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INTRODUCTION

1. the Chairman of the Public Accounts Cofnmit4^ as authorised 
by .tKe Committee do presmt on their behalf the feixty^flS Report 
on Para *76 of Audit fteport (Civil), 1966 relating to'the'MSiistry "-of 
Works, Housing & Urban Developmeilt re: undue benefit to £i firm 
of hoteliers.

2. The Audit Report (Civil), 1966 was laid on the Table of the 
House on the I5th March, 1966. The Public Accounts Committee at 
their sitting held on the 2nd September, 1966 decided to appoint 9 
Sub-Committee consisting of the following members to consider in 
detail the case referred to in Para 76 of the Audit Report (Civil), 
1966.

1. Shri R. R. Morarka—Chairman.
2. Sardar Buta Singh
3. Shri B. L. Chandak
4. Shri Shivajirao S. Deshmukh
5. Shri Cherian J. Kappen Members.
6. Shri Ku. Sivappraghassan
7. Shrimati Devaki Gopidas
8. Shri Om Mehta
9. Shri B. K. P. Sinha.

3. The Sub-Committee examined this para in detail at their 
sittings held on the 15th and 18th November, 1966. They finalised 
the Report at their sitting held on the 30th November, 1966 (FN).

4. T9ie Committee considered and approved this Beport at their 
sitting held on the 30th November, 1966 (AN).

5. Minutes of the sittings of the Sub-Committee and the main 
Committee form part of this Report (Part II*).

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

*Not printed. One cyclostyled copy laid on the Table of the House and 
five Cities placed in Parliament labrary.

(V)



(Vl)
7. IKe Committee place on record their appreciation of the asils- 

tance rendered to them, in their examination by the Comptroller and 
Auditor General of India.

8. They would also like to express their thanks to the Officers 
of the Ministry of Works, Housing & Urban Development eta tor 
the coH)perati(m extended by them in giving Information to the 
Committee.

Nkw Dilhi; R. R. MORARKA,
November 30, 1966. Chairman,
Agrahayana 9,1888 (Saka). Public Accounts Committee.



Undue benefit to a firm of hoteliers—/pages 84-85, pare 76—Audit 
Report (Civil), im .

With a view to provide residential accommodation fo the dele
gates of UNESCO Conference to be held in November, 1956, a pri
vate firm of hoteliers were allotted in December, 1955 a plot of land 
measizring about 6*^ acres for the construction of a hotel. This 
allotment was made at concessional rates viz., 5*46 acres at a pre
mium of Rs. 2 lakhs per acre; and 0-86 acre at Rs. 1 lakh per acre, 
plus groimd rent at 2i per cent of the premium, per anniun, on the 
specific condition that the lessee would construct at least 100 rooms 
before the commencement of the Conference. This, however, was 
not fulfilled.

The other terms of allotment were that:
(i) The firm would pay 10 per cent of the premium imme

diately and the balance 90 per cent before 15th January, 
1956; interest at 6 per cent per annimi was to be charged 
on tiie amount remaining unpaid after 15th December, 
1955; ■

(ii) The firm were to deposit a security of Rs. 25,000 as a 
guarantee for completing the construction of at least 100 
rooms by 31st October, 1956; this was liable to be forfeited 
in the event of breach of this condition.

While the firm paid the 10 per cent of the premium amounting to 
Rs. 1*18 lakhs immediately the balance 90 per cent amounting to 
Rs. 10-60 lakhs was paid by them only in July, 1956 and March, 1957, 
after four extensions up to 30th June, 1956 in the period of deposit 
had been obtained by them from Government.

1.2. On their failure to observe the condition rc^rding tiie cons
truction of at least 100 rooms by tbe stipulated date, the security 
of Rs. 25,000 deposited by them was forfeited in October, 1957. This 
was also followed by orders for the re-entry of the premises issued 
by the Department in January, 1959. No action was, however, taken 
to secure physical posBession ot the premises. The matter was sub
sequently examined in consultation with the ItUnistry of Law who 
suggested (September, 1961) ah amicable settlement, as, according 
to them, there was no concluded contract; the letter to the firm con  ̂
veying the allotment by the Land and Development Office had not
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been signed in the name of the President of India. On this basis, 
the deposit of Rs. 25,000 was refunded to the firm in May, 1964 and 
they were also allowed extension of time for the construction of 
the building up to 30th June, 1964. In July, 1962 an agreement 
lor lease was ateo executed with the $rm.

1.3. The following further points were noticed:
(i) The firm were allowed to construct the building up to a 

height of 100 feet as against the permissible height of 70 
fe<t without the Ittvy of additional charges which work 
ottt to 2*44 lakhs;

(li) In Decembear, 1960, the firm were foimd to have en
croached upon Government land measuring about 860 sq. 
yards, which was vacated only in May, 1964. It was stated 
by Government in October, 1965 ^at instructions to re
cover damages amounting to Rs. 24,5^ have been issued 
to the Land and Development Officer.

