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Cooperative Stores L td ., 
Waliair (Visakhapatnam).

2. G . R. Lakshmipathy Chetty 
and Sons, General M er
chants and News Agents, 
Newpet, Chandragiri, 
Chittoor District.
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3. Western Book Depot,Pan 
Bazar, Gauhati.
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4. Amar Kitab Ghar, Post 
Box 78, Diagonal Road, 
Jamshedpur.
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5. Vi jay Stores, Station Road, 
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9. The International Book 
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1. the Chairman of the Public Accounts Committee as authorised 
by the Committee do present on their behalf this Sixty-Seventli 
Report on Appropriation Accounts, 1964-65, Finance Accounts, 
1964-65 and Audit Report, 1966 relating to Government of Kerala.

2. The Appropriation Accounts, 1964-65, Finance Accounts, 1964- 
65 and Audit Report, 1966 of the Government of Kerala were laid on 
the Table of the Lok Sabha on the 5th May, 1966. As the time at 
the disposal of the Committee was limited, they selected only some 
of the paras from the Audit Report and examined them at their 
sittings held in the Legislative Assembly Chamber, Trivandrum 
from the 17th September to 23rd September, 1966 with the prior 
permission of the Speaker of Lok Sabha. A brief record of the 
proceedings of each sitting (Minutes) forms part of the Report 
(Part II)*.

3. A Sub-Committee was appointed on the 22nd September, 
1966 (F.N.) to examine the last sub-para of para 40 of Audit Report, 
1966. The Sub-Committee examined the sub-para at their sitting 
held on the 23rd September, 1966 (A.N ).

4- The Committee considered and finalised the Report at their 
sitting held on 22nd December, 1966 at New Delhi.

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

6. Notes statements furnished by Deptts. of Government of 
Kerala/Ministry of Government of India pursuant to the recommen
dations contained in their 47th Report (Third Lok Sabha) which 
have been received so far have been appended to this Report (Vol. 
III). A few selected cases have been dealt with in the body of the 
Report.

7. The Committee place on/record their appreciation of the 
assistance rendered to them in their examination of these accounts

INTRODUCTION

•Not printed. One cyclostyled copy laid on the Table of the House and 
five copies placed in Parliament Library.

(V)



by the Comptroller and Auditor General of India and the Accoun
tant General, Kerala.

8. They would also like to express their thanks to the officers 
of the Ministries of Home Affairs (Advisers to Governor of Kerala) 
and Finance of the Government of India and the Secretaries and 
other officers of the various Departments/Organisations oiE the Gov
ernment of Kerala for the cooperation extended by them in giving 
information to the Committee during the course of evidence.

( V I )

N e w  D elhi; R. R. MORARKA,
6th January, 1967. Chairman,
Pausa lerTsM (Saka) Public Accounts Committee.



Appropriation Audit and Control over Expenditure
E xcises over voted Grants and charged Appropriations— P̂ara 12 -  

Pages 12—18 of Audit Report, 1966.
1.1. The Accounts for the year 1964-65 disclosed the following 

-exces.ses over Voted Grants and Charged Appropriations:
1964-65

Excesses over Voted Grants

S.
■No.

No. and Naroc of Grant Final
Grant

Expenditure Excess

Rs* Rs. Rs.

1 I
Sales Tax.

4 ^ 53.500 43.53,095 1.99.595

2 Taxes on Vehicles 8,18,800 8.22,412 3.612

3 Stamps . . . . 11,82,300 13.27.515 1,45.215

4 VI Registration 1̂ 'ees 30,13,100 36,46.316 33,216

5 IX Heads of States, Ministers 
and Headquarter^ staff.

70,54,300 70,88,909 34,609

6 XI Administration of Justice 97,43,000 98,92,800 1,49,800

7 X X I Public Heilth Hngin.*cring 1,08,79,600 1.76,66,999 67.87,399

S X X X II Irrigation . . . . 2 ,93>63^500 3,32.21,556 38,58,056

9 X X X V T'ranspori Schcmes 5,60,50,000 5,70,89,036 10,39.036

lO X l III Capital Outlay on Public Health 1,05,02,900 1.06,54-109 1.51,209

1 1 X l-V l Capital Outlay on Irriga
tion.

3,21,26,000 3.65,43.756 44.17,756

12 L Capital Outlay on Transport 
Schemes.

10,09,700 12,34.828 2.25,128

13 i .11 Commuted Value of Pen
sions,

2,50,000 3.28,118 78,118

Excesses over Chs r̂ged Appropriations

SI. No. and Name of Appropriation Final
Appro

priation

ExpendicuK Excess

Rs. Rs. Rs.

I X X X II Irrigation 15.500 16.755 i,ass
2 X X X III Public Works 1,20,000 1,69,710

3 X L MiscetlgAeous 49,32,300 48,60.069^ 37,7«9

4 X L IV Capital Outlay on Agri- 
cult\^ .

37,300 96.745

5 L Capital Outlay on Transport 
Schemes.

79.3WC1 ' »a,i33 *333



1.2. The following table compares the nomber and amount of ex
cesses over total grants during 1964-65 with the excesses in the 
preceding three years:

Year No. of 
eases

AltUHUlt 
(In lakhs ot

rupcei)

1961-62 ............................................................ 1 1 1,40* 18

1962-63 .................................................. 9 1,2708

19<’3-64 9 1,93 01

1964-6<; .................................... 13 i^7 i -:23

1.3. The following table compares the number and amount o f 
excesses over charged Appropriations during 1964-65 with the excess
es in the preceding three years:

Year No. oi' cases Amimnt 
Jn  lakhs 

of Rs..)

1961-62 . . .  . 2  O
1962-63 .................................................................................4 6-02

1963-64 9 17-90

1964-65 . . . . . . .  5 l - 6i

1.4. Notes explaining the reasons for the excesses under the 
various voted grants and charged appropriations during the year 
1964-65 have been furnished by the Departments concerned and 
are at Appendices II to XVIII.

1.5. The observations of the Committee in resp>ect of some of the 
cas|s of excesses are recorded in the following paragraphs.
(i) Grant No. XXI—Public Health Engineering. 1964-^ (Voted) •

In the note furnished by the Health and Labour Department 
(Appendices VIII to IX) it has been stated that under Group Head- 
30 Public Health e-ii-C.I-Maintenance of Willingdon Water Works, 
Trivandrum the excess expenditure of Rs. 2,70,909 was on account 
of enhanced wage rate of “N.M.R. Workers” and work establishment 
charges for the upkeep of the scheme which could not be post
poned. The orders of the Government in this regard had to be 
given effect to immediately which resulted in the payment of a con
siderable amount. The orders were issued at the end of the finan
cial year 1964-65 and as the expenditure had not exceeded the budget 
till December, 1 ^  necessary funds could not be obtained by mov
ing a supplemental^ciittiand.



1.6. The Committee understand from Audit that the expendi
ture under this head of account exceeded the provision even by 
De4!ember, 19^ (provision—Rs. 7 lakhs* expenditure Rs. 7,34,643)  ̂
but no additional funds were provided either by reappropriation or 
supplementary grant before the close of the year. The Committee 
regret to note that the fact mentioned in the nottf furnished, by the 
Department in regard to the expenditure till December, 1964 is not 
correct. They hope that such instances will be avoided in future. 
The Committee regret that the Deptt. failed to take either of the 
steps which could have avoided the excess.

17. In the note it has also been stated that under Group Head, 
30-P. H. e-v-suspehse Debit-excess expenditure of Rs. 69,62,959 was 
on account of the fact, that the major debit in this case was during 
March. 1965. As this item of expenditure could not be anticipated, 
adequate provision could not be made either in the supplementary 
grant or by way of reappropriation.

1.8. The Committee understand that the excess was due to ad
justment of debits advised by the Accountant General during the 
period Octobcr, 1963—March, 1964, and the Department could have 
provided necessary funds to cover the anticipated debits to ‘Sus
pense’ during the year. They hope that this fact will be taken note 
of in dealing with cases of this nature in future.

(ii) Grant No- XL—Miscellaneous 1964-65 (Charged).

1.9. In the note furnished by the Finance Department (Appen
dix XVII) it has been stated that under Group Head 71 (g) (xvii).A.I. 
Works, it has been stated that an amount of Rs. 55,410-75 was drawn 
by the District Collector, Quilon under “Suspense—Objection Book 
Advance” in September, 1962 to deposit in the court in satisfaction 
of a court decree. The expenditure was cleared by adjustment 
during 1964-65. There was only a provision of Rs. 5,000 under this 
head. The adjustment was made by the Accountant General in the 
accounts for July. 1964. This fact was not communicated to the 
Board of Revenue. Howev êr, the Accountant General issued warn
ing slips to the Board of Revenue on 28th December 1964, 22nd 
January 1965 and 8th March 1965 regarding the excess over the 
appropriation. The Board could have taken action for providing 
fu'nds as soon as the first warning slip from the Accountant General 
was received, which was not done and hence there was an excoss of 
Rs. 50,411. The excesses were partly off set by savings under the 
two other group heads resulting in a net excess of Rs. 37,769.

1.10. The Committee regret to note that appropriate action was 
not taken by the Department as soon as the first warning sUp was 
received from the Accountant General. They leam frmn Audit



-tkat 4te Board Revenue did net smd any reply to the subseqiimt 
iiraniiiig slii>s sent by Audit The reeonciliation of figures lor 
I9AMS kas also not been complefted by dM Board. Comm^tee
take serious notice of such lapses on the part o i tiie BoardI of Re» 
venue. They desire the Finance Department to' issue necessary 
Instructions to all the Departmentŝ  to take prompt and appropriate 
action as soon as instances: of the nature reiemed ' to above ate 
luwigfat to their notice by the Accountant General.

1.11. The Committee find that in certain cases of excesses, if 
has been stated that the expenditure was mainly due to die. increase 
in dearness allowance sanctioned with e ff^  from 1st October, 19^ 
by the Government in January, 19^ and the inadequate provision 
made for the purpose. This explanatiwi of the Departments for 
the exc^s expenditure is hardly convincing to the Conunittee. They 
are of the opinion that with better coordination it was not difficult 
to overcMne such a')Situation arising during thei course the year. 
Excess expenditure indicates lack of proper financial control. The 
C<Hnn»ittee, therefoire, suggest that a periodical review of the e*- 
penditure should be conducted to keep an effective control over the 
expenititure.

1.12. The Committee recommend that subject to these obser
vations, the Excesses over Voted Grants and Charged Appropria
tions disclosed in paras 12(a) and 12(b) of Audit Report 1966 of 
Govt, of Kerala b« regtilmised by Parliamemt in the manner pres*

' cribed in the Constitution

A^ropriati^n Accounts, 1964-65

A griculture and  R xhial DEVELOPMEin; D w a r t m ^

Pages 58—60, Grant No. XXVIII-CoTTimumti/ Development Projects, 
National Extension Service and Local Development Works.

1.13. The Ck>mmittee pointed out that a sum of Rs. 29*57 lakhs 
out of the saving of Bs. 36*73 lakhs under this Grant was surren- 
du’ed on the last day of the financial year and desired to know the 
reason for surrendering, large amounts so late. The Joint Develop- 
ment Commissioner stated *1 cannot justify that. W^at happens is 
that the adiemes which we cqierate are not capable of.full depart
mental coBttol".

OHt vj f̂ia îon

iiOB. in the AoeoiiiEts ixiilch had 1«R m  Appropriation Accounts



.submitted to the legislature incomplete in essential details and en- 
•quired about the steps taken to improve the position in pursuance 
of the recommendation of the State Public Accounts Committee con
tained in para 116 of the Ilird Report, psura 140 of the Ilird
Report, 1991-62 and para 42 of the Ilnd Report 1963-64. The 
Finance Secretary stated that instructions had been issued on 21st 
Jime 1966. He added that “If anything happens this year, we will 
take serious note of that and action will be taken accordingly.”

1.15. The Committee desired to be furnished with a detailed note 
showing the action taken on the recommendation of the State Public 
Accounts Committee in this matter. (Para 116 of the Ilird Report 
1960-61, para 140 of the IUrd Report 1961-62 and para 42 of the Ilnd 
Report, 1963-64). The note has since been furnished and is at 
Appendix XIX.

1.16. The Committee desire that serious notice should be taken* 
if the instruoiions already issued in this connection are not strictly 
followed by the Departments. They also suggest that the Finance 
Department should enquire as to why the Departments concerned 
could not furnish the necessary reasons for variations within a rea
sonable time of the reccipt of the draft Appropriation Accounts from 
Audit Steps should also be taken to solve the difficulties, if any, 
in this regard.



AGRICULTURE AND RURAL DEVELOPMENT DEPARTMENT’ 
Payment without due verification of claim—para 52, pages 58-59

2.1. Ammonium Sulphate allotted to the State from the Central 
Fertiliser Pool is distributed to cultivators by the Fertilisers and 
Chemicals, Travancore Limited; for this service the Company is 
paid by Government distribution charges at Rs. 25 per ton of Ammo
nium Sulphate distributed by it. This payment is to be made after 
verification by the Agriculture Department of the accounts of the 
Company relating to sales and remittances of sale proceeds to Gov
ernment. Claims aggregating Rs. 1,82.327 relating to the years 1954 
to 1958 were allowed to the Company by Government in March.
1963 and March, 1965 without the prescribed departmental verifica
tion; the payments were made on the strength of—

(i) certificates of the Managing Director of the Company re- 
gardi'ng the distribution of the fertilisers to honn-fide 
cultivators, and

(ii) indemnity bonds executed by the Company agreeing to 
refund excess payments, if any.

2.2. Government stated in May. 1965 that the Company had re
presented more than once that it was very difficult for them to ob
tain all the certificates from the field officers of the Agriculture 
Department in time and that it was agreed in a conference held in 
July, 1962 that the distribution charges then pending be paid on 
the basis of indemnity bonds to be furnished by the Company.

2.3. When the Director of Agriculture proposed that he would be 
deputing some of the staff of his office to verify the accounts avail
able with the Company, the Company stated that no further details 
were available with them to enable the departmental officers to make 
verification.

2.4. The Committee desired to know whether any investigation 
had been conducted to ascertain as to why the prescribed depart
mental verification of claims was not done by the officers of the 
Agriculture Department for over ten years. The Additional Secre
tary (Agriculture) informed the Committee that the difficulty in 
regard to the verification was known at the time when the payment 
was agreed to during 1963—65. It was found practically impossible 
to get a field verification done. It was explained to Audit that

II



most of the officers who were in position in 1954—58 were no longer 
in these position and there were far too many changes. Some of 
the officers had gone to Madras State as a result of reorganisation 
oi States. FACT being a Government company, it has considered 
that the only thing that could be done was to get an indemnity 
bond from them. The Department had also been subsequently try
ing to get these accounts verified. Now the accounts had been 
verified in the Central office. The accounts of the retail depots were 
not available for verification. Accounts in respect of the transac
tions for the year 1956—58 had been verified but the Department 
were not able to check the accounts in respect of the transactions for 
the years 1954 and 1955.

2,5. The Committee pointed out that under the agreement with 
the Company, the accounts relating to the sales and remittances 
were to be verified every month by the Department and enquired as 
to why accounts were not so verified. The witness stated that it was 
difficult to find out as to how the omission had occurred and added 
that the payment was made because, there was no reason for the 
Department to suspect the genuineness of the claims- In reply to a 
question, the witness stated that the Company (FACT) was com
plaining about the difficulties in regard to the payment being delayed. 
The Company had also reported their inability to trace the old 
records. The Accountant General. Kerala was also informed of the 
fact. The witness further added that a lot of payment were made 
on the basis of certificates of v’erification and claims in respect of 
Rs. 1 • 82 lakhs were not supported by certificates. On being asked as 
to why the officers did not comply with the provisions of the agree
ment, the witness stated that the reason was the expansion of the 
Agriculture Department. Previously, there was one agricultural 
officer per taluk. Then the Blocks were introduced. The whole 
system was changed and the officers were re-distributed. The com
pany (FACT) found it difficult to contact each of the officers and get 
the accounts verified.

2.6. The Committee desired to know as to who was responsible 
to find out that the fertilisers were distributed to honaf.de culti
vators. The witness stated that the fertilisers were distributed by 
the FACT and the Agricultural Extension Officers attached to the 
Blocks were responsible to go through the accounts and to check 
whether the fertilisers were distributed to bonafide cultivators. On 
being asked about the procedure followed by the Agricultural Ex
tension Officers, the witness stated that the Agricultural Extension 
Officers went through the list while giving certificates to the in
voices produced by the FACT.

2.7. In reply to a question, the witness stated that there was an 
amount of Rs. 8 lakhs to be paid to the FACT as total distribution



charges relating to the yeare 1954 to 1958. About 3/ « h  Ht the- 
taifes hW ’the jEkrbpJer certiAcates and only l / 4th of ithe called hid

for want of certificates which r^lited to 
Vaiiiolite Siiidhthi during 19iSĤ -58. In reply to a question, the Wit- 

ift'drnitt  ̂ that thtire were lapses throu^out the period, dn 
»s t6 ^iieh it was noticed that there Mrere la^fes, the 

%iti»es stated thai wiieh the bills were presented to the IMreWor ô  
A^^cultttre, payment in respect of bills for which there w^re no 
ist^^rtittg vouchers were withheld by him. On being adked abOiit 
thfe tî ction taken to rectify the mistake of the ofRrors apart from w!th- 
î>tSKhg payment, the witness stated Uwt there Was no record to prove 

it. Trtite Depiartment c^ y  wrote to FACT to produce vouchers. In 
reply to a question, the witness stated that the arrangement agreed 
to was I3iat the 5’ACT tVoUId th'emselv^ go to the Agricultural 
OAcers and g ^  the certificates and ad îed that the FACT being a 
GoSi^tnment Compiany, a slightly geherbus view was taken. It was 
thbu îht that the FACT Wbiild be able to produce the certificateis. 
Whitti it wiis Abticed that thie IfACT found it impossible to produce 
the d^tificatiK, iifci'e oihiit arrSngemiehts were thought of.

2.S. Vi^en asked about the present system, the witness stated that 
the FACT deducted the distribution chains from th'e amount e d i t 
ed from ihe cultivators. AgricUltiiral Officers had bem instructed 
t3 check the depots occasionally to find out if there Wet  ̂ any wiroiig 
issues. If̂  there was any Suspicion, that would be Iboked iiito sfifia- 
rately. In reply to a question how it could be checked from die 
Depots, the witness stated that the names of cultivators were known 
to the Extension Officers. They were exprot'ed to chTCk furthw if 
there were unfamiliar names. The withbSk ui^ed that it was very 
difficult for an officer to chieck ut> individual caSes.

2J. l^ e  Ohbinittee .desir^ to know whether any responsibility 
had beM fix ^  fdr the li^pse The A^tn«s stated that there had been 
tar too tiiihy chang<K in officers aiid it was difficult to fix responsi
bility on anybody.

2.10. The Committee pointed out that the clainis Were accumulat
ing âst and that large amounts were involved and enquli^ as to 
how it escap^ the attention of the Department. The witiie^ slat(^ 
ihat Ihe only explanation that could possibly be given from the 
records was that the Department had defended oh FACT to tMroduce 
vouchen and in the absence of vouchers Gk>vernment had not been 
making payment. In reply to a question, the w itn ^  stat^ that the 
arran^ment with the FACT was that the verification had to be doine 
during the first week of each month. The Company did not make- 
any comfriaint against any individual officer in the matter of giving' 
certiflbatieS. The seriousness was realised only when the amount



had accumulated to this 'fextent. The Witness further add^ that thê  
Cbnq>an3r (FACT) wits not {^resenting their claims monthly and 
t h ^  was no time limit prescribed for the presentation of bills by 
FACT, llie  officers were aUthcnised to do the verification work: 
monthly. Verification was done from time to time, before payment. 
In reply to a question, the witness stated that the time lag for the 
pres^tation of the bills varied from one month to six months. On 
beihg asked ^hethd* the officers had an idea of accumulation of 
larg^ Sums against Whidi thfere were no valid certificates, the witness 
stated that the siae of the accumulation was known only When the 
■bills were pi^ented to the Department and further added that in 
thfe agreement with the Compimy, there was no proviaioh for the 
production of certificates bietore paymfent. In reply to a question, 
thfe witnei» stated that thfe entire sale proceeds were remitted by the 
FACT to the Government account- Thie challans were sent to the 
Department and there was no loss o5 interest. On being a^ed as to 
how it was ascertained that the amount remitted by the FACT was 
the corrtki amount, the witness stai^ that ah o^cier had been ap
pointed in the FACT to check the amounts every month oh behalf 
of the Department. In the absence of any adverse report, it had to 
t>e prttumed that the accouht^ Were correct. In reply to a question, 
the witness stated that according to thit arrangement, the D^art- 
ment made a random check and the officer posted in the FACT was 
Sffecially litade r^^hsible for the veriilcation of certificates.

2.11. In ret^y to a further question, the witness stated that the 
Department found it difficult to ensure that the purpose for which 
the distribution charges were met by the Government was ISulflUed 
and that the cultivators were actutdly benefited. On being asked 
whether the present check was sufficient, the witness stated that the- 
Department had not received any complaint from the cultivators so 
far. In reply to a question, the witness agreed that there was scope- 
for improvement in the present system.

2.12. The Committee desir^ to know whether the work regard
ing the distribution of fertilisers had btien entrust^ to co-operative 
societies or the private agtocies. The witness stated th&t in the 
beginning, the FACT were not giving preference to co-operative 
societi^. Now about a third of the retailers were co-operative 
societies.

2.13. The Committee feel that in this case there has been laxity 
on the put of the Department in the verification of the accoants with 
the reandt that there were lapses throughout the period 1954 to 195S 
M admitted in evidence. The Conunittee find no justification for 
allowing the claims to aceumttUite, nor do they understand how large



^amounts of claims cmild remain unnoticed for such a long period of 
time. The Committee were informed in evidence that there were 
far too many changes in the officers concerned and hence it was diffi> 
•cult to fix responsibility. They would, however, desire the Depart
ment to take suitable steps so that such lapses do not recur.

2.14. The Committee are also not happy with the present system 
of verification of the distribution of the fertilisers, as*under it, it is 
not ensured that the fertilisers are distributed to honafi.de cultivators. 
The issue of certificates by the Agricultural Extension Officers after 
going through the list of names of persons to whom fertilisers have 
been claimed to have been distributed can hardly be called foolproof. 
In the opinion of the Committee it is the responsibility of Govern
ment to ensure that the fertilisers are distributed to bonafi^ cultiva
tors, as they meet the distribution charges. With that end in view 
the system should be improved.

Extra expenditure on block works entrusted to beneficiaries—para
57, page 62.

2.15. According to Government orders issued in February. 1963 
“ Community Development Works” executed through the beneficiar
ies at the estimate rates should not contain any provision for con
tractor’s profit. However, the estimates prepared by the Public

"Works Department in respect of 7 works entrusted to the beneficiaries 
in the Tribal Development Block, Attappady, during 1963-64, includ
ed provision for 10 per cent contractor’s profit and consequently an 
-extra expenditure of about Rs. 18.350 was incurred.

