodies and from private contributions. Grants 
amounting to Rs. 78.21 lakhs were paid to the Mahila Manials, etc., 
during the three years ending March, 1%4 without obtaining infor- 
ma tian about thr, matching contribution raised from other sources. 

9.31. An Evaluation Committee consisting of both omcials and 
nonsfiiciak appointed by the Boa~d in January, 1964 observed that 
tbc Mahih k d a l s  and other volunhry otganisatiom which had 
Wrsn wer &he p~ojeote had wther the, resouroas mr. the technical 
h r a w / l e d g e ~ r t o . ~  the prognameo and that standvcj of 
performance had not been very satixfactory. 



$32: Tht Cbn5mltDslr deslred to h a w  aborrt tb WItn~fbr of Wd-  
fare I?ixttruion Projects to Mahfla NFsndals and other Volunlpry 
mgmhtions .  The Chairman, of the Board stated that the Board had 
to dose down some of the welfare extension projects started earlier 
and hand them over to Mahila Mandais and other voluntary organi- 
stations. The total value of the equipment rendenxi surplus in 1961 
by the welfare extension projects in U.P. had been Rs. 5.13 lakhs. 
Out of thls, equipment valued at Rs. 4.37 lakhs had since been handed 
over to the organisations which had undertaken to run these pro- 
jects. Serviceable equipment worth about m 23.418 had &en auc- 
tioned. Equipment worth Rs. 63,000 wag st111 to be dinpos~d o f .  
Infomatwn rt.garding the  position of tquipmenta Iving 111 o thw 
States was still awaited 

9.33. In reply to a questlon the wttness stated that the Board 
contributed 75 per cent of the total expenditure of these centres and 
the m a l n l n g  25 per cent was to be raised bv them as thelr own 
matching contrtbutlon. The Board on receipt of the account.: 
of these organlsations and calculating its percentage of 75 per cent, 
released the grants to these organisations and the rest 25 per cent 
was treated as thew own contribution. 

9.34. The Committee then desired to be fumwhed w ~ t h  a state- 
mcmt of funds ra~scd by Mah~la  Mandals and other voluntary cqaril- 
satlons from pr1w:c contributions, other than Rs. 75 lnkhs given by 
the Board. The Committee regret to natc that the required infonna- 
tion is still awaited. 

In reply to a question as to what was the financial control 
extmised by the Board over these organisations, the Chairman of 
the Board stated that accountants were posted at these centres. The 
State Social Welfare b r d s  also send their welfare offtcers and 
inspectors to look into their accounts and to see whether they were 
receiving their payments or whether the children were given their 
nasta etc All these thlngs were checked by the members of Dhttrkt 
Social Welfare Boards. The funds were released to these centres 
when the audited balance sheets were approved by the Board. These 
accounts were audited by private as well as by Government auditors. 
In Orissa and Assam the Accounts were audited by the Government 
auditors, in other cases by Chartered Accountants. 

9.36. The Committee enquired of ,fhe procedure followed in releas- 
ing grants to Mahila Mandals and various other organisationa The 
(Smcer.-in-Charge (Projects) d the B&, while eqplainiag the pro- 
d e d h ,  stated that gene- the grant was released in advance. AE 



soan 88 tSM grmt w u  #am%ioasd. 50 par osnt was rfked.  Tbca 
during the cawm of the yarr on receipt of unaudited statement of 
accounts of prwiour year frum the orgadsatfan, 26 pa cant or JO 
per cent of the @ant w@ is- depending upon the pertornuance 
of thew orgnniretionr. In the case of weil-orgrmised o ~ : i ~  
there wan no third inrrtalment to be r e l d  but in case of Bdahila 
Mondalr whoae performancen were not found satisfactory there was 
a third instalment also to be paid to these organisatlona The adjust- 
ment of the grant released during the year was made in the next 
year when the audited statements of accounts from these organisa- 
tions were received. The total expendrture was compared with the 
budget approved and then 75 per cent of the amount was calculated, 
treating the balance 25 per cent as the contribution of the organioa- 
tion. If on scrutiny it was found that more than 75 per cent, of the 
total expenditure of the organisation had been released then the 
balance was adjusted in the next year and in case less than the 
proportionate amount had been released then also the adjustment 
would be made In the next year. So there was no method of ensur- 
ing before the grant was released that the matching grant would be 
available. When they released next yearb grants they ensure that 
neccssrrry matching grant was r a i d  by the organisation and then 
only they sanctioned next year's grants It was only in a few cases 
that the matching grant was not available: otherwise this system 
was adopted in 99 per cent of the cases. 

9.37. In reply to a question, the Secretary to the Board informed 
the Committee that during 1964-65 the total amount of grants released 
to these organisntions was Rs. 25.11,500 and the maximum amount 
given to any one organisation was about Rs. 40,000 to Rs. 50,000. 
The Committee desired to be furnished with a note indicating the 
number of complaints received against these voluntary organisations 
due to their non-maintenance of proper accounts and their perform- 
ance and, if so, in how many cases payment of grants was stopped. 
Tbe Committee regret to note Itbat the required information is still 
awaited. 

9.S. The Cornmitt- deprecab the delay in furnishing tbt infor- 
mation wLed for by them, as it is necassvg tha.t the information is 
examined by tbem before they come to any conclusion. Tbey desire 
that the information called for should be furnished without any delay. 
In view of the adytnse aomments of &e Evaluation Committee ap- 
pointed by the Board in January 1964 about the performance of tbe 
M.bit. Mandab and other v~luntary oqpnisations wbicb had taken 
aver t4e projsets ths Committee wodd Ub tD be informed of tho 
concrete rtspcr WE- by the Board to improve tbc warking of tlisw. 



Soc(o-sconomic Rogtamms, Para 102 (e) -Pages-142-143: 

9.39. In May, 1958, the Board decided to provide assistance to 
voluntary wedfare institutions for setting up small industries, units 
ancillary to large industries, handioom training-cum-production units, 
etc.. with the object of enabling needy women and physically handi- 
capped persons to earn full or half wages to supplement their meagre 
income. Each unit was to employ 30 to 35 workers. 

9.40. The Board approved an outlay af Rs. 104.43 lakhr ior treat- 
ing an employment potential for 12.000 women by the end of March, 
1966; the amount released u p t o  31st March, 1964 was Rs. 30.80 lakhs 
to 46 units against sanctions totalling Rs. 36.36 lakhs for 58 units. 

9.41. A test-check of the accounts received in the Central Ofnce 
tlf the Board has brought out the following points:- 

( i )  The number of women actually employed in the 43 units 
(3 units out of 46 units since stopped working) was 1,013. 
The average per capata expenditure for providing employ- 
ment worked out to Rs. 3,040 as against Rs. 870 as originally 
envisaged. In one unit 25 women were trained at a cost 
of Rs. 3.11 lakhs. In 13 units not more than 15 workers 
each were employed. 

(ii) All the institutions to whom the grants have been sanc- 
tioned under this scheme have been asked by the Board 
to furnish their trading and profit and loss accounts and 
the balance sheets in addition to the income and expendi- 
ture statements. I t  has, however, been noticed that tlr 
majority of institutions are not submitting their trading 
and profit and loss accounts duly certified by chartered 
accountants. 

(iii) It was observed from the accounts and the reports furnished 
by the inspectors of the State Board/Small Industrier 
Services Institutes that six production units had sustained 
a loss of about Rs. 54,000 up to 31st March, 1963, due to 
poor sale, sub-standard quality of products and heavy pro- 
duction costs, etc. One of the production units had suffered 
a loss of Eta. 24,241 up to 31st March, 1968, against a total 
grant of Rs. 74,000 received by it. 



(iv) 18 tdtr for whkh gsrrtr amouWbg ta Ilrr. %I7 Iddm b d  
been paid up to 31st March, 1964 could not gd in40 pm* 
duction M, far (August, 1964) due to delay in procurement 
of methincry and quipment, non-availability of raw ma* 
rial, technical prwmnel ,  etc. 

(v) In two of the handloom unlts, one at Madras and the ottwr 
at Manrpur, expendrture totalhng about RS 5U.000 was 
incurred on st~pends to trarrwes durtng the pert& of train- 
ing whlch started In November, 1960 and April. 1960 res- 
pctrvely. The production operations at Madras unit had 
to be stopped In July, 1 9 8  due to the t ra~ncd  worker^ 
havrng left the jobs for better wages In other ~ n d ~ t r i a l  
ututs. ?'he other unit at Mampur continued the training 
upto March, I W ,  but could not enter the production stage 
as the tralnws dld not stay on wrth the unrt after t rmn~ng 

9.42. The Sccrctrtry to thv Bmrd stated that upto 10th October. 
1968, the totul number of units assisted was 83 and the amount 
released was Hs. 30.84 lcrkhs in  respect of Soeio-economic proparnmc. 

!l.48. The Committee enquired whether any evaluation had been 
made of the  achfetwments of the  programme. The witness stated 
that an m l u r t i o n  was conducted lest gear by the Evaluation Corn- 
mlttee of ouhide experts, approved bg the Board The Evnluat~on 
Committee hod suggested that the  working capital should be a loan 
rather then in the form of a grant. The Board was workmg out 
the details os to how to give effect to this suggestion ahd adopt the 
revised system. 

9.44. The C o d t t e e  hope that the new revhied system of assist- 
ance to the various units tas snggested by tho Evaluation Committee, 
will soon be given a fair trial, 

Non-receipt of audited statements of accounrs and utilisation certi- 
Jlcates, Para 102(h)--Pages 144-45: 

9.45. In paragraph 90(A) of the Central (Civil) Audit Report, 
1963, a reference was made about the non-maintenance of consoli- 
dated records to ascertain the extent to which the receipt of utilisa- 
tion certificates and audited accouhts u?as in &ears. The position 
continues to be unsatisfactory as in most of the cases such records 
are not being maintained and in cases, whe* they have been main- 
tained, they do not contain complete information. 

0.46. In mapsttb of 'me gear gwlta', -ich art being administered' 
by the State Boards with c?&ct fiwn 4d.t AAfih lm, na. hfo rma t io~~ :  



i C I k 9 i l . b k ) 1 P W t h e ~ & c W M E ~ ~ a k W t t b e n w r ~ a b e r  
d wlkro audited rrcccnrmts have not yet been Motived and 
the amount of unspent balance lying with the grantees. 

9.47. The information in respect of other grants, as collected by 
the Board from their files. -indicates; the following pwsiition as in 
S(r\-ernber. 1964. 

Building grants . 964 

&her grants . 53 - ~ " ---- 

9.38. The position in respect of !hc finalisation of the accounts of 
the State Board and Welfare Extension Projects for  the years 1957-58. 
t o  1962-63 is given below: - 

Year to which the accounts s c l m  h'umhcr of Number of 
nccnunts not accounts rc- 
yct finuliscd ceived hut 

still await- 
ing findim- 
tion by the 

Board 



Ocher grnnts 27 

9.50. Regarding the building grant, the Chairman of the Board 
stated that the Board had not received audited accounts in all cases 
because the mcmbem and Chairman of the Project Implement Com- 
mittee had changed. The Board was pursuing the matter. In some 
cases the construction work was stopped due to  non-avdlability of 
raw matcrralr Therefore, they could not send the accounts to the 
Board. 

9.51. The witnew stated that the audtted accounts had been 
rccclvcd since lmt year from all the other categories including Mahila 
Manduls and other voluntary organizations. 

9.52. The Cornm~ttce were further informed that audited state- 
ments wcrc always accompanied by ut:li%ition certiflcatcs. Giving 
the latest position about thc numbcr of accounts received and not 
yet flnnliscd the Serrctorg to the Board stated that for 1957-58 num- 
ber of accounts not yct rccc~ved was 5, for 1958-59 nothing due, for 
1%9-60 nothing due, for 1960-61 numbcr due was 73; 1961-62 num- 
ber due was 42 and 1962-63 numbcr due was 52. 

g.53. The position of accounts received but not yet Analbed 
wall:- 

I 960-61 . Nil 

a.54 The Committee r q p t  to note that eccarurtr for tbe year w 
hr k k  as lW&J), even though received, stiU m a i n  to be InrUr- 
edbjrtbeBoud. Thsyhopethat .aeuty .c12011wodldbe~in 
AN)I.iar the .ccolurtai. The Committee w d d  .bo like the Boud 
t . . t J t e ~ M o a t e p 8 t O e a S u r e t h 8 t ~ ~ ~ - i B t a s I l b u l l -  
a t l o h d ~ t r d o a e t u b s t a t P t r P n  



O.S& A mew cd the Annual AccouWi for the year 19Mt13 shot~lf 
ur accss of income over expenditure by about Rs, 207 lalthj. The 
total lacome of Ra l a 1  lakhs comprised: 

7-- -- 
(Rs. in lakhs) 

(ij Empbyas' Spcdd Contribution 654 

(ir') Employees' Cmuihution . . 602 

(rii) Intcrtst & Dividend from investrncnts 83 

The apmditure of Rs. r , I  34 lakhs consistfil of :- 

( i )  Medical Rurcfits : 
(a', Payments to State <kwcmmartr as corporation's aharc 

of cxpenxs on prowding medical care . 449 
(6) ~Wcdical treatment and a r e  cxpenscs incurrcd dirca by 

the Corporation 23 

( t i )  Cash & Othcr hcncfits to insurcd pcrsons und thtir dc- 
pcndcnts incurred dirrct by the Corprmetion . 531 

(iii) Interest on lams . 2 

(a) Superintendence . 63 
(b) Field work . 52 
(c)  Other charges . 14 

9.56. According to the reports of the Actuary of the Corporation, 
the outstanding income p e n b g  recovery (which has not been in- 
cluded in the Accounts) was as follows:- 

( i )  Employers' Special Contribu- 
tion due to be recovered in res- 
pxt of covercd factories . 47 48 72 

(ir') Employed Coambutim due in 
nrpaofcovacdfpaoricr. 35 37 43 



1):57. At the outsct the Cfjmmittce wanted to know the cause of 
delay of placing the Aud~t Repart on the part of ESIC for 1983-64 
an the Table of the House. The Mrcctor-General, EmpIo?.m' State 
Insurance Corpratron, stated that the Audit Report was nceired 
tn July, 1965 and the delay was due to the fact that thcre was no 
metling of the. C'orpc11 ;illon Irk (h tobtx, 1965 due 1 0  cmc*rgency con- 
ditlt~nri The Ijrnft I i q v ~ r t  ha4 tct bc adoptcd by the Corporation 
before plncvng rt on thc Tat~lr* of the Hvusc The Corpciratron con- 
sistcd id 25 nwnr!wrs Trorn i l l l  over Indm Due !o rmfSrgency con- 
d i t ion~ thc Corporatrim rould not nwc: tn O~'tober, 1963 a r d  11  wns 
then tt~oiigirt that thr. rncw:irlk: c j f  !he Co;  [I jl;~tion should n e  ?~c id  at a 
timv w h c h  ir..is +uit,rl,lc t o  ;ill ntm-oflicral members. The Corn- 
mltlrr pottittri ou: that the dolay : I \  prr-,enting 1i1c Rt-port had dcp- 
rrwd thv 13;lrl~tll~bc.nt o f  i t \  rrght 1 0  p t  ~ t r c b  i l ~ < ' ~ ) ? t : : t -  i t?  timr The 
W I I ~ I C S ~ , ,  ~ ( I ) \ Y C V I T  v ~ p r f w f ~ d ,  regret ( w r  this delay and prorm -r rl 
to wnd the nccounts 1 1  th r  Cornm~ttw ~nimcdtately. 

9.59 The Chmmiltec are con~treined to note the tiehay in placing 
the Audit Reports on Ernployccbs State Insurance Corporatiun on the 
Table of the U o u v  in time. Thi, delay in prcsentiag the report 
tunlamaunts lo deprivation of the right of the Parliament to reccive 
llre accounts in time. The Cnn~mittec take a serious v k w  of 1hi.s 
&lay and hope that in future the Audit Reports will be presented 
to Parlianwnt m a  after tbcy are submitted by Audit, so that, they 
am wailable to the members of Parliament and the Public Accounts 
Cwnmittw for examination without delay 

9.60. Fkplaininy the proptn-twn o! superink.ndt.nce and fieid ex- 
penses of the Corpwution, thc D.G. of the Corporat~on stated that 
out of the total expenditure of Rs. 63.32 lakhs in 196243, the expen- 
diture on pay and nllowmces under supcrintendcnce was to t h e  tune 
of Rs. 50.25 lakhs and the field expenses for the same year amoun- 
ted to  Rs. 51- fl8 lakhs. In 1963-64 the total expenditure on superin- 
tendence came to Rs. 75-38 lakhs and on Aeld expenditure to Rs. 59.56 
lakhs. There was cantingency expenditure on Adarma equipment 
which was meant for Aeld work. If this errpenditure was axclu- 
ded, then the proportton of expenditure on field wtk WON be more 



k% .+ 01 yy&g (Fnef/t .  . yiz. .&bN ty.. &w~eBts, . .would 
, n,. tp ,k. ;W,t, rvi* in the regional offlees and would fall 

under superintendence. 

9.62. 'The Committee then enquired of fimrres of pnv and allow- 
a n d  for the years 1962-63 ~ n d  1963-84. The witness informed the 
Committee that for 1962-63 under pav and albwpnces the flgu& was 
Rs. 50.25 lakhs while for ficld expenses the flqure was Rs. 43-03 
lakhs. In 1963-64 the expenditure for pav and allowan~es was 
Rs. 54-79 Iakhs and for field expenses the figure WAS Rs. 51*07 l a k h ~ .  

9.tB. The w i t n m  further added that inspite of progrescrfve decen- 
tralization the total expenditure would not decrease. though the 
proportion of expenditure between the superintendence and flcld 
expenses might decrease. 5.500 p p l e  werr working r~ndcr the 
Corporation and their p w  and allowances were increasing since the 
Coqwration introduced the Centr~l Government pnv and ~ l l o w ~ n ~ e s .  
Even with the transfer of some of the works from the Cnr~.porstion 
to  local of l lc~ ,  the wpendituw would not po dawn. Hc added'that 
cash henefltg were administered directlv bv the Corporation t h ~ o u f i  
its 350 to 560 local ofeces Where pavment was made. . .. . , ., .. ' .  1 . 

9.64. h e  Comnjttee then desired that s &tq showinq .bw .this 
reduction in the expenditure nn superintcndence sftw dmejUra2iza- 
tion of its activities can be aftected, mifit bc furnished to them. 
The note is at Appendix XXn. 

9.9. In the pow sqrbrnitte4 .at the liqstance.of. the Complittee, it is 
.tadm $a(. ,the., &&bifity of deree!~@/pt&q oL $urtw if ems .of 
mrk;,b ~ f l f w  was. b j ~ g  eeaalpinH, Hov~pr' due f o pr g m -  r K p l ~ e  e*an@p i$$pt pq, e by Employees State Imuyaw $c erne 
-and in-' in number o insured' persons, the total expenditure 

467 (Aii) -10. . . @ T  . - . , 



: B.W. ~(30m2ngLQ tbe mu itmr d t t q l d i t u r e  d i 9 - W  
Fund, Ule D.G. of the Corporation stated tbt tbe.Oojij&liha h d  
accepted the padon scheme for its employ&. The em@o$e& 'of 
the Corporation were brought under the Pkndm Bcheme in 1963 
elkthe from 4th December, 1969. So aman for all th employees 
who had come under the Pendon %heme had to be adjusted rigbt 
from the date when they joined the Corporation Thcrdorq this 
year some r u t k  adjustment on tMs account was mad& The em- 
p l o y e ~  appointed after Doeember, 1959 were compuhrily btl,ught 
under tbfs Pension Scheme but some of them recruited earlier opted 
for Rwident Fund Scheme. 

9.67. In reply to a question the witness stated that the eontribu- 
tion to the Provident Fund was made at the rate of 81%. The 
Committee thereupon desired that a note, as to what was the contri- 
button In 198142 to the Provident Fund and under which head it 
h a d . h  adjusted, might be furnished to the Committee. The nute 
i a  at Appendix XXIII. 

9.68. Giving the figures of outstanding dues, the D.G. of the 
Corporation stated that a sum of Rs. 25.25 lakhs as employers' 
special contribution and Rs. 12-51 lakhs oh account of Wnpwees' 
ubtributihn was still *outstanding. The earli&t period to ~ c h  
th&e' outstendlnga related w&s tbe year 195253. 

BcSg, As regards the steps.taken.to recover these amounts the wit- 
" ness atatad'that * employerk* contributibn in lmplehlented are& . (ha& beem 'raisdd, fmm 1 f 5% to 24%. The empleees' tontribUtion wais 

.atitlirtlUy Stwlwred at 2.4%. The pr- adopted i ~ h d o v e i i n g  
bt! dnploycrs' contxibution was the same as adopted fok ' t he  
recovery of land revenue. ' The Corporation an t '  the PeQuisition to 
the C o l l e c ~  and then the eertificath p r d i a g s  were conducted. 

P" . f ,  - 
-'in=.ng9rd *to ekpbyed contributidn; tbe amm& *as ncovered 

b throe ' ~ . k . .  Courk ' b e  wit'bees further added tbat'hwe & '-do 
case prac&ally where the ~ o r p & t i o t r  , . - .  had n o t e  taken the kelp . of -. 
either a revenue court or E.I. court in recovering amounts. 

9.70. The Committee desired to knbw tk figures uf ou@bqiag 
amount upto 1962. The witness s1.W that for tbt perlpb-f~ &e 
employers* contribution outstanding Was W. I4 laHy d empiloye&' 
contrfbutirm outstanding .rhs Rs. 11 1- sal riit,tB &l kt:  in4& 



0171.d.n:1qsfy to a q w a m t b ~  the wihces- stated that the largest 
Irre.fn#n~-single person h respect of employers' opecia1 

was Rs. 5.72 .la)ths frona Llajasthan State Electricity 
Bbad,: Ths Corpotatm .had exempted the employees' contribution 
from recovery. Recovery proceedings in respect of employers' 
special contribution were still pending. The S t a t  Government is 
wing to get exemptions from the Central Government even In 
q p r d  to employers' conttibutian. If that happened, then all arrears 
would also be waived. 

9 . a  Explaining the delay in recovery proceedings the witness 
stated that the Carporation was persuading the Revenue Qfkertl to 
expedite the recovery. Sometimes there organisations got them- 
selves exempted from the payment of these arrears. 

9.73. The Committee inquired whether there were cases in which 
employees had paid their contribution but the employers had not 
deposited the amount with the Corporation. The witness stated 
that there were a few cases and in those cases action not merely to 
recover the contribution was taken but ako  in some cases they were 
prosccuted for criminal breach of trust. But such cases were not 
many. 

9.74. Referring to the figure of Rs. 14 lakhs recoverable from the 
- . w o y e r s  a o d b  illMhs .recoverable from the .employees as  being 

fba moslpts .  mer due  the ~i tnes s  stated that Tecoveq was 
made fram, the -em .only. . It. was possible that the money 
might have hean deducted fmm ihe .employees'. salaries but the ern- 
#by-ws might nut have paid. to .the .Corparatian. In all cases em- 
ployer ~ b o r  Uab1e.b pay .these duss though in early years of the 
sheme YiD (same. cases dues w e  not recovered fran the-ampbyeus. 

9.75. In reply to a question the witness stated that there were some 
- xgpre~e~tatiom from theemployers as regard amount mf &. 11 
. A Ahat they Bad nat collected tbhs maw3itc* Giving the 

- c i r r u r Y u M  tber anaunt d .&. .ll ~ ~ l ~ ~ ~ ~ t ~  
as. pppleyeoa*: Jxmbbm& . . fallen in@ meam, the+avtt?~auldated 
that there were three types of arrears which amounted to Rs. 11 

:I *lirkluh. l b e  W ~ m r x e m w t e h & ~ t a  tbo h e t o i l e w ~ q l o ~ i n g  
-pi-- aald ~ ~ l ~ ,  bwcarnd t o  'ilre 



9.76. The second type of arrears arose in cases where the factory 
was elrvrady coveted wrd was workhe &om .I962 and wkre  the 
employer had dcteulfcd and he had mot paid 4he mrp)ayees! cmftri- 
butlm tthelraftm, The third type oE caoe WMI wheret* employee 
has paM , and the employw her a h  Co pay bllt tbe tmploycik has 
delayed in maklng the payment. 

9.77. When the Cammittvc wanted to know the actual b m b u p  
of Rs, 11 lelrhk the witnem statod bhet JC was w a y  difficult b-give 
the break-up. The Committc~ then d c s ~ r d  that break-up of vrrears 
of Rs 1 1  l n k h ~  which rcpr-scntcd thc c\m;ilnyccs' crmtrihutirrn. and 
the repliss received from the rmplovets when this Cltmahd was made. 
might be furrntahcd to the. Committee. The Cwnmittee r c p t  tn note 
tb.1 blw inCe~~#Ucm 1% dl a w d t d . .  

9.78. Thc witncss further stated that thc Corpnrat;w, in addition 
to going to E.S.T. Court in the case of chronic defaultem, d m  took 
rmurae to the provision of section 85 of the Act in dealing with 
chronic defaulters Amonq the defaulters 50 .per cent were major 
pcnfstcnt defaulters and 50 per cent were new defaulters. . 

9 79. In reply to a question the Committee were ,informed that 
d~spite this default on thc part of thr. rmplnvers, cmplopees-eon- 
tlnrrcd to gct the bcncflts 

9.80. m e  Cornmittce'regmt ta no* thbt lnr@ amountu* rtpment- 
ing b e  c m p l ~ e n *  and tmployocb vmtributiins to tht- Cbrpdtation. 
rtill rrmdn to be ~ C W W V * ~  from the employe& and that these' out- 
abndlnm'rre shauring a progwsivc increase. This ' tiearly showq 
tbrt at Cerparath had nd takcri 'efltectifc JItcps to r-ver 
these mrraam Thc Committee would t h e m ,  )ikt the CbryQkatbn 
to take npecial netrswres to realise these firmam and mIs6 to mmre 
that such a m a m  do not accrummulate in future. 



9.83. The value of lands and buildings owned by the Corporation 
at the elow uf the three yeem ending M62-(19 was as follows:- 

I 960-6 I I ~ Q I  -62 I 962-63 

(Rupees in M s )  

(i) Lands & Builhgs (wholly owned by 
the Carporation). 

' ; fltspitals and Dispensaries. . 7.61 ~~4.61 1 64.13 

20.64 27-84 77.84 -. - . 
(I;) Carporation's shdrc of Hoepltills 

and . UupmsariBt (jointly .owned 
I . -.I by thc ,Corpotiltiw imd State Govt,) 0.85 1-16 3-47 

9.84. In addition, advance payments made to State Governments, 
D.G.S. dr D. and t h e  C.P.W.D. for the construction of Hospitals, Office 
bu~ld~ngs, Equlpments etc. were oustanding at the end of 1962-63 
to the extent of R3. 426.14 lalchs. It was stated that construdion in 
sornrs c a w  had been completed but that the audited accounts of 
expenthture m respect of these constructions had not been received 
from the Stade Governments wha were being reminded. 

9.85. Givihg the l a tp t  posi t io~ regarding the lar l jWmtn4dwhnce 
payments made .to State Governments+ the Directur-h%e~al crf Ihe 
Corporation stated that the wpadpsted. ,advana65 'payment. now 
amouhted to Rs. 224 lakhs qll..a&iun& 420 Ub menthed in1 the 
audit para. The matter was king t a b  up at demhfBcial~~leve1 
and the concerned partles were being prasedl for adjuelrnent d 
advance payments. Slnce the work was on Government to Govern- 
m e n t . . ~ ~  some &lap. was. W a p r b &  : ~E&plaidi&. the! ddA9 the 
wit* stated thot the Jinai accounts mere prepared dy.. the' &coun- 
tarit &n&& nf.$tater m: t ~ ~ ~ b a s f s - ~ ~ ~ ~ ~  g f v b  bS;'PIflrr.Ds. of 



9.86. As regar& the adjustum~t of old wunl-- r *! 

the last 7 or 8 years the witness stated that tb9 CqmmtIOQ. r~., 4. 

writing to each State Government in*thl nutesa X& + - r t .  
in these cases was that eume of construction works were not yet 
complete. I t  was only after the cornpletwn of wortr W:4b~&atrdt*= 
ed amounts were avarlable. 

9.87. The CommiUoe desired b know whether t h r ~ I ~ h d , '  
any arrangement to know the progrrt.,~ of conrtrrrctio~~ work. The 
witness mformed the Comm~ttee that the Corporation had two pro- 
cedures for this purpose. One was that the Corporation received 
each month from each Stele a progress report showing the pro- 
m constructron uf E.S.I. hospitals and dlspensarres. The other way 
of knowing the progress of constnrctfon wrrrk-wm than i t  'tha meet 
mg of the Corporutlon each member of the Corporation from each 
Statc would give on account of the progress of construrdfsrsr tn1:his 
State The witness further infomcd the Committee that the progress 
repurtr sent by the State Gwernmcmts were studied by a special 
cell of the Corporatron. Moreover, the officials of the Corporation 
also visited the sites of construction to see the progress of the work. 

9.88. In reply to n qucstmn whether in view d the hugekcanstm~- 
tron programme ahc Corpmat~on had ever eamfdererl the questibn of 
having ~ t s  own bu~ldmg organifption, the witness stated that this 
qucst~on was cons~dered on several occaaons. But in view of short 
aRc of technical personnel it was difacult for the Corporation to 
hnve its own buildmg orqanlsation. The Comrmttee were further 
mfnrmed that the Corporation had very reoentty senctdoned eaptab 
works to the extent of about 30 crores of rupees ali over hdb 4 
that would come to Rs. 5-6 crores each year. The works h.ve.been 
snnctioned but expenditure wtll be spread owr a number lof years. i 



9.91. Tbe Standing Cemmittee of the Corporation resolved in 
~ecember, -1955 that a loan of one wore of rupees might ,be granted 
to the Government of Bombay as asked tor by them for the purpose 
of construction and equipment of the hoepi!als at Bombay, Ahmeda- 
bad and Sholapur. The Government of Bombay obtained the oanc- 
tion of the Government of India in September, 1956 for their obtain- 
mg this loan from the Employees' State Insurance Corporation. The 
first ingtalment of loan of Rs. 23.12 lakho carrying an interest of 4 
per cent per annum was paid to the Government of Maharashtra in 
October, 1962. ' 

9.92. No loans have been given to any other State Governments. 
(ii) Cash Baloniu 

(a) Inustnrrwt in Govt. of India and State Govt. 
Securities and short turn deposits with the 
State Bonk of India. . . Rs. 1,807-82 lekhs. 

(6) ~ l s h  i n c h m i  wich &&in h e  
curreatPFauatS- inband . . Rs. 2.92 lalrbs . 

Cesh with the State Bank of India . Rs. 90.67 lakhs 

Cash + the* Q a t d  -Bank d lndia and the 
bank of Sarada- . . . Rs. oaj5'lakhs . 

Cash with rhe Stata Bank bf Sauraahtra, Hychabad, 
Travancore, Mysort and Patiala. Rs. 3 . oo lakhs 

Rs. 96.94 lakhs 
9.93. Explaining the present position regarding the drawal of the 

balance of Rs. 58.83 lakhp by the Maharashtra Governmant, the 
~ir&h>r: ,fienerd of the ~ o r p o r a t h  stated. that the Government d 
~aha-htra )md, so fqr, e w n  e rum d Ra g9, l&M.la, out of a loan 
of Rs. 1 crow sanctioned in 1956. They wne-now .payfag interrst , 
at 4 per cent. This laan was given for the wmtntction of Worli 
Hospital wbich had been completed but ,its r r t d  quarters would be - 
completed in anather two or t h e  months. 

1 - 1 -  , 

9.91, "fbe Commitw wnquired e t h e r  any time-limit wns itred, 
for the cprpp1etiop of the hospital at the time 04 granting the loan: 
The witness -repbed in the negative but added that in future the 



9-95. As regards thc balance of Rs. 37 lakhs out of the sanctioned 
loan of Rs. 1 crorsl the witness stated that the Govemrpent o_f Maha- 
rmhtm would didw thls amount as t h e l f i a p i ~ k ' i h  ~ u n d g ,  Mulund 
and Chembur were yet ta be completed. In,rcply to quest,ion the 
w t t n w ,  stated that t b  Corporation obtaped the sanction of the 
Central covcknmcnt be for^ granting the loan, under section 28(12) 
of the k.S.1. Corppration Act, .lM. When the Committee paipteil 
out &i .crti?n 28(12) retcqed to rpendmg rnorky only and qot to 
ltrving of lo-, the witness promised to examme t$e y t t e r .  

9.96. Aa regards repayment of principgl, the witness again ptonrilc 
cd to verify whether the repayment of principal was to begin, after 
the last instalment was drawn. The information is still awaited. 

9.97. Tbe Committee do not approve of the practice of the Corpo- 
ration granting big loans outright. The Committee f ed  that in 
such c a m  the Corporation should study tha buildinq roflammc for 

1 I ,  *.. 
which tbe loan is asked fot mad'issue we lsk in iosla mcnts dqend- 
ing oa tbe prepccrs of the building work. Such phasing of tho bans 
would not only prevent the amount being locked up, but 'also ensure 
its proper dlisatlon. . 4 8 r . . . r  

8.913. The Commitkt nre noi sure whether the Corporation was 
authorillcd under Seetiop 28(12T of 'th= k~h .  dCi tb 'advahce I;Plur 
They woutdr'lik~ 'this halter  to be examined in ;o&&&;r' with 
the Ministry of Law and the result communicmted tb ;barn, 

Sickness Benqlt to Insured Persons 

0.99. Section 58(2) of the Employees' State Insurance Act, 1448 
providles that where the incidence of sickned behent'payment to 
, ~ ~ s u r e d  persono in any State is found to exceed the All M i a  Avdrage 
the amount of such excess shall be shated between the Corporation 
and the State Government id such proportion-'as may be'fixed by 
agreement between them. I t  ' was' obsenred that 'the incidence of 
sickness benefit payment to insut-ed persbns exeeeded"the; All-mdia 
Average in Andhra Pradesh, Assam, Kerala, Madhya Pradesh, Madras 
and Myson? during the years 196W to 196163 to the -&bent of 
Rs. 67.23 l a w  but no action hes been taken by the Corpdration to 
share tbe excess with the State Govetllments conceinca. 



9.100. Explaining the posjt~on ~ f .  *?, Corpsratqtn ,asL ce&arfl? tht? 
fixmg of ' @ ~ l )  h i i i  Ahrage" py&ent of sickneu'knefit to insured 
persons, q e  .brectar Cepe* af fhe Goqwxotim; stpltad .that the 
corporqtloq had, not, covpr@ 80 p e ~ ,  pent 4, the totel I udutrlai 
populqt~on. ~ b r e o v e r ,  large mwiy~~lja~.  q p t m  .ot Q U ~ ~ ~ L I P I  and. sub- 
stantid portion of the urdustrial p p u l a t i ~ n  in the, Statss a;L Bihar 
and st# ~ m a i q e d  unqyerM by t)+t: Ad. lo thao.circum- 
stances the 'All Ind~a  Average' could not be reached and so the 
C o c ~ ~ , r ~ t i o ~ ,  felt If, p d q n t  to waive recovery of e x a m  expond~ture 
from ae,atates. 

