PAC. Ne. 337

PUBLIC ACCOUNTS COMMITTEE
(1968-69)

(FOURTH LOK SABHA)

SEVENTY-FIRST REPORT

[Appropriation Accounts (Civil), 1966-67 and Audit

Report (Civil), 1968 relating to the Ministries of Steel

and Hea Engineeﬂni (Department of Steel); Health,

Family P g, Works, Housing and Urban Deve-

lopment, Food; Agriculture, Community Development

and Cooperation (Department of Cooperation) and
Irrigation and Power]

RN

I

= 1]

LOK SABHA SECRETARIAY
NEW DELHI
April, 1969/Chaitra, 1891 (Saka)

23£-3951 L Pries : Re. 090
Kg



LIST OF AUTHORISED AGENTSFOR THE SALE OF LOK SABHA v

SECRETARIAT PUBLICATIONS

Sl Name of Agent
No.

Aﬁq

SL Name of Agent

No.

=7

ANDHRA PRADES!
1. Andhre University General
Cooperative  Stores Ltd.,
Waltair(Visakhapatnam).
3. G.R.Lskshmipathy Ch
and 30.1:,! Eenznl Lfltg-
chan ews Agents,
Nc.wmtl ’y i 9
Chittoor District.
ASSAM
3. Western Book ot, Pan
Bazar, Gmhlﬁ?cp ’

BIHAR
¢ ‘Bt Kmlgigoml * Rod,
7
lmh:fmr. !
GUJARAT
8. Vijay Stores, Station Road,

6 The New Order  Book
Compl.ng, Ellis Bridge,
HARYANA
7. M/s. Prabhu Book Service,
Nal Subzimaendi, Gurgaoes,
(Haryanas).
MADHYA PRADESH

8. Modern Book House, Shiv
Vilas Palace, Indore City.

MAHARASHTRA
9. M/s Sunderdas Gianchand,

601,Gi N
» 601,Girgaum Road, eu'z‘

i

37

33

63

14

13

13. Charles Lambert & Com-

pany, 101, Mshatma
Gandhl Road, Opposite
Clock Tower, Fout,
Bombasy.

13. The Current Book House,
Maruti Lane, Raghunath
Dadsif Street, Bombay-I.

. Deccan Book Stall, Fer-
" n College Road,
Joona-4.

. . Usha Book t,
13 MgslA .Chin Bﬂ?:ﬁ“‘
ouse, Girgasum Rosd,
Bombay-3 BR.
MYSORB

16, s. Peoples Book House,
. Jaganmohan Pulace,
1.

RAJASTHAN

. Information Centre,
1 Government of than,
Tripolis, Jaipur .

UTTAR PRADBESH

18. Swastik Industrial Works
g.nousm Meerut
ty.
19. Law Book Compan
% Sowdar . Pael Yhass,
' 1

WEST BENGAL

. 1, Ambics
20, (itmtlnloll.slC ‘
ria, 24 Parganss.
a1, W, Newman & Compan;

y
11d.3, Oid Court House
Strect, Calcutta.

23, Firma K.L. Mukhopadhyay,

Banchbaram Aktue
Glmmu-u.

» g g

63

15

38

|

ta



CORRLI LN - TO S3

(1068-69) PRis ...

2

TY -

A

50 FUPCRD GF Pl

N 70 _LCHK SA3HS O 30, .1969,

Pare

2

7

11
19
29
34
43
51

54

60
ol
62

Para Line
1.6 34
2.2 29
2 . ‘;g 3
2.25 20
2.42 4
3e.1(vi) 10
2.30 5
1.1C 2 -
1.12 2

7
8

2.20 £
3.29 5)
3.29 (v) 2
3.30 5

For

were
for

araa

hese
companies
i.t.

that

1964

R 1 crore
was "cdoubla"
wnat
concarnad
since

in Report

R2nd

was

of

arsas

Those

companions

1.Co

this

shis

till September,
1064

september, 1964

about kR 1 crore

was "doubla" of

what

conearted

beyond

in this Report



CONTENTS

PAGE
CoMp ITION OF THE PuBLIC .Accounis COMMITTEE 1968-69 . . (iii)
INTRODUCTION 42
CuartER  I. Ministry of Steel and Heavy Engmeermg (Departmcm
of Steel) . 1
CHaPTER 1l. Ministry of Health, Family Planmng, Works, Houun 5
and Urban Development
CHAPTER II].  Ministry of Food, Agriculture, Community Develop-
m:nt and Cooperation (Department of Cooperation) . 33
CHarTER IV, Ministry of Irrigation and Power . . . . 44
APPENDIX : Su nmary of main Coiclusions/Recommendations . sI

PART I*

Minate; of the stusitting held on 3.7.68 (FN).
Minutes of the gth sitting held on 5.7.68 (FN).
Minure; of the 13th sitting held on 18.7.68 (AN).
Minute; of the 39th sitting held on 23.1.69 {FN.
Minutes of the 4oth sitting i2ld on 17.4.69 (AN).

*Not printed. (One cyclostyled copy laid on the Table of the House and five
copie; placed in the Parliament Library).

-3 K]
P :

v
b



PUBLIC ACCOUNTS COMMITTEE
(1968-69)

CHAIRMAN
Shri M. R. Masani

MEMBERS

Shri Syed Ahmed Aga

Shri K. Anirudhan

Shri S. M. Banerjee

Shri C. K. Bhattacharyya
Shri K. G. Deshmukh

Shri V. Krishnamoorthi

. Shri D. K. Kunte

. Shri N. R. Laskar

Shri K. K. Nayar

. Shrimati Sushila Rohatgi
Shri Narendra Kumar Salve
Shri Ram Awtar Sharma
Shrimati Tarkeshwari Sinha
Shri Tayappa Hari Sonavane
Shri A. P. Chatterjee

Shri K. Damodaran

Shri Shanti Kothari

Shri S. S. Mariswamy

*20. Shri G. H. V. Momin

21. Shri N. R. M. Swamy

22. Shri Tarkeshwar Pandey

© P NS oW

[ S v S v S T v T S = S SR W)
© RN WO

SECRETARIAT

Shri Avtar Singh Rikhy—Joint Secretary.
Shri K. Seshadri—Under Secretary.

*Declared elected on the 19th August, 1968, vice Shri M. M. Dharis resigned
from the Committee.

(in



INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised
by the Committee, do present on their behalf this Seventy-First Report
on Appropriation Accounts (Civil), 1966-67 and Audit Report, 1968.

2. The Appropriation Accounts (Civil), 1966-67 and Audit Report
(Civil), 1968 were laid on the Table of the House on the 3rd April,
1968. The Committee examined the paragraphs relating to the Minis-
tries of Steel and Heavy Engineering (Department of Steel); Health,
Family Planning, Works, Housing and Urban Development; Food,
Agriculture, Community Development and Cooperation (Department
of Cooperation) and Irrigation and Power at their sittings held on the
3rd July (F.N.), 5th July (F.N.) and 18th July (A.N.), 1968 and 23rd
January (F.N.), 1969. The Committee considered and finalised this
Report at their sitting held on the 17th April, 1969 (A.N.). The
minutes of these sittings form part of the Report (Part II)*.

3. A statement showing the summary of the main conclusions/
recommendations of the Committee 1is appended to the Report
(Appendix). For facility of reference these have been printed in thick
type in the body of the Report.

4. The Committee place on record their appreciation of the assist-
ance rendered to them in their examination of these accounts by the
Comptroller and Auditor General of India.

5. The Committee would also like to express their thanks to the
officers of the Ministries of Steel and Heavy Engineering, Health,
Family Planning. Works, Housing and Urban Development; Food,
Agriculture, Community Development and Cooperation and Irriga-
tion and Power for the co-operation extended by them in giving in-
formation to the Committee during the course of evidence.

M. R. MASANTI,

Chairman,

Public Accounts Committee.
New DELH::

April 17, 1969,
Chaitra 27, 1891 (Saka).

*Not printed. (One cyclostyled copy laid on the Table of the House and five copies”
plazed in the Parl ament Library).
wy



CHAPTER 1
MINISTRY OF STEEL AND HEAVY ENGINEERING
(DEPARTMENT OF STEEL)

Unauthorised financial assistance to a Government Company

Audit Paragraph
In August, 1960, the Government of India decided,

(i) to consolidate all advances to Hindustan Steel Ltd. into a
single loan as {from 1st April, 1962;

(ii) to charge interest at 5 per cent per annum with effect from
1st April, 1962—the earlier period being interest free; and

(iiiy to treat future advances from August, 1960 upto 3ist March,
1962 also as being interest free.

1.2. The total of the advances taken till 1st April, 1962, was accord-
inglv consolidated into a single loan of Rs. 357.10 crores.

1.3. No provision for levy of penal interest in case of default in
pavment of over-duc instalments of interest, as required under rules,
was. however, made till September, 1964 when it was decided to levy
a penal rate of compound interest at 73 per cent per annum on over-
due instalments.

1.4. The amount of interest of Rs. 17.86 crores due on Ist April,
1963 was not paid by the Company and Government issued sanction
in September, 1963 allowing the Company to pay overdue amount of
interest in two equal instalments-—one by 1st November, 1963 and
the other by 1st March, 1964. This relaxation resulted in undue finan-
cial assistance to the Company to the extent of about one crore of
rupees.

1.5. The amounts due on 1st November, 1963, and on 1st March,
1964, as well as the interest of Rs. 17.86 crores each year payable on
1st April, 1964 and 1st April, 1965 were paid within about 3 days of
their due dates. The interest of Rs. 17.86 crores due on 1st April,
1966. however, was paid only in instalments on different dates bet-
ween 18th April, 1966 and 27th Malfch, 1967. The penal interest on
all these delayed payments amounted to about Rs. 60 lakhs and has
not been recovered so far (Janyary, 1968).

[Paragraph No. 58, Audit Report (Civil), 1968.]
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unilaterally alter the condition in 1962 or 1963. Actually what
happened was that this kind of provision had seldom been made in
the case of public sector undertakings. It was only on 12-4-62 that
the Ministry of Finance suggested that this kind of provision for
penal interest may be made in all future loan agreements. We
thought that instead of doing it immediately to which Hindustan
Steel Ltd. may not agree it would be better if we ask them to incor-
porate it when they came up for a fresh agrecement. That
is why it was not immediately incorporated”. In replyv to a question
whether all penal interest due had been paid bv Hindustan Steel
Ltd., the witness stated: “They had paid whatever was due by way
of penal interest”. In a note, the Department have clarified the

position in regard to the non-inclusion of the penal interest clause
as follows:

18. “The various loans sanctioned to Hindustan Steel Limited
frem 1954-55 onwards were consolidated into a single loan of
Rs. 357°10 crores as from the 1st April. 1962. The Hindustan Steel
Limited was informed of the consolidation of the loan and the
terms and conditions thereof on 16th August, 1960. A+ that time no
stipulation for payment of any penal rate of interest was indicated
to the Company. The provisions of paragraph 241(2) of the General
Financial Rules, 1957 then in force, required the sanctioning autho-
rity to consider the question of enforcing a penal rate of interest
upon over-due instalments of interest or principal in sc far as the
law permits. According to the Ministry of Law, this right could be
invoked only when a specific provision to that effect was made in
the terms of the sanction of the loan. The Ministrv of Finance
issued instructions in their Office Memorandum No. F.7(2)-W&M 61
dated the 12th April, 1962 bringing the above position to the notice
of all Ministries and advising them that the penalty clause, should,
as a matter of policy, be inserted in the loan agreements with the
Public Sector Undertakings. As the terms of the consolidated
loan to Hindustan Steel Limited had been prescribed in August,
1960 and as the first pavment of interest on the consolidated loan
was due from the Hindustan Steel Limited onlv on 1-4-1963, the
question of insertion of the penalty clause in the loan agreement
was not immediately pursued with the Company. For the same
reason, the provision for penalty clause could not be inserted with
retrospective effect from 1962.

1.9. In March, 1963, the Company pointed out certain difficulties
in the matter of payment of interest due on 1st April, 1963 on account
of various initial difficulties and slower development in production
than was anticipated earlier and suggested, among other thingy, an
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1.6. The Committee pointed out that the instructions issued by
Government as embodied in the General Financial Rules provided
for loans being given to statutory undertakings, corporations etc.
at the commercial rate. If, for good reasons, a concession was
considered justified, relief was to be given to the borrower by grant
of subsidv and not by waiver or remission of interest. The Com-
mittee enquired why Hindustan Steel was exempted fromi payment
of interest initially, as it was expected to run on commercial lines
and whether, even if relief was justified, Government should not
have had recourse to the procedure of granting it a subsidy as pro-
vided for in the rules. The Secretary, Department of Steel stated
that Hindustan Steel should, as a commercial undertaking, bear all
the attendant obligations. However, he added that an exception
was “deliberatelv made” and that an “interest holidayv™ was given.
The steel industry was a “capital-intensive” and had “a long
gestation period”. Not only in India, but in other countries, it was
recognised that uniform principles could not be f{followed in the
terms of loans granted to different types of undertakings. For
instance, consumer goods industry could not be given loans on the
same terms as a heavy machine industrv. “The French Govern-
ment,” he added, “during the last year or two have given loans
at below the bank rate of interest to the steel industryv. This is the
special position of the steel industry, because of its very high capital
requirement and because of the long time it takes to come into
production”.  Elaborating the position further, the Secretary,
Department of Steel stated that the pricing formula for steel had
placed Hindustan Steel in a disadvantageous position. “Prices”, he
said, “have been kept unduly low...... Actually what happened
was this. In considering the question of pricing, the Tariff Commis-
sion went by the price policy of M/s...... (a private industry),.
The price was fixed on the basis of replacement at historical cost,
not replacement at current cost”. This created difficulty because
replacement at historical cost was not possible. However, the con-
cession of “interest-free holiday” were later ‘“offset by fixing the
interest rate at 5% per annum on the consolidated loan. The
Hindustan Steel Ltd. were thus not charged on the consolidated loan
at a lower rate”. As regards the question why, if relief was justi-
fied, it was not given in the form of a subsidy, the Secretary stated
that there wus “perhaps a technical lapse” in this regard.

