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INTRODUCTION

1. the Chairman of the Public Accounts Conunittee, having been 
authorised by the Committee to present on their behalf, present 
thia Thirtieth Report on the Audit Report on the Accounts of the 
Damodar Valley Corporation for the year 1957-58.

2. The Audit Report in question was laid on the Table of the 
House on the 29th August, 1959.

3. The Committee examined the Audit Report at their sittings 
held on the 28th, 30th and 31st March, 1960.

4. The Working Group constituted by the Committee on Damodar 
Valley Corporation Accounts considered the statement showing 
action taken or proposed to be taken pursuant to the recommenda
tions made in the earlier Reports of the Committee relating to the 
D. V. C. accounts at their sitting held on the 19th April, 1960. Their 
observations as adopted by the Committee have been embodied 
at appropriate places in the body of this Report.

5. A  brief record of the proceedings of each sitting of the Com
mittee has been maintained and forms part of the Report.

6. The Committee considered and approved this Report at their 
sitting held on the 28th April. 1960.

7. A  statement showing the summary of the main conclusions/ 
recommendations of the Committee has been appended to this 
Report (Appendix IV ). For facility of reference, these have been 
printed in italics in the body of the Report also.

8. The Committee place on record their appreciation of the 
assistance rendered to them in their examinati<m of these accounts 
by the Comptroller and Auditor General of Tndia

New Db j ii; UPENDRANATH BARMAN,
The 4th July, 1960. Chairman,
A$adha 18, 1882 (S ) Public Accounts Committee*
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GENERAL FINANCIAL BEVIEW OF THE EXFENDITURB OF 
THE PROJECT DURING THE YEAR 1957-58

The Damodar Valley Scheme which is a multi-purpoae project 
for the unified develc^ment of the Damodar River Valley aims at
(1) Flood Control; (2) Irrigation; (3) Generation and transmission

electricity; (4) I^timotion of all-the-year round navigation; (5) 
Promotion of affwestation and control of soil erosion in the Damodar 
Valley; and (6) the promoticm of public health and agricultural, 
industrial, economic and general well-being ot the pet^le in the 
Damodar Valley and its area of operation.

2. Pursuant to these objectives, a phased programme was worked 
-our. The present programme comprises o f : (i) four dams at 
Tllaiya, Konar, Maithon and Panchet Hill with a Hydro-dectric 
station attached to each (except in the case of Konar where the 
construction of the station has been deferred on financial grounds); 
(ii) a thermal power station at Bokaro with 200,000 K.W. ultimate 

capacity; (iii) a grid covering over 800 miles of transmission lines 
•and a number of sub-stations and receiving stations; and (iv ) an 
irrigation barrage at Durgapur with 1,550 miles of irrigation<cvm* 
navigation channels.

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

4. During and to the end of the year. 1957-58, the foUowing 
amounts were provided by the Participating Governments, as 
Capital required for execution of the projects undertaken by the 
Damodar Valley Corporation:—

During 1957-58 End of 1957-58 
Rs. Rs.

. •• 3^ 7,00,000 28,16,86,167
S U ' ‘ 9,3**oofioo 67»84,o3,633
«ovt. o f B ih a r ..................... 3,30,00,000 31,52,77.000

T otal .. 15,89,00,000 t>i7»53i66,8oo



5. Ih e  capital expenditure during and to the end of the yeatr
1957-58, on the main objects, viz.. Power, Irrigation and Flood 
Control is diown below:—

Obieccs During I9S7*S8 End of 1957-58̂

Rs. Rs.
9,a8,i9,275(a) 6i ,75,59,536(b>

litigation .. 3,95,70,810 3»,64.85,596
Flood Control 3,29,70,827 21,79,60,586

T otal 15,53,60,91* 1,16,20,05,718

(a) Includes a credit of Rs. 394* 15 lakhs on account of sale of 
power and a charge of Rs. 156*13 lakhs on account of 
direct working expenses of the Power System.

(b ) Includes a credit of Rs. 870:16 lakhs on account of sale of 
power and a charge of Rs. 499:28 lakhs on account of 
direct working expenses of the Power System.

The following projects were under construction: —

Maitiion
(Maithon Dam was opened in September, 1957 and one imit 

of Hyde) Plant was commissioned in November, 1957).
Panchet Hill.
Durgapur Barrage & Canals

(Barrage completed in April, 1955 and opened in August, 
1955, canals under constructicm).

Transmission and Distribution System.
Bokaro 4th Unit.
Durgapur Thermal Power Statiim.

Some residual works in connection with the Bokaro Thermal 
Power Station, Konar, TUaiya and Durgapur Barrage were continued 
during the yjar and a small expenditure was also incurred in connect 
ti<m with the Thermal Power Station at Chandr^nira.

Allocatum under Sections 33 and 34 of the D. V. C- Act—Paras 2 (b ) 
and (c) of Audit Report-^

6. The Dams at TUaiya, Konar, Maithon and Panchet Hill are 
intended to serve more thm one of the three principal (Objects of 
the Project. According to Section S3 of the Act, expenditure com* 
men to two or more of the main objects is required to be allocated 
to eadi o< the main objects in proportion to the expenditure whidi



•cecurding to the estimate of the corporation would have to be incur* 
xed aolely for that object.

7. As stated in para 22 of the 3rd Report of the Public Accounts 
Committee (Second Lok Sabha) this question was referred in: 
November, 1956 to an ad hoc Committee consisting of the r^resen- 
tatives of the D. V. C. and the participating Governments. This 
C<nnmittee which submitted their Report on 4th November, 1958, 
could not come to any agreed conclusion in regard to the allocation 
of cost of each dam under the three heads-flood control, irrigation 
and power. As the primary responsibility for the allocation of cost 
of dams is that of the D. V. C- the Corporation decided on 27th 
November, 1958 that the cost of each dam should be allocated 
separately and the storage capacity available for the three main 
objects should broadly be the basis for the allocation of cost. The 
Corporation adopted the new formula with effect from the accounts 
for 1958-59 and intimated accordingly to the participating Govern
ments on the 18th December, 1958.

8. In evidence, the Committee were informed that the Govern
ment of West Bengal had protested against the allocations made by 
the D. V. C. and requested the Central Government in June, 1959, 
to refer the matter to arbitration as provided in Section 49 of the 
D. V. C. Act. The Central Gov6<mment, after consulting the Minis> 
try of Law had made a reference about 3 months ago to the Govern
ment of Bihar inviting their comments on the proposal for arbitra
tion. No reply had, however, been received so far.

9. The decision in this cn ê has also held up the final allocation 
of the capital expenditure on irrigation between the State Govern
ments under Section 34 of the D. V. C. Act, according to which the 
divisible capital cost under “Irrigation" for both the States of Bihar 
and West Bengal would be shared by the State Governments in 
proportion to their guaranteed annual off-takes of water for agri- 
rultural puiposes. The Committee were informed that the cost 
allocated to the head 'Irrigation’ had been changed on the basis of 
the new formula laid down by the Corporation under Section 33 
of the D. V. C. Act. The Corporation also requested the State 
Govemmeats of West Bengal and Bihar <m lOth January, 19^ to 
review the position and to advise their final annual guaranteed off
take of water for re-allocation oi the divisible capital cost under 
“Irrigation” . However, the State Govemm«its had not yet ref^e^ 
t «  fhe Corporation in the matter despite repeated r^ninders.



10. The Committee tMmld lifee to refer to tikcir rccommcncwnon 
Tm vara IS of their 14th Report (Second Lok Sabha) and rciMraw 
tne imperative need ]or setting this question without funner 
4lcuq/>



UTILIZATION OP STORED WATER 
ZTtilitatkm oj water for irrigation purposes—para 12 of Audit Report,

pages 7-8—
11. The revised forecaBt of 1954 in respect of the irrigatioii deve- 

l<^nnent in the Lower Valley refnred to in the Audit pam had again
been revised in 1957 «s  under: 

Kharif (in acies) RaU (in acres)
1954 forecast 1957 forecast 1954 forecast 1957 forec

1956-57 2,00,000 45.000 20,000 • •

€957-58 4,00,000 75.000 50,000 m 9

1958-59 6,00,000 4,00,000 70,000 5,000

1959- ^ 8,00,000 6,00,000 1,00,090 20,000
1960-61 8,40,762 8,00,000 1,30/100 40.000
1961-62 8,40,762 JOJOOO
1963-64 • • 3,00,000 • •

1967-68 3fio/i00
The target for kharif irrigation for 1968-59 was again revised in 

1958 to 2,96,561 acres. Against this target, only 2̂ 29,393 acres were 
actually irrigated during that year. lU s  is exclusive of about 2*2 
lakh acres whidi rec^ved water from existing canals of the West 
Bengal Government which are also not included in the above targets.

12. No revenue had been realised by the Coxpcmtion but it had 
claimed Rs. 22,60,050 and Rs. 35,14,337 from the West Boigal Govern
ment for the areas irrigated during 1957 (3,06,005 acres) and 1958 
(4,45,951 acres) respectively. The claims w oe  stated to be under 
the consideraticm of the West Bengal Government

13. In a note (Appendix II) furnished by the Corporation to the 
Committee at their instance, it is reported that irrigation targets for 
1958-99 had to be revised «s  the progress of construction of the canal 
was slower than anticipated due to hard soU encountered in excavat
ing a stretch of the canals and other bottlenecks, namely, tran^iort. 
paucity of reliable contractors for minor works, non-av«ilability of 
kiln burnt bricks and of steel materials. In the Committee** opinion, 
frequgnt revision in the targets of construction and provision of irri
gation water is indicative of not only defective planning and insuffi' 
dent appreciation of the problems involved but olso of inadeqwtcy 
o f measures adopted to reach the targets.



14. H ie shortfall of irrigated acreage with reference to the revised 
target for 1958-59 has been explained by the CoiiKuration in its note 
as due to breaches in the canal banks, absence of minor distribu
taries in certain places, imauthorised cuts by villagers, etc. Tbe 
main difficulty in the way of ^ective and economic utilization of 
wator, according to the evidmce of the General Manager of tiie 
Corporation before the Committee was absence of field channels, a 
matter on which it had no control. Action in this regard lay with 
the Government of West Bengal. Althou^, that Government had 
passed necessary legislation (which took effect from February, 1959) 
for overcoming the di£Bculties, no executive action has yet been 
taken. This, in the view of the Corporation, might be due to a 
lacuna in the Act.

15. The Committee were surprised to know from the Secretary 
of the Ministry that he was seized of this difficulty only at the sitting

the Committee. They would urge that the Central Government 
should take up the matter with the State Government in regard to 
early excavation of field channels.

The Committee are also concerned at the non-realisation of irri
gation revenue all these years. If the matter is delayed further, 
the financial interests of the Corporation will be seriously jeopardised.

16. The Committee have pointed out in pora 7 (Introduction) 
and para 55 of their 14th Report (2nd Lok Sabha) that the partis 
cipating authorities have a responsibility to ensure that the objects 
for which the Corporation was set up are achieved. They, there- 
fore, stress the need for concerted efforts on the part of the parti- 
cipating authorities to ensure full and economic utilisation of irrimi- 
«ion facilities.



m
ENGINEERING. MACHINERY AND STORES 

Infruetuous expenditure in purchasing Recording tope—Pam  4 of
Audit Report, page 4.

17. 300 rolls of recording tape (paper) for automiatic recording 
of the proportion of concrete used in different stages of constructiwi 
were indented for by a Project Manager on 28th June, 1954, at 
an estimated cost of Rs. 34,600. This was for use in Blaw-knox 
Batching Plant already in operation. The indent was marked 
‘immediate* and a particular Rrm w«s named as the supplier. Tlie 
Purchase Departm^it obtained a quotation from this firm on 5th 
July, 1954 At the instance of the Chief Engines seven other firms 
were contacted but only one of them quoted for the tape; this was 
not also upto specification. Orders were, therefore, placed with the 
first firm (named by the indentor) on 30th September, 1954. The 
supply was received in November, 1955 and it could not be used at 
Maithon. It was subsequently utilised at Panchet in November,
1957, but due to defective quality of the recording ink, the tape did 
not record readings satisfactorily and gave incorrect data.

18. The CommiUee were informed in evidence that the reasons 
for the delay of more than a year in getting the tape (marked 
‘immediate’ in June 1954) was due to the delay in the foreign firm 
getting the necessary import licence. Initially there was some mis
understanding on the part of the firm who thought that the store 
was covcred by Open General Licence. As oral enquiries made by 
the firm did not elicit any reply the firm made a reference in writing 
to the Customs Office in Calcutta in January, 1955 who replied on 
25th March, 1955 that the store was not covered by Open General 
Licence. The import licence was ultimately received by the firm 
on the 16th May, 1955. The dock strike in London accounted for a 
further d^ay of three months in its shipment, which was beyond 
the control of the firm.

19. The Committee feel that there has been tack of proper plann
ing on the part of the Corporation in this cate. Not only was there 
a delay of 3 months in plaeing the order for an item of store required 
'immediately* but no timely oction tmis taken to get the mpplies 
^tiiefcly.



CoMtructkm Pkmt and Machinery—Idle toorfctng hour*, etc.—Pant 
6 of Audit Report—page 4—

20. The actual working hours of about 100 madiines used on the 
Panchet Hill Project during tiie period trom March, 1956 to March 
1858 were only 18% of the basic schedule hours. The percentage 
had gone down further to 8*09 during the period from April, 1958 
to March, 1959.

21. The Committee were informed in evidence that out of the 
120 earth moving machines at Panchet, 83 machines had been brought 
over from Maithon when they were 3 or 4 years old. Further, most 
of the machines could not be put to use during the monsoons. More
over in some cases, due to the break down of one machine some 
other connected machines also had to stand idle till it was put in 
order. In reply to a question whether in working the basic schedule 
hours, all these factors were not taken into consideration, the repre- 
soitative of the Corporation stated that according to the formula 
givoi by the Plant and Machinery Committee the basic schedule 
hours were calculated on the basis of each machine working for 18 
hours per day for two shifts and on 26 days per month. The Com
mittee dmibt the purpose of such calculations if they are not realistic.

22. To examine the matter further the Committee desired to be 
furnished with a detailed note regarding the b<ui« on which the basic 
schedule hours for the machines used on the Panchet HUl Project 
were worked out, the reasons for low utilisation of these machines 
and the percentage utilisation of the labour employed to operate 
tfiese machines during 1957-58 and 1958-59. This information is 
still awaited.

Unsatisfactory state of accounts—Para 10 of Audit Report, page 7—

23. During tiie period from May, 1954 to April, 1957, 240 new 
tyres and 185 uew tubes were received in a Motor Workshop from 
the Centml Stores. H ie examination of the detailed stat^ents in 
reapect of 78 tyres and 60 tubes sent to Audit by Project authorities 
in May, 1959 disclosed that whereas in a majority of cases no job 
registers and machinery log books were maintained, in other cases 
the entries appeared to have been made subsequMitly.

24. It was vdmitted by tiie representative of the Corporation that 
in tikis caae job cards «te. were not maintained properly. It was. 
however, stated in extenuatimi that on the basis of the records then 
maintained all the tjrres and tubes had been accounted for. Neeessarjr 
gaeordi were now baliig mainMnad properly.



28. Tht Committee need hardly emphatiBe the importance of the 
maintenance of proper accounts to exerdae efficient control over the 
coet of repairs of vehicles. They trust that this will he strictlyi 
fdOowed in future.

Ovefpayment to a supplier—para 33 of Audit Report, page 22—

26. In February, 1952, orders for the supply of 5 Noe. Euclid 
Bottom Dumps were placed on a supplier who had quoted a rate 
of Rs. l,65,000/> per unit f.o.r. Calcutta. This price was based on 
the f.o.b. Cleveland price of $ 25,290 (Rs. 1.21,392), ocean freight
I  3,400 (Rs. 16,320/-) and Customs duty Rs. 17,784/- per unit i.e., 
Rs. 1,55,496/- plus a profit element of Rs. 9,504/- to the supplier. 
The purchase order contained an escalation clause, viz., that tht> 
diange in f.o.b. Cleveland price would be limited to 5 per cent 
either way but full escalation would apply to any increase in the 
ocean freight and customs duty.

The manufacturer’s invoice showed the basic price for the units 
to be $ 1,26,450 (Rs. 6,06,960/-) which figure included $ 10,116 
(Rs. 48,556.80) as distributor’s discount and $ 5,816.70 (Rs. 27,920.16) 
as additional cash discount. The net price for the 5 Dumps as per 
invoice was, therefore, $ 1,10,517.30 (Rs. 5,30.483.04) only against the 
gross figure of $ 1,26,450 (Rs. 6,06,960/-) as shown in the invoice. As 
it was clear from the manufacturer’s invoice that f.o.b. Cleveland 
price quoted originally by the supplier was not the net figure of cost 
to him. Audit felt that the payment to the supplier should have 
been based on the net f.o.b. price as invoiced by the manufacturers 
as otherwise the supplier would get a hidden profit of Rs. 76,476.96 
(Rs. 6,06,960/- minus Rs. 5,30,483.04). The Corporation, however, 
made payment on the basis of the gross price.

27. In evidoice, it was stated by the representative of the 
Corporation that as the gross f.o.b. price invoiced by the manufac
turers was the same as quoted by the supplier in his tender, which 
had been accepted by the Corporati<Mi, it was thought that the pay
ment would have to be made on that basis. It was also stated that the 
amount of Rs. 9,504/- (which had not been shown separately in the 
invoice) was not considered by the Corporation to be a second item 
of profit, but a rate charged for certain services rendered by the 
aupplier. It was, however, pointed out by Audit that the D.G.S. ft D. 
to whom a reference was made in the matter held the view that 
the payment diould be made at the price invoiced by the principals 
to the Ann in India (exdusive of any rebate, c«nmission, discount, 
etc.). I f  the tupfdiylng firm had included its commission in the ta b . 
price quoted by It wlthoist disclosing it and even if there had been



VO chan^ in the price invoiced, the final price diown in the invoice 
■JiMwid be less by the amount of commisgioa.

as. The Committee feel that in accordance with the procedure 
foOoioed by the D.G.S. & D. in this regard, the basis of paiyment tot 
ifce supplier should have been the net /.o.b, price as invoiced by the 
'manufacturers (i.e, exclusive of rebate, commission, discount, etc.), 
instead of the gross /.o.b. price.

29. The Conunittee enquired whether the {nracedure followed by 
the D.G.& & D. in this behalf was also being followed by the Corpora- 
tfon now. They were informed that it was not so, but that the matter 
would have to be discussed in detail with the Ministry of Works, 
Housing and Supply. The Committee desire that in the interest of 
■uniformity, an early decision should be taken in the matter.

.Loss of a jeep—para 36 of Audit Report—pages 23-23—

30. In December, 1950, the Corporation purchased a jeep for
Bo. 12,246/- and allotted it for the exclusive use of a Central Gov
ernment Officer, attached to the Corporation. The car which had 
been covered by a risk note for Rs. 11,252 with an Insurance Com
pany against all risks, including loss by theft, was stolen from the 
■oflScer's residence in October, 1951 by which time a policy had not 
been issued. In November, 1951 the Insurance Company offered to 
pay Rs. 9,564/- (i.e., Rs. 11,252/- as mentioned in the cover note less 
15% as depreciation). The Corporation, however, claimed Rs.
12,246/- mentioned in the proposal form submitted subsequent to 
the theft by the Corporation in Novemebr, 1951. Before a settle
ment was reached the car was seized by the Police in December. 
1951 and the suspected thief prosecuted in June, 1952. In October,
1953, an agreement was reached between the Corporation and the 
Insurance Company whereby the former undertook to apply to the 
Pcdice Magistrate for the return of the jeep to th«n and the 
Inaurance Company undertook to bear the cost of such repairs to 
ilie  car as were certified to be necessary by their surveyors. The 
'Coipmration solicitor, however, had advised in December, 1952 that 
wbile the Corporati<m could claim the full insured vdue from the 
bsurance Company they could claim only the cost of repairs if 
lliey took the car back. The Jeep was made over to the Corporation 
in July, 1954 by the Police, but it was returned to them in April, 1955, 
wuier the direction of the H i^  Court in March, 1955, following a 
■Criminal Revision Petition by the accused pending final court orders.

The Corpontion, on legal advice, dedded not to file a petition to 
the Court and in Mmr. 1995, wrote to the binirance Company that 
Hw Jeep Car had been totally lost and the Company was UaUe to

10



make good the loss. The Company repudiated the liability for totd 
loss, contending that their liability was limited to repairs as per the 
agreement of October, 1953. The matter was then referred to arbi
tration. (Each party nominated an Arbitrator who appointed an 
Umpire). The finding of the Umpire (in July, 1957) was that the 
Corporation was not entitled to recover any sum at all in respect of 
its claim against the Insurance Company and each party diould 
bear its own cost.

In July, 1958, the Corporation sanctioned the write-off of a sum 
of Rs. 12,246/- being the original cost of the Jeep and accessories. 
The cost of legal and arbitration proceedings borne by the Corpora
tion amounted to Rs. 14,166.