9.101. When the Committee pointed out that the question of waiv- 
~ n g  of the recovery did not arise at all, the D.G. 02 the Corporet~on 
stated that the 'All India Average' would not be reached 1111 1968 
and in ease t h k  war any extess'erpenditure, it kduld b$ rega;ded 

1 .. . ,. 
as waived. 

9.102. .- Secrgtcyy Department of Social lWelfare also informed 
the C;owittee thqt the question of ,'All India Average' was referred 
to the Qepartrnent alno, euFd the Department had agreed that in the 
presenk .situation, it .ww,di@ult ta. arrive at an !'All. India Average" 
in a fair and square manner. 

Q.lq3. p e  .Cp,wrpi&t.ee enquired as to how 80 per. cent coverage 
gave the 'All 1ndia Avera*' figure.. The k t e t a r y  to the Deptt. 
stated that it was an ad hOc arrangement and the idea, behipdrthis 
percentage was that the bulk of the industrial* + p ~ i a t i b ~  Was 

I -, r ,  6.. 

covered. 

9.1Q4. ,The Cqgpittee thereypon desired  to know as to how this 
perqptagq of @ per cenj was bed..:. The C. &.A.G. referred to a 
note where in the h t t .  Actuary of tbc Corporation was' asked to 
confirm the factual accuracy relating to State Government &are9 of .: ;. .. - 3  

the excess above the -'AH I d a  K a g e '  and the tbtd amount @ere- 
of. ~Thc! certificate in which the-c%nfirmation was' given rdad & "the 



9.10s. Exp#b&#.tW "tbd D.B. of -tW -&&at it 
was vaq.dbiflctrltnawQdltkut a India avemgd t i U  mot of the 
I ~ ~ p r p a , 1 ~ ' * 1 ~ 1  +*ICImLil- a till dm qrrljtEy bf IrcPdid care 
in arcib 49ta~teww mum ar )em L.cbilaWq rsd tabifmu.: <, 

9.108. In reply to a quertiab the 8ecr.bry of the Department in- 
formed the Committee that the Department had not consulted the 
Lsw Mhr~u r e g a d  ?bo a&li0Ptlnn eab 'All l d i a  Average'. 

9.1M. In  reply .to aaother .question the D.G. informed the Com- 
Mtkw that the recovery of excau payment had been waived till 
31rt March, 1968 became with the fncreaae in industrial population 
within the next two ysan ox so;W per cent of the total roverable 
pomna wsuld becowred end a wt *tern would be wolved. 

%I*. The Colnmittte would like that tbe qmtion of applfcaion 
of 'All 1ndh Averye'  be referred to the Ministry of Lcw h tbeir 
opiaknr. 

9.109..'f%;"hk 'of const&ctton *of a dispensary with residentid 
quart&$ -a& .b&qpr, Delhf u+as entrusted to the Central P.W.D. 
as a deposit work. A sum of Rs. 1 lakh was accordingly deposited 
with them on the 20th March, 1962 without acquiring the necessary 
land.. The Delhi Development Authority to whom this plot belonged 
informed the Corporation in May, 1963 that the land in question had 
alreacjy been transferred to the Central Government in September, 
1961. ' 

9.110. The refund of .the advance of Ra 1 lalth paid to C.P.W.D. 
hah not yet been obtained (November, l a ) .  

9.111! The b+htic& have explained that the a m o a t  of .R8. 1 
l& 4 d  &&"&posited -by them at the instance of the Delhi -Ad- 
ministration who had proposed the construction and who prior to 
1st April, 1962 were respousible for the administration at d i e d  1 1  

&*emenb for insure21 pisops in the Dclhi region under. the 
Emplbyees* State Insuranb Scheme, 

@.ilk Bxpw-ii hFe;;mstao& updm yhi& .mount of 
m.. Inhfi rib- Wth tbc CPWD, the D.G. of the Corpora- 



tfon statad that the amount waa deposited because medical care was 
unQr Delhi Administration at that time. Normally the Board 
accepted the advice of the State Government in regard to any pay- 
ment to be modc. In regard to the-reimbursement of the amount, it 
was m$gWeWht ~ m n e ~ l d " b e r d j ~ * ~ ~ * e A ~  
which the Corpoerafffi ird p a y 7 t o ~ ~ ~ i s ~ - ~ ~ n .  The 
witness hutber added that more than six months back the Delhi 
Adhihis~iti5i".was asked Yd adjust 'all the accounts. To &is there" 
had been no reply. 

9.113. In reply to a question the witness stated that in Nove-mber, 
1 ~ 4 a b % @ - -  , . m , ~ ~ ~ i c u ;  'mtt&'.eL:e?d *st Sbpui* 
dmg -%rklrcexq W dhstrmMm. workat once u depmfkt 
wo~%b d .ca~~ywf ktte~stm~abs cMclomd *<the CoqbrWUbi +: 
Whew* Cornm@W$gainte(l'tmatr that 6upatidWhddjat di M c l d l a  
S e r v h w l s d  aa powerg lta order camtrue5lon.- thC Wief Acmbtw*~ 
omcevd%be Oorpor.tion strWCl 'that .Medim# r5hrperi-e 
Delhi wrote to Superintending Engineer to take up the-* 
at an early date as the scheme had adready been sanctioned A copy 
of thslt lHtef was sent to the Corporation aaying that the money be 
paid to hh. * 

9.114: .I& WCamiirftWe dskM wbkfher the plans and &at43 
for ~tHc' mnttmtibn 'of the aspensmy were 'sanctioneti, the D.G. bi 
the C ~ ~ p F o m i s c r d  Zo h k  intb this. Therebpon the- Commlttkf' 
desired. that a hate un the circumstances under which the sum of 
Rs. 1 lakh was depositedlfKfth C.P.W.D. for the construction of a 
dispea~ary etc. before its plans and estirnatea werefl50ncti6ncrd, txd#hW 
be furnished to the Committee, The nde je at Appendix +30EIV,- 

9.11~RGih tlie note submitted at the instance of the Cmmddhe. 
it is ekirwtbat tb'eie'was undue dehy at every stage in tbb came .IruMol 
result&@ ik W h g '  up of 'the.amount of h. 1 lakh sarrctfoncd fat Jbr 
construction 04 a hospital. What is more surprising is that d l  cor- 
rL-- - zh t  rrl)a- >Cldr -@tW 30 bd, @$Id' 'to* 
Dslhtl AdmhJlbrlknj rsmrium-id) &u ' qRe'~enanW&a(swrWt; 
liku * t  dhb UmMm ba'-t a ~ ~ ~ ( r  flarW*14Ii-'{ 
wt -*Id- . r i  



Extra Espendftu~e due.to delay in takiltg purchping deciricin--Para 
?0(a).-~a~e 103. .Audit Rtpm ( ~ i w h j ,  1963. 

(A) Bpot accerawies. 

1W. &lWpl@ r W&rc ~ ~ ~ u i w w m  I~BUWI lbgt tbQmoW?G=e- 
ral,,ajpljqii aoJ UISPD#YILI 10 Jfm~ary ,  JW, fw t4uqwehasaRf&oot 
accBwrlr;s, l p ,  r p a ~ i  ccvw wgqnl &rgpl)rislui tha Qefenaa ~~~~~. 
Thq ,Jqymi aff cr , z p ~ ~ v e d  ~ Q F  "l& kathgr": ~(heremaf tar maboned 
mi I%p,J) wayi,&ym iirm 'A', )NU hose fur j'yt.fr/lmg? and "soles 
haK &iip':l,&4~eqqSrur. rneskowd a0 ~lt?mt&~ a d .  B m p c t w e l y )  
wcrg frqp,&x+s '4' PW 'C'. 

1 W .  The &em a f  the Arms were valid for two months, up to 
13th Merth.51963, but no drarisirm was taken duririg this period, 31- 
though the tender cnqulry tud  iwcn lssucd on an urgmt basis allow- 
ing only jwrlvc days to  ti!^ tyndors~s b ~uLrylt,Qyir yuolir.tronri.l On 
15t$ My#, !963, thc firms wvrc I,IIV.I\CJLIO keep their offqglopen up 
to 15th April,, 1963. Firm 'A' ayrccd, while firnu '&:,aad;G: demand- 
cd tnc'reakcd rates, ns a rpsult of which. the mtes.quofed by firm 'A' 
then becume the lowest fur items 2 and 3 .w \y&. 

lq,& Qn 33nd Uorchr (4963, a a o u n k r - o h  was made .to Arm 'A' 
in rcspcqt ~ f .  item,&, qn tbe ground that *heir quotations for twb of 
the four sizes were 5 to 8 per cent higher thau the last purchase 
pricr?..The.Arm;-however, did not agree -and instead witbdrew their 
offen $or a11 the-items tendcmd for (including items 2 apd a on the 
291kUar(ah4~.1989. 

10.5. The Comnlittce desired to know whether the Department 
was justified in issuing a limited tender enquiry and that too allow- 
ing only 12 days to the tenderers to quote for the entire supplies 



10.6. To n question the witness ~hrted. th$t inf '  r&p6&'' 6f dl1 
Defenre Indents r c c c i ~ d  immcdintcly after November, 1962, the 
Depihmm? is$i~e(i a Il'rnifiid tC t~dc~  chquiry illowing a shortsperiod, 
to the tt!ndkcrrs to'qrrntc. 

10.7. TFih Com6iittc.c arc not convinced with the explanation that 
l imi td  'ten'dk was iswcil becarlsc of the hrgency of thh demand. 
The$ tal that €he' present Tndent Was placed on 3rd beeemher, h962 
after-the i&oe of t h i  28% Odt&er. ' l ~  Id& so that ihe ~ ~ f e n c s  
Minisf* plcrccd thjP' I'naeht with thk frill &n6\;ledgh df their &@re- 
menh thi; Gas nirt to be governed hy 'their ' general letter ot 
October. 1962 l:Kf bi.fok the chin<& aggression. ' ~ v e n ' i f  the &part- 
men# wmntdr4o be daubly flu- better c c m w  wnt t ld l~avc 'h%n to 
r e f e ~  i t  back te the Menm Ministry and drdr them .wheth'OL Wlby 
wanted it to bd tna ted  as an ogbra:ionbk it lbnt cw *hethe ' 2He 
D.G.&&.D,# was k tahe the dplcrr given hr the Ii/'&nf en opeldtib& ' 

10.8. In reply to a question, the witness sthtcil tMt 'YMbe W& flo 
communication from the Dcfence Ministry regarding delay in supply 
of brdt ' ac'cessories 'He added 'th& the D.G.S.&D. were having 
monthly nit!etings with tfie representatives of the Ministry of Defence 
where a reference regarding the &lay' ih supply of boot accessories 
must h v e  (been raade~f V%e CbmmftWlthe~eupo~ dEsirdd 'f6'be fur- 
nished with a' copy ot-%he rtiinuti?a bi- th@bmonthf y tfieeti~gs held with 
the repmente#Wfbf th4!' MtMWy of'Defeh3e mWr+?"br'YtOference re- 
garding the\detay:C#;supply d b& a&esinhPielj 'WW ma&? In a note 
submitted by the Department of Supply it has been regretted. that it 
has nat been .possible to locate the minutes of the monthly meetings 
where 'representatives of Defence Ministry must have'made a refer- 
ence to the dmay in supply of bsot accessorie~, 

10.9. In view of the facts placed before the Commiktee and the 
fa& tb r t  t)U, Dafcd& MfdWtky fi nb4:raktthe; W t f W  of Velay in 
~ ~ ~ p f l b , ' t b W  C!&lfr?@tU?"5ke W'CHc e(li9ni& f iW t h e !  wLiY'no urgency 
involved in this d&. 

8 



lOJ1. Tb Conrqpittee axe uruble Lo u~&r;rrtnd l o w s  Waf t k  
order to the tune of Ba. 21.96 lakhr out of &s. 4&85 Irlrh. wm given 
Lo a party who bad not quoted at dl .  This in the opinion of tbt Corn- 

+ mi* yblatcs .tho o*nctity,of the tender system qad p v i l e  scope 
. f9rrJavpritjmm atc. The Committee arc ow at a11 o~nvjPClCd by the 

tnl.af.tlp? per c p t  discwnf -.the Cammittm belie- that it 
**& T K g s  epw for's tuwteudemr to giv&* u.U. ~ ~ d u c t ~ o ~ l t o  ~t th 

. h b u r  .od dd-t the rWU9 claim d bis ,cuqtdetm T&erCoio- 
- ~ M t a e  tryst that thls qwboti~n will be tbgrqpghly l&mi j*d&ng 

- do(dk!fl @weatjgatJon referred b in* ncpi,ppra. 

I l0.U. Durtng the course of evidence, the Secretary (Depart- 
ment of aupply & Technical Development) aecepkd that t k  were 
mury ~rsetirfwtary features in this case and the Ministry had in- 
stbtuted a very detailed enquiry into the whde brnsinees and that 
some irregularities which came to light in the process of exami- 
natlol3r were a a r ,  under:- 

( i )  There had, been all thqoqgh dday, vacillafion at@ on more 
than one ,occa~ion, D.G.S.&D. wasted .to ab- fresh ten- 
ders when the rnarkqt.was, xising. 

(ji) In tbs case of one Arm who had not crabmiNed any sam- 
plsr, they kept on, sending tdegr- to the Inspector- 

* \ .of &fares in Kanpur. ssking him b .errd a report 
rmp. rrmples bad nat been mbmitted. 

(Ui) In taking decision, in the case of one,party,.at one time, 
they bad said that he  had wiiheaum his @er and raised 
the prices; therefore, his offer should be igp~red But in 
the case of another, who had done the same thing, his offer 

, w q  not ignored. 



10.14. Against an advertised tender enquiry issued in July, l9@ 
by the Director General, Supplies and Disposals for the purchase of 
36.26 lakhs Kilagrams of .Bark Babul required by the Defenoe Ser- 
vk&. fourteen offers were received, of which the lqwert deer war 
from firm 'A' who had quoted a rate of 18 n P  per Kg. for 5 lakh Kgs. 
anel I+ nP. per Kg. for another 5 lakh Kgs. The offer was valid 
q t o  30th .%ptem;ber, 1962. 

10.15. During sub:-equent negotiation . (22nd Spptqmber, , 1962) 
with the tendering Arms for reduction in the quqted..prices, flrm 
'A' stated that thdr  original quotations &buld 6 deemed tch be flnal 
if the  Director General of Supplies and D L ~ O S P ~  did not hem ,frdp 
them till 26th ~ e ~ t e m b e r .  1962. No further rommunication was re- 
ceived from firm 'A' till that date; an order for the qurchaie was . actually issued to them only on the 18th dctober, 1962, after the 
etpiry of the Galidity period, and was, therefore, not acc9p)ed by 
the Rrm. The order was cancelled and the oanceved quantity wqs 
ldqr repurchased from the same Arm in December, 1M2 at an en- , .  
hanced price of 204 nP. par Kg. 

10.16. The delay in placing the order thus resulted in an extra 
, . expenditure of Rs. 22,950 (including Stiles Tax). 

10.17. In regard to this case, the Committee were informed in 
evidence "the failure of the oiRcer concerned was that the tenders 
stipulated 3 p.m. on 26th September, as the last hour at which they 
shdiuld expect an extension of the Validity. He illadvisedly waited 
till 27th and 28th happened to be a holiday. Therefore, they asked 
for extexasion of time which was found t a  be an error, and $he offlcer 

. hAd '&eady been @eeded.ag+n:t. - , An e n t . ~  is m a d e h  Ys char- 
. aakr roll". 

r 

,.. .'10.!% Tbe Caym~Mm ps,,inted out ,w made a recom- 
- F i r m  s r l i ~  hat: in order ,to get *over subh W,culties, an OW- 

&, ~ e r ~ k l o o w m g  * .  the*@@agt & .  &% ~vt~.be,-wp&Jedfby $e Depart- 



10.2U!**e k h ~ w &  iiih &4&'%h I& &li; c r e w  "G' rt.. &,,le- 
menting tbcir rccommmbtioa concerning the appointmeat of an 
ofRcar w e l l - v d  in Lmw of Contrect, The Cornlqtttq, cw b a d $  Bad 
ray  jurtiflcation for making a rderence to the Ministry of Law. The 
Committee desjre that thair recornmendation be impkmstdd dthout 
brthef d&y. 

. . 
Extra Eqenditrrn: due to rejection of l m e r  ofJer-Para 80 of Audit 

Reporl (Citril), 1965-Page 104. 
, . . . 

10.21 : Again&' two indenis rkeivcd from the ~ 'cfence Services 
i n  June, 1962 and Dwcmbrr, 1962, for stopper corks water bottles, 
the Dire~tor  General, Supplies and D~sposais, issued a limited tender 
enquiry in.March. 1963. A part qf these supplies was required bet- 
ween OFtober, 1963 and March, 11)64* apd the rest during April, 1964 
to September, 1964. The offer a t  Rs. 2-10 a down from fim 'A' was 
the loweat, but it was rcjcctqd cq~ the pound that a satisfactory re- 
port on the capacity of thc Arm received from the Defence Inspecto- 
rate in May, 1063, confl~cted with an adverse one received from the 
samc authority carher in April, 1963 The contract was, therefore, 
nwnrded ,to, anothcr erm 'B' on 5th July. 1963, for (I quantity of 
48,560 dozens at  Rs. 3.25 pcr dozen, although the Defence. Inspecto- 
rntc had rlariticd t h ~  contradiction on 12th June, 1963, confirmihg 
the satisfnctnry capacity of Arm 'A'. 

10.22. The rejec'tlan. of the lower offer bf firm 'A' resulbd'fti an 
extrn expenditure of Rs. 41,276. 

10.23. An attempt was later (August. 1963) made 'by the Direc- 
tor Cmersl,  Suppiies:and Disposals, at the itlstance of the Mihistry 
to persuade Arm 'B' to  reduke t h e  contract prfce to the lebel bf 8im 
'A', vu., Rs. 4M pel- dozed; 'but without success. 

10.24. h e  Committee tyere informed in evidence by the Secre- 
tary, Department of Supply and Technical Development that .this 
caw was dealt with by the Director General of Supplies & Disposals 
himself. There was an erpr in-interpreting the instructions of the 
Director General by the OWce because bls note mad as under- 



15s 
Balance 20 per cent h, be decided on receipt of report on 
Mesms (A1 & MI." 

10.25. The Intention of t h r  DG. was that the first 80 per cent 
of the fir. t quantity required was to be placed on this firm (B) and 
t h e  balance was to be decided at  a later stagc. This was treated ac 
one indent by the omce and they placed nn order on the firm for the 
entire period of dt.Iivery. They reserved only the balance of 20 per 
cent.  

T h e  question a;,)se wiii>ther thr manufacturt'r (Mt~ssrs A1 & A2) 
wa: capable of supplying The confusion was created by twd very 
conflict ng Reports. Thtrr was the original report on thcsc two 
other  companies (A1 and A2) 

T h e  u f b  r-in-Chsr!y o f  thc Gcncral Start,.; lnspc*ct~on Depot 
(Defence Inspcct~ratc ,  Dl mtbay ) reportcd that  M 's A1 and M ' A2 
wcre onc ;irid I 1 1 t h  sanw Xo scparntc report w a  thcrcforr srnt by 
him 111 respect of h1,'s. A1 The Dcfence Inspector on mothel* case 
reported th,rt hl/s. '12 were  not rnanufacturcra but were sole selling 
agents of the firm B on whom 1arl:c. order> were placed. The re- 
cords a\.:iilable \ n t h  G S &D. d ~ d  not p row tha t  M j s  A1 wcre not 
m;inufac:urc!~ and thc~c<fore thcv decided to  ask their own inspect- 
i n g  (~ffic(~r t o  makc ;In i n s p c c t ~ o ~ ~  ln Rornbay IIc scnt a ttsleyram 
o n  23-5-63 to ~nfornl D.G. that M/s. A1 and A2 were both cnpublc of 
producing 10,000 pjcees and 8.000 picccs re:pectlvely. There was a 
confirmatory ]ratter on 10.6 6.7. They recommended the placement 
of order on both the firms. Ht*cause of these two conflicting reports, 
i t  was not~ced from the Defence Insprctor's letter of 10.6.63 that the 
office address and factory premkes wcrt! just the same. Therefore 
t h e  D.G. hlmself exanl~ncd the  case and he had noted its under:- 

"The established suppliers in this case are M/s.  (B).  They have 
quoted Rs. 3.95 for quality 'A' Rs. 3.25 for quality 'B' and 
Rs. 2.45 for quality 'C'. Quality 'C' is. however, not avail- 
able now as the firm have reportcd that their stocks of 
material for the quality have been destroyed in a fire. We 
are, therefore, in a position to order quality 'B' at Rs. 3-26 
per doz. For purposes of comparison we need consider 
only offers below this rate." 

10.26. The Inspection M c e r  reported in connection with firm 
'A' that during his visit, it appeared that a show was being enacted. 
M/s. A2 had a few packages with the stamp of MIS. A1 who were the 
*sole selling agents. That was why there was such a suzpicion in 
regard to  the capacity, in the mind of D.G. and he passed the order 

467 (Aii)  L S - I  I. 



Ma 
rm~tioncd above. Thil sppeared to have be- a bonaflde disbelief 
in the capacity which was verified and €xmaMt mlvEgterpretatiar 
of the instructmnr of D.G. But these were the manufacturers and tb 
clrtabtlahed eupplim. 

10.27. ?"he Cumrn~ ttcq pointed out that in the first place the re- 
port was not so advcr-e about the capacity d the A r m  to supply. 
In the second place, DL;. had e doubt. In reply to the elarifiration 
aought by thr* D (; S QT) thta Inspc~tnr G c  r:r*ral s t o r e  wrote an 
12 6.1063 saytng: -- 

''I would like to mention that I have already personally lo&- 
ed into the* matter and confirm the capacities reported 
vide our telegram." 

10.28. The clorificatron therefore came with clear confirmation 
the; this firm was quite capable of supplying Government's require- 
ments. But the ordcr was placed on another firm at prices 50 per 
cent higher. 

10.29. The wltness s t a t 4  that in Nowmber. 1963, long after 
these orders hnd been placed, D.G. himvlf again recorded as under:- 

"1 am still not satisfied that M :s. A l  and A2 a r e  two distinct 
entities." 

10.30 He asked the Director of Inspection, Bombay to pay an- 
other visit t o  the two e(itablishmmts and to report specificalIy ff the 
same equ~pmcnt was being shown a- belonging to both the estab- 
lishments. The witness added that the occasion for this was that 
the firm's rcprcwntative wrote to  the Deputy Ministcr The Deputy 
Ministcr found it dimcult to upprcciotc the action taken by the 
D.G S.&D. Hc recorded a note to this effect with whkh the  Minister 
incharge of the Department a g r c ~ d  The balance 20 per cent of the 
order was placed on M/s.  A1 who supplied the quantity at Rs. 2-40 
and the other order at Rs. 3.25 was also executed. 

1031. Tho Commiliec do not appreciate the reasons advauced far 
placing the orden with a Arm whose rates were Bs. 3% a dozen s 
mimt the other firm whose rates were substantially 1- i.e., 
Ra 2.40 per dozen. The argument that there wwe conflicting reports 
about the capacity of the firm offering the lower rates is not substm- 
tiatetd in as much as on 12th June, 1963 the Inspector General of 
Stores stated In reply to clarification sought, that he  had personally 
i d e a l  into the matter and confirmed the capacities tepartd in their 
Wlfq$am. Moreover, the capacity report was not so adverse as it was 
sought to be made out. 



lO.33. L tbe opinion of the Committee the instrr~rtions were clear 
and did not land t h ~ w l v c s  to any alternate interpretation. They 
are, therefore, =able b understand how the misinterpretation of the 
orders of DG.S & D arose as they were quite explicit. Even Secretary 
atated in evidence "If I were an Assistant-Director, I would have also 
iotarpreted iha iLlstruetion~ in the same manner as he had done.'' 

1935 The Conmiittee conidcr it  unfortunate that a senior omcer 
Jlauld have recorded an important order involving financial implica- 
tions, in a mnnner which to say the least, did not convey the intention 
properly. Thcp desire that this lapse should be taken due note d. 

Delay in Securing Reimbursement of the cost of store.%-Para 81 of 
Audit Report (Civi l ) ,  1965--Pages 104-105. 

10.35. Purchase of stores on behalf of non-Government parties is 
normally undertaken by the Director General, Supplies and Disp- 
4 s  on receipt of advance depos~ts covering the cost of stores and 
departmental charges. In~tructions were, however, issued in October, 
1957 whereby storrs required by Government companies and corpo- 
rations could be purchimd by the D~rectoratc C;c*ncral. and paid for 
by Government in the first instsrrce subject to thc condition that:-- 

( i )  the Financial Advisers of the compames : corporations would 
record a certificate on the indents, to the effect that re- 
quisite funds to cover the purchase have been provided; 
and 

(ii) reimbursements of the cost of stores and dvpartmental 
charges would be made by the compnnics~corporations 
within seven days of receipt of demands from t h ~  Accounts 
Oftleer concerned. 

?'his facility was extended, in May, 1958, to all thc Electricity 
Boards under the administrative control of the State Governments. 

10.36. It has, however, been noticed that the limit of seven days 
within which reimbursements were required to be made was not 
observed in several cases and that there have been delays of several 
months in the payment of demands. In respect of 43 such parties from 
whom reimbursement had been claimed by the Pay and Accounta 
OdClcem, (Department of Supply) up to 31st March, 1964, a +otal 



amount of b. 44-49 lakhr w i u  outstanding for recovery m on 90th 
September, 1964. Of thts, Ra. 10.09 lakha relattd to the period pria@ 
to 1st April, 1983. The p r t m  which owed Rs. 1 lakh and w e t  each 
w r ~  ment~ontd below: -- 

:In ltlkhs of r u m )  

10 38 Thp Comrnit!w drsircd to know i f  t h i s  dec~sion taken In 
Novcmlwr. 1964, regarding withdrawal of post-deposit Tacilitws from 
persl strtit defoultc11.s was rmp1cmcntc.d Thc wtntrss  slat cd that 
letters were wnttcn tt, the parties concerned according to thest. deci- 
sions. Recently, Govumment  had written t o  a ms t  persutcnt defaul- 
tcr, the Comrnissiimc~ o i  L)t \ lh  h lunqml  Corpolat~on suggesting that 
a penal rate of interest at the  ratc o f  12'; from the date ~t became 
payablr would bc c i ~ n r g ~ d  unlcsb lt was pad ln that month. Very 
larg? amounts were outstanding against the Delhi Municipal Corpo- 
ration of the facil~tie of rate contract would be wirhdrawn if s a t b  
factory response \\a> n , ~ t  rcCelved. It  was proposed not only to 
withdraw the facilities but also charge penal interest at 12% on all 
outstandings and i t  was hoped tha t  the situation would improve. 

10.39. In reply to a question the witness stated that considering 
the difficulties experienced, Government were now. thinking of rever- 
sioti to the old system of deposit by local authorities whi& had later 
an been relaxed. The witness added that as a result of persuasion that 



had h e n  done, it was hoped that the o u t s t a d q p  would be cleared. 
in th2 case of M s Indian Drugs & Pharmaceuticals, they had now 
cleared t&ir major dues. 

10.40. The Comptroller & Audtur-General po~nted out b a t  s m l a r  
cases might r u m  in future. hccord~ng to him a Const~tut ional point 
was mvolved AKA tthu as Government was giving financial accomrnodo- 
tlvn t3, th, e u;~der!akings w~thout  the vote of Parliament They en- 
quued the re3ults of the meebng held m December, 1964 betwtqn the 
Accountant General and Department of Supply & Technical Deve- 
lopment a t  w l c h  d6 aspect of the matter was supposed to have been 
tahen up by the Ministry. The witness stated that the Constitutional 
position was not taken 1nto account. They had takcn note of this and 
t hey  would ~mmediately take action on t h ~ s  matter. 

10.41. The Conrmittw would like the coastitutionul point r a i d  by 
the C & A.G. to he c*xamined thoroughly and the dcvision takcn in 
the matter tommuniratcd ti) the Committee at an early date. 

10 42. In  reply to a qucstlon, the Cimniittcc were informed that 
out of 43 partles mentioned in  the audit para as defrtulters against 
whom demands were raised by Pay and Accounts Officer upto 31st 
March. 1964. only five par t~es  were defaulters now, of whom Delhi 
Munw~pal Corporation was one. The amount due was Rs. 26 lakhs. 
out of w h ~ h  one party viz. Delhl Munic~pal Corporation had to pay 
about Rs. 18 lakhs. 

10.43. The witness further stated that claims were raised during 
1964-65 against 108 parties amounting to Ks. 2 6 9 2  crores in  all. O t l t .  
of thtsse 72 pnrticl, owed tin anitrunt o f  H.i. Y.76 r rorw as on Sl.;t May. 
1965. Again it was the Delhi Municipal Corporation which was thc* 
chief defaulter t : ,  t h e  rstent. o f  Hs. 53.5fi lakh:;. ' I h  witness addetl 
that thc liquidation oT these arrmrs by thc D.M.C. w;rr; untlt~r c o , ~ .  
sideration of Government and as soot; as e reply was received from 
th6~ C<.mmis<.ioncr. Delhi Muniripal Cr.~rpr,r:~ti,bn. action would be 
takcn immediately. 

1014. .4t the in~,tancc o f  t h r  C mrnittcr~, thc M~ni , , f rv  (I! Industry 
R. Supply (Drpartmcnt nf Sllpply R. Technical Dcvclopmcnt) furnish- 
ed a s t a t e rn r~ t  showing thr :otal  amount o:ltsinndinE ;rcainst all such 
non-Government Parties at the c lwe of car+ month during 1963-fi-1 
and loss of interest thrreon suffered by Government wh:ch is 
at Appendix XXV. From .he Sfatement, the Con~mittee find ihet 1 1 ~  
amount outstanding at the close of each month on an average during 
1963-64 was Rs. 5,6454,556.00 and loss of interest for one month on an 



lW. Tbt Cammittem we pcrtar'bod to note the nmgmhde of tho 
maants invo1ved, aacparbny the larr of interest WW uaamted tm 
more Ih.n 86 Z l  I.k;hl dUrfiU 196- done. (This rmsrmt hrr beem 
calcnhtod at the nominal n t c  of interest of 3.75 par cent only. If tk 
mnwnt in calcal&d at the market mte of idcrest, it .mrM be much 
hyhn.)  The Comdtta tee1 that it is Hgb t h e  that Qarnntllcnt m 
eonddarad the wbok matter and reverted to the d d  system d .bt.Ea- 
ing a deposit from lmd rotharitih, in dvmwe, so that Govcmmmt 
may not cantinue to lose h q e  sums 62 man- aandly .  SLmultaas 
ou4y the procedure of making rccoverit~ from thew nen-G*ocrnment 
parti- rhuuld be so strcmlined as to ensure payment witlain n period 
of wvcw days of Ihc mrcipt of demarld nnd charging penal i n t c r ~ s t  ir 
c a m  of dcfadt .  

I11 reply to n n  cnquiry f~+om the Dl lwtc~r  General of Supp1ic.h and 
Disposnls. Arm 'A' agrecd to make supplies according to thc rcqtt'rttd 
specification at  an enhanced rate of Rs. 50 each. This qffer was accept- 
1.3 and an order for 14,000 blankets was placed with them in March. 
1963, without taking into account the much lower rate of Rs. 40.50 
offered by Arm 'B'. The extra expenditure amounted to Rs. 1 33 
lakhs. 

10.48. Government have stated (December, 1963) that firm 'B' had 
offered blankets of the required Defence specifications but that fn 
reply to a question on the tender form they had also mentioned that 



blankets would be of quality similar to those supplied against a8 
sllYrr contract placed in July, 1962 which conformed only to civil 
qdfications. It L not clear why no opportudty was given to flnn 'Be 
Oo clarify this discrepancy and why the negotiations were restricted 
only to ilrm 'A' which had quoted a hfgho: nte. 

10.49. The Committee w e n  informed in evidence that in this case, 
there had been an error by the Assfshnt Director who pointed out to 
tbc Director that the spccificatiom to which firm 'B' offered ta rupply 
the blankets were civil specifications, which in fact was found to bd 
.prong. The witness stated that an a previous occasion, they had 
supplied according to defence specifications. In this case, therefore, 
this order should have been placed on A r m  'B' and some body higher 
up should have looked into the speciftcattons because the price of the 
other tenderer was 25% more. 

10.50. The omcer concerned. who was a temporary C;ovo~.t~mcr~t 
servant,  resigned on the 8th February, 1963 nnd hc had taken employ- 
ment with a public sector undertaking vir. MIS The Drugs and Phar- 
maceuticals. The facts of the case were reported to the head af the 
public sector undertaking. A vigilarwe enquiry into this case was 
also ordered a few days ago. As soon as the results of the vigilance: 
enquiry were known, these would also be r~portcd to the hcnd of the 
public sector undertaking because in c a w  therc was n vigilanre 
angle ohviouslv, this officcr would not bc flt to hold omcc cvcn in FI 
public sector r~ndcrtaking Government wns alrcndy proceeding in 
this case. 

10.52. The Ccmntittee wonld like to he ~ ~ p r i r ; e d  of thcb rcsults of 
the 1-i::ilancc enquiry being held into this case and the action lnkcn 
against the delinquent offacial. 

Loss due to non-observance of rules-Para 83-of Am-li! Ru~r.)r.t 
(Civil) .  1965-Pc4ges 106-107. 

10.53. On 18th July, 1961, the Director General, Supplies and 
Disposals placed certain orders on various flnns for the supply of 
"Blankets Barracko" to cover an indent received from the Defence 
Svvices in August. 1960. Delivery of etores was desired bv the in- 
dentor hetween April. 1962 to Oetober, 1962. 
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10.54. On 21st July, 1961, the Director General received a wle- 
p r m  dated 20th July, 19431 (tonowed by a letter dated 18th July, 
1961 received an 22nd July, 1961) from one of the firms stating that 
the price af h. 22-10 per blanket quoted by them was exclusive d 
cxcisc duty whlch would he char@ extra. The firm's contention 
was accepted in respect af an order covering 77,000 blankets and the  
prim amended to Rs 23-37 each (Inclusive of excise duty). 

10.55. As regmrrta another order for S,00C) blankets, whlch had also 
been p l e d  with the flrrn, thr~?, alleged tha t  the dates nf dr!ivrrv as 
ipecrfled in t h ~  order v:rrrcd Irnm that s l i p u l a ~ d  !in the tmrlbv (i.e. 
delivery try 31rt August 1961 had k n  spcifled instcad nf in -4prll 
1962); this n r d ~ r  was then cancellwf without anv financial rcncrcus- 
rlona, and the cancelled quantity was later repurchased from the 
narnc. firm on 18th August, 1961 with certain othw quantitit*; indent- 
ed for hy tho I )~C . I~ ( - (*  S I ~ I C C ~ S  In Junc IMl.  a t  a negotiated rate of 
Ha. 23.25 each. 