Agreement made without inviting tenders
1.4. In April, 1955, the President of the Company represented 

to the then Minister for Works, Housing and Supply that his firm 
was unfairly treated in allotment of land in l96l for cohrtruction 
of a hotel in the Diplomatic Enclave. At that time there was also 
a talk about accommodating the tJNESCO delegates who were 
coming to Delhi for ft Conference to be held'iif l^ovember. 1956. 
The Secretary of the Ministry of Works, Housing and Supply 
vhrote to the Ministry of External Affairs that the firm might be 
given a chuce to put up a hotel on IkfatiiuM Û>ad« and sought 
aiqproval of the then Prime Minister. (Earlier in connection with 
the case of a hotel to be located in Diplomatic Enclave, the Prime 
Mini«tpr has said that it would be imdesirable to permit this 
hotelier to acquire any interest in it, as he was already in the posi
tion of bdng a monopolist in the hotel busin«s). Mter the pro
posal in thiff case was approved by the Prime Minister action was 
initiated to allot the land ter the Ann for constructi<m of a hotd. 
The Committee adced why tenders were not invited for alW^ent

Che land. The representative of the HCinl«try of Works, Housing 
Urban 0evelopmeDt stated ttoat one ot t ^  i«m oiu  that 

Ite firm had been negottirting for 2-® years for iJtoteMnt of a 
idte ibi the Diplotnatic Bndav«, bul ultimately this was not 

tinted to them and Government tfanmselves decided to construct 
it hotel bn that site. Tlife llrra had rtiirspe t̂ed they had

pat to 'a loss of about lU. 2 laUis in ,o»p|^t^n tiie 
for construction ol a hotel in the Diplomatic llnclave in
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making plans etc. Another reason was that the flim had oon 
siderable experience in the line of rtmning hotels. The third 
reason was that the firm had undertaken to provide 100 rooms 
by October, 1956 for accommodating guests of the UNESCO Con* 
ference. Asked whether there was any record to indicate that It 
was a deliberate decision to do away with tenders, the witness rep
lied: “There Is no decision on the file to do away with tenders.” 
The witness added tliat no reasons were given in the records 
except the Government’s anxiety to see another hotel coming upi 
Asked if there was anything on record to indicate that because of 
Government’s anxiety to have 100 rooms for the UNESCO Con
ference in time, they dispensed with tenders, the witness replied 
in the negativ*.

1.5. The Committee asked whether it was the intention of Gov* 
enmient to allot the plot at a concessional rate. The representa
tive of the Ministry of Works, Housing and Urban Development 
replied In the negative and referred to the letter dated 12th May, 
1955 from the then Secretary of the Ministry of Works  ̂ Housing 
and Supply to the Secretary General of External Affairs stating 
that there was no Intention to give any sort of concession to the 
hotelier and that he would be charged market rates for the land. 
ITie witness added that before the negotiations with the firm start
ed the then Joint Secretary in the Ministry of Works, Housing .and 
Supply had recorded the following note on 23rd June, 1955 in regard 
to the price of the land:

•
“I mentioned to him (Honourable Minister) that tentatively

I was thinking that a premium of Rs. 1-5 to Rs. 2 lakhs 
per acre would be fair and not involve any subsidisation.”

1.6. At the first meeting held with the President of the firm on 
the 27th July, 1955, in the Joint Secretary’s room where the Joint 
Secretary (Rnance) was also present, it was agreed that the firm 
might be charged Rs. 2 lakhs per acre plus annual ground rent 
@  2i per cent thereof. The Committee were informed that in 
July, 1955 the Land and Development Officer had also informed 
the Ministry (in connection with another case) that on the basis 
of the prices at which land and buildings in 4 new colonies were 
actually sold according to the sale deeds recorded in his offic«. the 
following market values be adopted:

1. Sunder Nagar—Rs. 1,20,000 to Rs. 1,30,000 per acre.
1. Golf tdnk»-Ri. 1,20,000 to Rs. 1,30,000 per acr*.



8. Jorbagh Nursery—Rs. 90,000 to Rs. 1,00,000 per acr*.
4, Krishna Nagar—Rs. 80,000 to Rs. 1,00,000 per acre.

(These prices were suggested by the Land and Develop* 
ment Officer lor residential purposes).

In their note the Ministry stated that it might be argued that 
the rates suggested by the Land and Development Officer were 
for residential purposes and could not be adopted for a hotel sit®. 
In this connection, the Ministry mentioned that their experience 
showed that the price of land for a hotel site wh’ch was compa
ratively larger in area and on which the cost of construction, fur
nishing and equipment was quite high, was generally not higher 
than that of land for residential plots.