2.16. The Block Development Officer stated (June, 1965) that 
administrative sanction was accorded under the bona-fide belief that 
no contractor’s profit had been added in the estimates and that it was 
not possible to check this as only abstracts of estimates were com
municated by the Public Works Department. It was further slated 
that as the payments were made according to the rates included in 
•the agreements, no recovery was possible.

Government stated (December, 1965) that the question of fixing 
liability for the extra expenditure was being examined in consulta
tion with the Collector.

2.17. The Committee desired to know whether the responsibility 
for the extra expenditure had since been fixed in this case. The 
Agricultural Production Commissioner stated that by mistake con
tractor’s profit was included in the estimate and payment was made.
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'Thus there had been, over expenditure to the tune of Rs. 18>000. “On 
verification, it was found that no extra paytnraits had been made

■ elsewhere.” Hie Committee drew attention tA the witness to the fact 
thdt some more cases had since been r^>orted to Audit by certain 
Block Development Officers. The witness stated that there were 

' eight items which were proposed to be undertaken under the Attap- 
pady Development Scheme. Public Works Department which was 
the agency to execute the work had prepared the estimate and had 
^ked the Tribal Development Officer to arrange for the execution 
of the work. The Executive Engineer had prepared only an abstract 

: and it did not contain itemwise figures. The Tribal Development 
Officer thought that it was the cost of the work and had made the 
payment. In reply to a question, the witness stated that the person 
who did the work on behalf of the nominees got the benefit of the 
amount. On being asked as to what benefit the contractor would get 
if the work was done by him at the cost price, the witness stated 
that the contractor would not get any profit, but would have the satis
faction of hairing done something for the locality. In reply to a ques
tion, the witness agreed that in this particular case, the contractor 
got the benefit of Rs. 18,350. On being pointed out that the benefici- 
^ e s  in that area did not get any benefit, the witness stated that tb» 
beneficiaries get the work done jor their locality in which they were 
interested. In reply to a question, the witness stated that no tenders 
were invited in so far as the Tribal Development Blocks were con
cerned. In reply to a further question, the witness stated that tribals 
lived in Attappady valley. Only very recently, the area weis opened 
to outsiders. The Works imdertaken in the area were generally for 
the benefit of tribals who were disorganised. The Tribal Develop
ment Officer entrusted the work to a Committee of the beneficiaries 

 ̂or to a nominee of the beneficiaries.

2.18. The Committee desired to know whether any steps were 
taken to recover the excess amount from the contractor. The witness 
stated that there was an agreement and the contractor was bound to 
have full payment. Therefore, no effort was made to recover the 

: amount The only thing that was being done was to fix the respon- 
: sibility. It was the Public Works Department Officers who had 
-made the estimate, but who exactly was the crfficer concerned, whe- 
■ther the Ebcecutive Engineer or the Assistant Engineer, had not been 
'{located. The witness further added that the question of fixing res
ponsibility was taken up in December, 1965. All the files had been 
received from the District Collector and the question was under con
sideration. In reply to a question, the witness admitted that there 
had been some delay in taking action.

3451 (All) LS—a

11



2.19. The Committee desired to be furnished with a detailed note- 
showing the number of similar cases of excess payment (referred 
to in the Audit para) if any*.

2.20. The Conmiittee regret to note that evoi though Government’s ■ 
ord m  issued in February. 1963 specified that the estimate rates for 
**Conumuiity Development Works” executed through the beneficiar
ies should not contain any proviaon for contractor’s profit, a sum oC 
Rsl 18,350 was paid to the contractor as profit as the estimates pre» 
parec  ̂ contained the element of profit in this case. The Committee 
see no reason why in such a case the estimates prepared by the Exe
cutive Engineer did not contain the item-wise figures. The Commit
tee also fail to understand why it is not,possible to locate who was 
the officer responsible for this mistake. The Committee deprecate 
such delays in fixing responsibility, and desire that it should be done 
In this case without further delay.

Scheme for the Welfare of Scheduled Castes/Tribes and Other Back
ward Classes—para 59, page 63.

2.21. During the period 1956-57 to 1963-64, Government incurred 
an expenditure of Rs. 5,13.60 lakhs on schemes fior the welfare of 
Scheduled Castes/Tribes and Other Backward Classes- The total 
assistance (grant) received from the Central Government for the 
scheme during the period aggregated Rs. 2,28.40 lakhs.

Certain irregularities noticed in the establishment of colonies for 
Harijans, in the payment of grants-in-aid to Harijans and in the con
struction of houses, etc., were mentioned in the Audit Report, I960’ 
and those for 1963, 1964 and 1965. The State Public Accounts Com
mittee was informed by Government in July, 1961 that the former 
Head of the Department had been placed under suspension and was 
being proceeded against; the final action in the matter was stated to- 
be imder consideration of Government (August, 1965).

2.22. The Committee desired to know whether any appraisal had 
been made to ascertain as to how far the scheme had benefited the 
Sdheduled Castes/Tribes. The Agridultural Production Commis
sioner stated that evaluation had been done for 1961-62. The Com
mittee desired to be fiurnished with a copy of the report of the Eva
luation Coromittee on the welfare of scheduled castes/tribes publish
ed by the Revenue Department in 1963. This has been furnished.

2.23. The Committee enquired whether any performance report 
had been sent to the Governm^t of India in respect of the Tribal

*The note has since been received (Appendix XX),.
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Welfare Schemes undertaken by the Department. The witness 
stated that the Department was sending periodical reports monthly 
as well as half-yearly in respect of the schemes. On being asked as 
to how performance reports were being sent when there was no as
sessment at any time except in 1961, the witness stated that the re
ports represented the progress in expenditure and in physical targets, 
and it was based on the reports of the District Welfare Officers- The 
Joint Secretary, Ministry of Finance, Government of India stated 
that welfare schemes were of two classes—centrally sponsored and 
others included in the State Plans. On the State Plan side, the per
formance reports were only financial in character. In respect of the 
centrally sponsored schemes which constituted the bulk of the wel
fare schemes, the performance reports ought to be financial as well 
as physical.

2.24. The Committee desired to be furnished with further infor
mation on the following points.

(1) were the State Government required to send to the Got-
emment of India periodically any performance reports 
in respect of these schemes;

(2) whether such reports were sent regularly; and
(3) a copy of the report of the District Welfare Officer.

The information is at Appendix—^XXI.
2.25 The Committee desired to know the basis on which and 

the agency which prepared the schemes. The Agricultural Pro
duction Commissioner stated that the Director of Harijan Welfare 
prepared the schemes and there was also a Study Group. In reply 
to a question, the witness stated that the Director of Harijan Wel
fare collected the details from the District Welfare Officers and 
Taluk Welfare Officers. Every item was discussed at the collecto- 
rate by the District Development Committee which would be after
wards looked into by the State Advisory Committee.

2.26. The Committee drew the attention of the witness to the
Audit para and desired to know the reasons for the delay of more 
than four years in finalisation of the disciplinary case against the 
former Head of the Department. The witness stated that the re
port of the Tribunal had been received by the Government on the
31st December, 1965. The report had been examined by the Gov
ernment who had also determined provisional punishment to be 
given. The matter had been taken up with the Public Service Com
mission for their concurrence.

13



2.27. The Committee desired to know the specific charges against 
the officer. The witness stated that one of the charges related to 
the claim of false T.A. The other charges related to some irregular 
appointments, promotion and award of contracts against niles. 
T^ere were actually 12 charges. Some of the charges were very 
serious and some were less serious.

2.28. The Committee desired to be furnished with further infor
mation on the following points:—

(1) what were the charges against the officer placed under
suspension;

(2) brief note on the findings of the Tribunal;
(3) detailed note on the action taken against the officer.

Notes have been furnished (Appendix XXII).

2.29. The Committee further desired to know whether any offi
cers were associated with the Director of Harijan Welfare and 
whether they were also responsible for such irregularities. Thp 
witness stated' that under the set up the head of the Department 
was called the Director of Harijan Welfare and there were district 
officers who were called District Welfare Officers. The actual imple
mentation of the work was being done by the District Welfare Officers 
and at the Head quarters by the Director of Harijan Welfare. The 
Director of Harijan Welfare was assisted by two deputies, one for 
Tribal Development and the other for Scheduled Castes. The witness 
added that after enquiry the responsibility was fixed on the Head of 
the Department. In reply to a question, the Committee were inform
ed that on receipt of certai'n allegations against the Head of the De
partment steps were taken against him. Action was not taken 
against the officer on the basis of the Audit Report, 1960.

2.30. The Committee were ftirther informed that some subordi
nate officers of the Department found responsible for embezzlement 
had been punished and some of them had been dismissed.

2.31. The Committee desired to be furnished with further in
formation on the following points:

(1) Whether there were any other cases of mis-appropriation
and embezzlement. List of officers a'nd the action taken 
against them. (Appendix XXIII).

(2) A detailed note showing action taken by the Government
on the Audit comments brought out in the Audit Re
ports (from 1963 onwards).

14



2L32. The Committee regret to note that tiie informatioiii is stiB 
awaited.

2.33. In reply to a question, the Director of Harijan Welfare 
stated that officers belonging to the scheduled casts were only at 
the District level. In that connection the Committee desired to be 
furnished with a note showing the percentage of staff belonging to 
scheduled castes/tribes at various levels (State, District level etc.) 
This has been furnished (Appendix XXIV).

2.34. On being pointed out that large amounts had been, given 
by Government of India year after year but no information was 
available with them to assess the progress of the schemes, the Joint 
Secretary, Ministry of Finance, Government of India stated that 
now there were arrangements to look into the State P.A.C. Reports. 
Issues were taken vip with the State Governments and their re
marks were obtained.

2.35. The Committee desired to be furnished with further in
formation on the following points:

(1) What were the main welfare schemes undertaken by the
State Government and what was the total expenditure 
on each of these and how far these have been imple
mented.

(2) Have the Government made an appraisal of the schemes
to ascertain how far the scheduled castes and tribes 
have been benefited by them and how far these benefits 
were commensurate with the expenditure incurred by 
the Government.

(3) How does the actual expenditure during the period
1956-57 to 1964-65 compare with the total amounts pro
vided for in the State budget during these years. 
(Appendix XXV).

(4) A detailed information for the last four years showing:
(i) number of hostels constructed for boys and girls;
(ii) number of houses constructed.

2.36. The Committee regret to note that the information is still 
awaited.

2.37. The Committee were informed duringr evidence that the 
performance report in respect of the Centrally sponsored schones 
for the welfare of Scheduled CasteslTribes and other Backward 
classes ought to be both financial as well as physical so as to give a
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correct î ictuie to the Government of India. The Committee would 
like the IMSnfetry of Finance, Government of Indiai, to enstm that 
this procedure is invariably followed.

2^8. As out of an expenditure of Bs. 5,13.60 lakhs incurred 
during the period 1956*57 to 1963-64 on. the scheme for the welfare 
of Scheduled Castes/Tribes and other backward classes, the total 
assbtance (grant) received from the Central Government by the 
State Government aggregated Rs. 2,28.40 lakhs, the Committee feel 
that the Ministry of Finance, Government of India should as a 
gular measure make arrangements ^or scnvtinising the Audit Be* 
ports as well as the Reports of the State Public Accounts Commit
tee concerning these matters and take remedial measures promptly.

2.39. As regards the disciplinary case against the former head 
of the Department the Committee have been informed that as the 
officer had a permanent lien in the Judiciary, the High Court hadi 
to be consulted (June, 1966) and tiie reply received from the ffigb 
Court (in August, 1966) was under consideration of Government. 
Hie Cmnmittee would like the Government of Kerala to finalise>- 
this case without further delay. In thî  connection the Committee 
would like to point out that there has been considerable delay in 
taking action in this case. According to the note furnished to the 
Committeei on receipt of the reports of the Tribunal, they were con
sidered on 19th August, 1963 by live then Home Minister. A provi* 
sional decision regarding the punishment to be imposed was then 
taken. But the next action taken was only in June, 1966 when die 
High Court was consulted. Therefore, it appears that no actiim was 
taken for a period of about 3 years. This matter should therefore 
be looked into.

2.40. As the Government is spending large sums of money on 
the scheme it should be ensured that a careful watch is kept over 
the implementation of the orders issued by Government of Kerala 
on the recommendation of the Evaluation Committee.

(a) Model welfare centres and other training centres.
2.41. There were 96 training centres imparting training to Sche

duled Caste and Scheduled Tribe students in weaving, tailoring, 
rattan, carpentry, etc. A stipmd of Rs. 25 p.m. is paid to each of 
these trainees.

2.42. Out of 2,840 persons admitted to the training upto Decem
ber, 1964 in 7 districts (excluding 2 institutions for which informa
tion is awaited) 741 trainees left the course in the middle. In 580 
of these cases (details awaited for the balance), the stipend paid
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amounted to Rs. 1,25,941. The following points were also noticed 
in this connection:—

(i) There is no provision in the rules for execution of bonds by
trainees to enable the recovery of stipends being made 
from those who leave the course in the middle.

(ii) Only a very small proportion of trainees (60 out of 1,044
trainees about whom details were available) continued 
the trade/craft and are reported to have made use of 
their training. This was attributed mainly to finan
cial exigencies coming in the way.

(iii) According to information furnished in respect of 38 insti
tutions in 4 districts a large number of finished goods 
(value: Rs. 0.47 lakh) manufactured during 1962-63 and 
earlier years, dating back to 1958, were pending for 
disposal (July, 1965).

2.43. The Committee desired to know whether the Government 
had conducted an enquiry to ascertain as to why many trainees left 
the course incomplete. The Director of Harijan Welfare informed 
the Committee that main reason was that a stipend of Rs. 29 paid 
to each of these trainees was too small for their own livelihood. Sb 
when the trainees found better employment, they went for that 
job. He stated further that this question was considered very deeply 
by Gc^vemment. There was no use in taking a bond from the sche
duled caste members because they would not be able to fulfill it. 
The witness added that the question regarding the enhancement of 
stipend to these trainees was under the consideration of the Gov
ernment. As regards payment of stipend the payment was made 
every month without delay and there was no complaint so far. In 
reply to a question, the witness stated that the trainees were given 
different kinds of training namely, carpentry, weaving, rattan work 
etc., and the training centres were started round-about 1958-59. On 
being asked about the number of trainees in the centres, the Agri
cultural Production Commissioner stated that till March, 1965, there 
were 4,559 students for training out of which 986 students had left 
the institution before completing the training course. In reply to 
a question, the Director of Harijan Welfare stated that about 3,600 
students completed the training and got private employment. The 
witness further added that now there was a scheme to assist the' 
students vmder which they were given assistance at the rate of 
Rs. 100 to Rs. 300 to purchase tools and necessary matMlals- The 
scheme was started only last year and during that year assistance 
to 36 persons had been given.
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2.44. Hie Committee enquired' whether any survey had been: 
conducted to ensure that the training was of some use to the per- 
SOTIS. The witness stated that a Committee had been formed last 
year and it had gone into that question very deeply. In reply to- 
a question, the witness stated that the terms of reference of the 
Committee were to make appropriate recommendations regarding  ̂
the measures to impart useful training to maximum nimiber of hari- 
jans with minimum cost and measures to rehabilitate the successful 
trainees to the best advantage at the minimum cost. That Com
mittee had just sent a report which would be submitted to the Gov
ernment with a week or so.

2.45. In reply to a question, the Director of Harijan Welfare 
stated that the training centres were located at places where there 
were large number of scheduled castes/tribes. The minimum qua
lification required for selection in these training centres was the 
ability of the trainee to read and write. The Department had ako 
appointed welfare-cum-teachers to impart further education. These 
people were not in a position to learn any jobs other than those 
followed by their community. It was thought that the centres 
were useful in villages where the trainees could get employment. 
The candidates were selected by a Committee consisting of non
officials. Certificates to the effect that they belonged to scheduled 
castes were produced by them.

2.46. The Committee pointed out that only a very small propor
tion of the trainees namely 60 out of 1044 trainees were stated to 
have made use of the training and had continued the trade/craft 
and enquired as to how far the training imparted was useful to the 
trainees. The witness stated that the Department did not contact 
all those people after they had left the centres. There was no obli
gation on the part of the students to report to the Department, 
l ^ r e  was a record which showed particulars of those students who 
had reported. There was no prescribed procedure. Some of the 
instructors who were interested would gather the infoxmation. The 
figure shown in the Audit Report might not give the complete pic
ture. The Committee desired to be furnished with a note showing 
as to how many persons after training got employment.

2.47. The Committee then p(^ted out that a large number o f 
finished goods (value Es. 47 thousand) manufactured between 1958 
and 1963 were pending disposal and desired to know the steps that 
were taken for their disposal. Hie Director of Harijan Welfare' 
stated that the goods were items of furniture such as benches, 
tables, stoob etc. Since these articles were made by the trainee*.
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they were of inferior quality. These' articles were now being pur
chased for Government purposes. Government had issued orden; 
to the effect that if the articles remained for more than three years,, 
these articles could be disposed of in public auction. The cost of 
the finished articles as on 1st September, 1966 was Rs. 1,20,639.

2.48. The Committee have been faiformed in a written note 
(Appendix XXVI) that up-to-date and correct iafomuitioii regarding, 
the number of trainees who have secured jobs is difficult to be col
lected. There is no machinery in the Deptt. of Harijan Welfare t»  
collect the detuls of ex-trainees who have secured employment. 
The Committee regret to note this as it is not possible to assess jUie 
real achievements of the training given without such statistics.

2.49. The Committee are of the view that the reason why many 
trainees left the course without completing it may be ascribed t«i 
the meagre amount of stipend paid. Since the .Government o f' 
Kerala seems to be conscious of these factorsi the Conumttee hope 
that early steps would be taken to review the position and to make 
the scheme more fruitful.

2.50. The Committee; further desire that since the cost oC finish
ed articles made by the trainees had gone upto Rs. 120,639, steps
should be taken early t6 dispose them of.

(b) Idle staff

2.51. Poultry runs and birds had not been provided in 10 out of
18 centres; nevertheless one Poultry Assistant was posted during
1958 and 1959 in each of these centres; the expenditure on pay and 
allowances of the Assistants in 8 of the 10 centres upto August, 196S 
(when they were relieved) amounted to Rs. 44,261; information re
garding the remaining 2 centres is awaited.

2.52. Explaining the position regarding expenditure on Poultry
Assistants, the Director of Harijan Welfare stated that seven Poultry 
Assistants were still continuing and had not been relieved. They 
had to be given some training before they were posted as Live 
Stock Assistants. In reply to a question, the Agricultural Produc
tion Commissioner stated that the seven Poultry Assistants were 
selected by the Public Service Commission and they had put in 7 
or 8 years of service. The Department were trying to transfer them 
to the Animal Husbandry Department as Lave Stock Assistants 
after giving some training.

2.53. While the Committee are glad to know that efforts are 
being made to utilise suitably the services o f the Poultry Assistants
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ridsewtaere, they would like to point out that thetbiitial postiac ofj 
tiie officials was made without proper planning with the result that 
Ml bifructuous expendilture of about Rs. 44,000 had to be incurred,

.<c) Payment ojf grants in excess of requirements and their deposit 
in banks outside the Consolidated Fund.

2.54. Grants, aggregating Rs. 13.46 lakhs were paid during 1956- 
,S7 to 1963-64 to co-operative societies for purchase of seeds and fer
tilisers, issue of short-term and long-term loans to members, etc. 

',The amounts were deposited in the names of the societies in co
operative banks or Treasury Savings Bank accounts, to be with- 

<dranvn according to necessity by the societies with the permission of 
the department. No time limit was fixed for utilisation of the 

.grants with the result that large unutilised amovmts were retained
(December, 1964) outside the Consolidated Fund of the State. The 

;grants disbursed during 1962-63 and earlier years which remained 
-unutilised in such bank accounts amoimted to about Rs. 4.14 lakhs 
.(December, 1964). Some of these date back to 1956-57,

2.55. Explaining the position in this case, the Agricultural Pro- 
^duction Commissioner stated that the amounts were given as 
grants-in-aid towjirds working capital. According to the rules of 
the Cooperative Society, the amounts were to be deposited in banks. 
Delay in preparing some schemes was the reason for the simoimt 
being kept in the bank. On being asked as to why the amount was 
kept outside the Consolidated Fund, the Director of Harijan Welfare 
stated that the grant was given for purposes of working capital and 
added that the smaount was kept in the bank to be withdrawn as 

land when required. The Department had a responsibility to see 
that the amount was properly utilised.

2.56. In reply to a question, the witness stated that as far as 
Harijan Cooperative Societies were concerned, grants were given 
towards working capital. On being pointed out that the Depart- 

~m«it could have purchased shares in the Society, the Joint Secre
tary, Ministry of Finance stated that the grant was given as work
ing capital only to help the Cooperative Society which was a de
liberate decision. He added that payment of amount in these cases 

-was “probably being done only to avoid lapse of grant” .
2.57. In reply to a question, the Director of Harijan Welfare 

stated that immediately after the schemes were prepared, the Co-
'  operative Societies were allowed to draw the money and the con
trol was exercised by the District Officer. In reply to further ques
tion, the witness stated that there was no condition that the amount 

^ou ld  revert to the Gov^nunent when a Society ceased to function.
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"The sum of Rs. 13i lakhs was given in all districts, to about 120 
^Societies.

2.58. The Conuniitliee regret that a note shoiwing as to what was 
the exact purpose for which the loanft/grants were given  ̂ requiced, 
to be submitted fthrough the Ministry of Flnancet Govermnent of 
India is still awaited.

2.59. In reply to a question, the Finance Secretary stated that 
these grants were reckoned as expenditure on welfare measures for 
the backward classes for claiming assistance from the Government 
of India.

2.60. The Committee pointed out that according to Audit, re
payment of loans by the members of the societies were not credited 
to replenish the withdrawals from the Bank and desired to know 
whether the amounts had been recovered and credited by the Socie
ties separately and utilised for other purposes. The Director of 
Harijan Welfare stated that most of the societies had ceased to 
work, so the question of liquidating them was under consideration 
of the Registrar of Cooperative Siocieties.

2.61. The Committee desire that it should be found out whether 
the giving of grants to the Cooperative Society ias working capital 
was done “only to avoid lapse of grant”. If it is so, the Committee 
would like to point out that this practice is irregular and the Fin
ance Department should take steps to put a stop to this practice.
<d) Unfruitful outlay on incomplete wells.

2.6,2. According to the information supplied by the department 
during January—^March, 1965 in respect of 6 districts, the construc
tion of 56 wells for which advances aggregating Rs. 16,905 had been 
paid during 1958-59 to ‘Shramdan’ committees and cooperative socie
ties were incomplete. This was attributed mainly to inadequacy of 
funds provided for the works and water being not available at the 
sites.