31. It was admitted in evidence that the case could have been 
handled in a more businesslike manner. The Committee trust that 
the Corporation will emnire that such cases do not recur.

11
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FINANCIAL IRREGULARITIES AND INFRUCTUOUS 
EXPENDITURE

Negotiation after receipt of open tenders—para 13 of Audit Report, 
pages 8-9

32. Tenders were received on August 18, 1955 by a Project 
Manager for two works, viz., construction of lock and bridge with 
exit channel at chainage (A ) and at chainage (B ).

The lowest tenders for the works costing Rs. 7,63,639/- and Rs. 
7,50,268/- respectively were submitted by the same contractor. 
'\^ile the tenders were under disposal, the fourth lowest tenderer 
for the work (A ), who had not tendered for (B ), offered to reduce 
his rate by 3%. This reduction brought down his offer to Rs. 7,63,501/- 
and he, therefore, became the lowest tenderer for work 
(A ). On 4-10-1955 the Project Manager requested the Corporation’s 
approval for awarding the work (A ) to this contractor (fourth low
est tenderer) at his reduced rates and the other work (B ) to the 
tenderer whose quotation was the lowest for both the works. The 
Corporation, however, did not see sufficient grounds for rejecting 
the lowest tender as that firm was reported to be working satisfac
torily. It, therefore, decided on 14-10-1955 that if the Project 
Manager preferred to give only work (B) to the lowest tenderer, 
negotiations should be conducted with all dependable contractors 
who had quoted for the work at (A ) in view of the large value of 
the contract. The Project Manager accordingly negotiated with 
five of the tenderers who had quoted rates higher than the fourth 
lowest t^derer, but the lowest, the second and the third lowest 
were not invited for negotiations.

33. Explaining why the Project Manager did not negotiate with 
the first three lowest tenderers, it has been stated by the Corpora
tion in a note (Appendix III) submitted to the Committee that the 
Project Manager considered that it would be advisable to allot only 
one work to the lowest tenderer but did not furnish any reasons in 
support. The third lowest tenderer was not considered suitable by 
him; but he did not state precisely why the second lowest tenderer 
was not called in for negotiations when he sought the approval of 
the Corporation. In his view, the fourth lowest tenderer apart from 
his becoming the lowest tenderer for work (A ) as a result of his 
<rffer to reduce his rates, was a qualified engineer. The quality of

IV
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his work would, therefore, be much better. Later at a meeting 
both the Project Manager and the Additional Chief Engineer fejt 
that one work should be awarded to the fourth lowest tenderer 
he was definitely more competent. The Corporation thought it 
would be desirable to award work (A ) to the fourth lowest tender
er, a firm with engineering qualifications, as such a course would 
relieve its supervisory staff (the Corporation was also reported to 
be short of technical personnel) of a good deal of work in explain
ing drawings, layout plans, etc. Accordingly, the Corporation decided 
unanimously in November 1955 to confirm the action of the Project 
Manager.

34. As regards the non-imposing of penalty on the contractor for 
not completing the work (A ) In time, the Committee were informed 
that the delay was to a large extent due to circumstances beyond 
his control. The work was paid for at the stipulated rates and 
there was no additional expenditure to the Corporation. The other 
contractor (lowest) did not complete the work (B ) in time and as 
dewatering work was undertaken by the Corporation, penalty was 
imposed on him under clause 2 of the contract.

35. The Committee hav>e no hesitation to observe that the proce
dure followed in the matter of awarding contracts in this case was 
objectionable and cut across the principle of competitive tendering.

Avoidable extra^expenditurc due to enhancement of rates, para 14 
of Audit Report, pags 9—

36. In July, 1952. tenders were invited for the supply inter alia 
of 15,00,000 eft. of boulders for the Durgapur Barrage. The lowest 
offer of Rs. 39/6 - per 9rcft. made by two tenderers A  & B, for the 
supply of 5,00,000 eft. and 2.00,000 eft. respectively was accepted on 
22-9-1952. Orders for the supply of the remaining quantity of
8,00,000 eft. boulders were issued on 22-9-1952 to the next higher 
tenderer at Rs. 44/8/- per %cft. After supplying 60,879 oft. and 
40,681 eft. respectively the contractors A  and B petitioned the Engi- 
neer-in-Charge for a higher rate on 11-5-1953 representing that whUe 
submitting their tenders, their experts assured them that the stone 
locally available would be breakable by manual labour, but after 
breaking about 25,000 eft. the quarry appeared to be of hard granite 
requiring blasting. Instead of taking action under clauses 2 and 3 of 
the contracts for failure on the part of the contractors to supply 
the contracted materials, the Engineer-in-Charge sanctioned on 
6-7-1953 that “as surface boulders are not available”, blasted bould
ers might be paid for @ Rs. 44/8/- per %  eft. (i.e. at Rs. 5(2i- h i^ er 
than the original rate) for the balance of the contract^ supply. 
Supplementary Agreements were accordingly entered into with both 
of these contractors on 24th September. 1953. At the



rate, contractor A  supplied 3,59,705 eft- and «mtractor B, 1,61,173 eft. 
resulting in an extra payment of Rs. 26,694/-. The specification 
attached to the tender notice contemplated the possibility of blast
ing operations.

37. It was explained to the Committee by the Secretary of the 
Corporation that in September, 1952 the Engineer-in-Charge wrote 
to the Corporation that “the rates of ‘A ’ and ‘B’ are lower, as the 
contractors would collect boulders from the surface, but such sup
ply is limited”. He proposed for a fixed rate so that further sup
plies, if available, could be had without delay. The Corporation 
agreed that for blasted boulders a rate of Rs. 44/8/- could be given. 
Subsequently, in May, 1953, the tenderers ‘A ’ and ‘B’ requested the 
Engineer-in-Charge for revision of rates as they had to undertake 
blasting work and he granted their request. To a question as to 
whether the third tenderer indicated that he would have to imder- 
take blasting operations, the reply was in the negative. It was 
therefore, a matter of inference from the Engineer’s letter referred 
to above that the third tenderer had to do blasting work.

38. The Committee are not satisfied with the explanations. None 
of the tenderers had specified in their tenders so to whether they 
would supply from the surface quarries or by blasting operations. 
Nor was there any evidence to show that the quarries were ear
marked for surface collection by ‘A* and ‘B* and collection by blast
ing operations by the third firm. Therefore, the Committee have 
found no basis for the presumption made that tenderers ‘A ’ and ‘B’ 
would have incurred losses if they were to complete supplies at the 
rati contracted for (Rs. 39-6-0 per %  eft.). In the opinion of the Com
mittee action on the part of the Enginser-in-Charge to enhance the 
rate of supplies to Rs. 44. 8/- per % eft. on his own authority was 
questionable. They understand that where a contractor incurs los
ses, the normal procedure is to compensate him to the extent Off 
actual losses suffered by him after scrutiny of his accounts and pro
vided he had exercised due prudence and care in execution of the 
eonxract. The Committee regret that an arbitrary departure from 
this procedu:e was made in this case.

Irregularities in awarding a contract, para 25, pages 14—17—
39. On 3-11-1956 limited quotations were called for from six 

firms for driving and installing, 814 Nos. of 18 R.C.C. piles together 
with pile capping etc. in connection with pile foundation work for 
«  Thermal Power Station. It was stipulated that **the scope of work 
diown in these drawings constitutes approximately 50 per cent of 
die total work. The owner reserves the r i^ t  to award the remain
ing soope of work to the successful bidder on the same price and 
terms". It was also provided that the contractors should indicate
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unit prices for additions and deductions in the length of piling whidi 
was based on assumed length of 40 feet, on the strmgth of boring 
tests carried out by the Corporation. Only two quotations were 
received and the lower one for Jls. 5,76,130/- was accepted on 
27-12-1956.

Later, in February, 1957, owing to a change in the «a c t  location 
of the Power Plant twelve trial borings were carried out which re
vealed that the average depth upto which these piles could be driven 
was only 24 feet from the ground level. Thus though the length of 
the piles to be driven would be considerably less than what was 
originally estimated in the tender papers, the work order was issued 
on 1-3-1957, and the contract was signed on 13-5-1957.

Subsequent progress in the work of driving and installing 814 
piles showed that the average depth upto which these 814 piles were 
driven worked out to about 13* 2 feet only. In spite of this the con
tractor was asked on 31-5-1957 to carry out the remaining portion 
of the work at the old rates and terms. In all 1,858 Nos. of piles 
were driven and installed at a total payment of Rs. 6,44,595.04 to the 
contractor.

The original quotation was on the basis that 74,320 lif t  (1858+40) 
would be driven and installed but actual work turned out to be
22,949 Lit. only. The average length per pile driven and installed 
thus came to 12.4 feet.

The cost of driving and instaUing the pile worked out to 
Rs. 28|1|- per Lft. against the contractor’s quotations of Rs. 12|8 {* 
(Rs. 500 for 40 ft.) and Rs. ll|8j- (Rs. 460 for 40 ft.) per Lft.

40. It was explained to the Committee that as die work was of a 
h i^ ly  specialised nature undertaken by only about half a dozen 
firms in India, tender enquiries were coniined to them. Out of the 
two firms who responded, the offer of the lowest tenderer was 
accepted. Nevertheless the Committee feel that open tenders could 
and should have been invited to secure effective competition. It utas 
bnmght to their notice by the Comptroller and Auditor General that 
in this case for a work estimated to cost Rs. 14 lakhs the notice 
allowed to the intending tenderers to give their quotations was only 
12 days. The Committee see little justification for this haste.

41. As regards reasons for not inviting fresh tenders when it was 
known that the piles would not have to be driven as deep as origin
ally anticipated, the Secretary of the Ccsporation stated that with 
the issue and acceptance of the letter of intent, a legal commitment 
had been made. Further, the original tender provided for varfations 
and consequent rebate/additional expenditure in case the pOes were 
to be driven less/more de^.
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42. The Committee find it difficult to accept this plea. They feel 
that with the change of location of the Power Station and consequent 
reduction in the assumed length of piles the circumstances had 
materially changed and as such withdrawal of the letter of intent 
could he legally and morally justified. It is unfortunate that legal 
opinion was not obtained at that time, especially when the financial 
stakes on the basis of drastic reduction in the assumed length of 
piles were considerable. Again no disability attached to the Corpo
ration for inviting fresh tenders for the work (1044 numbers of piles) 
not originally contracted for. It was stated in evidence that it could 
not he presumed that cheaper offers would have been received there
by. The Committee are of opinion that as the work had become 
comparatively easy there was every likelihood of more firms coming 
forward for the same or the existing contractors reducing their rates, 
had the Corporation cared to take such action.

Extra-expenditure in despatching coal by railway wagons. Para 27 
of j4udit Report, pages 17-18—

43. A contract for raising coal ctc. from the Bermo Mines for two 
years from 6-2-1954 was executed on 5th April. 1954. Although 
according to the agreement the contractor was expected to deliver 
the coal into the grovmd hopper of the aerial ropeway bimker, he 
actually used to deliver the coal into the railway wagons before the 
aerial ropeway was commissioned. After the ropeway was brought 
into use in July 1954 with the installation of one bunker, the contrac
tor continued to deliver coal partly into the railway wagons and 
partly into the ground hopper of the aerial ropeway bunker. Between 
August and December, 1954, 27,128 tons 8 cwt. of coal were transport, 
ed through railway wagons at an approximate cost of Rs. 70,149 (rate 
Rs. 2*586 per ton) against the equivalent cost of Rs. 9,549 (rate 
Rs. 0.352 per ton) by the ropeway, resulting in an avoidable expen
diture of Rs. 60,600.

44. It was urged before the Committee that one aerial ropeway 
bunker was available which was utilised fully; some quantity of 
coal had perforce to be despatched by rail in order to meet the re- 
quiremoits of the Power Station. The Committee arre, however, not 
convinced by this explanation inasmuch as it was admitted that from 
August, 1954, the Mines Manager, D.V.C. repeatedly asked the coal 
raising contractor to deliver sufficient qtiantity of coal in the ground 
hopper of the aerial ropeway bunker, but the contractor pleaded his 
inability for want of a sufficient number of tubs for the purpose. 
Hiere was also no contemporaneous record to show that the rope
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way bunker could not take in more coal than was being handled by 
it at the time.

45. The Committee deplore the tendency to controvert fact* 
stated in the Audit Report when they are examining the accounts 
and the Audit Reports and taking evidence. They would invite 
attention in this connection to the observations contained in para 37 
of their First Report ( 1st Lok Sabha) and para 6 (Introduction) 
of their 25th Report, Vol. I and stress that all explanations and 
factual data must be furnished to Audit within the time allowed for 
furnishing comments on the draft audit paragraph. If further facts 
come to notice later they should also be intimated to Audit for due 
verification and posting the Committee with up-to-date information 
at the time of examination by them.

Short recovery of discount—para 34 of Audit Report, page 22—

46. A firm agreed to allow cash discount to the Corporation on 
each purchase order placed on the former, for the spares of certain 
equipment, at the rate of 5 per cent on the first one lakh of rupees 
worth of order, 10 per cent on the next nine lakhs and 12i  per cent 
on all additional purchases. An Indenting Officer placed several 
piecemeal indents aggregating Rs. 4.20,992/- from July, 1953 to 
November, 1953 instead of bulking them for six months as required 
under the directives issued by the Corporation from time to time. 
Separate purchase orders were also issued in each case, and addi> 
tional discount to the extent of Rs. 11,516/- was lost thereby. 
Similarly, four other indents by the same Officer aggregating 
Rs. 3,76,904/- were followed by four separate orders on the firm 
between 20th May, and 25th June, 1953, resulting in a further loss 
of discount of Rs. 7,6001-.

47. In extenuation, it was stated by the representative of the 
Corporation that the indents for spares in this case were received 
from the Heavy Repairs Workshop. Maithon for carrying out repairs 
to machines received there from time to time during the construction 
stage of the- Project. In order to avoid delay in the repairs work, 
the indenting officer placed indents for spares, as and when required, 
instead of bulking them for six months, as required by the directives 
o f the Corporation. In two cases, however, it was admitted, two 
indents bearing the same date were received from the same indent
ing officer. While in one case, one of the indents being of an emer
gent nature was'kept separate from the other indent, there was 
nothing on record to justify the placing of two separate indents in 
the other case. The officer’s explanation, however, could not be 
obtained as he had retired a long time ago. In refdy to a, question.
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it was stated that instructions had again been issued by the Corpo
ration for the placing of indents after set intervals except in emer-̂  
gm t cases.

48. The Committee regret that due regard was not shown by the- 
officers of the Corporation to its directives in respect of hulking of 
indents. They desire that the Corporation should impress on the 
officers in charge of placing indents the need for observing the first 
and important canon of financial propriety, viz., the same vigilance 
should be exercised by every public officer in respect of expenditure 
incurred from public moneys as a person of ordinary prudence would, 
exercise in respect of expenditure of his oum money.
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GENERAL

Extra expenditure in the shape of bonus—jmra 9 of Audit Report^
pages 5*6—

49. On 27-3-1957 the Corporation took a decision that certain Hems 
of work, including mainly ( 1) Earth Dam 14*50 lakhs cyds. and
(2) Concrete work 44,530, cyds. should be completed before lOtk 
June, 1957 and that to achieve this an incentive bonus should be
to the personnel (including supervisory staff) employed on the wocks 
and on ancillary services. The amount actually paid as bonus was 
Rs. 2,22,876/-. The need for paying the incentive bonus was ques
tioned by Audit as according to the rate of average monthly pro
gress of work during November, 1956 to February, 1957 (when there 
was no incentive bonus) the Concrete work would have been cmn- 
pleted before the target date of 10th June, 1957, and the balance of 
earth work remaining to be completed would have been only about 
10 per cent of the scheduled quantity. The Corporation explained 
to Audit that the average maintained in the earlier and cooler part 
of the working season rapidly fell in the later and warmer part, 
because of interruptions by rains and lower output of labour due 
to excessive heat, higher lift and curtailed working space on the dam 
and fall in the overall efficiency of mechanical equipment, due to 
fatigue and strain. They, therefore, maintained that had incentive 
bonus not been allowed, the target could not have been adiieved. 
It was, however, admitted that, in working out the monthly targets 
of outturn, no decline in output in the summar months had been 
provided in the project calculations.

50. The representative of the Corporation stated in evidence that 
as a result of this bonus the output during the summer mooths o f 
March to June, 1957 was 8*72 lakh cyds. as against 4*43 lakh cyds. 
during March, 1956 to mid-June, 19M and 7*20 lakh cyds. during 
November 1956 to February, 1957. Thus as a result of this bonus the 
output instead of decreasing during the summer months as compered 
to winter months, as in the previous year, had registered an increase 
of about 1'50 lakh cyds.

51. The Committee were, however, informed that in addition to 
the bonus, over-time allowance amounting to Rs. 14,000 was alao 
granted during 1957 to personnel employed in mechanical and other 
workshops who were entitled to this allowance under the Factories
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Act. No account was also taken of certain additional machines 
which were transferred to Panchet in April, 1957.

52. The Committee feel that whUe working out the scheme for 
bonus and fixing the target date for the completion of work, all the 
relevant factors should have been taken into consideration.

Premature purchase of Cutters—Infructuous Expenditure—para 32 
of Audit Report, pages 21-22—

53. Two hulls of old cutters (small boats), viz., “Heron” and 
*‘Osprey*’ were purchased from the Director General, Supplies and 
X>iq[>o5als, in September, 1953 for Rs. 2,000/- and Rs. 800/- respective
ly for the Barrage and Irrigation Department and the Maithon Pro
ject to be used on (i) periodical verification of Navigation Canals, 
(ii) observation of the soundings at the Barrage, and (iii) removing 
stranded people during floods.

The boats were taken to the Ultadanga Canal for renovation. 
The “Heron” was renovated in July, 1955, but has not yet been 
brought into use. An expenditure of Rs. 20,000/- was incurred on 
this Cutter by the end of 1957-58 <i.e., purchase price Rs. 2,000/-, 
cost of repairs including accessories Rs. 10,800/-, demurrage and 
toll and other charges Rs. 3,200/-, pay of Serang and Lasker 
Rs. 4,000/-). A  further expenditure of Rs. 3.268/- was incurred 
till the end of August, 1959.

The “Osprey” involved an expenditure upto 14th July, 1958, of 
Rs. 17,000/- approximately (i.e., purchase price Rs. 800/-, renovation 
diarges Rs. 13,000/- and demurrage and toll charges, etc. 
Rs. 3 ,^ / -). The boat was transferred to Maithon only in July, 1958.

54. The Committee enquired about the justification of the pur- 
diase of the hulls despite the advice of the Financial Adviser to 
the contrary. It was stated by the representative of the Corpora- 
tioa that as the price of the hulls was very low and the Chief 
Engineer-in-Charge, Barrage and Irrigation thou^t that a launch 
would be required for inspection of navigation canals, observation 
of soundings upstream and downstream, etc., it was decided to 
purdiase the hulls to make use of them not m ly for the Intended 
pmposes later on but also during the construction period.

96, As regards the delay in the commissioning of the boats, it 
wm, stated tliat one of the boats which was proposed to be used 
at Duffspur for the inspection of navigation canal could not be 
amuntefoned as there was not sufBcient water all the year round



In the Durgapiir Barrage Pool till last year. The delay in the com
missioning of the other boat was ascribed mainly to difficulties in 
the procurement of marine-engine and other parts required for its 
renovaticm. ‘

56. The Committee are not convinced by the explanations ojfer^ 
ed by the Corporation. They feel that the purchase of the hulls 
long before they were actually required for use was not justified. 
They are concerned that the advice of the Financial Adviser against 
this purchase, which was given duly taking into account the opinion 
of technical officers, did not receive the attention it deserved. 
Further, the Committee find it difficult to understand why im» 
medfafe steps were not taken by the Corporation to remove the 
boats from the Ultadanga Canal after these had been renovated, 
and to moor them at a place where demurrage charges would not 
have been payable. They also do not find any justification for the 
employment of the Serang and Lasker for the boat "Heron", when 
it was not put to any use.
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OUTSTANDING RECOMMENDATIONS

57. The Committee now proceed to deal with some of the im
portant items outstanding from their previous Reports; others have 
beoi referred to in Appendix I of the Report.

Purchase of Transmission Towers, paras 55—58 of 3rd Report 
(Second Lok Sabha) —

58. In this case which related to the purchase of Transmission 
Idne Towers, the supplying firm had been paid inter alia a sum of 
Rs. 1^945 imder price variation clause in respect of steel drawn 
upto 15th December 1956, including Rs. 24,684 on account of price 
variation which took place after the due date of delivery triz., 30th 
Jime, 1956.

59. The Committee (1957-58) had observed that as the contractor 
had defaulted in adhering to the date of completion, that circums
tance would justify the imposition of penalty or liquidated damages 
but cannot confer on him a right to claim payments which he could 
not have claimed if he had fulfilled the contract in time. They 
wanted to be- informed of the extent of the penalty imposed on the 
firm and also of the recovery of the overpayment on account of 
price variation.