1.7. When the Committee pointed out that the price charged 
from the firm in this case was more than the rates given by the 
Land and Development Officer, the Land and Development Officer 
stated that the price of a commercial plot would be by and large 
almost double of that of a residential plot. In this ca<!e since the 
land value for residential use was Rs. 80 000 to Rs. 1.20,000. broad
ly for the purposes of commercial use it would be reason’ible to 
".timate that the price would be somethine I’ke Rs- H lalths to

2 lakhs. When the attention of the Land and Development 
Officer was drawn to the contention of the Minictry that “the 
prce of land for a hotel site which is comparatively large In area 
and on which the cost of construction, furnish’ne and equipment 
i<? quite high is generally not hieher than that of land for residen
tial plots”, he admitted that there wou^d be th’s contradiction 
m the Ministry’s note and added that he ŵ is merely trying to 
reconstruct the state of mind of the Government at the time when 
they came to the conclus’on that it would be reasonable to put 
Rs. U lakhs to Rs. 2 lakhs per acre. Asked whether the firm was 
actually charged the market price or more/less than the marlce 
price, the representative of the Ministry stated that according o 
the records the intention was to charge market price.

lit. It is not clear to the Committee how the price of Rs. t  
per acre ckar?ed from the firm was arrived at |>v the Ministry. From 
the facts placed before them, the Committee find that at the time of 
negotiations with the firm the M«n<stry were not aware about tte 
market rates of land for commercial use in the particular area. Th» 
rates given by the Land and Development Officer related only to 
the land for residential puTpom». Durinsr evidence before the Com
mittee two conflicting views about calculating the ratet of land nr 
eommerclal use (setting up of a hotel is a commercial activity) w w  
•î rasaed by the Ministry and tbo Land and Dreelopmwit CMBetf.
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la Iha opinion of the Committee, If the intention wai to lease the 
tend »t market rates it would havo been a better course to ascertain 
h through a tendor inquirj.

Concession in price
1.9. At the meeting held with the President of the company on 

the 27th July, 1955, it was made clear to him that construction of 
about 120 rooms in time i.c., by 31st October, 1956 for the UNESCO 
Conference “would be an essential condition of allotment of land 
to him and that in case the required number of rooms were not 
available by the scheduled time, he would be required to pay an 
additional premivmi to the extent of Rs. 50,000 per acre for the 
land”. As an alternative to this penalty the Joint Secretary (Finance) 
suggested that a security deposit should be taken from him which 
in the event of the firm’s failure to complete the required number 
of rooms should be forfeited by Government. With regard to 
the premium for the land, it was agreed that taking into account

, the location of the plot and the condition to be imposed for com
pletion of the major portion of the hotel before the commence
ment of the UNESCO Session in New Delhi in 1956, the firm might 
be charged Rs. 2 lakhs per acre plus annual ground rent at the 
rate of 2i per cent thereof.

1.10. Another meeting with the President of the firm was held 
on the 23rd August, 1955 in the room of Secretary, Ministry of 
Works, Housing and Supply. After this meeting the President of 
the company wrote a letter agreeing inter alia to the payment of 
price of land at Rs. 2 lakhs per acre and to the security deposit 
of Rs. 25,000 in bonds to be forfeited in the event of failure on the 
part of the firm to complete 100 rooms by 31st October, 1956.

1.11. The Committee drew attention to a note dated 10th Octo
ber, 1955 recorded in the Ministry of Finance expressing “In our 
opinion the figure of Rs. 2 lakhs per acre is very low”. The re
presentative of the Ministry of Works,, Housing and Urban Deve
lopment stated that the note had been recorded by the Deputy Sec
retary (Finance). The Joint Secretary of the Ministry of Works, 
Housing and Supply had subsequently recorded on 11th October, 
1955, that they could not reopen all these points. He had further 
recorded that when this matter had been discussed by him and Joint 
Secretary (Finance) with the Secretary, Ministry of Works, Housing 
and Supply and the hotelier, “we felt that the terms as em
bodied in the draft sanction were quite reasonable”. The Joint 
Secretary of the Finance Ministry to whom this note was marked 
by -the Joint Secretary of the Ministry of Works, Housing and 
Supplf had eonfirmad tha position.



L12. The Committee drew attention to the oommunleatlon dated 
24th September, 1957 from the Ministry of Finance (Delhi State 
Division) wherein it had been stated that “the lessees in this case 
were given substantial concessions because of their specific under
taking to make 100 rooms available by 31st October, 1956 for Gov
ernment guests of the UNESCO Conference.” In tiiis note, the 
Ministry of Finance had tdso stated that “the value of this land can 
easily be Rs. 3 lakhs per acre; the Works, Housing and Supply Min
istry have themselves assessed at Rs. 2-5 lakhs per acre, vide their 
note dated 24th August, 1955 . . The representative of the Min
istry of Works, Housing and Urban Development stated that this 
note had been recorded by the Deputy Secretary (Finance) about 
16 months after the agreement was reached with the firm. IVom 
the notings in the Ministry of Works, Housing and Supply nothing 
could be inferred to suggest that there was any concession given to 
the firm. Asked if the contention of the Ministry of Finance was 
disputed by the Ministry of Works, Housing and Supply, the wit
ness stated that there was nothing on record to show tha't this con
tention was disputed. Actually at the end of the Ministry of Fin
ance’s note there was a suggestion that the security deposit should 
be forfeited which was accepted by the Ministry of Works, Housing 
and Supply. The witness added that there was no occasion to dis
pute the contention of the Finance Ministry regarding concession 
given to the firm. Asked whether the extra premium of Rs. 60,000 
per acre suggested originally in the event of firm’s failure to com
plete 100 rooms in time did not indicate that the firm was being 
charged a concessional rate of Rs. 2 lakhs per acre, in consideration 
of making the accommodation available in time, the representative 
of the Ministry of Works, Housing and Urban Development replied 
in the negative and added that “Finance may take a certain view 
about the price.”