10.frB Thc Mtnrwtrv o f  I,nw who were subsequently consulted nr 
thc instance of ~ u d i t ,  t*xpr~i~swi the following nprni(hr~ (October. 
1963) : 

0 )  In r.c*spwt of the onlcr for 77.000 blank@&. the contract had 
hrn c.orrciud~d I)?. t frt .  order dated 18th July.  1961. which 
hird already been ~ssuc.ci twforc t t w  rcbcclpt o f  the Arm's 
modific*tl ofTrr. 

( i i l  In t.cspcsc.t of tht* ordcr for 33.000 bla:~krts thc~.cb was n o  
roncludcd contmct n w n g  to the variation In the terms of 
delivery shown In thr ordcr with !hg,se offcrt.c] !by thcd firm 
in their tender. 

10.57. The tbxtrri pwvnwnt of Rs 97.790 'for cbsrlse du!v ;I cainst lh t*  
ordrr f o r  77,000 hlankets was thus unjustified. 

10.59. Tht* C'omtnlrttv dvsirtd t o  know why revisiLtn of prices was 
allowrti to the !inn after the contract had been mailed, without 
nrsctbrtclining the legal position first. The witness stated that in thhs 
case e1r.o the s m e  offlccr was at fault (referred to in connection with 
para 82 of Audit Report). The rules provided that the only means 
of communication recognisrd for acceptance of tenders were tele- 
gram or r e g i ~ t ~ r c d  letters and the rules are quite definite that expws  



+alivery Letters am not to be sent. In t h ~  case, the error was com- 
m, uprcrss detiveury lattes pr a r d t  d which thc 
tenderer had the lopportunity to change the offer. That was the fir& 
&fault. The Committee dmred to h o w  how the tenderer took ad- 
rurtage of the Issue of express letter to change the offer. In a note 
furnished (Apppendrx XXVI) by the Department 4 Supply & Techni- 
cal Development, I; has been explained that In the case of express 
delivery letter, nc~rixv the sender nor the Post MIcr  of issue 1s In 
pamession of documentary proof of havmg despatched the commu- 
nicatmn whereas ~t 1s not so in the cases of telegramjreg~stcred letter' 
certificate of postmg In the present casts. the firm dtanird Ira~ing rc- 
ceivcd the advance tendcr f~~rwartlcd with thc cvprrss Irttrr The 
. ~ c ~ t l d  default W A S  !hnt t h o  c i ~ l l ~ ~ r \  datv  \\',I> t . h ; i ~ ~ ~ ~ d  from tht- 
orig~nal period g iv t~ i  In the trnder riot~ct~ to ~n~nwdi:itc~ delivery, 
which again resulted ,n the supplrcrs claim~ng that thtk co~itract was 
not in force and ~t had t o  hc. rcnegotiattvt 

10.60. In reply to a qucstron thtx witncsb stattad that t h ~ s  rnatter 
was not referred to V~gllnnce Department There was t w  mala fidv 
rn this case. It was just a casc of violatlor1 o f  rult-s by a temporary 
officer. Thls ease was also being reported to the head of the public 
-tor undertaktng (where thc omcer had gonc) and a lcttcr was 
under Issue. 

10 61 The C'oriir~uttcc. undt.rstand fro111 Atidit that In these rases, 
tht. Post Pr1astt.r. hl~rmpur  drd. 111 f;rct. confirm tlclivcty of two ex- 
p r t a  del1vt.12 l t b t t t n  to  the firm on 20th July, 1961. The Committee 
fall to underst~tncl how thc firm's st,itcment regarding thc non-m- 
cerpt of the ad t ,~ncc  Accqjtances of Tcndvr was accrplrd by the 
Dopnrtmcmt and why IrbgaI opinion w;1< not obta~nc.rt hcfonl agrecing 
t o  the :ncrtsasc In t h c  prictb of the first cont riwt In thca serond casc, 
the varration 111 the datcas o f  delivery helpcrl thc* firm In wi.~~gl!ling out 
o'f the contractual obligatwn, leading t t ~  thr  c:mcellation of the cori- 
tract w~thout financial rr~prrcussiori nwr*ssrt;~t~ng rcptrrchase later 
from thc same firm at  enhanced rates. Thc offcct of this was that the 
Cfivernment was put to n loss of Rs. 1.36 Inkhs. 

Another point whlch the Committee note 1s that in thc  first con- 
tract. the price of Rs. 22.10 per blanket previously quoted bv the firm 
as 'inclusive of excise duty' was, as a result, modified as 'cxclusivc of 
excise dut?; this wice f h a l i y  worked out to Rs. 23.37 afler taking 
into account the excise duty. In the case of the second contract whiteh 
was cancelled, the cancelled quantity was repurchased from the same 
inn as a result of neqotiations at Rs. 25:% per blanket onlg inclusive 



10.62. In August, lW8 and March, 1959, the Director Cenud, Sup 
pun and Dirrpoeab, entered into two agrcsmsnta with the Indian 
Copper Corporation (the only indigenous mmanufacturccr) for the 
supply of Indigenous fire-refined copper ingots. The prices were to 
be based f m  nv-ragt* I,r,ndnn Mrtnl Exchange Price (?pot quotatiom) 
of clectrol~ t ~ c  coppv of the month previous to tho month in which 
the supplies were effected with an addition for frelght, insurance and 
landing cosi at  Ind~an ports ( E  15 per ton in respect of the Arst agmL 
nlent a r d  J- 10 I w r  I o n  i r j  the caw of the w:.c)ntf), and far profit at 34 
pcr c w t  OII t f r t *  c.i.f r-c,.;t I t  camp :o n(,f .cr in 1960 when a third 
agrwment w.th hcinfi rtq:ot~att~d w i t h  l h t t  f i , w  that as the London 
prices rcterrc*d to in the. c ~ a r t ~ i ~ r  agrcemcnts related to "electrolytic 
cvppvr". ;I 11*11:1tc* c-ltuld hit\?c h c ~ n  I-lninwd in fixing the prices for 
"firv-rcfrnc:1 c-)l)pcr" whlrh was : ( I  b i b  ba!+pl~cui under thr agreements. 
T h c  ( * ~ f : : t  p:!ytncnt for t h ~  q a , ~ ! ~ t ~ * : ,  of '9,796 cwt. supplied by the 
firm :i::n!i)+..' the 1958 ; i i ~ I  1959 ,igrccmontF amountcd to  Rs. 39,400 
( c o n ~ p u f ~ d  on the bwis of the rcbntr o f  .EClOsh. per :on secul-i.d 

Irorr, : i l c b  ,inn in respect of the 1960 agreme)3t). 

Further. the element of f IS, per ton for freight, insurrrnt*c :!# 

landing cost nt Indian ports, included in the 1958 agreement, wa? 
h~sed on certain verbal enquiries reported (June, 1938) to have hwv 
made by the Development Ofher (Metals) of the late Ministry of 
Cmmerce and Industry from the Director of the British Metal Cor 
poratian (India) Private Limited. Calcutta, the agents of copper 
manufecturenr in Rhodesia; the rate of £10 per ton in the 1959 agree- 
ment was based on a simllar provision stated (February, 1959) to 
have been included in an agreement concluded by the State Tradinr 
CorpsmHoa h r  the purckwh df electrolytic copper. In the 1960 
-, .)ra-r, the raw far treight, f n ~ c e ,  etc., were to be 
obtelned b the A m  fmn the British Metal Carporatfan qnUia') 



10.W Tha Committee &sued to know why the price differential 
betweem %Isctrolytic and fire rebed copper waa not known to  the 
D.GS&D. Tbe witness stated that this appeared to have been a case 
d ignorance on the part of a Development Omcer from whom advicc 
ww taken. This was rectified by D.G.S.&D. themselves in the course 
ot subsequent yeur  

10.65. Explaining how the mistake occurred, t h~ Secretary, 
Ministry of Industry and Supply (Department o f  Supply atid 
Technical Development) stated thnt the local mnn~if~:c:urc w,.h of 
a very small quantity. It was found thnt :tt th;rt ' * I  I. -o!n!~tmc..; 
the price of ekc t ro ly t~c  copper was higher while at r'ther times t h t l  
price of fire-refined copper wag highcr deperximg uppartmlly o n  
t h i r  availabihty. The quotations from London were \:vnorc\tly for 
electrolytic copper and not for fire-refin~d copper. No price was 
quoted for the fire-refined copper a t  that tlme. ' l ' h t w f ~ l ~ ~  lhosc 
who negotiated for this a g r r ~ m e n t  accepted the priccb o f  the. t . 1 ~ ~ -  

trolytic copper. The very next yenr when thr~y came to know that 
S.T.C. had paid :I :.mailer amount for wvcr the C I F. for a ccmtracl 
nt>gotlatvd by t h r n ~ ,  they came l o  -1':1itq(* !h,it t h w c ~  W;IS :I 1)1.;ce 
differentla1 between fire refined cj +;)ncr and elcclrol y t k  c.oppc8r. 
Therefore they, themst4m~s. r13:nlt J a rc.!~;~te and got 11. T h ~ s  N;:S 
only a case of ignorance and no rnnlufirlc was ~ n v o l ~ v d  

10.66 In a Mcmo (Appendix XXVI I )  wbmit tc-d subsc!qw~tt 1y 
in this connection by the Ministry of  Industry & Supply (Depart- 
ment of Supply & Technical Dcw'oprnc*n;) it has b w n  statmi tha t  
the London Metal Market Exchnng~~ rates w c w  givcn scpi~ratc.Iy for 
copper Are refined and commercial quality copper with caff~ct from 
1st July, 1963 only in the Magazine "The Eastern Metals Hevlew" 
published a t  Calcutta. 

10.67. The Committee pointed out that since the omcer in the 
D.G.S.&D. was a technical man who knew the difference between 
electrolytic copper and fire refined copper, he should also have 
known which was costly and which was cheaper, which was better 
and which was inferior. The witness stated that copper was a 
higMy speculative commodity and its price depended upon demand 
and supply. 'It was not possible for a Development Oflicer to say 



10.61). The Committee deahd b know if the price of electrolyuc 
copper wm not always higher tbm the pnce of Are-refined copper. 
The witness stated that it was not so and it depended an the cost 
af producttan. In May, 1980, the quotation for Rre-refined copper 
w u  fram Fb. 160 to Ra. 181 whereas the price of electrolyt~c m p p r  
w u  k 166. Pmibly the world was going very much more to- 
wads the manufacture ot electrolytic copper and the manufacture 
af firecreAneJ copper war being glven up in many cares On being 
asked ~f thc cost o f  product~oti o f  electrol? t:c copper was m x e  
than the c a t  of production of fire refined copper, thc witness stated 
that i t  might be 'probably so' Rut it was pcss~hlc that there w a s  
some subsidy given to flre-refined cappw 

10.69 The Commit& a r t  of the opinion that since the Ikpnr t t~~cnt  
hw a technical Branch with fullp quaUfid technical owcr, they 
nhoald have knawn that there i s  difference between electrolytic cop- 
per and fire-r&nd copper and the possibility of price differential 
rhmld have attracted the notice of the technical organisation in the 
D.G.S.&D. Had thh price diflcrcntial been taken nsle of in time 
extra axpcndilure of Rs. 59.400 could have been avoided. The Com- 
nrittee hope that such c a m  will not recur. 

Purchast) of Roots Coin bat-- Para 85 oj A udtz Reptrrt ( C t m l )  ,a 
1965--Pap 108-109. 

10.70. Against an urgent demand for the Armed Forces, thi. 
Director General. Supp1lt.s and D~syosals placed orders in January, 
1963, on the b s ~ s  ( 1 1  negot~at~cms, for tht. purchase of 2.63,070 p'ltrs 
of & w t s  C U I I ~ ~ R ~  vnluc-d at Hs 106.60 lakhs, on two firms 'A' and 
B The firms agreed t o  ineke supphes at t h ~  ratc.; at whtch t!le\ 
had already been supplyng b(wts in s~zes 5 to 12 against :hL~l t  
e a r l ~ e r  contracts with the Dlrcctorate General (urz. E'lrm 1.4' 
Rs. 40.50 per pmr. exclusive of 10 per cent excise duty and Ft lm 
'H' @ Rs 4 ? T i  pcr pn-r ~n t~ lus lve  of cxciw duty) ,  but 3s therc, was 
scnrcitv of hooks, they agreed to reduce the prices as shown hrt .\v 
to allow for the ure of c\*elcts instead of hooks. 

Frm 'A' for 1.60.000 pair (ii' Rs. 40.09 (exclusive of  10 per cent. 
cxc se duty). 

Firm 'W for 1,Q3.070 pairs ~7 Rs. 41-30 (inclusive of excise- 
duty). 



The reductinn in price aecured imam flnn 'A' war, thur C& 
Re. 0-50 per pair as against Rs. 1.66 nP. per pair bllCUrtEd f r ~ m  

firm 'B'. This involved payment of higher prim amounting to 
Rs. 1-84 lakhs to firm 'A*. 

10.71. In reply to an audit enquiry made in Octoher, 1963, it was 
stated by the Director Gcncral (October, 1W) that ''no useful 
purpose would have been served by further negotiations with them 
on the subjrct nor was there anv time to do so in tht- face of an 
operational demand." 

10.32. The contracts were ~nitially placed for b ~ o t s  in sizes 6 to 
11 ;  but later. on the ndvlce of the Ihlenctt Inspwtoratc. the q w n -  
t ~ t i e s  ordered in sttes numbers 6 t o  11 were c.hiir~g~d to 7 to 12, to 
accornmdnte the use of more than one pair of socks. Firm 'B' 
agreed to supply the revised sizes without any extra charge, but  
firm 'A' was dlnwcd an extra charge of Rs. 1.50 per pnir on all 
sizes of boots. As stated above, 110th the A r m s  had ngrecd to  made 
these supplies at the rntcs provided In the earlier contracts whirh 
covered sites 5 to 12 Therv was thus no justiflcatitw for the poy- 
ment of extra charge to firm 'A', which amounted to Rs. 2-40 lnkhs. 

1073. As a result of an  audit objection, an attempt was latt?r 
made (September. 1964) by the Direc tor i~ t~  General to persuade 
thc firm to refund thc increase drawn by them,  hut the A r m  did 
not agree. 

1074. The Committee desired to know the reasons for securing 
in-adequate rebate from the firm 'A' for using eyelets in place of 
hooks. The Committee were informed in evidence that during the 
period December. 1962Janua rv ,  1963, Indian troops had to fight 
at higher altitude in  the  North-East Frontier and Rubber-Pro- 
tected Shoes wlth fleece lining were very important There were 
only two possible suppliers in the country vtz flrms 'A' and 'B' and 
Government had to place the orders on these two parties. Firm 
'A' in their letter dated 1st December, 1962 had categorically stated 
that 0.30 Paisa was the maximum reb I tc that they were willing to 
qive on this score because of tfie absence of hoocks and were not 
p r ~ p a r e d  to give any further rebate. In these circumstances Gov- 
ernment could not do anything very much further to press them 
because then the risk was that Government might not have secured 
protective boots for the army. 

10.75. In reply to a question the witness stated that dellverier 
required in the indent were 78.000 pairs between December, 1!M2 



ral MSrCh, lfM; 39#0@ pain bahRsrn -r, t0183 md Wrh, 
1OIU and *,OW pofa betwaa, Aptil Md tkptrsmber, 1964. But lam 
an, after tho North East Ftobtier iinddant. Addrtiansl ScclletPrJr 
Mlnistry of Dcfcncr wrote to DC.S. & D. on k7tb Doccmbsr, 198t 
uying that -t  would be necessary to step up the rate of delivw 
d thin i&m to 50,000 pairs a month far at least a f c a  months be- 
cause it was necessary to pmtwt the troops in snowbound awns. 
Theteforc, C~overnrncnt had to go all mt to t ry end get the best 
rupplies they could. 

10.76. The Committee desired to be furnished with a note as to 
when the ffrst dellvcry of boats was made by A n n  'A'. 

10.77. In a note furnished by the Ministry of Industry & Supply 
(Department of Supply & Technical Development Appmdix 
XXVIII)  i t  has h e n  $taten that the Rtst delivexy of bmts combat 
wea madc on 18th M ~ r c h .  1963 by firm 44'. 

1078 Thr Cornm~tter rnryrrrd by DG.S & D. wrote to firm 'A' 
aubscquc~n?ly tn rrducc thr prices of crrtain items and what was 
thc r c s ~ ~ l t  thcrcnf. The wftness statc*d that after an Audtt objec- 
tion wiw r w c ~ w d  In Oc.trhcr. 1963. an attempt was made tn secure 
a rrduction In pricc but that was not agreed to by the firm. 

10 70 Asked a qucst~on, the witness explained that the Defence 
Inspwtnmte said as a result of experience in the North-East Fron- 
tier. that troops, particularly people from areas who were not used 
to the cold. should wear even 3-4 socks in order to protect tbem 
from cold. Therefore the I ~ p e c t o r a t e  nt Kanpur without refer- 
ring to D.G.S. & D Contacted both the suppliers and asked them 
to gibe the higher a n m  rather than the lower sizes. The original 
&sea of 5-12 would have meant an average of 84. That was 
why the boots that were supplied were of larger size. They nwled  
extra rubber and fleece. 

10.80. When the Cornmittec pointed out that the sizes 7-11 re- 
mained constant, the witncss stated that the explanation given and 
the explanntfon which was put up to the Finance before the in- 
crease of Rs. 1:50 per pair was accepted was that one price for ri 

number of sizes did not go on the average. They had calculated 
the mst on an average of 84 sizes on the basis of which they 
quoted the price. Now the average size worked out to 94. There- 
fore, the cost of production was h w r  ar; more fleece end rubber 
adhesive etc. were required. The 6irm had a e d  for increme of 



1 69 
Ilr 2-40 per pair which included Rs. 1 - 50 on account of mrt of in- 
a e d  fleece. They were persuaded to gtve up to this chlm partly, 
but they inskted on Rs. 1-50 per pair t o w a d s  cast of fncreased 
tleectt. The Inspector of Stores certified this amount as being rea- 
oonablc taking in view the material that was requfrcd and cnncur- 
rence of Ministry d Finance was obtained. 

10.81. The Committee e n q u i d  whether the increaae was given 
to  b d h  the firms The wprcsentative of the Ministry stated that 
whm the inspector Dtfcncc Tnspertorate appmachd the other 
Arm 'B'. he was able :o persuade them to accept the order without 
any price incrcnse D.C.S & D. dtd not know that the ofRcer had 
approached thc firm 'l3' rrlsrj If t h ~ y  had known thnt Arm 'B' had 
agrtvd to  increase the size without raisinq thc pr c ~ ,  they could 
have put it to flnn 'A' that they should a?so not ask for the increase 
in the price. But there being only two mmpanies, and Arm 'A' 
being the larger one, they were practically in a monopoly position 
and Government were therefore, not in position to really negotiate. 

10.82. Asked a question the w~tness  stated that an order bad al- 
ready been placed with the firm 'B'. Thc capacity of firm 'B' was 
must smaller than firm 'A'. But as a result of efforts made by 
D.G.S. & D.-as this was a rcquirernent for Indian troops-both 
firms had agreed to increase their capacittcs -20.00 in the case of 
flrm 'A' and 18,000 in the case of firm 'B'. 

10.83. Whcn the Committee pointed out that there was not n ~ u c h  
difference in the capacity of t11r two firms, the witness stated that 
actually at that time, D.C.S. & D. tiid not know thcb concession which 
firm 'B' had extended because the approach was made by the Army 
authorities without the knowledge of D.G.S. & D. 

10.81 The Comm ttiw pointed out that i f  thcrc h n t l  been any 
change in the agreement it should have been known to D.G.S. & D. 
as they had placed the order and they were bound to know any 
variation in price etc. The witness admitted that there had been 
a failure on the part of D.G.S. Rr D. They should have made enquiries 
from Army Authorities when they (Army Authorities) asked for 
a change in sizes whether the same thing was not required of firm 
'B'. They drd not ask this queetion. W y  when Audit pointed out 
this thing to D.G.S. & D. in October, 1963, they made inquiries from 
the &my Authorities. 
10.m. Asked a question the witness stated that the D.G.S. & D. 

dfd not negotiate with these parties. T t  wae the Army people who 



did it dirwtly. Firm 'A' asked for pn increase in prln and t h e  
brought i t  to the nolice of the D G.S. & D. In the case of firm 'A' 
tko Chisf Inepector of Textiles and Clothing conArmed to D.G.S. L 
D. on 14th May, 1963, that an increase in price of Rs 1-50 per pafr 
war wanted This was dwut-4c.d in the Ministry and with Finan- 
cial concurrence the agremcnt was amrnded givi~lg an increase 
Sn prm. Another important puml raised by the Army Authorities 
ww that as the bont haA to be w d  wifh 3 or 4 pairs of woollea 
~ k x ,  the d mcrrslvnr of ttw h o t  ~;hnuld be ~rrcrewed and this would 
p rov~de  ndd~tronel space 

10.86 'l'l!i. Conmltt tw pointr3.j out tha t  the only point was that 
firrn 'U' ctluld Lc+ per-hiiadcc! t o  agrvc to this changcx. whilr Firm 
'A' could no'. The wrtness !dated that thcsr two were the  on17 
nupplierh. 'I'tic.) wvrc ha\.!~ijl snmr kind of monopoly posit:on and 
D.G.S. L D, ncgotlntcd a h  far n+ thcy coulj They cotild no! get 
more out o f  thcm. "9, 

10.87 The. C'ornrn~t tet, cfitiqu,r.cd whet h1.1 sonw action was con- 
tonp l s~ ,d  rrpinst the firm 'A' T h e  witncw, sfated that ~t was a 
qucstirm of co~npctittc~t~ Whvn othrr p q l c  preferable to firm 
'A' wen. t mnd, orden uprrc placed \v t h  nthclr people. In this case 
they w w r  t t w  only two  suppliers. When Ilm'ted number of sup- 
pliers wcrcb ov!; 'h i  rr :! was dimcult to get the same price from 
ni l  the t h r w  or four. I t  W R S  ;I matter of negotiation Either Gov- 
wnment t l ~ d  not hirvc- thrir  :upplics or they pmd the prlce The 
witnew :~ddt.d t h ~ t  thcrr. \\.:IS rro  third suppljw. These werc v c q  
spminliscd stores and diftlcult to make. 

10.88. In  reply to  a question ke that quit(\ uften orders 
wpr r  p1nrcv-I with Arm 'A' for non-aperatitma1 ~.cqu rr*n~cnts, where 
they werc compcti t iw. 

10.89. To a qu~st ian.  the witness stated that thev would certainly 
consider taking action against firm 'A' in respect of future orders 
as they had taken advantage of the Government's weak position 
in the present case. 

10.80. The Commit& feel unhappy aver the manner in which this 
E.~O has been dealt d 0 r  by the D.G.S. & D. They regret to note that 
ao efforts were made to persuade Inn 'A' to agrte to the varistions in 
the sizes of boats without an increase in the contract pries, ever 
though U r n  'B' had actually agreed to this when approached, In re- 
gard to the use of eyelets in place of h0oE.6 alm, the Committee fad 
&at there was still scope for negotiating an increase in the d 



&. U per CJr adam& ribwed by &m 'A' to Er. 1:8S per pair 
4med tebyBna78',asthydonot M k L t h a t d  8 vmmt didlemnts 
Ub tifr was j9.ttssd in tlte pdces d spec& items iike eyelets and 
hodra In tba meter of supplies fat the Defence Fwcar, tbe C0m- 
m l t b  would not like Government to be placed in a weak pdtitbn uis- 
a-VUI suppkm in India OP the ground of their being monapolists. 
Oovsr~msnt, sboaid, -fore, c-bmpkte taking suitable action 
against the firm which took dvorrtage of Government's weak pusition 
in the present case, in respect of future orders, Tbey hope that Gov- 
ernment will also take remedial measures against such situations 
arising in future. 

10.91 Tbe other upset of the case which is regrettable i s  the ah- 
m e  of liaison between tbe Defence Authorities and the Department 
of Supply 6 Technical Development. It is indoarl surprising that the 
Army Aatharitka negotiated with firm 'R' fo r  price reduction and 
D.G.S. & D. knew nothing about it. The Committee would like strict 
instructions to be issued to all Government hpar tments  so that (Ire 
closest liaison is maintaind between the Indentors, Suppliers and the 
D.G.S. & D. with ngrrd to all Government indents. 

India Supply Mission, London 

Non-Verification of contractors Doc l i t 1~w . t~  as prwided in contmct- 
Pam %Pages 109-1 10. 

10.92. (A) The contracts concluded between September, 1956 
and November, 2938 under a licence agreement with a firm in the 
U.K. for manufacture of an equipment in India contained a pmvi- 
sion that the stores manufactured by the firm would be delivered 
tit prices not less favourable than those given by the Arm to its other 
licencees or favoured customers, excepting Her Majesty's Govern- 
ment; it was, however, stipulated that the firm would "provide 
reasonable facilities to Government of India to enable the Govern- 

- ment to satisfy itself that the prices are fair and reasonable." 

10.93. An attempt to verify the prices in re-pect of certain items 
was made only in September, 1%1 (two years after Audit had drawn 
attention to the matter); but no satisfactory check could be con- 
ducted since the firm refused to furnish certain detailed data re- 
garding cost, on the ground that they were not being furnished to 
any customer including the Britifh Air Ministry. 

10.94, In July, 1963, Government accepted the view taken by 
the ISM. that the exercise of the rights under this clause was to 
be made only h those cases where there was sufficient reason to 
rpl (Aii, -12. 



10.M. IB) Under a licence contract concluded with a second ftrm 
for manufacture of another equlprnmt, orders were placed on the 
26th February, 1968 for tools and Axturas valued at E102.874 (sub- 
mquently hctc?lsed to E134,421). Them was a provision in the 
contract: 

"Thut, should the Govcrnmcnt of India so wish. the Con- 
trector's document can be examined by the Tmhnical 
Cost Department of the British Ministry of Supplv. 
and/or the corresponding representatives of the  Gowrn- 
ment of India, and contractor will provide all facilities 
for t h h  examination to be carried out." 

On the 8th March, 19.58, the A r m  intimated that their prormse re- 
garding the inspection of documents extended to est imate~ of c a t  
only and did not cover other documents. As a result oT discussion 
with the firm, the above clause was amplified to provide that nor- 
mally the examination would be conhed  to scrutiny and examina- 
tion of the estimates by the Technical Cost Department of the Min- 
istry of Supply and 'or the representatives of the Government of 
India. It was also agreed that where additional explanation was 
needed to explain genuine doubts, the firm would supply the ex- 
planation from actual figures but that such cases would be "limited 
to those where either large difirences exist or where a funda- 
mental principle is involved." - 

10. 96. No steps were initiated for a cost examination till Audit 
pointed out the omission in March. 1960. In October, 1962 the A r m  
agreed to make available all documents generally supplied by them - 
in similar cases to the British Ministry of Supply but added that all 
records were not available at that late stage. Both the U.K. Min- 
istry of Aviation and the Hindustan Aircraft Ltd., who were re- 
quested to scrutinise the cost documents expressed their inability 
to do so; the U.K. Ministry of Aviation intimated that their Tech- 
nical Cost Directorate was short of staff while the Hindustan Air- 
craft L tb ,  stated that they were not in a position to pmpare am 
estimate of the cost as  the method of manufacture a t  their end 
widely differed from the methods employed by the foreign firm. 
The I.S.M. then accepted the proposal of the firm to furnish a cer- 
tificate from their Commercial Auditors regarding the basis of pri- 
cing. The Auditors in their certificates (produced in January, 1- 



$Wed that they were not able to express any opinion as to the 
labour hours or the cast of material u d  in the wtimateci. 

10.97. The total amount due under the contract (Rs. 17.92 lakhs) 
has been finally paid to the firm. 

10.98. The Committee desired to know about the delay In taking 
action to verify the reasonablenes. of prices charged by the Arm and 
about the payment of about &. 2.69 crores by Government without 
verification. 

10.99. Explaining the present case the witness stated that orders 
were issued bv the Defence Forccs that thev wanted to lbuy certain 
quantity of equipment. Generally, these were proprietory items 
and therefore, Government's bargaining position was weak. The 
foreign Arms "accept sometimes a cost-examination clause; if they 
are rhort of orders, they want to sell more. When the actual verifi- 
cation is put thrcugh they make things extremely dimcult." 

10.100 The Committee arc surprised at the explanation given 
because:- 

(a) .This is not the k t  time that such a c l a w  was inserted; 
(b) The fact that the item involved was of proprictory nature 

was also not unknown: 

(c) If the insertion of such a clause does not serve any practi- 
cal use, the Government should have devised aome other 
m a n s  of safeguarding its position; 

(d) In any case the Government's rights, to informath and 
verification should have been tested in a Court of Law If 
the party was not co-operating, in view of the huge ammnt 
invdved. 

The Committee feel that &exthe steps should have been taken to 
implement the price verification clause. 

10.101. The Committee desired to be furnished with a note stat- 
ing the reason for the delay of two years to verify the prices in 
t& particular case. Ministry of Industry & Supply (Department 
of Supply & Technical Development) has submitted a note (Appen- 
dix XXIX) stating the reasons for the delay of 2 years to verify the 
prices. Referring to this note, the Committee enquired whether 
there was no chwk or review of cases periodically in the India Sup- 
ply Missim, London to see if any action was pending in any parti- 
cular case and if so why no action was taken for 23 months (June 



1@9 to May 1961) in this case (Contract No. H-1OB1). The witness 
stated tbat there were presdbed procedures for the review of pen- 
ding cases He, however, added that in these cases the price build 
up could be examined only after the cupplies were made because 
there was always the question of price variation. The witness fur- 
ther added that in the case of sub-para 'A' of para $6 of Audit Re- 
part (Civil), 1963, these were fixed p r ~ c e  contracts regarding the  
Engines. In the fixed price contracts, in the care of 6 Engines, the 
Hindustan Air Craft Limited whlch had the financial authority to 
accept the price, had accepted the price quoted by the supplicrs. 
In the course of t h e ~ r  own negotiations, the supply Department only 
trled to improve the terms which were offered. The prices In these 
two ca es relating tu sub-para 'A' were actually related to that oF.- 
ginal contract. In respect uf the orlginal contract, the Brltlsh Gcv- 
ernmcnt's Mlnlrjtry of Aviation oc rtllicate was obtalned that p r x e  
charged for the engines was fair and reasonable Actlon was takes 
at the crppropr~otc time to see what was the lmpcicatlon of the 
price varlationr. The wltness. however, admltted that ~f the nt;t:- 

ter had been persued a little earlier. more lnformatmn could h a w  
been obtained in regard to t h e  actual espndlture. Much time was  
spent in makwg some lnvcstrgat~ons In thls regard. Flnally t h e  
difference whlch they could not fully account for was Lf.1800. The 
Company stated the1 there was no justtficatwn in t h ~  case of fixcd 
price contracts which had been entered mto after negotiation in the  
first stage, for any body to come along and ask for an Inspection of 
their books and so on. However, evtv~tually the company did mzkc 
avallable some information at the lart stag- but there was s!tl! 
some amount which was unaccounted for. 

10.102. The Committee enquired whether there was no system 
in the India Supply Mission, London to follow up closely whctiwr 
the particular conditions of contract were being implcmen ted or not 
(between June 1959 and May 1961 no action was taken in this case 
uiz., cantract No. 1081). The witness stated that (in May, 1961 
when audit wanted cost examination in this) in another case t+ 
India Supply Mlssion. London wrote to the ~ i n i s t r ~ ' o f  Industry a!d 
Supply ayking whether a cost accountant would be sent or whether 
a certificate from the Ministry of Aviation using the facilities of the 
British Government might be obtained. In &Iy, the Ministry 
stated that there was no need for a cost accountant to go to London 
because that would be much expensive and unless there were rca- 
mna to beUeve that prices were exorbitant or unreasonable it was 
not necessary to go into any detailed cost examination. 

10.103. The Committee were further informed in evidence that 
for p considerale time, only two officers who were responsible a t  the 

Vs" 



Mrector and Deputy Dfnctor leveb were dealing with the notas 
contained In the fllc relating to these contracts. Tbe me had not 
-me to anybody else for a considerable time. The C. & A.G. stated 
that  these otRcers were "representatives of HAL rent to progress 
these contracts and to see that deliveries are made at  proper time 
and adequate and correct supplies are made. I t  was more or less 
an individual's jobs because of the technical competence and techni- 
ca l  ability involved." Nobody really was responsible under him for 
not taking action for 23 months except the technical officer. In this 
particular ca:e the direction should have come from the top. 

10.104. The CommlUee m not convinced with the arguments ad- 
vanced for the delay d 23 months in this case. The procedure followed 
h India Supply Mission, London in such matters leaves much to be 
derirad becurse rrwler the existing procedure them is every possibi- 
lity of failure to pursue cases in the event of t r a d e r  or retirement 
ar resignation of the concerned ofRcers. The Committee therefore, 
desire that deps should be taken to improve the present procedure so 
that such serious deIays are avoided in future. 

10.105. Asked a question, the witness stated that Hindustan 
Aeronautics Ltd. was an autonomous body and could buy air craft 
from abroad. They preferred to buy them through India Supply 
Mission, London otherwise they would have to have a separate orga- 
nisation. As the India Supply Mission, Landon did the work of 
H.A.L., officers from the H.A.L. were taken for this purpose. As re- 
gards the three omcer~ involved, one of the ofncers was still in 
Government service and was in the H.A.L. If as a result of the in- 
vestigation. he was found guilty of inordinate delay, 6he matter 
would be reported to H.A.L. for taking action. As regards the 
other two, no action could be taken as they left the service of 
H.A.L. 

10.106 The Committee desire tbat a thorough investigation rhould 
'be made immediately for the lapses in this case. The Committee 
Be informed of the results of inreatigations and action taken agaimt 
ahe officers found guilty. 



MlhlSTRY OF TRANSPORT AND AVXATION 
Lawn la tbe Ddlhi Educated Pcruons' Cooperative Transport 

Society Ltd, 

P~TU 24, p. 22 (Page 1-Appendix VlO-Audrt Repor? (Civil), 1909 
11.1: 

Name rtl  thc l t ~ n c e  Amctunr outstrrndinp F~rliest 
on 3 1 - 3 4  period to 

which the 
- -- - - - - - -- - -- - a r m r z  

rclatc 

11.2. The Committee desired to know the position in regard to 
the repayment of loan by the Delhi Educated Persons' Cooperative 
Transport &x5etv Ltd. The representative o f  the Ministry stated 
that the loan was repayable in five instalments. Instalments could 
not be paid as the society was running at a loss. In about six 
months from the date the Arst instalment fell due. the society had 
gone under Liquidation. Asked whether the amount of loan was 
secured or unsecured, the witness stated that this was a pilot 
scheme and the sanctioning order giving the loan said that the Delhi 
Administration would have the loan agreement sigrmed. However, 
the agreement could not be signed till the date of the liquidation cf 
the society. In reply to a question, the witness stated that the loan 
was given in April, 1962 and the society went into liquidation in Nov.. 
1963. The witness admitted that between April, 1962 and Novem- 
ber, 1963 the agreement could not be signed. Explaining the reason, 
the reprearentative of the Ministry stated that the agreement was t o  
be executed by the Delhi Administration with the society incorpo- 
rating the terms and conditions of the loan. The draft of the agree- 
ment received from the Delhi Administration was sent to the Delhi 
Administration along with the sanctioning order. It was received 



bock frcvm B e  DtUli AdmiaittnUan who said that the agreement 
oslmh into c o w  with one of the local laws-the Usurtous b a n s  
Ant, 1919. The agreement was therefon?, modified and sent back 
again in June, 1863. 