60. In a note submitted to the Committee (Appendix I, annexure 
I) it has been stated that according to the opinion of the Additional 
Solicitor General obtained by the Ministry of Law the parties had 
contemplated that the price variation clause might apply in respect 
of goods delivered after the stipulated period and, therefore, this 
clause would apply in respect of such goods. (Though this <^inlon 
was actually obtained in connection with another case, in the opl> 
nion of the Ministry of Law, the conclusions arrived at hold good 
in the preseat case also).

61. The Committee feel that this ambiguity could have been 
avoided had the extension been granted to the firm on the explicit 
condition that the price variation clause would not apply in respect 
of supplies made after the due date. They witt also like to he in- 
formed as to why no penalty could be imposed on the firm for not 
adhering to the date origimdly scheduled for completion of sup. 
pUes.

VI
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Execution of works without entervng into agreement wtth th*
contractors, para 90 of Third Report (Second Lok Sabha) —

62. This case related to the construction of some staff quarters 
at Durgapur estimated to cost about Rs. 6 lakhs, which was entrus
ted to two contractors without executing any written agreement 
beforehand. The Committee had adversely commented upon this 
«ase in para 24 of their 18th Report (First Lok Sabha). The Com
mittee were informed that one of the two contractors who had put 
in some extra claims refused to sign the agreement and the matter 
had, therefore, gone up for arbitration.

63. From a note submitted to the Committee (Appendix I, an- 
nexure II) they find that as a result of the award of the arbitrator the 
Corporation had to pay a sum of Rs. 1,10,698-14-0 to the cmitractor. 
The Committee reiterate their earlier recommendation that save in 
exceptional circumstances no work of any kind should "be commence 
■ed without the prior execution of the contract documents. They 
trust that this will be strictly followed in future.

Purchase of Anderson concrete mixer, paras 86—89 of 14th Report
(Second Lok Sabha) —

64. In this case Rs- 5,946/- being the value of one Anderson 
Concrete Mixer were written off as it was found tmserviceable and 
beyond economic repairs. It had not been used since its procure
ment in 1950. The Committee (1958-59) adversely commented upon 
this case in paras 88 and 89 of their 14th Report (Second Lok 
Sabha).

65. The Committee are not satis^ed with the explanations fur
nished by the Corporation in this matter (Appendix I, annexure 
VIH). They regret to note that there had been considerable slack* 
ness on the part of various officials concerned who dealt with this 
matter resulting in avoidable loss to the Corporation.

Non-imposition of Penalty, paras 9(^93 of 14th Report . Second
Lok Sabha)—

66. In para 93 of their 14th Report (Second Lok Sabha) the 
Committee commented upon the waiving of penalty by the Cor
poration for delay in payment of dues by the consumers sup|riy 
o f power. The Committee were then informed that the Corpora
tion was cmitidering a proposal to introduce a rebate system for 
payment by a specilled date on the lines similar to that in force in 
the Calcutta Electric Supply Corporation instead of the present 
^jrstem of penalty.



67. In a note submitted to the Committee (Appendix I, S. No. 33) 
it has, however, been stated that as ascertained from the Calcutta 
Electric Supply Corporation no rebate is allowed to craisumers with 
H i^  Tension supplies for payment of their bills by the due date 
and no financial penalty is imposed if such bills are paid after the 
due date. If the bills are not paid by the due date action is taken 
under section 24 of the Indian Electricity Act, 1910 which provides 
that the consumer is liable to discontinuance of supply if he neg
lects to pay the bills of the suppliers. The idea of allowing a rebate 
for payment by a specified date has, therefore, been given up by 
the Corporation.

68. The Committee are of opinion that as the agreement by the 
Corporation with the consumers for the supply of power expressly 
provides that the defaulting consumers should poy a surcharge of 
one per cent per month from the due date of payment of the monthly 
bill for power supplied, the Corporation should in future strictly 
enforce the provisions of penalty for the non-payment of bills by 
due dates.
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PROCEEDINGS OP THE nFTY-SEVENTH SITTING OF TH * 
PUBLIC ACCOUNTS COMMITTEE HELD ON MONDAY, THE

28TH MARCH, 1960

69. The Committee sat from 15.00 to 17.00 hours.
PRESENT

Shri Upendranath Barman—Chairman

M embers

2. Shri T. Manaen
3. Pandit Jwala Prasad Jyotishi
4. Shri Shamrao Vishnu Parulekar
5. Shri Radha Raman
6. Shri Rameshwar Sahu
7. Shri T. R. Neswi
8. Shri T. Sanganna
9. Shri Jaipal S in^

10. Shri Amolakh Chand
11. Rajkumari Amrit Kaur
12. Shri Rohit Manushankar Dave
13. Shri T. R. Deogirikar
14. Shri Jaswant Singh.

Shri A. K. Chanda—Comptroller and Auditor General 
M ia .

Shri G. S. Rau—Additional Deputy Comptroller and AiMtor 
General.

Shri D. A. Qadri—ildditional Accountant General, West 
Bengal (DVC).

Secretariat 

Shri Y. P. Passi—Under Secretary.

W itnesses

Ministry of Irrigation and Power 
Shri T. Sivvsankar—Secretary.

897 (AU) LS-S.
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Damodar VdOey Corporation
Shri S. TjiII—Chairman.
Shri U. K. Ghosal—General Manager and Secretary.
Shri V. G. Kamath—Financial Advieer.
Shri B. Parthasarathy—CHte/ Engineer (Civil).
Shri K. Subramaniam—Commercial Engineer.
Ministry of Finance (Department of Expenditure)
Shri S. Vohra—Joint Secretary.

Ministry of Finance (Department of E. A.)
Shri A. R. Shirali—Additional Budget Officer,

Audit Re|H»rt on the Accounts of the Damodar Valley Corporatiea
for 1957-58.

Allocation under Section 32—Para 2(a), Page 2—

70. According to Audit para the question of inter-Govemmental 
allocation of expenditure on soil conservation, afforestation and other 
developmental activities under Section 12(e) and (f) of the D.V.C. 
Act was still under consideration. Explaining the latest position 
the representative of the Ministry of Irrigation and Power stated 
that in the light of the statements of the case prepared by the State 
Governments of West Bengal and Bihar the matter was again 
referred to the Attorney General who reiterated his earlier opinion 
that such expenditure should be shared equally by all the three 
participating States. The recommendation of the Attorney General 
had been accepted and the allocation finally made by the D.V.C. in 
the accounts for 1958-59, in accordance with his advice.

Allocation under Section 33—Para 2 (b ), page 2—

71. According to S^tion 33 of the D.V.C. Act, expenditure com
mon to two or more of the main objects of the Project is required 
to be allocated to each of the main objects in proportion to the 
expenditure which according to the estimate of the Corporation 
would have to be incurred solely for that object.

72. The Committee were informed that a Committee appointed 
to go into this question could not come to any agreed conclusions 
but the Corporation on their own had decided the new ratios in 
this regard and adopted the same with effect from the accounts for
1958-̂ W. The Corporation intimated its decision to participating 
Governments on 18th December 1958. However, the Government 
of West Bengal protested against the allocation made by the D.V.C. 
end requested the Central Government in June, 1959 to refer the



vcitter to Arbitration as provided in section 49 of the D.V.C. A ct 
m w  Central Oovemment after consulting the Ministry of Law had 
-am^e a referoice about 3 months ago to the Government of Bihar 
Inviting their comments on the proposed arbitration. No reply had, 
Qnmever, been received so far from the Government of Bihar.

Allocation under section 34—Paro 2(c), Pages 2-3—

73. According to Section 34(2) of the D.V.C. Act, the divisible 
'capital cost under irrigation for both the States of Bihar and West 
Bengal is to be shared by the State Governments in proportion to 
their guaranteed annual off>take of water for agricultural purposes. 
'The Ccnporation, had, however, decided to postpone the final 
adjustment of the outlay on this basis until the question of alloca- 

'tion of the cost of dams under Section 33 of the D.V.C. Act was 
finalised.

'74. The Committee were informed that as the Corporation had 
'Since finally approved the allocation of the cost of different dams 
under Section 33 of the D.V.C. Act, the cost allocated to the head 
'Irrigation’ had also been changed. The Corporation requested the 
•State Governments of West Bengal and Bihar on 10th January, 1959 
to review the position and to advise their final annual guaranteed 
off-take of water for reallocation of the divisible cost of Irrigation. 
However, despite repeated reminders, the replies from the State 
.̂Governments had not yet been received.

'75. In reply to a question whether there was any possibility of 
.providing irrigation in Bihar from Dams constructed by the D.V.C., 
the representative of the Corporation stated that though some 
: schemes were prepared by them to carry out certain irrigation 
works in Bihar territory from Tilaiya, the Government of Bihar 
itronsidered that the investment per acre was too high. However, 
they had not communicated their final decision about these schemes 
to the Corporation so far.

Infructunus expenditure in purchasing Recording Tape, para 4, 
page

76. 300 rolls of recording tape (Paper) for automatic recording 
>of the proportion of concrete used in different stages of construc
tion could not be used at Maithon due to delay in its si^)ply. It 
^as used at Panchet Project but due to defective quality of record
ing ink, the tape gave unsatisfactory results.

77. When 'as'ked what were the reasons for the delay in the 
veceipt of the tape the representative of the Corporation stated that 
uit .the time of procurement of the batching plant the recording



equipment was part of that plant and with it some rolls of tape 
w&n also obtained. But when its stock was running out of pur> 
chase order was placed on a foreign flrm on 30th September, 1954. 
However, there was misunderstanding on the part of the firm that 
the purchase was covered by Open General Licence. The firm’s 
oral mquiries to Customs Office, Calcutta, received no definite 
response. Even after the firm addressed them in writing in Janu> 
ary, 1955, the Customs Office took a long time in intimating that 
the purchase was not covered by Open General Licence and in 
issuing the Import Licence. The Import Licence could be obtained. 
<mly on the 13th May, 1955. A  further delay of three months, it 
was stated was due to dock strike in London which was beyond 
the control of the supplier.

78. When asked how the recording was done in the absence o f 
the tape, the Committee were informed that the quality control 
over concrete was carried out through laboratory tests and per- 
8(Hial supervision. It was, however, added that whereas from the 
laboratory tests only the strength of the concrete could be ascer
tained, the recording tape recorded the proportion of different 
constituents that had gone into each batch of concrete. Thus the 
recording tape was an additional check over and above the per* 
sonal supervision and the laboratory test.

79. Explaining the reasons for the non-utilisation of the record* 
ing tape at Panchet the representative of the Corporation stated 
that firstly some defects were noticed in driving motor which had 
to be set right. Further the imported ink received from Maithon 
was no longer fit to be used. Instead of importing ink, several 
indigenous inks were tried for recording, which were, however, 
not found suitable. Eventually, it was added, one suitable indige
nous ink was found out and with that ink the recording tape was 
used at Panchet from February, 1958 to June, 1959. The Committee 
were, however, informed that a large portion of concreting had 
already been completed till February, 1958 and the recording tape 
could be utilised only for a small portion of concreting.

Construction Plant and Machinery—Para 6« page A—

80. The actual working hours of about 100 machines used on 
the Panchet H ill Project during the period from March, 1966 t »  
March, 1958 were only 18% of the basic schedule hours.

81. The Committee were informed that the percentage of work
ing hours to basic schedule hours had gone down to 8.09 during 
Hie period from April, 1958 to lilarch, 1959.
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82. Explaining the reasons for the low working hours, the 
firesentative of the Corporation stated that out of 120 earth moving 
machines at Panchet 83 machines had been brou^t over from 
Maithon and were 3-4 years old. Further, because of climatic con
ditions most of the machines could not be used during the monsoon 
ieason. Moreover, in some cases, due to the breakdown of one 
machine some other connected machines also had to stand idle till 
it was put in order.

83. When asked whether in working the basic schedule hours, 
«U  these factors were not taken into consideration, the rq;>resenta- 
tive of the Corporation stated that according to the formula given 
>by the Plant and Machinery Committee the basic schedule hours 
are calculated on the basis of each machine working for 16 hours 
per day in 2 shifts and 26 days per month. The Committee, how- 
•ever, felt that such calculations were not realistic and ^otild have 
t>een worked out more scientifically.

84. To examine the matter further the Committee desired to be 
furnished with a note regarding the labour employed to operate 
these machines, their percentage utilisation and cost of idle labour 
«tc.

Loss in the disposal of surplus sheet piles—para 7, page 8—

85. The Audit para disclosed that the disposal of 302 tons of 
surplus sheet piles to a Project resulted in a loss of about 
Bs. 1 lakh.

86. The Committee were informed that out of 438 tons of surplus 
sheet piles, 119.47 tons were sold to the Chambal Project at issue 
price (without loss) while 301.50 tons were sold to the U P. Govern
ment at the market price resulting in a loss of Rs. 57,000 (approx.) 
over the book-value. Elucidating the position further, the represen
tative of the Corporation stated that though the Government of 
U.P. were also asked to pay the issue price for the sheet piles they 
objected to it and were prepared to pay only the market price. The
C.W.P.C. also upheld the contention of the Government of UP.

87. The Committee, however, felt that there should have been 
uniformity in the price charged from both the projects. The repre
sentative of the Ministry agreed to ask the Corporation to reconsider 
this case.

88. In reply to a question the Committee were informed that the 
tMlance of 17 tons of i^es still in stock were proposed to be utilised 
l>y ihe D.V.C. itself.



Eictra expenditure due to nonrocceptance of the lowett aeeepMVti 
tender—para 8, page 5—

d9. In this case, the lowest tender of Rs. 5/10/- per %0 gallons^ 
fpr carrying water in tanks mounted on motor trucks, frran the’«
D.V.C. water-point for sprinkling on earth embankments and/or- 
certain roads of the Project at an estimated cost of Rs. 1.60 lakhs,. 
was rejected by the Corporation as the earnest money in matured" 
G P. Notes could not be accepted by them, as advited by the Reserve 
Bank of India. Work of the value of Rs. 10,000/- at a negotiated., 
rate of Rs. 7/- per %0 gallons, was therefore allotted to the lowest, 
and the 2nd lowest tenderer in November, 1955,' as an interim, 
arrangement and it was decided to re-tender for the balance of the 
work. On retender, the lowest quotation was Rs. 7/11/- per 
gallmis. The work was then allotted, under the orders of the- 
Corporation to the previous two lowest contractors in the ratio of 
40.60, at a negotiated rate of Rs. 6/12/- per gallons against their 
original oifers of Rs. 5/10/- and Rs. 6/3/- per ' i  O gallons.

90. The Committee enquired why work of the value of I^. 10,000 > 
was allotted to the two contractors at a negotiated rate of Rs. 7/- per- 
%0 gallons instead of at the rates quoted by them. The representa
tive of the Corporation stated that as the work to be done pending: 
the selection of a firm on the basis of a fresh invitation of tenders had 
been reduced to l/16th of the original work the contractors were not. 
prepared to undertake the work at their original quotations.

91. Explaining as to why the work was not allotted to the second 
lowest tenderer instead of re-tendering the representative of the 
Corporation contended that as the lowest tender had to be rejected, 
only on technical grounds and the difference between the lowest 
and the second lowest tenderer was substantial, viz.. As. 9 per %0 
gallons, the Chief Engineer thought that by re-tcndering it might 
be possible to secure again the same lowest quotation as previously 
obtained.

92. Asked whether it was not possible for the Corporation to ask 
the lowest tei^erer to give fresh security instead of re-tendering the 
representative of the Corporation stated that it was not possible to- 
do so as it was considered that tmder their rules, it would have- 
amounted to reviving the tender.

Extra expenditure in the shape of bonus—para 9, pages 5-6—

113. On. 27th March, 1957 the Coipw'atian took a decision that 
certain ilams of. work should be ccanpleted.̂  before 10th June. 10S7* 
and to adiieve this an inoentiiBe Imsuis was ^ven amounting to. 
Ba. 2 ^  lakhs.
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04. When adted whether the purpose for which bonuft was granted 
~bad been fidfllleil the r^resentative of the Corporation stated 
fhat as a result of this bonus the output during the summer months 
of Mardi to June, 1957 was 8.72 lakh <^ds. as against 4.43 lakh cyds. 
during March, 1956 to mid-June, 1956 and 7.20 lakh cyds. during 
Novonber to February 1957. Thus as a result of this Ixmus the out
put instead of decreasing during the summer months as ccnnpared to 
winter months, as in the previous year, had registered an increase 
of about 1.50 lakh cyds.

95. In reply to a question it was, however, admitted that in fixing 
the period for which the bonus should be given no account was taken 
of certain additional machines which were transferred to Panchet in 
April, 1957.

Vnsatisiactory state o/ accounts—para 10, page 7—

96. Ih e accounts of tyres and tubes received in a motor workshop 
from the Central Stores revealed discrepancies with regard to the 
utilisation of 83 new tyres and 64 new tubes of the aggregate value 
of Rs. 22,000.

97. The representative of the Corporation admitted that in this 
case job cards and registers were either not maintained or maintained 
improperly. It was, however, stated in extenuation that on the basis 
of the records then maintained all the tyres and tubes had been 
accounted for. It was also added that the necessary records were 
now being maintained properly.

98. The Committee then adjourned till 15.00 hours on Wednesday, 
the 30th March, 1960.
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Audit Report on the Accounts of the Damodar Valley Corperatloa
for the Tear 1M7-58.

Utilisation of water for irrigation purposes, para 12, pages 7<8—

100. The revised forecast of 1954 in respect of the irrigation deve
lopment in the Lower Valley re f«red  to in the Audit para had again 
-been revised in 1957 and the latest targets were as follows:

Kharif (in acres) Rabi (in acres)
1956-57 45,000 • •

1957-58 75,000 • •

1958-59 4,oo/xx» 5.000
1959-60 6,00,000 20,000
1960-61 8,oo/xx> 40,000
1961-62 840,762 70,000
1967-68 • • • ■ 3 0̂0,000

The above targets did not include area which used to receive 
irrigation through the existing canal system of the West Bengal 
Government. The Kharif area actually irrigated in 1958-59 was 
2,29,393 acres. This was exclusive of the area referred to above. 
The Corporation had claimed Rs. 22,60,050 and Rs. 35,14,337 from the 
West Bengal Government for the areas irrigated during 1957 (3,06,005 
acres) and 1958 (4,45,951 acres) respectively. The claims were stated 
to be under consideration of the West Bengal Government.

101. The Committee enquired about the difficulties in the way of 
effective utilisation of the water and how it was proposed to overcome 
them. The Secretary of the Corporation stated that the absence of 
field channels was their main difficulty. The present system of 
irrigation by flow across the surface of the land was uneconomicaL 
But the excavation of channels which would make for economic 
utilisation of water was outside the scope of the D.V.C’s functions as 
laid down by Statute Act. The Planning Commission had been press
ing the West Bengal Government to take up this work. The West 
Bengal Act of 1958 for levy ol water rates had empowered the 
executive to compel villagers to excavate channeb for watering 
their fields. But that provision had so far not been implemented. 
At the instance of the Committee, the Secretary of the Ministry 
promised to enquire of the West Bengal Government as to why the 
instructi< »8  from the Planning Commission had not been given 
««ffeet to.
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102. The Ccnnmittec enquired whether the decision taken on April'
Q, 1059 to hand over the canal system to the West Boigal Govern
ment from December 1, 1959, had been implemented. Ihey w w » 
inftxmed that it was proposed to implement that decision from Jun»-
1, 1960 as floods in October, 1959 had damaged a number of canals. 
*nie repair work, the Committee were assured, would be completed 
before the end of May, 1960.

103. H ie Committee then referred to the downward revision of 
irrigation targets from time to time with reference to the figures for 
the year 1958-59. In that year according to the revised forecast of
1954, it was proposed to irrigate 6,00,000 acres and 70,000 acres in 
the kharif and rabi seasons respectively. These figures had come 
down to 4,00,000 ecres and 5,000 acres, respectively. The acreage 
actually irrigated was, however, only 2,29,393 upto 1958-59 kharif.
As the witnesses were not posted with full information, the Com
mittee desired to be furnished with a note reconciling various 
discrepancies and explaining the reasons for the short-fall of achieve
ment with reference to targets.

104. The Committee referred to the irrigation needs during rabi 
season and the inability of the D.V.C. to cope with that because of 
demand for water from industrial projects. The witness stated that 
if the participating State Governments, more especially the West 
Bengal Government, desired that water should be reserved for rabi 
irrigation and need not be made available to industrial units in the 
area, the D.V.C. would act accordingly.

Negotiation after receipt of open tenders, para 13, pages 8-9—

105. Tenders were received on August 18, 1955, by a Project 
Manager for two works, viz., “construction of lock and bridge with 
exit channel at chainage (A ) and at chainage (B ) respectively.”