1.13. From the above facts the Committee have no doubt that in 
consideration of the firm’s undertaking to make available IM rooms 
in time, the premium of Rs. 21 lakhs per acre charged for the land 
involved certain concession. The Ministry of Finance were all along 
of die view that the rate of premimn was too low. The Committee 
note that in October, 1955 the Joint Secretary (Finance) confirmed 
tfcA* the terms embodied in the draft sanction as already discussed 
wifli the Secretary, Ministry of Works, Housing and Supply and the 
PlMldent of tbe company were quite reasonable, b  flit opinion of 
tte Committee, ‘'reasonablê  terms as agreed to with tĥ  Ann are io 
M  judged in the context of the essential eondlCloit tmpoMd ott fho



flnn to make avsHaUe IM rooms by 31rt October, 19S6 Ito tbe we of 
the delegates of the UNESCO Couferenee. This is also clear frmn 
the minutes of the first meetinf held with the firm on the 27th ilnl j ,
1955. It is also stgnificaat to note in this, connection that the Min* 
istry of Works, HonsinK and Supply did not diq^te the views that 
“the lessees in this case were given substantial concessions”, ex
pressed by the Finance Ministry even as late as 24th September, 1957. 
Even when the reply to the draft para was sent by the Miî istry to 
Audit in Octber, 1965, they did not dispute the fact that the land 
was allotted at a concessional rate; though during the evidence be* 
fore the Committee, the witness- pleaded tiiat it was an ovttsii^

1.14. The Committee asked how the amount of security of 
Rs. 25,000 required to be deposited by the firm was fixed. The re
presentative of the Ministry of Finance stated that the original sug
gestion was that in the event of the firm’s failure to complete the 
minimum number of rooms in time they should pay an additional 
sum of Rs. 50,000 per acre. The Joint Secretary (Finance) had 
made the second suggestion that the hotelier should be asked to 
make a security deposit but the amount of the security deposit was 
not indicated by him. This amount was mentioned for the first time 
in the hotelier’s letter dated ’26th August, 1955 addressed to the Min
istry of Works, Housing and Supply after he had discussions in the 
Secretary’s room on the 23rd August, 1955. The representative of 
the Ministry of Works, Housing and Urban Development stated that 
this letter gave the resume of the discussion held at the meeting on 
23rd August, 1955. The Committee asked whether apart from the 
hotelier’s letter of 26th August, 1955, there was any record of the 
decision taken at the meeting held on the 23rd August, 1955. The 
witness stated that there was a note on the file recorded on 24th 
August, 1955 stating that- a further discussion was held with the 
hotelier in the Secretary’s room and he “promised to write a letter 
for the consideration of Government”. The witness added that 
when this note was written, the intention was that certain points 
were discussed and decision taken. The hotelier was to write a 
letter setting out the facts correctly. Asked if certain decisions had 
been taken at that meeting why the expression “for consideration”  ̂
was used in the oifice.note, the witness stated that “I think probably 
the use of the words ‘for consideration’ is rather unfortunate” , con
sidering the contents of the hotelier’s letter and the Ministry’s note 
thereon dated 6th September, 1955. The Committee pointed out 
that even in the office note dated 6th September, 1955 there was a 
mention that the security deposit of Rs. 25,000 suggested by the firm 
seemed to be too low, which meant that there was no decision on 
that point. The representative of the Ministry of Works, Housing 
and Urban Development stated that the firm’s letter summarised 
2223(aiM.S— 3



the “discussip̂ £( that have taksQ place an4 also ti^ teatative dacir 
Sioh". TJiese 46cisiong. becain!($ fliiisi ®fter ]^i4st^ had eaEami  ̂
ed tiiem. '\^en th  ̂ Committiee-pointed wit that thare ’was no indi
cation to show that decisions were teatative, the witness agreed 
with this and stated that the letter sent hy the firm had been recon
sidered in the Ministry’s note dated 6th September, iS56, The wit
ness agreed that there was no finality about this point till 6th Sep- 
tember, 1955.