11.3. The Committee enquired the reasons far giving the loan to 
the society before signing the agreement. The witness stated that 
this was a pilot projert and Governnlent was anxious to start i t  with 
the least possible delay. This was one of the three or four pilot 
prefects taken u p  throughout the country for helping educated un- 
employed persons by forming them into co-opcrativc societies. 
There were fif ty  members in this society. 

11.4. As regards the work done by the society, the Chief Secretury, 
Delhi .4dm1nistration stated that this society purchoscd trucks from 
out of the loan advanced by C h q .  of India. Those truck.; were plied 
all over the country. The witness added that after scrutinising the 
affairs of this  society he found that mast of the members had not de- 
posited their share money which was Rs. 1,000 per head. The 
members of the society had been taking advances without any 
genuine purpose, Thc trucks were being plied in places like 
Gorakhpur and Kanpur without the income being regularly credited 
to the accounts of the society. They also incurred haphazard 
expenditure on miscellaneous repairs to vehicles at various places 
and submitted chits which could not be verified. Due to all fhcse 
irregularities committed by the society, Government decided to wind 
up the society. 

11.5. There was another major irregularity committed by this 
society. They were required to repay their loans in instalments but 
this obligation was not fulfilled. 

11.6 In reply to a question, the witness stated that Rs. 3.39 lakhs 
was given to this society as loan and thev did not repay this 
amount. After the society had been wound' up, the trucks belonging 
to the society were auctioned and the amount thus realised was 
credited to Govt, account. 

11.7. The Committee desired to know the financial position of 
the society at the time of liquidation. The witness stated that the 
liquid cash 'had disappeared. They had issued a charge sheet to 
the Secretary of the society who was an o fhe r  of the Delhi Adrnfn- 
istration in the grade of h. 210-425 and had also lodged a report 
with the police. He added that they also wanted to proceed against 
the members of the society who had been misusing the trucks. No 
evidence was, however, forthcoming as it was very diacult for them 
to find facts from places like Gorakhpur and Kanpur where the 
t r u c b  had been taken 



1L8. T ~ c  C~mmJf&ra d a  tht  8 &Qht b giv- 
~ d l f a c t 8 f r o s n ~ b c g l n n i n l u w h o o r t l a b f a P n w m g o Q n k ,  
the society; why agmement w.r mot executed, why the aodctg 
went into liquidation, what were the arscb of the roeiety; what 
were the chslncar fo r  recovering the money and what actim, if any, 
Was taken agaht the oilkrs. 'l'k C!ornmittee a h  dashed #hat 8 
espy of the bp-l.wr of tbt  rocitty mfibt be M b c d .  Tba! infor- 
8natlon b rtiU awaited. 

11.9. In Ihi, cam tbe CoDIlnitba m e  perturbed to jind tbat a num- 
ber of i rqp thr i t in  had been committed which are uunmarbed u 
IaUows: 

I. Lana had beem advanced to the society without e n t n i q  
iata may qpummt. 

2. Mort of the members of the society had not deposited tbeir 
share money which was I&. 1,000 per head. 

3. The members of the society had been taking advances witb- 
out any genuine purpose. 

4. The trucks wert k i n g  plied in places like Corakbpur and 
Kmnpur withour the i n m e  being regularly credited to 
the Occounb of the soeiety. 

6. The members of the society incurred haphazard expenditure 
on &ceIlanllaus npairs to vehicles at various places and 
~ubmltted chits which could not be verified. 

6. Obligation to w a y  loan in indalments b d  not been fulfil- 
led. 

11.10 The Committee regret that Government failed to watch 
the working of the society and ultimately the society went into liqui- 
dation. The Committee consider it a serious lapae on the part of the 
mutborities to have advancod a loan to this society without entering 
Into an agreement with them. 

11.11 The Committee desire that thorough investigation should be 
m:rde in this case and the possibility of launching prosecution against 
thc members of the society should be examined. They should be in- 
formed of the action taken in due course. It is most regrettable that 
r society formed of the educated unemployed shorrld give such a 
poor account of itself. The Committee are sorry to o b m e  that this 
example would discowy(e Government from l a u d h g  any such 
project for helping the educated unemployed person& 
Border Roads-Zrregukltitie8 in muster TOIL, Para 63, page 80, 

Audit R.port (CiuiZ) , 1965 
11.12. Under the works and accwting pmcedure for the cons- 

truction of Border Roads the Commanders, Task Forces are empower- 
ed to employ sldUed or unskilled labour on an "as required basid"' 



In the cneogcrnmt of arc% IPbOUr by a lh& Force, certain procs. 
dunl and Ihanciol begdaritits were noticed by Audit during 
Febua~y-Much, 1969. 

11.19. A court of enquiry convened in Mag, 1962 to investigate 
tbe irrcgul.ritla recorded that it could be reasonably concluded: 

(i) that payment on muster rolls/casual personnel bills had 
not been made correctly in every case; and 

(ii) that the iabour shown as employed had not been employ- 
ed to the fullest extent in all cases. 

11.14. It has been intimated by the Border Road Development 
Board in December, 1964 that the Special Police Establishment, 
which was asked to investigate into these irwgularities, had com- 
pleted their investigation and that the papers were now being 
examined by the Central Vigilance Commission. Pending the 
result of this examination, departmental proceedings against the 
delinquent. ofiicials had been held over. 

11.15. The Committee desired to know the finding of the Special 
Police Establishment/Central Vigilance Commission who enquired 
into procedural and financial irregularities committed by the Taak 
Force. The Secretary, Deptt. of Transport, Shipping and Tourism, 
stated that the latest position was that on the advice of the Central 
Vigilance Commission, charge-sheets were filed in the court of Sub- 
Judge, Gauhati, on 28-5-65 against three of the five ofacers who were 
considered to be implicated in this case. One was an Executive 
Engineer and two were Assistant Executive Engineers. About the 
fourth man who was a Task Force Commander of the rank of 
Superintending Engineer, there was no evidence to justify his prose- 
cution. The Central Vigilance Commission had recommended that 
departmetal action should be taken in regard to the fifth man. 

11.16. In reply to a question, the Secretary, Border Roads Deve- 
lopment Board, stated that the S.P.E. submitted the report on 20-1 1-64 
and the Central Vigilance Commission sent their recommendations 
to the Home Ministry first on 30-1-1965. In regard to one particular 
case, there was a little delay as some time was taken in deciding 
whether that case could be dealt with departmentally or not. In 
regard to that particular oacer's case, the recommendations of the 
Central Vigdance Commission were sent to the Defence Ministry 
on 115-1965. The charge-sheet was fSled before the Special Judge, 
Gauhati, on 284-1965 against three offlcere. With regard to time 



k b o h f u i . Q ( k ~ U L d w i ~ ~ t h C ~  
mCed tbgt when it was decided k, p"rojecute tboiktt 4Scei.s 

and file a charge-sheet, the samc had to be prep~red by the k@d 
branch attached to  the S.P.E. Alter that, it is submitted to the 
Ministry concerned. In this case the MiPistry happened to be the 
Dcft?nce Midtry .  In the Defence Ministry in the case of service 
(Army) officers, the Ad jutant-General's Branch, the Judge-Advocate 
General and the Chief of the Army Staff have to be consulted That 
process of consultation took s o w  time. In reply to a quest~on, the 
wJtnerr stated that one of the officers wes an anny oBcer and two 
were civilian offken. 

11.17. The Commiltc, enquired about the amount in\roI\?cd and 
chargcs against those oniccrs. The witnws stated that the charges 
were those df commiting conspiracy with the object of obtaining 
irregular advances and abuse of official p i t i o n .  The amcunt invnlv- 
cd had not been mentioned in the charge-shret They did not 
know the exact amount ~nvolvcd in this case. The number of 
muster rolls whlch came under scrutiny related to the period 
February 1961 to December. 1961. Total value including payment 
made to genuine pcrsans was Rs. 3 08 lakhs approximatelv. The 
S.P.E. did not contest that the entire labour was fictitious. 

11.18. The Committee desired to know the total amount sanction- 
cd for the project where the irregularities had taken place, the 
actual amount spent and the amount defalcated. The witness 
8tat.d that he had the figures for the project as a whole for that 
area but he did not have the figures as to what was the total amount 
spent. He added that it would be extremely difncult to And out 
the value of work done and the money spent on it. The loss in 
terms of money would be the Loss in respect of fictitious payments 
made. In reply to a question, the witness stated that they did not 
make any .osoessment of the loss sustained by the Government. 

11.19. The Committee regret to note that the Ministry of Trans- 
port doss nod h o w  the loss which the Ciovenrmbart bad s r r d t d  as 
r malt  of hqullutties disclosed in this case. They feel that efforts 
ahodd have been made by the Ministry of R.aagort to and out the 
amount d nmatey defalcated in this case. TBey d d r e  that after the 
modw opmundi ndapted in this case in committing the irrrgalarities 
am adJaed, pmventive v sbaolld be tmken to guard against 
splCh c u m  u!wng in hlture. 



61.a. Giving a brief &tory af the case, the witfies8 B t W  that 
Ithem w e n  8 number of murter rolls and &e irnrgotkritios ##n- 
llPitOled were a b ~  large in number. Some of them were plooerl 
&f& the court of inquiry even before the Chine- aggredon taak 
place. They tried to get some finger-print experts to look &to 
those cases in order to establish which of them were fictitious. But 
before the finger-print expert's advice could bc obtained. the Chinese 
attack came in. Since the people at that time had to be evacuated 
under orders of the Army, when it was done, some of t h ~  documents 
belonging to th,? court of enquiry and also some other documents 
pertaining to various cases of other units were lost. On the loss 
of documents they had n further court of enquiry as to how and 
under what circumstances those documents were lout. Three 
officers had gone into those cases. According to their Antlings no 
further probe was necessary. Those ofTicers =re satisfied about 
the c~rcumstances under which the documents were lost. The 
witness added that as far as individual offlmrs were concerned, 
there were one or two procedural irr~gularitiw for which they had 
been warned to be more careful in future. 

11.21. On being pointed out by the Committee that the police 
had complained that there was some charge against the officer who 
conducted the court of enquiry, the witness stated that the police 
had registered a case against that particular omcer 8 to 9 months 
after the enquiry committee had gone into the matter. 

11.22. The Committee enquired the purpose of the court of en- 
quiry and the exact terms of reference given to the court of enquiry. 
The witness stated that the terms of enquiry were to investigate 
the alleged flnancial irregularities-irregularities in regard to a 
certain number of muster rolls which appeared to be fictitious and 
certain localv purchases made by not following the prescribed pro- 
cedure. The Secretary, Deptt. of Transport. Shipping a Tourism, 
stated that in this case the administrative check failed as even 
individual a t  the top, the Task Commander was involved. It was 
second check viz. Audit, which detected this. 

11.23. The Committee regret to observe that inveriigvtions 
against olficers who had committed fintmcial irregularities in the 
engagement of skilled and unskilled labour were cmapieted after a 
period of three years. It shows that such a serious case was deolt 
with in a routine manner. They deprecate the way in which this 
case had been handled at different stages. 

11.24. During evidence, it was stated that the charge-sheet 
.$.inwt threw officers was filed before the Special Judge, Gauhati, on 
28-5-1965. Tbe Committee would like to know the result of the 
prosenition launched against these delinquent officers. 



11.28, The Committee enqu~ted whether the irregularities hod 
r k  noticed &where a h .  The wit- s!ated that -re wps 
"one more ruiowr c u e  m the NEFA area" which had been investi- 
gated by the SPE and In that case the pmaecution had either been 
hunched or was due to be launched. This case took p l e a  towards 
tha end of 1962 and lnvestlgatlons were started when the then Prime 
Mmirter received rurmp! anonymous complaints The CollllLljttee 
desired that a detailed note giving full facts of the case other than 
the ont! referred to in the a u d ~ t  para pertainmg to falsification of 
muster rolls rmght be furnished. Tbe note mlght state when the 
case came to the notice of the Ministry, what steps were taken by 
the Ministry; the present position of the case and the amount 
involved. 

11.27. In the note* furnished by the Department of Tra~lspart, it 
is mentioned that the p r m t  position of the case is that concurrence 
of the Ministry of Defence to prosecute two oflcicers in the Court of 
Special Judge has been given on 5-2-1966. The Central Vigilance 
Commission would now write to the Ministry of Home Afiairs to 
issue sanction for prosecution of the two officers in the Court of the 
Special Judge. The SPE would then Ale chargesheets in the Court 
against these two officers. 

11.28, The Committee would like to be appraised of the result of 
the prosecution. They would also like that this complicated and 
dilatory procedure should be simplifted with a view to prosecuting 
the guilty pensons expeditiously. 

Unnecessafy) grant of a loan-para 107, pp. I!%-151. Audit Report 
(Ciuil), 1965 

11.29. On 18th Octbcr, 1962, Government agreed to extend a loan 
of Rs. 144 1- to the Madras Port Trust during the curmncy of the 
3rd Five Year Plan, for their plan works on the understanding that 
such financing would be resorted to only after their own resources 
had been utflised to the fullest practicable extent. 

11.30. Although the Port Trust had a balance of Rs. 200 lakhs in 
.the revenue account at the commencement of the financial year 



1- a hDur of IL. 50 l a b  wm released to them on 26th October, 
1862 rep~gcrbk in 2S para and herring interest at the ra8e of 44 
cent. In Desember, 1964, Government had dated to Audit t h a t  

(i) the loan was sanctioned as the Government of India had 
been given to understand by the Port Trust that they had 
already utilised their resources to the fullest possible 
extent and had even drawn upon thc nccumulation in 
their Renewals and Replacement Fund which were nor- 
mally not intended for diversion to rover expenditure ntl 
capital project; 

(ii) a clear picture about the likely balance in the rcvenur 
account of the Port Trust was not izvailable to the 
Department at the t ~ m e  they r ~ u n l m e n d ~ d  thc grant of 
this loan to the Ministry o f  F~nance; and 

( i i i )  the fact regerdmg the ava~lability of the balarlue cumc to 
their notice only towards the end of November, 1962. 

11.31. The Committee desired to know how C*flvcrnmcnt satisfied 
themselves about the eligibilitv of the Madras Port Trust to the 
release of the loan without examining the financial position from 
their accounts. The Secretary. Deartment of Transport, Shipping & 
Tourism, stated that before the grant of loan they asked the Madras 
Port Trust to let them know thc financial po.sition of the Port. The 
Madras Port Trust supplied the financial position to them in the pres- 
cribed proforma. That proforma did not have n column far reserves. 
Therefore the Port Trust forgot to mention Reserve o'f the order of 
Rs. 2 crores. This omission in the proforma has now been rcctifitx!. 

11.32. On being pointed out by the Committee that sanction of 
Government was to be given after the Port Trust's own resources had 
been utilised to the fullest possible extent, the Chairman, Madras 
Port Trust, stated that in the Second Five Year Plan, many major 
works were undertaken in the Madras Port. The International bank 
for Reconstruction and Development had informed them that so far 
as rupee expenditure for Second Plan Schemes was concerned they 
must raise their own money to the extent possible. So all their 
surpluses were diverted to it. During the short span of four years  
from 1958 to 1962, they raised resources to the tune of Rs. 8 crores. 
In their budget estimate for 1962-63 which was framed earlier, they 
had estimated that balance might be of the order of Rs. 148 lakhs. 
Rs. 148 lakhs included Rs. 40 lakhs which were deposits paid by the 
users of the Port. The Port Trust had already drawn not only from 
its own revenue surplus but also from its revenue reserve fund a s  
well as Renewal and Replacement Fund. Therefore, very little 



money wm bft to h o  their capital prof& wa3;r Originallf L.+l 
at the time they made an appWtkm for loan to the Gammmmt af 
India, fn the budget estimates they had anticipated a balance of 
h. 148 lakhe. But a t  the end of the year, it turned out tu be Rs. 200 
fskhs. Previously for allottmg Ro. 8 crores for plan schemes they had 
withdrawn from tho Revenue Reserve Fund as well as from the 
Renewal and Replacement Fund. From Renewal and Replacement 
Fund they had borrowed Rs. 155 lakhs. This had to be repad to that 
Fund. They had also to repay instalment of World Bank loan. There- 
fore. they applied to the Government for Rs. 258 lakhs for the Third 
Five Year Plan and requested the Govcrnment that Rs. 144 lakhs 
might be given for 1963-84. 

11.33. The Committee deared to know why the Madras Port Trust 
twwrowcd the money rtt the rate of 44% ~nterest while they invested 
it at the rate of 3% interest. The Chairman. Madras Port Trust 
etated that the rxuct rate of interest at which they had actually 
deposrted the money was not readily avallablc. On being asked as 
to  how did the T m m p r t  Ministry satisfy themselves that the 
rorraurceo of the Madras Port Trust had been utilised to the fullest 
extent pssible before the grant of loan, the Secretary, Department of 
Transport, Shipping and Tourism stated that after giving the loan 
of Rs. 50 lakhs to the Madras Port Trust they realised that the 
resources were not fully utilised. Therefore, further loans were not 
given. In reply to a question, the witness added that according to 
the report submitted by the Port Trust at that time, they felt that 
perhaps a loan of Rs. 50 lakhs was at least justified, At preoent the 
resources of the Madras Port Trust were dwindling down to Rs. 25 
lakhs In 1965-66, it would be minus. Exlaining the reasons for the 
p a n t  o'f b n s ,  the witness stated that in the earlier years from 1953- 
54 to 1957-58, they were givfng loans to the port. When the Port Trust 
did not use its own resources in 1957, they did not g!ve any loan. 
Subsequently when they came with a request that the money that 
they h-d got in their funds was not sumcient for their operational 
expenditure, Government gave a loan of Rs. 50 lakhs. He added that 
no loan had been given for four years when there was a lot of deve- 
lopment work in the oftfng. 

11.34. The Committee desired that a statement might be furnished 
stating how long the loan of Ra, 50 lakb was kept in fixed deposit 
and at what rate of interest. The statement* has been furnished and 
is a t  Appencb XXX. 
-. --. ----- - - - ---- 

'Wet vetted by Audit. 



US. Ths Ck..mittee B8d tum lapses in Lbh, cum- Firs*, 
.6.oaramart had slrlr$oncdi a lour of Rs. 50 lakhs to the Madras 
Port Trust without findii out tbe balance in the revenuc accouat 
of the Port Trust Sscoadly, it was sanctioned on the spacWc 
condition that the resources of the Port Trust had been utlliwd 
to tbt fullest pncticable extent. It was admitted in evidence that 
Jter g i v h  the loan Government had realised that tho resoarc- 
were not fully u t i l i d  by t k  Madras Port Trust. The Committee 
ngret to note that full verification of the financial position of the 
Madras Port Trust was not made in this case before rclouuirrg loan 
of b. 58 LLbs in October, It is also unfortunate that the 
Mudm Port Tnut, while mpplying the financial position to the 
Govt. of India in the prescribed proforma failed to mention the 
reserve of the ordtr of Ra 2 crom The Commtttee hope that ssvh 
omissions would net occur in future. 

11.36. The Committee desire that in future every possible care 
should be taken by Government in such casea and the financial need 
-of the institutions should be examined fully before giving loan. 

Visakhapatnam Port 
Para 125, pp. 164-165, Audit Rqxrrt (Civil) ,  1963. 

11.37. General.-The Visakhapatnam Port was under the direct 
control of the Government of India till 28th February. 1964, aftcr 
which date it was constituted into a Port Trust under thc- Major 
Port Trust Act, 1963. 

11.38. ( i )  The financial results o f  the Port for the three years 
ending 31st March, 1964 are summarised below:- 

---- -- - - - - - . . -- .. - - -. - - 
(In lakhs of rupees) 

Capital at charge. 
At the beginning of the year . 814.34 879.33 997.80 

"Gross earnings. 

(excluding Pilotage account and 
drawals from Reserve Funds) . I 70.46 I 88 - 78 234.28 

43- workmg exqases. 
(excludmg P~lotage account but 

including payment of interest and 
repayment of loan and conttibu- 
tione to ~bligatory Reserve Funds 
ris. Dcprccmtion Rgerve Fund 
and Revenue Reserve Fund) 174.46 188.50 188.29 



aefidt I-) . -*-oo 4-0.28 $44.99 

Percentage of' net comngs,ridicit to mean 
capital at charge . -3'47 0.33 4'  14 - - +* - - < -  ........"--..- . .-...- -. --- --- --.. P 

1139. The incream of Rs. 45.50 iakhs in the gross earnings during 
1963-84 over those af 196243 was  rnamly under receipts from im- 
ports (Rs. 6.62 lakhs), handling charges (Ha. 7.65 lakhs), lands and 
buildings (Hs 11 43 lakhs) and termma1 and siding charges (Rs. 4.98 
lakhs). G r o s ~  working expenses in 1962-63 mcluded Rs. 12- 17 lakhs 
towards paynlcnt o f  arrwrs of pay and allnwancn to staff cr me- 
qucnt on rcv~sicm of pay cscalcs 

11.40. Grrm working expenws in 1983-434 included Rs. 5.92 lakhs 
towards payment of rirrcars of shunting engine charges to railwavs. 

11.41. Interest charges on the entire capital outlay are being 
adjusted in the accounts by debit to 'revenue' from 1961-62. Duri.- 2 
the earlier years, interest charges were adjusted in the accounts 
only on the capital outlay incurred after 1st April, 1946. 

11.42. Government have stated (August, 1962) that a long term 
review of the financ~al postion of the Port is being made. this will 
cover the forecast o f  the rcvcnue and expenditure during the :wxt 
60 years, the interest to be paid on capital at charge. the rsrcnt to 
whrch the Port charges can be increased and the extent to which 
capital data should be scaled down. 

11.43. The Committee enquired whether the review of the finan- 
cml position of the Vkakhapatnam Port which would cover the fore- 
caqt of the revenue and expenditure for the next 60 years had been 
completed. The Secretary, Department of Trans2ort, Shipping and 
Tourism stated that the idea of the review was to ascertain as to 
what extent the Port Trust would be in a position to repay the loan 
and to what extent the loan should be treated as equity investment. 
The Transport Ministry held discussions with the Chairmen of vari- 
ous portg and also had discussiom with the Minratry of Finance. 
They had not arrived at any definite conclusion. Asked as to when 
they would arrive at a decision, the witness stated that the case was 



with the Finance Ministry and as soon as they agreed to their p r o p  
sals, the decision of the Government of India would be conveyed to 
the Port authorities. 

11.44. Tbc OomnriPtee may be apprised of the decision taken in tbe 
mnttct. 

Unecotunnic working of a dredgerlsu h - p ~ m ~  ( i i i )  , pp. 165.166 

11.45. In 1938. a Suction Dredger was purchased at a cost of 
Rs. 129.54 lakhs. At the request of the Port Administration, the 
dredger was fltttd with coal-fir& boilers nt an extra cast of Rc. 5.39 
lakhs. The suppliers and the Consulting Enqinwrs hnd rc.trw-m~nd- 
ed that the dredger with oil-flrcd hilcrs would be more advantage- 
ous from the point of view of operatinn. maintennncc and efficiency 
but the Port authoritic3 d e c i d e  on the Installatmn of roal-tired 
boiler, f i r  the reason that thc operational cost of oil-Rrtd boilers 
was l i k c l ~  to iw much higher, even after nllowlng for t h e  h i g h ~ r  
calor~fic value of 011 as fuel. 

11 17 In Julv. 1963. the Govc~rnmt~nt sanctiorwd t h t  conversion of 
co,?l-fired hnilers fn oil-fired one,, at an rs! lmntwl  cost of Rs. 1.90 
lnkhs (which ha5 since been rvvised to Rs. 2.58 Iakhs in June,  lNi4) 
as i t  was expectcd that such conversion would result in an annual 
vvinq of Rs 2.20 lakhs af ter  alloving for the extra cost of fuel. The 
conv~r.;ion h m  not yet been completed (November, 1964). 

11.18. The extra expenditure of Rs. 5.39 lnkhl; incurred on gcttir~q 
coal-fkcd boilers in place of oi!-fircd onr-, 3 r d  the cs'imated cxprndl 
ture of Rs. 2.58 lakhs on thc prnposcd re-convcrc;ion of the hnflers 
to oil-fired ones have arisen from the rejection of the recommcnda- 
tion of the suppliers and the Con.;u!ting Engineers that Ihe adoption 
of oil-fired boilers would be arl~nntagcous in several resrpents. 

11.49. Explaining the reasons why a dredger with coal-fired boilere 
instead of oil-fired boilers was purchased and why the advice ot  
suppliers aqd the Consulting Engineers to obtain dredger with oil- 
fired boilers was rejected, the Secretarv of the Department of Trans- 
467 (Aii) -13. 



po* Shipping and Tourism rtskd that at the time when the dndgcr 
was ordered, the Railways w e  in charge ot the Vtsrikha~tm 
Port. As the Railways awned mines, they were interested in carrg- 
ing the coat in their own transport Therefore, they d&ded to par- 
chase the dredger with d-fired krilem. When this decision tlrm 
taken, it was possible to get the particular grade of coal. But s u b  
quently because of high priority projects whi-h came into existence, 
this high grade coal had been earmarked for them. Therefore, this 
parttcular coal was not available for the dredger. The only alterna- 
tive Wru to switcb over to ail-firing. 

11.50. In reply to a question, the witneer stated that the decision 
to convert it was taken in July, 1963 when the Coal Controller in- 
formed them that high grade coal would not be available. The 
equipment had been received from Holland and it was in pracess of 
conversion- The witness admitted that with oil-firing the efficiency 
of dredger would increase. Coal-firing did not bring in full efR- 
cicncy and to that extent there was loss. 

11.51. The Committee &sired that a note might be furnished ex- 
plaining why it had taken a long time to convert the coal-fired boilers 
into ail-fired boilers even though a decision was taken in this regard 
In 1063. 

11.52. +The nate has been received and is at Appendix ;r(3CKI. 
From the nate the Committee find that the sanction of Government 
of Rs. 1.90 lakhs (involving a foreign exchange component of Rs. 1.33 
lekhs) to convert the coal-fired boilers into oil-fired boilers one was 
given on 29th July, 1963. On receipt of the same in the Port, an 
indent was placed by the Port on 12th September, 1963, on the 
D.G.S.&D. Madras bra~wh. The Madras branch of the D.G.S.&D. 
called for tenders in October, 1963. The rate quoted by the Indian 
Agcnts of the Dutch Arm was valid upto 1st December. 1963. The 
date fixed by the Indian Agents was quite short, since it in- 
volved foreign exchange in exress of Rs. 1.33 lakhs originally sanc- 
tioned by Government. In the meanwhile, the tenderer increased 
his rates and therefore, Government was requested in May. 1964 to 
sanction Rs. 2.58 lakhs involving foreign exchange of Rs. 1.85 lakhs. 
The revised sanction was received on 5th June, 1964. The acceptance 
of tender was finalised bv the Madras unit of the D.G.S.6r.D. with the 
representative of the Dutch Arm in Madras on alst July, 1964. 

11.W. Tbe Committaw regret to mete that the original decision to 
pancbroa !be dredger fitted with coll-fh.ad boilars as against o i l P d  

- 
*Not vtttcd by Audit. 



'I ...II- r L a d r w ~ - A 4 d b y t h e ~ U s n a n d d t l n g  
w a ~  nat mud. If odgid ly  dl-&red boilem bad been 

abhbd, this loQs by way of initkt mtm cogt and the axpenditrus 
r conversion as rlw, due to less ~ c i a t n c y  of the coal-fired baiter 
arid b v e  d d d  The Chamittee rlro regret to note thrt 
4 b  Vblbpabum Put Trust failed fo &ate correctly the 

of the morrccy required to eaa- can1-8rsd boiler into 4- 
lhsd bdkr. They fad  thrt had the Pat authdties csli~irntcd cor- e, there wodd not have btea sorch m iaug delay ia the ccnrvemion 
dtLebdlars and a lot at mamy codd have beon saved. 

11%. The Colnmittee trust that as stated in the note, the equip 
menrt will be fitted in June,'July, 1966. 

Larr in nrnning of Steam Fwry-acb-pam ( i v ) ,  p. 166 

11.55. The Teppanru Steam Ferry Service run by the Port has 
ken working at a loss since 1951-52, except for small profits earned 
&wing the two years 1964-55 and 196536; the loss during the years 
lSl-62, 1962-63 and 19634% amounted to Rs. 67,500, Rs. 59,857 and 
Rrr 79,531 respectively. 

11.56. The Committee desired to know the reasons for recurring 
lwrres incurred in running the Tepparevu Steam Ferry Service. The 
Chairman, Visakhapatnam Port Trust, stated that before the port 
was started as a major port, District Board was running the ferry 
mavice. One of the conditions of the State Government was that 
t&e port rhould undertake to run this ferry service and since then 
Btb service was being run. More or less throughout, they had been 
incurring a loss on running this ferry. Actually it was a short of 
pablic service. The cost of running this service, maintenance, repairc, 
staff charges, etc. had increased. He added that the rates which they 
'Serried were already high and they would not like to enhance the 
charges further. The Committee desired that a note might be fur- 
nfirha stating the reasons why since 1951-52 there was a contfnuous 
Boss except for the years 1954-55 and 1955-56, when there was a proflt 
im running the steam ferry by the Port. The *note has been received 
.pnd b at Appendix XXXII. 

11.57. In reply to a question, the witness stated that the loss per 
@er came to Rs. 50,000 to Rs. 60,000. He added that the Gokhale 
rsport had said that it would be the responsibility of Government to 
man such inla4 transport f e w  service regardless of expenditure. 

*Not vetted by Audit. 
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11.58. The Committee enquired if they had exambed tt .Ijp 

Government's normal rerrponstMlity to run this f- d m .  'fbe 
witaesr replied in the negative. 

11.98. Tn reply tn another question, the witncjs agreed tbat tha 
agreement with the St* Government had expired in 1963 and it 
was no longer a contractual obiigatJan. 

11.(18. Ttae Canmlth a m  rurgrb.d te note that in spite of hmvy 
losses incurred by tbe Visdbpalnam Polt Trust year after year and 
the fact that the agrcemmt with tbc S t ~ t e  Gowrnmcnt cxpircd i4 
1963, the Port h u r t  continued to nm the ferry rrviea 

11.61. In evidsnce, it was stated that Gokhalc report had recom- 
mended that it would be the tsclponribility of Govarnment Lo run such 
inland ttarr*porl ferry regardless of exmditure. On the cx- 
ltiry of this contract in 1963, the Vir~~tkhapatnam Port Truqt should 
lravc taken up thic mntlcr wilh the Stale Govemmcnt. The Cammit- 
tee iulc no rcnson why the Visakhaprtnsm Por1 Trust should continua 
to nrn this ferry s~rv i ce  when thc apwrnent with the State Govern- 
ment had expirccl in 1963 nnd i t  \rfm no longer a contractual ohliga- 
tfon on their part to run it. 

11.6%. Tbcv desire I h ~ t  I l w  question of conlinuing the ru~rning of 
'the Tcpparevu Sttam Ferry Scsrviccr at a lob+ by the \'i>akhapalnnm 
Port Trust should be uxaminal early. 

Cochin Port 

Atrdit R q ~ a r t  tm tht. occntrnts of the C ~ l t i n  Port Trust fot the period 
29-2-1964 to 31-3-1964. 

ll.&3. The collection of Rcvenuc to thc extent of Rs. 4.52 Iaklis 
was in arrears as on 31s' i iul-fu~t.  1964 and was o u t ~ t a n d l n g  from 
1052-53 onwnrds. The major portion of the outstandinp was due 
from departments of the Government of India, 

11.64. The Committee enquired the present position of the collec- 
tion of revenue. The Chairman, Cochin Port Trust. stated that the 
total amount at present outstanding was Rs. 2,39,000. The major 
portion of the outstanding was due from Government departments 
and the amount outstanding against private parties was only 
Rs. 24,000. The major portion was from Customs Department. The 
witness added that the diRiculty had been that the Government ports 
had been dealing with Government Departments on a departmental 



busis. After the farrnttion of the Trust, they asked for deposits to 
be made with thena before transacting the business. Some of the 
;Dep.rtments h r l  a m .  The witness expressed the hope that if 
Wit was done, the amount of outstanding would be much smaller. 

11.65.. The Committee us not happy to note that the d1ectlW1 Of 
%parue is bl;ltdadhg to the extent of Ba W,OOO. 

11.66. T b q  d d r e  that vipmus sfforb &odd be made to m v a r  
tlm orrbkading m9urt from Copmnmant Departments as well as 
from ptivab partha. 

a n d l a  Port 
Purchase of a Water Current Meter, para 127 (d), p. 171: Audit Re- 

(Civil) 1965 

11.6'7. The Kandla Port Organisation purchased on the recom- 
mendations of the Survey of India Department in June, 1962 a 
'Boehneck' Water Current Meter costing Rs. 75,748 to check the 
tidal observations carried out by that Department in Kandla creek, 
in connection with the modification to the oil jetty a t  Kandla. I t  
was commissioned in July, 1962 but stopped functioning after work- 
ing for only 10 hours, due to large quantities of silt having been 
deposited inside the meter. 

11.68. The supplier.; to whom the matter was reported. made the 
following observations in August, 1962:- 

(i) "the 'Boehnecke' current meter was developed for investi- 
gating the direction and velocity of sea-currents in great 
depths and was not suitable for measurements in Waters 
especially in riser estuaries with a heavy siltation." 

( i i )  "As indicated in the pamphlet supplieJ with the offer, the 
meter was not provided with prxsure tight seals and sea 
water would flow ihroueh the entire instrument; the 
stamping mechanism as well as gear and worm wheel 
transmission bin:', up when silt in'ruded". 

11.69. It was further stated by them that when the orders were 
received, they were nut aware of the purpose for which the instru- 
ment was ordered, as otherwise they would have recommended 
CBifilar' current meter whkh was suitable for river estuaries and 
harbours and wa; also considerably cheaper in price. 



11.70. Tbe reasons wby the p u r c b  of 'Baetma?lr;e' meter r ~ ;  
recommended by the Sauvey d India when acturlly pnphbh d 
both the types of meters mmMoned above had bean modc .vaibbb 
ta them by the Port authorities, a n  not known. The meter is 1- 
idle (August, 1964). 

11.71. The Commlttte desstcd to knew the basis an whM CdYr 
Boehnccke Watcr Current Meter was considered suitable by the 
S & V ~  of India The witness stattd that the Deputy Dimtbr of 
Surwy of India staved In Kandla Port for 3 days and studled dte 
cond~tionr. After collecting all the details, the Survey of India r- 
mended the purcha .~  of Bwhneckc meter. This was suitable fa 
measuring the vclocity and current below a depth of 50 meters and 
below. In reply to a qucstfm. the witness stated that after studp 
ing the site cond~ttons, the Survcy ol Ind~a gave spccrfication: of the 
meter and the same spccificat~ons were passed on to the Directat 
General of Supplks and Disposals for procuring the meter. On 
those specifications, the D G W  invited the quotations and the quota- 
tions were ~ e n t  to the Director General, Survey of India, and he 
recommended the purchase of this meter. In reply to another qulss 
tion, the witness stated that the meter was purchased in June, 1- 
and it was put into use In July,  1962. When it was found that thb 
me& was not suitable, they contacted fust the Survey of India and 
then lndlan Ocean Expdi t~on  for disposal. Other ports were also 
approached but thcy cxprf ssed no desire to have it. The DGS&D had 
been requested to dispose it of. 