H ie lowest tenders for the works costing Rs. 7,63,639 and 
Bs. 1JS0J268 respectively had hem submitted by the same contractor. 
While the tenders were under disposal, the fourth lowest tenderer 
for the wcvk (A ), who had not tendered for (B ), c^ered to reduce 
his rate by 3%. That reduction brought down his offer to- 
Bs. 7,63,501 and he became the lowest tenderer for .work (A ). On 
4th October, 1955 the Project Manager requested the Corporation's 
^iproval for awarding the work at (A ) to the fourth lowest tenderer 
•t his reduced rates and the other work at (B) to the lowest tenderer. 
The C(»poration, however, decided on 14th October, 1955 that even 
i f  tiie lowest tenderer dunild be fUowed one work only, negotiatiains- 
siiottld be eonducted with all the iniitable contntctors who had quotad- 
fm  the wotlc at (A ). H ie ^ je e t  Manager accordin^y Begotlatoii



irith five of the tend«en  who had quoted rates h i^ er than the fourdk 
lowest tenderer, but the lowest, the seetmd and the third lowest, 
were not invited for negotiation.

106. The Committee squired why the Project Manager did not . 
negotiate with the lowest, the sectmd and the third lowest tenderers, 
n iey were informed by the Secretary of the Corporation that argu*- 
ments for and against the course recommended by the Project. 
Manager had bera gone into in detail and the final decision was in 
favour of what the Project Manager had recommended. For, the 
lowest tenderer had already in his hand an item of work valued at 
Rs. 5 lakhs. Out of these two works on order of Rs. lakhs 
was given to him and there was reason to believe that his resources. 
were not enough to cover another item of work*. The second lowest 
tender had been submitted by a partnership firm which had come- 
into existence immediately before the submission of the tender and 
the Project Manager had no knowledge of their resoiu'ces or abilities.

107. Asked whether the fourth lowest tenderer had any experi> 
ence of work with the D.V.C. the witness re lied  in the negative. 
He, however, added that the fourth tenderer himself was a qualified 
cni;ineer snd had been working as such. About the number of part
ners in this Firro, the witness had nothing on record. The Committee- 
were not satisfied with the explanation and desired to have a detailed 
note showing the differences in the terms offered by the four firms 
and the reasons for eMminating the first three. They also desired 
information to be furnished in that note regarding th? expenditure, 
if any, incurred by the Corporation, on account of the fourth lowest 
tenderer completing the work after 2 years and the grounds for grant 
of extensions and non-levy of any penalty for his failure to execute 
the contract in time.
Avoidable extro«expenditure due to enhancement oj rates, para 14,..

page 9—
108. In July, 1952, tenders were invited for the supply inter alia 

of 15,00,000 eft. of boulders for the Durgapur Barrage- Hie lowest 
offer of Rs. 39-6-0 per % eft. made by two tenderers A  6 B, for the 
supply of 5,00,000 eft. and 2,00,000 e ft respectively was accepted on 
28*10*1952. Orders for the supply of the remaining quantity o f
8,00,000 eft. boulders were issued on 22-9-1952 to the next higher 
tenderer at Rs. 44-8-0 per % e ft After sui^lylng 60^79 eft. and 
M ,(^l e ft respective]^ the cmtractaMrs A. and B petitioned the En-> 
gifkefir-in-Charge for »  higher rate on U-&-1963 representing that 
wii^le ip il^ tting their tenders, their experts assured them that the 
stone locally available would be breakable by manual labour, but:

*AecMdiat to Audit thia positiea li not naUlaiMa bjr fiKta prt letoida.
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;3 fter breaking about 25,000 eft the quarry appeared to be of half 
.granite requiring blasting. Instead of taking action under clauses
2 & 3 of the contracts for failure on the part of the contractors to 
supply the contracted materials, the Engineer-in-Charge sanctioned 
rai 6>7-1953 that *‘as surface boulders are not available", blasted boul
ders might be paid for @  Rs. 44-8-0 p ^  % eft. (i.e., at Rs. 5-2-0 higher 
than their original rate) for the balance of the contracted supply. 
Supplem«iitary Agreements were accordingly entered into with both 
of these contractors on 24th Septemb^, 1953. At the enhanced rate, 

■contractor A  supplied 3,59,705 eft. and contractor B, 1,61,173 eft., 
resulting in an extra payment of Rs. 26,694/-.

109. The Committee pointed out that as the specifications attached 
to the tender notice contemplated the possibility of blasting opera
tions the revision of the rate in favour of t^iderers A  & B seemed 
-unjustified.

The Secretary of the Corporation stated that in September, 1952, 
the Engineer-in-Charge wrote to the Corporation "the rates of 'A ' 
and *B’ are lower, as the contractors would collect boulders from 

. surface, but such supply is limited.” He proposed that a fixed rate 
approved so that if further material was available upto that rate 

the supply order could be placed for the requisite quantity without 
any delay. The Corporation agreed that for blasted boulders a rate 
of Rs. 44/8 could be given. Subsequently in May, 1953, the tenderers 
*A’ and ‘B’ requested the Engineer-in-Chief for revision of rates as 
they had to undertake blasting work and he granted their request.

He contended that clause 3 to the contract, [viz., “A ll necessary 
blasting operations, if required, w ill have to be undertaken by the 
contractor with safeguards imder the explosives regulations. The 
responsibility for all accidents during the transit, storage and 
operation during and after quarrying lie with the supplier.”] con
templated only the safety precautions to be observed and had no 

. direct reference to rates.

He, however, agreed that the party after accepting the job should 
have done it. But the Engineer-in-Charge agreed to the enhance
ment of rate without reference to the Corporation as the latter had 
already agreed to a ceiling rate for the work.

110. To a question whether the tender of the 'third firm indicated 
that it would have to undertake blasting operations, the witness 
rqpliea in tiie negative. AsHsed how it was understood that the third 
firm had to do blasting work, the witness agreed that it was a matter 
-«f inference from the Engineer's letter referred to above. He «1m 
admitted that there was nothing on record to show that there was 

4 Uoqr demarcation of area into two, the one for surface coUect)im



the first two firms and the other for collection by blasting operatiom. 
by the third; nor was there any estimate of boulders available on> 
surface, the only document on record in this connection being the 
Engineer’s letter of September, 1952 quoted above.

Doubtful payment to contractors, para 16, pages 10-11—

111. In December, 1953, after due survey the work of cutting and' 
uprooting trees along Eden Canal Bank from chainage 2150 to- 
chainage 2800 was entrusted to a contractor who was required to cut 
down 700 palm trees of girth from 12” to 5 feet (including rooting' 
out and stacking ait site beyond 100 feet from Canal bank) and 1040 
other trees of girth from 12" to above 16 feet. The final bill for the- 
work, paid in October 1954, amounted to Rs. 8,187/- for 2116 trees o f 
girth from 12'' above.

At about the same time, the earth excavation work from chainage- 
2170 to chaitiage 2800 was entrusted to four contractors at inclusive 
rates which covered inter alia ‘clearing jungle and uprooting trees 
below 12"  girth from site of canal banks and borrow pits.’ Subse> 
quently in 1957, by supplementary agreements, a sum of Rs. 39,152/- 
was paid to these four contractors for removing more than 11,000- 
roots of trees of more than 12"  girth for this section of the canaL 
Later on doubts had arisen about the existence of these trees and 
the matter was reported to be under investigation, by the Corpora
tion.

112. The Committee enquired about the result of the investigatioiu 
They were informed that the original bid sheets confirmed the exis
tence of more than 11,000 stumps and the auction sale proceeds- 
thereof had been credited to the D.V.C.

Arbitration expenses, para 18(a), pages 11-12—

113. Arbitration proceedings had been instituted against a major 
contractor on the Konar Dam in regard to certain items of claims 
and counter-claims and certain matters arising out of the D.V.C. 
Enquiry Report. Although the proceedings started in 1957 the 
appointment of the arbitrator had been extended from time to time 
and Rs. 2,14,747 had been spent upto end of August, 1958-

114. The Committee were informed that upto December. 1959, 
Rs. 4 lakhs had been spent on arbitration referred to in para 18(a) 
above. They enquired whether by the latest date viz., April 21, 1960' 
proceedings would be finalised. The witness replied in the negative. 
He added that evidence fr<»n both sides had bmn heard on all the 
items under dispute. Arguments were now being heard. Out of 82 
items only 11 items involving claims worth Rs. 94 lakhs had beoi- 
disposed of udIo March, 1960.
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:irrei|ttlaritiefl in awarding a contract, pan  2S, pagu 14->17—

115. On 3-11-1956 limited quotations were called for from dx 
rllnns for driving and installing, 814 Nos. of 18* RC.C. piles together 
'"wiUi pile capping etc. in connection with the pile foundation work 
for a Thermal Power stati(». It was stipulated that “the scope of 
work shown in these drawings constitutes approximately 50 per cent. 
• of the total work. The owner reserves the right to award the re
maining scope of work to the successful bidder on the same price

■ and terms.** It was also provided that the contractors should indi-
■ cate unit prices for additions and deductions in the length of piling 
which was based on assumed length of 40 feet, on the strength of 
^boring tests carried out by the Corporation. Only two quotations 
were received and the lower one for Rs. 5,76,130/- was accepted on 
27-12-1956.

Later, in February 1957, owing to a change in the exact location 
of the Power Plant, twelve trial boring were carried out which 
revealed that the average depth upto which these piles could be 
driven was only 24 feet from the ground level. Thus though the 
length of the piles to be driven would be considerably less than what 
was originally estimated in the tender papers, the work order was 
issued on 1-3-1957, and the contract was signed on 13-5-1957.

Subsequent progress in the work of driving and installing 814 
piles showed that the average depth upto which these 814 piles were 
driven worked out to about 13*2 feet only- In spite of this the con
tractor was asked on 31-5-57 to carry out the remaining portion of 
the work at the old raites and terms. In all 1,858 Nos. of piles were 
driven and installed at a total payment of Rs. 6,44,595*04 to the 
'contractor.

The original quotation was on the basis that 74,320 Lft. (1858 x 40) 
would be driven and installed but actual work turned out to be
22,949 Lft. <mly. The average length per pile driven and installed 
thus came *-o 12*4 feet.

The cost of driving and installing the pile worked out tu Rs. 28/1/- 
■per Lft- against the contractor’s quotations of Rs. 12/8/- (Rs. 500 for 
40 ft.) and Rs. 11/8/- (Rs. 460 for 40 ft.) per Lft. <

116. The Committee enquired about the reasons for not inviting 
open tenders. The witness stated that the heavy piling work was 
done by about half a dozen firms in India. Consequently tender 
-enquiries were sent to <mly six specialised firms. Two out of th« 
.«lx  reqionded and the offer of the lowest tenderer was accepted.



117. Tlie Committee wanted to know the reawniB for not invltfnf 
t̂reaih tenders ^ e n  it was known that the piles would not have to 
<be driven as deep as originally anticipated. The witness stated that 
the letter of intent Issued by the Corporation cm December 28, 1096 
was acc^ted by the firm on December 31,1956 and it became legally 
valid. TOie Committee were not inclined to agree with this view and 
4dluded to the diange in the conditi(»is ot the tender. H ie witness 
stated that the tender provided for variations and consequent rebate/ 
additional expenditure in case the pile were driven less/more deep.

118. When asked whether legal advice had been taken in this 
matter, the witness stated that legal advice had been obtained in 
other similar cases. He contended that the only possibility was to 
invite a fresh tender for the additional piles numbering 1044. But, 
he added, it could not be presumed that thereby cheaper rates 
would have been received bccause in response to earlier invitation to 
tender only two offers had been received. The C.&A.G. intervened 
to say that only 12 days had been allowed to the intending tenderers 
when quotations were invited for a contract of this magnitude.

Extra-expendituTe in despatching coal by railway wagons, para 27,
pages 17-18—

119. A  contract for raising coal etc. from the Bermo Mines for 
two years from 6-2-1954 was executed on 5th April. 1954. Although 
according to the agreement the contractor was expected to deliver 
the coal into the ground hopper of the aerial ropeway bunker, he 
actually used to deliver the coal into the railway wagons before the 
aerial ropeway was commissioned. After the ropeway was brought 
into use in July. 1954 with the installation of one bunker, the cont
ractor continued to deliver coal partly into the railway wagons and 
partly into the ground hopper of the aerial ropeway bunker. Bet
ween August, 1954 and December, 1954, 27,128 tons 8 cwt. of coal 
were transported through railway wagons at an approximate cost of 
Rs. 70,149 (rate Rs. 2-586 per ton) against the equivalent cost of 
Rs. 9,549 (rate Rs. 0-352 per ton) by the ropeway, resulting in an 
avoidable expenditure of Rs. 60,600.

120. The Committee enquired the reasons for the D.V.C. permitt
ing the contractor to continue to deliver some coal in the railway 
wagons which resulted in an avoidable expenditure of Rs. 60,600. 
The witness stated that by sending the coal through railways the 
contractor did not stand to gain as freight was paid to the railways.

The Ccmiptroller and Auditor General intervened to say that as 
the railway head was nearer to the contractor he saved some tnon«y 
«n  the transport and the Corporation had to pay more by way of 
frdght to thft railways.
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H ie witness stated as only one out of three bunkers was ready 
some quantity of coal had to be despatched by railways in order to 
meet the requirements of the Thermal Power station. He contended 
tiuit one bunker that was available was utilised fully.

121. The Comptroller & Auditor General pointed out that in 
Novonber, 1954, the Mines Engineer requested the contractor for 
supply of at least 400 tons of coal at the ground-hopper of the aerial 
ropeway. He also read out of another letter written in January, 
1955 in which it was stated that the contractor had pleaded his in
ability to load sufficient coal in the aerial ropeway ground-hopper 
for want of a sufficient number of tubs for the purpose.

122. The Committee wanted to know whether there was any 
ccmtemporaneous record to show that more coal could not be trans
ported by ropeway because of its limited capacity. The witness 
could not say whether there was any contemporaneous note.

123. The Committee then adjourned till 15.00 hours on Thursday, 
the 31st March. 1960.



PROCEEDINGS OF THE FIPTY-NINTH SITTING OP THE PUB- 
U C  ACCOXJNTS COMMITTEE HELD ON THURSDAY, THE 31ST

MARCH, 1960

124. The Committee sat from 15.00 to 16.30 hours.

PRESENT

1. Shri Upendranath Barman—Chairman

M embers

2. Shri Maneklal Maganlal Gandhi
3. Pandit Jwala Prasad Jyotishi
4. Shri Shamrao Vishnu Parulekar
5. Shri T. R. Neswi
6. Shri T. Sangamia
7. Shri Vinayak Rao K. Koratkar
8. Shri Amolakh Chand
9. Rajkumori Amrit Kaur

10. Shri Rohit Manushenkar Dave
11. Shri T. R. Deogirikar
12. Shri Surendra Mohan Ghose
13. Shri Jaswant Singh.

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

Shri G. S. Rau, Addl. Deputy Comptroller and Auditor Gene
ral.

Shri D. A. Qadri, AddL Accountant General, West Bengal 
(D.V.C.).

Secrctaiuat 

Shri Y. P. Bassi, Under Secretary.

WiTNBsns 

Ministry of Irrigation and Power 

Shri T. Sivasankar, Secretary.
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Damodar Valley Corporation
Sbii S. Lall, Chairman.
Shri U. K. Ghosal, Gerteral Manager and Secretary.
Shri V. G. Kamath, Financial Adviser.
Shri B. Parihasarathy, Chief Engineer (C ivil).
Shri K. Subramaniam, Commercial Engineer.

Ministry of Finance (Deptt. of Expenditure)
Shri S. Vohra, Joint Secretary.

Ministry of Finance {Deptt. of E.A.)
Shri A. G. Krishnan, Under Secretary.

Audit Report on the Accounts of the Damodar VaUey Corporatioii
for 1957-58

Worldng of the power system—sale of power to a consumer at a 
price lower than the cost of production and delivery—para 30(a) of

Audit Report, pp. 19—21

125. According to audit para the rate at which power 
was sold to a firm worked out to 0.467 annas per kwh which 
was less than the cost of generation and transmission (0.603 anna) 
per kwh.

126. Explaining the reasons for the sale of power at the rate 
lower than the cost of generation and transmission the representa
tive of the Corporation stated that the cost of supplying power to 
a consumer consisted of two parts viz. fixed cost i.e., the cost incur
red on capital equipment and the variable cost i.e. the actual cost 
of geno'ation of power. The tariff for supply of powder also accord- 
la^ y  consisted of two parts viz. fixed charge or demand charge 
dq>ending upon the quantum of power contracted for by the con
sumer and the energy charge d^nding upon the extmt to which 
the power was actually used by the consumer. As the fixed 
diarges represented about 70% of the total charge, in the case of 
bulk consumers who utilised more units per kva than an average 
consumer, the cost of power would be lower than the average cost 
o f gmerati<m and, therefore, power was sold to the bulk consumer 
in question at a lower rate. But it was not less tl̂ an the marginal 
cost of supplying power to them.

127. Asked whether the corporation was justified in fixing the 
tariff in this manner, which according to Audit was even against 
^  opinimas express^ by some experts the representative of 
the Corporation explained that while the KWH charge basis was
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aomial in the ea<e ai small consumen viz. fw  dMBestic 
the method of fisdng the tariff both on kva charge and kwh charge 
was a universal practice in the case of bulk consumers viz. for in  ̂
dustries, etc.

128. In reply to a question the Committee were informed that 
the practice followed by the Corporation was similar to the practice 
followed by other electrical undertakings and the pattern of rates 
charged from all the consumers was the same.

129. To a questicm whether the Corporation was now earning 
pn^t on the sale of power and had been able to make up the 
previous losses, the representative of the Corporation stated that 
the Corporaticm was getting about 5*8 per cent, profit <m the 
capital invested and the losses during the earlier years 
would be wiped out during the current year (1960-61). He added 
that due to delay in the implementation of some sdi«nes the Cor
poration had not been able to make up the losses by 1959-60 as 
forecast earlier.

130. In reply to a question, the Committee were informed that the 
revised agreement entered into by the Corporation with the firm 
was advantageous to the Corporation and the T.C.A. expert had ag> 
reed to the revised rates offered to this firm.
Para 30(b)

131. When asked to state the reasons for fixing the average cost of 
coal at Rs. 10/- per ton for another consumer against Rs. 9/- per ton 
on which the D.V.C. tariff was based for the purpose of levying 
surcharge on account of rise in the cost of coal, the representative of 
the Corporation stated in extenuation that it was a negotiated con
tract with a bulk consumer who was going to put up his own plant. 
The firm had also agreed not to claim any rebate if the price coal 
w ait down from Rs. 9|- per ton.

Premature purchase of cutters—infructuous expenditure—para 32 
of Audit Report, pages 21-22—

132. According to Audit para the Corporation purchased two 
old cutters (small boats) from the D.G.S.&D. for Rs. 2,000|- and 
Rs. 800|- respectively in September, 1953, for the Barrage and Irriga
tion Department and the Maithon Project. H ie total expenditure 
Incurred upto August, 1959, on both the cutters was Rs. 23,268|- and 
Rs. 17,052/- respectively on repairs, renovation, demurrage and toll 
diarges, etc. While one boat was transferred to Maithon only in July,
1958, the second boat has not been brou^t into use so far.
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183. At the outset the representative of the Corporatioii stated 
that these boats were booked as 'disposal boats needing
BQMdrs* these were only hulls. The Chairman pointed out that this 
fact should have been brought to the notice of Audit whm the draft 
para was sent to the Corporation for factual verification so that the 
correct position could be presented to the Committee.

134. The Committee sou^t the justification for the purchase of 
these boats against the advice of the Financial Adviser (who was 
not convinced of its immediate necessity). The representative of the 
Corporation stated that as the price was very low and the Chief 
Engineer-in-Charge, Barrage and Irrigation thought that a launch 
would be required not only for the inspection of navigation canals, 
etc. but also for observation of soundings upstream and downstream 
of the barrage, it was decided to purchase them in order to make 
use of them during the construction phase and for inspection purposes.

135. Explaining the reasons for one of the boats not being trans
ferred to site so far the representative of the Corporation stated 
that there was not sufficient water all the year round in the Durga- 
pur Barrage pool till last year. However, it was added that as the 
steel project had started functioning and the water was now being 
maintained at a certain level in the barrage pool all the year round, 
arrangements were being made to shift the boat there.

136. Asked why the other boat could not be transferred to Maithon 
till July, 1958 incurring heavy demurrage charges, the representative 
of the Corporation stated in extenuation that there was delay in 
the proctu«ment of marine engine and other parts and in carrying out 
irepairs. Various other difficulties were also experienced in getting it 
removed from there.

137. In reply to a question why one of the boats could not be hired 
to the Government of West Bengal as proposed by the Corporation 
fai September, 1958, the Committee were infoimed that the Govem- 
ment of West Bengal did not agree to the proposal

Overpayment to a supplier—para 33 of Audit Report, page 22—

138. In this case the Corporation made payment to a supplier for
the supply of five Nos. Euclid Bottom Dumps at the gross price of 
Ha. 6,06,960 which included a sum of Rs. 76,476*96 as distributors’ dis> 
count uid additional cash discount allowed to the supplier by the 
manufacturer instead of at the net to.b. Cleveland price of
Re. 9,90,488*04 as invoiced by the manufacturer.