1.15. It is not clear to the Committee as to what were the reasons 
lor ixing the security deposit at stich a low figure of Rs, 25,000. 
fbe Committee note that originally it liad beat suggested that an 
a^tienal premium of Rs. 50,000 per acre might be chuged from the 
firm in the event of their failure to provide the required number of 
rooms in time. This worked out to Rs. 2,73,000 for 5.46 acres. The 
Committee consider that the security deposit of Rs. 25,000 finally 
agreed to was too low as compared with the original proposal to 
realise Rs. 50,000 per acre. As the completion, of rooms by the 
Slst October, 1956 was an essential condition, the security deposit 
should iMve been adequate to malse the firm fulfil this condition 
seriously.

1.16. The Committee are sorry (o note another disquieting fea
ture that no record was maintained in the Ministry of the discus
sions held with the President of the company on the 23rd August, 
1955 where important decisions were said to have been taken which 
superseded some of the earlier decisions.

8

Concession in height line

1.17. In their letter dated 26th August, 1955 addressed to the Min
istry of Works, Housing and Supply summing up the discussions and 
decisions taken at the meeting held on the 23rd August. 1955, the 
firm stated that “the height of the building will not exceed 120 feet”. 
In the Ministry of Works, Housing and Supply letter dated 10th 
December, 1955 to the Chief Commissioner regarding the sanction 
of the lease to the firm, it was stated: “As regards the maximum 
height: of the building, this will have to be considered separately, 
if any relaxation of the ordinary by-laws is involved.” This was 
conveyed to the firm in the allotment letter issued by the Land 
and Development Officer on the 17th December, -1955. The Com
mittee asked how the height of 120 feet was agreed to instead of the 
permissible height of 70 feet and why no additional charges were 
recovered from the firm for this. The representative of the Minis-



~try of Works, Housing and Urban Development stated that in a note 
in the Ministry on the 3rd Jiily, 1956 it was mentioned:

“As to the question of relaxation of the height restrictirais I 
think that we may permit height up to 100 feet on the con
dition that the total covered area does not exceed the total 
area permissible under our bye-laws, i.e. 70 feet x 1/3rd of 
5'46 acres, which was the buildable area.”

“I discussed this point with the L. & D.O. and he has confirm
ed to me on phone that the total covered area will be less 
than l/3rd of 5.46 acre of buildable land multiplied by 
70 feet permissible height, anti subject to Municipal bye- 
laws of height of individual floors.”

1.18. The witness added that there would have been justification 
for charging extra premium or additional ground rent if the firm had 
covered a bigger area by increasing the height of the building. Ask
ed whether it was a deliberate decision not to charge anything extra 
even if the firm constructed the building higher than the permissible 
limit provided the total covered area did not exceed what was per
missible, the witness replied in the affirmative. He referred to the 
notes recorded in the Ministry of Works, Housing and Supply on 
the 16th August, 1956 and 20th August, 1956 wherein the suggestion 
of the hotelier to increase the height to 109 feet was accepted by the 
Ministry and the Town Planning Officer without charging the addi
tional ground rent. The witness also referred to the note recorded 
on the 28th August, 1956 in the Ministry of Finance wherein Finance 
also agreed to relax the height line as may be approved by the archi
tect (not exceeding 120 feet) without levying any additional charge. 
The Committee asked whether it was realised that the firm would 
not be able to complete 100 rooms for the Conference, when the 
Government approved the relaxation of height of the building in 
August, 1956. The witness stated that this was realised at that 
time, because the Municipal Plans etc. had not been approved. Ask
ed why this concession regarding height was given to the firm in 
spite of the fact that he could not complete the minimum number 
of rooms in time, the witness stated that the firm had submitted the 
plans to the New Delhi Municipal Committee in March, April, 1956 
but they were not allowed by that body, to go beyond 70 feet height 
line,' unless relaxation was given by Government. Government de
cided about this point only in August, 1956. Asked if the delay in 
this regard was attributable to Government or to the contractor, 
the witness sta:ted: “It was the fault of the circumstances.” Asked 
why in tint cafse it was to forfeit tiie firm’s security deposit,
the witness replied that uttlmately in July, 1962 when it was decid-



ed to forgo the forfeiture of the security deposit, it was recorded 
that the delay took place for reasoxis beyond the control of the iizm. 
The witness gave the following chronology of events in this case;

(i) on 10th December, 1955 the sanction letter allotting a plot, 
was issued;

(ii) on 17th December, 1955, the Land and Development Officer 
communicated the sanction to the. firm;

• (iii) on 13th January, 1956 possession of the plot was given to 
the fim ;

(iv) on 10th April, 1956 the firm submitted the plans to the 
N.D.M.C.;

(v) on 17th April, 1956 the plans were rejected by the N.D.M.C. 
and the firm was also stopped from proceeding with the 
construction;

(vi) on 4th August, 1956 the firm wrote a letter requesting for 
relaxation of height line;

(vii) on 5th September, 1956, CJovernment communicated the- 
decision about the height line;

(viii) on 5th October, 1956 a show cause notice was issued to the 
firm for not completing 100 rooms.