1.7. The Committee asked why the provision regarding payment
of penal interest by Hindustan Steel on over-due instalments of
interest on the loans was so belatedly incorporated in the loan agree-
ment. The Secrctary replied: “The position is that having entered
into an agreement with Hindustan Steel Ltd. in 1960, we could not
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unilaterally alter the condition in 1962 or 1963. Actually what
happened was that this kind of provision had seldom been made in
the case of public sector undertakings. It was only on 12-4-62 that
the Ministry of Finance suggested that this kind of provision for
penal interest may be made in all future loan agreements. We
thought that instead of doing it immediately to which Hindustan
Steel Ltd. may not agree it would be better if we ask them to incor-
porate it when they came up for a fresh agreement. That
is why it was not immediately incorporated”. In reply to a question
whether all penal interest due had been paid bv Hindustan Steel
Ltd., the witness stated: “Theyv had paid whatever was due by way
of penal interest”. In a note, the Department have clarified ihe

position in regard to the non-inclusion of the penal interest clause
as follows:

1.8. “The various loans sanctioned to Hindustan Steel Limited
frem 1954-55 onwards were consolidated into a single loan of
Rs. 357-10 crores as from the 1st April. 1962. The Hindustan Steel
Limited was informed of the consolidation of the lcan and the
terms and conditions thereof on 16th August, 1960, At that time no
stipulation for payment of any penal rate of interest was indicated
to the Company. The provisions of paragraph 244(2) of the General
Financial Rules, 1957 then in force, required the sanctioning autho-
ritv to consider the question of enforcing a penal rate of interest
upon over-due instalments of interest or principal in so far as the
law permits. According to the Ministry of Law, this right could be
invoked only when a specific provision to that effect was made in
the terms of the sanction of the loan. The Ministry of Finance
issued instructions in their Office Memorandum No. F.7(2)-W&M 61
dated the 12th April, 1962 bringing the above position to the notice
of all Ministries and advising them that the penalty clause, should,
as a matter of policy, be inserted in the loan agreements with the
Public Sector Undertakings. As the terms of the consolidated
loan to Hindustan Steel Limited had been prescribed in August,
1960 and as the first payment of interest on the consolidated loan
was due from the Hindustan Steel Limited only on 1-4-1963, the
question of insertion of the penalty clause in the loan agreement
was not immediately pursued with the Company. For the same
reason, the provision for penalty clause could not be inserted with
retrospective effect from 1962.

1.9. In March, 1963, the Company pointed out certain difficulties
in the matter of payment of interest due on 1st April, 19863 on account
of various initial difficulties and slower development in production
than was anticipated earlier and suggested, among other things, an
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extension of the period of moratorium. The suggestions of the
Company were, however, not accepted by Government, but having
regard to their financial difficulties, Government allowed the com-
pany, after careful consideration, to pay the interest due, in two
instalments, i.e., on 1lst November, 1963 and 1lst March, 1964. The
payment of interest due on 1lst April, 1964 was, however, delayed—
Rs. 16°52 crores by one day and Rs. 1-33 crores by three days. The
question of including a provision for payment of penal interest was,
thercupon, tak.n up with Hindustan Steel Limited in 1964 and the
provision was made applicable to the consolidated loan in Septem-
ber. 1964 in agreement with the Company.”

1.10. The Committee feel that if a concession in terms of the
loans given to Hindustan Steel Limited was considered justified,
necessary relief should have taken the form of a subsidy rather than
a waiver of interest. This is the procedure prescribed by the rules
and it has the merit of bringing the matter specifically to Parlia-
ment's notice. The Committee hope that in future this course will
be strictly followed when loans are given to Government undertak-
ings or corporations on concessionary terms.

1.11. The Committee are not convinced bv the reasons given by
the Department of Steel for deferring till Sepiember, 1964 the in-
clusion of a clause regarding the charging of penal interest on over-
due instalments of interest on the loans. The Ministry of Finance
issued general instructions in April, 1962 for the inclusion of such
a clause in all loan agreements but the Department did not incor-
porate this clause till September, 1964. In the meanwhile even
normal interest payments due were allowed to be paid in instal-
ments resulting in a loss of about Rs. 1 crore to the public exchequer,
The Committee hope that Government will recognise that Govern-
ment undertakings have to function on commercial principles and
that any deviation in this regard only results in inefficiency bheing
subsidised at public cost. s W



CHAPTER 11

MINISTRY OF HEALTH, FAMILY PLANNING, WORKS,
HOUSING AND URBAN DEVELOPMENT

Idle Vehicles
Audit Paragraph

2. In paragraph 2.72 of their 42nd Report (1965-66), the Public
accounts Committee had expressed dissatisfaction with the efforts
made by the Ministry to ensure proper up-keep and maintenance of
the vehicles supplied to various States under the National Malaria

Eradication Programme, and desired that suitable steps should be
taken to improve the position.

According to the information supplied by the Ministry, out of
a total of 2,656 vehicles supplied to the States, 1.171 vehicles were
off the road on 5th January, 1968. Out of these idle vehicles, 795
and 192 vehicles required major and minor repairs respectively.

while the remaining 184 vehicles were in an unserviceable condi-
tion.

In March, 1965 an indent for procurement cof spare parts was
placed on the D.GS. & D.. who placed purchasz orders with two
firms in December, 1965 and February, 1966. Upto January, 1969
the firm had supplied only 383 items, against 776 items indented.

The Ministry stated in January, 1968 that a Central Health
Transport Organisation was set up in April, 1965 to ensure proper
up-keep and maintenance of health vehicles, but it did not function
fully upto October, 1967 as the Officer-in-Charge and the Training
Officer had not joined. The question of permanent location of the
organisation at Delhi or Faridabad was also stated to be still under
consideration. The expenditure on the working of the organisation
upto November, 1967 amounted to about Rs. 97,800.

[Paragraph No. 111, Audit Report (Civil), 1968]

2.1. The Committee were informed that out of the fleet of 2,656
vehicles with the States for the purpose of the National Malaria
Eradication programme, 3 “unassembled vehicles have since been
‘utilised” and “written off” thereafter. Qut of the balance of 2,653

]
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vehicles, 1,370 were on road, 1,008 were “off road for routine major-
repairs” and 275 were “unserviceable.”

The Committee pointed out that pursuant to the observations
made by them in the 42nd Report (1965-66), certain steps were
taken by Government to improve the utilisation of these vehicles.
The Committee enquired why these had failed te bring about any
improvement in the situation and what remedial measures Gov-
ernment now proposed to take. In a note the Department of Health
and Urban Development have stated:

“The Director, National Malaria Eradication Programme keeps
a watch on the vehicles operating in the States under the National
Malaria Eradication Programme by way of quarterly reports from
the States. The State authorities are requested by the National
Malaria Eradication Programme Directorate to get the unservice-
able vehicles repaired expeditiously as far as practicable with the
spare parts supplied to the States from time to time.”

“In this connection it may be stated thet the main difficulty is
that the majority of the vehicles operating under the National
Mzlaria Eradication Programme are 10-15 vears old and as such the
majority of them have outlived their normal span of life. Expe-
rience has shown that on account of continuous use over a long
period, the vehicles become unserviceable after some time even
after repairs. These vehicles also cannot be condemned till these are
certified by the State Transport authorities as fit for condemnation.
The vehicles have been deteriorating year by year and it has be-
come very difficult to keep the entire fleet on the road. At present
there are 1,337 vehicles in roadworthy condition in the States and
this has been possible only due to extensive care, maintenance and
timely repairs at considerable cost to the Government. The Direc-
tor and other officers from the National Malaria Eradication Pro-
gramme Directorate when visiting the States had been pointing out
to the State health authorities, to get the vehicles repaired and pro-
perly maintained. They had also been requesting the States to es-
tablish State Health Transport Organisations. As a result of these
efforts, State Health Transport Organisations have so far been es-
tablished in 14 States. A circular letter for utilisation of spare-
parts for making the vehicles road-worthy was issued in Auguw,
1966. In the State Malariologists’ meetings held in Delhi in July,
1967, and January, 1968, the importance of proper maintenance of
vehicles and of utilising the spare-parts to make repairable vehicles
road-worthy was stressed upon the State Malariologists. The State
Malariologists have also been advised that the ceiling of expendi
ture on the maintenance of each vehicle should be raised”
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2.2. The Committee drew attention to the fact that a Central
Health Transport Organisation was set up in April, 1965 to ensure
proper upkeep and maintenance of the vehicles, but till October,
1967, when the officer-in-charge joined, it did not function fully.
"They enquired what precisely were the items of work done till
October, 1967. The Department have stated: “Between March, 1966,
upto October, 1967, 287 vehicles were serviced/repaired by the
‘Central Health Transport Organisation. From November, 1967, to
August, 1968, the Central Health Transport Organisation serviced/
repaired 412 vehicles.”

The Committee pointed out that the State Governments had also
set up State Health Transport Units. They enquired whether these
units did not have the same objectives as the Central Health Trans-
port Organisation, resulting in an overlap of functions. In a note
the Department have explained the position in this regard as
follows:

“The objectives of the Central Health Transport Organisation
under the Fourth Five Year Plan are:—

(a) To render assistance and guidance in regard to the plann-
ing and development of the State Health Transport
Organisations and to provide coordination between the
various State Health Transport Organisations as may be
necessary.

(b) To establish a storage department for spare-parts received
from various international agencies for vehicles and
equipment engaged in all health and family planning
programmes.

(c¢) To organise suitable courses for training for the various
categories for personnel employed in the State Health
Transport Organisations in the repair and maintenance
of vehicles and equipment.

(d) As a first step to develop suitable schedules of main-
tenance for equipment used in Health and Family Plan-
ning programmes; at a later stage and t> develop and stan-
dardise methods of repair of equipment and training the
personnel employed in State Organisations, and

(e) Preventive maintenance and repair of vehicles operating
in Delhi under the various health and family planning
programmes.
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The State health transport organisations will be responsible:

(i) for preventive maintenance and repair of the vehicles:
operating in their respective areas under the various
health and family planning programmes with a view to
obtaining maximum vehicles utilisation at minimum
cost;

(ii) to arrange for adequate storage of all necessary spare
parts;

(iii) to conduct training programmes for drivers and other
junior level personnel engaged in the health and family
planning fleet; and

(iv) in the first instance to take up the preventive main-
tenance and repairs of all family planning equipment and
to develop the organisation to undertake the repair and
maintenance of entire health and family planning equip-
ment in due course.”

23. The Committee enquired whether the indent for spares
raised on the Director General, Supplies and Disposals had been
covered and the requirements of spares for the vehicles fully met.
The Department have stated: “One indent vide Director General
of Health Services Indent No. 8-18/64-PHI. dated the 31st March,
1965, was placed on the Director General, Supplies and Disposals
for the procurement of 521 items of spare parts at a cost of Rs. 9.4
lakhs. All the items against this indent have since been received
with the exception of 58 items of the spare parts which are to be
imported. The indent was placed for requirements of only those
parts which were not readily available with the States upto 1964.
The States have been procuring some spare patts directly and the
Officers from the National Malaria Eradication Programme Direc-
torate have advised them to utilise the assemblies by cannibalisa-
tion of vehicles which are surplus or need major repairs so that the
vehicles could be kept road worthy as far as practicable”.

24. The Committee asked whether due to a large number of
vehicles being off the road, the implementation of the National
Malaria Eradication Scheme did not suffer. The Department have
replied: “It is not possible to indicate precisely the extent to which
the implementation of the malaria eradication programme suffered
due to vehicles lying off the road. Because of the shortage of
vehicles in operation, supervision has sometimes suffered and’
supplies could not be made in time”.
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2.5. The Committee are not very happy about the position in
regard to the utilisation of vehicles placed at the disposal of the
States for the implementation of the National Malaria Eradication
Programme. The information furnished by Government shows that
nearly 50 per cent of the fleet of 2,653 vehicles is off the road. The
Committee had occasion to comment on the unsatisfactory main-
tenance and upkeep of these vehicles in para 2712 of their 42nd
Report (Third Lok Sabha). It is a matter for regret that, despite
the creation of an organisation to improve the situation, the posi-
tion has actually deteriorated.

2.6. The Committee note that in the opinion of the Department
of Health and Urban Development, 2 number of these vehicles have
become unserviceable due to age. The Commitiee would like to
know whether any detailed examination of the pousition in this res-
pect has been conducted by the Central Health Transport Orga-
nisation. Before these vehicles are condemned or scrapped, it is
essential that a detailed survey should be made, so that only
vehicles which are established to be beyond economic repairs are
condemned or sold.

2.7. The Committee observe that the Central Health Transport
Organisation set up in the Ministry of Health and Urban Develop-
ment {s meant to function largely as a service agency to similar
organisations already set up in the various States. Most of the
duties entrusted to this Organisation are of a nature that the State
Organisations could themselves discharge. with suitable assistance
from the Transport Organisations that exist in the States. The
Committee would like Government to examine whether a full-
fledged organisation of this nature at the Central level is at all
necessary.

Scheme for Slum Clearance/Improvement in Delhi
Audit Paragraph

2.8. The work relating to the execution of the Slum Clearance/
Improvement Scheme in Delhi was entrusted to the Municipal
Corporation of Delhi in March, 1953. Prior to this, the Scheme,
which was known as ‘Slum and Re-housing Scheme in Delhi’, was
being implemented by the erstwhile Delhi Improvement Trust/
Deihi Development Authority.

(i) Under the old Scheme, Government had sanctioned loans
amounting to Rs. 21947 lakhs to the Trust/Authority for con-
struction of 4,927 houses and 105 shops. The Trust-Authority con-
structed 3,225 houses and 59 shops upto March. 1959 and transferred
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them to the Corporation from 1st January, 1960. Loans aggregat-
ing Rs. 206.87 lakhs were outstanding against the Delhi Develop-
ment Authority at the time of transfer of the Scheme. Out of
these, the Corporation repaid some amounts till 1964-65; and there-
after, it stopped making repayments of the loans e¢n the ground
that its claim for reimbursement of a sum of Rs. 76.76 lakhs on
account of the deficits incurred by it during 1960-61 to 1964-65 in
respect of the Slum and Re-housing projects should be settled first.
Although nearly 3 vears have since elapscd, the matter has not
been settled so far (January. 1968).

(ii) During March, 1959 to March. 1966. Government gave
financial assistance to the Corporation in the form of (a) grants,
equal to 624 per cent of the estimated cost. or equal to the ceiling
cost prescribed for various types of dwelling units, whichever was
less: and (b) loans equal to the difference between the estimated
sanctioned cost of the projects and the grant amount admissible.
From 1st April, 1966 the pattern of assistance was changed to pro-
vide subsidv and loans in the ratio of 50:50.

Amounts aggregating Rs. 564.73 lakhs (Rs. 400.95 lakhs as loans
and Rs. 163.78 lakhs as grants) were released by Government dur-
ing 1959-80 to 1966-67. No audited statements of accounts in res-
pect of the expenditure incurred out of these amounts have been
submitted by the Corporation to Government so far (January,
1968). The Corporation has alsoc not been furnishing monthly
progress reports from October, 1965 onwards.