2.63. The Committee desired to know whether the wells had 
since been completed by the Shramdan Committees and Coopera
tive Societies. The Director of Harijan Welfare stated that there 
were 50 incomplete weUs. Out of that 29 were entrusted to 
‘Shramdan’ Committees and the remaining to the Cooperative Socie
ties. Some arrangements had been made to get the work compleU 
ed through Block, but the Department had no funds to give. Gov
ernment of India was also requested to grant funds but these were 
not forthcoming.
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2.64. The Committee pointed out that the construction of wells: 
' was started in 1958-59, which was incomplete even in 1966. The-

witness stated that no contractors were forthcoming. Shramdan 
Conrniittees were entrusted with the work. All these Committees 
as also tihe Cooperative Societies constituted by scheduled castes 
and tribes had failed to complete these works. In reply to a ques
tion, the witness stated that all wells were drinking water wells 
mainly intended for the locality where there were concentration of 
scheduled castes and scheduled tribes. In reply to a question, the 
Finance Secretary stated that these wells had remained incomplete 
for want of funds, but the Department could surely provide funds 
for the construction of the remaining incomplete wells.

2.65. The Committee desired to know the amount spent by the 
Public Health Department in regard to the provision of wells. The 
witness stated that usually the Harijan Welfare Department pro
vided wells and other amenities to supplement the amenities that 
had been provided by others.

2.66. The Committee desired to be furnished with further infor
mation on the following points:

1. Amount spent by the Public Health Depjirtnient on the
construction of wells for drinking water.

2. Amount supplemented by the Harijan Welfare Department
on the construction of wells.

The notes have been furnished. (Appendix XXVII).
2.67. The Committee desired to know the amounts required to 

construct an ordinary well. The witness stated that roughly a sum 
of Rs. 3,000 was required to construct a well. The Shramdan Com
mittee was expected to collect 15 to 25 per cent, of the cost. Since 
they had failed, the Government would have to spend the entire 
amount. In reply to a question, the witness stated that the District 
Advisory Committee recommended the places where the Depart- 
ment should imdertake the construction of wells.

2.68. The Committee note with regret that for want of funds 50 
wi^ls of drinking water under the sch^ne of welfare had not been 
coBStnicted fully. Hie Committee do not understand why funds 
were not made available for meeting such assential needs of the 
scheduled eastes/scheduled tribes and other backward classes, llie  
Committeel ftnd from the details fumiidied that while in 1964-65 the 
Public Health Engineering Department provided a sum of Rs. 10,62S 
only for construction of wells for drinking water, in 1965<M tiurfi 
Deptt. did not provide any funds for the same. In the opinion ofl 
ihe Committee the Public Health and Ekigineerlng Deptt. also should
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r share the responsibiliity for meeting the essentidi needs of drinking 
water for the people. , .

2.69. The Committee further desire that immediate steps should 
be taken to complete the incomplete wells for drinking water.

(e) Grants for construction of houses:
2.70. Grants aggregating Rs. 23:76 lakhs were paid upto the end 

• of March, 1963 in 6 districts to families of Scheduled Castes and
Tribes at the rate of Rs. 1,000 per family (Rs. 800 prior to 1959-60). 
Information regarding the remaining 3 districts is awaited. A subs
tantial part of the expenditure has not served the purpose intended, 
viz., settling the poor and homeless families of Harijan, as 1,571 out 
of 5,097 houses for the construction of which the assistance was 
given remained to be completed (August, 1964) as indicated below;—
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Year of sanction No. of houses for which No. of incomplete
assistance was houses
sanctioned

1956-57 . • 300 • .

1957-58 . • 1,024 180
1958-59 . • 734 171
1959-60 . . 764 383
1960-61 . 966 373
1961-62 . . 600 217
1962-63 . • 709 247

T otal . • ■ 5.097 1,571

The non-completion of houses was attributed mainly to:
(a) inadequacy of the assistance for completing the houses ac

cording to the type design approved by Government;
and!

(b) mis-utilisation of the assistance by the beneficiaries m
certain cases.

2.71. Explaining the position in this case, the Director of Harijan 
Welfare stated that out of 1,571 houses referred to in the Audit 
Report, 461 houses had remained unoccupied. The other houses, 
though incomplete were occupied by the owners. On being asked 
about the number of cases, where fimds had been mis-utilised, the 

 ̂witness stated that since the houses had not been completed, it



could be presumed, that the funds had been mis-utilised. In reply 
to a question, the witness stated that the total cost of each build
ing was Rs. 1,000. The estimate was prepared in 1957. The que;»- 
tion in regard to the increase in the quantum of assistance was;̂  
under consideration.

2.72. The Conunittee fe«l that there is need for caution in the 
grant of funds for construction of houses so that there is no mis- 
utilisalton of funds. This requires a greatejr degree of supervision as 
well as control.

2.73. In the opinon of the Committee, the maximum amonnt ô -' 
grant admissible to an individual is inadequate and requires to be 
revised upward, llie  Committee desire that suitable steps should be 
taken urgently to complete the construction of incomplete houses and 
to see that they do not remain unoccupied.
(f) Idle outlay:

(i) Under a scheme for distribution of house sites to sche
duled Castes/Tribe families, Government acquired, 
during 1956-57 to 1963-64, 913-10 acres of land (cost: 
Rs. 2-98 lakhs for 212-23, acres, information regarding 
cost of the remaining land awaited). Of these, 119‘70" 
acres of land (cost: Rs. 0 34 lakh for 38-03 acres, in
formation regarding cost of remaining land awaited) 
remained unutilised (January, 1965), this has been 
attributed to delay in allotment and demarcation, lack 
of eligible applicants and non-evictio’n of encroachers.

(ii) Machinery, equipment, etc., of the value of Rs. 25,984 
were lying unutilised (December, 1964) as indicated; 
below:—
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Description Cost Remarks

I. 9 out of 19 radio sets pur
chased during March, 1959 
to December, i960.

2. Poultfy and bee-keeping 
equipment.

Rs.

5,332 Electric connections were not' 
available to operate the setŝ  
at the centres to which these 
were* issued.

10413 Lying idle in 14 centres for over t 
a year some of them from.
1959 ; poultry equipment cost
ing Rs. 3,610 suppUe to 5



Description Cost Remarks
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Rs.
centres was idle either be
cause there were no poultry 
houses/runs or no birds had- 
been supplied. In other cases 
the machines needed repairs .

3. 4 Circular Saws . . 4,900 2 saws lying idle at 2 Model
Weliare Centres in Quiloa 
District irom June, 1959; par ti- 
culars awaited in respect of 
the remaining 2 saws.

4. 22 sewing machines pur- 5,339 Awaiting selection of beneficia^
chased in March, 1964 ries or awaiting repairs re-
and earlier. placetoent of missing parts,

etc.

2.74. The Committee desired to know the latest position in re-- 
gard to the utilisation of land. The Director of Harijan Welfare 
stated that the present position was that 71:60 acres had remained 
unutilised. In three places, the demand for houses had gone dowiv 
as a result of the Kerala Land Reforms Act. The persons for whom 
sites were intended at the time of acquisition hswi got permanent 
ownership in their lands. Recently, Goverrunent had promulga- 
ted an ordinance prohibillSng eviction.

2.75. The Committee drew the attention of the witness to the 
portion of the Audit para relating to idle machinery and equip
ment and desiredi to know whether the Government had enquired 
as to who was responsible for the supply of machinery and equip
ment to places where it was not needed or could not b« used. 
The witness stated that the radios had since been ordered to be- 
shifted to Harijan hostels where there was proper electric con
nection. The machinery and equipment was purchased as a part 
of the scheme. The witness, however, admitted that purchases 
could have been restricted to articles which were quite essential 
aaid useful. As regards sewing machines, the witness stated that 
the machines were purchased in March, 1964. Some of the 
machines had been distributed and now only 10 machines re
mained to be distributed. In reply to a question, the witnes» 
added that there were no cases of repairs.

2.76. The Committee that the Department will take steps t*  
see that the balance of 71.60 acres of land is also put to use as eaxlj 
as possible.



2.77. The Committee trust that the Deptt. will now learn by 
■experience and will restrict the purchase of machinery and equip- 
rment to the essential ones after satisfying themselves that they can 
'be usefully utilised without delay.

, (g) Non-operation of an irrigation scheme:

2.78. A lift irrigation scheme sanctioned as part of a ‘Pilot Scheme’ 
at Champakad (Kottayam District) for settlement of a Hill Tribe 
was completed and oommissio'ned in August, 1963 at a cost of

:Rs. 42,415. The Harijan Welfare Department had not taken over the 
; scheme for want of technical staff (August, 1965); the pumpsets are 
;not being operated from February, 1964. The Executive Engineer
■ stated (February, 1965) that the annual maintenance charges (Rs. 392 
per acre of land benefited) were disproportionately high compared 
to the benefits achieved. Proposals for the proper working of the 
pumpsets 'by the Irrigation Sub-Division, Muvattupuzha were stated 
to be under consideration of Government (August, 1965).

2.79. The Committee desired to know the present position in re-^ 
gard to the working of the irrigation scheme. The Director of Hari-

. jan Welfare stated that the work had been entrusted to the P.W.D. 
for the irrigation of 110 acres of cultivable area and also for provid
ing drinking water. In view of the usefulness of the scheme, the 

: amount might not be considered as very high.

2.80. At the end, the Adviser (I) to the Governor of Kerala in- 
tfaraed the Committee that the Government were aware of the short

comings in the D^artment and had taken steps recently to solve 
the problems in that direction. He promised to submit a statement 
on the reforms that had been introduced in the Department. In that 
coimection the Committee desired to be furnished with a detailed 
note showing steps taken to remove the defects and to improve the 
working of the Harijan Welfare Department.

2.81. The Committee are glad to be informed that in view of 
'4hc usefulness of the scheme, the amount spent on the irrigation 
Mhone might not be considered as very high. They would like to 
point outj however* that the scheme was prepared and commissioned 
without full planning.

2.82. At the instance of the Committee a detailed note showing 
the steps taken to remove the defects and to improve the working of 
the Harijan Welfare Department (as promised by Adviser-I to the 
•Governor of Kerala) has been received and is at Appendix XXVIII.
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2.83. Tbe Committee had occasion to report on the irregnlaritics 
in the Harijan Welfare Department in Chapter V of their 47th Report 
(1S65-66). The Committee are glad to note the steps taken recently 
bj the Government of Kerala to improve the working of the Depart
ment The Committee have been informed ‘‘Government are also 
anzions that the working of the Department is brought upto the 
standard of efficiency required, so that there shall not be any room 
for any kind of irregularity in its working.” The Committee would 
like the Department also to see that ben^ts envisaged in the scheme 
of welfare actually reach the scheduled castes|tribes and other back
ward classes for whose welfare large sums of money are being 
expended.
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m
AGRICULTURE (FOREST) DEPARTMENT

Loss due to defective arrangements in connection with the lea«e <rf •
forest area—Para 78—Pages 81-82.

3.1. An area of 546*68 acres of forest lands in Mukundapuram 
Taluk was leased out by the erstwhile Cochin Government to the 
Malayalam Plantations Limited (a private company) from 7th 
March, 1945 for cultivation of rubber. As per the terms of the lease 
deed, the company was to pay rent at the rate of Re. 1 per acre per 
annum for the entire area from the first year onwards till the com
pletion of the seventh year after planting of rubber and at Rs. S par 
acre per annum from the beginning of the eighth year onwards from 
the date of planting of rubber.

3.2. Till Jime, 1965, the company had completed planting over^ 
19-50 acres only. Rent at the rate of Rs. 3 per acre per annum was 
collected in respect of the 19* 50 acres and at the rate of Re. 1 in res
pect of the balance area of 527 18 acres. Though at the instance of 
Audit, the department raised (July, 1963) a demand for Rs. 11,508 
towards arrear rent for the period 1953 to 1963 in respect of the are* 
not planted, the company objected to its payment on the ground that 
the period within which the entire area was to be planted was not 
stipulated in the lease deed. After negotiations with the Company, 
Government waived (June, 1965) recovery of this amount; the com
pany was stated to have agreed to pay quit rent at the rate of Tls. 3 
per acre per annum for the entire area from 1964 onwards. A sup
plemental agreement incorporating clauses for right of resumption 
by Government of the area left fallow by the company and other re- 
levent conditions deemed necessary to safeguard interests of Gor- 
emment is yet to be executed (January, 1966).

3.3. The Committee desired to know whether it came to the 
notice of the Department that most of the land was lying fallow 
and further steps were necessary to prevail upon the lessee to plant 
the entire area and whether any periodical inspection was under
taken to check the progress of planting. The Agricultural Pro
duction Cranmissioner informed the Committee that under the temu 
o f the agreonent, the Company had to pay the rent at the rate of 
Re- 1 per acre per annum till the completion of the 7th ye«r
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after that at the rate of Bs. 3 per acre for the land which was planted 
with rubber. Hiere was no provision in the agreement which autho
rised the Government to resume the land or to claim the rent at 
the enhanced rate. In reply to a question, the witness stated that as 
suggesed by the Audit Deparrtment, a sum of Rs. 11,598 was claimed 
towards arrear rent. On being asked whether the Audit Department 
was consulted- at the time of waiving the demand, the witness stated 
that Audit was not consulted at the time of waiving the demand. 
The Department had consulted Law and Finance Departments.

3.4. In reply to a question, the witness stated that there was no 
provision in the agreement that the lands should be actually plant
ed with rubber within a prescribed period. Plantation was to be 
made according to the convenience of the Company. On being asked 
whether there was any provision in the agreement that the Company 
could plant rubber according to their convenience the witness stated 
there was: no such provision in the agreement. But the Company 
had made it clear in their application.

3.5. The Committee pointed out that the agreement was entered 
into with the Company after their application and enquired whe
ther there was any correspondence with the Company subsequent 
to the agreement on this point. The witness stated that there was 
no correspondence with the Company. He added that according to 
para 4 of the agreement the Company had been given the option not 
only to plant rubber but also catch crops, at their option provided 
the nature of the crop was not in the opinion of the Conservator of 
Forests injurious to the soil. In the event of cultivating catch crops, 
the Company had to pay ari extra raie of Rs. Ij per acre. In reply 
to a question, the witness stated that there was ’no supervision by 
the Department to see that the terms of the agreement were pro
perly implemented and th;it :,he land that was taken on lease was 
properly used. On being asked whether there any other agreements 
in which also there was no provision fcr supervision, the witness 
stated that this was the only lease deed of the kind where the pai'ty 
had been given the option to plant rubber. In all other cases the 
relevant clause was that from the 7th year after giving possession of 
the land, Government was entitled for the enhanced rate. It was 
not necessary in those cases to see whether the area had been plant
ed with rubber or not.

3.6. In reply to a question, the Chief Conservator of Forests, stat
ed that these lands cultivated under catch crops were essentially 
for meeting the requirments for production of fuel and for proces
sing rubber. The areas where the Forest Department had plant»> 
tions were subject to regular inspections by various cadres of offl- 
cers. It was iot the Department to prevent the raising of crofM



which were injurious to the soil. The witness added that the Com
pany did not plant any cash crop which was injurious to the soil.

3-7. The Committee desired to know the total amount collected 
in respect of all catch crops. The witness stated that the Department 
had collected rent at Rs. 2.50 for 29 acres and Re. 1 for the balance. 
The Company had also paid premium at the rate of Rs. 60 per acre. 
The Company had p£iid the entire amount from 1964 onwards for the 
entire area at the enhanced rates. In reply to a question, the wit
ness stated that the Company was still in possession of the land.
19 acres had been planied with l ubber. 29 acres with catch crops and 
the balance was lying fallow.

3.8. The Committee desired to know whether Government had 
considered the question of resuming the fallow land or converting 
the land into forest area. The witness stated that the Department 
had been trying since 1961 to resume the land and had also consulted 
the Law and Finance Departments. The position was that the 
Department could not compel the party to convert the land into 
rubber plantation or prescribe any period for conversion. Further 
an attempt was made to obtain a supplementary agreement which 
the Company had refused to execute. The Company had not agreed 
to any period being prescribed. The Department had found itself 
helpless in this regard. In reply to a question, the witness stated 
that sub-leasing was not permitted.

3.9. The Committee desired to know the machinery with the De
partment to ascertain as to how much land had been utilised. The 
witness stated that the annual rent collected would indicate as to 
how much land had been used and how much had been left fallow. 
The Range Officer would verify as to how much land had been cul
tivated and the annual demand for rent was based on his report.

3.10. The Committee regret to note that no specific provision was 
made in the agreement that the land leased out to the Company 
■hould be planted with rubber within a precribcd period. Further, 
when there was no provision in the agreement that the Company 
could plant rubber according to their convenience, the Committee do 
not understand how far it was in order for the Government to agree 
to the condition of the company to plant rubber in the areas as and 
when it was convenient to them, after having leased out the land 
mainly for rubber plantation, especially when it was laid down in all 
•ther cases that from the 7 th year after giving possession of land 
Govt, was entitled for enhanced rat^



n
3.11. Another unfortimate aspect of this case was that there was 

no departmental supervision to see that the terms of the agreement
properly implemented.

3.12. The Committee are surprised to find that the lease deed was 
executed in 1945 and till 1966 (a period of 21 years) the lessee had 
planted rubber in 19 acres, catch crops in 29 acres and the rest of 
the land (498.68 acres) remained fallow. The Department could not 
do anything in the matter as the land was in possession of the lessee. 
The Deptt. only hoped that he would convert the land into rubber 
plantation as early as possible.

3.13. The Committee suggest that efforts should be made in con
sultation ivith the Law and Finance Deptts. to find a solution to this 
problem with a view to ensure that the rest of the fallow land (498.6g 
acres) is also effectively utilised.



EDUCATION DEPARTMENT

Ex-gratia Payment—Para 28—Page 40
4.1. The work of construction of Tagore Centenary Theatre at Tri

vandrum was entrusted to a contractor in November, 1960 with the 
stipulation to complete it by 27th October, 1961. Due to frequent 
changes made by the department in the design and owing to delay 
in handing over the site completely to the contractor (it was handed 
over completely by July, 1961) he represented to Government in 
August, 1961, December, 1961 and April, 1962 that he should be given 
25 per cent increase in rates to compensate him for the rise in cost 
of labour and materials. Government sanctioned in September, 1963 
an ad hoc increase of 20 per cent over the agreed rates on the ground 
that the departmental schedule of rates for labour and materials 
had been revised from October, 1961 and December, 1961 respective
ly; the ex-gratia payment amounted to Rs. 35,836 upto October, 1965. 
This included Rs. 4,529 in respect of work done before October, 1961; 
since the departmental schedule of rates for labour was revised only 
from October, 1961 the justification for this payment is not clear.

4.2. The original estimate of the work, Rs. 9-28 lakhs, has been 
revised to Rs. 14 lakhs; the revised estimate is awaiting approval of 
the Chief Engineer.

4.3. Explaining the position, the Secretary, Education Department 
stated that the case related to the ex-gratia payment sanctioned to 
the contractor for the construction of the Tagore Centenary Theatre. 
The payment had to be made because Government could not create 
in time the necessary facilities for starting the work. There was * 
stipulation in the agreement that the site for the construction of the 
Theatre would be made available by the Government to the contrac
tor. The contractor could not start the work in time because the 
site earmarked for the construction of the Theatre was under th* 
Forest Department which was entirely covered by the forest timber 
and the site could not be made available. The work could not be 
completed in time because of certain other factors also such as, the 
change in the structure etc. The contractor had put in a request stat
ing that as the site was not made available in time by the Govern
ment, there was delay in the construction of the building, and the

IV



price of the materials had in the mean time gone up. The Gk>vem- 
ment was anxious to see that the building was completed during the 
«ei)tenary period. The contractor was asked to carry on the work 
and in the meantime the petition also came from the contractor and 
the matter dragged on for sometime. The Chief Engineer had also 
found that the cost of the materials had gone up considerably and 
had reported to the Government that the schedule of rates should 
be revised. This came up for consideration and it was found that 
the cost of materials had gone up by 30 to 40 per cent. All these as
pects were considered by the Government. On repeated representa
tions from the contractor after August, 1961, Government enhanced 
the rates by 20 per cent to compensate the contractor for the rise in 
the cost of materials. The Departmental schedule of rates was also 
revised from October, 1961 and December, 1961.

4.4. The Committee pointed out that according to the original con
tract, the contractor was to have completed the work within a year 
but it was not so completed and enquired whether any action was 
taken against the contractor. The witness stated that there were 
certain alterations after the contract was entered into and the De
partment also did not have enough experience in the art of construc
tion of Theatres. In reply to a question, the witness stated that the 
Chief Architect was personally incharge of the work. But all the 
same the particular item of work was very complicated and the Chief 
Architect had himself reported the fact to the Government at the 
beginning. The Chief Architect had given an estimate to the Gov
ernment and according to that the work was started. During the 
coizrse of implementation he had reported that certain alterations 
were necessary which were of a very intricate nature. On being ask
ed as to why no action was taken against the contractor for the delay 
the witness stated that there was some delay on the part of the Go
vernment in handing over the site to the contractor, and also there 
were some difficulties in getting the materials. As such the Depart
ment did not take any action against the contractor. On being asked 
whether any analysis was made to find out the extent of delay on 
the part of the contractor, the witness stated that no analysis was 
made. There was heavy monsoon and the contractor was not able 
to carry on the work. Further, there was the cement shortage. The 
Government were aware of the position and thought that it was not 
proper to take steps to recover any amount as compensation. In reply 
to a question, the Chief Engineer (B & R) stated that the contractcjr 
dM>uld have started the work in November, 1960. Since the land was 
not ready for starting the work on accoimt of the difficulty in remov- 
tsg the timber he had asked for more increased rates. The question 

decided by the Government only in September, 1982 and the-
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contractor was asked to proceed with the work. The fault wafl not 
solely on the part of the contractor. On being asked about the action 

if there was delay on the part of the contractor, 
the witness stated that if there was delay on the ^ r t  
of the contractor, the contractor should have been either penalised 
or the agreement closed with him. But in the present case, the 
contractor had pleaded delay on the part of the Government also* In 
reply to a question, the Secretary, Education Department stated 
that the Contractor had started the work earlier than September, 
1962. He had put in his application while he was continuing the 
work. Since his request for increased rates was pending decision, 
he did not think of completing the work within the prescribed time 
limit.
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4.5. The Committee desired to know the reasons for the revi
sion in the estimates. The Chief Engineer stated that certain ad
ditional items such as decoration, stage arrangements and equip
ments which were not actually the part of the original estimate 
were included. On being asked about the final cost incurred on thê  
construction of the Theatre, the Secretary, Education Department 
stated that the original estimate was Rs. 9.28 lakhs which was 
later on revised to Rs. 14 lakhs. Since the payment had not been 
completed, the Department was not in a position to say as to what 
would be the final cost of the building. Roughly, the final cosrt 
would be about Rs. 16 lakhs. In reply to a question, the witness 
stated that Rs 2i lakhs was received from the Government at 
India. Originally, it was thought that the expenditure would be 
met by the State Government and the Government of India on a 
ftfty-fifty basis. But the Government of India had stated that If 
the estimate was very high, the State Government should meet 
the expenditure. On being asked about the recurring expenditure, 
the witness stated that the recurring expenditure was less Uian 
Rs. 15,000 per year. As regards income, the witness stated that 
the rate for each performance had been prescribed. TTie Income 
would be somewhere near Rs. 6,000. So far collections were Ilmitad, 
it was expected that the collections would go up.