1.19. The Committee pointed out that the hotelier was responsible 
lor 3 months delay in submitting his plans after the possession of 
land was given to him and another 4 months delay in asking for re* 
laxation of height line after his plans were rejected by the N.D.M.C. 
The witness agreed that the firm was responsible fpr seven months’ 
delay.

1.20. The Ck>mmittee note that whoi the Ministry cmisldered the- 
question of relaxation of hdght line of the building in Angust-Sep- 
tember, 1956 it was realised that the firm would not be able to fulfil 
the essential condition of the agreement viz. making available, 100 
rooms for the delegates of the UNESCO Conference by 31st October,
1956. In the opinion of the Committee before agreeing to the relaxa
tion in height, the Ministry should have re-examiî ed the whole mat
ter and not allowed any relaxation beyond the permissible limit 
withoat «D extni ehaife. The Committee also note tiiat aocotding 
to tihe M inis^ of T̂ ôrio, Housing and Supply, note reowded In 
August, 1956 there was no great justlilcatlon for charging the addl- 
tional ground rmt as the income capacity of the hotel was not going 
to be inoeased. The Ministry of Finance at that time were not lm> 
prrsnrii by this argument although they agreed to no additl<mal

10



ehargea betns levied In view of the earlier commitment Seeoadljr 
tai this ease the delay was mainly due to a long time taken by the 
firm In snlmdttln; their plans to the N.D.M.C. and In approachlnf 
Government after the plans were rejected by the N.DJH.C. The 
Committee feel that there was no justification for givinf the 
eracession.

Execution oj the agreement
1.21. After the firm failed to construct 100 rooms by the stipulat

ed date, the Land and Development Officer issued orders on the 13th 
December, 1957 forfeiting the security deposit of Rs. 25,000. As the 
firm failed to pay interest on belated payment of premium for the 
land and ground rent therefor, the Chief Commissioner, Delhi re
entered upon the premises on the 15th January, 1959 and asked the 
company to hand over possession of land to the Land and Develop
ment Officer on the 2nd February, 1959. The Company did not com
ply with these orders and Land and Development Officer sought fur
ther instructions from the Ministry by his letter dated the 20th 
January, 1961. The matter was considered in consultation with the 
Ministry of Law who opined that the letter allotting the land issued 
by the Land and Development Officer was neither expressed in the 
name of the President nor signed on his behalf. It, thus, failed to 
comply with the requirement of article 229 of the Constitution and 
the transaction evidenced by the allotment letter was, therefore, not 
a binding and enforceable contract and no right or action could be 
based on non-observation of its terms. The possession of the land 
by the company and the work carried out thereon was, however, 
unauthorised and constituted trespass in law. In view of the above 
legal position. Law Ministry however advised that there was no 
question of forfeiture of security deposit and cancellation of allot
ment and re-entry of breach of conditions of this supposed contract. 
According to that Ministry, although action could be taken for 
recovering’ possession of the land and demolition of the building 
constructed thereon under the Public Premises Eviction Act the 
proper course for the Government would be to reach a fair settle
ment of the outstanding matters by negotiations with the company 
who had invested a substantial amount of money in erecting a 
costly modern hotel building on the land.

1.22. In view of the advice given by the Ministry of Law, the mat
ter was discussed with the representatives of the firm on the 30th 
June, 1962 and the 3rd July, 1962. Thereafter, the matter was dis
cussed by the then Joint Secretary with the Minister for Works, 
Housing and Supply. It was, inter alia decided that the Coinpany

II



ta
•hall p a y  all the arrears of ground-rent and interest on prem iu m . 
Their security deposit of Rs. 25,000/- however need not be forfeited. 
This decision wais taken because 100 rooms which were originally 
required to be completed by the 31st October, 1956 could not be 
completed in time on account of delay in sanctioning the building 
plans by the New Delhi Municipal Committee. These plans were 
lanctioned by the Committee only in April, 1957. The delay in 
sanctioning the plans was considered by the Ministry to be due to 
the time taken by Government in permitting construction Upto a 
height of 109 feet.

1.23. After the lease documents were executed by the Company 
on the 19th December, 1963 and the Land and Development Officer 
had confirmed that all payments in full together with interest on 
arrears at 6 per cent per annum had been made by them, sanction 
for the refund of security deposit was issued by the Ministry on 8th 
May, 1964 with the approval of the Ministry of Finance. In July, 
1962 the period of completion of the entire building was extended 
upto 30th June, 1964.

1JZ4. The Committee consider it unfortunate that the letter of 
allotment Issued by the Land and Development Officer in December, 
1955 was neither expressed in (he name of the President nor signed 
on his behalf. They were informed during evidence that at that 
time a certain practice was followed in the Land and Development 
Offics. Allotment of letters are since being issued by the Land and 
Development Officer on behalf of the President.