189. Explaining tiie reasons for making payment to the contractor 
MU the grow*in1ce, the representative of the Corporation stated tiiat
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la. tfab eue overpaynaaefc was p<rinted out by Awttt alter tlia pag»u 
iMBt had been made bjr the Corporatton to fh » cupplier. ^ fb e  price 
ineladed in the invoice by the suppUor was the same as quoted by 
him while mtaiitthig the quotatfaos and w h iA  had been aecQrted by 
the Corporation, they were of the view that the payment had to be 
made on that basis. It was also coitended tiiat the amount of 
Rs. 9,504 (whidi had not been diown separately in the invoice) could 
not be considered as a second item of pxx^t but a rate diarged for 
certain services rendered by the supplier.

140. The Committee were, however, informed that the D.G.S. ft D. 
to whom a reference had been made in this case held the view that 
payment diould be made at the price invoiced by the principals to 
the firm. I f  the firm had included their commission in the la b . 
price quoted by him without (fisdosing it and even if there had been 
no change in the price invoiced, the final price shown in the in
voice should be less by the amount of commission.

141. To a question whether the Corporation was now following the 
procedure as followed by the D.G.S. & D. the representative of the 
Corporation replied in the negative and added that the matter w ill 
have to be discussed further in detail with the Ministry of Works, 
Housing and Supply.

142. In reply to a further question it was stated that in the case of 
open tenders, as in this case, the Corporation did not make all the 
purchases through D.G.S. & D. However, in cases where the rate 
contract had been entered into by the D.G.S. & D. the Corporation 
availed of the rate contract benefit.

Short recovery of discount-^para 34 of Audit Report, page 22—

143. In this case the Corporation suffered a loss of Rs. 19.116 due 
to short recovery of discoimt as an indenting officer placed several 
piece-meal indents for the spares of certain equipment instead of 
bulking them for six months as required under the directives 
issued by the Corporation from time to time and separate purchase 
orders were issued in each case.

144. Explaining the reasons for the placing of piece-meal indents 
by the indenting officer the representative of the Corporation stated 
that these indents were received from the heavy repairs workshop at 
Maithon handling repairs to the machines that were received at 
Maithon from time to time during its construction stage. In order to 
avoid delay in the repairs work the indenting officer instead of wait
ing for six months for bulking the requirements for spares placed 
indents as and whm required. It was, however, disclosed that in 
two cases two indents bearing the same date were received from the
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nine iadoiting olBca. While in one case one of the indentti being 
ot anergmt nature was kept separate from the other indent, thoe 
was nothing record to justify the {dadng of two separate Indents 
on the 20th August, 1953 in the other case. It was, however, added 
that the indenting ofBcer had left the sauces of the Corporation a 
]<mg time ago. His explanation, therefore, could not be obtained.

145. In reply to a question the Committee were informed that 
wders had been issued by the Corporation for placing the indmts at 
set intervals except in emergent cases to avail of such discounts.

Loss of a Jeep—para 36 of Audit Report, pages 23-24—

146. Referring to the case mentioned in this Audit para the repre> 
itative of the Corporation admitted that this case could have beat

handled in a more business-like manner.

147. The Committee Ihen adjourned sine die.



FROdSEDINGS OF THE SIXTY-FIRST SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON THURSDAY, THE 28TH 

AFRIU 1960.

148. The Committee sat from 15.30 hours to 16.00 hours.
PRESENT

Shri Upendranath Barman—Chmrman.

2. Shri T. Manaen
3. Pandit Jwala Prasad Jyotishi
4. Shri Shamrao Vishnu Parulekar
5. Shri Radha Raman
6. Shri T. R. Neswi
7. Shri T. Sanganna
8. Shri Vinayak Rao K. Koratkar
9. Shri Yadav Narayan Jadhav

10. Rajkumari Amrit Kaur
11. Shri Rohit Manushankar Dave
12. Shri Surendra Mohan Ghose
13. Shri Jaswant Sin^.

Shri G. S. Rau, Additional Deputy Comptroller and Auditor^ 
General.

Sechetaioat

Shri V. Subramanian—Deputy Secretary.
Shri Y. P. Passi—Under Secretary.

149. The Committee considered their draft Thirtieth Report oo 
the Audit Report on the Accounts of the Damodar Valley Corporation 
for the year 1957-58 and approved it subject to certain modifications 
here and there.

150. Tl&e Committee also decided that this Report may be pre
sented to Lok Sabha by the next Committee (1960-61).

151. The Committee then adjourned till 10.00 hours on Friday, 
the 29th April. 1960.
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(Reference para 60 of the Report)

Ministry of IrrigaHon & Power

Plam 6 of Audit Report 1954-55—Purchase of Trantmietlan towerM

la  para S of the Revised Note on the above item furnished to the 
Lok Sabha Secretariat with the Ministry of I. & P. O. M. 
No. 18(8)DVC/57, dated the 11th January, 1958 (enclosure H ), it 
was stated that, in view of the observations of audit, the matter was 
under furthv examination. The matter has since been further exa* 
mined in ctmsultation with the Ministry of Law. A copy of the 
opinion obtained by that Ministry from the Additional Solicitor 
Goieial is enclosed (oiclosure I). This opinion was actually (Atain- 
«d by the Ministry of Law in connection with another ease. In the 
opinion of the Ministry of Law, the conclusions arrived at hold good 
in the ease of the agrennent mtered into by the Damodar Valley 
C(»p(Mration with Messrs. Kamani Engineering Corporatiim Ltd. for 
supply of transmission line towers. This note has been seen by the 
Comptroller and Auditor General of India.

Sd./ P. P. AGARWAL, 
Joint Secretary to the Govt, of India.



EneUmir9 I 

OPINION

1 havt nad ^  Further Statemmt of caie prepared by Shri H. C. 
Daga.

2. My reasoDB Iw  the (q[>inlon on the price variation clause have 
already been given. Further facts have been brought to xay notice. 
The question is what is the effect of the further fMts.

3 .1 was vt the opinion that the period of delivery was the essoiee 
of the contract and the price variation clause would only apply if 
such variation took place before the stipulated period of delivery. 
It is true that the period of ddivery was waived and the performan
ce was accepted after the expiry of the p»iod but the terms of the 
original contract do not as a matter of course apply to the prolonged 
contract but only such terms apply as they could properly and rea* 
sonably be apidicable to the prolonged contract

4. From the Further Statement of Case, it appears that the parties 
had in contemplation that the price variation clause may apî y in 
respect of the goods delivered after the stipulated period. It may, 
therefore, be fairly argued that after the pniod of delivery was exten
ded the application of price variation clause for deliveries after the 
original due dates cannot be ruled out. In the light of new materials 
brought to my notice in the Further Statement of Case, it appears 
to me that the price variation clause will apply in respect of the 
supplies made after the original due dates.

Sd/- H.N.SANYAL.
Additional 5olicttor>G«ncnil of Indio.

Niw Dbjo; 
m d  Oceetnber. 1958.

No. ASG/17/6S, dt. 22.1M9S8.



Encloture II

The firm has so far been paid a sum of Rs. 1,3̂ 945 under the 
price variation clause in respect of steel, bolts and nuts drawn upto 
15th Deconber, 1̂ .  This payment includes Rs. 24,684 being escala
tion charges in respect of materials delivered between 1st July, 1956 
and 15th December, 1956. As the guaranteed date of delivery of the 
Transmission Towers was 30th June, 1956, the D. V. C. held, in the 
first instance, that price escalation should not apply to materials 
drawn after this date. The firm, however, insisted on payment in 
terms of the Agreement and the matter was, therefore, further exa< 
mined by the Corporation in consultation with their Law Officer and 
the Financial Adviser. The points which had to be considered in 
this connection were that the firm could not place orders for steel 
until it had received the quota from Government and that the price 
payable by it was the ruling rate of the date of delivery of steel 
and not the date of order. All orders were placed by the firm before 
30th June, 1956 but a part of the steel was delivered after this date. 
Further, the price variation clause in the Agreement with the firm 
was not subject to any condition or proviso which would entitle 
the Corporati<m to rule out the claim to price increase based on actual 
payment and date of delivery. The Law Officer of the Corporation 
expressed the opini<» that, having regard to the circumstances of the 
case and the provisions of the Contract, the firm was entitled to price 
variaticn in req>ect of materials actually delivered to them after 
30th June, 1956. Some further payment may also have to be made 
in respect of steel delivered after 15th December, 1956.

2. The audit department have pointed out that the contract pro
vides for extra payment on account of upward variation in the price 
at steel and that the supplies should be completed by a certain date, 
lliey  are, therefore, unable to see how the question of any price 
variaticm takiug place after the guaranteed date of completion of 
suj^lies could conceivably influence the payments due under the 
contract The audit department are, therefore of the view that if 
diere has been a default on the part of the extractors (as there has 
actually been) in adhering to the guaranteed date of a execution of 
the contract, that circumstance might justify the imposition of • 
penalty on the contractor but cannot confer on him a right to dalm 
payments which he could not have claimed if he had fulfilled the
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contract In time. The Corporation have, however, waived the 
penalty for the delay in supply.

3. As already stated in para 1 above, the Corporation had consulted 
their Law Officer in the matter and acted in accordance with his 
advice. The matter is, however, under further examination in view 
of the observations of audit in paragraph 2 above.
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Annexure n

(Reteronce para 63 of tiie Report) 

PARTICULARS OF AWARD

Contraaor’i
cMm

AiWtmoi*t

I. Cott o f Voiiti—8-E. Typf, 8-F Type, la-G TVpe 
at Dngtpur for itiff aocommodvion

S. CnttinK dmges at A.C. Sheeti for roofing due 
to odd tile n i p p l y .............................

3. PuniDg valamoids on roofs including initttag the 
same tn bermn gap* of A.C Sheen oo the roofi 
•nd fidget incfaidî  mnerial supply

4. Shifting chnges for two oousions of the store* 
of the Comraaor for occupation of oomfdeted 
buiUingi for hospital and other purposes

5. Tridng out damaged A. C. Sheets due to haU 
storm after the completion of the items and deli
very of the same and rcfixiiig the new sheco with 
bakt and nuts including mending of damages .

6. Shifting diatges of unusrd matrriais of the Cor-
pofation from Contractoit’ store to the store of 
the Cotpotvion ..............................

7. Adjustmem of vtlue of surplu* materiab not use
in the w ork ............................................

I. Baia charset for carrying of water from a distant 
plaoe inside a remote village for non-availability 
of water sumriy nearabout the woifcsite at pro* 
aiied by DVC calculated at 10% ofthe grots ami. 
a> <ktailed in 1st part of *̂ A”  Scheie

9. Cbatges for kts and damage for compelling the 
twonen and labouim to sit idle for the iuegal 
ncD wpply of materiab in conttwentioo of the 
agreammt m<rde by them originally propoaed 
and woiis executed at a higher ndge than calcu
lated at the rate of 15% on the gtoas amount ■

m  Inrnnt 00 balance of eamcK and security money 
■BMunringto Rs.it, iteh  uptotbedatt of the 
naMlattlie cnmmciriat intacst mic ofis|%

Rs. Rs.

1.57.13* » 6 70.700 o 0

2,000 0 0  
(ApprcK.)

loijoo o o 3,166 4 0 
(Approx.)

aoo o o

4,000 0 o 2,000 o 0

1,000 o o

15,000 o 0 
(approx.̂

3t,iSS i> o 10,000 s c

57,275 10 o a»,5ao o e

iM to 0 0 4.)}a to 0

To t a l ......................... *07,97* » ♦ hi9A» M 0

II. iMMMligriBiirrtwiiUMldingiirtegitiM 
fiMiAapM. 1951 iip<(»'d«e of the award AtflMdbrArbt* 1,719 o 0 

ua»r.

m



Annexure 111

The Damodar Valley Corporation has oonununkated aa 
follows:

A  review of the accounts of bricks disclosed two things, e.g. (i) 
the quantity of bridts transported from the brickfidd to llie work
site by departmental trucks was not correctly ascertainable and
(ii) the Stores Officer who was merely maintaining a ledger based 
on transport notes supporting transfer of bricks from the brick* 
Held to the woricslte and requisitions supporting withdrawals from 
the worksite to the job did not receive all the transport notes and 
requisitions. Further, the mere fact that certain bricks have been 
transferred from the brickfield to worksite does not prove that they 
were actually used on the work. The Superintending Engineer, 
Panohet Hill Project, was therefore asked to assess the quanity of 
bricks likely to have beat used on the works on the basis of the 
quantity of work done in the Colony from the beginning upto date, 
and to compare the quantity so arrived at with the total quantity 
of bricks manufactured or purchased from private sources. The 
assessment has be«i made with reference to para 252(a) of the 
CP.W.A. Code. The work has since been «»npleted and it is found 
that the deficiency is of the order of 2-83 lakhs against the total 
quantity of 156 lidchs manufactured and purchased. The (teilciency 
worics out to about 1*8 per cent which is not considered unusal par
ticularly in view of the fMt that the soil of Panchet cannot {ffoduce 
first cIm  bricks and the quantity manufactured included 16 lakhs 
of sun>bumt bricks.

It is true diat the same Officer manufactured brides for Mailhon 
and Pandwt Hill but a scrutiny of his accounts and the handing- 
over report of June, 1963 does not disclose any discrqtancy. The 
p«rcentage of defidency does not indicate that there was any
thing serioudy wrong. In any case, an InvestigatiQii to 
fix the reqwnsibllity, if any, on the Engineering OfBeers 
wOl be taken up as soon as the Measurement Books and other re
cords stiU l3rfaig in the Court are received bade.

Regarding the delay in reporting the loss to the Corporation, it 
may be dbaerved that the accounts could not be finalted as a 
number of dalms of Contractor* complaining of non-payment tar 
supplies or transport had to be investigated and some of them had 
gOM up to the Ovtt Court. The report was submitted to the Cor- 
^ontloD at iooB aa it WM possible for the Pidd OOcert to do.

m
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The Commoits of the DVC are as follows:—

The matter was fully investigated but it was found difflcult to 
fix responsibility on any particular individual. So far as the 
bidenting Officer was concerned, a reference to para 7 of the Audit 
Rq[>ort for 1956-57 will show that the Audit Department itself ulti- 
timately dropped their earlier contrition about the delay in placing 
the indent. Apparently, they were satisfied about it.

Fara 25 <A the 14th Report of the PAC states that the Corporation 
ordered air-lifting of the belts despite an offer from the Hirakud 
Project Autiiorities to loan a belt till March, 1957. The import 
licence was received on the 21st December, 1956. As the delivery 
time per sea-freight was 20 to 24 weeks, sea-frei^ting would have 
brought the materials to Calcutta about June, 1957 but the Hirakud 
Ptoject authorities agreed to issue a belt on loan on condition that 
it would be returned in March, 1957. An enquiry from the sup
plier indicated that if the materials were air-freighted, they would 
be arriving at Calcutta by the end of February, 1957. As the 
loaders had been working without a ^ r e  since 12th September. 
1956, it was considered inadvisable to take the risk of a breakdown 
of the loaders. Meanwhile, as a precaution. arrang«nents were 
made with the Hirakud Project to obtain a belt on loan. As the 
belts, however, arrived at Calcutta about the 3rd week of February. 
1987 the delivery order issued by the Hirakud Project on 8th 
FAruary, 1957 was cancelled at the instance of the Corporation.

Pan 7 of the Audit Report states that had the Import licence 
been issued tn the firm immediately after the purchase order was 
iamed in August, 1956, the additional cost of transport amounting 
to Bs. 16,200 could have been avoided. It is not possible for obvious 
nm sm  to issue an Import Licence immediatelp after a purchase 
order is issued. Even if the import licence could be' obtained within 
• numjai from the date of receipt of Uie Supplier's application (whlrh 
liM rardy. If ever, been possible), it is extremely doubtful whether 
•M frel^ting would have brought the belts to Calcutta by March. 
19S7. at the Suez was in blockade at the time and the belts would 
liave hMl to be brought by sea uia Cape of Good Hope.

Annexure IV
(Reference S. No. 15 of the Statement)
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The major incidents which provided the bottlenedc were some 
procedural delays in the offices of the Controller of Purchase and 
Stores, M/s. Dunk^ and the J.C.C.I. and the unfortunate loss of a 
letter issued by the Indenting Officer. While the loss of the letter 
was an accident, the Corporation had very little control over the 
administration of Dunlops and the JCCI. There was admittedly 
some procedural delay in the Corporation OfBce but more energetic 
action on the part of the Corporation Officials could save, at the 
most, about a month. That is to say, allowing for the procedural 
delays in the Offices of Dunlops and the J.C.C.I. and the loss of an 
important letter issued by the Panchet Hill Project, the Import 
licence would have been available some time about the third week 
of November, 1956. An order issued thereafter to sea-freight the 
belts would not have brought the materials to Calcutta before the 
end of May or June, 1957.

The urgency of the case arose out of the fact that the work of 
closing the river gap was already under way and any break-down 
of the Euclid Loaders for want of belts would not enable the Project 
to raise the height of the Dam before the monsoon of 1957 to the re
quired level so as to avert danger from floods. The loaders had been 
working without a spare since 12th September, 1956 and nobodv 
could predict the behaviour of the machines. A loader belt made 
of rubber may get damaged all of a sudden or it may last for an 
unexpectedly long period. The rate of wear and tear of rubber 
belts is not a constant factor and It is not possible to predict how 
long it will produce satisfactory performance. Audit has drawn 
attention to the fact that one of these belts was actually brought into 
use in March, 1958 but nobody could predict in July or Septonber, 
1956 how long the belt issued* in July, 1956 would last The Cor
poration could not ignore the importance of providing against a 
possible breakdown of the loaders which would not only mean a 
set back to the work but also involve additional expenditure in thi> 
form of idle labour awaiting arrival of the belts.

The attention of the Controller of Purchase and Stores has bceti 
drawn to the procedural delays in his <^ce in this case and h< 
anured the Corporation that every attempt will be made to prevent 
inch delajrs in future.
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Hie net revenue of Bs. 25*55 lakhs estimated In 1950 related to 
pmybeiw* of poww from Sindri for the period Sndri was to operate 
as an ind^endent unit, ie., from 1st January, 1952 to 30th June, 
1963. It is not therefore, appropriate to compare this forecast with 
the Revenue account for the period 1st January, 1952 to 30th June, 
1955 as Sindri was connected to the D.V.C. Grid with effect from 
Mtxth, 1953 when the Bokaro Thermal Power Station went into 
opmition and Sindri was kept as a stand-by for operating reasons. 
Hie d ia i^  incurred on such stand-by power should properly be 
treated as part of the system cost. An attempt to separate these 
costs and relate them to the revenue from the small amount of 
tjnergy drawn from the stand-by plant is bound to lead to aberrant 
results. Therefore, an assessment of loss on the purchase and re
sale of Sindri mergy after it ceased to be an indepmdent unit is not 
only of no significance but also leads to incorrect conclusions.

It is however, admitted that the original forecast of a net revenue 
of Rs. 25*55 lakhs during the period Sindri was an independoit unit 
did not materialise. TUs is because the forecast of 1950 was based 
on the estimated fixed and running charges, likely to be payable 
to Sindri based on best information available at that time lliese 
diarges were subject to adjustments when actual capital cost and 
running costs were known. Actual capital cost figures were avail
able only in Hay, 1957 nearly two years after termtnation of the 
contract and the actual running cost upto 1952-53 was known just a 
month b^ore termination of the contract and for other yean after 
a year or two later.

There was, therefore, no opportunity to review and revise the esti
mated profits. Accordingly to the actuals, the average fixed charge 
per month had increased from Bs. 1,12,519 to Rs. 1,57,100 (about 
40 per cent) and the average energy cfaarî  from 0*163 per 
KWH to 0*463 anna per KWH (26 per cent). lU s abnonnal in- 
cteaae in capital and working cost of Sindri resulted in the large 
variation between the estimates and the actuals. A fair assessment 
of profit and lots in respect of power purchased from Sindri could 
be made only for the period Sindri was operating in isolation from
the raft of the 9y»tem. Hie stetement In the Audit R^ort that th«

Ami«»ii« V

(Releraiee S. No. 20 of th* Statoanent)
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mntdng expenaeR including interest and depredation exceeded flis 
neelpta from the rale of energy by Rs. 2*63 lakhs during July, 1989» 
to February, 1953 is misleading as the period selected excludes the 
•arlio: poit^ of the Sindri operations.
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A revised revenue account has been |«epared for the period 
ending 1957-58 after taking into account 10 per cent of capital com 
including overhead and audit charges to cover interest during c<»- 
•truetion and the coet of cooling water drawn by the Bokare 
lliennal Power Station. The account Aows an accumulated deficit 
«t  Rs. 236 lakhs whidi includes cost at cooling water to the order of 
Rs. 35*44 lakhs. This loss cannot be hdd to have been due to the 
sale of purchased power at an uneconomic rate. A  deficit during 
the first few years of working of a Power System is a normal feature 
ef all Electrical Undertakings and DVC anticipated it and took It 
into account in fixing the tariff. The tariff is fixed at such a levd 
that the revenue in later years, when the load grows, could wipe 
•ut the deficit of earlier years. During the early years of operatiol̂  
H is not practicable to relate the tariff to the actual cost of produo* 
tion nor it is possible to regulate the cost of production to the price 
•t which energy can be sold. A proforma revenue account prepared 
•n the basis of the actual for 1958-59 and the estimated receipts and 
expenditure for 1959-60 and 1960-61 indicates that this d ^ it  of 
Ra. 236 lakhs as at the close of accounts for 1957-58 will come dowB 
te about Rs. 6 lakhs at the end of 1960-61. Tlie cost of cooling 
water included in the accounts up to end of 1960-61 is Rs. 80*0t 
lakhs. The Corporation’s previous foirecast that the deficit would be 
Wiped out in 1959-60 did not take into account the cost of coolii^ 
water drawn by the Bokaro lliennal Power Staticm nor interest on 
Interest. It was also based on the then construction schedule.