(iii) As per scheduled programme, in addition to the 3,225
tenements and 59 shops taken over from the Delhi Development
Authority, the Corporation was to construct 7.139 tenements upto
June, 1967. Against this, the Corporation. however. constructed
only 2488 tenements upto September. 1967. Out of these, 2213
tenements had been allotted to slum dwellers. while the remain-
ing 275 tenements were either being used for other purpose or were
lying vacant.

(iv) In December, 1963 a grant of Rs 17.52 lakhs was paid to
the Corporation to enable it to meet the deficits in respect of the
projects ‘taken over by it from the Delhi Development Authority
from January, 1960. The payment was made on an ‘on account’
basis and was subject to verification of the detailed accounts of
the projects and determination of the basis of financing the
schemes later. Out of Rs. 17.52 lakhs. a sum of Rs. 12.05 lakhs was
paid to the Au'thority in March, 1964. Although more than 3} years
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have since elapsed, no action has been taken to verify the detailed
accounts, ete. so far (January, 1968).

The Ministry have stated that the Corporation has been asked
to send a statemen. of assets and liabilities which have be2n taken
“over by it from the Authority and that on its receint the ‘on
account’ payment will be regularised (January. 1968).

[Paragraph No. 112—Audit Report (Civil). 1963.1

29, According to the information furnished .o the Committee,
the Slum Clearance and Improvement Scheme  envisages the
improvement, redevelopment and reconstruction of the area de-
clared as slum areas and construction/dovelopmsnt of tenements/
plots for rehousing the slum evictees, and was framed by the
Gevernment. In order to implement the scheme expeditiously,
Slum Areas (Clearance and Improvement) Act was also
passed by Parliament in 1956 and to make the Act more effective
certain amendments were also made in 1964, The Act scught 0
place the burden of improvement and clearance of the slum areas
principally on landlords and empowers the Government to acquire
and develop that area. in case the owner fails to do so within a
specified period.”

Financial assistance by the Government of India towards the
Scheme is intended to cover—

(1) the cost of acquisition of slum areas und theit redevelop-
ment on anoroved lines for re-houcing ¢f s'lvm-dwellers;

fii) the cost of acquisition and develooment of alternative
sites, if the existing sites are either not adequate for
rehousing all the slum-familics involved or are proposed
to be utilised for other purposes: and

(1i1) the cost of providing essential sorvicss and/or construc-
tion of pucca structures for stum-dwellers, as the case
mav be

For the purvose of regulating the cost, certain cellings have been
prescribed by  Government. Assistance by the Government of
India is regulated with reference to these costs or the actual cost,
whichever is lower, 37} ver cent of the cost being given as subsidy
and 50 per cent as loan.

2.10. The Committee enquired about the¢ taveets fixed for the
scheme and the extent to which thev were realised. In a note
the Department have stated: 'During the Third Five Year Plan
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period the Municipal Corporation of Delhi undertook the construc-
tion of 6,756 dwelling units, but could complete 2,372 units only
against the Plan target of 4,300 units. As for the annual plans for
1966-67 and 1967-68, the Corporation had completed 116 units
against the target of 2,400 units. The work on the remaining
4263 dwelling units is however in progress, of which 1,144 tene-
ments are likely to be completed by the end of 1968-89.""

The reasons for the shortfall in achievement have been listed
as below:

‘“(a) Delay in obtaining vacant possession of the site of con-
struction.

(b) Delay and short supply of building material particularly
in the Third Plan period; and

(¢) Non-availability of suitable contractor because of the
delay on the part of the Municipal Corporation of Delhl

in the matter of payment of their claims/bills for the
work done.

Certain remedial measures suggested by the Officer on Special
Duty (Accounts) Delhi Administration, in his report relating to
Slum Clearance and Jhuggies and Jhompries Removal Scheme for
the improvement of the Slum Department of the Municipal Cor-

poration of Delhi are under the consideration of the Delhi Admin-
istration.”

2.11. During evidence. the representative of the Municipal Cor-
poration, Delhi explaining the position stated “'financial strin-
gency’' was the major cause of shortfall. He added' 'The finances
of the Corporation are no. in a very good state.. . . .1 cannot pay
the contractor....... .because I have to pay the salaries and the
income is not catching up with the budget estimates. What hap-
pens is that whatever funds are available are u:ilised for salaries
and so on and the contractor is kept hanging on for three months
with the result that he not only tenders higher rates but delays
the work...... ” The Secretary, Department of Health informed
the Committee that a Commission of Inquiry was at the moment
engaged in an examination of the Corporation’s finances.

2.12. The Committee asked for particulars of financial assistance
provided by Government tv the Municipal bodies for the Scheme.
They have been informed “The amount of financial assistance
provided upto 30th October, 1968 by the Government under the
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Slum Clearance and Improvement Scheme in Delhi to the Municl-
pal bodies is:

Loan ... 42165201 (Inclusive of Rs. 2.00 'akhs each -sloan and sutsidy

Suhsidy 1,82,81,12¢ pud 10 the New [lelthi Municipat Comm.tiee in
March, 196%).""

Tetal: 6,04,46,32K

213. The Committee enquired to what exten: funds provided
to the Municipal Corporation, Delhi were lving unutilised with

them. The position in this regard has been explained in a note
as follows:

“Out of Rs. 6.00,46,328 released to the Municipal Corpora-
tion of Delhi under the Scheme, Rs. 17.55,000 were meani
as re-imbursement of establishment charges,
Rs. 17,52.000 were paid towards the deficit of capital
assets and their liability on the eve of transfer of the
slum clearance scheme from the Delhi Development
Authority to the Municipal Corporation of Delhi,
Rs. 15.00.000 were advanced for creating a buffer stock
of building material for use on the various slum clear-
ance projects and Rs. 55039328 had been released to-
wards cost of land as well as works expenditure. The
Corporation is reported to have soent Rs. 5,29.92,667 and
Rs. 5.40.47,057 as cost of land as well as works expendi-
ture ending 31-3-1968 and 31-8-1968 respectively out of
Rs. 5,50.39.328 released for the purpose. In other words
a sum of Rs. 20.46.661 and Rs. 90.92.271 had remained un-

utilised with the Municinal Corporation of Delhi as on
31-3-68 and 31-8-68 respectively.

Slum Clearance Scheme is a continuine scheme and the

unsoent funds are mainly meant for works. While the
auantum of funds for release on works is based on the
anticipated progress of the work. the pavments out of
the released funds made bv the Municival Corporation
are based on the actual orogress achieved on the works.
So in the case of this scheme where work cn more than
16 orofects is in procress the amount of unutilised funds
as broucht in the for~coine nara does not apoear to be
much. Besides the evnenditure incurred bv the Muricl-
pal Cornaration of Delhi durine the months of Sentem.
ber and October. 1968 will alsa go te reduce the unspent
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amount of Rs. 992,271 as no further funds have been re-

leased to the Municipal Corporation of Delhi under the
Scheme (till 12-11-1968)."

2.14. The Committee pointed out that when '‘he Scheme was
transferred from the Delhi Development Authority to the Munici-
pal Corporation. an outstanding lability of Rs. 206.87 lukhs was
taken over by the latter on account of outstanding loans. The
Committee enquired how. much of this liability had been dis
charged and how much was in arrcars. The Committee have been
informed that ~against the outstanding liability of Rs. 2,06,87,427.46
as on (1-4-60) the Corvoration had vaid a sum of Rs. 49,03,549.96
plus interest accrued on the outstanding loans upto 31-3-B5; thereby
reducing the amount of outstanding liability to Rs. 1,57,83,877.50.
Since April, 1965, the Corporation has not paid anything against
this liability and the arrears on account of the cver-due annual
instalments as on 31-3-68 works out to Rs. 50,08,408.56
(Rs. 29.48.766.61 as principal and Rs. 20,59,641.95 as interest.)"”

2.15. During evidence, the Municipal Commissioner stated that
“the main reason’’ for non-revayments of the loan was ‘“the finan-
cial situation of the Corporation. It has been living from hand to
mouth for several years.” Apart from this, difficulties arose due
to non-settlement by Government of the claims of the Corpora-
tion amounting to Rs. 76.76 lakhs for the deficits incurred on the
Scheme during the period 1960-61 to 1964-65 The<e deficits were
being met bv Government when the Scheme was beina adminis-
tered by Delhi D~velopment Authoritv. The matter was under
discussion with Government. In a note subs:aqurntly submitted,
the Department of Health and Urban Develonment have stated:
“The claims of Rs. 76.96 lakhs of the Muricinsl Corporation of
Delhi js still under the consideration of the Minisirv in conzulta
tion with Delhi D»velopment Authoritv. Delhi Municipal Corpora-
tion and :he Dclhi Administration.”

2.16. The Committee drew altention to the fact that audited
statements of ac-ounts for exnenditure incurred out of Govern-
ment orants had not heen submitted for over seven years. The
Municinal Commissioner explained that the svstem of accounts in
the Cornoration "“is not what it should have bern.”” There was a
lack of trained men to maintain arrounts and ‘‘our own people
....did not know much ebout accrunts.” The deficiency was be-
ing sot righ! ard in “a few months’ it was exovected that accounts
wou'ld be readv in the form Audit wanted them. In a note, the
progress made in this regard has heen exnlained as followw
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“The Municipal Corporation of Delhi in iis letter of 10-8-68
has stated that a regular narty_ has been vosted for con
ducting project-wise audit of the slum clearance
accounts. Another party of the accountants is engaged
in collecting the details of the expenditure incurred
project-wise. Such details have been cumpleted for all
the years except for 1965-66. This is lik~lv to be com-
pleted shortly and submitted for scheme-wise auditing.
The scheme-wise audited accounts are likely to be com-
pleted in about 3/4 months.”

2.17. The Committee have been given a copy of the report of the
Officer on Special Duty who investigated the working of this Scheme
as well as the Scheme for removal of jhuggies and jhompries. From
the report, the following position emerges:

(i) No instructions were issued about the form or manner
of maintenance of accounts for the Scheme by the Slum
and Housing Devartment of the Corporation

(ii) Till 1966, when a Finarce ani Accoun.s Officer was

appointed, ‘'no regular financial advice’ was offered to
the Executive Branch of the Project.

(1t1) The Slum and Housing Department had five divisions for
execution of work on the scheme which was ‘‘double the
strength which it should have” .. ....cn “the basis of
works handled during 1966-67."

{tv) Acquisition of land for this and the scheme fer removal
of jhugzies and jhompries, which the Corporation was
at one stage executing, “was not properlv planned” and
land '‘far in excess of actual needs’” was acquired. "No
proper records’’ were kept and there were “discrepan-
cies in the figures of land acquired and paid for.”

(v) “Firm commitments’’ regarding the provision of civic
amenities to the quarters were not obtained from the
undertakings concerned “at the time of planning the
projects.” A numbor of tenements” combyleted without
thes> amenities could not therefore be allotted. “The
whole thing is a sad commentarv on the planning sectivn
of the Slum and Housing Department.”

(vl) “The ricing prices coupled with the hesitation of cen-
tractors to take up the work' put the “entire budgeting
(for the Scheme) out of gear.’
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(vii) The collection staff of the Corporation have ‘‘not beem
able to effect recoveries of rents (in respec: of complet-
ed tenements) due to incomplete demand registers.”
“Considerable amounts (Rs. 558 lakhs upto 1st
September, 1967) have been voluntarily deposited by the
allottees of certain properties’” and these have ‘‘not been
properly accounted for in the books of the Municipal
Corporation.”” The arrears of recovery of rent “‘are
mounting.”” The figure of arrears increased from

Rs. 31-33 lakhs as on 1st April, 1966 to Rs. 3554 lakhs as
on 1st April. 1967.

2.18. The Officer on Special Duty inter alia made the following
suggestions for improving the situation:

(1) Planning of the Project should be done by the Delhi
Administration and not the Municipality.

(ii) Amounts meant for the schemes should be tanked sepa-
rately by the Corporation and kept separate from their
general revenues.

(iii) Cost of land acquired for the Scheme should be paid
directly without routing it through the Corporation.

(iv) The staff emploved should be ‘“‘reduced to roughly 50
per cent of the present strength’’ and accounts and re-
covery work entrusted to trained men.

(v) The Executive Engineers in charge of works '‘should be
made personally responsible to ensurc that there is no

delay in taking the measurements. scrutinising the bills
and making pavment.”

2.19. The Committee cannot resist the impression that the exe-
cution of the Slum Clearance/Improvement Scheme in Delhi is
far from satisfactory. A sum of over Rs. 6 crores had been given
by Government till the end of October. 1968, to different local
bodies in charge of the Scheme at different stages. Against 6,756
dwelling units required to be comnleted during the seven years
ending 1967-68, the numbher actually comnleted was only 2,488
Ass’stance for meeting the cost of the work was to be regulated
with reference to specific ceilings of cost for each dwelling untt.
However, after completion of about one-third of the work, nod
more than a sum of Rs. 9°92 lakhs was renorted as available on
31st Aueunst. 1968 with the Municipal Corporation out of the total
assistance of over Rs. € crores extended to the Scheme. The
accounts of expenditure incurred by the Corporation en the
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‘Scheme over a period of sevem years are still Lo be properly pre-
pared and audited. It is clear that tke Scheme was not properly
planned and the cost of the work was not controlled at any stage.
It would also appear that assistance given by Government for
the Scheme was diverted to other purposes.

2.20. An examination of the working of the Schemec by an officer
.appointed by the Lt. Governor, Delhi, disclosed that the Scheme
was not properly planned, land was acquired “‘far in excess of re-
quirements’’ and proper records of acquisition were not kept. No
instructions were issued about the manner in which accounts
were to he kept and “no regular financial advice” was available
to the agencics entrusted with the execution of the works. The
staff einployed on the execution of works was ‘‘double’” of what it
shounjd have been and “a number of tenements” which were com-
pleted could not be occupied due to the absence of civic amenities.

2.21. The Committee would like Government, in the light of
these findings, to have a comprehensive investigation made of the
working of the Scheme to ascertain how far funds made avilable
for the Scheme were used for the purposes intended and where
and to what extent there was laxity in supervision over the pro-
per working of the Scheme. There is obvious need to rationalise
the strength of staff and to effect economv. Based on the results of
such an investigation, Government should come tn a considered
decision about the future set up for the Scheme, which would en-
sure that it is soundly and properly administered. Government
skould in this context give consideration to some of the useful
suggestions made by the Officer on Snecial Duty.

2.22. The Committee note that a sum of Rs. 30 lakhs on account
of loans given by Government for the Scheme is overdue as on 33st
March, 1968 for recovery from the Municinal Corporation. The
Committee observe that the repayment of this amount is tied up
with the claim for Rs. 76.76 lakhs that the Corvoration have preferred
against Government towards reimbursement of deficits incurred
on the Scheme and that the settlement of these issues will be
made in the light of the audited accounts to be nroduced by the
Corporation. The Committee would I'ke to be apprised of the pro-
gress made In regara to these matters.