11.72. With regard to thc advice given by the Survey of Indin f o r  
the purchase of this particular type of meter, the Secretary, 
Dcpartxncnt of Transport, Shipping & Tourism, stated that the 
Survey of India was responsible for the purchase of this particular 
type of meter. He read out the following from one of the letters 
reccived from the Survey of India. 

11.73. "When our officers gave their recommendations to you they 
had thought that according to the best knowledge and informatim 
gained from the literature, etc., that this Boehnecke current meter, 
which is known for its robustness and accuracy, would be better 
suited for the purpose and for future use as well, without lirnitatiarrr 
regarding its use below depths of 50 meters and more." 

11.74 The Committee desired that a note might be furnished ex- 
plaining the action taken when it was known in 1962 that the cRrvlh 
necke' water current meter would be of no use to the pprt autbositiq 
the dates on which references were made to the different parties bPr 



flrc sale of tbe water metea and copies of the canrspandence &e 
p r t  authorities had with the Stmay of Indta on W a  tssue. 'EAe 
note' has been received and is st  Appendix XrtXTTI. 

11.75. The Coanmittoc regret that due to w r q  advice giwm by 
tl~c Survey d India, Government bad inC(LRed to i m r  a Iosa of 
airnut Rs. 76,080 on the parchase of Baahaaeke Currcnt Meter whfeh 
a orkcd oaly for 10 hours. The Committee are at a toss to undowtalrd 
baw. even after one Senior OBRcer ef the Survey ot India had ins- 
p w M  and studied the site tanditiam for 3 days in October, 1969 
aad had studied litcraturc an Boehneclre Cumnt Meter, he wcom- 
mended the purchase of Boehnecke Cuncnt M&r. 

11.16. From thr note furnished by the Department of Transport, 
Shipping and Tourism. the Committcw find that the firm which had 
supplied this meter had written to the Survey of India that the Boch- 
necke Current Meter which they supplied was an instrument espe- 
cially developed for investigating the direction and velocity of cur- 
rents in great depths. It was not suitable for measurements in 
waters in river eztuaries with a heavy siltation. Further, they had 
stated that when receiving the order they did not know for which 
purpose the instrument would be used. Otherwise they would have 
recommended Bifilar Current Meter which served for measuring 
and recording the direction and velocity of water currents in seas, 
river estuaries and harbours at a depth not exceeding SOm. This 
instrument was considerably cheaper than Boehnecke Current Meter. 
In reply to it, the Deputy Director, Survey of India in his letter No. 
4705142-El0 (Tidal) dt. 8-11-62 had pointed out to the A r m  that their 
descriptive literature had been somewhat misleading. 

11.77. The Committee are of the view that if the descriptfvo litera- 
ture was misleading, it was the responsibility of the SPrvey of India 
to get clarifications from the firm before recommending purchnse of 
such a cosily meter. 

11.78. It is also surprising that the purpose for which the inatnt- 
ment would be used was not intimated to the firm nor were their 
views taken on the use of BQehnecke Current Meter. This meter 
'spps considered suitable only on the basis of information given in the 
pamphlet which a c t d i n g  to the Survey of India was misleading. 
They feel that tbe parrhpre of such a cdly meter wss recommend- 
ed witbuf adeqmate examination of the needs of the port arc also tbe 

ot tb equipment for the same. The Committea desire 

%ot oened by Audit. 



11.79. F'rom tSut note, the Committee ako ffnd that the Kaadla 
Port Trust enquired from the Survey of India vide their letter 
dated 24-M2 the cl-s under which the Boehnecke Cur- 
tcnt Meter which did not meet their requirements, was recom- 
mended at  the initial stage. As no reply was received from the 
&trvey of India, they were again reminded on 28-8-64 to expedite 
reply. In rpik of it when no reply was received, the S w e y  of 
lndla was continwudp reminded for f9 times until 7-1-1968 when 
Kandla Port Trust received the reply. In their D.O. letter dated 
7-1-66 the Survey of Indfa had stated as under: 

"On going through the case, it is found that none of the 
officers, who were then concerned with this aspect, are 
at  present with us and that they have been transferred 

teveral years ago to other Directorates.. . .". 
11.88. Ths Committee consider it most unfortunate that the Sur- 

m y  d India did not reply to tbs latterr ob the K ~ d l a  Port Trust for 
more t b n  3 yea-. The Committee f d  that this inordinate delay in 
giving reply to Kandla Port Trust requires to be e x a d a d  properly. 
The Survey of In& did not also consider it necessary ba &timate 
ts the Kandla Port Trust tbe drcumstancl?s under which thc pur- 
whose oi thle meter WM recommended. They take a serious view of 
.this hpae and d d r e  that explanations of those officers who recom- 
mended purchase of Boehncckc Current Meter without ascertaining 
'he complete details of its working should be obtained and suitable 
action t a h  against them, if they are found rarponsiblc for giving 
wrong technical advice. 

11.81. In the note the Dcptt. of Transport, Shippirlg & Tourism 
has stated that the Director General of Supplies and Disposals has 
been requested to arrange the disposal of the Boehnecke Current 
Meter. The Committee would like to know the mu?t thcrcd. 

Outstanding Rec*wMies, para 127 (e),  pp. 171-172. 

11.82. The Kandla Port has been supplying water to the Gandhi- 
dham Municipdity from 1st July, 1960, but the water charges have 
been paid regularly by the Municipality only from August, 1963 
after it was superseded and an Administrator wag appointed An 
amount of Rs. 244 lakhs relating to the earlier period (out of the 



tot.l claim of Ra. 3.81 lakhs) st l.I awaits recovery ond the question 
is stated to be under eorrespandencc with the State Government. 

11.83. No agmwwnt had been got executed so far for the bulk 
supply of water to the Municipality as the inclusion of a provision 
for the guarantee by the State Government for the pepment of 
.the charges, was stated to be under consideration. 

11.84. With regard to the recovery of arrears of water charges 
from the Gandhidham Municipality, the witness stated that the 
agr~emcnt had been entered into with the Gandhidham Munici- 
pality. The Municipality had paid Rs. 10,000 out of Rs. 40,000 being 
the Arst instalment. They had promised to pay the remaining 
amount on receipt of a grant from the Government which was ex- 
pected very shortly. 

11.85. The Committee trust that tbe Kandh Port Truat will re- 
cover the balance mount of urcus fram tbe Gandhidham Munici- 
pality, expeditiously. 

Loss on account of damage to a machine, Page 187-Appendis-l- 
Item I, Audit Report (Civil), 1965. 

11.86. A lathe was purchased by the Kandla Port in May, 1955 
for the workshop at a cost of approximately Rs. 29,000. The pac- 
kage con!aining the lathc was not irnmed ately removed to the 
workshop, but was kept at the jetty, covered by tarpaulin. The 
machine was damaged in September, 1955 when a tanker berthed 
at the jetty caught fire. Further deterioration of the lathe occur- 
red due to its exposure to sun and rain for more than a year there- 
after. A new lathe in substitution of the damaged one was pur- 
chased in January, 1957 at a cost of Rs. 31,350. 

11. 87. The Department stated in September, 1964 that the 
lathc could not be removed immediately because of lack of proper 
transport facilitie:. The salvage value of the machine has been 
assessed at Rs. 4,000 and the question of repairing the machine 
is reported to be under consideration. 

11.88. The Services of the officer reqm-sible for the furthcr 
deterioration of the machine were terminated in 1960, before res- 
ponsibility for the loss could be Axed; the question of filing a suit 
against him for recovcxy c.f the luzc: iwurred, is reported to be 
under consiaeration (September, 1964). 



1I.w. Jertpkfning tbe unla whkh t& Sdbb- 
caught 4re and dotsrFlorosd further due to erpowrr+ to mm Pad roiP 
for more than a year, the witness stated that tbe iathe was pur- 
chased In m y ,  1055, From tber jetty it cauld ad be remoPcd as 
they had no crw oi that capac~ty at thst trme. Mobile c- of 
6 ton wor expected by the end of June, 1955. to remove the l a b  
from jetty. The ctane came in September, 1965. The lathe was 
on the wharf. An tr i l  tankcr caught fire and the lathe was 
damaged by that flre. The Mechanical Superintendent who was in 
charge of the workrPhop end who knew about lathee thought that 
the lath@ war completely damaged and it was only scrap. So i t  
woli kept in open. At that tsme the workshop building was abo 
not ready. They raiscd a claim against the oil tanker cwners. 
Then correspondence went un. When the claim was being exa- 
rnlned, it was stated by the oil tanker owners that the lathe c o d  
be rcpalrcd and they paid a total compensation of Rs. 22,500. 

1l.W. In reply to a question, the witness stated that the ser- 
vicea of the Mechanical Superintendent were terminated in 1960. The-  
witness admitted that upto 1960 no action was taken as lathe was. 
considered complete scrap and discussion was going on to settle the. 
claim. As regards carryng out the repairs, the witness stated* 
that up to 1962 it was not repaired as the legal opinion was that it 
should be repaired after thc settlement of claim. He added that the  
cost of lathe was about Rs. 29.000 and they had recovered Rs, 22,!500, 
from the ESSO Company. The claim against the company was 
made in 1960. The cost of repair plus the cost for sending it & 
bringing it back from Bombay where it was being reconditioned 
would be about Rs. 32,000. A similar new lathe now would cost 
them Rs. 65,000. 

11. 91. The committee inquired whether they had drawn the 
attention of the ONGC where the Mechanicxl 'Superintendent had 
joined after termination of his 'services from port to the fact that 
the antecedents of the Mechanical Superintendent were not satis- 
factory. The witness stated that they had not written specifically 
in those words. But they got his explanation after reference t o  
them. They asked for his explanation as to why he did not take 
care of doing certain things and that explanation came through 
them. 

11.02. The Committee desired that a comprehensive note might 
be . fuhsh@ explaning the present case as to when the claim was, 
first made against ESSO and their reply thereto; whem the Coin- 



mitkee was constituted to Ax mponsibility atfd when it had sub- 
mitted the repart and tbe action taken thereon and when and how 
the qflirer who had left the Kandla Port and joined the ONGC was 
recruited in the Port Organisation. The note* has been received. 

11= T& Caanittee regret that tha Ibechuaicd Superiat.nrkert 
who w.s i- d the wohLop of the Kmdk Part and had 
knowledgo uf tth- gmve wrong opdakn, md considered that the 
lathe had Ir*sn d-ed to such an d e m t  that it had become unscr- 
vktabkr orhfle Iater on it wos tlbcavetul that the bthe was re+- 
abh. Pa the @don at the Committee either the Mechanical Superin- 
tendent bad inadequate knowledge of lathas or he did not examine 
careEully the burnt out machine. The wrong opinion given by the 
Mechankd Sapctintendent not only dtlayed the repair of the lathe 
but a h  clcmtlted in further deterioration as i t  w n s  kept e x p o d  to 
srm and ntn. 

11.94. From the note submitted by the Deptt. of Transport, Ship- 
ping and Tourism, the Committee find that the question of com- 
pensation was finally decided in August, 1932 and the cheque for 
Fb. 22,500 was received in Sept., 1982. Thereafter, the further ac- 
tion for getting the lathe repaired, was taken up. In February, 
1965, the estimate for reconditioning of the lnthc was got approved 
from the Board and the machine had been sent for repair to Bom- 
bay where the work of reconditioning was in progress. 

11.95. The Committee are not happy to note that after tho settle- 
ment of claim in September, 1962, more than 2 years wore taken to 
get the estimate for the reconditioning of the lathe sanctioned and 
send it for repairs. They feel that all efforts should have been 
made to get the machine repaired early to avoid further deterioration. 

Appqwiation of departmental receipts towards expenditure, Page 
187-Appendix I Item 2 Audit Repott (Civi l ) ,  1965. 

11.96. The General Financial Rules provide that the departmental 
receipts should be deposited into the treasury immediately after col- 
lection without appropriating them for departmental expenditure. 
The amount required for expenditure should be drawn from the trea- 
sury on a proper voucher and under proper sanction. 

11.97. In contravention of these rules the officer-on-special-duty 
in-charge of the Organisation for the movement by road, of essential 
cammoditkg for the civil population of Assam (which was established 
on 21st November, 1962) utilised the departmental receipts for his 

ot vencd by Audit 



artpmditure to the extent of Rs. 1 - 36 lakhs during tbe period ending 
Bkch, 1964, The irregularity m t i n u e d  upto March, 1964 in wMch 
month the Organisation was convested into a limited compury- No 
attention was paid to the objection r a M  by Audft in April, 1963 or to 
the subsequent instructionr issued by the Ministry in January, 1964 
after the mattes had been reported to them by Audit Tbe hhld of the 

.Org.ntr;stiolr had been outhorfwd to incur expeoditun by drawing 
funds against letter of credit immd h his f~~ in the mgurl sub- 
Treuury and the Rcretve Bank of India, Calcutta upto monthly 
monetary Iimit of R+. 10,000 st each of tbesc plam. By appcoprirt- 
ing dcpvtmental teceipta the head of the Organisation exceeded this 
Umtt without authc#lty. 

1 la. At Gauhati also, the entire expenditum of the Orgadsation 
during the period February, 1063 to June, 1963 was met, not by 
obtaining the money from the treasury against the authorbed letter 
of credit but by appropriating the departmental receipts (Rs. 55,902). 
The exact amount thus utilised is being ascertained. 

11.99. As regards utilisatfon of departmental receipts amounting 
to Rrr. 136 lakhs during the  period from December, 1962 to March, 
1964 by the Officer-on-Special-Du ty-In-charge of the Central Road 
Transport Organisation, Siliguri, the Secretary, Deptt. of Transport, 

. Shipping and Tourism, s t a t 4  that it was an irregularity but because 
of operational function and emergency, the oPIicer concerned found 
i t  drfticult to comply with thc General Financial and Treasury Rules. 

11.100. In reply to a question, thc witness admitted that if the 
audit had not brought this fact to their notice, they would not h a w  
known about this irregularity. Only af:er the audit objection was 
raised the ofker  concerned apprised the Transport Ministry about it. 

11.101. The Committee cnquircd why the officer was allowed to 
uti1i.e departmental receipts even after Aprll, 1963 when it  was 
pointed out hv Audit. The representative of the Ministry stated that 
the limits of the lcttcr of credit (Rs. 40,000 at each of the three trea- 
suries. were flxcd whcn the total fleet was 40 trucks. With the further 
increase in the number of trucks which ultimately reached the figure 
of 79 the expenditure further increased, :caving no other 
way but to find funds for expenditure from out of the 
revenue earned, as the limit- of letter of credit were inade- 

.qunte. Further even the letter of credit could not be utilised 
to its full extent. (Rs. 1.20.000 on three treasuries i.e. Rs. 40,000 
each) as  the General Manager who was the only omcer authorised to 
operate upon the letter of credit could not be physically present at 
.all the branches of the organisation towards the close of the months. 



11.10% In reply to a question, the witness stated that this irregu- 
lar procedure came to the notice of the Ministry in August, 1!W from' 
the report of inspection of the accounts of the fleer an Special Duty, 
Siligutl, for the period 22-11-1W to the date of inspection 30.6-1965. 
The witness added that they had taken up the question of rafsfng the 
limit under the letter of credit with the FDnance Ministry. The 
Finance Ministry required some further Information. In the mean- 
while, they thought it better to ask him to stop this practice till 
the limit of letter of credit was tevfsed upwards. 

11.103. The Comrnittfxe further pointed out that the officer did not 
draw money from February, 1963 to June. 1963 from the treasury 
and utilisrd only departmental receipts for cxpcnditurc. This was 
also pointed out to the officer concerntul by Accountnnt General 
West Bcngal In h ~ s  r t B p r t  in 0c:ober. 1963. Thr Conmittcc enquired 
if I! did not strike the Ministry as something scrinus. The Secretary, 
Deptt. of Transport Shipping and T n u r ~ s m ,  f \~ r thc r  stated that they 
had drawn the attention of the offircr at  tha t  moment. Apprcnt ly  
he just \vtLrlt on doni: that. Hc ndmittcd that thc nfficcr concerned 
should h a w  obscrvcd t hc Rults. 

l1.lfM. The Commi(ttv arc- surpriwtl to find that thc Ofiiccr-on- 
Special-Duty In-charge of the Ccntral b n t l  T r ~ n ~ p o r t  Orgnnisntion, 
Siliguri utiliscd the t l ruar tn~ct~t ;~I  rt*rr*i\~tu durinl: tlrc pcriocl from 
I~rvember,  l%2 to March. 1!%$. I n  contrnvention of Gcnc?ral Finan- 
cial and Treasury Rules which required that the cicq)nrtn~enial rc- 
ceipts should be deposited in trcnswy immcvlittfely nftcr collection 
and should not be appropriatctl for cltpnrtmcntnl cywnditrrrc*. 

11.105. The Commit t~c  arc not fully convinrrd with ttw argument 
of the repreqentative of the Department of Transport, Shipping and 
Tourism that because of operational function and emergency, the 
officer concerned found it dif'ilcwlt to comply with the General Finan- 
cial and Treasury Rules. They feel that if it was no, then the oficer 
concerned should have brought this fact to  the notice of the Ministry 
of Transport and taken their specific ordem on the subject. They are  
sorry to find that the officer concerned himself adopted this course 
and did not even care t o  inform the Ministry of Transport about' it. 
The Ministry came to know about this irregularity only when the 
Audit brought it to  their notice. 

11.106. In this case, the Committee find that the OfRcer on Speeiat 
Duty not only atilised the departmental receipts but also exceeded the  
monthly monetary limit of Rs. 40,000 upto which he  had been autho- 
r i d  to incur departmental expenditure by drawing funds against 
the letter of credit issued in lvis favour. In the opinion of the C m -  





MINISTRY OF WORKS, HOUSING AND URBAN DEVELOPMENT 
Chisf Tmhniccil Eaaminer'a Organisation Para 55, Pages 69-70 

Audit Report (Civil), 1965: 
12.1. The number of cases taken up for technical examination by 

the Chid Technical Examiner and t h w  in which defects were notic- 
ed are given below:- 

Period 

No. of hills, con- Pemn- 
tracts, muster rolls tnge of 

and works cases in 
which de- Remarks 
fern were 
noticed 

Examined Comment- 
cd upon 

January, 1962 to March, 1963 2,348 1,371 58 During 
the period 
1957 to 
1961 the 
cormpo- 
nding per- 
cen tage 
was 59 

April, 1963 to March, 1964 . I ,428 669 47 . . 
- - - -- -- - -- -- - -- - - .  - - - - -  - 

12.2. The Committee pointed out durlng the comse of evidence 
that according to the latest (13th) Report of the C.T.E. the percentage 
of cases in which defects were noticed during 1964-65 was 43 and de- 
sired to know what steps Government proposed to take to improve the 
position. The Secretary, Ministry of Works & Housing stated that the 
percentage had gone down from 47 in 19634% to 43 in 1964-65. This 
itseU reflected a steady improvement going on in the Department. 
The percentage covered a number of major as well as minor cases. 
'The Department had tried to evolve a method of working out percen- 
tages in future in a slightly different manner to show exactly how 
many of these cases were important ones and how many unimpor- 
tant. To judge the improvement it was not only sufficient to look 
a t  the percentages but also to go into other matters viz. (1) the amount 
of overpayments as cumpared to the work load. (Overpayments of 



abwt Rs. 4-81 t k h s  were only a d l  fraction of the work loed d 
abuut Rs. & mores); (2) the number of vigilance carer, during ths 
year (the number was only 1 in tbb particular year); and (3) the 
number of typically bad c m  when  there was @ma-facie malittde 
or gxwm negligence (the number of such cases durrng the year was 
only 7 of a value of Rsr. 4,000 or more). Qut of 401 cases, if the 7 
typically bad cases were excluded, the average amount of money fn- 
volved in these cases wfls lcss than Rs. 1,600 per case. 

12.3. In reply to a question as to what percentage of works were 
actunliy inspctcd by the Chief Technical Examiner. it was s'ated to 
25 to 30 per cent and t h n x  wcre mmtlv the  largcr works; in terms 
of money value, the percentage would be higher. 

12.5. The Cotnniittcc note that the pcwcntage of cast- whcrc dc- 
focts wcre noticed by the S.T.E. have come down from 41  in  19G3-64 
to 43 in 1984-W. The Committee feel that this figure still cnnstitutcs 
a very high percentage in regard to the cxwntion of sub-standnrd 
works. Since the cvamination of the CT.E. is limited to 23 per ccnt 
to 30 per con? of the total value of works, the Committee are unable 
to get a fair i d e ~  of the working of the Dep~rtn~cut .  The Com- 
mittee, theretore, desire that the scope of the work of the C.T.E. 
should be enlarlfrtd to cover a larger number of cases 

Sub para ( B )  

12.6. Overpayments of Rs. 4.81 lakhs covering the following items 
of irregularities were accepted by the Central Public Works De- 



No. of Amount 
i tam ( i n W  

of nym4 
- - -----.- - ---A- .-" -. _ _  _ _  - --- --- 

m v c y  on account of matqrials issued to thra 
contractor by Department 49 0.16 

12.7. Adjustments/recoveries in 101 cases involving a total amount 
of Rs. 0.85 lakh were made till the end of March. l9M, leaving a 
balance of Rs. 3.96 lakhs. 

12.8. The Committee were informed in evidence thrrt the balance 
of overpeyments which still remained to be recowred was only 
Rs. 27,371.02; the break-up of the amount was as fvllows: (1) Rs. 
S,O.26--under arbitration, (2) Rs. 8,166-sdjustment now being 
made, (3) Rs. 4,045--circulated for adjustment to divisions where 
credits might be existing and ajustments could be made, (4) Rs. 
3,780-being recovered (5) Rs. 1,574--held over as cases were with 
SPE and (6) Rs. 402-to be written off. 

12.9. Asked a question ao to what steps had been taken apart from 
the CTE's examination to see that the sub-standard execution of 
work6 was reduced to the minimum, the witness stated Ihat repeated 
inPtNCtiOns and exhortations were given to the oPBcers to see that 
strict action was taken against contractors and agsinst officers wher- 
ever defects were found. Strict and better supervision was being in- 
troduced as far as possible. 

=lo. The Tbet t ee  obswve from tke Audit IbpW that out of 
averpaymeeta v dud at b. 4.81 I.Ulr ac-ed by the CPWE), Rs. 
3.64 lakhs related to substandard erecutioa of worlm. They k l  that 
tbis iadisates Irck of proper wpewirjon of wQrtrs on the part af the 
k p a r t m e m t d  od&:(m, The C a d t t m e  4wt that mitable steps will 
be taken by thq lVUlDfstry to i r s p ~ e  the @tian, 
467 (Aii) L8-14. 



1211. The porition in regard to the recovery of werpgpment in 
respect of the period up to March, 1m is given below:- 
4- - -,-.-. -- - 

Ovapayments ac- Overpayments not 
ocpted by the Central mvtmi upto 

Period Public Worb Depart- March, xgdq 
-- ----- --- - -- -- a-t ---- 

No. of Amount No. of Amount 
cases (in lakhs cases (in Lakho 

- - -  -- " ...- - - -  or-"tpecs2-- -- of rw=Jl 
J in-, ,957 to ~eaemtm, 731 19' 12 I 26 7.70 

I*. 
January, 1961 to March, r 963 788 14-65 267 8.23 . - .,- .- -- - --- - . * ----- --.-- 

12.12. An analys~s furnished by the Chlef Tcchnlcal Examiner in 
early 1962 indicated that delay in effectlng the recoveries was due 

(i)  delay in sanctioning substituted statements and reduction 
statements by competent authorities; 

( i i )  delay in preparation o f  final bills due to pressure of other 
work on departmental nfflcers: delaving tactics on the part 
of contractors; transfer of officers and sometimes closure 
or amalgamation of divisions, etc; and 

(iii) non-availability of sufflcicnt amounts at the credit of the 
contractors against which the recovcrt~s codd be adjusted. 

12.13. Besides, in certain cases, contractors had resorted to arbitra- 
: ion against assessment of over-payments. 

12.14. The Committee were informed in evidence that the latest 
figure available with the Chief Enqincer, CPWD was that a sum of 

4,%3,819 was still due for rec.overl\.. Thcse had not yet been certi- 
fied by the Accountant General. The Committee enquired as to why 
arbitration had taken such a long time, the representative of the 
Ministry stated that the reasons were: (1) the number of arbitrators 
were not enough to deal wlth all cases, (2) the arbitration cases had 
to be completed within a certain period of time and if thev were not 
completed. extension of time had to bc got f r m  the court and it took 
months to get extension; (3) there were delays deliberate or other- 
wise occasioned by etther party; (4) sometimes the papers were not 
found in CPWD snd the oft?cers had to be sent for; and (5) the 
contractors , . adopted delaying tactics. 

12.15. ?be Committee pointed out that if the wntractors did not 
accept arbitration award, the Department still dealt with thepl and 
gave contracts. The witness stated that by merely not paying on 



the basis of a Cwrt d m  or arbitration award. a contmCt(rr did not 
render himself liable to be black listed. He further added t?mt 
once an arbitration award had k n  given an the basis of 8 dtcree, 
that was Arurl and fn most cases the contractors did pay. There 
might be an exception hem and there. The Committee enquired 
whether in any case the security deposit had been refunded even 
though some amount was due from the contractor. The witness 
stated that there were same cases where securitv deposit was isr- 
correctly refunded. Vigilance cases were proceeded with eccor- 
dingly. 

12.16 The Comnuttre desired to be furnish4 with ti statement 
showing (1) the  number of arbitration cases pending at p m e n t ,  
( i i )  when th- were first referred to nrb;tretion. why there had 
been delay. (iii) whet stcps had been taken to overcome the pro- 
cedural delay, Civ) the results of arbitration cases during the last 
five peers, and (v) how manv had gone aqainst the Government 
and how many in favour of the Government. Thev also desired to 
be furnished with a statement showing the arbitration cases which 
had been decided but the contractors have not vet paid the amount 
as per the award. 

12.17. The Committee regret to observe that the above informa- 
tion is still awaited. 

12.18. They also regret to note from the Audit Report that there 
were delays in sanctioning substituted statements by the competent 
authorities and preparation of bill etc. which rcwlted in delay in the 
recovery of the overpayments. The Committee hope that steps will 
be taken to recover the balance at Rs. 4.23 lekhs which has been out- 
standing for a number of years. 

12.19. Certain defects in the execution of the work "Construction 
of a Bridge over River Subarnarekha" were pointed out to the De- 
partment b s  thc Chief Technical Examincxr in August 1981. Tn 
June 1964, i.e. after about three years, the amount recoverable from 
the contractor on this account was worked out hv the Department 
as Rs. M.071, recovery of the amount is still pending (December. 
1964). The recovery related to the poor finish of R.C.C. work and 
double payment for variations in the price of steel used. 

12.20. The Committee desired to know the reasons for the delay 
of about 3 yeati in accepting the defects and assessing the over- 
payments and if this amount had since been recovered. l?he wit- 



n r r r l r k d t b e t t h j r r m a ~ n t ) s d ~ b e w ~ i n M ~  
)IrJI. r086 In aacdst to at tbc oxact umnrnt d orapqmnt 
i & w u b e b a r r y k , r s c s r E a h r f r o n r t h e I r o n & S t E a l ~ l i , r t b 4  
orrrrtMIed a t e  af r t d  prmililrg in 10S1. A reference was made 
In July, 1963 and a reply was received in Dectmk, 1968. Again in 
D m m h r ,  1963, the figures reaeJved from the Sfeel COl[ltrolkr were 
rslnt to the CTE and Lo the divirion to work out the e u c t  mount 
a d  $his wae worked out and communicated in July, 3- and inti- 
mated to AC. West k g a l  and clearmace was mode in my, 1886. 

12.21. The Committee observed that when the defects were 
pointed out by CTE the Department took 3-4 years in assessing the 
actual amount to be recovered and their claim was likely to be jea- 
pardised In the meantime. The Chief Technical Examiner stated 
that the obnervrtionr which were m d e  by CTE's organisation had 
a bearing on the interpretations of the terms of the contract md 
they were not readily accepted by the Department and that redly 
resulted rn a certah amount of delay when the Department gwt 
a reply. CTE orgenieation thought it uneetirfactory and called for 
more details. When tbe Department agreed that the observations 
of CTE were correct, they took measure- to work out thC, money 
In tcrms of the rnterpretat~on Anally agreed upon. The Committee 
pointed out that the Executive Engineer did not rnrwcr the queries 
o f  the Cl% promptly with the result that the entire c l a h  of the 
Government remained in suspense. There was delay of one year 
on the part of the Executive Engineer in supplying the neces-ary 
information to CTE Asked if the explanation of the concerned 
omcer was obtained for this delay, the witness stated that they 
would look into this matter 

11.22. The Committee enqul red whether anv rrsponsibility had 
been Axed for the acceptance of zub-standard execution of work by 
the Departmental authorities. The witness replied in the negative 
md statad that the bulk of the thing depended upon the price of 
steel and the interpretation of the terms of the contract. It was 
not anybody's fault. 

I t . = .  While notiw th.t the entire amount of overpeyment has 
beon ro(~vsred in this cam tbe Conunittee regret to o h e  that 
h was r & b y  of aknrt 3 yasm in accepting the defaats pointed 
out by the CTE ead u;fassing the ovarpaymant made to tbe con- 
inctor. They note that the Executive Engineer did not answer the 

of the CTB promfly ePhich d t e d  in the entire chfm of 
ths (wammemt rzsllb.iaing under easpsnra !rky'wodd like to be 
n d b r m s d d t b e a c t i a a t a l w n t o f b ~ b i i i t y f a r t h r u i o a s  



. . . 
attian, (NSb-pro ( E )  

1L24. Tht total number of cam d dbciplinary r e t h  &a pra- 
m at the cad of 1963-64 was M w shnrm Mow:- 

No. of Cases Perioddurhgwhich 
action was initiated 

------- - --- - - - --" --- - - 

12.25. The Committee deslred to know the reasons for the delay 
in ftnalising disciplinary action particularly in 14 cares which have 
been pending for over fh-o years and what was the present position. 
The witness stated that the present position wa? that three cases 
were dec;d;.d and 11 were still pending. In respcct of 1961, all 
the five cases wcre still pending. In respect of 1962, one was decid- 
cd and three wcre pending. In 1963, there was one casc and that 
had been decided. In 1964, there was one case which was not yet 
decided. I n  1965, there was nu case. 

12.26. The Committee enquirrd why it had taken : o  long to 
decide these cases and desired to know in any one particular case of 
1960, why delay had taken place. Thc witness stated that in 1960 
there were 14 cases. In  fact five casc were linked up together and 
that was really one case. They were tried together. Here SPE 
were asked to look into it and they gave the report in June, 1960. 
The charges were framed against the Executive Engineer 1 the Assis- 
U t  Eng'neer and other offi era. The SPE only said that it was a fit 
case for holding a departmental enquiry. Against these persons 
chargedieets were framed in April, 1962. Thc Executive Engineer 
had retired on reaching the age of 55. 

12.27. From a note furnished by the Ministry it is rn that 
gmerdly the delays in the finalisation of disciplinary cases are a e  
to procedural requirements. Ganrc of the fartors contriht ing to 
delay have bcen stated to as followr:- 

Urn. "{a) Deby h the eubmiesion d defence shtPm#rts by 
tb.. d. e B c e  lor w b  of rerrorda, which &ten gtt locked up 

colrrt crarw, &ration rams, police c n q ~ k h  etc. 



W. (b) &lay accun rn CDQductUyl. oral hqwCrisr awing to p- 
occujmtion and tnwrfers of Inqutrfng OBccrs aad abo dilabrp 
tactia followed by the accused ofsctals or non-availabilrty of wit  
nerrsr. Since the setting up of the Central Vigilance Commission 
urd appointment of man, Cammidonera of Departmental Inquiries, 
pdtlon regarding cues of Gavttod O i ! h x ~ ~  haa improved but In 
c~rss of non-gazetted omcers, the  psition IS still far from satisfac- 
tory and the question of creating a post of whole-time Superintend- 
ing Engfnm for conducting the departmental inquiries against the 
non-gazetted offlcen under conmderation with the M~nistry. 

12.80. (c) After the oral inqulry is completed, if a major penalty 
has to be imposed, second opportun~ty has also to be given under 
article 311 of the Constitution and at this stage also considerable 
delay occurs due to varrous technical po~nts raised by the accused 
ofadals wich are to be examined carefully. 

12.31. (d) The cases of class I offlcers have to be decided by the 
Ministry after consulting the U.P.S.C. and cascs of all gazetted om- 
cers am required to be shown to C.V.C. before passing final orders." 

12.32. It has becn :tdded in the  nok that taking into considera- 
tion the dffRculties mentioned above the C.C.S. (CCkA) Rules 
have been revised and the new rules of 1965 have come into force 
w.e.1. 1-12-1965. It is hnped that with the introduction of these 
rules, procedural delays would be reduced to some extent. 

1233. The Committee would wakh  the effect of the revised pro- 
cedure consequant on the revision of ths C.C.S. Bulas through 
subsequent Audit Reports. They may be informed of the position 
regardine appointment of a whole-time oliicer for conducting 
departmental enquiries aga,inbt non-gazetted officers, which was 
stated to be under considoration of the Ministry. 

Outstanding dws-Para 56--Pnges 71 -72. Audit Report (Civi 2) , 1965: 

(a) Government of India, Sta tiontry Ollice, Calcutta 

12.34. In respect of the cost of paper and other statiohery articles 
supplied by the Stationery Offtce, Calcutta to the paying depart- 
ments of Government upto 31st March, 1963, a sum of Rs. 65.73 
lakha ww pending recovery on 31st March, 1964, as indicated 
below:- 

125R (a) Rs. 17.87 lakhs d a t i n g  to supplies made prior to 
April, 1856-Alco~ptance of debit memos from t)re consignees is 
still awaited in them cases. Some o'f the ro'nsiffnees are mpo- 



to have expteaeed their inability to accept the d a t a  owing to the 
dastruction of old nconls. 

12.36. A proposal to issue instructions to the conaigmes k, 
accept debits on the basis of certificates issued by the Stat i ery  
Officer was stated to be under the consideration of the Government 
in December, 1W. 

1237. (b) Rs 9.92 lakhs relating to supplies made during the 
period 1956-57 to 1960-61-in these cases also the acceptance of 
debit memos has not be~n received from the consignees. It has 
been stated (December, 1964) that debits are now being raised on 
the basis of delivery rncmos signed by the consignees' represen- 
tatives at the time of taking delivery of articles. 