The PAC have observed that the DVC was under no <^ligation to 
•IQiply power to the collieries. It is necessary in this connectioai 
t9 trace the background history. Tlie Sndri Fertilisers and 
IJhemicals Ltd. had agreed to increase the capacity of their station 
^  30 MW and make available to the Bihar Government the extm 
lirwtr resulted from the escpansion provided the entire liability fat 
fppttal diargw on account of the expansion and running dtargM 
iw  operation were met by Govemmmt The arrangonent, ther»> 

was that the Bihar Goveranent would pay for a period of 9| 
flH n  (Nonnal life of a thermal idant) the interest and depredattoi 
m d  the actual running eiq>ensea and In return get a wuptij iqile 
m  IIW  to mMt the inunedlata need « f  tht CoUleriH. la  IH I 
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nhen ttie DVC was get up, it was obvious that it was not eooiio> 
mieal to have two Grids opmtting In the same area. Hie arrange* 
ment already made by the Bihar Govomment with the Sindri 
Fertilisers was, ther^ore, taken over by the DVC in order to—

(i) build up an economic load for the large Thermal Station 
contemplated at Bokaro;

(ii) facilitate starting up operation of the Bokaro Power Plant; 
and

(iii) provide some immediate relief to the collieries where there 
was an acute power duntage.

It will be seen from the above that the contract with Sindri 
Fertilisers did serve the interest of the DVC apart from supplying 
power to the collieries.

As regards the point that the Corporation disregarded the 
advice tendered by the World Bank in August, 1956 about the re
vision of the tariff, the position is that the DVC power tarilT was 
tentatively fixed in May, 1951 in consultation with the Central 
Electricity Commission and on the basis of the data then available. 
The Tariff Schedule of 1951 came up for review by a TVA Expert 
in 1953 who did not make any adverse cmnments but suggested 
that the matter should be constantly reviewed. Since then the 
matter was reviewed from time to time by the Chief Elcctrical 
Eî fineer and the Commercial Ibgineer of the Corporation and a 
report was submitted to the Government of India in May 1954. The 
Government of India communicated to the Corporation in October 
1954 certain observations of the CWPC in which the Commission 
found on examination that **the financial position of the DVC, when 
Its qrstem is fully loaded, appears to be satisfactory." They, how
ever, observed that it would be desirable to review the power sale 
policy fn»n time to time. In the meantime the cost estimates and the 
Construction Schedules of the dams and the Hydro-electric Instal- 
bition came up for revision and the Government of India appointed 
i  Committee in December, 1954 to ocamine and report on the ade- 
quaqr or otherwise of the revised estimates o( the DVC projects. 
Tli* Corporatioti, therefore, decided in August, 1956, that a second 
nview  of the tariff should be carried out after taking into account 
Hm FA% and the CWPCs observations on the first review and the 
Mast ooct estimates and tiie time achedulet. TTie Commi.tee on 
■rttnetes completed their labours some time about the end of 1991 
MMBWhile, • fepraaentative of the World Bank sent a report of .Mil
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«Bd4ne inipeetioa of the DVC projects in November, 1955 in wUeh 
hb fteted M foUoiwa:

••■While this may not be the moment for an upward change in 
the base of dectridty rates, a continuing study diould 
be carried on so that when construction costs and operat
ing costs are more definitely known, rates may be 
established in line with sound business practices.”

Hie second review was finalised by the commercial Department 
oC the Corporation in April, 1956 and the Bank was informed in 
April, 1956 that a continuous study of the rates is being made and 
llie rates will be reviewed and revised as soon as more definite data 
regarding capital and operating costs are available. The result of 
the Afvil, 1956 review was reported to the Government of India 
to July, 1956.

Ifeanwhile the representative of the World Bank with an Italian 
CSonsultant visited India in May, 1956 and his report of inspection 
aommunicated to the Govemmoit of India in August, 1956 slated 
m follows:

the opinion of the Mission the whole question ot powei 
rates calls for urgent review. It appears unlikely that 
with the present low rates, the electricity undertaking of 
the DVC can ever obtain even with utilisation of full 
capacity, adequate revenues to provide a reasonable 
profit**

*Hie whole question of power rates should be reviewed and 
adjusted in order that DVC*s electricity undertaking can 
operate on a profitable bom.**

This note of the World Bank was discussed at a conference held 
in New Delhi on 10th December, 1956 in which representatives of the 
Corporatioo, the Central Government and the Work! Bank were 
present It was pointed out by the DVC that the Corporation had 
already undertake a review of its power rates and that this review 
was now under the consideration of the Government of India. la 
the diacussioo it was brou^t out that the Indian Electricity 
^ p p ly ) Act of 1948 limits profits by electric utility undertaUngi 
to S per cent of the capital b w . Although the DVC does not oome 
within the purview of the Electricity Act of 1948, the Central Gov- 
amment waa of the opinion that it should not be allowed appced* 
tfdy to exceed the profits the other electricity utilities. Tbe 

agreed that it would establidi rates for sale of electricity aa 
iteB as practicaUe whldi would permit the Corporation to e «n
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« l  lent th0 twwfatMM percentage penniniUe under law on Hi 
ti^itallMse. It was also pointed out that there was eunenflT under 
eonsideratioii an amendment to the Electricity Supply Act whidk 
would pennit the utili^ eamingi to be related to the prevallinf 
bank rate whldi was then 3| per co it This would permit «be 
Utilities to earn upto 6| per cent on their capital base.

A  copf of the seccmd review of April, 1956 was also sent to tb« 
World Bank for their commoits. The commoits of the Gk>ven  ̂
ment India were received about the end of February, 1957 and 
the Financial Adviser’s comments were also received a few days 
thereafter. As the m att» was getting delayed, the observatiow 
cit the Government of India and the Financial Adviser wen 
examined by the Commercial Department of the CorporatioB 
and, as advised by the Financial Adviso*, the Commercial Engineer 
recommended certain increases in the tariff in May, 1957. A cable 
reminder was soit to the IBRD in May, 1957 for comments and the 
recommendati<m8 of the Commercial Engineer examined by ^  
Coiporation in consultation with the Financial Adviser. Hie World 
Bank's comments were received through the Government of India 
in August* 1957.

Hie recommendations of the World Bank were discussed at a 
meeting held c: New Delhi on 13-̂ 1957 in which representatives of 
the Ministry and the CW 4 PC were present The CommerciiA 
Engineer’s pnqwsals of May, 1957 for revision of the tariff were fus« 
ttior modified in October *57 in accordance with the decision this 
meeting. The matter was then discussed at a meeting at N«w 
Delhi held on 14-11*57 in which representatives of the Ministries af 
Finance, Irrigation h Pover, the CW 4 PC and the World Bank w o t 
present It was explained that the DVC had now finalised their pis- 
poeals for an upward revision of the rates which would approximata 
to what the trafilc would bear. The tariff was finally approved by 
llie Corporation in December, 1997. Tlie consumers were aervii 
with notice in December 1957 and the Participating Govts.
•d in January 1998. Hie revised tarifli were brou^t into lam  
tnm  1«1*98 for all new consamers. In the case of other% they 
eame efCeetlv* on ti|>lry of due notice in accMtlance with their tern-
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AuManm V I 

(Reference S. No. 24 of the Statement)

Tbe Additiimal Accountant General. D.V.C., has observed as
foOovs:

The first contract provided a penalty clause which inter alia 
laid down that if on account of the contractor’s failure 

to supply the required quantity of coal the CorporaUon 
had to purchase the shortfall from outside sources, eta, 
they would be entitled to recover from the contractor 
an additional expenditure incurred by them on such 
coal over the cost of obtaining the equivalent quantity 
of coal under this agreement vide Clause 33 of agree
ment with the Coal raising contractor dated 7th 
February, 1954. As the Corporation were not required 
to purchase coal during the subsistence of the contract 
for two years from 7th February, 1954, from outside 
sources, etc., there was no question of recovering any 
extra cost from the contractor.

b  respect of the second contract there was a similar provision 
in respect of penalty. The contractor raised the full 
quantity of coal that could be raised from the area 
posed to coal faces. As the coal raising c<mtractor was 
not responsible for removing the overburden for expos
ing coal faces except when removal of overborden by 
meduuiical process was imposs ble, he was not liable to 
any penalty. This view of the Corporation ww 
•ocepted.**
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Annemm VD

The DVC have exfdained:—

**It is stated that the staff were posted in November, 1962 whil* 
the machines were moved in December, 1953 and that for 9 m<mths 
during the period from Tebruary, 1954 to Slardi, 1959 the staff and 
the machines were practically idle.

The machines with the staff were moved out for redamattOB 
work in November, 1952 but th «e  was wwk between December, 
1982 and December, 1953 and no idle labour was involved. Trouble 
arose when the machines and the men were moved to the Jamtara 
area in Decemb^, 1953. The Bihar Government authorised the 
DVC in December, 1953 to take up immediately reclamation 2,000 
acres of land in anticipation of option by the di^laced persras. The 
machines and the men wn-e moved to the Jamtara area in Decem* 
b«r, 1953 and reclamation work started from 12th January, 1954. 
About 230 acres of land were procured by amicable settlement with 
the owners and redamaticm of this area was cmnpleted in February, 
1954. The work was interrupted at this stage and could be resumed 
only on 23rd May, 1954 in the circumstances explained below. 
Seme local elem«its began moving in the area instigating the 
people not to allow reclamation of their waste land. They Induced 
the people not to accept land reclaimed by DVC. Ilie  people 
objected to survey of their land by the DVC and threatened to lie 
down in front of the machines if reclamation was proceeded with. 
n>e Deputy Commissiimer Dumka, was approached to assist the 
Corpmtion Officials against obstructimis by interested persons. The 
SuD.O., Dumka, issued orders that land which had been ploughed iq> 
should not he taken over. The people took advantage of this order 
and started ploughing up all waste lands. Hie Deputy Commissioner 
was tiien requested to an>ly the invvisims of the Waste Land Re* 
cknatioD Act for taking possession of waste land or even the 
Jamabandi lands which were fallow for more -than 5 years and 
which intervened between sizeable blocks. The difficulty in getting 
land was then discussed in a conference attended by the Deputy 
Commiasioner, Dumka, the S.D.O., Jamtara, the Land Acquidtion 
Oflleer, liaithon, and the Director of Rehabilitation. Attempts to 
obtahi possesrion of land by amicable settlement suggested by the

(Reference S. Na 26 of the Statem»t)
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Deputy ComfflisBloner did not meet with sueceM. The 
Cominissioner and the SJ>.0., Jamtara, w oe again approa- 

ched and the Gtovt at Bihar was requested to release Jamabandi and 
Gochar lands lor acquiaitioa The matter was further dicussed in 
a conference on 30th March 1954 attended by the representatives of 
the Bihar Government and the Corporation and it was decided that 
samfde reclamation should be undertakoi in three blodss sdected by 
pec^le and the reclamation of DVC land should continue. It was 
also decided that Jamabandi and intervening between sizeable 
blocks diould also be acquired inqdte ot objections interested 
peo]de. As the (Hrocurement of land for reclamation was taking 
time, it was suggested that the people should be encouraged to re
claim the land selected by than manual labour but the people 
ccmcemed refused. As the land selected for sample reclamaticm was 
forest area, it took time to get clearance from the Forest Depart
ment. Eventually after the continued efforts the possession of the 
area for sample reclamation was obtained and work, was resumed 
on 23rd May, 1954 and continued upto 24th July, 1954. As, how
ever, the availability of land was rather in a fluid state, the MEM 
Division is reported to have started gradual withdrawal of staff. 
Two thirds of the machines are stated to have been shifted to the 
Dhanbad area by Novonber, 1964 and the balance completely with
drawn betweoi November, 1954 and January, 1955 as soon as it 
became clear that there was no prospect of getting any more land, 
nds statement finds support from the quantum of the idle labour 
bill between August, 1954 and February, 1955 furnished by Audit.

The Committee seems to suggest that the staff should have 
been withdrawn earlier and utilised somewhere else. It may be 
apivedated that the closing down of a camp of the MEM Division 
and bringing it back to the place involve considerable expoiditure. 
As there was a prospect of getting possession of land at any time 
it was not considered desirable to disband the organisation and 
re-establish it, which would involve infructuous expenditure. There 
was, however, a gradual diminution of the staff to take up work 
elsewhere and as soon as it became clear that no more land will be 
available and snflldent lands were available for work elsewhere, 
;he staff was completely withdrawn. Corporation feds that the 
retention of th** staff and the machine at Jamtara area were, iwder 
the circumstances, beyond its control.

Aa regards the question of ignoring the sum of Bs. 95,881 t*> 
prfMmttaig the coat of idle labour fran the calculation of unit rtt* 
per acre, the pdnts that require furthw ducidation are:
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(a) Whether the ignoring ol the expenditure from the c«l- 
eulation of unit rate has had ai^ repercussion on the 
ftnanwui accounting point of view;

(b) Whether the specific issue was considered by the Cor
poration;

(c) Whether the Financial Adviser was in any way responsible 
for the manner in which the unit rate was worked out 
by the Executive Engineer.

As regards (a) and (b), it may be stated that the full w t  of the 
ork including the cost of labour remaining idle was debited to the 

Maithon Project, and, therefore, the expenditure in question was 
■ot ignored so far as the financial accounting was concerned.

Unit rate is worked out to compare the actual cost with the esti- 
Btated cost, in order to enable the executive engineer to ascertain 
ttie reasons for increase in cost, if any, and to take effective measures 
•gainst extravagance or leakage. The Executive Engineer explained 
ttiat the expenditure on idle labour was charged to the work con
cerned but it was excluded from the calculation of unit rate only to 
show the real cost of operation. The inclusion of the expenditure 
in question would increase the rate per acre from Rs. 591*4 to 
Rs. 675*4, but it would make no difference in the financial accounting 
as already explained. In this particular case, it was known to tiie 
Executive Engineer that due to sufficioit land being not available, 
the total expenditure on the job would be more than what would 
be under normal circumstances. It may be observed in this con
nection that MEM Division is a Service Unit which undertakes wnrk 
for other projects or divisions of the Corporation, not against a firm 
unit rate but on the basis of actual cost including all overheads. As 
such, its financial consideration is to recover the full cost from the 
|»arty for whom a particular work is undertaken. As the full cost 
of this work including the cost of idle labour was recovered from 
the Project concerned, the normal financial requirement of the 
division was satisfied. In view of what has been stated above, 
eoopled with the consideraticni that there was no need in this parti
cular case for ascertaining the reasons for exeeasive unit rate had 
fte  expenditure been included in the unit cost, the Corporation did not pom e the matter and tharefora it was not b rau ^
to tiie notice of the FlBandal Adviser.

Am ngudM (c), it may be stated Hiat cost aeeountiag proeadui* 
%m ban pKweribad for Hm UEM. DivMoa in eonsultatleii with tiit 
W tm tUL AdMter. It ii the pnwHea to woik eat Hm unit rate p«r
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iiM  In xeipaet of mdh operfttion. The object of wotking out unit 
Mte it to compaxe it with the estimates and the actual cost oC other 
eperatfODB and to see that the rate is reasonable. In working out 
Ihis rate the cost of labour remaining idle under normal operating 
traditions such as those occasioned by breakdown of machines, 
Aielling, field tervicing and similar other causes is taken into 
fccount. In this particular case some labour remained idle due to 
the failure on the part of the owner to deliver the land for reclam
ation. As the full cost was recovered, the Corporation is of 0{dnion 
lliat the inclusion of this cost under extraordinary circumstances 
outside the s o ^  of normal operating conditions would have served 
BO practical purpose but would produce an inflated cost which would 
not provide an appropriate basis at comparison either with the 
estimated rate or the cost of similar operations.

It is true that the Financial Adviser is responsible for the siqier' 
vUon of the manner in which the accounts of the Corporatiim are 
maintained. As the costing procedure had already been prescribed 
by the Corporation in consultation with the Financial Adviser, the 
day-to-day maintenance of the accounts according to tiie prescribed 
procedure is the responsibility of the Executive and the Accounts 
Officers attached to the Field Offices. The unit rate is ealwiî itfd by 
the Executive fnnn the financial accounts prepared by the Accounts 
Officers and, therefore, the Corporation would like to tuggett 
there hat been no failure on the part of the Financial Adviser in fiis 
diaeharge of his statutory reapoosibilities.
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Annezure Vm

^ e  Damodar Valley Corporation has explained as follows;

This is an old case of 1950 in req>ect of which it is difficult to 
lay hands on all the rdevant documents. The purdiast 
was nude fnnn East India Railway, Barwadi, whidi is 
a Government organisation. A further investigation has, 
however been carried out a ft »  going throu^ the fUcs 
available on the subject

Regarding the sancticm to the purdiase, the investigation 
reveals that the £ngineer-in>Charge was not oblivious of 
the need for obtaining Corporation’s sanction. In fact, 
the files show that he had been making mquiries from 
the Purchase Department for the cost price of the Mixos 
and the last reminder issued by him was in November, 
1950. No further papers are traceable to diow how this 
was pursued thereafter. The matter was referred to 
the then Engineer-in-Charge, at present an employee of 
the Government of West Boigal, and he has drawn Cor
poration’s attention to the fact that the Project estimates 
for the Barrage and Irrigation Project jvepared by him 
in 1951 provided for a number of Concrete Mixos and 
these were covered by the final sanction issued by the 
Corporation in September, 1951 and thmfiwe there was 
no need for obtaining spet^c sanction for this particular 
purchase already made. It is noticed that on the 10th 
September, 1951, Corporation sanctioned the overall 
Irrigation Project estimate for a sum of Rs. 19,96,26,000. 
It was stated in the sanction that the orders and sanctions 
which have already been placed or issued are induded 
in this sanction. As such, specific sanction for this parti
cular purchase already effected was not essential In 
the circumstances, the Corporation would suggest that 
no action against the Officer need be taken.

Regarding the responsibility oi the Inspector of the Purchase 
Department he explained in January, 1950 that the Purchase Offlecr 
jKcon^mnied by a Mechanical E t̂gineer inspected the stores and that,

(Reference para 65 of the Rqfiort)

116



tatcr, ta Afliistant Purduoe Officer was sent to cany out demonatm* 
Moni teat In May, 1950 he was d^uted to take ddivery at the mate- 
rials from the Railways and despatch them to destination. As ho 
iound the nuich|ne complete with all the parts, he stated in his stato- 
nent of 31st IiCqr, 1950 that it was received in good ondition.

It is on reoord that the Purdiase Officer acctnnpanied by a Medi»- 
nical Engineer did in February, 1950 inspect the materials and draip 
lated a list of selected stores on 1st March, 1950. In a note to the 
Corporation dated 1st Mardi, 1950 he stated that all the equipment 
Are in serviceable condition and that srane of them are in original 
packing cases. It is true that an Assistant Purdiase Officer visited 
the Store yard on 26th Mardi, 1950 but his tour note of 28th March, 
1950 makes no mention of any demonstration test. As the officer haa 
since died, this cannot be verified. The notes, however, indicate that 
he was there to make arrangement for delivery and deqtatch of 
selected materials from Barawadi and suggested that this person (the 
Inspector) will be "suitable to be our Supervisor to see to the ploce- 
ment of wagons and despatch of materials expeditiously." It is also 
on record that the Resident Engineer, Bokaro, an <^cer of the rank 
of Superintending Engineer, visited Barwadi on 31st May, 1950 and 
selected the identical mixer for Bokaro after personal inspection. 
This raises scmie doubt whether the mixer was really unsoviceable 
Ai the time of delivery by the Railways.

It is clear that the machine was inspected by the Purchase Officw 
in February, 1950 and certified as serviceable. The Residoit Engi> 
neer. Bokaro, selected the same madiine for Bokaro in May, 1950 
after personal inspection.