Scheme for removal of Jhuggies and Jhompries in Delhi
Audit Paragraph

2.23. In paragraph 101 of the Audit Report (Civil), 1955. mention
was made of release of ‘on account’ grants to the Delhi Municipal *
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Corporation without insisting on aud.ted statements of expenditure,
and of certain irregularities noticed in connection with the Scheme
of removal of Jhuggies and Jhompries in Delhi.

(1) Aganst the total estimated cost of Rs. 10 crores, funds aggre-
gating Rs. 7.05 crores were rcleased by Government to the Corpora-
tion upto March, 1967 towards the cost of land and works. Out cf
this amount, an expen’iture of Rs. 6.81 crores was stated to have
been incurred upto 31st March, 1967 on the various works covered
under the Scheme. However, statements of actual expenditure in-
currcd out of these funds, duly certified by itd Chiel Auditor, have
not been furnishei by the Corporation to Government so far
{(January, 1938).

(it) The table below shows that the progress of the Scheme
vis-a-vis targets fixed has been slow:—

Unit-to be Urits deve’ op»d Units a“'otted

deve op2iand upto Seprenioer, upto Scplemoer,
Name of the wo k aliot.ed Jdiring 11 1967 1667
P.an
Campint sit:s of 25,000 22,371 (Incudes 9.944 18,319

unit, wh:re servicss
like sewerage, fi ter-
cd  waler PP v,
roads, €ic. wore yet
to be providea).

25 5q. vards each.

P'ot, 0! 82 sq. vards 20,000 3,746 (Inc'ude, 1,277 units  3,4%0
cach. where sew_rag: work
hai not been com-
pe.ed).
Sma'ltao--opne i doth'e 5,000* Sti'l under constr k-
Stor yud tonem nt. tion.
TOTAL 575000 26,117 25,799

Aga'nst the target of removing all the $0.000 families squatting
on Government land in 1950, only 21,799 familirg were removed and
allotted camping sites, plots, etz upto September, 1967. In the mean-
while, fresh squatiing on Government land has also been taking place,
but no survey {for ascertaining the actual number of fresh squatters
has bheen conducted after 1960,

(iii) Under the ccheme, the Corporation is required to collect
rents ranging between Rs. 350 pom. and Rs. 32.00 pm. from the
allottves, and irrespective of the actual recoveries. it has to crelit
70 per cent of the rents to Government, retaining the balance of 30
per cent towards maint~nance, ground rent, bad debts etc The

® The proj:ct was to Le co'np A:d by 31st March. 196;
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Corporation has also to deposit, in full, the lease money recover-
able in respect of 80 cy. yard; developed plots allotted on lease-hold
basis. For the period upto 31st March, 1965, a sum of Rs. 16.77 lakhs
was adjusted by Government in May, 1966 out of the funds payable
to the Corporation. No such payment/adjustment has, however,
been made for the subsequent periods, notwithetanding the fact
that the Corporation had realised a sum of Rs. 9.46 lakhg towards
rent and lease money during th: years 1965-65 and 1966-G7.

fParagraph No. 113 Audit Report (Civil), 1968.1

2.24. The Committee were informed in ihe course of evidence
that the scheme for removal of jhuggies and jhompries was trans-
ferred from the Municipal Corporation to the Delhi Development
Authority with effect from st March. 1965, This was done pursuant
to a suygestion made by a Committee w.th the Works and Housing
Minister as Chairman. The reason for the transfer was the view
taken by the Committee that “the scheme would be better executed
if it was managed by the Delhi Development Authority.”

2.25. The Committee referred to the data given in the Audit
paragraph about the progress of the scheme and enquired why the
performance fell short of the targets. The Municipal Comm ssioner
explained that this was due to “financial stringency” in the Corpo-
ration. “Whatever funds are available (with the Corporation) are
utilised for salaries and so on.” The Corporation “was living hand
to mouth for years.” Asked why even completed tenements were
not let out in some caser, the repre:entat.ve of the Delhi Develop-
ment Authority stated when they took over the scheme from Muni-
cipal Corporation, they found. “no arrangement for water and
electricity™ in those tenements which had been completed. He
added: “We have now made arrangements that 1.500 terements
will be ready for occupation :nn about three months’ time and about
400 terements will be ready in about a month’s time. Because the
contricctors had some  difliculty, these arrangements were not
theie. . ... ‘When th. scheme was with the Corporation the Delhi
Elcctric Supply Undertaking was asking {or a deposit of a certain
amount which the Corporation could not make. . .. Now we have
taken steps to see that all the tenements which have been construct
ed are given the amenitics and hose under construction are speedily
constructed and water and electricity are provided to the tennements
on a top prior'ty basis.”

2.26. The grant of financial assistance to the scheme was regulat-
ed with reference to certain ceiling costs fixed by Government for
tenements, developei plots and camping sites to be put up under
the scheme. According to the report of the Officer on Special Duty
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who investigated the working of the scheme. funds amounting to
Rs. 7.16 crores were released to the Municipal Corporation, Lelhi
towards the cost of land and works. Since the Corporation did not
submit audited accounts of individual projects the release of further
funds was stopped with effect from 1st Apnil, 1967. The Committee
were informed that the accounts could not be submitted due to iack
of staff trained in accounts and that the deficiency in thi: respect
was being made up.

2.27. The Committee drew attention to the observations of the
Officer on Special Duty that land had been acquired for the Scheme
“far in excess of actual needs.” Tne finding of that Officer was
that out of 2,744 acres acquired for this as well as the Slum
Clearance and lmprovement Scheme. only 1,206 acres were planned
to be used for these projects and the balance was pioposed to be
used for other schemes like Master Plan, Generat Housing. Com-
mercial Centres etc. The representative of the Delhi Deve.opment
Authority stated: “The pos.tion is this. The Corporation was
dealing with both Slum Clearance as well as jhuggi jhompri
clearance. When funds were given they purchased land tegether
because in certain areas tenements had to be built and in certain
other areas jhuggi jhompri resettlement had to be made. Unfortu
nately whenever the Corporation purchased the land they purchas-
ed it for both purposes.” Explaining the position further, the
witness stated that when the jhugg. jhompri removal scheme was
formulated, a survey was made in 1960. It was then estimated
that there were about 50,000 squatters on Government land, but
this was “not a very scientific survey.” “On the basis of the ration
cards and the electoral rolls we made an estimate and in May, 1968
there were about 1 lakh squatters. of whom 34.000 had been covered
by an earlier census of July, 1960 an3d 66.000 persons had come
during the perod July, 1960 to May. 1967." The increase in the
number of squatters had led to an increased requirement of land.
Explaining how the problem was propesed ‘o be tackled. the wit-
ness stated: “The jhuggi-jhompri walas have now been classed
into two categories—jhuggi jhomori walas who were souatting on
Government land prior to July, 1960 (‘the -ligibles and those who
have squatted from July, 1960 to end of 1968 (‘the unel gibles”). The
first category w’ll get regu'ar emenitiex of water supplv. sewage
and so on, but the other will not get all vhose facilities.”

2.28. The representative of Delhi Development Authority fur-
ther exnlained that the acquisition of land haj a'so to be viewed in
the context of the need to provide housing fac‘lities to low ncome
groups. “In the past, there was no such scheme with the result
that the people belonging to low-income group could not get any
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housing facility and that, by force had to squat....Now, accord-
ing to the Master Plan, all the land required upto 1981 for jhuggt
jhompri scheme, slum clearance schemes, housing schemes, roads
and institutional and commercial purposes have been acquired......
The different schemes have been placed at the disposal of various
authorities for use of land upto 1981. In that sense, there has not
been any surplus purchase of land.” In reply to a question whether
extension of funds for providing housing to low-income groups ete.
was part of the original scheme, the witness admitted: “No. it
was not part of the original scheme.’

2.29. The Committee ¢nquired whether lands cleared of squat-
ters once had again to be so cleared. The representative of Delhi
Development Avuthority replied: “It has been happening in the
past about two or three years and there have been difficulties
because people came and squatted again on the areas where the
clearance had taken place. This was because certain areas were
acquired and hanied over to the Corporation and they could not
put the land to use. . .Unfortunately in Delhi. there are a large
number of land ownership agencies, such as the Corporation, the
Delhi Development Authority and Ministry of Defence. So. there
was no coordination at that stage and that was the reason why we
went to Government with the request that the scheme chould be
transferred to the Delhi Development Authority <o that one inte-
grated view could be taken by one authority. Since June. 1967, we
have been clearing only thoce areas which can be immediately put
to use. In all the clearance that we have done after June, 1967,
we have seen to it that immediately after the clearance the area is
handed over for development purposes. T am glad to inform you
that in all areas which we have cleared since then, there has not
been a time-lag even of fifteen days in executing the works.”

2.30. The Committee enauired whether the Corporation had
remitted to Government the portion of Government’s share of the
rent of Rs. 9.48 lakhs towar?s rent and lease monev realised by
the Corporation durine the period 1965-66 and 1966-67. The
Secretary, Ministry of Hea'th stated that “these matters wi'l be

settled” as soon uc the audited acrounts of expenditure were
rendered.

291. The Committee cannot resist the imovrescion that the
scheme for the removal of ‘‘thueries’ snd **ihomnring’ in Delhl was
very tardily nlanned and executed. About 30,000 {amilics of sanat-
ters were to be resettied under the scheme but, till September. 1987,
only less than half of that numher 721.799) could be resettied. In
some cuses, after the squatters had been removed from the sites.
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fresh squatting again tosk place, due to the cleared sites not having
been promptly taken up for development, necessitating fresh clear-
ance operations. Accounts of expenditure incurred on the Scheme
have not been made available to Audit over a period of seven years
and land was acquired for the scheme far in cxcess of requirements,
without any detailed progranmume for its utilisation. An examina-
tion of the Scheme by an Officer on Special Duty disclosed that
there was no provedure for the ma ntenance of accounts or control of
expendiiure over the Scheme. The situation that developed ulti-
mately led to the further rclease of funds for the scheme being stop-
ped with effect from Ist April, 1967.

2.32. The Committee would like Government to have a compre-
hensive examination of the working of the Scheme undertaken so
that the various omissions that occurred could be identified and
steps taken to avoid their recurrence throuzh planning and close
supervision. The following points in particular need consideration:

(i) This Scheme as well as the Scheme for Shum Clearance
and Improvement referred to earlier in this Report are
closely inter-related. These werc being executed by the
same agency till 1st March, 1968, when Government decid-
ed that the scheme for removal of jhuggies and jhompries
should be transferred from the Municipal Corporation,
Delhi, to the Delhi Development Authority. It requires
examination whether it would not be in the interest of a
coordinated implementation of the schemes if both of them
were entrusted to one agency.

(ii) The Municipal Corporation. Delhi, which was till recent.-
ly exeecutinz these schemes, never kept separate accounts
of the funds received for implementatiun of the Schemes
or of the expenditure incurred on the Schemes, The funds
rot merged with the general revenues of the Corporation.
The financial strinzency faced by the Corporation, which
has been “living from hand to mouth”, inevitably created
a situation in which the Schemes were starved of funds,
It is necessary for Governmment to recounise that
a similar situation will arise in future unless steps are
taken to put the Corporation’s finances on a sound foot-
inz. The Committee understand that a Commission is at
the moment engaged in an examination of the subject,
The Committee hope that this Commission’s efforts would
supply a lasting basis for an improvement of the Cor-
poration’s finances,
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(iii) The position in regard to land acquired for this as well
as the Slum Clearance and Improvement will have to be
gone into in detail to ascertain whether proper records
of lands acquired are available and the hest use to which
the lands can be put.

(¢iv) Lands clcared of squatters under the scheme should be
promptly taken up for development and suitable protec-
tive measures taken te ensure that fre:h squatting does
not take place again.

(v) Above all, it will be necessary to ensure that both the
schemes are efficiently executed and costs strictly limited
to stipulated ceilines. Accounts of expenditure should
also be separately maintained and subjected to timely
audit.

Family Plannine Scheme
2.33. Grant No. 42—Medical and Public Health

Group-head Origin:d Saving
Provision

(In lakhs of Rs)
B. §=Mi:szellanzous

B.s(4r—Expend ture on Fam:ly Plann ng 20% .00 99.7$

The saving, constituting more than 47 per cent of the original
provision, was explained as mainly due to (i) iesser purchase of
contraceptives (Rs. 59.26 lakhs) and (i) the Family Planning
Programme not having gained the desired momenium (Rs. 40.49
lakhs). There was a shortfall of Rs. 24.07 lakhs in 1963-66 also for
the same reasons.

(Page 98--Appropriation Accounts—1966-87).

2.34. The Committee enquired why there was such a substantial
saving in the Grant relating to Familv Plannins Scheme. They
pointed out that the scheme had been taken up fcr execution on
a national level in view of its vital importance t» the economyv and
its implementation should have been undertaken in right earnest

The Secretary, Ministry of Health stated that there were three
reasons:

(i) Delav in releasing grants to voluntary organisation, the
work in respect of which had since been decentralised by
setting up grant committees at the State and district
level.
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(ii) Delays on the part of the States in setting up adequate
number of centres under the Auxiliarv Midwives Train-
ing Scheme.

(iii) Savings in the allotment made to the Railways and Min-
istry of Defence.

(iv) Lesser purchase of contraceptives, due to global tenders
having to be floated.

“l would submit”, the Secretary, added, “that what we are consi-
dering is a thing which happened nearly two vears ago. This De-
partment of Family Planning was created in March, 1966. Since
then we have tried to reorganise all these arrangements and to make
them more speedv. Many of these bottlenecks have been removed.”

2.35. The Committee enquired whether inspite of attempts to
popularise the loop, it was losing ground. The Ccmmittee were
given the following figures of TUCD insertions in this connection:

Year et Achieve: Percentage  Rate per
m=nt of thousand
«chicvement
196667 - - 41,98.797  9,09,726 2167 18
1967-68 - . : - 20,57.244 6.69,208 32-¢ 13

The Committee were also informed that the target for 1967-68 was
fixed at the rate of 4 per thousand. The Secretary, Ministry of
Health stated that the set-back received was “to some extent” due
to “the excessive enthusiasm in the beginning.” “May be”, he added,
“the side effects and the possible repercussions were not adequately
explained, but we have rectified our stand in this respect.” Empha-
sis was now being laid “on pre-insertion examination by a doctor;
a good relationship between the doctor and the patient and sound
follow-up after insertion” through maintenance of systematic his-
tory sheets in respect of every patient. Research was also under
way to find out the effects of the loop. All these should help to
jdentify the causes of failure. Besides, to put the significance of
the loop in the Family Planning programme in the correct perspec-
tive, Government had decided to give “equal emplasis” to all the
available methods for family planning
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2.36. The Committee were given the following figures of sterilisa-
tion operations done in 1966-67 and 1987-68:

Year Target  Achieve- Percentage © Rate per
ment of 1,000
achieve- population

ment
196667 - - ° - 12/63,354 8,87,368 70°2 -8
196768 - . : © 15,42,933° 18,40,045 120°0 3-61

(*Pixed at the rate of 3 per thousand),

The Committee enquired what steps were being taken to popularise
this aspect of the programme amongst the lower income groups,
who required it most from the economic point of view. The Secre-
tary. Ministry of Health replied: “We have reasons to believe that
nearly 60 to 65 per cent of these sterilisation cases came from the
lower social economic groups in the rural areas. We have had
some sample studies made of the community-wise proportion and
we have reasons to believe that almost all the communities are
participating in the particular scheme more or less in the same
proportion as the proportion of their population.”