1JZ5. The Committee do not agree with the Ministry that the delay 
In sanctioning the plans was due to the time taken by the Govern
ment. As already stated in para 1:19 above the iirm took 3 months 
to submit the plans to the New Delhi Municipal Committee and an
other 4 months to approach Government for sanctioning the height 
line after the plans were rejected by the N.D.M.C. The CommittM, 
therefore, feel that these circumstances were not beyond the control 
of the firm, and the original decision taken by Government In Decem
ber. 1957 to forfeit the security deposit was justified. As regards the 
question that the forfeiture of the security deposit was ill^al, the 
Committee feel that in view of the tact that the whole agreement was 
virfd and the firm could be treated as a trespasser on the land, there 
was no case for giving effect to the illegality of the agreement only 
to the forfeitnre of the security deposit. The Committee, therefor  ̂
see BO jastifieatioii for the refund of the security deposit after Beg»> 
ttatlMt with tho firm, althar on the ground that the drcumstanati



IS
leading to delay were beyond the control of the flrm, or on the cromid 
that the agreement was void.

1.26. The Committee asked about the reasons for delay of 9 
months in starting negotiations with the firm after the receipt of the 
Law Ministry’s opinion in September, 1961. The representative of 
the Ministry stated that they were working out the terms of com
promise with the party in consultation with the Ministry of Finance. 
The witness admitted that the period taken by them .was rather long. 
The Committee then pointed out that the Land and Development 
Officer re-entered the premises in January, 1959 but asked for fur
ther instructions in the matter only in January, 1961. The Land and 
Development Officer admitted that there had been delay in this mat
ter also and added that “obviously the files were not in order.” The 
representative of the Ministry of Works, Housing and Urban Deve
lopment stated that the case could have been referred to the Minis
try of Law at the most after a period of six months from the date of 
re-entry.

1.27. The Committee consider that the delay in the matter was 
unconscionable and hope that such delays will not recor.

Encroachment of Government land
1.28. The Committee were informed that the firm erected a wall 

on the foot-path adjoining the hotel in December, 1960 and the area 
encroached upon was 1253 sq. ft. This encroachment was vacated 
on 31st May, 1964. The Department had initiated a case against the 

’̂•m for the recovery of damages. Asked whether the settlement 
made with the firm did not include the question of vacation of the 
encroachment, the witness stated that at the meeting held in the 
Minister’s room in July, 1962 this question was considered. It was 
decided not to allot any additional land desired bv the party and that 
the land required for the construction of a road ŵ >uld have to be 
resumed. It was also decided that a clear un'lerstanding to this effect 
should be arrived at with the hotel authorities. Asked whether In 
the settlement with the firm any condition was laid down that the 
encroachment should be vacated by the firm, the witness statf l̂ that 
in the agreement they had mentioned about allotment of onlv 5-4(5 
acres of land which implied that this additional land was not given 
to the firm. Asked why the encroachment was allowed for two years 
even after the settlement, the Land and DAvelopment OfBcer stated 
that the Arm had not been r»»nsonahV and th«*v w«*re nrore<*d1ng 
against them. The witness informed the Committee that aT)«rt from 
thia encroachment there was a bigger encroachment by the firm eo



the other side in 1964. The hotel authorities were physically evicted 
in that case following the judgment of the Supreme Court. In reply 
to a question, the witness stated that the damages claimed lor the 
encroachment came to about Rs. 50,000 on one side and in all they 
had claimed Rs. 1,68,000. Asked why after the first encroachment 
came to the notice of Government no action was taken to vacate it 
the witness replied; “I can only make a surmise.”

1.29. In a note subsequently furnished by the Ministry, they have 
stated that when encroachment was noticed in December, 1960 there 
were two issues before the Government for consideration, namely:—

(i) whether action should be taken under the Public Premise*
Eviction Act to take possession of the premises;

(ii) whether the encroachment made by the company by erect
ing compound-waU should be removed.

1.30. At that time, both these pieces of land vested in the Goy- 
emment and their possession had to be taken back from the Company. 
Accordingly a reference was made to the Ministry of Law for their 
advice in May, 1961. They advised in September, 1961 that the posi
tion of the company in respect of the land allotted to them was of a 
trespasser in view of the allotment letter not having been issued in 
the name of the President. Action for their eviction could therefore 
be taken under the Public Premises Eviction Act. They, however, 
advised again^ this action and suggested that the outstanding 
matters might be settled with the company by negotiation. As 
regards the question why no specific mention was made in the agree
ment executed with the firm in July, 1962 about the vacation of the 
encroachment, it has been stated in the note that as it had not been 
decided to allot this land to the company, an agreement for lease was 
executed with the company in July, 1962 only in respect of the land 
measuring 6.32 acres previously allotted to them. Separate action 
was to be taken in regard to the encroached land. On 20th August, 
1962, the Land and Development Officer recorded a note that the 
party was prepared to surrender its possession. Action for the forci
ble eviction of the company was therefore no;t taken. In June, 1968 
after the company had paid all dues in resp^  of the land allotted 
to them and wanted the agreement for lease to be registered, they 
were informed that this would be done after they had vacated the 
.encroached land. The party pleaded their inability to do so because 
their building material was lying on this land, "niey, however, gave 
an undertaking on 2nd July, 1963 that they would vacate the land as 
won as they recommenced the construction of the hptel

*4



and were able to use the material lying on the land. This under
taking was accepted by the Government and the agreement for lease 
registered. The unauthorised wall was demolished by the company 
in May, 1964.