The Assistant Engineer of the Headworks Division who took 
delivery of the mixer, did not report that it was unserviceable 
although he reported the short-receipt of some minor parts. He did 
not s>erhaps carry out any demonstration test as the machine was 
al.'-cady inspected by the Purchase Departmoit. The mixer was 
made over to the Mechanical Division in Septembw, 1952 unused by 
the Headworks Division and the Medianical Division reputed in 
September, 1954 that it was beyond economic r̂ Murs. It is quite 
pos^ble even probable—that it became unserviceable due to storage 
without use for more than four years. Hie Controller of Purchase 
and Stores suggested at one stage of the investigation that the mixers 
ndght have been partly cannibalised with a view to renovating other 
mixers in use. No concrete evidence is available but it is not impro- 
b «»^ .

The Inspector in question was an employee of the Railways and 
the Purchase Officer recommended in March. 1950 the appointment
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of fliia pemm as Inq>ector as he was an Eleetrical ntter, laaima d t 
€ w  machines and equipment and is acquainted with the stom In th» 
dqiot (Barwadi) and can be utilised for locating the best things In 
A e lot Tbia person was ultimatdy appointed by the Gorporatioa In 
April, 1950 as one of our Inq>ectors. The Purchase Offlcw*s statement 
Ihat he was acquainted with the stores in the depot and could be 
utilised for locating the best things in the lot has been taken by the 
Audit Dqwrtment to imply that he was reqmnsible for carrying out 
«  second ezaminati<m of the mixor in question. This does not seem 
to be a logfeal conclusion. The note merely states his qualifications 
•nd can hardly be construed as requiring him to carry out a secuid 
examination of the equipmoit already inspected by a senior t^cer 
of the Ctnpwation. In fact, in the Purchase Order issued on 2nd May, 
1950, the Executive Engineer, B.S. omstruction, Barwadi, was request> 
ed to arrange despatch of the materials to the Consignee (Assistant 
Engineer, D.V.C., Durgapur). A copy of this order was endorsed to 
file Inspectw who was at the m<»nent at Calcutta. There is no 
instruction in this endorsement for him to carry out a sectmd ocami- 
nation of the mixer. His contention that he was deputed in May, 1950 
to talce delivery of machines and oth«r materials from the Railways 
and despatch them to destination may, ther^ore, be cotrect He did, 
however, exercise the functions of an Inspector in rcqiect of new 
transactions.

In the circumstances, the COtp<mtu» considerB that so far as tfiis 
machine and other materiab of the same lot are concerned, he played 
merdy the role of a Deqtatdier and it wiU be unfair to take any 
disciplinary action against him. Hie reasons for this conclusion 
ate summarised below:

(!) The mixer was inqiected by the Purdiase OfBcer aoooai> 
panied by a Medianical Engineer in February, 1950 and 
certified as anrvioeable.

(ii) The same mixer was selected for Bokaro by the Resident 
En f̂ineer, Bokaro, after personal inspection.

(ill) The Indent placed on the Railway directed the Executive 
Engineer, Railways, to arrange deqwtdi ot the mate
rials to the Condgnee. The copy end^ied to the 
Aupeetor at Calcutta does not require him to carry out 
a technical examination over agakt.

(Iv) It is doubtful triwdier the mixer was unaenrleeable at the 
How of ddifery by tfie Raihvi^
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Ab regards fhe Oominittee’8 finding thst the Craporatiim coidA 
iMtve Instituted investigation into tiie purdiase mudi earlier, it ms^ 
lie stated tiiat the case came to the notice of the Corporatioii oolj i »  
August, 1955, when the question of write-off was referred to i i  
Since then the natter had been under investigatiim from all aspects 
and the final ocders sanctioning writeoff were issued in July, 1959.
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A a iM K n n  D C

(References No. 40 oC llie Statement)

Hm Public Accounts Committee have observed that in theKoaar 
Arbitration case things have been allowed to take their own course. 
Ih e Oommlttee is not, periiaps, aware of the magnitude and oom> 
pladty at the work involved in this case.

It ounpiises 29 daims of the Corpwation valued at about Ra. t  
crores and 53 claims at the Contractors valued at about Rs. 1*40 crores. 
In reality, it comprises 82 cases rolled into one.

Hie matters to be dealt with are of a h i^ y  tedmical nature 
inv(dving a careful study and proper imderstanding of the technical 
features and their financial implications with referaice, in the flnrt 
instance, to the S.C3. documents and their target estimate, the coat> 
phis-fee tenders, the unit-rate tenders, the various dianges in dealgii 
and specifications and then the numoous correspondence going aa 
far back as 1949.

The Arbitraticm Agreement was signed on 7th January, 195T but 
<he Corporation to(dc stq » in advance to appoint a ^>edal Officer 
who joined duty on 17th Deconber, 1K 6. After he had studied the 
relevant documents and oorrespondonce relating to the various daima 
and counter-claims and prepared a statement of the case the Solid- 
tors and the Counsel were appointed on 20th liCarch, 1957 and 20tli 
April, 1957 respectively. The Arbitrator entered iqxm the r^erenca 
•n 22nd April, 1957.

Tliere were 32 hearings between 22nd April, 1957 and 16th iann- 
•ty, 1958 when the first witness of the Corpwation was presented, 
ftc y e ss during the period was bouuu > be dow as sufficient time 
Jwd to be given to the counsel and the Soiidtors of both the parties-^

to study and understand—
(i) the S.CB. documents (7 volumes) and tiieir target estt>

matê
(ii) the coatf>lna>£ee tendecâ

0ii) tiie anii«ate tenden^
(ir> the dMQge in design and apecMieatloaa eantod out lif 

Gruner Brothers in AprU, 1950̂
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(v ) the cubsequent dumges in dedgn and iqwdfleations o< thr
t3«y Blanket carried out by Grunw Brothers hi Se|K 
tember, 1950.

(vi) the majmr change in design and qweiflcations carried out
in September, 1950 based on the decision to replace 
the earthen dam in the river diannel section by a 
Concrete Gravity dam,

(vii) the Original Agreemoit of May, 1950 and all correspond
dence leading thereto,

(viii) the suj^lementary Agreement of March, 1951 and all cocv
reqKmdence leading thereto,

(ix) the numerous-Field instructions issued by the Consulting
Ikigineers from time to time, and

(x) the Level Bo<to, Measurement Books and the Bills of
Quantities;

(b) to select the documents to be disclosed;
(c) to carry out inspection of stores and other accounts and

the numerous documents including machinery and otiier 
operational records disdosed by both the parties;

(d) to prepare the statement of claims for presentation to the
Arbitrator;

(e) to examine the statements of claims of the other party
and to prepare the counter-statements. llieTe was no 
hearing from 7th to 19th September, 1957 on account of 
the illness of the Contractors' Solicitors. There w oe 
also no hearings from the 23rd September, 1957 to the 
24th October, 1957 on account of the Puja Vacation. Then 
the Counsel and the Solicitors of the purties had to visit 
the site and the Arbitrator himself accompanied by 
represeiutives of both the parties carried out a local 
inspection of site conditions.

The Court work done during the 32 hearings consisted of the 
ioUowing:

(i) Direction by the Arbitrator frcMu time to time regarding the 
conduct of Business of the Court

(il) Interpretation of the various clauses of AiWtratioii Agree
ment by the Counsel of botii parties.

(ili) Explaining the SCB documents and the subsequent 
changes in design.

(iv) Explanation of theimidicationsof theoost-^us-feetndm 
and the ttnii*rate tenders.
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<▼) laterpretatioii of the Oiigiiui «nd tiit SupfdemoiUaT 
Agreonoita tiie Couasds.

(vi) Eqilaining the implications oi the Bau Conunittee’a Repor|. 
<vii) IbQ>laiiation of the theoriet and praeticea of dam building 
<Tiii) Beading the numoous cotTeQmndenoe, drawingi, ipecift> 

cations etc., and explaining their implications.
(ix) A  general statement on the individual claims and countw> 

claims <rf the parties.
The following table will indicate the volume of atatements and 

îselosures that had to be dealt with in course of the proceedings:
Corporttion Contiact^

(P«gC8) (P«ge«)
1. Statements of claims . . . .  41 135
a. Coaiitep«a(ements of parties 141 sS
3. Disclosure* in 4 volumes each 717 748

m

Tliere were 156 hearings from the 16th January, 1958 to the 4th 
July, 1950. The examinatitaa and cross-examination of 8 witnesses 
irf tile Coiporation and 3 witnesses of the Contractors have bee» 
cranpleted Hie Examination-in-chief of the 4th witness of the Cm>* 
tractors was completed and cross-examination commenced on 4th 
July, 1959. The following table will indicate the number of questions 
put to each witness and the number of hearingi in respect of eaA 
witness:

Cwpofttion’a witnen No. of 
heatingt

questions questions 
(Examination) (cross 

examina
tion)

Total 
(quest iona).

No. 1 
Ko. % 
No. 3 
No. 4 
No. 9 
No. 0 
No. 7 
Nob i

10+19
10+18

i+ a
*+ 0
i + l
i + l

m
ai+30

1.574
1.609

140
4*3
110

a.S99
3,033

296
ao3

l,4*«
M3

4.*73
4.«4»

1
. J S

3>3

Total « 7» 4.190 t.013 » .M 9

Coat noon' witness.

No. 1 . » i• »5* SM

Ntt. s . I 7 + »3 4» 3,57»

N*i t  . •> 4I «5+*7 a , i » d.MS

MOk 4 '  • • 1.340 • • *3 0

33+4*

79 4.0M •AOt



Total number of documents exhibited upto 31st July, 1959 was 
510.

The following factors were also responsible for prolongation of 
the proceedings:— ,

(i) No Senior Lawyer at Calcutta would agree to sacrifice his
practice in the High Court to conduct the case during 
office hours with the result that the hearings except on 
Saturdays had to be hdd in the evening usually at 5 v m . 
and lasted generally for two hours or less.

(ii) Daily hearing was not found feasible as the proceedings
of one day would be available only the next day when 
no time would be available to the Counsel and the Soli
citors to study them and to prepare for the day’s hearing.

<iii) Interruption due to Puja holiday (one month in 1957 and 
again a month in 1958) besides other government holi
days.

(iv) Interruptions due to difficulty in securing the appearance 
of witness employed in other Projects as indicated 
below;-
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11-7-58 to 25-7-58 15 days
10-8-58 to 20-8*58 . 11 days
22-8-58 to 2-9-58 12 days
22-1-59 to 16-2-59 . 26 days

64 days.

(v) Adjournments to facilitate inspection of accoimts and other
documents found necessary in course of examination and 
cross-examination.

(vi) Sickness of witnesses.
Hie total expenditure incurred upto end of September 1959 was 

as follows:—

O.V.C’i  a c o m n t ......................................Rs. 2-75 >*khs

Arbitrator’s account . Rs. t-so lakhs

T otal • Rt. 3 95

The arbitrator has been given further «ctension upto April, 19M.

907 (AU) LS-0



APPENDIX n

Para 12 oj Audit Report 1957-58—utilisation of DVC water

(i) What are the reasons advanced by the West Bengal Gov
ernment for not giving effect to the Planning Commis> 
sion’s instructions regarding the excavation of field 
channels for utilisation of D. V. C. water for irrigation 
purpose?

Tliis is essoitially a point which can be answered only by the 
State Government. So far as the D. V. C. is concerned, we have been 
urging the State Government to proceed with the construction of 
village diannels. The Project Estimate for the Barrage and Irriga> 
tion does not provide for the construction of village channels which 
is the function of the State Government. The attention of the Gov
ernment of West Bengal was particularly drawn to this matter in 
our letter of 20th August, 1958. We were informed in West Bengal 
Government’s letter of 30th December, 1958, that provision of clause 
9 of the West Bengal Irrigation (Imposition of water rate for Damodar 
Valley Corporation Water Bill) 1958, would afford the required faci
lities for construction of field channels by the cultivators interested 
in obtaining irrigation water to their fields when subjected to a com
pulsory levy under the same legislation and that suitable legislative 
measures would be considered in due course if the said provisions 
did not prove sufficient for the purpose. The West Bengal Act, 1958, 
which came into effect from 23rd February, 1959 provides that own
ers for occupiers of lands in the notified area, shall be bound to afford 
free passage for water through or over all lands in Jtheir possession 
or under their control and for that purpose to allow the construction 
and maintenance of such channels as may be necessary without 
causing unnecessary loss or damage to such lands. Sub-section (2) 
of the same Section provides that if any person refuses to comply 
with the order the Collector may cause the channels to be construct
ed or maintained and recover the cost thereof from such person as a 
public demand. It will appear from the above that these clauses do 
not fix any responsibility on the cultivators to construct and maintain 
the channels or pay for the construction and maintenance of field 
channels in the nomtal course. It empowers the (Collector to cause 
tile channels to be constructed and maintained and to recover the 
owt from the persons who refused to allow free passage of water 
over thdr lands. It is not dear from whom the cost will be recovered 
if there is no refusal on the part of the cultivator to allow the passage
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« f  water. It is, however, not known whether the Govenunent ooor 
templatef luitable leglilative measures to rectify this lacuna as indi
cated In their lettw ef 80th Dec«nber, 1958. We again drew the 
attenticm of the State Government to the necessity of taking quidc 
action in this matter in our letter of 1st May, 1959. But no r^ ly  has 
yet been received. It appears to the Corporation that no effective 
acticm can be taken by the Government of West Bmgal without 
amending the Law and it is perhaps for this reason that no active 
attempts have been made by the Government in that direction.

(ii) What was the area estimated to be irrigated and area actu* 
ally irrigated by the D.V.C. during the khariff season 
of 1958-59 (The figures for the old area and the new area 
may be shown separately)?

The following table will indicate the area estimated to be irrigat
ed and the area actually irrigated by D.V.C. during the khariff 
season of 1958-59;—

125

Original Revised Actual rrea
target
(1957)

target
(I95«)

Irrigated

Acres Acres Acres

New Are# 296,5M 2:9,353
Eden Canal area I 40,000 

VNot mentioned
4P.44*

Oamodar Canal Area . • J I85,OCO 176,110

T otal 521,561 445.951

The revised target was communicated to the Government in 
our letters of 5th May, 1958 and 14th July, 1958-

(iii) What wei% the reasons for the shortfall in the area 
actually irrigated as against the area estimated to be 
irrigated?

This point has to be dealt with in two parts, viz., ( 1) reascms 
for reducing the original target from 4,00,000 acres to 2,97,000 acres 
and (2) reasons for the shortfall against the revised target of
2,97,000 acres.

(1) The target of 1957 had to be revised in 1958 as the progress 
of construction of the canal was slower than anticipated in 1957. 
The reasons are the following:—

(a) Delay in excavating a stretch of 1-3/4 miles on the
Bank Main Canal oiving to extremely hard soil encounter*



ed in covurse of excavaition. U this stretdi of the eaaal 
could be completed in time it would have commanded
84,000 acres of the newly irrigated area.

(b) Non-availability of kiln burnt bricks in the area oi 
operation.

(c) Transport bottlenecks, which created difficulties in traoa- 
porting spun pipes, bricks, cement and steel, particularly 
on the Right Bank Main Canal sjrstem.

(d) Paucity of reliable contractor for minor works which still 
persists.

(e) Non-availability of steel materials which retarded the 
progress of manufacture of gates.

(2) The reasons for the shortfall in actual irrigation over the 
revised target are the following:—

(a) Breadies in the canal banks due to i^oges, i.e., holes In 
newly constructed bunds.

(b) Absence of minor distributaries in certain places-

(c) Difficulty in taking water across local roads.

(d) Unauthorised cuts by villagers.

(e) Over>topping and or bursting of banks at some places.

(f) As the actual irrigated area during the year was less than 
the designed figure, there was reduced discharge in some 
of the canals. The F.S.L. could not, therefore, be attain
ed at some places with the result that the outlets placed 
at higher elevation could not be fed. *

(g) Absence of protective embankments in the spill area of 
the Koonoor and Ajoy rivers which prevented irrigation 
in this area.

(h) Restriction on the discharge and full supply in areas 
where canals were in banking. Sudi precautions are 
necessary until the banks haive stabilised.

Additional information

The Audit report indicates that 3,01^ acres of new area were 
actually irrigated against the target of 3,37,000 acres. These figures 
were furnished to the Audit Dq>artment on the 1st Mar, 1950. 
4DjOOO acres rdating to the Ed«i Canal system was wrongly Indud* 
ed In the target for the new area. Hie error is regretted.
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3,01,686 acres r^ rted  in May, 1959, was computed on the baiia 
of prdiminaiy assessment The preliminary asessment was m 
follows:—

Damodar Caml S7«ten ............................. acres.

Eden canal s y s t e m ............................. 40>448 ..

Aiea lying bekm KhariAquednct . . . .  30t000 „

New atea bnught under irrigation . . . .  2,71,886 „

1S7

Totaz. . . . .  4,88,444

While reporting the figures to Audit on the above basis, 30,000 
acres represoiting the area lying below Khari Aqueduct was like
wise included ^  the new area through mistake. The correct figure 
for the new area on the basis of the preliminary assessment should 
therefore have been 2,71,886 since then. T^ere was a joint survey 
of the irrigated area by the officers of the West Bengal Government 
and of the D.V.C. and the result of the joint survey is indicated in 
the last colimm of the table under Question No. (ii).



APPENDIX m

Para. 13 of Audit Report for 1957/58—Negotiation after receipt of 
open tenders:

(i) What are the quotations of the fotir lowest tendners for
the work “A”? (The information may be furnished in 
the form of a tabular statement)-

The value of the four lowest tenders is stated below:
(1) Lowest .. Rs. 7,63,639
(2) Second Lowest .. Rs. 7,67,083
(3) Third Lowest .. Rs. 7,73,310
(4) Fourth Lowest .. Rs. 7,87,114

While the tenders were under consideration, the 4th lowest 
tenderer offered to reduce his rate by 3 per cent. This had the 
effect of reducing the value of his tender to Rs. 7,63,501, which is 
less than the value of the lowest tender by Rs. 138.

(ii) What were the reasons for not negotiating with the three
lowest tenderers for this work and giving the contract 
to the 4th lowest tenderer?

While forwarding the tenders with the comparative statement 
to the Additional Chief Elngineer on 28th September, 1955, the Pro
ject Manager recommended that if both works are not to be 
awarded to the lowest tenderer, who is the lowest for both, “A” 
may be awarded to the fourth lowest tenderer whose performance 
in the Mayurakshi Project was very good. He <}id not furnish 
any detailed explanations for rejecting the offer of the 2nd and the 
3rd lowest tenderers beyond making a general statement that their 
works are not very satisfactory. The Additional Chief Engineer 
recommended to the Corporation that work “B" may be awarded 
to the lowest tenderer and work ‘*A’* to the fourth lowest tenderer 
at 3 per cent, below his tender rates-

The Corporation did not see sufficient grounds for rejecting the 
lowest tender as this firm was reported to be working satisfactorily. 
The Project Manager was, therefore, requested to satisfy himself, 
after such enquiry as is possible, whether this firm should be given 
both the works or one work. It was held that in the event of the 
Project Manager preferring to award only one lock to the lowest 
tendeî r, it would be better, in view of the large value of the con
tract, to ask all dependable Contractors who have quoted to state
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whether they would be prepared to make any reduction of their 
offer for this work. Accordingly, the Project Manager carried out 
negotiations with Contractors whom he considered dependable and 
in fact did not call up the first, 2nd and 3rd lowest toiderers for 
negotiation. Nevertheless, the 3rd lowest tenderer submitted a re
vised tender of his own accord and he became the lowest, and the 
jourih lowest tenderer, the third lowest. The Project Manager in 
resubmitting the file to the Corporation stated that the third lowest 
tenderer was not considered suitable but does not state precisely 
why the second lowest tenderer was not called in. Regarding the 
lowest tenderer, he considered that it would be advisable to allot 
only one lock to this Contractor but did not furnish any specific 
reasons. He, however, stated in conclusion that his preference for 
the fourth lowest tenderer was not only because he offered to 
reduce his rates but because he being a qualified engineer himself 
the quality of his work will be much better. He urged that we 
had been able to get only fresh recruits as Overseers and Assistant 
Engineers who had never seen even a drawing of a lock structure 
in their life and it would be an advantage for the Corporation to 
award work to Contractors with engineering qualification.

Subsequent proceedings recorded in Corporation's file centred 
round a choice between the lowest and the fourth lowest tenderer. 
The Member in charge of Barrage and Irrigation had a discussion 
at a meeting in which the Project Manager (B & I), Additional 
Chief Engineer and the Deputy Financial Adviser were present- 
The details of the discussion are not on record but it 
was recorded that both the Project Manager and the Addi
tional Chief Engineer were of the opinion that one work should 
be awarded to the fourth lowest tenderer who is definitely more 
competent and whose cost after negotiation will be just lower than 
that of the lowest tenderer. The final decision of the Corporation 
in November 1955 was influenced by the consideration that we 
were short of technical personnel and it would be definitely desir
able to award work to a firm with engineering qualifications, as 
this would relieve our supervising staff of a good deal of work in 
explaining drawings, layout plans, etc. The award had the im- 
animous approval of the Chairman and Members of the Corporation.