4.6. The Committee desired to be furnished with further 
fomution on the following points:'—

(1) Detailed note explaining the reasons for giving 20 per 
cent increase in rates.



<2) Why no compensation was claimed from the contractor.

(3) Whether there were any other cases in other Depa^ 
ments of the Government of Kerala where enhanced 
rates were given to the contractors for the delay on 
the part of the Government.

TOie information furnished by the Education Department of the 
Kerala Government is at Appendix XXIX-

4.7. The Committee are of the opinion that the case indicates lade 
4»f proper planning on the part of the Department in awarding this 
eontract and laxity in supervision over its execution. In the detailed 
note jEnmished by the Department it has been stated that the work 
was awarded to the contractor on 27th Octobert 1960 indicating the 
date of completion as 27th October, 1961. By 12th December, 1960 the 
site of the building proper was got cleared and the work was started. 
Tlie entire site was cleared of forest logs only by May, 1961. Due tm 
continuous rain and shortage of cement, there was delay of about 2 
to 3 months in the initial stages which had to be attributed to the 
Government. Further there was also some delay in finalising the 
detailed design which was completed and finalised by 18th July, 1961. 
It has further been stated that the contractor took up an attitude of 
slowing down the work and wanted definite orders regarding enhanc
ed rates to be allowed. All this, it is contended, resulted in delaying 
the construction of the building. The Committee therefore, feel that 
when the site for construction of the building was finalised the De
partment was aware of the logs on if and the consequent delay it 
would cause in making the land available to the contractor. Speedy 
action should have been taken to clear the site, to avoid delay in con
struction.

4.8. The Committee are of the opinion that the Department failed 
to assess the delay in construction on the part of the contractor whe 
according to the Chief Engineer, ‘Svould not commit himself to any 
fixed programme and had been generally lingering on with the work .̂ 
Hie contractor got the site completely in July in 1961. All the major 
■tnictaral details and designs vrere finalised in March, 1962 but the 
eontractor completed the work in September, 1965. There was thus 
a delay of 3 years after the finalisation the major desisns etc.

4J. As a result of delay on the part of the contractor and on the 
part of the Department, the original estimates of Rs. 9.28 lakhs had 
fo be revised upwards. The Committee feel that no adequate nofilee 
<«( the delay on the part of the contractor was taken by the Depwt-
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mcmt. The Committee would like the Govemmemt to examine the- 
cale to see if the contractor is liable for penalty as provided in tli* 
contract for the delay in construction. The Committee are of< the 
view that there was no justification for making an extra payment of 
Bs. 4,529 in respect of work done before October, 1961 when the de
partmental schedule of rates was first revised, and the contractor 
should be asked to refund this amount.

36

Junior Technical Schools—Para 46—Page 52.

4.10. In August, 1959 Government sanctioned the implementa
tion of a Centrally aided scheme of establishment of Junior Tech
nical Schools in the State. The object of the scheme was to divert 
students of 14 years of age from the academic type of education in 
secondary' schools to one specially designed to condition them for 
different productive occupations of a technical nature. Twenty Sttdi 
schools were set up in the State during 1960-61 to 1963-64.

\
4.11. An expenditure of Rs. 1,14.14 lakhs was incurred on the 

scheme upto the end of March, 1965.

4.12. A factual survey of the schools by the Planning Com
mission during August-September, 1964 showed that in Kerala, 
only about 26 per cent of the students passing out of the Junior 
Technical Schools joined industries as against 78.6 per cent in 
Uttar Pradesh and 73.3 per cent in the Punjab. This indicates that 
the main object of the scheme has not been fulfilled in Kerala.

4.13. The Committee desired to know whether the State Gov
ernment made an attempt during the period of 4 years between 
the date of opening of the schools and the factual survey by the 
Planning Commission to find out whether the trainees were actu
ally benefited by the training imparted and whether trainees were 
joining industries. The Secretary, Education Department stated 
that no factual survey was separately conducted by the State 
Government The Department was depending upon the factual 
survey conducted by the Centre. The witness further added that the 
training was very useful and the factual survey report of the Plan
ning Commission was quite clear and it indicated the position. On 
bring pointed out that till 1964, no survey was conducted by the 
Department, the witness stated that the Department had the stik> 
ttartics dt the number of bojni who went for higher edueation. Tbe



Department did not officially conduct any survey, but minimurr  ̂ d».. 
tails required were available with the Department. The Depart
ment was satisfied with the Scheme. The object of the Junior 
Technical Schools was also to prepare students for higher education 
and it was not a terminal scheme. In reply to a question, the wit> 
ness stated that 69 per cent of the students passed out of these in
stitutions went for higher education and 26 per cent went for in
dustries. Employment potential in Kerala was not of the same 
order as in the U.P. or Punjab. In reply to a further question, the 
witness stated that there was no scheme to assist the unemployed 
persons to get employment outside the State-

4.14. The Committee desired to know whether the nature of the 
training imparted in Kerala had been compared with the training 
imparted in U.P. and Punjab to find out the scope for improvement 
in the training. The Director of Technical Education stated that the 
training given was based on the pattern given by the Government 
of India. The Department had not compared the training with that 
given in U.P. and Punjab. There were minor adjustments to be 
made, but the Department was awaiting the report of the five-man 
committee appointed by the Government of India. The report 
would be circulated and on receipt the Department would forward 
its views to the Government of India.

4.15. In reply to a question, the witness stated that any student 
who passed from these schools was declared as equivalent to
S.S.L.C. for purposes of recruitment in State Services and for ad
mission in colleges, polytechnics both inside and outside the State. 
The witness further added that scholarships were given to 10 per 
cent of the strength in the class. The amount of the scholarship 
was Rs. 20 per month for 10 months and there was no tuition fee.

4.16. On being asked about the percentage of Scheduled Castes/ 
Tribes students and the reservation of seats for them in the schools, 
the witness stated that nobody was refused a seat. All the Scheduled 
Caste students who applied for admission were admitted. Ther* 
was also 5 per cent reservation. In reply to a question the witness 
stated that the Harijan Welfare Department was help’ng in tht 
matter of filling up of 5 per cent seats by the Scheduled Castes/ 
Tribes students.

4.17. On being asked about the coordination between the Junior 
Technical Schools and the I.T.I., the witness stated that there wat 
coordination as far as scholarships were concerned. The Harljaa 
Welfare Department paid the scholarships and other fees to those
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:8tudents who were economically backward. The expenditure oit 
this account was operated by the Harijan Welfare Department

4.18. The Committee desired to be furnished with further infor
mation on the following points:—

(1) Total number of Scheduled Castes/Tribes students in the
various technical schools.

(2) Number of Scheduled Castes/Tribes students to whom
scholarships had been given.

4.19. The information had been furnished by the Education De
partment of Kerala Government and is at Appendix XXX.

4.20. The Committee desired to know the percentage of Central 
assistance. The Joint Secretary, Ministry of Finance, stated that 
the assistance was 50 per cent non-recurring and 50 per cent recur
ring.

4.21. The Committee feel that the Education Dcpartmcut instead of̂  
waiting for the report of the Planning Commission on the impact of 
the scheme, should have conducted their own independent survey t» 
determine how far the technical training schemc benefited the stu
dents in the State.

4.22. The Committee also suggest that Government should under
take a scientific analysis to ascertain the reasons for the anomaloii.<i 
position brought out by the factual survey undertaken by the Plan
ning Commission n>z. that in Kerala, only about 26 per cent of the 
students pasang out of Junior Technical Schools joined industries, 
«s against 78.6 per cent in Uttar Pradesh and 73.3 per cent in the 
Punjab. Suitable remedial measures found necessary as a result oC 
this analysis sbonld be initiated so that the object of the scheme Is 
fully achieved.

Xi) InfrucUious outlay—Para 46, page 52.

4.23. The construction of loundation and basement of a building 
for Jundor Technical School, Cranganore was completed in Feb- 
ruaiy, 1960. long before approval of the design and estimate; when 
administrative sanction to an estimate for the super-structure was 
accorded by Government in February, 1961 a portion cd the base
ment and foundation already constructed had to be abandoned. The 
cost of the abandoned work together with the dismantling charges 
aggregated Bs. 11.S38.
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4.24. The Committee desired to know whether an enquiry had 
been conducted into this case with a view to fixing of responsibilily 
for the infructuous expenditure. The Secretary, Education Depart
ment* stated that the construction of the foundation and base
ment was undertaken on the basis of an administrative sanction 
issued earher on 19.2.1958. In the meanwhile the Government 
thought that the expenditure on the Junior Technical Schools wa* 
rather very high and wanted to reduce the expenditure as a mea
sure of economy. It was decided to demolish some portion of the 
structure and further construction of the area was not taken up. 
The material collected from the demolished building was utilised 
for other purposes. The total cost of the material was Rs. 1,200. 
On being pointed oul that according to the Audit Report, the foun
dation and basement was constructed long before approval of the 
design and estimate, the witness stated that it was not correct. The 
sanction was issued and the work was taken up on the basis Of ad
ministrative sanction. In reply to a question, the witness admitted 
that if there was any incorrect statement in the Audit Report that 
must be corrected in tame. In that connection, the Committee de
sired to be furnished with a note Appendix XXX showing the date 
on which the Audit para was received and what was the action 
taken thereon.

4.25. The* Committee feci that the Education Department should 
have furnished full information to Audit about the earlier sanction 
for the constructions of the building of Junior Technical School when 
the draft para was sent for their comments. Similarly, Audit were 
not informed about the utilisation of machinery and equipment which 
the institution had purchased for the use of the students, (referred 
t« in sub-para (ii) of the Audit paragraph).

4.26- During the course of evidence the Secretarj'. Education 
Department in reply to a question state why the Audit Report was 
•ot corrected in time, stated, “I will verify it.” Similarly, in reply to a 
further question, the Director of Technical Education stated, “we 
should have corrected it. I accept responsibility for the delay.”

4.27. The Committee feel that the Departments should be careful 
in pointing out any factual discrepancies in the draft Audit paras so 
that the time of the Committee is not wasted in sorting out factual 
discrepancies. The Committee hope that the Department would de- 
rise a system for dealing with draft Audit paragraphs so that they 
nay he dealt with on a priority basis.
(ii) Umitilised machinery and equipment—Para 46, page 52.'

4.28. Machinery and equipment (78 items) costing Rs. 1.30 lakhs 
have been lying unutilised for long periods in various schools in the
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State (October, 1965). 45 iteoos (cost: Rs. 80,194) are idle; the 
machinery and equipment supplied were stated to <be defective. In 
7 of these cases the full cost ot the equipment (Rs. 23,065) has been 
paid to the suppliers and in the remaining cases 90 per cent (Bs. 
57,129) of the cost has been paid. 22 items costing Rs. 22,079 coiild 
not be put to use owing to dearth of students or the machinerj' 
-being not required in the school. 11 items costing Rs. 27,488 await 
the provision of required facilities such as buildings, workshop 
lacilitiesi power connection, etc.

4.29. The Committee desired to know whether all the defective 
machinery and equipment had since been repaired or replaced b f  
the suppliers. If not, what action had been taken or was proposed to 
be taken against the suppliers and what were the remedies open 
to the Government in terms of the agreement The Director of 
Technical Education stated that all the items were not kept for a 
long period. 68 items were supplied on or after 1964. Only 10 items 
related to earlier periods. There were only two defectlvei machines. 
One of the machines was fuUy jilx)tected by the earnest mone r̂ 
(10 per cent of the contract). Regarding the other machine, the 
firm had agreed to replace it. The mistake was detected after the 
validity period. Only 17 machines were awaiting erection and I 
machines were defective. The witnes.s added that the observation 
in the Aduit Report was, therefore, incorrect. The Commdttee 
pointed out that the observation in the Audit Report should have 
been corrected earlier and desired to know as to how Audit objec
tions were dealt with. The Finance Secretary stated that a circular 
memorandum was issued on the 15th November, 1965 in which It 
was explained as to how Audit objections and draft para would 
have to be carefully considered. The Department was looking into 
it again to see that even at the time when the draft para was sent 
•to the concerned department, very careful scrutiny was made and 
answers were given.

4.30. The Committee desired to know whether there was any 
guarantee by the firm who had supplied the machinery which were 
found to be defected. The Director oi Technical Education stated 
that if within 6 months, the machine was found to be defective, the 
firm had the responsibility to set the machine in order. Agreemenll 
had been executed with the firm. The firm had been addressed In 
this regard- The experts of the firm had to come to repair the 
machine. The witness urged that without a little ddiay, these things 
could not be completed.
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4^1. On being asked whether any penalty had been imposed or 
vhether any compensation had been claimed from the firm due to 
defects in the machine which could not be operated, the witness 
stated that the firm had been blacklisted both by the State Govern
ment and the Centrid Government. There was no clause in the 
agreement for imposing any penalty. On being asked as to when 
the payment was made to the firm, the witness stated that the pay
ment was made after verification. In most of the cases only 90 
per cent of the cost had been paid and the remaining 10 per cent 
had not been paid. The final pyayment would be made after the 
'defects were removed.

432. The Conunittee feel that the Education Department should 
liave been a little more careful while placing orders for the supply of 
the equipment to include a penalty clause in the contract so that it 
would have served as a deterrent against supply of defective machi
nery. The C<HDjnittee would also like the Department to ensure in 
future that there is no time-lag in die utilisation of machinery and 
equipment after their receipt.

Development of Engineering CoUege. Trivandrum—Para 47, pages 
53-54.

(o) Extra expenditure.
4.33. The contract for the work ‘Construction of an additional 

hostel-Block HI’ was awarded to a contractor in February, 1961, 
his tender being the second lowest for the work as a whole and 
lowest when tile roofing work which the department had decided to 
delete from the estimate was excluded. The contractor did not take 
tip the work stating that he had not made arrangements for men 
and materials as his tender was not the lowest for the work as a 
whole; he demanded higher rates. The request as rejected by the 
department in March, 1961, but later, on a petition of the contractor 
•Government issued orders in November, 1961 for the release of his 
earnest money (Rs. 5,600) and for inviting fresh tenders on the 
ground that the designs and sp>ecifications had been changed by 
the department after invitation of tenders and that there was in- 
erease in cost of material and labour during the previous one year.

4 34. The work was got executed at higher rates on the basis of 
fresh tenders invited in December, 1961, through another contrac
tor; the extra expenditure computed with reference to the origi
nally accepted rates amounted; to about Rs. 61,000.

4 ^ . It may be mentioned in this connection that the original 
A>ntract had been awarded within the validity period of the tender*
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and the only change made in specification or design was substitu- 
tion of the tile roofing with R.C C. work resulting in a very amall in- 
crease in the estimated value of the work from Rs. 2.17 lakhs to 
Rs. 2.19 lakhs. Such changes were permissible in terms of the notice 
inviting tenders.

4.36. The Committee desired' to know whether legal opiiuon was 
obtained before the decision was taken to refund the earnest money 
and to relieve the contractor of his contractual obligations. The 
Secretary, P.W.D. stated that no legal advice was taken at that 
time. On being asked whether the change made in the designs 
and specifications was a major or a minor one the witness stated 
that it was only a minor change. Retendering occurred in this case 
because of the contractor’s petition. It was seen that the Govern
ment had taken a lenient view on this matter. On being pointed 
out that minor changes were permissible in terms of the notice 
inviting tenders, the witness stated that no reasons had been re
corded. The Audit para had pointed out that the change was al
lowed within the terms of the tender. In reply to a question, the 
witness stated that from the rates that were quoted for th® pur-K 
pose of award of the work, it was treated as a minor change. On 
being asked as to why the contractor was allowed to decline the 
acceptance of the tender, the witness stated that it was seen from 
the orders in the file that the contractor was not agreeable to 
take up the work since the labour charges and the value of mate
rials had gone up. Originally, the contractor had applied to the 
Chief Engineer for the increase in rates which was not allowed 
by him.

4.37. In reply to a question, the witness stated that the orders 
in the file were the orders of the Minister. In the file it was stated 
that as per the petition of the contractor, there was reason lor 
fetendering had submitted the petition to the Minister on 
The contractor had submitted the petition to the Minister o# 
15th October, 1961 it was on this petition that the Minister had issued 
erders.

4.38. It is indeed surprising that in this case (a) even though the 
change in the designs or specifications was of a minor nature; (b) 
such minor changes were permissible in terms of the notice inviting 
tenders: and (c) the Chief Engineer did not allow the higher rates 
asked for by the contractor, orders were issued at the higher level 
for retendering the work and releasing the earnest money of the con
tractor with the result that an extra expenditure of Rs. 61,009 had te 
be incurred. In the opinion of the Committee, this is rather nnfor- 
tanate.
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(b) Purchaue of defective machinery—Para 47, pages 53-54.
439. A tnilHng machine costing Rs. 28>020 was purchased in April, 

1964. According to the terms ol supply a sum of Rs. 21,670 (rep- 
lesenting 75 per cent of the price) was paid to the supplier in 
April, 1964t against the railway receipt. On opening the case in 
April, 1964 after taking delivery thereof from the Radlway, the 
machine was found to be in a damaged and rusty condition. The 
machine has not been replaced nor repaired by the supplier firm 
(January, 1966).

4.40. The Committee desired to know the action taken against 
the supplier for the supply of a defective machine. The Director of 
Technical Education stated that this particular firm had supplied 
aome equipments earlier which were satisfactory. Very recently 
Ifae Company had been black-listed. The witness added that the 
Government pleader had been asked to take legal action against 
l8e flrm as per the terms of the agreement. Orders to this effect 
were passed only recently. In reply to a question, the witness 
stated that competitive quotations were invited and then ordeis 
placed with this firm who had submitted the cheapest quotation. 
On being asked about the extent to which it (defective machine) 
had affected the students, the witness stated that only the in
creased facilities were not available to the students. The Committee 
desired to know whether a representative of the Department was 
•ent to the firm to test the machine before its despatch. The witness 
stated that there was no such practice.

4.41. While the Committee are glad to know that the Company at 
lanlt in this case has been black-listed and legal action is being taken 
against the firm, they see no reason for the delay of more than two

in initiating action in this case. Such delays should be avoided.
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4.42. The Committee also suggest that the Government may 
•ottsider the feasibility of having the costly machinery and appa-* 
•atiis examined before these are despatched to avoid such contin- 
gency arising again. The Committee would like to be informed of 
tiic final outcome of the case in due course.
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INDUSTRIES DEPARTMENT 

SmaM Scale Industries Schemes—Para 48, page 54.
5.1. Certain points relating to expenditxire on Small Scale Indus

tries Units were mentioned in the Audit Report, 1963 and those of 
the subseque^nt years. It was indicated that machinery, raw mate
rials, finished goods, etc., remained unutilised for long periods, the 
units were working at loss, expenditure was incurred on pay and 
allowances of the staff in itoits which were not functioning or for 
the periods when they did not function and cooperative societies of 
trainees were not formed although the scheme envisaged so.

52. The Public Accounts Committee in their Report of March,
1964 observed that “the failure of these units showed lack of suffi
cient technical knowledge and foresi^t on the part of those who 
formulated the schemes.” The Committee desired that Govemmrat 
should make a detailed study of the working of the units and fitid '  
out the reasons for their faUtire.

5.3. An audit review of the expenditure incurred on 8 other semi- 
lar units conducted in April—June, 1965 indicated that these unite 
were also not generally successful. There were cases where machi- 
neiy and equipment had been lying unutilised for lotng periods, ex
penditure had been incurred on staff when the units did hot func
tion, the units were working at loss, etc.

5.4. The Committee desired to know whether a detailed studj 
of the working of the units had beem made in pursuance of the olv 
anvations of the State Public Accoxmts Committee, if so, what were 
the results and the reasons for the failure of the units. TTie Special 
Secretary, Industries Department stated that the Government w«rt 
into this question and had sent a reply to the Accountant General 
on 24-3-1965, in which it had been pointed out that these units were 
started all over India, according to the approval received from the 
Government for certain pattern of training and production. A work
ing group constituted by the Government of India went into the 
working of these units and had come to the conclusion that these 
units had not been generally successful in all the States. The Work
ing Group recommended the establishment of the production-cvm- 
training centres to be transferred in due course to Industrial Co
operatives or private enterpreneurs. Action was toemg taken on that 
basb.
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5.5. On being asked about the survey conducted by the Depart* 
ineint in pursuance of the observation of the State Public Accounts 
Committee, the witness stated that these centres were started du
ring the period 1956—58 and onwards at different places and the 
training imparted for one year and in some cases it was for two 
years. By 1962, it was found that the scheme was 'not successful. 
By that time a committee was constituted by the Government of 
India and they had come to the conclusion that these schemes 
would not work successfully. In reply to a question, the witness 
stated that the Department went into the recommendation of the 
State Public Accounts Committee and had stopped the training. 
The centres were not handed over to the cooperative societies be
cause that was also found to be a failure. By going into the failure 
of the Scheme, it was thought that the Department might be doing 
probably a superfluous work in the light of the recommendation of 
the Working Group constituted by the Government of India in 
which there were also the representatives of the State.

5.6 The Committee desired to know whether any assessment 
regarding the finalicial implications of the schemes in their totality 
were made by the Department. The witness stated that such an 
assessment had not been made. Even though the Schemes were 
not totzilly successful, the Department had been able to train some 
people in various trades and some cooperative societies had at least 
been formed. Some production units transferred to the private 
sector, had been working fairly well. The witness added that the 
Scheme as such'might be a failure but it had do/ne some good in the 
industrial sector.

5.7 In reply to a question, the witness stated that the Scheme as 
such was a complete Scheme in itself. It ŵ as discontinued after 
an assessment by the Government of India, There was "no proposal 
Cor starting any production-cum-training centres in the Fourth 
Five Year Pla'n.

5.8 The Committee desired to be furnished with further informa
tion on the following points:—

), What was the investment and what was the loss,
2. Whether any assessment was made about the working of 

the utiits. If so, the result of such assessment.
The informatiion furnished is at Appendix... .XXXI.
5.9. The Committee desired to know the total number of small 

scale industries units that were functioning in the State. The wlt- 
liess stated that the total number of units were 43. Out of these
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22 were cooperatives, 7 were rnn by Kerala State Small Industries. 
Corporation, 5 were- run by private parties and 6 were run by other 
Departments. There were 3 units with the Industries Department. 
In reply to a question, the witness stated that there were no com
plaints so far from the staff of these units regarding irregular pay
ment of salaries. Salaries were being paid regularly.

5.10. The Committee enquired whether the recommendations 
(namely that small units need not be run in the public sector) of 
the Working Group of Small Industries appointed by the Govern
ment of India had been given effect to and if so, to what extent. The 
witness stated that the recommendation had been given effect to 
and now only 3 units remained with the Department. According to 
the report, the State Government Schemes had recorded good progress 
during the Second Plan but it might not be necessary to continue 
some of them. Quality marking schemes, industrial cooperatives, in 
service facility centres (without production) and industrial estates 
were to be continued during the Third Plan period. Commercial 
schemes, service-cum-commercial schemes, training-cunv-productiott 
schemes were not to be started afresh. Hie existing ones were to be 
transferred in due course to industrial co<^ratives or private entre
preneurs. Central Social Welfare Board Schemes might be run by 
the Board direct hereafter instead of through the State Govern
ments.