1^1. The Committee are perturbed to note that In spite of conces
sions given to the firm by Government they took an illegal action 
and mcroaohed upon the Govemmmt land twice i.e. in 1960 and 1964. 
The Committee are not satisfted with the inaction on tlie part of 
Government in allowing encroachment for two years in the first case 
even after the agreement was entered into with the firm in July, 
1962. The Committee feel that a specific mention should have been 
made about the encroachment by the party at the time of settlement 
and the lease documents should not have been executed unless the 
encroachment was vacated by the party.

1.32. The Committee desire that the Government should recover 
the full damages from the party for the two encroachments.

N e w  D elh i; R. R. MORARKA,
November 30, 1966. Chairman̂
Agrahayana 9, 1888 (S). Public Accounts Committee.



17

a

•Jl

I

Oo
m i a k n
i i  I

JS ®
l i i - i  

 ̂& f t

•K

%

m
00



i i



19

j i = i
iis a
1'̂  111 
“  .s I " «  
^ « S -
b | 5 l |

M - i :
I  i  I  ■”

g o> 5  o
. . ^ a ”O  ̂ 5  g I
^  c '$ Z g 
^ » 2  I  S.

J3 «  3-M.J3 > w

•§ •«



20

m

I

■sa-E

o & g

i i t  
g  i lS

g S

o, a

i t «
e'^s Ill'S
l|

H m i i  
s s l l p

£  ̂ g *2 S
% g Si *

I n H z

£  I  A - s . !  •3,« «  ^  -P a « - .  § a , - n «  S
a s

4



21

• .1 ^ 1
t  . 2 2 0, ^

 ̂ l ! l l  
i l  s  *

a> >v <<H
•5 -f  "
2
1

■S s ® 2  “  
“ 2 S S  »■§
O 5  2  S  C 3

g -c  o s S ®> 
S *S - c  §  o
Q a> SJ « 8 **

5  “  ■•5 C «5 S % ‘ S>I ° S|S

S'®?

C8 *0 cc

•af

0) Jm

S ’S
^ s

3  ^5S

s| i t  
• | §
S i{a|
0) o
^1

8

f  I  ~ g »   ̂§ ! I
S .S g g ^  '-S

I i n f i l l
"111

^ 2 6 t3 5  w^ B g _o 'S s?
■C § g
s. I  -

E ^
^  " g ____^Zoo%l i ’O ^

S > , 2 c B P S i i J x ' 2 §
*-^®rlSlf si
l l S . J ! 5 3 « i ^ T > «

3 s « 5 6 « g g

•s 4 •s

?? m ft

I
!a



SI.
No.

Name of Agcm Agcncy
No.

SL
N«.

Nftme of Agem Ageacy
No.

27. Bahpec BrotherB> 188, Laj- 17 
patrai Market, I>lhj*6.

28. Jayana Book Depot, Chap* 66 
parwala Kuan  ̂Kaxol Bagh,
Now Delhi.

29. Oxford Book& Sutioncry 68
Company  ̂ Scindia Hou»e, 
Connaught Piacc, New 
Delhi.

3o» People’s Publishing Houtt, 76
Rani Jhansi Road, New 
Deliii.

31. l lie  United Boc»k Agency* 88
48, Amrit Kaur Market,
Pahar CTiinj, Nrw DelJih

32. Hind Bool Hoasc, 82, 95
Janpathj New Delhi

33. Bookwell, 4, StDt Naran- 
kari Colony, Kingaway 
Camp, Delhi*9.

M/\NJPUK

34, Shri N. Chaoba Singh, 
Newg Agent, Ramlal Paul 

i High School Annexe, 
Imphal.

A G E N TS IN F O R i'iG N  
C O U N ’rRIHS

35, The Secretary, Eatabliih- 
ment Department, i'ne 
High Commission of India, 
India Aldwych,
London, W.C.— 2.

96

77



^  1966 B y  t h e  L o k  S a b h a  S e c r e t a r ia t

P u b lish e d  u n der R u le  382 o f  th e  R u le s  o f  P ro ced u re  and  C o n d u c t  o r  
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m a n a g e r , G o v e r n m e n t  o f  In d ia  P r e s s ,  M in t o  Road̂  Niw D elbol

1966.