The contemporaneous records do not clearly specify the reasons 
for excludmg the second and third lowest tenderers. In a subse- 
qumt correspondence dated October, 1958, instituted after receipt 
of the audit objection, the Project Manager said that the second 
lowest tenderer was a new comer. As their dependability could 
not be assessed, the question of negotiating with them did not arise. 
Regarding the third lowest tenderer, he did some work in a regulator
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or bridge near Sadarghat but during inspection of work he did not 
impress the Project Manager to be of good standing.

(iii) Whether the Corporation granted extension to the Con* 
tractor due to non-completion of work within stipulated 
period and if so what was the justification therefor? 
Why no penalty was levied for the delay in completion 
of work?

The work was due to be completed on 31st March 1957. This 
was extended to 31st March, 1958 for the following reasons:—

(1) Abnormal flow of subsoil water was encountered in 
course of excavation. The Contractors had to operate 
two 6" dia. pumps and three 4" dia. pimips to cope with 
de-watering and with extreme diificulty the foundation 
of four out of five rafts, could be laid after the Additional 
Chief Engineer’s inspection of site and subsequent rais
ing of the foundation level by 1'.

(2) Quantity of excavation had considerably increased owing 
to a difference of about 6’5' in the ground level as per 
drawing and as per actual.

(3) The flood of September 1956 caused damage to earth 
work already done and re-starting of the work was 
delayed by about l i  months due to commimications 
having been cut off.

A further extension upto 31st June, 1958 had to be given as the 
bridge foundation and downstream protection work could not be 
taken up until the canal supply was stopped on 31st January, 1958. 
The construction of the bridge had to be kept in abeyance for a 
season as the Burdwan Mimicipality was not agreeable to divert 
the road over the bridge. Further, delay in the acquisition of land 
retarded the progress of earth work for the embankment.

As excavation of foundation and concreting had to be done 
against a head of S' to 7* of water in sandy soil requiring constant 
dewaterin" by heavy pumping, the construction of the toe wall of 
the downstream protection nose took longer than scheduled. The 
Contractors were, therefore, allowed further extension upto May, 
1959 to complete the earth work in removing downstream dividing 
nose. Then again, earth work by the side of the lock chamber 
walls and island portion involved carting of earth from outside 
which was not covered by the tender. The Contractor was also 
ordered on 30th May, 1959 to undertake turfing the slopes of the 
downstream nose and widening of the «n>roach road to 20* creat 
width which were wtside the scope of the tender. All this work 
was completed by the Contractor on 25th June, 1959.
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In the circumstances stated above, the question of imposing any- 
penalty did not arise.

(iv) Whether the D.V C. had to incur any additional expendi
ture because of the fourth tenderer not having fulfilled 
the contract? If so, what is the amount involved?

Tlie work was completed by the Contractor and paid for at tiie 
stipulated rates. There was no additional expenditure to the 
Corporation.

Supplementary Information

It may be observed that the lowest tenderer who was awarded 
the work “B" valued at Rs. 7̂  lakhs was to complete the work by 
30th March, 1957, Time for completion was later extended upto 
14th March, 1958. Even then he was not able to complete the work 
although dewatering work was undertaken by the Department. 
Penalty was, therefore, imposed under clause 2 of the contract. It 
may, therefore, be said in retrospect that, judging by results, it 
was a wise decision not to allot both the locks to this firm.
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APPENDIX IV
Summary of Conclusions I Recommendations

SI. Para No. Ministry/Department Condusions/Reconuncndations
No.

1 a_____________ 3_____________________________4______________________

1 10 Irrigation &Power/D.V.C. The Committee would like to refer lo their
recommendation in para 15 of their 14th 
Report (Second Lok Sabha) and reiterate 
the imperative need for settling the ques
tion of allocation of expenditure under 
Sections 33 and 34 of the D.V.C. Act 
without further delay.

2 13 Do. . . . In the Committee’s opinion, frcqucni revision
in the tar^ts of construction and provi
sion of irrigation water is indicative of not 
only defective planning and insufficient 
appreciation of the problems involved but 
also inadequao' of measures adopted to 
reach tht targets.

15 (ii) The Committee would urge that the
Central Government should take up 
with the Government of West 
Bengal the question of early excavation of 
field channels, the absence of which 
according to the General Manager of ihr 
Corporation was the main difficuhy in the 
way of effective and economic utilisa
tion of water.

(iii) The Committee are also concerm̂d at 
the non realisation K)f irrigation revenue 
all these years. If the matter is delayed 
funher, the financial interests of the Cor
poration will be seriously jeopardised.

t6 Do. . . . (iv) The Conunittee have pointed out in para
7 (Intro.) and para 55 of thrir 14th 
Report (Second Lok Sabha) that the parti 
cipating authorities have a responsibility 
to ensure that the objects for which the 
Corporation was set up are achieved. 
They, therefore, stress the need for con- 
cencd efforts on the part of the participa
ting authorities to ensure full and economic 
utiEsation of irrigation facilities.

) 19 DVC • . . I'he Committee feel that there has been lack
of proper planning on the part of the 
Corporation in the case of purchase of 
recording tape. Not only was there a 
delay of thret months in placing the order 
for an item of atore required 'immediately* 
but no timely action was taken to get 
the supplies quickly.
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4 22 D.V.C. • • The Committte doubt the purpose of working
out basicschedule hours for machines if they 
are not realistic. They desited to be fur
nished with a detailed note regarding the 
basis on which the basic scheduk hours for 
the machines used on the Panchet Hill 
Project were worked out, the reasons for 
low utilisation of these machines and the 
percentage utilisation of the labour emplo
yed to operate these machines during 
1957-58 and 1958-59. This informa
tion is still awaited.

5 25 Do. . . Thf Committee need hardly emphasise the im
portance of maintaining proper accounts to 
exercise efficient control over the cost of 
repairs of vehicles. They trust that this 
will be strictly followed in future.

6 28 Do. , The Committee feel that in accordance with
the procedure followed by the D.G.S. & D. 
in this regard, the basis of payment to the 
supplier should have been the net f.o.b. 
price as invoiced by the manufacturers (t.e. 
exclusive of rebate, commission, discount, 
etc.) instead of the gross f.o.b. price.

29 Do. . . . (ii) The Committee desire that in the interest
of uniformity, an early decision should 
be taken in the matter.

7 31 Do. , . . The Committee trust that the Corporation will
ensure that the cases of the type mentioned 
in para 30 of this Repon do not recur.

8 35 Do. . . • The Committee have no hesiution to observe
that the procedure followed in the matter 
of awarding contraas in this case was 
obiectionable and cut across the principle 
of competitive tendering.

•9 38 Do. • • . The Committee are not satisfied with the ex
planations for the enhancement of rates 
for the supply of boulders. None of 
the tenderers had specified >n their tenders 
whether they would supply fî >m the 
surface quarries or by blasting operations. 
Nor was there any evidence to show that 
the quarries were earmarked for surface 
collection by “A” aid “B” ard collection 
by blasting operations by the third firm. 
Therefore, the Comminee have found no 
basis for the presumption made that ten
derers “A” and “B” would have incuned 
losses if they were to complete supplies 
at the rate contracted for (Rs.39/6/- per 
% eft.).

In the opinion of the Conmiinee action on the 
part of the Engineeî ia-Chftrge to enhance 
the rate of supplies to Rs. 44/8/- P «  % 
eft. on his own authority was questionible 
They understand that where a contractor
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incurs losses, the normal procedure is to  
compensate him to the extent of actual 
losses suffered by him after scrutiny of his 
accounts provided he had exercised due 
prudence and care in execution of the con* 
tract. The Committee rcgrtt that an 
arbitrary departure irom this procedure 
was made in this case.

10 40 DVC . . . .  The Committee feel that open tenders
could and should have been invited in 
this case to secure effective compcti- 
tion. It was brought to their notice 
by the Comptroller and Auditor General 
that in this case for a work estimated to 
cost Rs. 14 lakhs the notice allowed to the 
intending tenderers to give their quotations 
was only 12 days. The Committee see 
little justification for this haste.

42 (ii) The Comminee find it diifficuk to
accept the plea that with the ssue and 
acceptancc of the letter of intent, a legal 
cozmnitment had been made. They feel 
that with the change of location of the 
Power Station and consequent reduction 
in the assumed len^hof pues the circum
stances had materially changed and as 
such withdrawal of the letter of intent 
could be legaUy and morally justified. 
It is unfortunate that legal opinion was 
not obtained at that time, especially when 
the financial stakes on the basis of drastic 
reduction in the assumed length of piles 
were considerable. Again no disabiUty 
atuched to the Corporation for inviting 
fresh tenders for the work (1044 numbers 
of piles) not originally contraaea for. The 
Committee are ̂  opinion that as the work 
had become comparatively easy there was 
every likelihood o(more firms coming 
forward for the same or the existing coâ  
tractors reducing their rates bad the Cor̂  
poration cared to take such action.

zi 45 DVC/AU Msnittries. . The Committee deplore the tendency 10
controvert fiicts stated in the Audit 
Report when they are examining the 
accounts and the Audit Reports and 
taking evidence. They would invite 
attention in this connection to the observa
tions contained in para 37 of their First 
Report (First Lok Sabha) and para 6 (In- 
troduaion) o f their 25th Report, VoL I 
and stress that all explanations and 
IlKtual data mast be furnished to Audit 
within the time allowed for fiimishii^ 
comments on the draft audit paramph. u  
further facu come to notice later they 
should also be Intimated to Audit foe 
due verification and posting the Commit- 
tee with up-to-date information at the 
rimifc o f them*
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» 4« DVC/AU AUaiittiet

13

14 5«

DVC .

Do. .

15 6t Do. •

17

63 D0./AU Ministriei

DVC .

The Committee rvet thtt due regud wm 
not shown h f  the officers of the Corport- 
tion to its dfarectives in respect of bulking 
of indents. They desire that the Cor
poration should impress on the officers 
m chaise of pladng indents the need for 
Observing the first and important canon of 
financial propriety, w - ,  the same 
vigilance * should be exercised by 
every public officer in respect of ex
penditure incurred from public monm 
as a person of ordinary prudence would 
exerase in respect of expenditure of his 
own money.

The Conmiittee fed that while working 
out the scheme for bonus and fixing the 
target date for the completion of work, 
all the relevant factors should have been 
taken into consideration.

The Committee are not convinced by the ex
planations offered by the Corporation in 
this case. They feel that the purchase 
of the hulls long before they were actually 
required for use was not justified. They 
are concerned that the advice of the Fin
ancial Adviser against this purchase, which 
was mven duly taking into account the 
opimon of technical officers, did not re
ceive the attention it deserved. Further, 
the Committee find it diffiaiif to under
stand why immediate steps were not taken 
by the Corporation to remove the boats 
from the Uhadangi Canal after these bad 
been renovated, and to moor them at a 
place where demurrage duvges would 
not have been payable. They also do not 
find any justification for the employment 
of the Serang and Lasker for the boat 
**Heron*’, when it was not put to any use.

The Committee fed that the ambiguity re
garding the imlicstion of price variation 
dause could have been avoided had the 
extension been granted to the firm on the 
explidt condition that the price variation 
dause would not apply in respM of suppli
es made after the due date. They will also 
like to be informed as to why no penalty 
coukl be inuxised on the firm tor not 
adhering to the date originally scheduled 
for completion of supplies.

The Committee reiterate their earlier re-
ŷwfyiwtien̂ af Âft (hat SaVC in CIT̂
cunutanmik) wodcofany IdM thould be 
oommenceit without the prior cancutioa of 
the contract documents. Thejrtnnt that 
thi* will be itrictly fidlowed in fotutc.

The Gooinittee are not ntUled with the « •  
plaiiatiaaa la thia case. Th^ t<«rct t»
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note that there hid been considerable 
slackness on the part of various officials 
concerned who dealt with this matter 
resulting in avoidable loss to the Corpora
tion.

18 68 DVC . The Committee are of opinion that as the
agreement by the Corporation with the 
consumers for the supply of power ex
pressly provides that the definuting con
sumers should pay a surcharge of one per 
cent per month from the due date of pay
ment of the monthly bill for power sup
plied, the Corporation should in future 
strictly enforce the provisions of penalty 
for the non-payment of bills by due dates.



UST  OF AUTHORISED AOBKTS FOR THE SALE OF PARLIAMEMTARY 
PUBLICATIONS OF THE LOK SABHA SECRETARIAT. NEW DELHI-i

Ageaqr Name and addicM Afency
iS .  of the Ageot No.

Name and address Afency Name and addreaa 
of the Agent Na of the Agent

X. Jain Book Agency, Con
naught Place. New Delhi.

а. Kitabistan. xy-A. Kamla 
Nehfu Road, Allahabad.

3. British Book Depot, 84, 
Hazratgani, Lucknov.

4. Imperial Book Depot, 268, 
Main Street, Poona Camp,

5. The Popular Book Depot 
(Regd.), Lamington 
Road, Bombay-?.

б. H. Venkataramaiah &  
Sons, Vidyanidhi Book 
Depot, New Statue Cir
cle, Myiote.

7. International Book 
House, Main Road, 
Trivandrum.

8. The Presidency Book 
Supplies, 8-C, Pycroft’s 
Road, Triplican?, Mad- 
ras-5.

9. Atma Ram &  Sons, 
Kashmere Gate, Dclhi- 
6.

10. Book Centre, Opp. Patna 
College, Patna.

11. J. M. Jaina Gf Brothers, 
Mori Gate, Delhi*6.

12. The Cuttack Law Times 
Office, Cuttack-a.

13. The New Book Depot, 
Connaught Place, New 
Delhi.

14. The New Book Depot, 
79» The Mall, Simla.

15. The Central N jws Agon- 
7̂> 23/90, Connaught Cir
cus, New  Delhi.

16. Lok Milap, District Co
urt Road, Bhavnagar.

17. Reeves &  Co., a9, Park 
Street, Cak»tta-x6.

D ^ t ,  Book 
Modi No. 3« iC g ^ .

19. The Kashmir Book Shop, 
Rfaidency Road, Sri- 
aagar, Kashmir.

ao. The English Book Stores, 
^L, ^MiMught Circus,

ai. Rama Krishiui & Sons,
16 B, Connaught Place, 
New Delhi.

22. International Book House 
Private Ltd., 9, Ash 
Lane, Bombay.

23. Lak̂ ĥmi Book Store, 42, 
M. M. Queensway, New 
Delhi.

24. The Kalpna Publishers, 
Trichinopoly-3.

25. S. K. Brothers, X5A/65 
W.E.A., Karol Bagh, 
New Delhi 5.

26. The International Book 
Service, Deccan Gym
khana, Poona-4.

27. Bahri Brothers, 188, Laj- 
pat Rai Market, Delhi-6.

28. City Books II rs, Sohan- 
gan) Street, Delhi.

29. The National Law House, 
Near Indore General 
Library, Indore.

30. Charles Lambert &  Co., 
101, Mahatma Gandhi 
Road, Opp. Clock To
wer, Fort, Bombay.

31. A. H. Wheeler &  Co. (P)

32. M.S.R. Murthy &  Co., 
ViMkhapatnam.

33. The Loyal Book Depot, 
Chhipi Tank, Meerut.

34. The Good Companion, 
Baroda.

35. University Publishers, 
Railway Road, Julhindur 
aty.

36. Students Stores, Raghu* 
nath Bazar, Jammu- 
Tawi.

37. Amar Kitab Ghar, Oia- 
gooalRoad, JamShedpuî

38. AUied Trader*, Motia 
ParJc. BhopaL

39- E.M. Gopalkrlshna Kone 
(Shri G ^  Mahal),. 
North Chitrai Street, 
Madura.

40. Friends Book House, 
M. U. Aligarh.

41. ModKn Book House, 
286, Jawahar Gani, 
Jabalpur.

42. M. C. Sarkar & Sons 
(P) Ltd., 14 Bankim 
Chatterji Street, Cal- 
cuna-12-

43. People’s Book Housi, B- 
2-829/1 > Nizam Shahi 
Road, Hyderabad Dn.

44. W. Newman & Co. Ltd., 
3, Old Court House 
Street, Calcuttt.

4S- Thacker Spink &  Co. 
(1938) Private Ltd., 3, 
Esplanade East, Calcutta
1.

46. Hindustan Diary Pub
lishers, Market Street, 
Seiunderabad.

47. LaxmiNarain Agiprwal, 
Hospital Road, Agra.

48. Law Book Co., Satdai 
Patel Marg, Allahabad.

49. D* B. Taraporevala &  
Sons Co. Private Ltd., 
210, Dr. Naroii Road, 
Bombay-1.

50. Chanderkant Chiman Lai 
Von, Gandhi Road, 
Ahm̂ dabad.

51. S. Krishnaswamy & C »  
P.O. Tvppakulam, Tu- 
chinapulb i.

53. Hyderabad Book Depot, 
Abid Road, (Gun Foun
dry), Hyderabad.

53. M. Gulab Singh & S o »  
(P) Ltd., Press A rea, 
Mathura Road, He« 
Delhi.
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No. of the Agent. No. of the Agent.

^  CV.VenkaUcfaala Iyer, 
Near Railway Statioa, 
ChalalQidi.(S. I.)

55- The CUnJambaram Pro- 
nakm Stores, Chindam- 
barun.

56. K. M. Agarwal ft Sont, 
Rinlway Book Stilly 
Uda^Nir (Rajasthan).

S7< The Swadesamitran Ltd., 
MoontRoad, Madras 2.

58. The Imperial Publishing 
Ca 3, Fail Baaar, Darya- 
gaw, Delhi-6.

59. Tlie High Commission of 
India wablishment De
partment AMwych, 
LoadoB, W. C-2.

•eo. Oarrent Book Stores, 
ACamtl Lanĉ  Raghvnath 
Dada Street, Bombay-i-

I. Intematioiial Consaltants 
Corporation, 4SC, 
Mairedpally (East), 
Seouderabad (A.P.)

<«2- K. G. Asxrvandam & 
Sons, Cloughpet, P. O. 
OngoU, Ountur Distt. 
<Andhn^

63. TIk New Order Bo(d: Co. 
EUis Bridge, Ahmedsbad,

<£4. The TMveni Publishers, 
Masnlipatnam-

-65. Di-xan Book Stall, 
Ferguson College Road, 
Poona .4.

68. Oxford Book & Statio
nery Co., Soindia House, 
Connaught Place, New 
Delhi.

69. Makkala Pustaka Press, 
Bolaraandira, Gandhi
nagar, Bangak>re-9.

70. Gandhi Samriti Trust, 
Bhavnagar.

71. People’s Bode House, 
Opposite Jaganmohan 
Palace, Mysore-i.

«6. J.jayana Boc 
Chapmrwala 
KarofBagh,

Book Depot, 
Knan, 

New Delhi

«7. BooUand, 6$, Madar 
Gate. Ajmer (Rs.aathan).

7». ‘JAGRirr
Bhagalpur-a, ^IHAR)

73. The New Book 
(P) Ltd., Kitab 
188-90, Dr. Di 
Naot<qi Road, Bombay

74. The English Bocdc Depot, 
78, Jhoke Road, F̂ tok- 
pore C^tt.

75. Minerva Book Shop, 9,
Maricet, New

76. People's Publiahi 
Hous;, Rani 
Road, New Delhi-i.

77. Shd N. Chaoba Singh, 
Newspaper Agent, Ram- 
lal PaJ High School 
Annexe, !m |^, Manipur.

78. Minerva Book Shop, The 
Mall, Simla-i.

79. Univerul Book Company 
ao, Mahatma Gandhi 
Marg, Allahabad.

80. Madhya Pradesh Book 
Centre, 41 Ahiliya Pom, 
Indore City CM P.'

81. Mittal Co, 85-C. New 
Mandi Minafit Nagar 
(U.P.)

8a. Firma K. L. Mokhopad- 
yay, 611A Banchbanm 
Aknir ume, Calcutta-xa.

83- FteelandPublicationa^

84. Gosl TMden, xoo-C, 
New Mandi, Maaaflhr 
Nagar (U.P.)

85. Mdita Brotheia, s»-G, 
Kalkaji,New Dellu-I9*

86. The Krishna Bo^ Depot 
Publishers, Booksellers, 
SUtioners & News 
Agents, Main Bsaar, 
Pathankot, (B.P.)

87. Dhanwantia Medi^ St 
Law Book House, 1513, 
UipatRaiMvket, Delhi 
6.

88. The United Book Agency
48, Amritkaur Market, 
Paharganj, New Delhi.

89. Pervaie’s Ba(dc Howe, 
Book Sellers & News 
/ ^ ts  Koppikar Road,

90. B. S. Jain & Co., 71, 
ijato|mta, Muralbraagar

9t. Swadeshi Vastu Bh«ndar> 
Booksdkts, Ja

9J BhofUal L. Fauna, Book* 
stallContractor, Ritilway 
Junction, Rajkot.

93. Sikh Publiahing House