5.11. The Committee have been informed in a written note Appen- 
idx XXXI that the total amount spent on 43 units started in the 
State under the Scheme is Rs. 54 77 lakhs. It has also been stated 
in the note that the PVoduction-cum-Training Centres were not con
templated to run on commercial lines and ‘it is practically difficult 
at this late stage to arrive at the figures relating to investment and 
loss.’ It has further been stated that a Working Group on Small Scale 
Industries in their Report of December, 1959 observed that “the Pro- 
duction-cuTn-Training Centres which the State Governments had 
been running during the Second Plan period had not produced satis
factory results.” Now new Small Scale Industrial Units were started 
dvuing the Third Plan period and there was no proposal to start any 
in the Fourth Pla'n period also.

5.12. It is regrettable that the Scheme on which Rs. 54.77 lakhs 
have been spent has proved a failure. This only indicates that the 
Scheme was undertaken without proper planning and investigation. 
Hie Committee feel that it would have been a wiser course If the 
Scheme had been started as an experimental measure at one or two 
places only and their worldng results watched befote extending the
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*Sdieme to other units. In that case, a lot of infructaous expendi
ture could have been avtrided.

^Small Scale Industries Units—Para 48, page 54, Model Foot Wear 
Unit, Cannanore—Item I, pages 176-177. Particulars of the Unit/ 
Scheme-

5.18. This unit was started as a production-cum-training centre 
in February, 1958; on completion of the training phase it was hand
ed over to a cooperative society of the trainees in April, 1959. But 
in July, 1959 the unit was taken back from the society on the ground 
that the society was not working satisfactorily and that the trans
fer of the unit was premature. In September, 1959 Government re
vised their decision and sanctioned the hading over of the unit back 
to the ex-trainees. Attempts to revive the society, however, failed 
-and the department had to ru*̂  the unit themselves.

5.14. In April, 1962, Govenmient ordered the transfer of this unit 
to the Prisons Department. But the latter declined to take it over 
with the stock of finished goods, raw materials and the working staff 
on the ground that these were liable to cause xmdue burden on 
them. As the Kerala State Small Industries Corporation was also 
not interested in taking over the unit, the transfer of the imit to 
private sector was stated to be under he consideration of the depart- 
metit in January, 1966.

5.15. Expenditure incurred upto the end of March, 1965: Rs. 1*72 
lakhs, recurring and Rs. 0-12 lakh, non-recurring.

5.16. The Regional Joint Director of Industries and Commerce, 
Kozhikode i’nformed Audit in May, 1964 that the unit was working 
at a heavy loss. The losses sustained during 1962-63 and 1963-64 
have been assessed by the department at Rs 15,287 and Rs. 10,679 
respectively.

The losses were attributed mainly to:
(a) the adoption of hand process without properly utilising

the machines already installed;
(b) poor rate of production and inferior quality of products

due to the workmen, mostly ex-trainees of the unit, not
having achieved proper craftsmanship;

(c) low outturn by the daily wage workers;
(d) absence of proper marketing facilities;
(e) luisuitable location of the unit; abd
(f) rules of Government standing in the way of piecemeal

purchase of raw materials to ^ t  changing fashions ana

4n



fixatio'n of sale price of flni^ed goods on the basis of
the workmanship,

5.17. The stocks of raw materials costing Rs. 17,348 and finished 
goods costing Rs. 5,496 as on 31st May, 1965 were stated to include 
many unserviceable and unsaleable items (details of such goods were 
not available with the department). In August, 1964 Government had 
ordered the sale of accumulated finished good costing Rs. 3492 at 25 
^ r  cent below the cost considering their sub-standard quality and 
detriorated condition. Even so. only about 7 per cent of these could 
be disposed of till May, 1965. In December, 1965 Government ordered 
the sale of detrioratsd goods in public auction; action for this was 
stated to be under way in January, 1966.

5.18. The stipend paid to the trainees amounted to Rs. 3,705; this 
could not be recovered as their responsibility to run the ce'ntre as a 
cooperative society cea.'̂ ed when once they formed the society in 
April, 1959.

5.19. The Committee desired to know whether any enquiry had 
been conducted into the losses to ascertain how for they were avoi-' 
dablc and wiistlier any insti-uctions had been issued to ensure that 
other units did not sustain losses on account of similar causes. The 
Special Secretary, Industries Department stated that the question was 
examined. The Technical Officer’s report was called for on these 
specific points. The Technical Officer had stated that unit might 
be handed over to the private party and it was expeditiously 
handed ovci to the private sector. Similar was the case with the 
other remaining units. In reply to a question, the Director of In
dustries aiid Commerce stated that 12 trainees were trained before 
it was converted into a cooperative unit. The Sipecial Secretary, In
dustries Department stated that the original scheme was to train a 
few people to form them as a cooperative society and to hand over 
the unit to them. Sometime after handing over the imit to the coope
rative society. Government ordered that the unit should be brought 
back under the Government, because it was not working satisfacto
rily. After becoming a departmental unit, it began to work more 
satisfactorily. The Director of Industries and Commerce added that 
the Unit was not working properly and was not driving income 
when compared to the enormous amount that was invested. Close 
supervision could be ensured by bringing the unit under Government 
control. In reply to a question, the Special Secretary, Industries 
Department stated that the^ecision to bring the unit imder the con
trol of the Government (<fras that of the Minister after discussion 
with the Department and there was no departmental recommenda
tion. In reply to a further question, the witness stated that after

w



the i|96ue of the order, the unit was again handed back to the coope
rative society on 26-9-1959 (under President’s, rule) and the second 
change took place on the recommendation of the Department. In 
reply to a question, the witness stated that the 12 persons to whom 
the centre was handed over again were the same 12 persons who had 
formed the cooperative society for the first time. The workers had 
refused to take over the vinit when it was ordered to convert the 
unit into a cooperative society for the second time.

5.20 The Comimttee pointed out that according to Audit the unit 
was closed down in March, 1966 and the Government had ordered 
its transfer to a private party and enquired whether the unit had 
been transferred to any private party. The Director of Industries 
and Commerce stated that the unit had been transferred to a private 
party on 12th August, 1966 under normal depreciation terms. The 
depreciation had been calculated only upto the period the machinery 
had worked.

5.21. The Cuinmittee desired to be furnished with a detailed note 
explaining the reasons for change in the status of the unit from 
lime to time also with copies of the notes and orders of the Govern
ment leading to such transfer. The information furnished is at 
Appendix XXXII.

5.22 In reply to a question , the Joint Secretary, Ministry of 
Finance stated that these Schemes were started as training-cum- 
production schemes all over India. The units were very small but 
)arge in number and were located in rural areas. After some years 
it was found that these uni*s were not working properly for a number 
of reasons. The arrangements for recurring expenditure was not 
adequate. The result was that goods produced were not of proper 
quality. The decision was taken to hand over the units to coc^ - 
rative societies not to be run as training-c«m-producti»n centres 
but as commercial units.

5.23. The Committee are unable to appreciate the manner iu which 
running of the Model Footwear Unit, Cannanore has been under
taken. Its management went on changing hands— f̂rom Government 
to Cooperative Society and back to Government; then to the ex- 
traiiiees and again back to Government. In evidence it was stated 
that it had been handed over to a private party on 12th August, 1966. 
In the written note furnished (Appendix XXXII) it has been stated 
that on 16th September, 1966 Government ordered to resume the Unit 
from the Private Company. The reasons advanced in the written 
MOte furnished to the Committee fmr such frequent dianges do not 
aiqiMar to the Committee to be convincing. Moreover, there are con- 
Acting views as to whether the Unit was mnniiig satisfaetorily or



AOt in the middle of 1959. The receipts and losses of the Unit elw 
«how that the Unit had always been running at a loss, foeqnent 
changes in manageinent notwithstanding.

I

5.24. In the opinion of the Committee this whole case indicates 
the careless and negligent manner in which the Department haa 
heoDi dealing with this case.

Tool Room Workshop, Pappanamcode, Trivandrum—Item 4, page 179
5.25. The unit was sanctioned by Government in July, 1961 to meet 

the growing demand for improved tools, jigs, fixtures, etc., front 
small scale industrialists. Expenditure incurred upto the end o< 
March. 1965: Rs. 0.10 lakh, recurring and Rs. 1.65 lakhs, non-recur- 
xlng.

5.26. The imit was scheduled to start fimctioning during 1962-6t 
in one of the buildings in the Industrial Estate at Pappanamcode 
which fell vacant in February, 1962. But the Kerala State Small In
dustries Corporation to whom the EJstate was treinsferred in July,
1962 on an agency basis (c.f. paragraph 33 of the Audit Report. 1964) 
allotted the building to a private party in December. 1962. Govem-> 
ment then had to find alternative acconmiodation by expanding the 
Estate to provide an additional shed at a cost of Rs. 1 lakh. The 
construction of the building was completed in January. 1964; but 
power connection was given in November, 1965 only. Still, the unit 
had not started functioning and this was attributed to non-availabi
lity of the required supply of power due to power cut (December, 
1965).

5.27. Machinery and equipment costing Rs. 1.65 lakhs purchased 
during November. 1962 to March, 1965 are lying imutilised. An 
exp«iditure of Rs. 9,509 has been incurred upto the end of March, 
1965 on the pay and allowances of staff employed from various dates 
from March, 1963.

5.28. Explaining the reasons for the delay in the purchase of 
machinery, the Special Secretary, Industries Department stated that 
the sdieme ibr starting a Tool Room unit at Pappanamcode in 1962-63 
was sanctioned by the Government on 21st July, 1961. Tenders for 
the purchase of machinery were invited and recommendations were 
made to the Government on 28th July, 1962, In the order dated 1st 
September, 1962. Government had sanctlbned the purchase of machi
nery subject to the condition that no financial commitment was made 
until specific administrative sanction covering the whole amoimt for 
the ptirchase was obtained from Government. Orders for the pur- 
chase of the madiinery were placed on 6th September, 1962 on the 
basis of the administrative sanction of the Government given on Slst



July, 1961 in anticipation oi. the approval of the Ciovernment. As 
lliere was rate contract for certain items of machinery, the Stores 
PuT9hase Department was addressed on l&th June, 1962 for details 
and the details were received on 11th July, 1962. Hindustan Machine 
Tools was addressed on 6th August, 1962 for price details and detaH- 
«d specifications. Orders for drilling machine imder rate contract 
had to be placed and the Government had contacted the D.G.S. & D. 
to verify the period of rate contract on 16th December, 1963. On 
22nd February, 1964, the Department was informed that the rate con
tract for lathes was valid upto 14th April, 1964. On 25th March, 1964 
Stores Purchase Department was requested to place orders with the 
D.G.S. & D., but were infiormed that D.G.S. & D. alone could operate 
the rate contract. Indents were placed with D.G.S. & D. in the pres
cribed form on 13th April, 1964 for the radial drilling machine.

5.29. The Committee pointed out that the orders were placed on 
13th April, 1964 and enquired the basis on which the Director of 
Industries and Commerce had allotted the building to a private party. 
The Director of Industries and Commerce stated that there was n« 
record on the file to show that the Director of Industries and Com
merce had allotted the shed after obtaining prior consent. It was seem. 
that the Kerala State Small Industries Corporation had allotted the 
shed to a private party. On being asked as to why a building which 
was constructed for a particular purpose was allotted to a private 
party, the witness stated that the shed which had been given to a 
private party was not constructed for a particular purpose. It was 
proposed to have the unit in a special type shed in Pappanamcode 
Industrial Estate- The Managing Director, Kerala State Small In
dustries Corporation was requested on 15th October, 1962 to allot a 
special type shed for the scheme. The shed which was formerly 
occupied by the private party was proposed to be taken over for this 
purpose. Orders for the purchase of small items of machinery wei« 
placed only in September, 1962. Orders for the purchase of other 
items on rate contract were still to be placed. Since there was • 
private party ready to take over the vacant shed immediately, i»e- 
sumably in order to avoid loss of rent, the shed was allotted to the 
private party.

5.30. The Committee have been furnished, at their instance, with 
a note showing the basis on which the decision was taken to allot 
the building to a private party and construct a new building for the 
requirement of the Government (Appendix XXXIII).

5.31. It appears to the Committee from the notes furnished that 
the request of the Department for this shed made on 9th July, 19C2 
and again on 15th Oetoher, 1962 was overlo<dced by the Kerala State
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Small Industries Corpinration and the shed allotted to the priwle 
party on 1st November, 1962. The reason advanoed for this acUM 
does not appear to the CiHnmittee to be convincinĝ . It is alsq sur
prising that the Government was not kept informed of the dedsiok 
to ailot the building to a private party. The Committee desire that 
the matter should be properly inquired into with a view to fixing res
ponsibility for this lapse.
Loans to the Cochin Mahalakshmi Cotton Mills, Trichur-—Para 85— 

pages 91-92.
5.32. Mention was made in parag îaph 17 t>f the Appropriation 

Accounts, 1957-58 and tho Audit Report, 1959 of certain irregularities 
in the administration of the Cochin Mahalakshmi Cotton Mills, 
Trichur. The Company was wound up in April, 1957; the amount o4 
Government loans and interest then outstanding recovery from the 
Mills was Rs. 4,00,692 (principal: Rs. 3,49.820 and interest: Rs. 60,872). 
The assets of the Company valued at about Rs. 7 lakhs auctioned in 
October. 1960 realised only Rs. 3.5 lakhs. Of this. Government re
ceived Rs. 3.47 lakhs in December. 1961, as decreed by the High Court.  ̂
Although Government ordered (September. 1964) the recovery of the 
balance dues (including interest accrued on the dues subsequent to 
the winding up) under the Revenue Recovery Act from the famify 
properties of the former Managing Director, which had been furnish
ed as additional security for the loans, no amount could be recovered 
so far (Februar\% 1966). as further proceedings under the Revenue 
Recovery Act had been stayed by the High Court.

5.33. During August, 1957 to November, 1960 the Mills had been 
run by Ck>vernment to avoid a breakdown in this running of the 
Mills and the possibility of the labourers being thrown out of em
ployment. In order to discharge the liabilities accrued during this 
period, (Government advanced another loan of Rs. 3.30 lakhs in Nov
ember, 1960 without stipulaUng any terms and conditions regarding 
repayment, rate of interest, etc. Government informed Audit in 
December, 1965 that as seen from the provisional balance sheet o9 the 
Mills as on 30th June. 1965 there was no possibility of recovering the 
loan but the quest-’on was )̂eing examined.

5.34. The loss incurred by the Mills, when run by Government, 
according to the provisional balance sheet amounted to Rs. 3.47 lakhs, 
■niis included bonus advances aggregating Rs. 15,650 paid to workers 
in August, 1958 and ordered by Government in May, 1961 to be 
written off (these could not be adjusted as no bonus was declared). 
An amount of R.s. 13,584 out of Rs. 15,650 was initially recovered from 
the retrendunent compensation paid to the workers during January— 
March, 1961 but was subsequently refunded to them in May, 1981 on



the ground that recovery of the advances from the compensation was 
hard.'

5.35. Explaining the present position in regard to this case, the 
Special Secretary, Industries Department stated that the Govern
ment had granted a loan for the company and the second loan was 
granted to discharge the liabilities that had accrued during the man
agement of the miiis by the Government from 1957. On being 
pointed out that if the Mills was run on profit or loss, the liability 
would be* that of the Company and not of the Government, the wit
ness stated that it was one of the conditions of taking over, but at 
the timo oi auction, debts that were accrued while the company was 
with the Government had to be cleared because the court had order
ed that the company should be handed over free of encumbrances to 
the auction purchaser. Government was bound to discharge the 
liabilities of the institution. In reply to a question, the witness stat
ed that ‘.he loan of Rs. 3.30 lakhs was granted to safeguard the inter
ests of the Government and to see that the labour was not thrown
• lUt.

5.36. In reply to a question, the witness stated that the mill had 
only 4,000 spindles and 400 persons were working in the mill. The 
mill was not working on profit. The value of the entire mill at that 
t.ime wa.«; R.s. 7 lakhs which included the value of plant and machi
nery- etc.

5.37. The Committee desired to know whether the loan was ad
vanced by the Government or the Financial Corporation. The wit
ness stated that the loan was advanced by the Government. At that 
Time there wa.s no Industrial Development Corporation. Now the 
Government did not entertain any application for loans except in the 
case of some companies in the public sector. Normally Kerala State 
Industrial Development Corporation, Kerala State Small Industries 
Corporation and the Keralp Financial Corporation dealt with such 
applications for loaiis.

.>.38. Tlie Committee are unhappy to note that the Government 
did not take into account the assets and liabilities of the Mahalakshmi 
Cotton Mills before taking it over and running' it departmentally. 
They should have normally consulted some experts before taking 
such a responsibility. The Government had no plans to run the mill 
for a long time a.s otherwise they would not have handed it over to 
a third party to rnn the mill on contractual basia There does not 
appMor to be any justification in the plea that the Government rush
ed in to save the labour from unemployment as after the faihu« «f 
the third party, the mill had to be closed down.
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5 ^ . Hie only outcome of this tnmsaction was that wben the 
-OMnpany was wouiid up» the amount of Govenunent loans and inter
est outstanding was Bs. 4,00,682. Government received Bs. 3.47 lakhs 
after the assets of the cmnpany were auctiimed. The balance ankount 
has not been recovered so far. In addition to this* the Government 
had to advance another loan to discharge the liabilities of the com
pany that had accrued during the management of the mill by CU>v- 
enunent from 1957.

5.40. The Committee, therefore, feel that the Government should 
not normally enter into such transactions without full consideration 
of all the aspects involved including financial implications, in future.

B leachikg  and C alendering F actory , P appanam cod e  

Loss in the toorking of the plant—Para 116, pages 125-126.
5.41. The factory was commissioned in May, 1962 and the* scheme 

envisaged processing ol̂  1,588 Kgs. (10,000 to 12,000 metres) of cloth 
per day and making a net profits of Rs. 54145 per annum. Processing 
charges were, however, invoiced on a no profit no loss basis, cost 
being worked out on the basis of the maximum capacity of the-' 
Plant; these rates were approved by Government in October. 196’J 
for a period of one year till the actual working results were known. 
There was no regular work in the factory due to insufficient quantit>‘ 
of cloth received for processing (the boiler was worked only for 161 
days diuing the period ftt>m May, 1962 to March. 1965) and on this 
account the actual working results could not be known. In March. 
1965 Government ordered that processing charges should be fixed 
from time to time based on the actual cost, subject to re\new after 

.a period of one year.

5.42. The expenditure incurred for processing 7,71.133 metres of 
doth during the period from May, 1962 to March, 1965 was Rs. 1,60,566 
(excluding Interest on capital, depreciation, etc.), while the receipts 
invoiced on the basis of Government orders of October, 1962 came 
to Rs. 36,956 only. This resulted in a net under recovery of 
Bs. 1,23,610. Government stated (November, 1965) that as cloth 
from the societies was not received in the factory for processing ac
cording to expectation, the practice followed in the factory was that 
the several pieces of cloth received for processing were hoarded up 
for a reasonable period and processing taken up al intervals even if 
the cloth received was not sufficient for carrying out the work in one 
shift continuously lest the reputation of the factory be lost. It was 
further stated that the unit could be worked profitably only if it was 
fed with 10,000 metres of cloth for 8 hours and that the departmoit
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w
was exploring the possibilities of convertiiig the unit into a produc- 
tion-cum-servicing centre.

5.43. The Committee desired to know as to why the processing 
charges fixed tentatively for a period oS one year in October, 1962 
were not revised immediately after the expiry of one year period 
and also as to how the recoveries made compared with the expendi
ture incurred during the period April, 1965 to March, 1966. The Dir
ector of Industries and Commerce stated that the Department had 
proceeded on a ver>’ wrong assumption on the availability of cloth. 
The assumption was that 10,000 metres of cloth per day would be 
processed. From actual working it was found that the cloth process
ed during 1964 was only 2,23,000 metres. At first it was found that 
this quantity of material would not be available without a warping 
and sizing unit. There was competition from private establishments 
outside the State where-they supplied size, warps and also got their 
cloth calendered at a slightly lower price and sometimes took their 
material back to their premises. These arrangements were not avail
able in this unit. The working results of 1962-63 had showm that 
only 1,73,000 metres were available. After the first year’s working 
it was realised that it was not possible to reach the expected target. 
On 6th July, 1964. the Government had ordered that Additional Dir
ector of Industries and Commerce and the Assistant Director might 
go to Tamilnad and study the working of the bleaching and calender
ing plant. They had reported in November, 1964 that the working of 
the plant could be improved if there was a sizing and warping plant. 
On the basis of that report funds for the setting up oi: a warping and 
sizing plant was sanctioned in 1965. The machinery had arrived and 
it was under erection and the scheme was of Rs. 5 lakhs.

5.44. The Committee are unhappy to find that the Government 
instead of rcviewinj; the position after the expiry of one year when 
there was no regular work in the factory, carried on the bleaching 
and calenderinfT work at intervals after several pieces of cloth were 
hoarded up on wrong »is.‘iu’nnficn of .ivnilnbility of cloth disregarding 
the competition they had to face in the market. As a result the Gov
ernment had to incur some loss which could have been avoided.

.1.45. The committee hope that the warping and sizing plant would 
be set up without undue delay and the working of the factory placed 
on sound commercial footing.
Payments made to a firm of lawyers—Item 6, page 171—Appendix 

VJII
5.46. Government engaged a firm of lawyers and notaries from 

lOth March. 1963 in connection with a dispute between an industrial* 
ist in Bombay on the one side and the Government and a foreign flrm



on the other, regarding the establishment of a Transformer Factory 
*t Ankamaly. On the consideration that there would be frequent 
occasions for engaging specialists in commercial law in connection 
with the affairs relating to the industrial projects in which Govern
ment are interested, Government appointed the firm in September, 
1964 as their retainers on Company law cases for a period of two 
years from 10th March. 1963 on a monthly remuneration oS Rs. 50# 
besides travelling allowance and regular fee for conduct of court 
cases. It was, however, noticed that the only case referred to the 
retainers during a period of 2 years was the one on which they were 
first engaged.

5.47. The Committee desired ô know the consideration on which 
it was decided to appoint the firm as retainers giving retrospective 
effect to the arrangement. The Special Secretary, Industries De
partment stated that this firm of lawyers was appointed for a special 
purpose. Their services were obtained earlier also. There was a 
delay in issuing the Government order and that was why retrospec
tive effect was given to the arrangement. On being asked about the 
reasons for the delay in issuing the order, the witness stated that' 
there was some routine delay. Some delay had occurred because o f 
consultations with this firm and other firms of lawyers and retainers 
On being asked whether there was any other litigation pending oi' 
anticipated at Bombay apart from the one mentioned in the Audit 
Report, the witness stated that there were other collaboration agree
ments with foreign companies. There was no dispute but the possi
bility was there. In reply to a question the witness stated that it 
was common to give retainer fee to this firm and they were the re
tainers for more than 20 to 22 companies. In that connection, the 
Committee desired to be furnished with a note indicating whether it 
was a firm of Solicitors or lawyers that was retained and how the 
retention fee was reckoned. This note has been furnished and is j t  
Appendix XXXIV.