12.38. (c) Rs. 17.94 lakhs relating to the years 1961-62 and 
1962-63.-The amount which is still (December. 1964) pending re- 
covery is Rs. 4.88 lakhs, after taking into account the recovery of 
Rs. 7.10 lakhs reported to have since been effected during 1964-65 
and the debits for Rs. 5.96 lakhs raised against the railways in 
nspcct of the cost of ticket boards supplied to them. 

12.39. The Committee were informed in evidence that a new 
procedure had been laid down after the experience of these difIl- 
culties in the past. In the case of out-station indentors, as soon us 
the goods were despatched, book debits would be raised against the 
departments concerned on the basis of the Railway receipt but 
this would not apply to the local indentors. The new p r o d u r e  
was decided with the concurrence of the Ministry of Finance and 
the Comptroller and Auditor General of India. 

12.40. The Committee desired to know the position of the out 
standing balance of Rs. 17.87 lakhs pertaining to the period prior 
to April, 1956. The witness stated that Rs. 17.38 lakhs wm the 
present balance autstanding. He added that since the records of 
the indentors were destroyed, the only way of adjusting this was to 
take the accounts and registers which had been audited and to accept 
debits on the basis of these registers. The case was referred to 
the Mtnistry of Finance and the decision was awaited. Since the 
audited registers were available, debits could be raised, and the 
entire amount would be recovered. 

12.41. The Committee enquired why the department did not ask for 
the receipts from these various indentors, the witness stated that the 
procedure was that within seven days of receipt a t  outstations the 
indentors had to qmd the receipt to the stationery ome.  But they 
did not do so. 



!La. In reply to anatbcr qumtfrm \he W t m  stated t h t  f$rhtCJt 
balance pertaining to the period 1%5&57 to 1- sr; on 3llrr~qr, 
1WW was RB. 2.61 lakhs. The balance for 196l-62 and lWEUI3 war 
h. 1% fakha When the procedum was changed in 196041 an 
amount d b. 17.M lakha was outstanding. 

12.43. The Committee desired to be h i s h e d  with hmhm infbr- 
raetion OR the following points: 

(4 )  note cxplainfng whether the usual procedure of f swrfng  
mnbcrrr by the inspection wing to the indentors W B ~  
tdhwvcd, and if so whether replies were ncdved. 

( i i )  notc explaining why debits could not be r a i d  otter 1961 
when the new procedure was introduced and they also 
desired to know why no action wlrs taken in spite of the 
fact that the inspection notes were not received. 

12.44. LCht Commiitee regret to observe that mtsr are dill awaited. 

12.46. The OPIntnlt44M fbdwlv regmt 60 obswve &at prrampt .&en 
was not takea )r, mover the mst d M t i o a e r ~ ~  by 4%e Steltiawry 
Odiee, Calcutta and heavy amounts were allowed to accumulate. 
h e n  a h  the madtfleation of the pracedate in 1W1, l%e recoveries 
were not made ptmnptty with the result that a &urn of Rs. 1.73 lPkbs 
was oubpthnding la January, 1986. The C o d t t e  wodd, thee- 
hre, mylest that sultablr! steps shoutd be taken to streamIine the 
procldatb furdrrt in order to clhinate the dtlnys in teg~th to the 
prcynratboa bt btlh and recovery As reerds the ambunt outstand- 

p t h  10 lbsb-81, the Cmmlttee d e s h  that the matter shmM be 
settled without further delay. 

B. Government of India, Ferms Stere, Calcutta 

12.48. An amount of Rs. 46.m relatlng to the par(io8 M U 9  to 
1- reptllwen'tIyIg the coa d f m s  suppki by the ~~~~~~t 

@f W, Fonnr, b e ,  Calmtta was pending recovery as w\ 3P& Jdy, 
19M fr(mr paWw who were required ta make paymmt in @&A. 

1iW.  It wrr noticed that the amounts due itm each Qf Chllrm had 
not been worked out mx hed m y  effective s t e p  been taken br the 
realisation of the dues. 

12.48. S&&~rly, In respect af suppllks of fbftns to the paying 
Govcrnhent IkpWmmts, during the period 1968-59 to 19%?-g3, the 
rocowwp at a Bdtd mmnt of &. 1-38 1- remgined petYaing fm 
91st w, la. fa 'th.cst rases &bib h m  kt ?&en rsridwd 
consignees as the necessary debit advices indicating fkr -r a d  



the date of m a y  receipts in the case of tho wt-statlan deiptches, 
or the coPPigme~' receipts in mspect of the ~~ ddiverieq have not 
so far been made available to the Pay & Accounts Office (DecemW, 
1964). 

12.49. The Canmittee were informed in evidence that certain 
tash paying fndentors were supplied certain standard forms like 
?'.A Bflls form, Pay Bfll forms and other forms in general use and 
they .cmn rmgpcacd to remit the mst of the forms after receiving 
them. Some of them did not remit the cost in spite of reminders 
and in spite of the Manager of the Forms Store at Calcutta pursuing 
the ma*. 

1250. Ttre Committee enqu~red es to the masons f a r  the  amcwnts 
due from each of the indentors not bemg worked out and why m, 
effective steps were taken for the realisation d the dues. The 
witness stated: "that onb the mdividual accounts were hot avail- 
able as they were not opened. When a certain parcel was cbespatdr- 
ed to an indentor, that was pursued separately. Whatover had been 
yent to him over the years could be totalled." 

1251. The Committee pointed out that the amount of fi. 46,7Q3 
was outstanding from 1948-49 and no action was taken till 1985 and 
indent-wise amount was worked out only in 1965. The witness 
stated that there were a large number of despatches to various 
parties. A number of payments were received. The amnunts shown 
ar autstrnding were the amounts left out. The Department widmt -  
ty hnd not pursued this matter quick enough. They were ndar 
trying to get them together end recover the amount. 

12.52. The CommiU!ee enquired whether the question of introduc- 
ing the system of receiving advance deposits from the indentoss had 
beeh examined and implemenfed. The witness stated that i t  was 
now in the process of examination. As considerable staff was 
required for working, dl ~spec t s  of the matter will be consdclered 
and then a rdauwe would be d e  Ca 'the Finance Minlstty one 
way or the other. 

12.53. The Committee d&ed to be furrdrbeal wdth a detailed note 
.ctating:- 

(i) whether it was known to the Department before it came 
in the Audit para that arrears were due from 1948-49 
rdigardIng co$t d f u m  sumed by Ststionerg Omce; and 

(11) whether thee ras any system to ascertain how much 
money was due and whether attempt had been made to 



mower the same and whether there was any lrpe on tb 
part of l d  ObFlcials. 

12.S. The Commfrta deprecate the manner la which the recovery 
of the co*t of forms supplied to various ppriits was d d t  with by 
the Fonns Storm, Calcutta. St i s  unfstunatc that an Prnonnt of 
Us. 46,793 had been outs turd in^, a par: of which data to a period 
u early u 1948-49, and na cfltactive steps w e n  taken to redisc tbe 
m e .  It is  also regrettable that not only there wan a failure on the 
part of the local offlcer to pursue the matter of raeovery, but aha no 
proper check Was e x t r c i d  by the higher authorities until lhe matter 
was pointed out by Audit. T h i s  i s  indicative of gross negligence. 
The Committee dcrrire that tho reasons for the I a p m  at various atageti 
should be examined urd responsibility Axed. 

12.56. The Cammfttocl a n  alw not happy to learn that the sngges- 
tion made by the Minbtry to examine the feasibility of in.roclucing 
tbe ryrtcm of receiving advance deposits from the indentors was not 
promptly dealt with by ihc Controller of Printing and S-ationery and 
the matter was stated to be still under mraminatim. 

They desire that a decision should be taken without further loss 
of time. 
Undue bet+ to a ltcensee Para 57-Pages 72-73, Audit Report 

(Civil) ,  1965. 
12.57. Under a licence granted by the Gwernment of India, the 

Federation of Indian Chambers of Commerce and Industry were 
allowed the temporary use and occupation of 4,90,934 sq. metres of 
land and the structures for holding the Indian Industries Fair. 1W1, 
during the period 14th Novcmbcr, 1961 to 10th January, 1962. 'The 
Federation made the following payments to Government in terms of 
this agreement:- 

(i) Ground rent: 
.-.- .--- -- -- -- - - -  - - 

Area Rate of fee payable Amount 
(In sq. Description by the Fcdvation (In lakhs 
Mctrts) to government of Rs.) 

I 2 3 - - -- - -- - ---- - --- - - -- -- - - . -  4 
(4 443,048 Open land . Rs. I per 0.836 sq. 

metre. 

(c) 17.361 Thirreeo prviiioos/suufi- Rs. 9 per 0.093 eq. 
NFOo. metre. 

-.--.._I--- ------ - - 



(8 )  6~nS3 Utility s m  (such Rs. 2 per 0.093 sq. 
as gates, bdUlg meWC. 
dficcs, telephone 
booths, lathes, 
baths, etc.) 

(ii) One-third of the cost of development 01 land 
incurred by Ciovernment. 

(iii) Cost of horticultural work carried out by 
Government. 

(iv) Cost of electr~cal works executed by Gov- 
ernment. 

Total 

12.58. The deed stipulated that allotment of space covered by thc 
six pavilions, ct . in category (b) above would be made by the Gov- 
ernment and that the allottees would make payment of ground fee 
to the Federation at Rs. 3 per 0.093 sq. metre. 

12.59. The amount payable as ground fee by the Central Govern- 
ment Departments/Auionomous Bodies worked out to Rs. 18.60 lakhs 
(for about 29 per cent. of the total area allotted) ; in addition, Gov- 
ernment also loose Rs. 9.36 lakhs being two-third of the cost of deve- 
lopment. .This situation could have been avoided if before granting 
the licence, an estimate had been obtained of the costs to be incurred 
by the lessees and the allotment of accommodation required by Gov- 
ernment arranged at rates calculated on a "no profit no loss" basis. 

12.60. It is seen from the accounts of the exhibition furnished by 
the Registrar of Companies that the Federation had collected by w a y  
of rentals alone, a sum of Rs. 89.40 lakhs and had made a net profit of 
Rs. 47.56 Inltha. 

12.61. The Committee desired to know as to why a clause was not 
put in the lease deed that wherever accommodation would be re- 
c pired by the Government would be given to Government on the 



same re- at which the Wernmcnt p v e  lurd to the Fedemtion. The 
w i t m u  stated that the agreement between the Federation and the 
Government in reepd of leasing of the erhibiilan grounds was dis- 
mrni and cond&lled tulfy in the inter- CaPo;littse and 
a decirfon was taken to fix cerW1n ram for opsn land for pavilion 
group and other group.  Govenvmnt d d  haw taken tbe position 
that for Ore Government requirments the Federation would provide 
accommodatrcbn d t h e r  at the same rate as that at which tbe paviliom 
were given to them or at some other conc&nol rates but the deci- 
sion definitely was that from Governroent also, they should charge 
something much more than what would m t  to them (Federation). 
It was a decision incorporated in the indenture signed between the 
Government and the other party viz. the Federation. 

12.62. The w~tness aided that the mtention of Government for 
charging ground rent ai the rate of Hs. 1 per sq. yard only from the 
Federation was to encourage them to organise the fair. 

12.63. In the course of further discussion the Committee were 
appriwd of the record of the ~nter-mmisterial meeting held on the 
21st October, lsSO when the terms and conditions of the lease were 
decided upon. In reply to a quest~on, thc representat~ve of the Min- 
latry stetcd that the rate of rent charged at the Ind~an Industries Fair, 
1961 was the same as was charged when the World Agriculture F a ~ r  
was held. The decislon to charge the Federation at  old rates was 
taken at  the some meeting. The witness, however, admitted. 

"The provtsion should have been that i f  they make a profit, ihcv 
should surrender it to government and ~f they make a loss, they would 
be subsidbed." 

1281. Expk~nrng further the representative of the Ministry stat4 
that when this Falr was pliuuaed, i t  was dwded to i d d  it under the 
eegis of the Federation. The Government was mterested in its 
rucccs Whrn the terms and conditions specifying the lease of land 
and structures were Analised the idea underlying was neither to gi\-c 
a subsidy to thr Federat~on nor to enab!c i t  to make such huge pro- 
fits. Nor was there any intentian to make a commercial deal with 
the Federation. The only objective in this case was to fix reasonable 
rates of rent. The witness further stated that the Federation appre- 
hended some loss and it was agreed that in case Federation suffered 
R loss, the Government would consider if the rates of rent charged 
from the Federation could be reduced. The pmvision of sharing pro- 
fits on the part of the Government was not incorporated as it was not 
expected that the Federation would earn such h u e  protlts. 



12.65. Tbc Oanmittee tben pointed out that the Fedtmtlon res- 
l i d  about Rs. 90 lakhs as rent h m  tbh pertidpurtr in the Fair, It 
was known that 011~-third of the land was occupied by Government. 
The Federation paid to the Government Rs. 23.90 lakhs as tent for 
the entire land. It was, there*. known that C&vernment itself 
was going to pay to the Federatten as tent for land n mm larger than 
what the Federation paid to them for the entire land. The Committee, 
thsrefore. desired to know how it could be concluded that there 
would be a loss. The Secretary of the Ministry stated that the possi- 
bility of earning proflts cauld not be fotbreseen because the number ef 
participants was not known in the beginning. The deckion as to how 
man? Gowmunent departments would be participating in the Fair 
was taken as the exhibition grew and r larger number of participants 
johed the Fstr. The witness further added that when the agreement 
was drawn up the Government envisaged hiring of six pavilions 
covering 31,093 square meters. To the extent these pavilions were 
not utilised, nothing would be paid ibr the structures. 

12.66. Coming again to the question of claiming proflts on the part 
of the Government, the Secretam of the Mlntstry stated thnt the 
Government charged rent for the land on the basis of prevailing 
rates and what was reasonable in the light of past experience. 
Thereafter, fl the Federation made profits after incurring certain 
expenditure in development the Government was not in R position 
to claim the proflts thus earned. The witness further added that t b  
Government paid Rs. 2 per sq. it. extra toward< expenditure incurred 
on development. care and maintenance of the organlsst~on, on staff 
and other overheads. 

12.67. In reply to a question whether Government did not hrtvt the 
results of the earlier World Agriculture Fair when p r a p a l s  far this 
exhibition were being considered, the Secretary of the Ministry stated 
that the World Agriculture Fafr authorities were asked to pay Rs. 35 
lakhs as rent and they had paid so far only Rs. 3 lakhs and the rest 
of the amount was under dispute. The witness further informed the 
Committee that if the World Agriculture Fair authorities had psfd 
at the rates laid down for the Federation then there would not have 
been any profits. 

12.68. The Committee then desired to know as to what would have 
been government's policy in case the Federation had mffered losses. 
The witness stated that Government in case of loss wouId have 
h o m d  its oral commitment of reducfng rates charged from the 
Fadmtion, md further added that in thL casc the Government hrd 
not approached the Federation for a share of the proilta. 



12.89. The Committee denrirsd to be furnirhed with further Mor- 
mation on the M b w h g  

(i) a note stating whether the open land of four lakh sq. yards 
mtnalnd u open Land and whether other pavilions were 
conrtructed by the Federotlon at their own cost; 

(il) a comparative statement of rents charged by the Ministry 
for accommodation given to the Government and to other 
non-govemment parties at India 1958 Exhibition and the 
World Agriculture Fafr; and 

( 1 1 1 )  a note stating the rates charged for land by Government 
in World Ajpculture Fair and how it compared with the 
rates in the present case. the area of the land given to the 
World Agriculture Fair authorit~es and those to the 
Federation and the amount of rent paid by Government t o  
the Federatron. 

12.70. The Committee regret to note that the notea on the above 
points u e  still awaited. 

1271. The Committee are amazed at the explanation of the Min- 
Wry that at  the time of Axing tho terms and conditions for the lease 
of the land they did not envisage that the Federation would be mak- 
ing profits in the whole transaction and on the other hand they had 
a fear that the Fedenation might suffer losses It is clear from the 
leaso deed that the land was allotted to the Federation on payment 
of ground rent at Re. 1 per sq. yd. and in turn they were allowed to 
charge 27 times of this amount which obviously left a large margin of 
pro91 to the Federation. If, as s t a t d  in evidence, the intention was 
neithm to give a subsidy to the Federation n m  to enable it to make 
huge profits, the Committee fail to understand as to why a suitable 
pmvision was not incorporated in the lease deed to the effect that 
the allotment of land .to Government or semi-Government orgaaisa- 
tions by the Fodcmtion could be made on a no-profit-no-loss basis. 
The Committes can hardly mcist  the conclusion that the oaticem 
dealing witb t h l  case failed to safeguard the intertds of Govern- 
ment while fixing the terms and conditions of the lease of land and 
finalieing the lease deed with the Federation. 

12.72. The Committae are also of the view that G o v e ~ e n t  shaolld 
lay down a clear poticy tbet the concussional rent etc., to be charged 
for the government land for orgadsing exhibition would be available 
to the prrtlsg comskmd odly if exbibitiom are osgulissd on c'nopro- 
fit-no-1- bash." 



Para 60-Pages 74 to 78, Autlit Report, (Civil), 1966. 
@Wanding &man& Sub-para A 

12.79. A total amount of Rs. 27.07 lakhs remained to be recovered: 

Amount 
N a m  of demand No. of (in l a b s  Rmarks 

Cases of lllpee~) 

(a) Prernia . Not 8-03 This includes Rs. 7.- lakhs 
known rcccrvmhle from locd bodies, 

(6) Gmund rent 
(17 Perpetual 1,633 1 5  -20 This includes 814 cases in- 

leases. volving Rs. 8-53 l l h s  in 
which breaches of the con- 
ditions of leases were noticed 
Of the rest, Rs. 4-13  lakhs 
were due from local bodies 
State Government etc. 

(ti) Temporary 62 1 -37  
leases. 

( c  j lhmagcs for 57 2-47 The quantum of' damages in 
breach of terms the remaining 757 cnscs was 
of lenses still to be wrorkcd out. 

12.74. Giving the latest position of the outstandings, the witnms 
stated in evidence that  out of the total amount of Rs. 27.07 lakh!; out- 
standing. a sum of Rq. 17:63 lakhs remained to be rcwvered. As re- 
gard.; delay in assessing damages in 757 cases, t h e  witness stated 
thatt a decision had been taken that damage5 would be calculated on 
cel-tain basis for pre 1st November, 1965 cace; and on drfferent hasis 
for post 1st November, 1965 cases. Action to assess the damages in 
these cases, on the principles laid down, had bee? completed. 

12.75. The Committcc desire that the recovery of the outstanding 
demands should be expedited without further loss of time. 

Nt~n-prepuration of consoladated records. Sub-para D. 

12.76. The work of preparation of consolidated records indicating 
the extent of land/plots available for allotment was still not cam- 



12.77. Giving tbc iatcrt position of the completion of consolidated 
records of plota available for aliolmmt, tbe witness stated that there 
were three kinds of handti-Rehabilltation lands, N o w  A m  Corn- 
mlttee lands and Nazul lands. For rehabilitation lands, survey re- 
prtr had been completed for 17 colonies and 40 colonies still remain- 
ed to be surveyed. In regard to Notifled Arm Committea lonbo, 5 
per cent of the work had been done and the rest was in hand. In 
regard to Nazul lands, all records were complete. Targets had been 
fixed far the completion of the re-ords but due to shortage of staff 
and dfnlculty in tracing the papers these could not be achieved. 

12.78. The Committee trust that the work of prepantion of con- 
solidoted records would be persued vigorously since it has already 
been delayed. 

Non-revision of ground rent, Sub-para E Perpetwl leasea: 

( i )  Nurnbct of cases which became due for revision 480 
(from 1947 onwards) in turns of the kascs. 

( i ~ )  Estimated increase in the ground rent per Rs. 1 5  lakhs 
m u m .  

(hi) Number of cases in which ground rent was 19 
actually revised up to August, 1g6q. 

( iv) Incnorse in the annual rcnt involvcd in (iii) Rs. 0.68 lakh 
above). (increase not yet 

e c t c d  as the cmea 
arc under litiga- 
tion). 

12.79. Audit was informed by G o v e m n t  in January, 1$65 thet 
the Delhi Adrmnistration had been q u e s t e d  to appoint a Specid 
Collector for expediting the revision of ground rent. 

Tempotaty leases: 

12.80. In respect of such leases as were on a year-to-year basis, 
increases in the rates of ground rents (basled on the increases of the 
freehold value of land notified in January, 1968 and July, 1980) had 
not been effected up to August, 1964. The total loss suffered by Gov- 
ernment on this accourvt has not been worked out. The podtion was 
stated to be under investigation (January, 1963). 



12.81. Stating the ?wition regarding the appointment of a special 
Collector, the wl:ne?e qt.~ted that the Chief Commissioner, Delhi, who 
was requested to appoint a special collcutor for expediting the revi- 
sion of ground rent rases. had refused to do sn. Ac-ordfng to  the 
Chief Commissioner under legal provisions. that work had to be done 
by ?he existing Collector or Deputy Commissioner. The result was 
lhat there was no progress in this work. The witness further stated 
that it was not correct to say !h2: 19 cases which had bccn finalised. 
were under litigation. In these 19 case; assessment had been made 
as to w h ~ t  the itlcreece should be but i t  was for the Collector to 
decide the amount. It  was only after the Collector had given the 
firmre of assessment that these cases would be trented as flnalised. 
Since there was no decision at the level of Collector, a11 the cnses 
were held up. 

12 82 Thrl Cvmwit tw d w i r 4  to know the antion proposed to be 
taken to meet this pitu3t;on. T t ~ p  witne.;.; stated that the Chief Com- 
missioner ww;ld r , g ~ i n  bc requested to help in expeditious disposal 
of these r a w ; .  Hc further a d d < d  that thc Collmtors were heavily 
over workrd and  this was cxtrn work for them. 

12.83. The witneis further prorniscd to approach the Ministry of 
Home Affairs for persuading the Ch'cf Cornmis:;ianer to accept the 
proposal of appointinc n Special Collector for dealing with these 
cases which involved an amount of Rt;. 270 lakhs. 

12.84. In reply to a que;tion as to whether the D.D.A. was com- 
peten: to revise the ground rent the witness stated that under the 
terms of the lease the revision of ground rent was to be done by the 
Collector or Deputy Commissioner. 

12.85. The Committee regret to ndte that the work of non-revision 
of ground rent has been unduly delayed. They would like to he in- 
formed of the fur:hs:r efforts made in fhiq regard iii~cluding tho ap- 
pointment of Special Collector a, promi.;ed hg the Secretary, Minis- 
try of Works, Housing and Urban Development in the course of evi- 
dence. 

Delay in encmhment of cheques Sub-para G. 

12.86. 53 cheques (bearing various dates between May, 1965 and 
December. 1963) covcrin~l an amount of Rs. 1.65 lakhs tendered by 
the lessees in settlement of their dues had not been encashed during 
their currency and had thus lapsed, although the Public Accounts 
Committee (1962-63) had been assured that such contingencies would 
not recur. 

4%7 (Aii) -15, 



,12,87. Audit was infarmed in January, 1966 that cheques in reb 
pet  of ei@t cases remained tb k returned to the parEks eonccltncd 
as a t  the end of November, 1964. 

12.88. Giving the present @tian, the witness stated that all the 
cheqw had been returned to the rr~pcctdve parties. Since there 
were breaches in the properties these cheques could not be cashed be- 
muse by cashing these cheques the  breecherr would have beem thus 
got waived. So these cheques were held up. But when audit ob- 
jected to their being held up in the Mlnistly. these cheques were 
returned. When the Commitic?t. pointed out that I t  was a serious 
matter to get cheques nccummulated without being cashed. the 
witness promised to ensure their return to the parties concerned 
In order to avoid m y  finrancia1 dimcultv. Tn replv to a question. the 
witnew stated that out of 53 cases fresh cheque;; had been received 
fitm 33 parties totaling to an amount of Rs. 79,000 and 20 cases were 
still pendlng involving the balance. 

12.89. A similar imqgularity in the workinq of the Land and 
Dev~krpment Ofke  was reported to the Public Account., Committee 
in 1962-83. In para 97 of their 8th Report (Third 11ok Snbha), the 
Commfttw had cxprwsed their di~setisfactian over the fact that 
c h ~ u e s  were lying uncashed in the Land and r)evelopment Office. 
Thc Committee were then assured that the working of the Land and 
D6Vsloprnent Office had since been rationaliwd and such contingency 
would not locur. The Committee are dismayed to find that inspite 
4 tbeir observations and the assurance given by the Ministry irre- 
gularities are recurring and cheques rovering an amount of Rs. 1.65 
lakhs tendered by the l t~sccs  in settlement of their dues had not been 
saashed during tbtir eurmncy. 

Lass of rent-Para 62 Appendix I-item I. Page 187. Audit Report 
(atdz), 1m 

12.90. In respect of a piece of Government land at Reading Road. 
New Delhi, measuring about 640 sq. yards. under the 'C' Division of 
the Central P u b l i ~  Warks Department failure to notice the encroach- 
ment on it for about eleven years, resulted in a loss of rent amount- 
ing to Rs. 37,750 for the period from February. 1947 to  August, 1959. 

12.91. The land was being used by a firm since February, 1447, 
for w e  as an approach mad to their motor workshop. The encroach- 
ment came to the notice of the authorities only in September, 1958, 
as a result of representations made by the residents in the.localities. 



22.92 In Beeembar, 1959, Government decided to clol~e the m d ,  
but an s repreraatation made by the firm, they agreed in December, 
"1960 to leak out the 1 4  to the firm on rent of Rs. 250 per mensem 
chargeable hm September, 1959. 

1293. The recovery of rent for the period prior to September, 
was foregone an the advice of the Ministry of Law. 

12.94. The Committee desired to know the circumstances ,under 
whinh the encroachment of Government land soaped the notice of 
the department. The witness stated that at the point where Punch- 
quin Roed and Reading Road meet. there were some. quartem. In 
the 'Durgah' nearby. there were some shops and workshops. From 
there to the main mad, there was no pucca road and for R long time 
the people working in the shops in the 'Durgah' had been using the 
gap between the quarters as a path to come to the road. In 1968 it 
was brought to light that a road lying within the Government colony 
was being used by private parties. The matter was examined and 
the Law Ministry was consulted. The Law Ministry advised that 
they could not claim anything for the pwt because there was no 
agreement or lease, but they could recover some monev frmn one 
party who was major a uxr by saying that they would stop his 
entry and exit. 

12.95. In reply to a question, the  witness stated that the  agree- 
ment with the owners of the workshop was entered into with d i e d  
from 4th September, 1959. According to the tcrms of the lease, the 
lessor might terminate the tenancy by one month's notice in writing 
as per law to the lessee without paying any compensation to the 
lessee. It  was a monthly tenanry. 

4.96, The Catnmittee are constrained to. note that uuauthorised 
acup&ion of Government land remained unnotiaed for 11 years. 
Tht indieah a clear failure on the pert of the Departmedal @ofnfiers 

' tr fo&m the instructions paewFibed m tho C.P.W.D. Cede regarding 
brrpactioa of CI.vernmeat buildings and works in the divbiom and 
to take suitable measures to prevent enc;moabPlwlt,m Cgpsrtummt 
land. They trust that the Ministry will conduct a special review to 
enwre that tbare are DO f u r t k  cases of tmaa4ho~med amm#ion of 

/ Gwmnmmt h a d  in tha city, which require reguclltion. 

Non-kecouery of dues-Appendix I-Item >Page 188, Audit Report 
(Civil), 1965. 

12.97. In iespect of the work relating to the construction of garages 
and servants quarters in the Office of the Comptroller and Auditor 



General of India, which was campleted in Decembes, 1958, the fbd 
bill of the contractor was mettled in November, 1961. Le.. aftor 
than three years. and showed tha* an amount of Rs. 19300 was m v -  
ersble from him mostly on accouM of cot& of materials supplied by 
the Department, and of labour engaged on the contractor's behalf. 
A sum of Rs. 6,810 was also recoverable from thc contractor as corn- 
pt?nsatlon for dclav in  the mmple'ion of the work. Out of the total 
amount of Rs. 26,310 thus reewerable a sum of Rs. 13248 still remains 

be recavered from the contractor who asked for arbitration in 
September* 1062. An arbitrator was appointed by the Government 
only in June, 1963 and the award is awai4r,.i (December, 1964). 

12-98. Thc Committee desired to know w3v there was delay of 
more than 3 years in the preparation nf the flnal bill of the contractor. 
The Chief Englnccr, C P.W.D, stated that the work w a s  completed 
on 8th Denember. 1958 and t h ~  accounts of rontractors were f i n a l i d  
in November. 1961, As regards delay, thr witnew stated that some 
time was taken to flnallsc thc accounts because the work had been 
completed through departmental and other agencies. As the con- 
tractor did not complctc the work, they had to exwute some of the 
works departmentally f i l l  they werc in a poqitinn to emplov another 
agency. Another agency was employed who comvletcd the work In 
December. 1958. Thc bill could be finalised only after working out 
the cost of work done departmentally and the work done by the cther 
agency. All this took time 

12.99. The Committee enquired how excess cement and steel worth 
Rs. 5,259 was supplied to the contractor. The witness stated that 
the contractor removed that with mala f i  intentions. This was done 
against the agreement. In reply to a question, the witness stated 
that they could not establish that it was a case of theft. Byt they 
would recover the cost of the meterials at penal rate. He added that 
on the request of the contractor the case had been referred for arbi- 
tration in 1963. The arbitration proceedings had not yet been Anish- 
ed. The witness promised to furnish a note on the present stage of 
the arbitration proceedings. 

12.100. It has been stated in the note subsequently furnished to 
the Committee that the first hearing was held on the 13th January. 
1966 when the Arbitrator desired certain data and documents to be 
submitted to him. The next date of hearing has not so far been 
fixed by the Arbitrator. 



BwrJ~to.kareetb. l tbe. r rorLwmesanplsted in -bsr. 
lS68 b9t tbo rrcvurb of the coatraclq m a m  lidid ha Noo- 
amber. 1961 .laroclt three yeus later. It is also unfortunate that the 
tontador .ru ribwed t lift excessive meterid to the extent d 
Its. S,UB. Commlttco trust that suitable action will be takm t+ 
Br r a p a s i W I t y  in this caw. 

lZlQ2. Tbe Committee are also not happy to note the delay in the 
institution of arbitration proceedings. The case was refer- for 
arbitration in 1963, but the Arst hearing of the case war held only oa 
13th January, 1966. 
Overpayment to a cmt ractor-Appendix 1-1 t enr &Page 189, Audit 

Report (Civil) lss5. 

12.103. The Bnal bills of a contractor relating to wood work in 
the following buildings under thc Cor~struct'on Division No. IV, 
settled after delays of five to six years showed overpayments amount- 
ing to Rs. 82,369 as follows: 

Xdmc of thc Building Final bill Amount 
settled in overpaid 

(Time of completion) 
Ks. 

( I )  Central Board of Revenuc Building. 
(August, 19%) . July.  r y 6 1  ' 4893 17 

(2) Multi-storcycd Building at Quecn 
Victoria Road. 
(January, 1956) . hlarch, 1 y 6 1  ' 34,052 

12.104. The bulk of the overpayment in respect of item (1) 
above and the entire overpayment in respect of item (2), resulted 
from the fact that deductions for deviations from the agreed stand- 
ards, in the execution of certain items of work had not been carried 
out. from the running bills. 

12.105. In the first case a portion (Rs: 17,909) of the siecurity 
deposit (Rs. 23,879) had been refunded to the contractor in January, 
1956, i.e. five years before the finalisation of the contractor's account 
and the balance had been adjusted against recoveries due from him 
in respect of certain other contracts. In the second case, a sum of 
Rs. available from the security d e p d t  and a further sum of 



12108, The contnckrr did not pay tb amount, and in June, 196l 
asked for arbitration. An arbitrator was appointed in May, l a  
after nearly one year; his award is awaited (December, 1964). 

12107. T '  Committee enquired w h e t k  Government had fixed 
respPoribiffty for accepting the sub-standanl work and paying for 
i t  without any reduction in the contract rates. The witneas stated 
that the disciplinary aspect of this cam was being looked into and 
suitable actlon would be taken agatnst the defauibng ofRaer. As 
regards arbitration procctdings, the representalk ob the Miaistry 
#tat& that in one case the claim was for Rs. 48.317 and an award 
was given in their favour for Rs. 27,418. They had gone to the 
court for a decree and would recover this amount. In the second 
case, the amount involved was Rs. 25,206 and the award was still 
awaited. Out of ~ ~ r p a y m e n t s  amounting to Rs. 83,369' made to the 
contractor, Rs. 8,846 had already been adjusted from the security 
depodt. 

12.108. In reply to a question, the witness stated that they could 
not take action against the offfcers conmrned as the records of the 
cose were with the Arbitrator. He agreed that no action was taken 
against the officials earlier, though this case was discovered by them 
in 1961, the contractor asked for arbitration in June, 1961 and the 
case went to arbitration in May, 1962 and December, 1962. 

12.109. The witness promised to furnish a note giving the details 
of the case and why no disciplinary action was taken again& .the 
omcers concerned. 

12.110. The Committee regre: to observe that the note i9 still 
awrltalt. 
IfU1. From the facts of the case it is clear that the imgaiarh 

tia were diocovered in 1961 and the case was referred to the arbb 
tmtion in May and December, 196& They are constrailred to no* 
the failure on the part of the Department to consider the &&pH- 
nary. aspscb of Me case and taka suitable action ,dwriag this psllid 
1W:rnd 4- tb B x r  r s q d b i l i t y  fw accephnce of sab-&andud. 
'1001Jti 

12312 The Conunittee wmuld also Eke to observe that it is a 
conmoa, though lame sxcuse that action could not be taken. as** 
records were in the court/arbitration or with police. Tbic CommitteeL 



Delay in instalbtion 01 machinery and omupcuion of tx b d k f i q l p - -  
See. XL pp. 195-96 of Audit Report (Co~rrnzercd) ,  1965. 

12.113. Machinery and equipment costing Rs. 17.75 lakhs pu- 
chased for the Government of India Press. Nasik Road during the 
period 1949 to 1959 were installed between July 1%7 and July, 196% 
In certain cases (machinery costmg about Rs. 8.70 lakhs) the dMay 
ranged between 1 and 12 years and above as indicated below: 

IL . 
54844 . 12 years and above, 

66,837 . 6 to 10 years. 

1,729569 . 3 to 6 years. 

12.114. The indent for machinery was placed in August,' 1947 
and it was expected that the entire machinery would arrive only int1 
the course of 4 to 5 years. 

12.115. The Ministry informed Audit in September, 1964, as 
follows:- 

"As a rule, the purchase of machinery is generally arranged 
to synchronise with the construction of accommodation to 
house the machinery. In the case of the Nasik Press, even 
a rough synchronisation was out of question having re- 
gard to the special circumstances due to which an order 
for machinery b d  to be placed even in advance of selec- 
tion of a site for the Ress. Naturally, the  construction^ 
of the buildings could not keep pace with t b  arrival of 
machines." 