2.37. The Committee asked for particulars about the target and
achievement in respect of use of conventional contraceptives. The
following information was furnished:

Y zar Targt Achieve- Percentage Rite per
m nt of one
(No. of  achieve- thousand
users) ment
196667 - : - - 23,08,272% 4,410,198 19-1 0-9
196768 - . : - 20,57.244%  4,75.833 231 0°9

(*Calculated at the rate of 4 6 per thousand:
‘tCalcalated at the rate of 4 por thoasand).

2.38. The Committee enquired about the research programmes
being conducted by Government for devising new and more effec-
tive techniques of family planning and for improving the efficacy
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of the existing ones. In a note, the Department of Health and
Urban Development have furnished the following information:

“Lippe’s loop which is currently in use is being improved upon.
Dye of an improved tyvpe has been got prepared and its manufacture
on experimental scale is going to be started. Various other types
of LU.C.D. (size-shape and make) including Polygon (Danish IUD)
are being tried to find out an IUC device which mav be more suit-
able than the existing one in use. Studies have been undertaken
at various places like Central Drugs Research Institute, Lucknow
etc. to find out the mode of action and cause of side effects such
as uterine bleeding in women wearing [U.C.D. This is expected
to lead to finding means to prevent or counteract the side effects,
thereby making LU.C.D. more acceptable.

Sterilisation

In carrying out these operations improved techniques ure being
applied so that reversible operations can be carried out relatively
easily, if these become necessary in some cases at a later date.
Experimental studies are in progress to find out ways of doing
reversible tubal and was occlusion in the laboratory animals as well
as in the human.

Hermonal Contraceptives:

Pills: Presently available pills are given cyclically and have the
disadvantage of having to be taken regularly during certain days
in each cycle by the women. Studies are being carried out at the
present moment with some low dose of progestogen which is to be
taken continuously without any interruption. This may obviate
the calrulations of days in cycles by the women who may not be
educated enough to follow the regimen intelligently. Moreover,
this may also have lesser side effects in resvect of nausea, vomit-
ting ete.

Injectible: To obviate the necessity of taking hormone pills daily
during each cycle injectible preparations have been tried. This
will obviate many difficulties and mav be possible to give one in-
jection for one to three months. With these changes the oral as
well as injectible preparations may be more acceptable to the
women.

Work being done with the object of developing new methods

Post-coital pills: Attempts are being made to develop some long
acting pills which on being taken bv the women after sexual act
will give protection against conception. Such pill will have the
advantage of giving protection by taking only for a day or more
during about mid-cycle.
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Pills for males: Experiments are being carried out to find out some
suitable drugs for the control of reproductive acticn by sperms.

Immunological method: Animal work has demonstrated that it
is possible to have contraception using materials developed as
“vaccine”. It has not yet been possible to produce this effect in

the human being due to some technical difficulties. Further work
is in progress.”

2.39. The Committee enquired what kind of resistance was being
encountered in the implementation of the programme. The Secre-
tary, Ministrv of Health stated that ‘‘the only resistance is due to
backwardness and ignorance.” Certain misconceptions consequently
prevailed. these being:

{a) artificial methods o!f contraception may affect the health;
or the methods may not be effective;

(b) The belief that prevention of conception is against the
will of God or that children are the gifts of God;

(2) The old fear of infant mortality and tre desire to have a
number of children sn that a few mav survive; and

(1) The feeling that larger number of sons were needed to
have more bread winners and also previde security in old
age.

“A oroad based progrumme of mass education and motivation
utilising all available media has accordincly heen formulated.
Under this programme all available methods and media are being
in reasingly emploved to educate and persuade the people G uc-
cept the nerm of a emall familv™

240, The Committee drew attention to certain instances of
abuses noticed in the working of the scheme reported froem some
Stotes vasectomy operations being  performed on voung men ete.
The Seoretas. Ministry of Health replied:

“In a very big prostamme like this. T weuld not be audacious
enough to su}.z that there is no misuse. Meyv be there is a little mis-
use here and there. Bui in the light of what we have experienced
in various parts of the country, we have devised some procedures
and instructions which should be able to take care of the bulk of
these deficiencies. For example, in the case of sterilisation, if
somebody does resort to misuse, it will have to be a conspiracy
among the social workers, the person who comes to the clinic, the
para-madical staff and the doctor. Unless these four agencies com-
bine together. there can be no possible misuse. And on doctors
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particularly, we have pinned a lot of faith, hope and confidence.
May be there are some blacksheep among them, but I have reasons
to believe that by and large they are people belonging to a noble
profession, who can be trusted and relied upon. Of course, there
will be a few exceptions, and we certainly take very drastic action
in any case which comes to our notice.”

241. In a note on this point, the Department have stated:

“A few cases of sterilisation on the wrong type of persons like
those of old and unmarried persons have also caused temporary
local unpopularity of the family planning programme. Complaints
received in such cases are properly followed up and wherever
feasible recanalisation operations have been carried out. Steps
have also been taken to see that such mistakes are minimised
Some few cases of coercion and official influence for imposing family
planning services like TUCD insertions and sterilisations are alleg-
ed to have also contributed to the unpopularity of the family plan-
ning programme. All such cases are being looked into.”

“The number of complaints received has heen almost insigni-
ficant as compared to the large amount of services and
motivational work ir the country through the help of such
large numbers of personnel working in the programme.
In fact the increasing popularity of various aspects of the
programme including sterilisation. conventional contracep-
tives etc. shows that many of these complaints are not very
serious: at any rate their impact is little.”

2.42. During evidence. the Secretary, Ministrv of Health informed
the Committee that action was taken in all such cases. He added:
“We certainly do want to remain in touch with all cases of malprac-
tices, whether on a smaller level or a bigger level, and we take the
most drastic action against those who deliberatelv do anything which
should not be done.

Secondly. about the measures that we have taken, we have resist-
ed the tendency to increase unduly the amount of cash payment.
There are lots of suggestions in this regard and many ideas have
been given by verv responsible, respected people, but our thinking
has been that the cash incentives should not be unduly large.

Thirdly, in our thinking, we have said that the amount of money
that should be paid should be commensurate with the amount of
trouble and expenditure that the individual has to incur. You will
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agrec that in our state of poverty, particularly in the lower secio-
economic group, the person who is on daily wages cannot come to
the dispensary by himself; and may be he has to bring one or two
companies with him and they have to be looked after. Therefore
the payment of Rs. 10 for such out-of-pocket expenses on his part
perhaps is not excessive, though I admit that in some cases even
that amount might be treated as a temptation or an allurement.”

2.43. The Committee enquired how many of the 50 million
couples reported to be in the reproductive age group had been
covered by the Scheme. The Committee were informed: “It has
been estimated that in June, 1968, there were 52'5 million eligible
couples. Of these the number of currentlv protected couples is
estimated to be 549 million or about 105 per cent.”

244 To a question what impact the Scheme had made on the
birth rate the Committee were informed as follows:

“Studies on All-India basis to assess the impact of the Family
Planning on the birth-rate have not yet been carried out. The Pro-
gramme Evaluation organisation of the Planning Commission is at
present engaged in cvaluating the impact of various family plan-
ning inputs in 34 districts and 1 Union Territory of the country.
However some studies in a few selected places indicate that definite
reduction in the birth rate has occurred in several areas of the coun-
try where intencive family planning work has been done. For
example, in Athoor Block (Madurai District. Madras State), the
birth rate decreased from 43-6 in 1959 to 31'3 in 1966; in Chinhat and
Mohanlalganj Blocks (Lucknow District, UP.)fi the rate decreased
from 50°8 in 1963 to 45-3 in 1967; in Singur Health Centre area (West
Bengal) it decreased from the level of 42 noticed upto 1958 to a level
of 34 in 1966. The most notable reduction in birth rate occurred
in the Assam Branch of Indian Tea Plantations Association, where
it declined from 44-4 in 1961 to 256 in 1967.”

2.45. In reply to a question what steps were being taken to popu-
larise the Scheme in States where density of population was high,
it has been stated:

“According to 1961 Census, the density of population in India
(excluding Jammu and Kashmir) was 370 per square mile. Six
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States in India had higher density of population than the national
average as per details given below:
Name of the State Density of population
per square mile

(1) Kerala . 1127

(2) West Bengal . 1032
(3) Bihar 891
(4) Madras . 669
(5) U.P. . 649
(6) Punjab (now Punjab ‘ 430

and Haryana).

Out of the 6 States mentioned above, progress in implementa-
tion of familv planning programme has been steady and satisfactory
in States other than Bihar and Uttar Pradesh.”

“In Uttar Pradesh. the State Government did not implement
earlier the recognised family planning programme of 1963. They
have now agreed to implement the re-organised programme and
streamline the administration. It is expected that the programme
will gain the necessary momentum after additional staff required
for the programme are recruited and posted. However. it will be
seen from the attached statement that there is o steady improvement
in implementation of the programme. both in the field of sterilisation
as well as in the field of IUCD insertion. This upward trend is
being mainta:ned.

In Bihar also, the re-organised programme was not sanctioned
by the State Government till last yvear. Bihar had sls difficalties
in implementing the programme due to seviore droupgkt conditions.
However. the performance started improving from 1966-67 and in
1967-68, they made considerable progress and achieved £8.8 per cent
of the target for sterilisation. The actual number of operations
performed was a record number in Bihar and was many times the
performance of previous vear. This year also the performance is
showing a higher trend than that of last vear. TUCD programme is,
however, not very satisfactorv in Bihar because of lack of women
medical officers.

The Government of India are placing lady Doctors at the dis-
posal of both Bihar and Uttar Pradesh for their IUCD programme.
In addition to this, in order to make up for poor performance in
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the past, additional efforts are being made for implementation of
the programme in Bihar and U.P. by taking 11 districts in Bihar
and 18 districts in U.P. for intensive family planning programme by
putting additional inputs. These intensive districts have much
higher density of population as compared to the All-India average
or the State average. Intensive work is not only being done in the
States of high density but this is also being initiated locally in the
districts having higher density of population. 51 districts have been
selected {or intensive work, the total population of which is about
1/3rd of the population of the country having 336 districts.”

2.46. While the Committee note with satisiaction the efforts
being made to popularise the Family Planning programme. they
are concerned over the fact that certain activities forming part of
the programme have not yet gathered the necessary momeatum.
The scheme for popularising the use of conventional contracep-
tives, for instance, has not achieved the degree ol success expect-
ed: the number of users, which was expected to be 4 per thousand
or over, has remained 0'9 per thousand both in 1966-67 as well as
1967-68. The figures of LU.C.D. insertions under the programme
for the years 1966-67 and 1967-68 show that this scheme is losing
ground due, apparently to lack of adequate public response.
Besides, the Family Planning programme as a whole has not made
much headway in two viz., Bihar and Uttar Pradesh. out of the six
States, wherce the density of population is even higher than the
national average

2.47. The Committee would like Government to intensify
family planning programme activities, particularly in States which
have a higk population density. Further, efforts should be con-
centrated on winning the acceptance of vulnerable sections of the
society to whom the requisite facilities under the programme will
have to be effectively made available. In this connection, the
Committee note that in the area covered by the Assam branch of
Indian Tea Plantations Association it has been possible to achieve an
impre<sive reduction in the birth rate, throush the good offices of
the Association. The Committee suggest that the ascistance of such
voluntarv organisations of emplovers and emplovees should be
taken in all parts of the country to carry the messaze of family plan-
ninv (o the sections of society which need it most.

2.48. It will also be necessarv to recognise that efforts at popu-
larising the programme will have greater success if it is made as
brond.baced as possible by devicine new,. csimnle and effective tech-
niaques of familv planpine and improving the existing ones through
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continuous research. The Committee note that efforts in this regard
are already under way and hope these will be successful. A syste-
matic evaluation of the results achieved will have also to be
attempted, so that the success of the programme can be gauged
and the causes of resistance identified and eliminated by educative

propaganda.



CHAPTER 111

MINISTRY OF FOOD, AGRICULTURE, COMMUNITY
DEVELOPMENT AND CO-OPERATION

(DEPARTMENT OF (.0-OPERATION)

Delhi Consumers Co-operative Wholesale Siore Ltd.

Audit Paragraph

3.1. The Dclhi Consumers Cooperative  Wholesaie Store  Litd,,
started functioning from 29th January, 1963. Its share capital, as
on 30th June. 1967, amounted to Rs. 13.05 lakhs., out of which
Hs. 8.65 lakhs had been contributed by Government. Government
had also advanced loans amounting to Rs. 11.39 lakhs up to 3ist
March. 1967 and out of this. a sum of Rs. 2.17 lakhs had been repaid
upto that date.

(1) The Co-operative Store sustamned net losses amounting to
Rs. 1.99 lakhs upto June, 1965, The iosses were rmainly due to
heavy expenditure on salaries and wages of establisiinent: the ex-
penditure on this account during 1965 66 amounted tn Rs. 193 lakhs,
as against Rs. 0.68 lakh ;i 1964-65.

The Ministry have stated that streamlining of staff 15 being
undertaken by the management of the Co-vperative Store and its
unprofitable lines of business are being given up.

(i) In September, 1965, the General Boiy fixed certain credit
limits for the member stores. However, in 110 cases the credits
were allowed in excess of these limits, the excess credit allowed
being Rs. 3.18 lakhs as on 30th June. 1967.

At the end of June, 1967. a sum of Rs. 894 lakhs was overdue
for recovery from the primary stores in respect of credit sales made
to them. In August, 1967 the Department of Co-operation of the
Ministry, estimated that at least 25 per cent of the outstanding dues
were of a doubtful nature for purposes of recovery. The managing
committee of the Store has. however. referred 41 cases of defaulters
involving a sum of Rs. 6 lakhs to the Registrar of Co-operative
Societies, Delhi for recovery through arbitration.