5.48. The Committee find ft-om the note that the above arrange
ment with the firm of lawyers was to continue till 10th March, 1965, 
and the position was to be reviewed In February, 1965. As the ewe 
referred to in the Audit para had been settled and as there was ne 
other case to be referred to them, the aKX>intment was not extended 
beyond the original period.

5.40. The Committee feel that the firm of lawyers Mrho were ea*- 
caged by Govermnent for a particular worii were kept on unaecee* 
•arily eogaged without any ivpanot work and the Government took 
a loaf period of 1̂  years to llx tiMir remuneration. The Goveni* 
meat had thas to pay certain fees to these lawyers even though no
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tfofk was entrnsted to them. The Onmnittee desire that Ck»veni- 
it should determine the quantum of work for which the lawyers 

ly faavtf to he engaged and if considered necessary engage them' 
for specific purposes and for specific period only> instead of entering 
into long period contracts with them. Government should issue spe
cific instructions to this effect to all the Departments for future 
guidance.

Kerala Khadi and Village Industries Board—Para 123, pages 143-144.
5.50. Kerala Khadi and Village Industries Board was set up in 

August, 1957 under Section 4 of the Kerala Khadi and Village Indus
tries Board Act, 1957. It receives financial assistance from the State 
Government and the All India Village Industries Commission. The 
amount of* loans and grants received by the Board upto March. 1965 
was Rs. 3,36.07 lakhs as shown below;—

Loans Grants Total 
(In lakhs of rupees)

From the State Government 2.96 33.15 36.11
From the All India Village

Industries Commissioiii 1,95.52 1,04.44 2,99.96
5.51. The Board is required to furnish certificates of utilisation of 

assistance to the Accountant General in regard to loans and grants 
veceived from the State Gov'emment and to the All India Village 
Industries Commission for the assistance given by that body. A* 
in February, 1966 utilisation certificates were awaited from the Board 
ki respect of loans and grants amounting to Rs. 1.16.18 lakhs, as in
dicated below:—

87

Yetf of payment Assistance received from Assistance received frtffli 
the State Goveriunent the All India Village In

dustries Commission

(In lakhs of rupees'̂

1957-61
1961-62
1962-63
1963-64

T otal

Loans Grants Loaao Grants

0-57 1-53 12,69 638
0-22 031 20-00 7*7*c 12-89 9*88
0-53 » 023 28-55 14-69

1-32 2-07 74-13 38-66

5.52. The Committee referred to their reccmunendation 00a- 
tained in para 6115 of their 47th Report (Third Lok Sabha—1965- 
m  and desired to know the steps taken to place the Audit Report



of the Khadi and Village Industries Board on the Table of th*- 
LegislatuTe. The Secretary, Industries Department informied 
CTommittee that the Khadi Board Act did not make it obligatory 
to place the Audit Report on the Table of the Legislature. Tb» 
Act had to be amended and the Government was considering the 
question of ameding the Act. A model Act was sent by the Khadi 
aikd Villaige Industries Commission. Discussions were held witli 
the Khadi and Village Industries Board and Law and I^nanc* 
Departments. Now the bill was ready and the draft would be 
sent to thei Government of India for teing placed before the Paî > 
liament. In reply to a question, the witness stated that there was 
no law which prohibits the placing of the Audit Report on the 
Table of the Legislatiire. 'Hie Khadi and Village Industries Board 
would be instructed to furnish the Report even before the Act wa» 
amended. In reply to a further question, the witness stated that 
the Accounts upto 1964-65 had been audited and the Accounts lor 
1965-66 were under scrutiny.

5.53. Explaining the position in regard to the furnishing of tho 
mtilisation certificates, the witness stated that special arrangements 
had been made to reduce the outstanding utilisation certificates. 
Hie present p>osition was that the amount had been brou^t down 
to Rs. 62,000 out of Rs. 1.32 lakhs of loan and Rs. 1.5 lakhs out of 
Rs. 2.07 lakhs of grants. In the case of loans from Khadi and 
Village Industries Commission the amount had been brought down 
from Rs. 74.13 lakhs to Rs. 55.31 lakhs and grants from Rs. 38.66 lakhe 
to Rs. 27.94 lakhs.

5.54. Hie Onnmittee feel that there was no jnstifieatkm tai 
Majring the placing the Audit Beports on tiie accennts of Am 
Khadi and Village Industries B«»ard mi the Table of the Legislature 
tyi tile amendment of the Act. The Committee would like te 
fcfer to their recommendation contained in para 6.115 of theia 
47th Report (3rd Lok Sabha) and desired that this matter ahouU 
not be delayed further

5.55. The Committee would aLso like to know the progress made 
after 30th September, 1966 which b  the target date given for r»- 
revery of all the loans etc.. as stated in evidence.

Non-utilisation or mis-utilisation of assistance given by the Board-

5.56. As part of its activities, the Board gives loans and grant* 
»o co-operative societies and other institutions for the develop
ment of Khadi and Village Industries.

(a) 405 institutions which received from the Board loans antt 
grants aggre^ting Rs. 15.63 lakhs are now defunct.



(b) 11 institutions which received financial assistance amount
ing to Rs. 4-85 lakhs during the period April, 1959 to September, 
1964 have not utilised Rs. 1*97 lakhs so far (February, 1966); ac
cording to the terms governing the assistance, the amounts should 
have been utilised within one year of their disbursement.

(c) 7 institutions utilised Rs. 0.25 lakh on unauthorised purposes, 
out of loans and grants aggregating Rs. 1.34 lakhs received during 
the period January, 1959 to Decemb^, 1964.

5.57. The Committee pointed out that the Government had in
formed Audit in June, 1966, that loans and grants amounting to 
Rs. 10.78 lakhs were outstanding against 279 societies and desired 
to know the present position. Explaining the present position, the 
Secretary. Industries Department stated that a total of Rs. 7,20.917.25 
under loan and Rs. 1,39,969.87 under grant were outstanding against 
229 defunct institutions. In the case of 17 institutions the full re
covery of Rs. 57,585 had been effected. The prospects of reviving 
some of these Societies had been looked into. In the case of 79 
institutions it had been found that the prospect of reviving were 
bleak, so steps had been taken imder the Revenue Recovery Act.

5.58 On being asked about the steps taken to prevent the loan 
or assistance being given to doubtful societies, the witness stated 
that there were inspectors to see that the Societies were being or
ganised on proper lines. Task was fixed for each inspector in the 
matter of checking and obtaining the utilisation certificates. In re
gard to the recovery of grants and loans from the defunct Societies 
the witness stated that the loans and grants had been given under 
certain rules and had to be recovered under the rules if it is not 
properly utilised. On being asked about the chances of recovery, 
the witness stated that there mipht be assets in the case of 
Societies, but in several cases it might not be possible to recover the 
amount.

5.59. Explaining the position in regard to the non-utilisation 
of Rs. 1.97 lakhs by the 11 institutions, the witness stated that a sum 
of Rs. 85,550 had been recovered out of a total of Rs. 1.97 lakhs. Action 
had also been taken by the Khadi and Village Industries Board to 
recover a further sum of Rs. 51.422 from five institutions. The other 
institutitions were utilising ■' the amount. It was reported that any 
recovery would adversely aflfect the workinR of these institutions- 
Revenue Recovery proce^ings had not yet been initiated against 
the institutions.
34B1 faU) LS—5
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5.60. The Committee feel perturbed that a total of Rs. 7,20^17.25 
under: loan and Rs. 1,39,969.07 under grant was outstanding against 
220 defunct institutions. They also regret to note that in the case 
of 79 institutions it has been found that the prospects of their revival 
were bleak. The conclusion is therefore, inescapable that loans and 
grants have been given to many societies without ensuring their 
capability of utilising thesie sums properly and fully. Assistance to 
such institutions, results not only in non-utilisation but also in mis* 
utlisation of funds.

5.61. The Committee suggest that Government should devise 
stuitable means to prevent such a situation arising in future.

(ii) Payees acknowledgements not furnished to Audit-
5.62. Payee’s receipts for sums disbursed as loans and grants and 

other payments were not produced for audit in 1,063 cases for 
amounts totalling Rs. 54.49 lakhs as indicated below: —

(in lakh o f rupees)
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Year of payment No. of Cases Amount
1961-62 and 1962-63 216 1594
1963-64 352 19.10
1964-65 493 19-45

5.63. Explaining the present position in regard to the payee’s 
acknowledgements, the Secretary, Industries Department stated 
that out of 1063 receipts only 730 receipt were now pending for 
collection involving an amount of Rs. 23.64 lakhs. The witness ad
ded that energetic steps had been taken and good progress had 
been made.

5.64. The Committee referred to their recommendation contained 
in para 6.148 of their 47th Report (Third Lok Sabha—1965-66) and 
desired! to know the steps taken in that regard. The Administrative 
Officer, Khadi and Village Industries Board stated that the pay
ments were made after getting advance stamped receipts. Receipts 
were obtained even for acknowledgement of cheques by institutions 
and other parties. As payments were supported by stamped receipts 
from the parties, the procedure accepted by the Board was to keep 
the acknowledgements in the concerned correspondence file instead 
of keeping as a separate vouchers.

5.65. The Committee are not sati.sfied with the progress made in 
obtaining the Payee’s acknowledgements which stood at .1063 and



were reduced to 730. In this connection the C<nnmittee would refer 
to their earlier recommendation contained in Para 6.148 of their 47th 
Report (Third Liok Sabha) and desire that effective steps should be 
taken in reduce the outstandings as early as possible.

(iii) Loss of Stores

5.66. Goods costing about Rs. 30,000 a ê remaining unsold in the 
Khadi Gramodyog Bhavans from 1960 onwards (October, 1965). 
Khadi goods costing Rs. 39,511 were reported to be missing from 
eight of the Bhavans.

5.67. The stock of Khadi goods as on the 31st March, 1965 in the 
Payyannur Khadi centre included damaged clothes and yam cost
ing Rs. 62,121. Of these, goods costing Rs. 41,601 are lying undis
posed of since 1960.

5.68. Explaining the position in regard to the missing Khadi 
goods worth Rs. 39,511, the Secretary Industries Department stated 
that the cases in respect of missing goods related to only 4 
Bhavans. One case related to Trivandrum Khadi Gramodyog 
Bhavan where goods worth Rs. 1723 was burgled on 14.5.1964. The 
case was referred to the Police and since the case did not yield 
any result, the amount had to be written off. The other case related 
to Khadi Gramodyog Bhawan, Quilon. where there was a shortage 
of goods worth Rs. 33,849. The respansibility was fixed on the 
Manager of the Bhavan and he was suspended on 20-8-1966. In rep
ly to a question, the witness stated that the shortage was discovered 
on 6-8-1963 during internal audit. On being asked whether the 
goods were actually received by the Store and thereafter it was 
stolen, the Administrative Officer, Khadi and Village Indiistries 
Board stated tha* the poods were received bv the Depot and then 
it was stolen. The total worth of stocks, on the day goods were 
stolen was approximately Rs. 5 lakhs. On being asked about the 
checks and controls on the Bhavan. the witness stated that now 
there was a system by which frauds could be detected. The 
Bhavan had to send daily and weekly reports. The Village officers 
of the concerned area had to inspect the depot at least once in a 
month.

5.69. The Committee desired to know the reasons for the delay 
in the disposal of damaged goods Iving in stock in the Payyannur 
Khadi Centre. The Secretary, Industries Department stated that 
nothing tangible had been don» in respect of di.sposal of damaged

14.780 hanks of damaged vfiiTi was disposed of by weaving 
D.T. and jamkalams. It had been proposed to send somebodv to
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Thiruppur to see as to how the damaged goods could be used by 
dying, cuting and making garments for sale.

«'

5.70. The Committee desired to be furnished with a note showing 
as to what was the position about the theft case. Where was the 
suspended person employee at present and what was he doing. The 
information received is at Appendix XXXV.

5.71. The Committee feel tiiâ  no timely action was taken by the 
Department against those who were found guilty of theft. The 
shortage of goods of Quilon Bhavan was detected in 1963 and action 
for suspension was taken oiUy in 1966. No proper investigation 
seems to have been carried out nor any prompt action taken against 
those found guilty whenever such shortages were detected.

5.72. The Committee desire that the Khadi Board should loirik 
into the matter more carefully and devise ways and means tol |put, 
a dtop to sudi theft.

5.73. As regards disposal of accumulated stocks of old . Khadî  
cloth at Payyannur, the Committee desire thait early steps shouldj 
be taken for its disposal either by .reduction sale, or by converting 
h into readymade garments.
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PUBUC WORKS DEPARTMENT 
Kuttanad Development Scheme, para 20, page 30

6.1. The Kuttanad Development Scheme envisages the following 
works: —

(i) cutting open a spillway at Thottappally for flood dis
charge by the shortest route to the sea; and

(ii) construction of a salt water barrier across the Vembanad 
lake at Thaanneermukkom to prevent tidal inflow of 
salt water into Kuttanad.

6.2. The spillway at Thottappally was completed in December, 
1&54 at a cost of Rs. 57.93 lakhs. Government ordered in December,
1957 the assessment and collection tff cess (as provided in the 
Travancore-Cochin Irrigation Act. 1956) from 1957-58 onwards in 
respect of areas '‘manifestly benefited” by the spillway. No action 
has, however, been taken by the Department to assers and realise 
the cess (October, 1965).

6.3. The salt water barrier envisaged in the scheme, originally 
scheduled to be completed in 1958, is now expected to be completed 
by the end of 1968. The delay in completion is stated to be due to:

(i) changes in design on the advice of the Central Water 
and Power Commission and consequent starting of work 
in February, 1958 only; and

(ii) foundation difficulties.
Some particulars regarding the cost, etc., of the salt water

barrier are given below:
(i) Cost of construction Rupees in lakhs

Original estimate (T954) 43.58
Revised estimate (19 7̂) 1,50.00
Aaual expenditure (tqno March, 1965) i>i6.99
— -----Work in progress

6.4. The increase in the estimated cost is stated to be due to 
changes in design of the scheme.

Anticipated revenue
Original estimate No cess
Revised estimate Rs. 7*26 lakhs—cess

VI
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Besides cess, betterment levy of Rs. 1.21 lakhs is also anticipatecL 
after the completion of the scheme.

6.5. Explaining the case, the Secretary, Pulic Works Deptt. 
informed the Committee that the Kuttanad Development Scheme 
consisted of a spillway at Thottappally for flood discharge by the 
shortest route to the sea and construction of salt water barrier 
across the Vembaimad Lake at Thaimeermukkom to prevent tidal 
inflow of salt water into Kuttanad. The spillway at Thottappally 
was completed in December, 1954 at a cost of Rs. 57.93 lakhs. The 
Gk>vernment had ordered in 1957 that the cess should be collected 
on lands which were manifestly benefited. In 1965, the District 
Collector and the Chief Engineer had reported that they were unable 
to demarcate the lands which were manifestly benefited in respect 
of flood relief. The amount of flood that was coming in was not of 
a very large order. It was not, therefore, possible to demarcate 
quite clearly the areas which were manifestly benefited. In reply 
to the question, the witness stated that the instruction for the collec
tion of the cess was issued in 1957 but no follow-up action was taken.  ̂
On being asked as to why it was stated in the order that the cess 
should be collected from the areas ‘manifestly benefited’ the witness 
stated that there was no record to indicate as to why it was done 
so. The witness added that according to the original project report, 
it was expected that 20,000 acres would be benefited with the 
completion of both the works. The report did not specify separately 
the areas which would be benefited. In reply to a question, the 
witness stated that in the Travancore-Cochin Irrigation Act, 1956, 
the irrigation work also included flood control work. Il was found 
recently that the Travancore-Cochin Irrigation Act required revi
sion and a imifled Kerala Irrigation Act should be enacted exclud
ing the flood control. Since flood control measures were different 
from irrigation works, steps had been taken to differentiate both. 
In reply to a question, the witness stated that when the orders were 
passed in December, 1957. Government intended to collect the cess 
from areas where flood prevention measures were undertaken. 
Since the areas could not be demarcated, it was not possible to 
collect the cess. The witness further added that according to the 
Irrigation Act, there were different kinds of flood control works. 
Any work which afforded some protection from floods could be 
taken as flood control work.

6.6. I‘n reply to a further question, the witness stated that two 
kinds of taxies were leviable. One was the water cess or irrigation 
cess because the flood control work was also done for irrigation pur
poses. The irrigated areas could be demarcated. The second was
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65, j
betterment levy which could be collected under Travancore-Cochin 
Irrigation Act. There was difiicvQty i'n finding out the exdct improve
ment that was caused by the irrigation works or to define a method 
by which it could be assessed in a minor irrigation area which woiild 
stand the scrutiny of the courts also. The Department had not come 
to any conclusion so far which would have to await suitable legisla
tive? measures.

6.7. The Committee are unhappy to find tliat the entire sch^(> of 
collection of cess was formulated without much of forethought and 
the Department did not show any genuine interest at any stage to 
work It out in a bu»ness ilike manner. The various lapses >>711x11 
were committed and were allowed to be continued to the detriment 
of the Government’s interest were:

(i) even though the spillway was completed in December, 1954
the Department took a decision to collect cess only in 
1957—three years later, for which there are no valid 
reasons;

(ii) the Department having issued the order in 1957 took no 
steps to implement it and it was only in 1965 that the 
Deptt. could realise that the order was defective in as 
much as it did not specify the area from which the cess 
had to be collected;

(iii) the original project report envisaged that 20,000 aci^ 
only would be benefited by the scheme. Under orders of 
Government, assessment and collection of cess from 1957- 
58 onwards was to be in respect of areas ‘'manifestly 
benefited” by the spillway. At no time subsequently the 
Department thought it proper to demarcate the area 
‘^manifestly benefited’' for the purpose of levying cess mtr 
did the original report specify it. That the words “mani
festly benefited" were incorporated in the order without 
any justifiable reasons reveals the careless manner fat 
whidi the order was formulated; and

(iv) no efforts appear to have been taken by the Department 
to find out whether the order was legally enforceable, it 
was discovered only recently, that the relevant Act would 
have to be amended for Implementation of the order.

Because of these lapses, the Committee find that Government had 
lost revenue for years together which could have been averted if 
the Department were vigilant from the very beginning. They? hope 
that (government would take suitable steps fo sreamline the pro
cedure to avoid such lî tses, and also ad<q»t necessary lei^lathre 
meaiures without undue delay.



6.8. Explaining the reasons for the delay in the construction of 
the salt water barrier of Thanneermukkom, the C3uef Engineer 
(G&I) informed the Conunittee that the Thanneermukkom Barrage 
was the second part of the Kuttanand Development Scheme. The 
first part was the Thettappally spiUway. The original design was 
to put up a bimd. The foundation was to be provided with piles 25’ 
deep which was later on found to be insufficient. Further investi
gations and consultations became n^essary. The work was delayed 
because it was connected with the Cochin Harbour work. The re
presentative of the Central Water and Power Commission had visi
ted the place and a Committee was formed with the representa- 
ves of the Central Water and Power Commission (Poona Research 
Station) and Government of Kerela. It was decided to provide 
piles of 80' or 90'. Since the necessary equipments to drive such 
piles were not available only one third portion of the water at a 
time could be blocked. One third portion of the Western part had 
been completed and the second portion had been started. Though 
the work was not complete, the benefits of the scheme could be 
derived even now. One third of the work had been completed in̂  
all respects. In reply to a question, the witness stated that the 
work would be completed in 1971 and the revised estimate came to 
Rs. 300 lakhs. The Secretary, Public Works Department stated 
that the original estimate was only for the bund which was ob
jected to and not taken up.

6.9. (ii) The Committee pointed out that according to Audit para 
a revenue of Rs. 7‘ 26 lakhs by way of cess and a betterment levy 
of Rs. 1'21 lakhs was anticipated after the completion of the scheme 
and enquired whether in view of further increase in cost, the an
ticipated figures had since been revised. The Secretary, Public 
Works Department stat^ that these figures had not been revised, 
but the rates of irrigation cess would undergo some revision. The 
Secretary, Public Works Department stated that they had been 
assured by the Chief Engineer that the barrier would be completed 
within the revised anticipated cost and it would efifectively serve 
the purpose for which it was intended.

6.M. The Conuiiittee find that two thirds of the work stUl remain 
to be cenirieled. The Committee feel ctmcenied to note that the 
oti^Dal estimate of the salt watw barrier was Rs. 43.58 lakhs in 1954 
it wm xwfaed to Ba. 150 in 1958 and that it has now further 
been revised to Rs. 306 lakhs. The Committee sugfest that an 
cnqaity into tiie causea for this increase riiould be held. They bopo 
that tibo D^artment would ensure that the execution of the renain* 
ing portioB of the pto|ec« is not unduly delayed because of bad
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planning or lack of coordination. They further hope that the Depart> 
ment would assess the effects of devaluation and try to ke^ the 
estimates within reasonable limits.

6.11. (iii) Under the conditions of an agreement entered in Feb
ruary, 1958 for putting up a ring bimd in connection with the cons
truction of the regulator, the contractor was responsible for the 
maintenance of the bund and to repair the breaches caused during 
construction. However, on his representation made in September,
1958 that he might be compensated for a substantial portion of the 
bund which was washed off by wave action, the department paid an 
amount of Rs. 8,333 in November, 1961.

6.12. The same contractor was paid in November, 1961 and Feb
ruary, 1962 a total amount of Rs. 14,723 towards seigniorage of a 
particular kind of clay as well as for rectification of certain dama
ges; the payment was not admissible, as xmder the conditions of 
the agreement the rate was inclusive of seigniorage and the bund 
had to be maintained by the contractor till the work on the barrier 
was completed.

6.13. (iv) The ring bund referred to in (iii) above was to be 
formed for an average height of 15 feet and the agreed rate was 
Rs. 37* 75 per rft. The bund formed to a length of 3,975 feet between 
March, 1958 and October, 1958 was measured and paid for during 
March, 1958 to November, 1958 at the agreed rate. On 31st January, 
1959, however, the measurements already recorded were revised 
as 450 feet with 15 feet height and 3,745 feet with 20 feet 
average height; the payment for the entire length of 4,195 feet was 
calculated at Rs, 54-84 per rft., taking the entire length as 20 feet 
average height and a further amoimt of Rs. 72,000 was paid to the 
contractor in November, 1961. The payment at Rs. 54-84 per rft. 
was stated to have been made on the basis of an unauthenticated 
supplementary agreement; it was stated that the supplementary 
agreement could not be authenticated due to the sudden demise of 
the Executive Engineer. All the payments connected with the ring 
bund work are under Police investigation since May, 1963. The re
sults of the investigation are awaited (January, 1966).