12.116. The course of events explained by the Ministry, hovtwer; 
brought to li&t the f.r?lowing ~tlects:- 



12117. The paqmtal far the up of thc New Rcrr was 
ntbmfttad to the S t u d i n g  Finnna CommiUee in March, 1948. The 
machinery utarted arriving in 1918, but R r m  proposals for the pur- 
Ch.K of land and bwutructiaa of Press building at Nasik were for- 
mulated at the end of January, 1951. The formal administrative 
appwal w u  issued in January, 1952. 

12.118. The condnrcf;cln nf !he building w a ~  comp!eted by the 
C.P.W.D. in April, 1955 against the stipulated date of October, 1953 
owing to dli8culties in getting stecl and other construction materials; 
the air-conditioning equipment was sanctioned in April, 1954 and 
htaUed by January, 1958 

12.119. The General Manager's bungalow wh~ch  ws.; construct- 
ed in the beginning of 1954 at  a cost of Rc. 35.000 was handed over to  
the Departmen: by the C.P.W.D. in N w c m h ~ r ,  1958, i.e. after near!!' 
8 years from the date of construction. The bungalow was there- 
after used as a guest house up to the end of 1959 when it was allot- 
ted to the General Manager whn was placed in charge of the Press. 

12.120. The Committee dcsir~d to know thc sptrial circumstances 
in which the order for the machlncq had to bc placed even In ad- 
vance of the sclcct~on of t h r  sttp for the press and thc rcasons for 
delay at vadous stages. The repre.wntat~ve of the Ministry stated 
that the case related to the year 1947 when the country was parti- 
tioned. The order was pla:vd bv the D G 1.S D in London In 
accordance with the  decision taken bv the Partition Council. The 
proposal for setting up the new press was approved by the Finance 
Committee in March, 1948. The site for the press was chosen at 
Nasik in September. 1948. The dccision to have a Rotary wing was 
taken in January, 1949 In January. 1951, thc proposal to purchase 
land and construction of buildings at Nas:k was submitted to the 
Standing Committee of Parliament of the Ministry. In  February, 
1951 this proposal was approvcd In Scptrml->er, 1951 the proposal 
was again submitted to the Standmg F~nance Comm~ttee and ap- 
proved by them. In January, 1952, admlnistrat~ve approval and 
financial sanction was issued But the equipment had started arriv- 
ing from June. 1949 and its installation was undertaken from March, 
1958 to July, 1962 on various dates. 

12.121. The Committee pointed out that the press started full 
fledged working only in 1962 though the buildings were ready in 
19%. The Chief Controller of Printing and Stationery stated that 
the buildings were ready in April, 1955 and the machinery though 
it started arriving from 1949 its receipt was completed only in 1959. 
The Rotary machines for forms printing were mmfired in February, 



1958. Some machha referred to in the audit para were comple- 
mentary machines which were received much earlier. The 
cameras and o&ret machines could not be used because air con& 
tioning was completed in January, 1958. He added that he could 
not find any information regarding prior planning of airconditioning 
of the building. 

12.122 In reply to a question. the witness stated that the pmm 
was working on no-profit no-loss basis. 

12.123. The Committee desired that a note might be furnished 
indicating: 

( i )  the dates on which orders wre placed for different 
machines and the dates when the machines were received; 

(ii) why the question of a building or other facilities were not 
thought of at the time of sanctioning the project and why 
those were thought of picccmcal; and 

(iii) in the absence of the machine for 12 or 13 years, how the 
work was done, by whom and what was the extra cost. 

The note* furnished by the Ministry is at Appendix XXXIV. 

12124. In the opinion of the Committee, this case reveals lack 
of proper planning which resulted in the costly machines and equip- 
ment remaining idle for periods ranging from 1 to 12 years. Had 
the matter been pursued promptly the delays in obtaining adminis- 
trative approval for the setting of the pr-, acquisition of land and 
construction of building3 could have bcw minimised. The Commit- 
tee are surprised that the plan for the construction of a building 
for a Rotary (form) Wing was not included in the original scheme 
and approval for the same wac obtained 2 yearn later although its 
setting up was also approved in 19.29. The Committee trust that the 
Ministry will ensure better planning and proper co-ordination in the 
setting u p  of such projects in future. 

General 

Dehy in the submission of notes. 

12.125. During the course of the examination of the Audit Report 
relating the Ministry of Works, Housing and Urban Development on 
the 1st and 2nd February, 1966. the Public Accounts Committee had 
desired further information on certain points. A list of points on 
which further information was required by the Committee was sent 

. .  ~ . .-. . -  . . .- . . . - .- -- 
*Not velted by Audit. 



to the Minbtry on the 16th F e b ~ ~ f y ,  1968, in which thPy were 
asked to furddr the addltiond information by the 4th March, I-. 
Information on three more points was a h  asked to be flumished at 
the latest by the 19th April, 1966. Out of 23 poknts. infomatfan 
10 points only has so far been received. 

I-, The €umm&4la n o d  hardly crmpbuk that in the abraaoa 
of additha1 information, it is d i W t  for the Gmmittee to fornru- 
late their vkws. The Committee would. thertore, like to urge the 
Min- fo w e  tht  the infermation asked far is invubMy fur- 
nished within the time limit prescribed. 

NGW DUHI; 
The 28th Apd,  1968. 

R. R. MORARKA, 
Chairman, 

Public Accounts Committee. 

Vaisakha 8, 1888 (Saka) . 



APPENDIX I 

Para Deptt./ 
No. No. Ministry 

concerned 
- - - -  -- - - - - 

1 2 3 4 
- - - __ _ _ - - - - - -  -- P - 
I 1 9  Finance The Committee are surprised to learn that when the funds were 

disbursed to the various States Citizens Councils etc., no m¶dltimh 
was laid down regarding preparation and submission of audtted 
accounts. A decision to get audited a a ~ m t s  was taken only about 8 
two years after the diebunrement of the funda Tlrt Cammfttac - 
desire that the question of obtaining audited accounts from irttch 
af the Citizens Councils as have not yet forwarded the audited 
accounts and also the Indian Red Cross Society and tbe individual 
mentioneci above ahould be pursued vIgomus1y. 

The Committee desire that the review suggested in pan 8 af 
theia 36th Report (3rd Lok Sabha) indicating how far the variottll 
projects financed from the foreign loans were (a) already remus- 
erative (b) likely to become remunerative after some years, and (c) 
likely to continue unproductive so far as can be foreseen, ~~hmlcl be 
completed early. They furtber desire that tbis review should a h  
include the results of the study as to how far the Governments 



- --- 

1 2 3 4 
- ---- -- - ---- - 

expectations have been r e a m  in respect of #mlng/eavtng tb, 
foreign exchange as a result of commissioning such projets. 

Do. The Cornmrttee feel concerned over the quantum of CaaPmltmeat 
charges (Rs 425 09 lakhs) paid by Government to the International 
Bank for Recnnstruction and Development upto 196t-65 in respect of 
the loans taken by the Govenunent, public UndtttPkinp and cam- 
panies in the private sector. The Committee note the MLnbtrfe 
explanation that the bulk oi the  commitment charges were unwmi& 
able. as most nf the I B W  loans finance imports of capital phnt urd 
machinery which nctes.sarilp involve long deli- periods, ery two 
or three years. and thus even utilisation of loans according to the 
original schedules end within the terminal dates involves prgmtat 
of commitment charges over a long period. All the same, the Can- 
mrttee dewre tha t  ever\: effort should be msde to minimise t k  cc#n. 
mitment charge that arc avoidable, by utilisation of the loans within 
the original time s thdu le  and by not embarking upon lorn a m  
ments for doubtful schemes, involving the possibility of the cancel- 
lation of loan agmments later. Even in case of loans for capltrrl 
equipmmt involving long deliwry period--more reallrtic time 
schedule should be prepared taking into consideration the time fa& 
tor etc. 



5 1 42 Finance 

The Cornnuttee a h  desire that an early decision should be taken 
on the suggestions made in para 10 of their 39th Report ( I W )  
regarding the feasrbiiity of the industries taking loem dire& ffam 
the World Bank on a guanntee of the G o v e m n t ,  which woufd 
lessen the burden on Government. The Committee are not imp- 
sed by the argument that i t  does not matter whether the Gwern- 
ment or  the private party pays the commitment charges. In tha 
opinion of the Committee it very much matters and therefore tt 
should be ensured that in cases where the World Bank is not in a 
position to give loans direct to the  industries concerned and Govern- 
ment have to step in as an in t e rmdary .  Government ahoutd make 
available the foreign loans received to the parties concerned oa such 
terms and conditions as will not result in a loss to the public ex- 
chequer. This principle should be made applicable both in the case 8 
o f  public undertakings and companies in the private sector. bd 

The Committee note that pursuant to their recommendation, Gov- 
ernment have issued instructions (October, 1984) to the State Gav- 
ernments that with effect from the accounts of 1965-66. the final 
adjustment of Central assistance to State Gwernments for plan 
schemes would be on the basis of the audited figures of expcnd lure. 
The Committee hope that each State Government will publish a 
statement of schemes included in its annual plan arranged under ths 
heads of development indicating the provisions made for each scheme 
under the various budget heads of accounts and also furnisb the 
requisite data to the Accountant General lconcerned to enable him 
to check that the grants were actually spent for the purpose intended 
and also economically. The Committee de&e that the ~y -  should - 



Do. 

Do. 

Do. 

be kept under rwiew by the Ntinistry oi Finance ln cO(UUItatfan 
with the Comptroller and Auditor-General with a v i m  to eUectiag 
improvements and making the control of the Central Go-ent 
w e r  the utilisation of the assistance effective. The Committee 
would watch the nsults through future audit reports. 

The Committee also suggest that the Ministry s h d d  diallr 
with the Comptroller and Auditor General about the other fwilb. 
pointed out by Audit in this xvgard arid send a Repert to the Cam 
mi ttee. 

The Committee desire that such a study should be undsttJta0 by l!l 
the Ministry on s regular bask Thia w&ld aubla the bbisby to 
know whether the grants/loans gwen by the Centre to Ft# QI.k 
Gwts for specific schemes were being properly utili8ed far tbe 
intended purpose. ThLS will .LbO be helpful in watching the ectd 
utilisation of Central assstance and applying the cortcctives w b  
necessary. 

The Committee reqret b observe that in thir am an extra 
expenditure of Ib. 15,867 had to be incurred in t& ptlrehrs of tam 
"Bright h e a l i n g  Furnaces" and ont "Mmospbere GenerrW due 
to administrative and dbcr delays in placiw ordam after d b g  fbr 
tenders in November, 1960. What is more, supplies have not yet 



1 54 Finance 

been completed after a lapse of more than three years of placing ibe 
order by the Director General, Supplies and Dupmah. Thus, @@ 
from incurring extra expenditwe, the machinery required fn 190 
have not yet been installed after a lapse of about six years. The 
Committee very much regret such long delays in the execution of 
small orders. They desire that the matter should bt vigorously 
pursued with the Director General, Supplies & Mspassls. 

The Committee feel concerned to h d  that the mis-apprdprtrtion 
of the investors' money was continued by the Dlstrlct ChlganfSer 
concerned over a period of three years without befng detected. '!"he 
Committee desire that the system should be examined with a view 
to making it foolproof. They hope that necessary measurea ha& 
been taken to tighten up supervtsion in order to prevent recuIietlce 
of such cases. The Committee would like to know the outcam of 
the prosecution launched against the District Organfser. 

The Committee desire that apart from the conditions InrllrAed in 
the tripartite agreement with the State Bank of bdia M/s. Rickord- 
son & Cruddas Ltd. for protecting the interests af Govt., the Wnb 
try should review whether any further measures are msxmwy ,$o 
have controlling power in the management of the Company to de- 
guard the financial interests of Government. The Committee are also 
of the view that a clear stipulation should be made in the agreemeat 
that during the currency of the guarantee the mauagement would 
be in the hand of the Court/Govemment nominee. 



I 2 3 4 - -- ---. -- - ---------- -----_-__I * -  - _ _ _  _- - -  _ _ I- * _ -  
J I r 66 Do The Committee appreciate the position explained by tbe Seem- 

tary, Deptt. of EconOIIljc Mairs that rn the c ~ s s  af PuUie -or 
companies, the guarantees given by the Coverrunant wwld be pro- 
gressively withdrawn as and when those companies went into pro= 
duction and were able to stand on their own feet The Committee 
would 11ke the Government to adequately safeguard the financial 
interests when they decide to give guarantees to private We%%, cc- 
operative societies etc. 

Rehabilitation The Committee are surprised that even inspite of their prev!ous 
recommendation. the Rehabilitation Ministry p m p d  the effectivh 
rate of interest ~f 51'; when the market rate was more than 74%. 
This indicates that no proper thougbt was given to this problem and 
the Committee's recommendation not considered sertouslg. 
The Committee desire that no undue concession should be glmn to 
the individual in t he  repnymcnt of the loan which is overdue. The 
Committee reiterate their rccomrnendatbns made in pan 26 of the 
36th Report, (196485) in this regard end desire that an mrly d&- 
sion should be taken in the matter. 

13 1 84 Planning ( ommissinn The Committee arc not happy over giving of retrospective effect 
to the order of creation of the post of Asstt. Secretary in this case. 
They feel that this is a case where the power delegated to the Plm- 
ning Commission to make appointment, was not used with due 
circumspection. The Committee doubt whether under the existing 





I 93 PI8naing . . Tbe Committee note that the a - r  toad was allowed to 
continue to hold two charges air,, Private Secretary to the Mhhkr 
for Planning and Director of Public Ccw>peration for several years an 
one ground or the other. This enabled the c&er to have the bm&t 
of a special pay in the first instance and deputation allowance at 
higher rates later. Even the primary charge and the additjsnrl 

., ,. charge held by the oacer was rnter-changed. It was depcmed Ware - 
the Committee that both the charges were full-time pts.  But at 
the same time the deer concerned continued to hold both the 

61 
charges The Committe flnd it diiacult to reconcile thts anamdm 
pasftion. If both the charges were full-time p c ~ t s ,  the Committee fail 
to understand how the public Interest was served by putting thorn 
undtr the charge of the same ofllcer. If on the ather hand the 
post of Dimcbr of Public Co-operatian did not justify the rgpolnt- 
ment of & full-time Director, the post i t d f ,  as suggested by tbt 
Finance Ministry. should have been abolished by distribution of wmk 
among the existing *nctiond ctrength. The Committee cannot help 
coming tn the conclusion that the anamolous position was cor\tinueci 
to give benefit to the individual concerned. The Committee hope- 
that the Plsnnfng Commission would awid creating such uurnotm 



situations in future. Asking one officer to discharge duties of two 
full-time posts for a long period is impractical and impropur md aot 
conducive to eftlciency. 

1 .94. Planning Commission The Committee also find that some prwcduml q u c r t h  8rt --- involved in this case, ~it . : -  Finance 
(a) whether it was juztifiable to grant deputation allow8ntte 

when the oflker held only the additional charge of tha ex- 
cadre post; 

(b) whether it was not unusual that an officer of a regttluly 
constituted service should hold the full charge of mother 
exeadre post but hold the additional charge of this regular 9 
post. 

The Committee suggest that these issues should be determined by 
- the Ministry of Finance for future guidance. 

1 97 ~1ming'~ommissioa The Committee note with surprise from the Fkview of Progresr 
1964-66 that though the programme for intensive development of 
mall industries in rural areas was sponsored in 1962, actual impb 
mentation started only from 1964-63 

19 I IOO Ih. The Committee feel concerned over the slow progress of the rural 
industries schemes. The Committee would urge that the Planning 
Commission should ensure that the administrative and finamid pra- -- * -_I_-- --__C___ 





Do. The Committee also observe from the note furnished by the 
Ministry that a lumpsum proftiuon of IL. 148 crares )ns bcmlrnr& 
for special areas. Hill areas, Rural MInpoa~er Warla Pmgrmme ins 
the Draft Fourth Plan. The exact amount to be provided in the 
Fonrth Five Year Plan had not yet been f i n a l i d .  In t h h  connec- 
tion tb, Conunit te  would like to point out that even fn the mird 
Five Ycsr Plsn the target of of. 130 crores was fixed fdr this s c h w  
a d  as against this. an  expenditure of about Rs. I6 m r e r  Ir only 
expected to be incurred The Committw a re  not sure whether the 
necessary admmlstrahve/executive machmery was existing to  cury 
out these projects on such a large scale. cu that the PLanain& Com- 
mission was not satisfied with the empluyment potential -tad 
by these projects. Further the Government have also not examintd 
how far they have been eble to m.ke a saving in expenditure by 
entrusting t b  w m h  to the B l d  Samitis and P r m f h w  etc. Ft' 
is also necessary that the administrative delays are avoided 3 e t  

ent stages. The methods and forms for the preparation of account# 
also require s i m ~ ~ t i o n  w thrt t h w  are easily understood by the 
Psnchayats. In this cmnect im the Committee would 3ra~liYs-t@ 
draw the attention of. the Hlnistq to p r a  12 of 35th Repart. fCIltie 
Loh Sabha) of the Estimates Committee. 196344 wherein the &ti- 
mates Committee had observed that "the Rural Works Pro&rlllrmc 
shoula primarily be devoted to incre=ing agricultural nrrdrlrficm, 
development of village industries, construction of link rodn ad. 
creation of remunerative assets. . . . - . . . . . . . . . *- 



1. As far as paesible the expenditure on such pmgmmma 
should be on prductive assets to avoid my inflatfanrujr 
impact on the economy. 

2. T h ~ c  ~ ' ~ o u l d  be a proper machinery to execute such waba 
3. There should be a propcr amounting and Audit @mange- 

ments for ~ u c h  expenditure li! 
4. As far as possible the employment =hould be trslnb# orteat- 

ed so that un-skilled workers get drilled and become e l f -  
supporting. 

Do. 

Do. 

The Committee regret to note that there has been shortfall in the 
extraction of timber year after year as compared to the flxtd target 
of 60.000 tons with the result that during a four year period of 108061 
to 1963-64 the total shortfall has been as much as 29.006 tons, WW 
is equal to about 6 months' extraction. 

The Committee. are however, glad to be informed that dl p d b  
steps are being taken tn modernize the equipment and to replace the 



olderafta. As these schemes when implemented, would enable the 
Department to extract more timber and reduce the tranlrport cwt, 
which is at present heavy (Rs. 31.53 per ton during 198561 ar agrfntt 
Rs. 17.98 per ton in 1960-61), the Committee would like the Deput 
ment to give urgent attention to this matter. 

The Committee feel that this malady should haw bmm taken note 
of and remedied earlier as Foon as the cost of transport mrordcd a 
steap rise from Rs. 17.96 in 1960-61 to Ra. 27; 17 in 1961-62. 

Do. The Committee feel perturbed to learn from this note that tb4 a r t  
profit of the Government as a result of the working of the Andamam 
Forest Department has gone down ~ubstantially from Rs. Z!b,U,4Dl 
in 1961-62 to Rs. 10,83,917 in 1963-64. They would therefore deain 
that an immediate analysis of the causes of these dwindling profit. 
should be made and prompt action taken to arrest this trend under 
intimation to the Committee. .: , 

26 2 11 Do. In order that the implementat~on of the schemes which have 
already been finalised are not held up and delayed, the Commitbe 
would stress that appointment and posting of officers for the pvpo~  

.' 3 . . . should not be delayed. 

27 2.13 Do. The Committee note with regret that their expectations have been 
&lied. They find that while in 1956-59 the intake wau 23,348 tom, 
the outturn 12,553 tons and wastage 46.19 per cent, even in 1965.(56, 
the intake is only 25,133 tons outturn 12325 tons and wadage 50 per- 
cent. The position has therefore, deteriorated instead of showing 



Do. The Committee feel that no serious effort appears to have bean 
mwk? ta .tap the demand far seasoned timber properly and to utilk 
the  capedty of the plant M y .  They hope b a a  vmr~d~r &w& .fl 

Do. 

Do. 

be mad6 toward this en& Zii- 
The Cornrsittee find f u r t b  that the C n ~ ~ ~ t b g  TW* 

rwg&Plan(o alse have not yet reached my when! W U  tbh Wd&d. 
capadty which jr 1200 t o m  per annum, The ptoducb~  
1964.85 of creosoted timber was 220 tons only and of Ascue-tnrtsd 
timber war 54(1 tam anly. 

The Canmittee a n  a l m e d  at the state of effaim dirrc)oocd tff)(Bh 

regwd to the working of the contracts with the licensee in the 
North Andmans. The Committee regret to note that the rrbtQa- 
tion, which was stated before PAC of 1962-63 to have ken  in pro- 
gress, ( p r a  46 of 7th report) (3rd b k  Sabha) is stilt prcrcasdiag, 
in 1966-66 and i s  "likely to take about two years." 11 more arbttrr- 





3 10 Do. 

It has also to be borne in mind that this delay has indirectly & 
buted to the loss suffered by the Administretion as nmcdi.l rtapr 
were also delayed as a consequence. The Committee hope, the AliN 
Administration would ensure that all delays in the working of the 
Administta tion are eliminated. 

The Committee feel that there has been inordinah delay b the 
procurement of the motor. 

The Committee feel perturbed to note that the Ferry Service of 
the Marine Deptt. has also been running at a lass s m  185843 and 
the  total loss suffered by the Ferry Service so far amounts to mom 

i€ 
than Rs. 5 lakhs. While the Committee appreciate that a low fare 
structure has to be kept in order to provide means of communica- 
tion to all the islands irrespective of the freight and fwes beau14 
of the peculiar nature of the territory, they would like the Admint. 
tration to consider the feasibility of a slight revidon of f a m  es justi- 
fied by present day realities and of reducing overheads etc. ol the 
service to the exbent possible. 

The Committee are unhappy to note this and would desire that 
periodical reconciliation should be done to ensure correctness di 
figures. . . 



3 .24  Do. 

3.17 Do. 

3.3'  Do. 

The Committee feel perturbed about the abnormal delay that hu 
already taken place in deciding about the ha t ion  of stoclt MU, 
Although the PAC made a recommendation in I W W ,  the matter 
was stated to be still (January, 1965) under consideration in d- 
tat im with the Ministry of Finance. The Committee, would like to 
know the reason if any for the abnormal delay of 7 yean on such a 
simple matter. 

The Committee are glad to note that credits are not being 
to private parties since 1st April, 1963. They hope thatl ruitrble 
action would be taken to realise the outstandhg of Rs. 19,152 from 
the private parties without further delay. 

The Committee find that the amounts due for the period 191748 tg 
1951-52 are paltry. If the Administration feel that the recwery of 
these sums is not possible at this distant date, it would be better to 
take steps to  write them off. 

As regards the dues for the period 1952-53 to 196263, the Can- 
mittee desire that vigorous step be taken to recww them from the 
Departments concerned. The Committee would also like some suit- 
able steps to be taken now so that even in the case of Guvernmant 
Departments, arrears are not allowed to accumulate. 

Do. The facts disclose a very unsatisfactory state of affairs. The 
Shipping Deptt. has already suffered a total loss of more than a nore 

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



1 3 3 4 
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of n?pees on the service of the three ~%WAS maintained by tham 1 
duriag tbe penad 1956Q7 to 1- And yrC tbs "High po- 
Cozanrittoe" could not meet w- than O~WF J m  1lOI 
(when the Committee was aapoinw) ard J m v ,  tQ65, .nd th 
work of ibe Cmrmit&e is yet to  bc eanplelbd (J-, 1-k TI* 
Committee are oleraaed at t k  cenrl wry in whicb tb 
losses of the Shipping Deptt. are being accepted with equanimity, by 
the Government Department. The Committee therefore, desire that 
t h b  matter should be dealt with, with a real sense of urgency, oo tbilt 
bath the operating eftlciency and the financial results of the 
anmpolssenger service between the Mainkuld and Aadom;r~.or dm 
for inter-island service show a distinct improvement. The Committe Q 
would also like to know the extent to which lo ses  have been redud 
or are likely to be reduced as a result of ad hoc increase in the 
freight for carriage of timber w.e.f. 1st October, IstCS. 

'Rk Committee feel from a study of the notes that there how 
k e n  delays and set-.backs in the matter. They hope serious atten- 
thm to the purchase of ships would be given so that further delays 
de not take place. 

Tht Committee hope that the Ministry wit1 take alf'nee-saty 
sttp to safeguard the flnanciat interests d (rotmnmd. 



5.21  Do. 

Do. The Cammfttee reg& to notc that notwitinstanding the 
ofsthe M i  State (Aid to Small &de and Csttage Itrdttotrh).- 
ur)rM resW&M grant of loam to the extent of Rs. 50,m $n #h 
ca-scs and the advice of the State Government that the rocts)).~)ld 
RO timgible W t s  to &tr, the Mfnlrtq of Industry tka\l@@itprop@r 
to wt diWt a loan (Rs. 4 3 0  ldcb)  to the society. If ,  deiplte the&? 
hi taf iwrs ,  the lean was given to the society in the l a m  Intetcllto 
of rehabilitation of a brge number af peopie who would ot3w?m3rre 
have bctn t k m  w t  of employment, the Cmrnittee feel that* 

t + k u M  have been taken to safeguard the Anaptcia1 tnttrasb of W- 
.rtnmCntLbg way of *~inittg sdclqPa2e secu* for the m o m f t  ai 
the loan advureed. 

The Committee regret to note that in spite of their recommend.- 4 
t h  for a p r e p r  inquiry made last year, no steps have been taken 
to aadertake such an inquiry. 

Do. 44 5.27 They are also not convinced of the reasons advanced for n o n - ~ ; ~ e -  
cution of agreement for such a long time. While the loan was sanc- 
tioned on 25th October, l§56 without executing any agreement, t k  
society approached the Government on 251-1957 for a copy of the - - -- 





s.30 Do. 

1 

5.31 Do.' 

~ n d  dereliction of duty. The Committee hope that in future Govem- 
IhcM till take necessary steps to avoid such long d&ys in execution 
ef ogmements. 

The Committee are not happy at the manner in which unuarol 
concessions were given to the society and the failure to take proper 
steps to safeguard the financial interests of Government. 

The Committee have noted the following disquieting features in 
this case:-- 

( i )  Dur~ng  the period from 1956 to 1962, cases of mismanage- 
ment and other irregularities such as pledging of Aniahed 
goods worth Rs 80,000 In favour of a private bank against 
a cash credit of Rs. 52,000 were reported to Government. r Adequate efforts were not made by the Ministry to look (o 

into the affairs of the society and to set them right. 
(ii) Charges of mismanagement and irregular~ties were levelled 

a g a m t  the soclety even when the management had ar ita 
r chairman a Government nominee. Further in spite of tbe 

fact that officials of Government on the Managing Com- 
mittee were reporting to the Ministry about the umtis- -. . . factory state of affairs of the society, no action was taken 
!o get the hypothecat.on deed sgned In time so as to safe- 
guard the financial interests of Government. 

48 5 -33 do. - -  - - .In view of the serious nature of irregularities committed in thlr 
'T - case, the Committee desire that an enquiry should be held to And 

out why th5 unusual concessions were g ven and how far the - -L - 



Do. The Cesmtttec are surprised and ccmaot understand as to 
this delay in Aling the suit when the Gowrnment has co~atPCuni 
that the patty has no inten- to pay. 

The Cahmtttce m y  be tnhnmd whtther the suit for tbe reen- 
very of thr amount of ban due from the &gra 8ksl  Indu#itricr. 
Faridabad has mnce been flkJ In the Court and *sub thtW&. % 

Com~nittee may be informed of the further developments in 
this case. 

'Rip Crcrnnlittee dcsfre to be Infamed nf the Irtest pwNfar r~rjlatd- 
ing the recovery nf amounts due from the Indim Hardware Indus- 
tries, Faridabad. 

The Comm~ltee trust that vigorous steps will be taken to mffect 
of the outstanding amounts from the defaulters. Thsy 

m d  like to te intanned 6f the $m@m rn* i n ' t % b ' m .  





ed procedure or insftuttion as  to how bank guarantees should b ' 

asked for and their report verffied on acceptance of a tender. I h e m  
was virtually no m r d i n a t i o n  between the different in W . 
oface of the Iron and Steel Controller which issued the catWt8, 
which determined the bank guarantee and which issued the atst- 
clearance permit. The Departmental order of lW was not d y  In- 
adequate but it was never given a fair trial dtber for the Cammf- 
find that many letters orders were issued which did not provide fw 
submission of bank guarantee and there wem instances where tbt 
letter orders were not endorsed to the Surcharge Section also. There 
was as many as 101 cases subsequent to the issuance nf the order of 8 
1953 (which stipulated a bank guarantee) where either the ~IU& 
guarantee was not obtained or they were not furnished by the partias 
when thev were called upon to do so. It is all the more aurprining 
that it took nearlv 5 years for the Ministry to locate the loopho~ea 
In the administrative ordcr and an amendment thereto was I s ~ U c d  
only in 1963. 

Iron and S t d  The natural consequence of all these was that the Ministry nt a 
later date found thernsclv~s in a hclplcss position to dect  reetltrr~ 
of arrears because either the  documents were not available or safe- 
guards were not adequatc and even after ten years the Ministry h m  
to carry a huge back log of arrears. 



Do. 

The Commi~tee feel that the Ministry should appoint a d e w  
mental Committee to go into the details of the administrative pro- 
cedure now obtaining in the oface of the Iron and Steel Conttok to 
streamline the administrative machinery so as to ensure that the 
defects referred to above do not recur in future and also to enable 
the I m  and Steel Controller to effect quicker recoveries of Pnsur. 

..I) 

As regards the clearance of arrears, in view of the fact that the 
C. & A. G. has agreed to do p t  Audit instead of pre-audit, tha 
Committee hope that the High Powered Committee would nm be 
able to move quickly in the matter and liquidate the arrean with- - 
out any further delay. 

Do. The Committee also notice that, by and large, a practice hor deve- 
loped where the fisms do not make any payment to Govarnment if 
they have any claim on Government and 1h.s delays the settlemeat 
of cases. The Commit tee feel that Government should try to deter- 
mine the clalms of the finns early so that they are alsa able to pur- 
sue their own claims with promptitude. In any case, the MWstrg 
should consider the feasibility of introducing suitable p r d m  fn 
the rules for laying down a time limit by which the A n n  &odd 
fer their claims complete with aU papers and documents and alw, 
time by which a Anal decision should be taken by the lron & Skcf 
Controller. 



Do. 



Do. 

hfmistry of Ilon and Str el to cunst~tute JPC mtc~ a company. For 
the 11m~ted purpose for whwh the JPC has been created, company 
r,,rrn of management 1s least suitah~e, M,,reover, in the upinion of 

( s f  the Commlttcc. author ty to roiirc-t a compulsory charge, &WWc?s 
the colour of a tax,  hy whn'evcr name c a i k j ,  and hence it should 
110? 'be entrusted t o  a comllany fcrm of org:rnisat!on+ the Low Minis- 
trv's opinion notwlthtandin~ The Cwnm~ttee are of the view thet 
t i10  b ~ ~ r  scdutmn to ti) s :,rt4jltm wctuld i)c to place the J.P.C. on a 
statutory footing as originallv recommended by t h ~  P.A.C. 

The  commit:^ annt, '  w c i - !  the  fv t  !ing that thc party secured f~ 
i t d f  ,I favnurc",:, ..:( - f  f rnn  tho nfifirr of the Iron and Steel Cnn- 
troller whcrc itt,. rclnubn. ti:~kr;rii+-n. :ilk rtllac rind regulations w m  
set n:  naught  and t h v  G,vt.rrlment n :ichnt.ry seemed to have work- 
ed more to uphold the interest of the party than that of the Cav- g' 
crrlrnent The successive e w e ' s  vh t ing to this case, depict the 
f + , l l n u . ~ n g  serious ]apses.-- 

(11)  Copy of thc. 1t.ttc:r l.rrl;-r ..:as nqt endorsed tc surcharge 
setinn for recm+ry o f  rurcharge. 

(ii i l  The firm did not furnish anv bank guarantee not king 
provided jn the letter wder though o'herwisc prmrrtcd 
in the rule:. -nci ?fie Iron and S t 4  Conttrtller did not 
show any fir3 insistence to obtain it or to took into the 
caw as to how such a lapse could mcur. 

-- ------- ----- --- 





. 60 6.47 ConrmW;uti01~ From evidence the Committee And that a chain of eveat# hd OC- 
(P&T Board) c u r d  i l l  this case which cannot rule out the possibility of a coh-  

sion between the firm and the oflicials. The sequence of eve& w&s 
2s follows: 

(i) The tenders were invited but the offer war not pcootdlng 
to the terms of the tender. 

(ii) The parties were verbally asked to confirm. 
(iii) The party quoting higher rates gave the conAnnrtion while 

there was nothing on record to show that the seami prty 
was consulted. 

(iv) The order was placed with the party qwtStig high mtcr 
and later on relaxation was @ven as regar& tho rpsdd#.. 
tiom of the material which war asked for by the party. 

(v) Even when the relaxation was agreed to the impticationr 
of the relaxation were never examined. 

( ~ 1 )  The P. & T. Board resorted to an unusual practice d in- 
forming the party about the amendment ad claw of 
contract entered into by the Iron & Steel Controller. 

(vii) Even when the AGM. had suggested that a fresh tender 
enquiry might be called for with the rwised s p t M m t h 8 ,  
it was not put into &&; and 

(viii) The P. & T. Board were very rigid at the outset about 
these specifications of the material. But in ackral practice 



- - -1- - -- - - -  - - -. --- 
the element of maximum elongation d ~ d  not really man 
much because su?mqcer. t ly they climbed down to a lower 
specification. 

Smcc !he matter has olrcsdy h e n  referred !a CB.1. for verifka- 
tion. t h ~  Cornnrittt-e ~ o u l d  likt* !n bc :dor!nei of ;he findings and the 
actton taken thereon. 

Mi- and Meulr From the evidence the Comm~ttee 6nd that excepting in the Port 
of Calcutta there is no i~idepcnderlt arrangement at other ports for 
getting the grade (I! coal tested to ensure tba: the supplies are made 
strictly nrecrrding tu  thr sprr!firntions. The ports of Bombay. Vidsha. % 
patnam and Kandla drpcnd on the qrnding of m>llilierics done by the 
Coal Controller while fhr ports of Madras and Cochin obtain their 
supplies through the Snu:hwn R 3  ilway without conducting any 
indcprndont test nf their own The port of Bombay further hold 
that such tests are not ncciwwry and t h v  only conduct some visual 
inspection. In a note furniskd to the Committee in Apdl. 1965, the 
Mini;try upheld thc v;cw that "the grade givcn by the Coal Buard 
represents what thc grade o f  coal lowled by a p ~ r t i c u l a t  collle~y fa 
expected to bc arcording to :hr tcchniral assessment made by the 
Board." 

7.- Against this backffround, the Committee find frwn evidence that 
neither the view of the Ministry nor the contentianr of the Bombay 





4 7.18 

65 7 Y Mines and Metals 

- do- 

The Committee hope that the Ministry will take on early W o a  
on the reccmmendaUons of the Committee which was constituted to 
consider the questhn of revistng the system of grading d cool and 
whose report was submitted as early as in 1963. The Committee alto 
hope that Govt. wlU carefully analyse the mults of tests aMfuetrd 
at Calcutta Port to devise theh future policy in this r e g a d  

The Committee take a very senuus view of the cheque having 
been issued in this case without any balance in the rccounk d tb+ 
Coal Board. The Committee feel that this appears to have ksn  
done primarily with a view to exhaust the fun& at the d~ al cb. 8 
year and in that haste the Coal Bonrd did not even have in vitw tba 
balance to their credit in the bank. The Committee wouldaugggt 
that the case should be investigated tharoughly and rrspawtbillty 
fixed for this lapse. They further hope that such mlstakes will be 
strictly avoided in future. 