33
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(iii) A sum of Rs. 20,005 was misappropriated by two employees
during September, 1965 to April, 1966. The amounts were realised
by them by sale of certain articles but were not depos.ted by them
with the Co-operative Store. The employess were arrested on 8th
September, 1965 and 12th May, 1966. One of the employees has
been tried and convicted. while the case of the other is stated to be
subjudice.

(iv) Physical verification of stores conducted during 1963-64,
1964-65 and 196667 disclosed shortages and excesses of stores valu-
ing Rs. 57.022 and Rs. 22.069 respectively. (Results of phvsical veri-
fication conducted during 1865-66 were not made available to Audit).
In addition. a test check of the stock registers showed that stock
balances of articles had been unauthorisedly reduced by ithe store-
keeper in certain cases, the value of stock reduced being Rs. 11.262.
No action was taken by the manapgement o tix responsibil.ty  fo-
the shortages.

(v) Tace management of the store had dousis about the bona
fides of certain denit entites (Rs 143 lakha and credit  entries
(Rs. 0.58 lakh) in the bank s'atements and the matter is reported
to be under investgation of the Special Police Establishment.
Mecanwhile. the Store has been pavine interest to the bank at the
rate of Rs. 19000 ner annum in respect of the debits amounting to
Rs. 1.43 lakhs

(vi) In respect ot certan printing work done «ong 1965-66 the
prin‘er submitted bills amounting to Re 38024 to the Co operative
Store. “On account™ advances amount:ng to Re 25.000 were paid to
the printer durng April to July. 1966, The accountant/:tationery
clerk. on verification carlie. hai pointed out that th: bills were not
correct as material warth R+ 16,600 onlv had been receved from the
printer.  Advances to the extent of Rs. 8400 were thus paid by the
Stare in ¢xcess ©f the amount actually  ad  ssibl 1o the printer.
The printer has however. beor, insisting on o fu-thers  pavment of
R. :30% (it the difference betweer e hiled an ount and the
advanees paid to himy  The matter has wot hecy wettled with the
printes s far (Januarv. 1968).  [Paragraph 115 of Audit Report
(Civi). 1968

(i) Constitutiny, of the Store

3.2, The Committee enanire? about the ~nnstiti*ion of the store,
the nu-nber of orimarv stares which were members, the total share
capita’ of the stors and th. propertion of it contributed by Govern
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ment. In a note the Department of Cooperation have given the
following information on these points:

3.3. “Delhi Consumers’' Cooperative Wholesale Store Ltd. whose
registered address is Theatre Communication Building, New Delhi,
is a cooperative society registered under the Bombay Cooperative
Societies Act, 1925, as extended to the Union Territory of Delhi.
According to the bye-laws of the Society, the posit.on of its member-
ship and Managing Committee is as follows: The membership of
the Society is open to primary stores, promotional organisations
like the Indian Cooperative Union Ltd.. other federal consumer co-
operatives and the Government. The Managing Committee of the
Society should consist of at least 5 members but not more than 15
including the President and one or more Vice-Presidents. The
members of the Managing Committee are elected at the Annual
General Meeting of the members. The Committee exercises all the
powers of the Store except those reserved for the General Meeting.
The powers of the Committee include the election of a Secretary
from amongst its members, to prepare and lav before the General
Meeting, the Annual Profit and Loss Account and audiited balance-
sheet and the pover to appoint. suzoend, nunish and dismiss  em-
plovees.

34. As on 30ih June. 1968. the wholesale Cooperative Society
had 237 primary stores as members. The total share capital on that
date was Rs. 13.05 lakhs. of which the vontribution of Government
was Re. 8.65 lakhs.

35. The Delhi Administration have nominated 3 persons on the
Boarii of management of the Society. They are the Registrar of
Co.perative Societies, the Chief Controller of Rationing and the
General Manager of the Delhi State Cooperative Bank, Delhi. The
acoounts of the Society are subject to check by a firm of Chartered
Accountants nominated by the Registrar of Cooperative Societies.
The nominees of the Delhi Administration participate in the deli-
berations of the Managing Committee. Besides, statutorv powers of
ineneotion, audit and regulatory control are vested in the Registrar
of Cooperative Societies under the Cooperative Societies Act appli-
cable to Delhi”

(i) Financial Results

38. The Committee have been supplied copies of the ac~ounts of
the Store for each of the thrre vears ending 1967-68. Of these. only
the accounts for 1965-66 have been audited co far. A peru-al of the
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accounts indicates the following working vesults of the Store:

Loss

Rs.
1965-66 .. 1,36,102
1966-67 .. 175,585
1967-68 .. 1,564,591
Cumulative loss to end of 1967-68 .. 4,10,093

3.7. Pointing out that the loss had been attributed partly to un-
remunerative lines of business undertaken by the Store, the Com-
mittee asked what these lines of business were. when they were
closed down and what loss was sustained on them. The Depart-
ment have stated: “The Society undertook distribution of rationed
commodities in Delhi in December. 1965, which proved unremunera-
tive. It gave up this business in October, 1967. It has not kept
separate accounts to indicate the extent of the losses sustained by
it in the business of rationed commodities.”

3.8. The Committee pointed out that one of the main reasons for
the loss was stated to be the disproportionate expenditure on stafl.
The Committee enquired what the strength of the staff was and
what expenditure was incurred by the Store on this account during
the last three years. From the data made available to the Com-
mittee, the following position emerges:

Year Total Now Sa'aries of Turnover of i Stoee
L | of staft staff as given in the
Accounts
‘Rs. n lakhs, Reoncror s
1965-66 70 1.%¢9 1.52
1966-67 'y 295 2.28
1967-68 11§ 3.84 1.20
—

As regards measures to rationalise the staff of the Store the
following measures are stated to have been taken:

3.9. “The question of streamlining the staff and scope for eco-
nomy in pay roll expenses was first taken up in December, 1967.
Since June, 1967 the staff in the wholesale store has been reduced
by 89, effecting a monthly saving of Rs. 10,426. The post of General
Manager has been kept in abeyance With the giving up of the
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business in rationing articles in October, 1967, 4 zonal godowns were
closed down leading to a reduction in rent to the extent of Rs. 7,000
per month. An Administrative Committee was set up in December,
1968, for examining the scope for economy in expenditure on staff.
The Committee is expected to submit its report very shortly.”

3.10. From the accounts of the Store, the Committee observe
that another major item of expenditure has been interest on loans
taken by the Store. The payments made on this account in rela-
tion to the expenditure as brought to account in the Profit and Loss

Account are shown below:

Yeor Expenditure Interest char- Toral loan
on interest  ges as a pro-  outstanding at
portion of ex-  the end of the
penses brought vear
to account in
P & L. Account

fRs. in lakhs) {Rs. in lakbs)
1965-66 - : : . 1-7c 29°, 23-93
1966-67 . . . . 1-71 7% 1526
1967-68 . . . . 2-56 29Y, 8- 21

The accounts of the Store also show that amounts awaiting
realisation from sundry debtors were as follows:

Year Sundry Tota) Sales Amounts
Debtors awaiting reali-
(Rs. in lakhs) (Rs. in crores) sation as a
proportion of

sales
1¢5‘66 - . . . 19-39 ,.52 l3°/0
1966-67 d : : 30-92 2-28 14%
1967-68 . . . . 28-00 I-20 24%,

The Committee observe from the auditor’s report on the accounts
for 1965-66 that the sundry debtors of the Store are mainly the

Primary Stores.
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(ii1) Credits allowed to Primary Stores

3.11. The Committee pointed out that in 110 cases member
Primary Stores were allowed credit of Rs. 3.18 lakhs (as on 30th
June, 1967) in excess of the limits fixed by the General body of the
Store. They enquired how this situation arose and what remedial
steps had been taken. The Committee were informed: “The credit
limits fixed by the General Body were exceeded in these cases due
to laxity of control by the Managing Committee. However, the
staff responsible for the lapses have been retrenched. A close
watch is being kent to ensure that the credit limits are not excred-

ed.”

3.12. The Committee have also been informed that the credit
policy of the Store o the primaries was investigated by an official
of the Decepartment of Cooperation in July. 1967, His investigation
disclosed that the credit limits were fixed under a formula adopt-
ed bv a resolutior of the General Bodyv of the Store at a mecting
held on 5th September. 1965 The official s findines are reprodue-
ed below:

3.13. *'The Wholesale Steres. how:over. has never obtained the
permission of the Regisirar of Cooperative Socicties for adopting
this formula nor approached him te fix the maximum credit hmi.
in respect of each primary  sores  individual’v The Primary
Stores which have suffered losses arni whose financial position was
weak or bad were also aillowed credit Further. the Wholesale
Stores being a federal organisation where the management is en-
tirely controlled by the primarv stores themselves these rules
have not been ~vigorouslv followed and adviances were given
liberally to primarv stores in some cases even oxceeding the credit
limit. Tt mayv also be mentioned that even defaulting primary
stores which have not repaid the earlier advance taken by them
were again given credit facilities. A< a result of this indiserimi-
nate policy adopted by the Wholesale Stores. o cum ¢f Rs. 28-08
lakhe was outstanding against primary storcs towards crdi  sales
made over to them as on 30th June. 1966, Even or 31st March,
1967. the amount was as hirh a< Rs 1801 lakh= ot which nearly
50 per cont (Rs 8 97 lakhs)  was nverdue - Some of the
Primary Stores it is understood. are not even accep.ing the durs
shown as outstanding in the hooks of the Whnolrsale Stores. On
a mndrst estimate. it mav be azsumed that at least 25 per cen’ of
this amount is doubtful of recovery. The Manasement has taken
no action to file arbitration cases wherever he dues were out-
standing for iong. It is also understood that in tew enses where
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decree have been awarded by the Cooperative Department, the
Wholesale Stores has not initiated action to take up execution pro-
ceedings. It may be observed in this connection that the Whole-
sale Stores obtaining a cash credit accommodation of Rs. 16-30
lakhs besides Rs. 10 lakhs on hypothecation from the Delhi Sta:e
Cooperative Bank for its working capital requirements. It has to
pay interest on these advances at rates varying from 8 to 8} per
cent while the Primary Stores are holding back and utilizing the
sale proceeds without prompt repavment to the Wholesale Store.
In view of this, the procedure followed in regard to these advances
is woefully unsatisfactory and has to be reviewed at once. Tt
may bhe observed that the outstandings on this account are con-
tinuously rising to alarming proportions as indicated below:

(Rs. in lzkhs)

30-6-64 4 86
30-6-65 12-51
30-6-66 28-08

Arbitration references should be filed cn all neni ~verdue
cases and the amounts have to be recovered expeditiouslv. In
future, it would be safe to follow a more cautinus palicy particu-
larly keeping in view the present experience which is no: alto-
gether hapny und to restrict these credit advances onlv to good
working primary stores and that too uapto the amount nf the sixare
capi:al invested in the Wholesale Stores instead of multinleg ™

314 The Committee asked how niuch of the eredits extonded
were overdue for recovery and in how many cases arbitralien pro-
ceedings for recovery were pending. The information furnished on
these points is reproduced below:

315 "As on 30th Junec. 1967. a sum of about Rs. 9 lakhs was
overdue from 130 primary consumer cooverative socictie:, out of
which a sum of Rs. 3.11.024 has been recovered subsequently. As
regards the 41 cases of primary consumer coopera ive societies
referred to. arbitration awards have been obtained in 28 cases in-
volving an amount of Rs 363137 Action 1s in progress in the
remaining cases. A sum of Rs. 93.000 has so far been recovered.”

(iv) Loans given to the Store by Government

3.16. The Committee asked for particulars about loans given by
Government and the amounts pending recovery as arrvears. The
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Department have in a note indicated the following position:

3.17. “Financial assistance was provided to the Society from
time to time by the Delhi Administration for working capital,
purchase of trucks, construction of godowns and purchase of furni-
ture and fixture ..... The total amount provided to the Society
upto 31st March. 1967, was Rs. 11-395 lakhs.

3.18. As regards the security for the financial assistance provid-
ed, it is stated that the Delhi Administration has nominated three
members on the Managing Committee of the Society who partici-
pate in the deliberations of the Committee. Moreover. amounts
due from a cooperative society can be recovered as arrears of land
revenue under the Bombay Cooperative Societies Act. 1925 as
extended to the Union Territory of Delhi.”

3.19. ““As on 28th February. 1969. a sum of Rs. 47,183'56 towards
interest and an amount of Rs. 13,571°43 towards principal were in
arrears. The amount of interest mentioned above includes a
penal interest of Rs. 1.085'65 on the overdue instalments of princi-
pal. Demand notices for the overdue amounts were issued by the
Registrar of Cooperative Societies. The Collector has been moved
by the Registrar of Cooperative Societies for recovering the amount
under Section 65 of the Bombay Cooperative Societies Act. 1925
as arrears of land revenue.”

(v) Miscellaneous !rregularities

3.20. The Committee drew attention to the misappropriation of
a sum of Rs. 20,005 by two employees. The department have stated
that the employees were convicted by different courts with impri-
sonment and fine. In reply to a question whether any security was
taken from the employees, it has been stated that none was taken
but suitable security by way of cash/fidelity insurance policies was
now being taken from selected categories of staff handling stores
and cash.

3.21. The Committee enquired about the case in which certain
debit entries (Rs. 1-43 lakhs) and credit entries (Rs. 0-58 lakh) in
bank statements were suspected to be fradulent. The Department
have stated: "“The matter is under investigation of the Special
Police Establishment. The alleged fradulent entries relate to the
months of April, May and June, 19668 and came to notice in August,
1986. They were reported to the Special Police Establishment in
the same month (August, 1966).”
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3.22. In regard to the dispute between the Store and the prin-
ter referred to in the Audit paragraph, the Committee were in-
formed that ‘‘no agreement was executed with the printer by the
Society. Against the estimated value of the work, advance pay-
ments to the extent of Rs. 25,000 were made through cheques dated
9th April, 1966, and 16th April, 1966. The work actually done by
the firm, however, was calculated by the Society to be of the
value of about Rs. 16,000 only. The printer has on the other hand
made a claim for a total sum of Rs. 38,024. The dispute between
the printer and the Society has been referred to arbitration.”