6.14. The Committee desired to know whether the police investi
gation had been completed in regard to all the payments connected 
with the ring bund work. The Secretary, Public Works Deptt. 
stated that the correct position was not given to Audit because the 
papers were not with the Deptt. He added that these three speci
fic tranaactions had not been gone into by the pouce. The police

97



were investigating certain allegations in regard to some other work 
connected with the ring bund and certain allegations against cer
tain officers. The police had taken the file in 1968. The investiga
tions on allegations had been completed and a report had been sub
mitted by the police to the Home Department. The file had been 
received back and it was now found that these three transactions 
were not the subject matter for investigation by the police. In 
reply to a question, the witness stated that the police had taken the 
records before the audit para was received. The witness admitted 
that the contents of the audit para could have been verified and the 
discrepancy could have been pointed out to Audit. The witness 
added, however, that the payment of the amount was correct but 
whether it was an irregular payment or not was a matter to be veri
fied. The payment that was made in the first instance was a pay
ment outside the agreement but whether it was a culpable mistake 
was a thing which had got to be verified and found out.

6.15. The Committee desired to be furnished with a note on these 
sub-paras duly vetted by Audit.

6.16. The notes furnished by the Department are at Appendix 
XXXVI.

6.17. With rê rard to the payment made to the contractor for 
‘‘maintenance work of the bund”, the Committee understand from 
Audit that even though the agreement refers to the responsibility 
of the contractor for such a work during the period when the barrier 
work is being done, the term “maintenance work” is not defined in 
the agreement itself. Their decision that the ‘‘maintenance work" 
for which extra payment has been made to the contractor would 
not be the responsibility of the contractor, falling under the provi
sions of this particular condition in the agreement, has been taken 
by the Chief Engineer without referring the case to the Government 
and without taking any legal opinion in the matter. They further 
find from the note that the bund was washed away not du® to any 
unsound workmanship but because there was departmental delay 
in arranging for protective dredging work. The Department have 
furdier held “since the re-formation (of the washed clay) cannot be 
treated as mere maintenance, sanctioning of this rate appears to be 
in order.”

6.18. The Committee feel that the Departments should ensure that 
the agreements entered into with the contractors are spMiflc in all 
respects and there is no vagueness on aijty point. The terms of the 
agreement should be drawn in consultation with the Chief Engineer 
and the Leiral Deptt. so that practical difAculties that might arise



out of the execution of the achemes, are taken note of and at the 
same time the document is made foolproof.

6.19. As regards the payment made to the contractor on account 
of the use of Vetchoor Clay, the Committee find from the note that 
in spite of the fact that the agreement specified the use of Kayal 
clay, it was the contractor who claimed that the Kayal clay would 
not withstand the waves. The Committee are also amazed to find 
that even thou^ the Executive Engineer referred to the use of 
Vetchoor clay as “the contractor’s idea” and though the contractor 
used the “Vetchoor Clay” on his own without any order being issued 
by the Department, yet the Department ratified the action of the 
contractor resulting in the extra payment of Rs. 14,723.

6.20. The Committee fail to understand why the Department did 
not make a provision of the use of Vetchoor clay in the Agreement 
if they were really convinced, as they appear to be now, that it was 
the right type of clay which should be used for the stability of the 
work.

It passes the comprehension of the Committee:
(i) how the contractor could possibly deviate from the terms 

of the agreement “of his own”;
(ii) why the Department failed to restrain the contractor;
(iii) why the agreement was not modified during the execution 

of the work if the Deptt. were genuinely of the opinion 
that the type of clay suggested by the contractor was of 
the right type; and

(iv) why the Chief Engineer failed either to select the ri^t 
type of clay and to make a suitable provision in the agree
ment or to get it amended suitably later on.

6.21. The Committee are of the view that the matter requires 
proper investigation with the object of fixing responsibility for the 
various lapses.

6.22. The Committee also regret the lapse of the Department in 
not communicating the verified and correct position with regard to 
the Audit para to Audit, which, according to the evidence given, 
could have been done.

6.23. (v) Part payments amounting to Rs. 9,682 were made in 
March, 1959 and June, 1959 to two firms towards the supply of 2 
vibrators and 2 mixers. As these items of machinery were found 
to be defective, they have not been put to use; the suppliers have 
not rectified the defects (February, 1968).



6JJ4, The Committee desired to be furnished with notes on the 
following points:

1. remedial measures taken for rectification of defects at the
risk of the firm;

2. what action had been taken against the officers concerned.
The note has been furnished and is at Appendix XXXVIl.
6^ .  From the note the Committee find that both the mixers were 

foimd in a damaged condition when supplied and in one case 80 per 
cent payment was made at the time of delivery of the equipment 
(20 per cent payment has been held up) while in the other case no 
payment was made to the firm-

6.26. They regret to find that even though 8 years have passed the 
mixers could not be put to any use and they are stUI lying idle 
without the repairs being made.

In the case of the two vibrators also the C«munittee find that even 
though defects were noticed, 90 per cent payment was made to the 
firm under the orders of the Executive Engineer as recommended by 
the Assistant Engineer. The circumstances in which such a recom*. 
mendation was made by the Assistant Engineer should be inquired 
into.

6.27. Another aspect of this case which causes concern is that 
inspite of the fact that the Department asked the firm, immediately 
on rec^t ot the vibrattnrs to rectify the defects and tried to persuade 
them to do so the firm managed to delay the matter under one pretex t 
or the other and finally refused to do the work on the plea that the 
cooditiMis of the supply did not bind them to guarantee th ^  per
petual sound woridng and that they could not take responsibility for 
the defects reported to them since the defects had not been reported 
within 30 days the receipt of the machinery.

6.28. The Committee feel that in both the cases action against the 
defaulting firms should be taken. Moreover, disciplinary action with 
tegard to past payment in the case of vibrators should also be 
finalised early. Since tiie two mixers and the two vibrattws have 
been lying idle unce 1959, the Conunittee fed that the department 
dMNild take a final dedaion in regard to these equipment i.e. whether 
these could be put to use after necessary r^airs <ht whether these 
should be dbposed .

6.29. Periyar Valley Irrigation Project, para 21, page S2-
(a) <i) Hie work on the Periyar Valley Irrigation Project 

(Bhoothathankettu Scheme) in Emakulam District was 
started in June, 1956 and it was scheduled to be completed 
by the end of 1960>61; the work is still in progress and is 
now expccted to be completad by 199M0.
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(ii) Santie partiioular?. regarding this project are given be
low:—

(i) Cost of construction Rupees in lakhs
Original estimate (1956) 3,48*00
Revised estimate (August, 1965) 6,40*00
Actual expenditure upto the end of March,

1965. 3,32*02
Works in progress.

The upward revision of the estimate by about 84 per cent of the 
original estimate is attributed mainly to—

(i) actual quantities of work during execution exceeding those 
originally anticipated;

(ii) increased cost of labour and materials;
(iii) changes in design of main canals, etc., to ensure proper 

supply;
(iv) higher contract rates than anticipated owing to lack of 

competition among contractors; and
(v) proposal for an additional branch canal.

(■b) Irrigation target and estimated return on capital:
630. The target of irrigation fixed originally was 63,300 acres. 

This remains un-altered though the estimate was revised from 
Rs. 3,48 lakhs to Rs. 6,40 lakhs. Thus the estimated return ofn the 
capital without taking into account interest charges will be reduced 
from 3-1 per cent to T24 per cent.

6.31. The Committee desired to know the reasons for the delay 
in the completion of the project. The Chief Engineer stated that 
the delay was mainly due to lack of funds. Sufficient funds were 
not allotted during the Second and Third Plan periods. On being 
asked as to why funds were not allotted, when it was a scheme under 
the plan, the Secretary, Public Works Department stated that the 
difRculty was that there were a large number of schemes. All these 
schemes were taken up for execution instead of taking such schemes 
which could >be implemented earlier. There was also defect in the 
planning. Funds for all the schemes were not available during the 
Third Five Year Plan. There was some extra expenditure for power 
and funds hdd to be taken from irrigation.

6.32. The Finance Secretary explained that in the Third Five 
Year Plan, the Government could provide only the original target 
below Rs. 11.42 crores. From the State Plan point of view, the Gov
ernment were unable to provide adequate funds for power and 
irrigation. While allocating funds and preparing the annual plan.
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it had been found that the resources of the State and the Central 
assistance were limited. Since it had been found difficult to have 
necessary resources, the Government of India had been requested to 
give a special assistance to the extent of Rs. 110 lakhs for the irriga
tion projects.

6.33. The Committee desired to be furnished with further in
formation on the following points:—

1. A note giving details of the schemes (costing Rs. one
crores or more) where the cost had gone up by 80 per 
cent, owing to delay in execution for paucity of funds;

2. A note showing the financial outlay, achievements and
the time taken.

The notes have been furnished and are at Appendix XXXVIII.
6.34. The Committee hope that on receipt of the special assis

tance of 'funds from Government of India, it would be possible to 
allocate funds fw  this scheme.

6.35. The Committee hope that the Department ̂  xvould draw up
the details of the future programme for the execution tiie pro
ject and ensure strict adherence to the time schedules, as any 
delay in the execution of the scheme is likely to entail extra ex
penditure.

6.36. (c) Idle machinery and stores-
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Particulars of machinery, etc. Remarks

(i) Vibrators, pumpsets, steam rollers, The various items of machinery 
concrete mixers, etc., numbering were reported (October, 1965)
45 in all (cost; Rs. 1*44 lakhs)  ̂ to be idle from different dates

from 1961 onwards, either for 
want of work or repairs.

(ri) Stores articles reported to be sur- Articles like M.S. channels, A.C. 
plus to requirement. pipes, corrugated sheets, etc.

valued at Rs. i -07 lakhs were 
lying idle for over 3 years 
(October, 1965).

6.37. Thd Committee desired to be furnished with a note on this 
sub-para showing action taken for utilising disposal/repairs of 
machinery and reasons for machinery remaining idle for long 
periods.

The note has been furnished and is at Appendix XXXIX.



C.38. The Committee understand irtna Audit that Govenmaent 
had accepted that stores valued at Rs. 1'67 lakhs remained idle 
for three years, while replying to the draft para on 10-6-1966. The 
notes now submitted by the Department however, show surplus 
stores lying idle valued at Rs. 41,865 only. The Committee, there
fore, would like the Department to reconcile this discrepancy. 
They would like the Public Works Department to make efforts to 
see that these equipments are made use of either in the projects 
now under execution or at some other place.
Grant of concession to a private institution, para 24, page 37

6.39. 2' 82 acres of land (value note assessed) with a building 
(cost Rs. 77,956) owned by the Government of Kerala in Madras; 
City was handed over rent-free to the Kerala Samaj, Madras in 
November, 1958 for running a High School. According to the 
Goverrunent orders of October. 1938 the Samaj was to demolish 
the existing building at its own cost, appropriate the dismantled 
material, put up a new building and start working the school 
within a period of 4 years. No written agreement or lease deed to 
this effect was, however, taken from the Samaj. The Samaj did 
not demolish the old building and put up the new one nor did it 
start the school and Government, therefore, cancelled their 
orders in April. 1962. A notice was issued to the Samaj in 
October, 1963 for vacating the land and building; but stated 
the Samaj still continue sto occupy the property (January, 1966) 
Government stated (December, 1964) that they would take back 
possession of the property “through legal proceedings if other 
methods fail.”

6.40. The Committee desired to know as to why a written agree
ment or a lease deed was not executed with the Kerala Samaj, 
Madras,. The Secretary, Public Works Department informed the 
Committee that the Government had started to get an agreement 
and the draft agreement was prepared. But the property had been 
divided into two parts. One portion was given away to Madras 
Government- The actual extent of property had to be incorporated 
in the agreement. Necessary information had to be obtained from 
the Chief Engineer. Madras. There was some correspondence and 
some delay had occurred in the matter of writing up of the agree
ment- The Samaj was nominally in possession of the building with
out ha\ing put it into use from 1958 to 1966. Government orders 
were issued on 8-7-1958 and the property was handed over in Novem
ber, 1958 and no agreement was executed. In this order there was 
no mention about the agreement. It had now been allotted to an 
Association registered under the Societies Registration Act for con
ducting a school. The school had been started from 1st July. 1966,

73



The Association had to pay rent at the rate of Rs. 200 per month and 
had paid a security deposit of Rs. 10,000. The Association were also 
to pay the property tax. In reply to a question, the witness stated 
that the Association would have to construct a new building; they 
had been asked to demolish the old building.

6.41. On being asked as to how it had been ensured that the school 
would be conducted properly in view of the past experience, the 
witness stated that according to the lease, the property was given 
for the particular purpose of running a school. The lessee had 
agreed to nm the school, pay the rent and also demolish the existing 
building at his cost. The lessee had agreed to maintaip the land in 
proper condition. In case the lessee failed to start the ' chool in the 
ensuing academic year or committed breach of all or any of the 
terms and conditions, the lease might be terminated without notice 
and the property would be resumed without compensation. The 
lessee‘would not be entitled to any compensation for any loss. The 
land was taken over by the Association on 27th June, 1966.

6.42. The Committee consider it to be rather unusual that no agree
ment was executed with the Kerala Samaj, Madras when Caovem- 
raent handed over the property to them for running a school. The 
Govmunent also showed leniency to thd Samaj by exempting them 
fromf pajrijng rent for the building which was a distinct departure 
from the rules which stipulated payments of advance rent ft>r 
prepay let out to a person not in Government service. The Samaj 
took advantage of such leniency and failed to run the school and the 
Government on the other hand for no justifiable reasons waited for 
four years till they withdrew th«r order in 1962.

6.43. The Committee feel that in case the Government contemp
lated any assistance to the Samaj, the appropriate procedure should 
have been to recover the full assessed rent from the Samaj'and to 
make the payment in the form Of grants-in-aid after making provi- 
sion for such payments in the donands for Grants placed before the 
legislatare.

6.44. The Committee hope that the Association to whom the 
pnq^erty has now been leased will imi^ement the teams of the lease.

Special Buildings Division, Kozhikode, Para 30, page 40
6.45. The contract entered into in December, 1958 or the work 

“Constructing 6 ‘A’ type quarters for Medical College at Chevayoor, 
Kozhikode” (estimated cost: Rs- 198 lakhs) provided that the con
tractor would use either M.S. rods or Maxweld fabric as directed by 
departmental officers; M.S. rods or Maxweld fabric supplied by the
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department to the contractor was to be charged for at Rs. 700
per ton and Rs. 0.7Sp. per sq. ft- respectively. 42,998 sq ft. of 
Maxweld fabric out of 43,600 sq. ft. supplied by the department 
to the cototractor in February, 1959 was used by him on the work. 
The recovery for the issue of this material was, however, 
effected by the department at the rate provided for M.S. 
rods. This was further modified by the Superintending Engineer 
in March, 1961 who ordered that Maxweld fabric might be shown 
as free issue. When it was pointed out (Jxme, 1961) in audit 
that this free issue of Maxweld fabric was not provided for 
in the agreement a supplemental agreement was entered into with 
the contractor enhancing on the one hand the accepted rates for 
items of work requiring the use of M.S. rods or Maxweld fabric and 
providing on the other for recovery of the cost of the materials sup
plied at the rates indicated in the original agreement. The increase 
allowed in the rates to oflFset the recovery of sums due under the ori
ginal agreement was beyond the term.s of the contract which clearly 
provided for the use of M.S. rods or Maxweld fabric at the discretion 
of the department and for recovery of their cost. The extra expendi
ture amounted to Rs. 30,238.

6.46. Hie department stated in March, 1965 that the estimate and 
data were prepared on the basis that only M.S. rods would be used 
and that the issue of Maxweld fabric was considered only on account 
of dearth of M.S. rods. The department presumed that the con
tractor’s rates were based on the assumption that only M.S. rods 
would be used on the work and that they were unworkable, if the 
recovery rate for Maxweld fabric “ fixed arbitrarily without looking 
into the complications that may be involved” , was enforced.

6.47. Explaining the background in this case, the Secretary, Pub
lic Works Department stated that in the tender it was stated that 
there were two items of R.C.C. works. In the agreement, it was 
stated that the contractor might use either Maxweld fabric or M.S. 
rods according to the instructions ol the Executive Engineer. TTie 
kind of Maxweld fabric to be used was not mentioned in the agree
ment. There was ambiguity m the agreement. "Oie work was done 
by Maxweld fabrics and the recovery was to be made from the con
tractor. So the Superintending Engineer had entered into a supple
mentary agreement. The rate was calculated and fixed on the actual 
weight of M.S. rods that were used. The approval of the Govern
ment was taken. TTie action taken was to solve the ambiguity. In 
reply to a question, the witness admitted that there was an obvious 
mistake in the drafting of the agreement and there was nothing 
Intentional in this matter.

6.48. In reply to a further question, the witness stated that the 
contractor had finished the work. As the required quantity of M.S.
2451 (Aii) LS—«.

75



rods were not available, both M.S- rods and Maxweld fabric had to 
be used.

6.49. The Committee hope that the Department would be careful 
enough in future to ensure that Government is not put to any loss 
because of the ambiguity or other lacuna in the agreement signed 
with a contractor.

Building and Roads Division, Muvattupuzha—Para 33, page 42
6.50. As a result of test-borings conducted during execution of the 

work of construction of a bridge at 1 /2 of the road from Neezhoor to 
Kaduthuruthy (revised estimated cost; Rs. 54,300) it was found that 
the piles already driven to 19 ft. depth had to be extended ‘in situ’ to 
a further length of 12ft. to 13 ft. The contractor refused to do the 
additional work as this required additional staging and labour and 
he demanded exorbitant rates. His contract was, therefore, ter
minated in August, 1960; the work was got executed at his risk and 
cost through another contractor in 1963 entailing an extra expendi
ture of Rs. 21,652.

6.51. The Executive Engineer stated (July, 1965) that no test- 
piles were driven before the work was started, as the sanctioned esti
mate did 'not provide for test driving of piles. Government stated 
(July, 1965) that no liability could be fastened on the contractor as 
the Executive Engineer who had made several requisitions to the 
contractor to resume the work did not specify the period within 
which the work had to be completed.

6.52. The Committee desired to be furnished with a note on this 
para. The note furnished by the Department is at Appendix XL.

6.53. The Committee r^;ret to find that due to the negligence on 
the part of the Executive Engineer in failing to comply with the 
Conditions of clause 13 of the Agreement, the Department on the 
Advice of the legal Department could not fasten liability on the con
tractor. They further understand from Audit that the Government 
did not pursue the matter of fixing responsibility on the Executive 

' Engineers who have since ceased to Be in Sta ê Service. The Com-
ndttee consider it unfortunate that the question of fixing responsi
bility was not considered earlier (1963-onwards).

Shortages of iron and steel materials during transit, para 65, page 72
6.54. According to the orders of Government of India (October, 

1959), the firms supplying controlled categories of iron and steel are 
to be paid the full value of the materials within 14 days of presen
tation of bills. The firms are to produce proof of despatch, but they
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need not send ‘clear’ railway receipts; recovery from them, of the 
value of shortages in transit is not permissible. The railways also 
do not entertain claims for such shortages as the materials are des
patched on ‘conditional’ railway receipts with the remarks “said to 
contain” or “suppliers’ weight accepted.”

6.55. 223 cases of shortages of iron and steel materials (value; 
Rs. 212 lakhs) were noticed in the supplies received in the Public 
Works Stores, Trivandrum, Ernakulam and Kozhikode during the 
period 1959-60 to 1962-63. Out of these, in 152 cases (value; Rs. 1 
lakh) the loss could not be recovered from any one and is awaiting 
write off; in 26 other cases (value: Rs. 0.94 lakh) the matter is stated 
to be under correspondence with the suppliers/railways.

6.56. The Committee desired to be furnished with a note on this 
para. The note furnished by the Department is at Appendix XLI.

6.57. The Committee feel that the information given in the note 
is rather incomplete as it does not state:

(i) when such shortages first came to notice and what action 
had been taken by the Deptt. from time to time to ensure 
that full quantity reached the destination;

(ii) the basis on which it has been calculated that the cosit 
would be Rs. 50 more per ton if arrangements were made 
to supply the materials at departmental stores;

(iii) what the Government propose to do in regard to the 40 
cases in which the allowable weight tolerance had been 
exceeded; and

(iv) whether safeguards had been provided to ensure that no 
loss occurred during transit from Railway Station to 
Stores.

6.58. The Committee would like to be informed of the final out
come of the efforts being made by the Department in regard to the 
measures to be taken to avoid losses in transit.
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vn
REVENUE DEPARTMENT 

Results of test-audit—Para 71, page 75

7.1. In paragraph 58, pages 71— 7̂4 of the Audit Report, 1965 
mention was made of certain points noticed during the course of 
test-«udit of sales tax arsessments in 36 offices during the period 
up to August, 1964. During the subsequent period upto Augut, 1965, 
test«.udit of 6,134 assessment cases in 60 offices was conducted. The 
types of irre^arities and the important cases noticed in the test- 
audit are given in the following paragraphs: —

(a) Escape of taxable turnover from assessment of tax (46 
cases involving a taxable turnover of Rs. 23*47 lakhs and 
short collection of Rs. 49,691).

7.2. (i) Under the provisions of Section 25A of the General 
Sales Tax Act, 1125 M.E., the stock in hand of commodities, newly 
brou^t under sales tax at the point of first sale, should 'be taxed 
at the hands of the dealer having the stock on the 1st April, 1962, 
the date of introduction of the levy. Failure to apply Section 25A 
of the Act on a turnover of Rs. 0*71 lakh in 6 such cases resulted 
in short assessment of tax of Rs. 3,718.

7.3. (U) According to Govemment Notification of 8th March,
1963 turnover in works contracts was exempted from tax only from 
1st April, 1962; but exemption was applied to two cases relating to 
earlio: years. Consequently, a taxable turnover of Rs. 3*21 lakhs 
escaped assessment; the tax effect was Rs. 6,720.

7.4. (iii) In 12 cases, turnover of Rs. 15.31 lakhs escaped assess
ment to tax on account of wrong or excessive exemption allowed; 
the tax effect was Rs. 27,650- In one of the cases (First Circle, 
AUeppey) a pharmacy which manufactures medicines and dispenses 
them through its 39 branches, was granted exemption on a turn
over of Rs. 3* 17 lakhs relating to 1961-62 and 1962̂ 63 due to wrong 
application of the exemption allowed to doctors/vydians, dispensing 
medicines to fheir own patients; the tax foregone was Rs. 6,650.

7.5. (iv) Mistakes in the computation of taxable turnover and 
other miscellaneous omissions on a total turnover of Rs. 4*24 lakhs
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in 26 cases resulted in a short demand of Rs. 11,603. This included 
a case (First Circle, AUeppey) in which a turnover of Rs. 1 lakh 
was omitted due to an arithmetical error, the tax effect being 
Rs. 2,060. In another case (Special Circle, AUeppey) while reasses
sing tax 'based on the Tribunal’g orders, the Sales Tax Officer adopted 
an incorrect amount of turnover thereby failing to assess turnover 
to the extent of Rs. 1*39 lakhs; the tax lost to Government on this 
account was Rs. 5,566.