The Committee were informed by Audit that the colliery bad 
since refunded the irregular payment. 

The Committee further understand from Audit that the Ministry 
had stated that the Chief Inspector of Mine, reported In August, 
1964 that the coIliery did not comply with the ord4la to IntroctUce 
cap Xamps befOre July, 1961 and hence assistance was not pryabl. 
for the p e W  to July, 1961. 



The Committee fail to understand why the Chief Itupoctor rBoufd 
have taken three years to detect this non-compliance and to rcport 
on it. They hope that proper steps will be taken by the Board to 
avoid recurrence of such cases in future. 

Mines and Metals The Committee find that the losses sufiered in this care w~r r  be- 
cause of multiple lapses for which the administration alone ir to be 
blamed. 

It is surprising that the usual practice of making a pnwidon m 
the contract that in case a work IS abandoned it should be comptsted 
at the risk and cost of the original contractor waa not followd In 
this case and the contractor had drawn a huge sum as advaace from 
the colliery before the completm o? tbe work and the eutbotitiea 
&d not consider it worthwhde to safeguard their own position t;p 
obtaining adequate security from the contractor as a result of wblch 
recoveries could not be effected. 

The Committee would like to be informed of the results achieved 
by doing the work departmentally and progress made in regard to 
the introduction of any unified control over the protective wort 

40- The information regarding the intmxn liability in foreign a- 
change and interest on the investment so far made in regard to the 
three Central ropeways is still awaited. 

A+- In view of the very heavy amount of loan (ttir., Ra 21 mm 
approxima M y )  earmarked tot 3 ropeways, the Committee would 





i t  was verified that the anmunt uf rnuney given a assist- 
ance was spent econom~cally and for the purpose for which 
it was given; (c) the names of thc collieries to which 
assistance amounting t . ~  more than Rs. 2 lakhs-- 

Let-our, Emplo!*mcnt The Cl~mrnittw no:c wit6 :-:>?let that rases register& in 1- are 
& Rehabilitation still pending for disposnl. T f . c a : i  hnpr that 882 ca,m psnding at - 
Deptt . of Rehabilitation present w ~ l l  be cleared w ~ ! h  tilo proposcd time limit i.e. 30th June, 

1967. 
Do. The Cornmttec d c s m  that tiw JIini:try should impress upon the 

beneficlarics that 9.908 s ta tw-xnt?  r)f  Am o ~ l ~ ~ r f s  itivc,lvirrg a liaMlity 
of Rs. 1.10 cmrcs at the t3~1d t i  ?:otp.nbfir IW.5 ~hwrlrJ he t~tflfscd 
at an early date. The Cornm:ttw v;(;'~ld I!ke to  watch the pmgtess 
of utilisation of statements of .4rcwr:ts !,y the persons concerned, 
through future Audit Reports 

Do. The Committee find from the stntcmm! that oat of 801 cageg 
where properties were put to auc:im twice, only in 117 casea, the 
subsequent bids %-ere more t h m  tfic firit hid In 187 case  s h -  
quent bids were less than the fir.,: bid ar.1 :n 31 casm. no bids uTere 
offered in subsequent auctic;ns. $ L .  CJ! r,ruy*r!iw v:hich wwe put 
to auction more than twice was 466. In :.irtw c , f  !hi=, experience, the 
Committee feel that Governmen! fi3vcl tc  r:wrci~r? rnrc in corning to 
a conclusion as to xvhether bid; in the first a~tctiun were r ~ a l l y  leas 
than competitive or not. The additional admini~tmtive expenditure 
involved in retaining custody nf these propdies for a longer dura- 
tion should also be borne in mind, before rejecting a bid in the ffrst 
auction. 

. -. -- - 



hboar, %nplopmust 3 The Committee also desire that deetive steps should be kbrtlr 
& Rchobilitatiai to dispose of the remaining evacuee properties expediaiouly. 
Dept. ol Rebabiiitab 

Do. The Committee note with regret and surprise that on the bcdr 
of outstanding shown in the registers, the Covenvnent ia not in a 
position to state the effective arrears of rent out of butstsnding 
amount of Rs. 3-& crows. The Committee feel that the N n n m  
should work out the extent uf effective arrears so that &ol'ta are 
concentrated for recovery of the same. 
In view of the fact that outstandings (Rs. 60 to 70 lakhs) agaiiad 8 

widow and dstitutes are distributcd over a large number of -9. 
the Committee feel that per capita writing off would be very rmra 
To expedite scrutiny of t h s e  cases RS also writes off. the CornmiW 
suggest that the Ministry of Rehabilitation should carufdtr tba 
desirability of delegating some limited power3 to thefr j d ~  
ofiicers for write off. 

Do. 

Do. From the note the Committee observe that en mount af Ra 2&70 
lakhs had been collected from private parti- durinq l W ,  1- 
and 19%-66 (upto 12/85), The qucstian of recovery of arrears d 
rent to the tune of Rs. 3- 67 1 ~ k h  outstanding egainat Covsnm-t 
Deptts. has already been taken up wfth the vorlous Depttr, 'Ib 
Committee desire that vigorous efforb may be made to r- th* 



Do. 

Do. 

Do. 

Do. 

outstanding arrears of rent both from private parties as well M itom 
Govt. Deptts. - .  

The Committee would like to be apprised of the progron d 
recovery of outstanding arrears from the Delhi Municipal Coqma- 
tion on account of compensation in respect of evacuee properties 
acquired by it. 

The Committee hope that the Ministry would be able to rettle 
the dues of Delhi Municipal Corporation expeditiously after scrutinlrc 
ing the bills received by them. 

The Committee would like to know the result of this review. 

The Committee regret to state that the information 13 still 
awaited. 

From the evidence. the Committee note that there was nothing 
available on record to show that the U.P. Government was not in a 
position to take up this work as was claimed by the representative 
of the Ministry of Rehabilitation. 

The Committee also regret to note that  the Ministry did not 
receive quarterly progress reports in time f rom the State Cmrt. of 
U.P. The Ministry have also not yet calculated the extent of redue- 
tion in expenditure resulting from the transfer of this work to the 
Govt. of U.P. The Committee feel that the Ministry should have 
taken prompt measures to effect reduction in their s t d l  on trandcr 





Robrbiliarion The Committee flne no justifkation for delay in mpplyiq tbo 
approwd drawinp to the I m t t n g  officer. The Department ha$ 
incurred an extra expenditure of Rs. 38,475 in this cue mcrrlp aa 
the plea that t h v  needed the supply urgently. Thcn was, them- 
fore, no justification for any delay in supplying the approved draw- 
ings. The Committee feel that the requirement of the D.DA. w u  
not so urgent for these trailers as it  was made out to be on 28th 
March. 1960 when orders wcre placed In anticipation of the sanction 
of the Chief Administrator. Had the requirements of tmflerrr and 
their dates of supplies been assessed more realistically, the Cammit- 
tee feel the extra expenditure nf Rs. 38.475 could have been avoided. 

Do. The Committee also understood In rvidence that some of the files 
relating to these deals were taken away hv the S.P.E. The Commit- 
tee would like to be informed of the results of tbe case in conmetion 
with which the S.P.E. took away those Ales. 

g. 

Do. The Committee observe that the Crankshaft Grinder 60'' was 
purchased on the basis of the urgency which did not exist. Tendera 
were invited in July,  1959, and wpply order was issued only in May, 
1960. The machine rece~ved in October. 1960 was installed in August, 
1962 aftet the expiry of the guarantee period of one vear. The delay 
in the installation has been attr~buted to non-receipt of inspection 
manual and to non-availability of power required to comrnflgion the 
machine. In view of this the Committee feel that there waa no 
urgency in purchasing this expensive machine if the project authori- 
ties were not equipped with the necessary facilities to operote it. 

- - ------- - -- - - --- - - - -- " --- - - - __--I_ -- - . $ .-. 





-40- 'The Cunmuitee appeciirt*. tkie !act tha t  out o f  W~HJI accounts - w ~ r t h  Ra 6 lakhs, thc i3usrd has rccc. lv4 all  ;~ccountq except for 
Home .L\fla~rq the an,oun: of Ri. 19.000 m l y  Thc C(mrnit!c~c hupc that by persw 

tent efforts MI the p r :  of Borird this xnoun t  wlll also he covered 
a w n .  But wha t  i3 dlJ:urbiny 1 1 ,  t he  Cornmittlx is t ha t  all the corn- 
xnunlcatlons from the Ehtsrd :c; SEF:I . Id .nir , .c :~st i~m rn this regard 
rumaixwd unrepi!ed. The Cwcmitwc xould llkc th~a matter to  be 
taken up at an approprxtte level. 

The Committee regret to nfrte tha: a statement of fund .  raised by -A+-- 
Mahila Mandalj and other voluntary organiw:mns, from private 

Social Welfare contributions. other than Rs. 78 Iakhs glven by the Board, is st iU 
awaited. 

40- The Comrntttec regret to note that the information indicating the 
number of complaints received agairst these voluntary organizations 

- --- - - -- -- - ----- -- - 



1 2 3 4 
- ----- --- -- -- -.--- - -. - - . ..----- -- -- -- 

d w  to their non-maintenance of pnper  accounts and their prtm 
ance and. if m. in how many cases payment of grants was stopped, 
is still awaited. 

99 9 .38  -do- - - ---- + -- -- The Committw deprecate the delay in furnishing the infonarrtim 
k i d  Welfm asked for by them. a. it is necessary that the mformation is examin- 

ed by them before they come to any conclusron. They desire that 
the information called for should be furnished without any delay. 
In view of the adverse comments of the Evaluation Cormnittee 
appointed by the Board in January 1964 about the pedonnrnce of 
the Mahila Mandals and c h r r  voluntary organisations which had 
taken over the projects the Conrmittee would l ~ k e  to be tnformed 
of the concrete zteps taken by the Board to tmprove the working of 3 
these organisations and to ensure that the funds mven to them arc 
properly utilised. 

40- The Committee hope that the new revised system of assistance 
to the various units. as sugg~ntrd by the Evaluation Committee, will 
s c m  be given a fair trial. 

40- The Cornmrttee regret to note that accounts for the year aa fm 
back as 1958-59, even though rece~ved. still remain to be M i & d  by 
the Board. They h o p  that an early action would be brken in fbdb 
ing the accounts. The Comrn~ttce would also like the Board to t a b  
suiteble steps to ensure that such heary orrearz in the findisatlop, 
of accounts do not a r m  In future, 









1 I4 9.115 Social Weifart .. - - F'rom the note submitted at the instance of the CoaYnitks it It 
H- ~ffb clear that there was undue delay at ewxy stage in thia c u c  which 

rexlted in locking up of the amount of Ik 1 l a b  sanctioned far tbe 
construction of a hospital. What is more surprising is that dl COP 
respondence In adjusting this amount against the dues to be paid to 
Delhi Administration, remain unattended to The Commitkt wuuld 
like that thrs matter be taken up at n higher level ~ n d  h U m d  
without further delay 

Supply & Tech 
Development 

The Commtttee are not convinced with the explanaUon that limit- 
ed tender was issued because nf the urgency of the demand. T h y  
feel that the present Indent was placed on 3-12-1962 after the h u e  of 
the 28th October. 1962 letter so that the Defence Ministry placed t '  
Indent with the full knowledge of their requirements and thh was 
no; to be governed by thr:r gen~ra l  'Ietter of October, 1962 La. before 
the Chinese aggression. Even if the w e n t  wanted to be 
doubly sure a better course would have been to refer it back to the 
Defence Ministry and ask them whether they wanted it to be treated 
as an  operational indent or whether the D C  S. & D. war to take the 
dates given in the Indent as operative. 

+ In view of the facts placed before the Committee and the fact that 
the Defence Ministry did not raise the question of delay in ruppllsr, 









w i t h  a period of rwen days of the nceipt of d e m w l  and cbfging 
penal interest in cases of default- 

124 10.52 Supply & Tech. The Committee would lrke to be apprised of the d t r  of the 
Ikwlopmbm vigilance enquiry bemg held mto this case and the a c t h  Ukest 

against the delinquent ofticial. 

--do- The Committee understand from Audit that in th.#r - tho 
Pm8 Master, Minapur did. rn fact. confirm delivery of the two ax- 
press delivery letters to the firm on 20th July. 1H1. The Ckmrnltkc! 
fail to understand how the firm's statement regatduyl tbc n-rschipt , 
of the  advance Acceptances of Tender was accepted by the hpn- 
ment and why legal optnion was not obtained klom agreeing to th t  
increase in the price of the first contract. In the second am, the 
variation in the dates of delivery helped the Arm in wrl- out 
of the contractual obligat~on leading to the cancellatian of tbe mn- 
tract without tinancral repercussion necessitating repurchase littr 
from the same firm a t  enhanced rates. The effect of this war that 
the Government was put to a loss of Rs. 1.56 lakhs. 

Another p i n t  which the Committee note Is that in the l h t  
contract, the pncc of Rs. 22.10 per blanket pviously quoted Q 
the flrm as 'inclusive of cxc~se duty' w u ,  as a result, mMUadd 8# 
exclusive of excise duty'; this price W l y  worked out to Rr W.37 
after taking into account the excise duty. In the c u c  -4 tbs m d  



contract which was cancelled, the cancelled quantity war rapurchwtd 
fmm the same Arm as a result of negotiations, at lb. 2 3  !U 
blanket only inclusive of excise duty. In the face of t h e  lac& I t  
is diftlcult for the Committee to rule out the pomibility of maZa jlde 
in this case. The Committee. therefore. feel that en inquiry rhould 
be made in this case with a view to fixing responsibility and the 
r ~ u l t s  communicated to the Committee and to the Public %tar 
Undertaking where the officer is now working. 

Do. The Committee are of the opinion that since the Dtpartment has 
a technical Branch with fully qualified technical officer, they r h d d  
have known that there is difference between electrolytic alpper and 
fire-refined copper and the possibility of price differential should 
have attracted the notice of the technical organisation in the 
D.G.S. & D. Had this price diflerential been taken note of in time 3 
extra expenditure of Rs. 59,400 could have been avoided. The Com- 
mittee hope that such cases will not recur. 

The Committee feel unhappy over the manner in which this caw 
has been dealt with by the D G.S. & D. They regret to note that no 
efforts were made to persuade firm 'A' to agree to the variatioa in 
the siws of b t s  without an increase in the contract prices, eW!n 
though firm 'B' had actuallv agreed to this when approached. 'la 
regard to the use df eyelets in place of hooks also, the Committee 
feel &at there was still scope for negotiating an increase in the rebate 
of Rs. 0.50 per pair actually allowed by firm 'A' to & 1-85 per pair 
agreed to by flrm 'B', as they do not think that such a vast difference 

? --- ---- - - ---- - - --- - 



like this was justified in the pr1cr.s *.rl specific items hke ~ d e b  and 
hsaks, In the matter of supplies for tht* D c f m  R?rces, the C m -  
mittee would not like Government to be p l n d  in a weak p a d t l t ~  
vis-a-vis suppliers In lndia on the p n d  d their b i n g  mdpollata .  
Gotvrnment shnuId. t hwrioru. c r~lcrnpiattt taking suitable actton 
against the firm wh~ch took adventage of Govt.tnmtnt'$ weak p r -  
tion In the present case, 111 respect of futurc crdcrs They h o p  that 
Government tr-111 a lx ,  take rcrnrdlal mt.a.;tlres against such situations 
arisrng in futurc. 

-.JO .- The Cornmittet. are surprised at the explanation gfvm -urn: - 
(a) This is not the first ttme that such a clause ms Imrkd; 





- -------- 
S PW & Td. be informed of the results of investigations and action taken agniast 
B*mom the dscen found guilty. 

Transpon & Ibe Committee desired that a note might be furnished giving dl 
Ariation facts from the W n n i n g  as to how the loan was given to the dm; 

why agreement was not executed. why the society went into Iiquidr- 
tion, what were the assets of the society; what were the chances for 
recovering the money and what action, if any, was takm against h e  
ofllcers. The Committee also desired that a copy of the by-laws of 
the society might be furnished. The information is still awdkd.  

4+ In this case the Committee are perturbed to find that a number 
of irregularities had been committed which are summarised na 

Dt 
follows: - 

1. Loans had been advanced to the society without entering 
into any agreement. 

2. Most of the members of the society had not deposited their 
share money which was Rs. 1,000 per head. 

3. The members a4 the society had been taking advances with- 
out any genuine pupose. 

4. The trucks were being plied in places like Gomkhpur ond 
Kanpur without the income being regularly crqditcd t9 
the accounts of the society. 



Tmsport & 
Aviation 

b. B e  member. of the society lneumd hapbuud - 
on miscellaneous repaim to vehicles at variow p h  lad 
submittd chits which could not be verified. 

6, Obligation to repay loan in instalmentr had not been fd 
fued. 

The Committee regret that Govt. failed to watch the worldng of 
the society and ultimately the society went into liquidation. Tfi. 
Committee consider it a serious lapse on the part dl the authorities to 
have advanced a loari to this society without entering into an a g d -  
ment with them. 

h e  Committee desire that thorough investigatim shodhi be ldda 8 
in this case and the poardbility of IauncHing prmSeCIIfjOn against tbe 
members of the society should be examined. They should be tn- 
formed of the action taken in due course. 

1t is most regrettable that a society formed of the educated m- 
emplo- should give such a poor account of itself- The Cmmittee 
are sorry to o-e that this erram~b would dfsaourage Govt. h.csD 
launching any such project for helping the educated 
perso-. 

The Committee regret to note that the of ngnspOrt does 
not know the loss which the Government had sufhred as a d t  of 
irmgubities disclased in this case. They feel that e f b %  llhauld 



have been made by the Ministry of Transport to And out the amount 
of money defalcated in this case. They desire that after the d m  
aperandi adopted in this case in committing the irmgukitiar us 
analysed, preventive measures should be takes t0 guad against such 
caws arising in future. 

Trans pc rt & 
Aviation 

The Committee regret to observe that investigations against &- 
cers who had committed financial irregularities in the engagement of 
skilled and unskilled labour were completed after a peiiod of three 
p t s .  It shows that such a serious case was dealt with in a mutt= & 
manner. They deprecate the way in which this case had been hanM .3 
ed at different stages. 

During the evidence. it was stated that the charge-sheet ag%iast 
three ofilcers was filed before the Special Judge, Oauhati, on s t - .  
The Committee would like to know the result of the pm€!cuWJtl> 
launched against these delinauent oflieem 

The Committee are surprised to learn that there were chargcr 
against the offfcw himself who conducted the Court of IhrqtdW. 
They feel that it is necessary to find out whether, in these circum- 
stances, the Report of the Court of Bnquiry was a fN1, jaf j  ~4 
emplete  one. t , , 



Transport and The Committee would like to be apprised at the rwukt & th., 
Aviation prosecution. They would also like that this complicated a d  diktqr 

procedure should be simplified with a view to prosecuting the gaUy 
persons expeditiously. 

-do- The Committee find two lapses in this case. Firstly, Government 
had sanctioned a loan of Rs. 50 lakhs to the Madras Port Trust with- 
out finding out the balance in the revenue account of the Port Trust. 
Secondly, it was sanctioned on the specific condition that the 
resources of the Port Trust had been ut;lised to the fullest practicable 
extent. It was admitted in evidence that rrf t er giving the loeo ~Gov- 
ernment had realised that the resources were not fully utilised by 
the Madras Port Trust. The Committee regret to note that full veri- 
fication of the financial position of the Madras Port Trust w& not 
made in this case before releasing loan of Rs. 50 lakhs in Oetakt, 
1982. It is also unfortunate that the Madras Port W ,  wMe s u p  
plying the financial position to the W e n m e n t  of India in the 
mibed proforma failed to mention the reserve of the ordm of Rs. 2 
crores. The Committee hope that sucb omissions would not occur in 
future. 

40- The Committee desire that in future every possible care s h d d  k, 
taken by Government in such cases and the financial need of the 
institutions should be examined fully before giving loan. 

40- The Committee may be apprised of the decision taken relating to 
repayment of loan by the Visakhapatnarn Port Trust. 



--- 
140 X I S  Transpor & The Committee regret to note that the orighad daciriop to pmehme 

Aviatra the dredger fitted with coal fired tioders as against oil &ed Wer8 
which was recommended by the suppi~ers and d t b g  engbas,  
was not sound. If originally oil Bred boilers had been obtained, tbL 
loss by way of initial extra coat and the expenditure on cundo 
as also due to leas efaciency of the coal Brcd boilers coukl hrtn bacn 
avoided. The Committee also regret to note that the VWcbpaQulr 
Port Trust failed to estimate correctly the amount of the mmaey ra- 
quired to convert coal Arwi boilers into d l  Bred bailers, Tlmcy feel 
that had the Port authorities estimated correctly. them w d d  net 
have been such a long delay in the conversion of tbe boilen md r lot 
of money could have been saved. 

40- The Committee trust that as stated in the no&, the equipment rrilf 
be fitted in JunelJuly, 1966. 

--do- The Committee are surprised to note that in spite of heavy 1- 
incurred by the Visakhapatnam Port Trust year after yeat md tba 
fact that the agreement with the State Govcnunent expired in lB63, 
the Port Trust continued to run the ferry service. 

ln evidence, it was stated that Gokhale =port had r s c o m m d d  
that it would be the responsibility of Govmment to run ruch hbd 
transport ferry aervice regardless of expenditure. On the ex* d 



this contract in 1963, the Visakhapatnam Port Trust should have taken 
up this matter with the State Government. The Cornittee me m 
reason why the Visakhapatnam Port Trust &odd continue to t b  
ferry eervlce when the agmment  with the State Wernmeat h d  
expired in 1963 and it was no longer a cootractual obligation on theit 
part to run it. 

11.62 Transport & Aviation They desire that the question of continuing the running at 
Tepparevu Steam Ferry Service at a loss by the Visakhapatnam Pbrt 
Trust should be examined early. 

-do-- The Committee are not happy to note that the collection of Reve- 
nue is outstanding to the extent of Rs. 2,39,000. 

They desire that vigorous efforts should be made to recover the 
$ 

outstanding amount from Government Departments as well u from 
private parties. 

11.75 Transport & Aviation The Committee regret that due to wrong advice given by the Sw- . 
vey of India, Government had to incur a loss of about Rs. 70,000 on 

Ei=tion the purchase of Boehnecke Current Meter which worked only for 10 
hours. The Committee are at a loss to understand how, wm after 
one Senior Officer of the Survey of India had inspected and studied 
the site conditions for 3 days in October, 1959 and had studied litera- 
ture on Boehnecke Current Meter, he recommended the pmchsse of 
Boehnecke current meter. 





the Kmda Port ?rut  the c i r c u m r ; ~  undy which the 
ef this meter was recommended. They take a sariour view of tbtr 
lapse and desire that explanations of those dRcerg who rammwWd 
purchase of Boehnecke Current Meter without arrertaiDing the mm 
plete details of its working should be obtained and allihhle, action 
taken against them, il they am found responsible for giving wrwg 
technical advice. 

146 1 1  .8r Transport & Aviation In the note the Deptt. of Transport, Shipping & Tourfiun hnrr dtatcd 
that the Director General of Supplies and Disposals has been retpsb 
ed to arrange the disposal of the Boehnecke Current Meter. The 
Committee would l ~ k e  to know the result thereof. 

The Committee trust that the Kandla Port Trust will reewer the 
balance amount of arrears from the Gandhidhm Municipality (a- 8 
peditiously . 

The Committee regret that the Mechanical Supdt. wbo mr b 
charge of the workshop of the Kandla Port and had knowledge of 
lathes gave wmng opinion, and considered that the lathe had been 
damrrged to such an extent that it had became unserviceable wbile 
later on it was discovered that the lathe was repairable. In the opj- 
nion of the Committee either the Mechanical Supdt. had t h a A v  
knowledge of lathes or he did not examine carefully tbs a t  
machine. The wrong opinion given by the Mechanical Supdt. not 
only delayed the repair of the lathe but also resulted in fur- 
deterioration as it was kept exposed to sun and taia. 



149 11-95  Transpon 81 Aviation The Committee are not happy to note that after the set-t clb 
claim in September, 1962, more than 2 years were taken bo mt the 
estimate for the reconditioning of the lathe sanctioned and rant it 
repairs. They feel that all efforts should have been mads to get thc 
machine repaired early to avoid Avther deterioration. 

40- The Committee are surprised to find that the OfBcer- 
Duty-In-charge of the Central Road Transport Organbtation, -, 
utilised the departmental receipts during the period from Ikcrtmbsr, 
1962 to March. 1964 in contravention d General Finurld llld h.r- 8 
sury Rules which required that the departmental Recefpts rdrould k 
deposited in treasury immediately after collection and should not be 
appropriated for departmental expenditure. 

--do- The Committee are not iuUy convinced with the argummt ai the 
representative of the Deptt. of Transport, Shipping and Tourtmt t h t  
because of operational function and emergency, the olllcer mncarned 
found it difacult to comply with the General Financial aad TrePare 
Rules. They feel that if it was so, then the oficer concerned should 
have brought this fact to the notice of the Ministry of Tnarport end 
taken their specific orders on the subject. They are rorrg to M that 
the offtcer concerned himself adopted this course aad did not eve? 
cm te Wvm t4e Miuistry of Transport about it, Tbs MhWqi,grffl$ 



to know about this irregularity only when the Audit brought it to 
their notice. 

Transport and In this case, the Committee find that the Om- on 
Aviation not only utilised the departmental receipts but a h  acceded th? 

rrmthly monetary limit of Rs. 40,000 upto which he had been ~ t h o -  
rised to incur departmental expenditure by drawing funds 
the letter of credit issued in his favour. In the opinion of the Ccm- 
mittee, the OfRcer concerned should not have exceeded the monthly 
Iimit of Rs. 40,000 till the question of raising the limit was decfded. 

I I  .ro7 -do- The Committee are also surprised to And that the Offlcer was 
aIIowed to utilise departmental Receipts even d t e r  it was pointed out 
by Audit. The Committee feel that after the irregular pmecdu~ f 
aaopted by the Oficer was pointed out by Audit, the Gwt. should 
have taken a serious view of that and the officer concerned rhwlld 
have been asked to stop the same forthwith. They hope that GOY- 
ernment would ensure that such cases do not occur in future. 

Works. Housing The Committee note that the percentage of cases where Meets 
& Urban Dew- were noticed by the C.T.E. have come down from 47 in 196364 to 43 

lopment in 1964-65. The Committee feel that this figure still constitutes a 
high percentage in regard to the execution of 

works. Since the examination of the C.T.E. is limited to 2% to wo of the total value of works, the Committee are unable to get a 
fair idea of the working of the Department. The Committee* them- 



fore, desire that the scope of the work of the CTE should ba 
to cover a larger number of cases. 

155 la. I 0  w*, H- The Committee observe from the Audit Report tbat Mtt d over- 
md Urban Dew- payments valued at Rs. 4.81 la& accepted by the e m ,  k %@ 

lopmmt. ~akhs related to substandard execution of works. They id that 
this indicates lack of proper supervision of works on th6 put of the 
Departmental officers. The Committee hope that suitable l teps wtll 
be taken by the Ministry to improve the position. 

40- The Committee regret to observe that the information qard- # 
ing arbitration cases is still awaited. 

40- They also regret to note from the Audit Report that there were 
delays in sanctioning substituted statements by the competmt mtbP 
rities and preparation of bill etc. which resulted ia M&y In <IYab 
recovery of the overpayments. The Committee hope that &pa 
be taken to recover the balance of Rs. 4.23 lakhs w k b  hat hea 
outstanding for a number of years. 

40- While noting that the entire arnotmt of aocrprmt  hm Mea 
recovered in this case, the Committee regret to observe that &ere 
was a delay of about 3 years in accepting the defects poiukd out by 
the QTE and assessing the werpayment mde to the e&mctm. 



They note that the Executive Ehgimer did not amver the qucwicr 
of the CTE promptly which resulted in the entire claha of the Gar- 
ernmcnt remaining under suspense. They would likr to be h k m d  
uf the action taken to fix re:ponslbility for the v a r i n  I.srrp ub,, 
acceptance of substandard works. deIays in dealing with *.- 
tion af the CTE etc. 

The Committee would watch the  effect of the revised prcxttbre 
consequent on the revision of the C.C.S. Rules through albseqll+nt 
Audit Reports. They may be informed of the @tion 
appointment of a whole-time officer for conducting de-1 
enquiries against non-gazetted officers, which was stated ta be tlbQCT 
consideration of the Ministry. 

4 0 -  
8 
W The Committee regret to observe that notes referred to in p.re 

12- 43 of this Report are still awaited. ,- ' 

-do- The Committee further regret to observe that prompt action was 
not taken to recover the cost of stationery by the Stationery €XI=, 
Calcutta and heavy amounts were allowed to accumulate. Even &Fr 
the modification of the procedure in 1961, the recoveries were mt 
made promptly with the result that a sum of Rs. 1: 73 iakhs was out 
standing in January, 1966. Th : Committee would, therefore, 
that suitable steps should be t ken to ztreafnline further the 
dure in order to eliminate the delays in regard to tbe preparation of 
bills and recovery thereof. As regards the amount outstanding 



prior to 196041, the Committee desire that the matter abautd ba 
settled without further delay. 

160 12 54 f works, Housing The Committee regret to note that the information called far by 
and Urban Dee -  the Committee as mentioned in para 12- 53 of the Report irr &ll 
lopment . awaited. 

12 55 -do- The Committee deprecate the matter in which the r#rotnrp af 
the cost of forms supplied to mrims parties wm d d t  with by the 
Forms Stores, Calcutta. It is unfortunate that an amount ob Rs. 4@,?@$ 
had been outstanding a part of which relates to a period .t early # 
1 W ,  and no effective steps were taken to realise the same. It fa 
also regrettable that not only there was a failure on the part a# tb 
local &cer to pursue the matter of recovery, but elm no paop+r 
check w a  exercised by the higher authorities until the mrtkr ~ 8 #  
pointed out by Audit. This is indicative of gross neg~gmcc, 'f'h 
Committee dwire that the reasons for the lapses at MlJoua abgu~ 
should be examined and responsibility fixed. 

-do- The Committee are also not happy to learn that tht IS- 
made by the Ministry to examine the feasibility of introdudag ths 
system of receiving advance deposits from the indentom wm not 
promptly dealt with by the Controller of Printing d Strt foeg~ 
and the matter was stated to be still under exarnfnatfoa; 





-- A- --- - -- - - - --- 
12 72 Works Housinng The Ccmmittee are also of the view that Government should t.J 

and Urban Dew- down a clear policy that the concessional rents etc. to be chrgcd f= 
lopmun the government Ian3 for organking exhibition would be avaflrble 
Hme Affaifs to the parties concerned only if erchibitiotu are organised on no proidt, 

no loss basis. 

The Committetx t te~ire that the recovery of the outstanding 
demands should b? expedited without further loss of time. 

The Committec trust that the wnrk o f  preparation of comolidrted 
records would be persued vigorouply since It  has already beeb dehy- 
ed . % 

The Committee regret to nok that the work of non-reviston of 
ground rent has been unduly delayed. They wmM like to be in- 
formed of the further efforts made in this ground including the a p  
pointmcnt of Special Collector prumlised by the Secretary, Mhirtry 
of Works. Housing and Urban Development in the course of evidence. 

12 89 Works Housing A zimilar irregularity in the working of the Land and Develop 
and Urban Deve- ment Office was reported to the Public Accounts Cammittee fn 1- 
lopment 63. In para 97 of their 8th Report (Third Lok Sabha), the Commft- 

had expressed their dissatisfactmn over the fact that chequee wen 
lying cashed in the Land and Development OfBce. The Committee 
were then assured that the warking of the Land and I ~ M & w ~ L ~  



-,q - ": 
.G 

Office had since k e n  nationalised and such contingency d d  
not recur. The Committee are dismayed to And that 
of their observations and the assurance given by the MlnMry frtegu- 
larities are recurring and cheques coverning an amount of Rs, lea 
lakhs tendered by the lessees in settlement of their dues had not 
been encash& during their currency. 

-do- The Committee are constrained to note that unau thor id  m p +  
tion of Government land remained unnoticed for 11 years. Thjr 
indicates a clear failure on the part of the Departments1 oi8cem to 
follow the instructions pre-cribed in the CPWD Code regarding 
inspection of Government buildings and works in the division and to 
take suitable measures to prevent encroachment on G w e m e n t  
land. They trust that the Ministry will conduct a special review to 
ensure that there are no further cases of unauthorised ocrupatiosr 
of Government land in the city, which require regularimtion. 

-do- The Committee have on earlier occasions emphasised the need far 
prompt finali~ation of accounts of contractors. In this case they re- 
gret to observe that the work was completed in December, 1958 but 
the accounts of the contractor were finalised only in November, 1981 
almost three years later. It is ako unfortunate that the contractor 
was allowed to lift excessive material to the extent of R.. 534%. The 
Committee trust that suitah!e action will be taken to fix responsibility 
in this case. 

12.102 -do- The Committee are also not happy to note the delay in the insti- 
tution of arbitration proceeding.. The case was referred for tvMtra- 



tian in 1963, but the f h t  hearing of the case was hold only on 13th 
January, 1966. 
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The Committee regret to observe that the note regding dircipl 
linary action against the officers concerned is still awcited. 

h m  the facts of the case it is clear that the irregularitier wm 
discovered in 196l and the case was referred to the Pzlbitnticm in 
May and December. 1962 They are constrained to note the failure 
on the part of the Depltnment to consider the dhiEdinuy apecb 
of the case and take suitable action during this mod 1981 & 1- 
to flx responsibility for acceptance of s u b t a n d u d  work. % 

The Committee would also like to &serve that it b a common, 
though lame excuse that action could not Ix taken as the d 
wne in the court/'arbitration or with police. The Committee can- 
not appreciate this diftlculty because the cop& of thost recotb 
could always be obtained and necessary action taken. 

In the opimon of the Committee, this case reveals lack of proper 
planning which resulted in the costly machines and equipment re- 
maining idle for periods ranging from 1 to 12 yeam Had the nrrtbr 
been ~ U E U ~  promptly the delays in obtaining adminbtrrtfos 
approval for the setting of the press, acquisition of land and 
truction of buildings e d d  have been minimised. The Committm 



are surprised that the plan for the construction of a building for r 
Rotary (form) Wing was not included in the original scheme lad 
approval for the same was obtained 2 years later althougb ib setting 
up was also approved in 1949. The Committee trust that the Ministry 
will ensure better planning and proper mrdinaticm in the setting 
up of such projects in future. 

-do- The Committee need hardly emphasise that in the absence of 
additional a r m a t i o n ,  it is dM3cult for the Committee to formulate 
their views. The Committee would, therefore, like to urge the M3nfc 
try to ensure that the information asked for is invariably furnished 
within the time limit prescrhd. 