3.23. The Committee pointed out that physical verification of
Stores conducted during three years ending 1966-67 had disclosed
shortages (Rs. 57.022) as well as excesses (Rs. 22,069). The De-
partment have stated that ‘‘the Society has not so far reconciled
the discrepancies in stock.” To a question whether investigation
had been carried out to fix responsibility. the Department have
replied: “'No investigation has been carried out to fix responsibi-

litv for the shortage in stock and unauthorised deletion of stock-
entries mentioned in the Audit paragraph”

(vi) Administration of the Store

3.24. The Department have furnished the following rote abou:
the overall working and administration of the Store

3.25. "It may be mentioned that as the working of the Society
was unsatisfactory. the Delhi Administration superseded the
elected Managing Committee on 28th June. 1967. A nine member
Committee was nominated to manage the affairs of the Society.
The suverseded Managing Committee members took the matter
to the Delhi High Court which held the supersession order to be
invalid (on the ground that full reasons for removing the Manag-
ing Committee were not given in the impugned order) with the
result that the old managing committee was again restored with
effect from 28th March. 1968. The Delhi Administration has filed

an appeal in the Supreme Court agains: the srder of the Delhi
High Court.

396. A General Body meeting of the Wholesale Cooperative
Store was held on 27th October, 1968, when a new Managing Com-
mittee was elected and it is expected that the affairs of the Society
will be run in a better way in the future. A Statutory Enquiry
fnto the affairs of the Society under Section 43 of the Bombay
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Cooperative Societies Act has been ordered by the Registrar of
Cooperative Societies. Delhi and further action will be taken on
cempletion of the enquiry.

3.27. The Ministry of Food, Agriculture. Community Develop-
men: and Cooperation was also exercised over the deteriorating
affairs of the Society. On September 25, 1966, the then Deputy
Minister of Cooperation in a letter to the President of the Society
drew particular attention to the tendencv of the primary societies
to misutilise the sale proceeds of goods supplied to them on credit
for making purchases from the open market which resulted in the
Wholesale Store bearine the burden of interest on the funds so
deploved.”

3.28. The Committee are concerned about the state of affairs in
the Delhi Consumer Cooperative Wholesale Store. Over a period
of five vears since its inception. the Store has accumulated losses
amounting to Rs. 4'1 lakhs. which have wiped out about a third
of its share capital of Rs. 13 lakhs. Due to its unsatisfactory
financial position. the Store has been obliged to borrow heavily:
its indebtedness as at the end of June, 1968 amounted to Rs. 38:21
lakhs. Interest on these borrowings alone accounted on an aver-
age for 25 per cent of the working expenses of the Store, exclusive
of its trading expenses. The Store has extended credit to primary
societies without regard to the limits fixed byv the General Rody
(which themselves have not been approved hyv the Registrar of
Cooperative Societies) or to the past performance of some of these
primaries in the matter of repaving advances given earlier. . As on
30th June. 1967. the credit extended io primaries in excess of the
limits amounted to Rs. 3-18 lakhs and a sum of Rs 9 lakhs was
overdue for recovery. The Store has been forced to have recourse
to arbitration proceedings for recovery of major portion of these
overdues. The turnover of the Stores too has declined from
Rs. 228 crores in  1966-67 to Rs. 1.20 crores in  1967-68. but it. ex-
penses on establishment continue to bhe virtuallv the <ame. ie.
Rs. 3 84 lakhs.

329. The Committee note that Government themselves are
exercised about the working of the Store and that a statutoery
enquiry into its affairs has been ordered. The Managing Commit-
tee of the Store has also been reconstituted and Government expeet
that the Store will be run by them in a better way in future. The
Committee, however. feel that concerted measures will have to
he taken to re-organisc the Store to make it + function on sound and
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business like lines. The following aspects of its working should
In particular receive attention:

(i) The Store is far too hkeavily dependent on borrowed
funds and interest on its borrowings has been acting as
a drag on its finances. It should be examined how best
dependence on borrowings can be reduced through ex-
peditious realisation of dues from Primaries and other
parties, which at present are very heavy. To obviate
dependence on borrowings. it may be examined whether
the Primaries should not be persuaded to contribute to
the share capital of the Store in a larger measure. The

Store should also extend credit facilities very sparingly
in future.

(ii) The expenditure on the Store's establishment is heavy
and shows no relation to its turnover. The scope for
economies in this direction should be examined. The
Commiittee understand that an administrative Committee
has been set up to go into this question.

(iii) Systematic and continuing efforts will have to be made
to identify promptly unprofitable lines of business and to
close them down. The Committee note that the accounts
of the Store as at present kept do not indicate which of
the lines of business are profitable and which of them are
not. It will have to be examined how best the accounts
could be rationalised to make this information available
to the Management.

(iv) The data at pages 40 and 41 of this Report would indi-
cate that control over the cash and stores transactions is
lax. As any slackness in this regard could lead to sub-
stantial leakage, the Management should exercise closer
supervision over these matters,

(v) The audit of the accounts of the Store has not been con-
ducted beyond 1965-66. This should be expeditionsly

got done and appropriate action initiated on the Audi-
tor's observations,

3.30. The Committee would like to be apprised of the action
taken by Government pursuant to these suggestions. They would
also like to be informed of the corrective action taken on the basis
of the findings of the statutory enquiry now under way and
specific instances of irregularities mentioned in that Report.



CHAPTER IV
MINISTRY OF IRRIGATION AND POWER
Appropriation Accounts (Civil), 1966-67
4.1. Grant No. 132.—Capital Outlay on Multipurpose River Schemes

Total Actual Bx- Excess+
Grant penditure  Saving—

Rs. Rs. Rs.
A. 5.—Farakka Barrage Project:
A. s(2)—Feeder Cansl

0. . . - 329.54

R - - - =798 249'90  259°SS +9°65

4.2. The provision was reduced by Rs. 79.64 lakhs on 31st March,
1967, reportedly due to (i) lesser expenditure on works owing to
inability of the contractors to keep up the pace of exception, etc.
(RBs. 5519 lakhs) and (ii) deferment of the procurement of cons-
truction materials owing to non-finalisation of the designs for the
construction of the costs drainage structures in the Feeder Canal
(Rs. 23.80 lakhs).

4.3. The final excess (Rs. 9.65 lakhs) was, however, attributed to
increased expenditure than estimated owing to accelerated pace of
the execution of works.

[Page 143.—Appropriation Accounts, 1866-67.]

44 The Committee pointed out that there was a saving of
Rs. 6999 lakhs under the head ‘A-5-2-Feeder Canal’ in relation to
the original project provisions. The saving was explained as main-
ly due to less expenditure on works owing to inability of the con-
tractors to keep up the pece of execution, etc. (Rs. 35.19 lakhs)
and deferment of the procurement of construction materials owing
to non-finalisation of the designs for the construction of cross
drainage structures in the Peeder Canal (Rs. 23.80 hkhl) counter-
h-hnoed by expcndltuu on other items. ‘

“
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45. The Committee asked what were the reasons for inability
of the contractors to keep up the pace of execution. The witness
stated that there were three reasons. One was that the output of
certain machinery, for procuring of which foreign exchange was re--
leased to the contractor, was “very low”. Secondly, for “various
reasons’’ the foreign exchange asked for could not be released
immediately to the contractor. Thirdly, full power supply could
not be given to the contractor though they were given on loan 2 sets
of 100 Kw. capacity. The Secretary further stated that the contrac-
tor had been given extension from June, 1968 to June, 1968 to com-
plete the work.

46. In reply to a question the Committee were informed during
evidence that the delay in completing the work would not interfere
with the commissioning of the works and barrage would be ready
in June, 1971.

4.7. The Committee desired to know at what stage of execution
of work the contractor needed machinery, for the purchase of which
Government had committed itself to provide foreign exchange to
him. They were informed: ‘The nature of the work is such that
there is no particular stage at which the machinery required to be
imported is needed for the execution. The machinery could be en-

gaged in the work at any stage and as quickly as it would be receiv-
ed on its complete form”.

48. The Committee enquired how exactly the commitment to
provide foreign exchange for execution of the contract arose. The
Ministry have in a note stated that it arose from a clause in the
contract which is reproduced below:

“Clause 31. Foreign Exchange.—The equipments procured
through the assistance of the Government shall not be removed
from the site of the Project, till the completion of the work. Even
after the completion of the work, Government reserves the right of
taking over the equipments on mutually agreed terms.

The contractor shall restrict his demand of free foreign exchange
under:

(a) Spare parts for machinery.
(b) Certain special equipments to a ceiling of Rs. 10.00 lakhs
for both (a) and (b) put together.

Imgport licences from rupee-payment countries shall however be
restricted to Rs. 1.00 crore.”
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49. The Committee asked for particulars of equipment for pur-
chase of which foreign exchange was released. The Ministry have
given the following information in a note:

S1.  Description of machinery for which Amount of Foreign Remarks,
No. foreign excha-ge released Exchange relcased
Pre-deva- Post-deva-
Iuation luation
I 2 3 4 5
Rs. Ras.
A. Rupee pavment Froveign Exclange
1. Russtan Machinery
{a) 3> Nos. Towed Scrapsrs Model
D374A with C rawler Tractor
IioocM . . + 29,62,200 Muchinery
hrought to
site
{6) 10 Nos. Motonscd Scrapers
D3sM - . * 17,00,000 »
(¢} 6 Nos. Crawler It auors Mode!
TrooM . . * 4,51,440
{d) 4 Nos. Bulldozers model D384
with diesel electric Crawler
Tractor madel DE [-250 +  8,94,882 .
(e) Spares for the above - - 6,00,852 »

Polish Machinery

(a) 2 Nos. Polimer Bucket Wheel
Excavaors Model KWK-102 10,00,000

(h) 1 No. Polimer Crawler Mount-
ed Room Stacker Model
ZGOTSOO 8,81,750

(c) Spares for the above

»

»

(d) 1 No. Stacker and 2 Nos. Buc- 26,95,888 Orders
ket Wheel xcavatoss not yot

: placed
(As ascer-

teined)
~ from local
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i 2 3 4 5
Rs. Rs,
representa-
tive
Mis.....
(the con-
tractor)

B. Frec Resourcas Foreign Euhange
(a) § Mos. Caterpiliar . 14,70,600 Diders
) placed.

4.10 Asked for the details and value of imported machinery not
found useful the Ministry have stated: ‘“Particulars of equipment
not found useful by the contractor are not available with the Project.
However, the contractor had raised this issue in general terms and
had indicated as under:

(a) Russian Tractor drawn scrappers which were said to be
8/10 cub. m. capacity actually proved to be only 6/8 cub.
m. capacity, and hence the production was down by 25
per cent;

(b) Russian motorised scrappers of 9 to 11 cub. m. capacity
couid hardly produce 25 per cent of the total capacity on
account of several defects in the machines.”

4.11. The Committee asked for particulars of action taken by
Government on the contractors’ application for release of foreign
exchange which was actually sanctioned and the reasons for the
delay, if any. The Ministry have in a note stated:

“1. Purchase of Russian Machinery involving foreign exchange
amounting to Rs. 66,09,372.

The contractor applied for release of foreign exchange in late
January, 1965 for import of Russian machinery under Trade Plan.
After completing the procedural formalities involved in processing
the Import Licences Applications for import of Capital Equipment
which normally takes about 2-4 months, foreign exchange was re-
leased in May, 1965 and the Import Licence was also issued soon
thereafter.
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2. Purchase of 2 Nos. Crawler-mounted Bucket Wheel Excavators
with spare parts and power generating sets etc., foreign ex-
change amounting to Rs. 10,00,000/- from Poland.

The contractor applied for release of foreign exchange in March,
1965 for import of 2 Nos. Crawler mounted Bucket Wheel Excava-
tors with spare parts etc. from Poland under Trade Plan. The sanc-
tion for release of foreign exchange and Import Licence were issued
in May, 1965.

3. Purchase of one No. Crawler Stacker, foreign exchange—amount-
ing to Rs. 8,81,750/-

The contractor applied for release of foreign exchange for im-
port of one Crawler Stacker from Poland under Trade Plan in late
February, 1967. The application was lacking in certain information
on technical points which were furnished by the firm in June, 1967.
Sanction for the release of foreign exchange was issued early in
July. 1967 and Import Licence issued in the same month.

4. Purchase of one Crawler Stacker and 2 Nos. Bucket-Wheel
Excavators, foreign exchange amounting to Rs. 26,95,888/-.

The application from the contractor for release of foreign ex-
change for import of one Polish Crawler Stacker and two Bucket
Wheel Excavators from Poland received in late August, 1967 did not
contain information to justify their requirements for the equipment.
The requisite information was received from them in October, 1967.
Sanction for the release of foreign exchange was issued in Novem-
ber, 19687 and the Import Licence issued in early January, 1968.

8. Import of 5 Nos. Caterpillar D-8 Tractors from U.S.A. foreign
exchange application amounting to Rs. 15,75,000/-.

The contractor applied for release of foreign exchange for import
$ Nos. Caterpillar D-8 Tractors from U.SA. in July, 1986. This in-
volved free foreign exchange. While certain clarifications were
sought from the contractor, the matter was taken up simultaneous
ly with the D.G.T.D. for clearance from indigenous angle. At the
suggestion of the D.G.T.D. a reference was made to the Ministry
of Defence with regard to the availability of Komatsu Tractors
being produced by M/s. Bharat Earth Movers Ltd. Subsequently in
April, 1967 a request was received from the contractor for arrang-
ing purchase of 6 Nos. latest miodel Komatsu Tractors with blades
of the biggest size. Later the contractor indicated that the Xomatsu
D-120° Tractors porduced by M/s. Bharat Earth Movers Lid. being
of wery old model were not acceptable to them. M/s. Bharxt Earth
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Movers Ltd. were then approached with a view to finding out if
import of 4 Nos. Komatsu D 12018 (latest model produced in Japan)
was possible, as these were acceptable to M/s. Tarapore & Co.
Although M/s. Bharat Earth Movers Ltd. had agreed to the pro-
posal subject to foreign exchange being made available they ulti-
mately expressed their inability towards the end of October, 1967,
t0 import these tractors. Consequently the Director General,
“‘Technical Development clearance for import of 5 Nos. Caterpillar
D-8 Tractors was obtained in December, 1967. Necessary sanction
to the release of foreign exchange under ‘Free Recources’ was issued
on 2nd April, 1968 and Import Licence issued in early April, 1968.
The case had to be finalised for direct purchase of tractors by the
contractors at the same price at which Director General, Supplies
and Disposals had finalised the purchase order for 20 Nos. Cater-
pillar D-8 Tractor for the Beas Project with a view to cutting short
the procedural formalities of inviting tenders ete.”

4.12. Taking up the question of delay caused by belated supply
of power, the Committee enquired whether there was proper plan-
ning in this regard. The witness stated that there was a delay on
the part of the State Electricity Board in setting up 66 KV lines
from Berhampur to Parrakka. The Committce enquired why no
damages were claimed from the State Electricity Board. The wit-
ness stated: “We shall examine the point as to whether we can
penalise them. The Committee called for information from the
‘Ministry on the following points:

(i) What exactly was the commitment ¢f Government to the
contractor in the matter of providing power for the exe-
cution of the work;

(i) the basis, or anticipation on which this commitment was
given—whether any firm commitment was obtained by
Government from the Electricity Board in the matter or

making the power available before they committed them-
selves to the contractor; and

(lily the reasons for which power did not become a”frailable"
and whether Government had claimed any damages from
the electricity Board.

4.13. The Committee have not been furnished with the informa-
tion despite repeated reminders.

4.14. The Committee pointed out that the saving was also due
to the deferment of procurement of construction materials owing to
non-finalisation of the designs for the construction of cross drain-
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age structure in the Feeder canal. The Committee enquired why
designs were not finalised in time. The Secretary, Ministry of Irri-
gation and Power stated: “I have gone into it. The reason was
somewhat different. Designs had been finalised and tenders had
peen invited but funds in the budget were not adequate. That work
was therefore postponed. When fresh tenders were invited, the
designs were revised with a view to improve certain features. As
a matter of economy, this work was not taken up during that parti-
cular year. Later on the design was modified. The first tender
was invited but later rejected as the funds were not adequate.
Second time, before inviting tenders, we modified the design.”

4.15. The Committee enquired about the staff employed by the
Department for the work of feeder canal, the expenditure incurred
on them and how they were kept fully employed when the work
was retarded. They have not been supplied with this information
despite repeated reminders.

4.16. The Committee regret that the Ministry of Irrigation and
Power have, despite reminders, failed to furnish informution on
some of the points arising out of this case. The Committee would
like to impress on the Ministry the need to ensure that data called
for by the Committee is furnished expeditiously.

417, At this stage, the Committee would like to comment only
on one point arising out of the case. The contract with the firm
executing work on the Farraka Barrage provides for machinery pur-
chased by the firm out of foreign exchange released to them being
purchased by Government at their option on the completion of the
work on mutually agreed terms. In view of the unhappy experi-‘
ence of the contractor with some of the items of imported machi-
nery, the Committee hope that due vigilance will be exercised by
Government if they choose to avail themselves of the option.

M. R. MASANI,
NEw DrrHj, Chairman,
April 17, 1969 Public Accounts Committee.

Chaitra 27, 1891 (Saka).
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APPENDIX

Summary of main Conclusions/recommendations

Ministry /Department Conclusion/Recommendations

(Referred to in para of Introduction)

concerned

Department of Steel The Committee feel that if a concession in terms of‘th

Do.

4

e loans
given to Hindustan Steel Limited was considered justified, neces-
sary relief should have taken the form of a subsidy rather than a
waiver of interest. This is the procedure prescribed by the rules
and it has the merit of bringing the matter specifically to Parlia-
ment’s notice. The Committee hope that in future this course will
be strictly followed when loans are given to Government under-
takings or corporations on concessionary terms.

The Committee are not convinced by the reasons given by the
Department of Steel for deferring till 1964 tha inclusion of a clause
regarding the charging of penal interest on over-due instalments of
interest on the loans. The Ministry of Finance issued general in-
structions in April, 1962 for the inclusion of such a clause in all loan
agreements but the Department did not incorporate this clause till
1964. In the meanwhile even normal interest payments due were

allowed to be paid in instalments resulting in a loss of Rs. 1 crore

144
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to the public exchequer. The Committee hope that Government
will recognise that Government undertakings have to function on
commercial principles and that any deviation in this regard only
results in inefficlency being subsidised at public cost.

The Committee are not very happy about the position in regard
to tne utilisation of vehicles placed at the disposal of the States for
the implementation of the National Malaria Eradication Programme.
The information furnished by Government shows that nearly 50%
of the fleet of 2,650 vehicles is off the roads. The Committee had
occasion to comment on the unsatisfactory maintenance and upkeep
of these vehicles in para. 272 of their 42nd Report (Third Lok
Sabha). It is a matter for regret that despite the creation of an
organisation to improve the situation, the position has actually
deteriorated.

The Committee note that in the opinion of the Department of
Health and Urban Development, a number of these vehicles have
become unserviceable due to age. The Committee would like to
know whether any detailed examination of the position in this
respect has been conducted by the Central Health Transport Or-
ganisation. Before these vehicles are condemned or scrapped, it is
essential that a detailed survey should be made, so that only
vehicles which are established to be beyond economic repairs are
condemned or sold.

44
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Ministry of Health, An examination of the working of the Scheme by ap officer
Family Planning, spnointed by the Lt. Governor, Delhi, disclosed that the Scheme
Works, Housing and . . “ .
Urban Develoment Was not properly planned, land was acquired “far in excess of
(Department of requirements” and proper records of acquisition were not kept. No
Works,Housing and instructions were issued about the manner in which accounts were
Development.) to be kept and “no regular financial advice” was available to the
agencies entrusted with the execution of the works. The staff em-
ployed on the execution of works was “double” what it should have
been and “a number of tenements” which were completed could not
be nccupied due to the absence of civic amenities.

The Committee would like Government, in the light of thes»
findings. to have a comprehensive investigation made of the work-
ing of the Scheme tp ascertain how far funds made available for the
Scheme were used for the purposes intended and where and to what
extent there was laxity in supervision over the proper working of
the Scheme. There is obvious need to ratinnalise the strength of
staff and to effect economy. Based on the results of such an investiga-
tion, Government should come to a considered decision about the
future set up for the Scheme, which would ensure that it is sound-
ly and properly administered. Government should in this context
give consideration to some of the useful suggestions made by the
Officer on Special Duty.

The Committee note that a sum of Rs. 50 lakhs on account of
Do loans given by Government for the Scheme is overdue as on 3lst
' Mzrch, 1068 for recovery from the Municipal Corporation. The

Do.
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Committee observe ihat the repayment of this amount is tied up
with the claim for Rs. 76.76 lakhs that the corporation have prefer-
red against Government towards reimbursement of deficits incurred
on the Stheme and that the settlement of this issues will be made
in the light of the audited accounts to be produced by the Corpora-
tion. The Committee would like to be apprised of the progress
made in regard to these matters.

The Committee cannot resist the impression that the scheme for
the removal of "'jhuggies’ and ""jhompries ' in Delhi was very tardily
planned and executed. About 50.000 families of squatters were to
be resettled under the scheme but, till September, 1967, only less
than half of that number (21,799) could be resettled. In scme cases,
after the squatters had been removed from the sites, fresh squatt-
ing again took place, due to the cleared sites not having been prom-
ptly taken up for development necessitating fresh clearance opera-
tions, Accounts of expenditure incurred on the Scheme have not been
made available to Audit over a period of seven vears and land was
acquired for the scheme far in excess of requirements, without any
detailed programme for its utilisation. An examination of the
Scheme by an Officer on Special Duty disclosed that there was no
procedure for the maintenance of accounts or control of expenditure
pver the Scheme. The situation that developed ultimately led to
the further release of funds for the scheme being stopped with
effect from 1st April, 1969. .

Phe Committee would like Covernment{ to have a comprehen-
sive examination of the working of the Scheme underiaken so that

11
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Ministry of Health, the varlous omissions that oceurred could be identified and steps

ﬁ““ﬂf P "’;’r‘fgs’%"ml » taken to avoid their recurrence through planning and close super-

ngdus olgpmem (Depart- vislon. The following points in particular need consideration:

ment of Works, Housing

and Urban Develop-

ment) por
i

() This Scheme and as well as the Scheme for Slum Clear-
ance and Improvement referred to earlier in this Report
are closely inter-related. These were being executed by
the same agency till 1st March, 1968, when Government
decided that the scheme for removal of jhuggies and
jhompries should be transferred from the Municipal Cor-
poration, Delhi, to the Delhi Development Authority. It
requires examination whether it would not be in the
interest of a coordinated implementation of the schemes
if both of them were entrusted to one agency.

(i) The Municipal Corporation, Delhi which was till recently
executing these schemes, never kept separate accounts
of the funds received for implementation of the Schemes
or of the expenditure incurred on the Schemes. The funds
got merged with the general revenues of the Corporation.
The financial stringency faced by the Corporation, which
has been “living from hand to mouth”, inevitably created

. ' a situation in which the Schemes were starved of funds.

It is necessary for Government to recognise that
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a similar situation will arise in future unless steps are
taken to put the Corporation’s finances on a sound foot-
ing. The Committee understand that a Commission is at
the moment engaged in an examination of the subject.
The Committee hope that this Commission’s efforts
would supply a lasting basis for an improvement of the
Corporation’s finances.

(iii) The position in regard to land acquired for this as well
as the Slum Clearance and Improvement will have to
be gone into in detail to ascertain whether proper re-
cords of lands acquired are available and the best use
to which the lands can be put.

(iv) Lands cleared of squatters under the scheme should be
promptly taken up for development and suitable protec-
tive measures taken to ensure that fresh squatting does
not take place again.

(v) Above all, it will be necessary to ensure that both the
schemes are efficiently executed and costs strictly ‘Hmited
to stipulated ceilings. Acoounts of expenditure should
also be separately maintained and subjected to timely
sudit.

Ministry of Health, While the Committee note with satisfaction the efforts being
Family Planning, Works made to popularise the Family Planning programme, they are con-
%‘:ﬂd Urban cerned over the fact that certain activities forming part of the pro-
ment of Family mr;) gramme have not yet gathered the necessary momentump. The
heme for popularising the use of conventional contraceptives, for

——
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Family Planning,
Works, Housing
a1d Urban Deve-
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ment of Family
Planning)
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instance, has not achieved the degree of success expected: the num-
ber of users, which was expected to be 4 per thousand or over, has
remained 0.9 per thousand both in 1966-67 as well as 1967-68. The
figures of LU.C.D. insertions under the programmec for the years
1966-67 and 1967-68 show that this scheme is losing ground due,
apparently to lack of adequate public response. Besides, the Family
Planning programme as a whole has not made much headway in
two, viz., Bihar and Uttar Pradesh, out of the six States, where the
density of population is even higher than the national average.

The Committee would like Government to intensify family plan-
ning programme activities, particularly in States which have a high
population density. Further, efforts should be concentrated on win-
ning the acceptance of vulnerable sections of Lhe society to whom
the requisite facilities under the programme will have to be effec-
tively made available. In this connection, the Committee note that
in the area covered Lv the Assam branch of Indian Tea Plantations
Association it has been possible to achieve an impressive reduction
1n the birth rate through the good offices of the Association. The
Committee suggest that the assistance of such voluntary organisa-
ticns of employers and employees should be taken in all parts of
the country tn carry the message of family planning to the sections
of society which need it most.

It will also be necessary to recognise that efforts at popularising

88
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the programme will have greater success if it is made as broad-
based as possible by devising new, simple and effective techniques
of family planning and improving the existing ones through conti-
nuous research. The Committee note that efforts in this regard are
already under way and hope these will be successful. A systematic
evaluation of the results achieved will have also to be attempted, so
that the success of the programme can be gauged and the causes of
resistance identified and eliminated bv educative propaganda.

The Committee are concerned about the state of affairs in the
Delhi Consumer Cooperative Wholesale Store. Over a period of
five years since its inception, the Store has accumulated losses
amounting to Rs. 41 lakhs, which have wiped out about a third
of its share capital of Rs. 13 lakhs. Due to its unsatisfactory
financial position, the Store has been obliged to borrow heavily:
its indebtedness as at the end of June, 1868 amounted to Rs. 38.21
lakhs. Interest on these borrowings alone accounted on an average
for 25 per cent of the working expenses of the Store, exclusive of
its trading expenses. The Store has extended credit to primary
societies without regard to the limits fixed by the General Body
(which themselves have not been approved by the Registrar of Co-
operative Societies) or to the past performance of some of these pri-
marfes in the matter of repaying advances given earlier. As on
30th June, 1967, the credit extended to primaries in excess of the
limits amounted to Rs. 3:18 lakhs and a sum of Rs. 9 lakhs was
overdue for recovery. The Store has been forced to have recourse
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to arbitration proceedings for recovery of major portion of these
overdues. The turnover of the Stores too has declined from Rs. 2:28
crores in 1966-67 to Rs. 120 crores in 1967-68, but its expenses on
cstablishment continue to be virtually the same, i.e. Rs. 3:84 lakhs.

The Committee note that Government themselves are exercised
about the working of the Store and that a statutory enquiry into
its affairs has been ordered. The Managing Committee of the
Store has also been reconstituted and Government expect that the
Store will be run by them in a better way in future. The Com-
mittee, however, feel that concerned measures will have to ke
taken to re-organise the Store to make it function on sound and
businesslike lines. The following aspects of its working should
in particular receive attention:

(i) The Store is far too heavily dependent on borrowed
funds and interest on its borrowings has been acting as
a drag on its finances. It should be examined how best
dependence on borrowings can be reduced through ex-
peditious realisation of dues from Primaries and other
parties, which at present are very heavy. To obviate
dependence on borrowings, it may be examined whether
the Primaries should not be persuaded to contribute to
the share capital of the Store in a larger measure. The



Store should also extend credit facilities very sparingly
in future.

(ii) The expenditure on the Store's establishment is heavy
and shows no relation to its turnover. The scope for
economies in this direction should be examined. The
Committee understand that an administrative Commit-
tee has been set up to go into this question.

(iii) Systematic and continuing efforts will have to be made
to identify promptly unprofitable lines of business and to
close them down. The Committee note that the accounts
of the Store as at present kept do not indicate which of
the lines of business are profitable and which of them
are not. It will have to be examined how best the ac-
counts could be rationalised to make this information
available to the Management.

(iv) The datu at pages 40 and 41 of this Report would indi-
cate that control over the cash and stores transactions
is fax. As any slackness in this vegard could lead to
substantial leakage, the Management should exercise
closer supervision over these matters.

(v) The audit of the accounts of the Store has not Leen con-
ducted since 1965-66. This should be expeditiously
got done and appropriate action initiated on the Audi-
tor's observations.
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The Committee would like to be apprised of the action taken
by Government pursuant to these suggestions. They would also
like to be informed of the corrective action taken on the basis of the
findings of the statutory enquiry now under way and specific ine-
tances of irregulerities mentioned in Report.

The Committee regret that the Ministry of Irrigation and Power
have, despite reminders, failed to furnish information on some of
the points arising out of this case. The Committee would like to
impress on the Ministry the need to ensure that data called for by
the Committee is furnished expeditiously.

At this stage, the Committee would like to comment only on one
point arising out of the case. The contract with the firm executing
work on the Farraka Barrage provides for machinery purchased
by the firm out of foreign exchange released to them being pur-
chased by Governmen* at their option on the completion of the
word on mutually  agreed terms. In view of the unhappy ex-
perience of the contractor with some of the items of imported
machinery, the Committee hope that due vigilance will ke exer-
cised bv Government if they choose to avail themselves of the
option.
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