7-6. The Committee desired to know whether the Department 
had collected tax according to the correct taxable turnover in all 
the cases referred to in the Sub-para as also the circumstances under 
which erroneous exemptions were granted in the case of medicines 
manufactured by a Pharmacy dealt with in item (iii) of this sub
para. The Secretary, Board of Revenue (Taxes) stated that the 
first case related to Sales-tax Office, Second Circle, Trivandrum. It 
was a case in which the officer had failed to take into consideration 
the caning stock of umbrellas to assess the turnover. Ilie  um
brellas which had been taxed at 2 per cent multi point was to be 
taxed at the point of first sale at the rate of 5 per cent. He added 
that action had been taken and the tax had been demanded and 
collected.

7.7. The second case related to the Sales Tax Office, Special Circle, 
Quilon. According to Audit, the Beedi leaves which were to be 
taxed at the rate of 4 per cent had been omitted to be taxed and 
the tinned food which was to be taxed at the rate of 5 per cent had 
also been omitted. But, the witness stated on verification, it had 
been found that these commodities had been taxed at the apprc^riate 
rates.

7.8w The third case related to ^ le s  Tax Office, Changanacherry 
which was a real omission and the turnover which had escaped 
assessment had been assessed for tax.

7.9. In the fourth case, the dealer was dealing in tiles whidi had 
been under the multi point tax upto 1st April, 1962. The officer 
had failed to take note of that fact and had assessed the tax only 
at the rate of 2 per cent, instead of 5 per cent The witness added 
that the assessment had been revised and tax had been collected.

7.10. In the fifth case the officer had failed to tax paper at the 
rate of 5 pw  cent. The mistake had been rectified and the tax due 
had been demanded.

7.11. The sixth case related to Devikulam office, ^ e  oCBoer Iwd 
failed to tax the opening stock of vacuum flasks, food stuffs and
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soaps which had been brought under the single point from 1st April, 
1962. The tax due had been demanded after subsequent assess
ment. In reply to a question, the witness stated that some of the 
cases had gone to the High Court which involved works contract, etc.

7.12. The Committee desired to be furnished with further infor
mation on the following points:—

1. What was the total amount of taxes since recovered;
2. Cases which were before the High Court or any other

Judicial Authority and as a result of which the tax could 
not be collected.

The notes have been furnished. (Appendix XLIl).
7.13. The Committee find that the total taxes since recovered in 

117 cases relating to sub-paras (a) to (h) amounted to Rs. 45,462.20 
and in all such cases where balance was pending collection, the 
amounts had already been advised for collection excepting in one 
case where the collection of additional amount of Rs. 45,035.09 had 
been stayed by the High Court. The Committee would like to be 
informed of the final outcome of this case, in due course.

7.14. When the Committee pointed out that the draft audit para 
was sent to the Government on the 9th Decembar, 1965 and no reply 
had been sent to Audit by the Government, the Secretary, Revenue 
Department stated that some infprmation was required in that con
nection. The draft para was received by the Department on 15th 
December, 19165 and the Accountant General was addressed on 20th 
December, 1965, The information that was required was received 
on 19th January, 1966. 'I'hereafter, the Board was asked to get the 
information from 95 Sales-tax Officers. It required extracts of 290 
cases and collection of information from 95 officers. The first report 
was received from the Board on 4th June, 1966, which was incomplete 

:.and further information had to be collected. In reply to a question, 
the witness stated that in all cases dealers had to be called for and 
the facts stated by Audit had to be scrutinised. On being pointed 
out that when the audit para was received, factual position as to 
Whether the information contained in the draft audit para was 
'conrect or not, had to be reported to Audit, the witness stated that 
the Department wanted to rectify the defects and theii send a report. 
So the Department had to call for the accounts of the assessees and 
verify the accoimts.

7.15. The Committee desired to know whether any action had 
been taken against the officers for the irregularity regarding the in
correct assessn^ent of tax. The witness stated that during the last 
one year action had been taken by the Board against 18 Sales-tax 
officers. In reply to a question, the Secretary, Board of Revenu*
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(Taxes) stated that there was an Internal Audit party in the Depart
ment consisting of seven parties with two persons in each. The 
Internal Audit Wing was asked to start audit from 1956-57 onwards 
and by *1965-66, they could complete the audit upto 1963-64. In reply 
to a question, the witness stated that this draft audit para was not 
gone through by Internal Audit.

7.16. The Committee hope that the Department will take note of 
tihe cases of lapses on the part of the officials in the assessment of 
taxes and will issue necessary directives to ensure that such ins
tances do not recur. The Department should further see that mo 
imintended benefit is conferred on firms through erroneous calcula
tions. To achii^ve this and, not only the orders and instructionst 
issued should be clear and unambiguous but those should also be 
implemented scrupulously. The fact disclosed in evidence that aa 
may as 18 Sales Tax Officers had to be proceeded against in one 
year for irregular assessment of taxes, indicates that there is consi
derable room for improvement in the standard of efficiency of the 
Sales Tax CMficers.

7.17. The Committee regret to note that these irregularities were 
not detected by Internal Audit as they had been able to complete 
audit only upto 1963-64. The Committee desire that the Internal 
Audit should be more alert and upto date and the administrative 
machinery should also be toned up adequately. The Committee also 
hope that the Department would recover remaining arrears, without 
any further delay.
(d) Irregular exemption oj turnover of goods subject to single point 

levy.
7.18. Under Rule 27 (5) of the General Sales Tax Rules 1950 

dealers carrying on business in goods claiming exemption as not 
being first seller or last purchaser of such goods, are required to 
produce a declaration i’n the prescribed form to prove that the goods 
have suffered tax or will suffer tax elsewhere. In 18 cases exemp
tion was allowed to the assessees on an aggregate turnover of Rs. 36.32 
lakhs without obtaining the declaration from or otherwise ascertain
ing whether the turnover exempted had suffered tax at the hands 
of other dealers. The tax effect of these exemptions was Rs. 1,06,038.

7.19. Explaining the position, the Secretary, Board of Revenue 
(Taxes) informed the Committee that if the dealers wanted to claim 
exemption from tax, they had to furnish a declaration in Form 34. 
In most of the cases assessments had been revised. The filing of 
declaration in Form 34 is only directory and not mandatory. Accord
ing to the decision of the Supreme Court, the officers could make 
assessment of the tax on the basis of evidence collected. Instruc-
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tidui had also been issued to the officers that if there was any 
di£Scul^ in filing of declaration in Form 34, they could obtain other 
satisfactory evidence from the dealers and if they were satisfied 
with the evidence, exemption could be granted. The witness added 
that on a final analysis of the matter, it was found that the aggre
gate turnover which escaped tax was only Rs- 41,253 and not 
Rs 36' 32 lakhs. The tax on this particular amount came to Rs. 2,000 
and odd and the tax had been demanded.

7.20. Tlie Committee hope that the instructimis already 
issued would be followed strictly and there would be no occasion in 
future where exemptions could be given without any justifiaMe 
reasMi. They also fe^  that the guide-lines as to l̂Aat constitute 
"satisfactory evidence” for the purpose of granting exemptions where 
a dealer fails to file a declaration in form No. 34 should be specifical
ly laid down if not already dme, to eliminate the chances of misuse 
of discretion.

7.21. On being pointed out that many goods were sold outside
the State without any bill and thereby the State was losing the 
revenues, the witness stated that it was a fact and added that these 
things took place with the knowledge of the Railway Authorities. 
Govenmietat of India had been asked to take appropriate action. In 
reply to a question, the witness stated that the Southern Railway 
was taking action and two officers had been suspended. Regarding 
the efforts made by the State Government to detect such cases, the 
witness stated that a notification under Section 30 of the Sales tax 
Act had been issued recently to the effect that if a dealer wanted to 
sell goods outside the State, he should fulfil the conditions prescrib
ed therein. Otherwise consignments would not be moved from the 
Railway station. In reply to a question, the witness stated that the 
I^epartment had no powers to inspect the Railway Receipts in the 
Booking Office. It had also not been examined whether such illegal 
trade was a criminal offence. The witness further added that as 
soon as it was found that a party was sending goods under a b (^ s  
name, a telegram was sent to the officer concerned in the other 
State so that he could proceed to the railway station to find out the 
real consignee. But in most of the cases the consiffaee would not 
turn up to take delivery of the goods. In regard to the transfer of 
goods from a head <^ce to branch offices in the other States, where 
the Sales-tax was tem pted, the witness stated that the question 
of the Central Act was tmder the consideration of the
Govonment of India. The Joint Secretary, Ministry of Finance 
stated that the transfer of goods were not sales and could not be 
subjected to sales tax which was technically called ‘transfer of goods 
on consignment basis*. The difficulty was very great and the States 
had moved the Centre to bring about some amenchnent or change
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in the law. In reply to a question, the witness stated that in Can- 
nanore Distt. the evasion was rather heavy— ît was estimated at 
Hs, 2 ^  crores.

7.22. On being asked as to why it should not be made obligatory 
on the Railways not to accept consignment unless a certificate was 
produced, tiie Joint Secretary, Ministry of Finance stated that it 
had been found that by State law any such obligation could not be 
imposed on the Railways.

7.23. The Committee desired to be furnished with further infor
mation on the following points: —

1. steps taken or proposed to be taken to prevent evasion of
taxes;

2. cases of evasion through railway booking;
3. whether any enquiries had been made from the Railways

about such evasions;
4. whether it was a fact that the Railways would not accept

any order for booking unless the certificate was produced;
and

5. how many complaints were filed about Railway booking.
From the evidence tendered and the notes furnished (Appen

dix XUU) the Committee are distressed to find that evasion of taxes 
is rampant in Kerala in the transactions of pepper, arecanut, rubber, 
coir and coconut oil practised through bookings by raik in bogus 
names, and these are within the knowledge of the authorities of the 
Southern Railway. The practice is stated to be widely prevalent in 
Cannanore, Kozhikode, Palghat and Trichur. In Cannanore District 
alone the evasion on this account was estimated to be as high as 
Rs. 2.30 crores. Themodus operandi in such cases are that goods are 
bo<dEed to various places outside the State by rail in fictitious namw 
and Railway Receipfts are often discounted through certain Banks 
which give discounting facilities to some of the persistent and habi
tual defaulters of sales tax. The Omunittee are perturbed to find 
that even thou^ the Dqputy Commissioner (Int^igmce) had «n 
several occasions brought such cases to the notice of the Commercial 
Superintendent, Olavakot and in ^ite of the 6ict tiiat the General 
Manager, Southern Railway had issued instructions to subordinate 
Htaff that b^ore consignment of arecanut were accepted for iKM îag, 
ttales tax registration certificates and pass/permit showing that eesa 
due to Market Committee bad b«*en paid, as many as 3295 cases had 
<mne to the notice where Ae Station Masters had violated the fai- 
Mtmc'tioBs on the ground that they had no instructions frwn the Rail
way authorities in the matter.
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7.25. The Committee fully concur with the feelings of the Depart* 
ment that unless the Railway authorities show firmness and insist on 
the production of documents satisfying the payment of sales tax etc. 
before the notified goods are booked, it would not be possible to check 
tax evasion which has taken alarming proportion. The Committee 
would also like the Ministry of Railways (Railway Board) to find 
out whether there was any delay in communicating the instructions 
of the General Manager, Southern Railway to the concerned Railway 
Station Masters, if so the reasons therefor, and if not why those were 
violated.

7.26. They also desire to be informed of the action taken by the 
Central Government in regard to the amendment to be made to Cen
tral Sales Tax Act which is under consideration.

C entral S ales T a x  A ct

(g) Loss of revenue due to treating inter-State sales as export sales.
7.27. The former French Settlements of Pondicherry, Karaikal, 

Mahe and Yanam became Union Territory from 16th August, 1962. 
Consequently, sales from the State to dealers in these areas, treated 
till then as ‘sales in the course of export’ had to be considered as 
‘sales in the course of inter-State trade or commerce’ with effect 
from that date. The sales to dealers in these territories during the 
pariod from 16th August, 1962 to 31st March, 1963, were continued 
to be treated as export trade and exempted from tax. This resulted 
in a loss of tax amounting to Rs. 50,315 on aggregate turnover of 
Rs. 7-19 lakhs in 9 cases, at the rate of 7 per cent (concessional rate 
was not admissible as no declarat’ons in the prescribed form were 
produced, within the period allowed as per State Government’s 
notification of 23rd February, 1963 allowing such concession). Six 
of these cases involving a turnover of Rs. 6- 50 lakhs with a tax effect 
of Rs. 45,492 occurred in the Sales' Tax Office, Special Circle, Quilon.

728. Explaining the position in this case, the Secretary, Revenue 
Department stated that the official notification dated 16th August, 
1962, regarding the transfer of French territories was received from 
the Government of India only on 12th November, 1962, with Gov
ernment of India’s letter dated 5th November, 1962. In their letter, 
the Government of India had recommended that inter-State sales 
tax in respect of the former French Settlement might be exempted 
altogether from taxation or to levy only one per cent tax. Govern
ment had accepted the latter course and had issued a notification 
on 22nd March, 1963. Only at that time, the departmental officers 
became aware of the fact and that was why the inter-State sales 
were treated as export sales in the interim period. After ttudying
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w
the Audit para, the officers had now assessed the tax at 7 per cent 
and most of the assessees had gone on appeal.

7.29. The Committee regret to note that Government of India’s 
notification dated 16th August, 1962 was received by the State Gov
ernment only on 12th November, 1962. There was a further delay 
of about 4 months on the part of the State Government in issuing the 
consequential notification. The Committee desire that this matter 
might be looked into.
(h) Irregular grant of concessions.

7.30. Tne grant of concessional rates of tax under the Central 
Sales Tax Act 1$ permissible only on fulfilment of the conditions 
stipulated therein. In 129 cases involving a turnover of Rs. 24-36 
lakhs where the necessary conditions were not fulfilled the grant 
of concessional rate of tax resulted in short-realisation of tax 
amounting to Rs. 1,08,511 as indicated below:—
(i) Concessionai rate of tax allowed without prodttcing valid ‘O' 

forms.
7.31. Concessional rate of Central Sales lax on inter-State sales 

is admissible to dealers only if they produce valid declaration in 
‘C’ forms obtained from the purchasers. In 25 cases where the valid 
declaration were not filed the concessional rate was allowed on an 
aggregate turnover of Rs. 3‘09 lakhs with a short assessment of tax 
amounting to Rs. 18,559. In the Sales Tax Office, Special Circle, 
Quilon alone the short assessment on this account was Rs. 15,159 in 
11 cases.

7.32. Explaining the position, the Secretary, Board of Revenue 
(Taxes) stated that out of 25 cases, it had been found that there 
were valid ‘C’ forms in 14 cases and in the remaining cases, assess
ments had been revised. In reply to a question, the witness stated 
that some of the ‘C’ forms were misplaced. There were mior defects 
in other cases. The dealers were expected to file the declaration 
in original before the Sales Tax Officers; sometimes the registration 
certificate numbers might not be there.

7.33. The Committee desired to be furnished with a note showing 
as to how the concessional rate was allowed without valid ‘C’ forms.

The note has been furnished and is at Appendix XLIV.
7.34. From the note the Committee find that apart from the com

plexities involved in administering the fiscal laws, the number ot *C 
forms to be verified being numerous, there is the possibility of omis
sion while scrutinising them. Since the grant of concessional rates 
is related to the information given in the ‘C  forms, the Committee



feel that the Administration ahould examine whether the precednre 
of furnishing, scrutinising and recording oi *C* forms can be simpli* 
fied to avoid chances of irregular grant of concessions.

7 ^  The Committee further leam from Audit that out of the 25 
case*, there -were 7 cases in ^ îiidi concessional rate of tax was allow
ed without the valid forms being produced and in these cases as
sessment has since been revised by the Department claiming enhanc
ed rate of tax. The C<nnmittee would like the Department to flnd- 
out how concessional rates were allowed in these cases and satisfy 
themselves that no mala fide was involved.



vra
HEALTH AND LABOUR DEPARTMENT 

Public Health Engxnebring Branch 
ErruJcvlam-Mattancherry Water Supply Scheme—para 37, pages 43-44

8.1. Hie Emakulam-Mattancherry Water Supply envisages 
Improvements to the existing water supply system (Emakulam* 
Chowwara Water Works) to cater to the needs of the growing towns 
of Mattancherry, Fort Cochin, etc., and adjacent areas.

8.2. In 1955, a scheme in this behalf, estimated to cost Rs. 1*54 
crores, was agreed to in principle by the Government of India for 
the purpose of eligibility of Central assistance. Administrative 
approval to this scheme was accorded by the State Government in 
August, 1957 and the work was commenced in September, 1959. In 
November, 1960 the State Government enlarged the scheme and 
proposed a revised estimate of Rs. 3‘ 52 crores (the scheme is to be 
executed in two stages: Rs. 2*76 crores—first stage and Rs. 0*76 
crore—second stage). This has not yet been approved by the Gov
ernment of India, as the State Government could not furnish the 
technical details of the scheme to their satisfaction. Meanwhile, the 
work on the scheme (first stag?) is being executed according to 
the revised proposals without administrative approval or technical 
sanction: the work is scheduled to be completed by the end of 1965- 
66. The expenditure incurred upto March, 1965 is Rs. 1’ 96 crores 
including Rs. 0*32 crores on “increased offtiJce of water from Alwaye 
river” (a separate work begun in 1944-45 to augment water supply 
to Emakulam and adjacent towns but treated as part of this schone 
in December, 1959).

8.3. The Committee desired to know as to why the Scheme was 
taken up only in September, 1959 thou^ it was approved in 1955. 
The Secretary, Health & Labour Department stated that the Sdieme 
wab sanctioned in 1957 and the work could be taken up only in 
1959. There were certain difficulties in finalising the location, design 
etc. and sufficient budget provision was not there to take up the 
Scheme. On being asked about the reasons for the delay l^tween 
1955 and 1957, the Adviser (II) to the Governor stated that aher flie 
Government of India had approved the Scheme, the State had to 
face new problems such as re-organisation etc. which came on 1st 
November, 1956. In reply to a question, the Chief Engineer
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(P.H.E.D.) stated that the Government of India had approved in 
principle the water supply scheme during the First Plan Period 
(vide Ministry of Health letter dated 3rd January, 1955).

8.4. In regard to the revision of the estimates from Rs. 1*54 crores 
to Rs. 3.52 crores due to the expansion of the Scheme, the witness 
stated that Rs. 1.54 crores was only a project estimate and no detail
ed estimate had been carried out at that time. The Government of 
Kerala had intimated the change in the scheme to the Government 
India on 2nd November, 1960. In reply to a question, the Secretary, 
Health & Labour Department stated that the scheme was enlarged 
to suit a bigger area. The Chief Engineer added that the original 
scheme was meant only for Ernakulam. In the revised scheme, 
Mattancherry, Fort Cochin, Harbour and Naval base and some of 
the industrial belts on the way were included. The estimates had, 
therefore, to be revised. The scheme had to be completed in two 
phases. The expenditure involved for the first phase and for the 
second phase was Rs. 276 lakhs and Rs. 76 lakhs respectively. Rs. 252 
lakhs would be required immed’ately and the balance of the amount 
would be found in the Fourth Five Year Plan.

8.5. In reply to a question, the Secretary, Health and Labour 
Department stated that in 1960, a new scheme was proposed and 
sent to Government of India in 1961. There was a query from the 
Government of India and in the meantime the Chief Engineer was 
having correspondence with the “Technical Counter-parts in the 
Government of India”. On being asked about the difficulties in 
sui^lying the full technical details to the Government of India, the 
witness stated that the main difficulty was that lot of investigations 
had to be done to answer the points. After a number of investi
gations, the Public Health Department had supplied the details to 
the Government of India by 18th July, 1965.

8.6. In reply to a question, the witness stated that partly due 
to the increasie in the cost of materials and partly due to the exten
sion of benefits, the cost of the scheme had gone up. The cost of 
the distribution scheme had gone up from . Rs. 24 lakhs to Rs. 53 
Jakhs. T^e land acquisition charges had gone up from Rs. 4*5 lakhs 
to Rs. 19 lakhs. The cost of the Filter Plant had gone up from 
Rs. 1.5 lakhs to Rs. 4.22 lakhs. On his attention being drawn to the 
letter dated 9th February, 1965 from the Health Secretary to the 
Accountant General the Chief Engineer stat^ that it was a fact 
that the estimate was proposed without.adequate (tetails and proper 
investigation. Many items of work could not be estimated with a 
fair degree of ^curacy. That was why the scheme had to be com
pletely revised Rs. 1*54 crores wa? a limipsum estimate. In reply 
to a question, the witness stated that there were water supply
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schemes in three towms which were carried out by the State Govem- 
meat- But this water supply scheme was the first scheme under
taken during the Second Five Year Plan- The assistance from the 
Government of India was 100 per cent loan to the State Govern
ment. The National Water Supply and Sanitation scheme was for
mulated with the object of augmenting water supply to scarcity areas* 
The expenditure upto March, 1966 was Rs. 252 lakhs. On being asked 
about the latest position in regard to the completion of the first 
stage, the witness stated that the first stage had been completed but 
the distribution could not be taken up because of lack of sufficient 
funds during the Third Five Year Plan.

8.7. In reply to a question, the witness stated that the scheme 
did not include drainage scheme but it was only a water supply 
scheme. The Joint Secretary, Ministry of Finance stated that in 
the earlier stage this aspect was not emphasized so much, but it 
was now insisted by the Government of India that big water supply 
scheme should be linked with the drainage schemes. There was a 
separate drainage scheme for this project.

8.8. The Chief Engineer informed the Committee that the scheme 
could be completed in two years subject to availability of funds. 
Funds allotted were not sufficient to take up the distribution work. 
The cost of the scheme would exceed the amount of Rs. 3:52 crores. 
The witness added that as the distribution had not yet started the 
exact amount had not been assessed. An additional amount of 
about Rs. 100 lakhs would be required for distribution in Ernakulam, 
Mattancherry and Fort Cochin.

8.9. The Committee desired to know as to how the expenditure, 
much in excess of the sanctioned amount of Rs. 1-54 crores. was 
incurred on the scheme without the sanction of the Government of 
India. The Finance Secretary informed the Committee that it 
could not be said that the money was spent without the sanction 
of the Government of India. Every year, the Central Government 
and the Planning Commission were approached for getting neces
sary sanction to execute the scheme. He added that considerable 
time elapsed by the time the sanction has received. In order to 
avoid such circumstances, the schemes for which sanction was 
obtained for one year was continued. Every year, during the Third 
Five Year Plan, funds were provided for this particular scheme. A 
sum of Rs. 135.71 lakhs was spent during the Third Five Year Plan. 
It was, therefore, clear that the Government had made provisi«is 
for this particular scheme and had allotted funds year to year.

8-10. In reply to a question, the Secretary, Health and Labour 
Deipartment stated that the money was ^ n t  in anticipation of the



sanction of the Government of India. The Government of Kerala 
also had not formally issued the sanction but provision had been 
made in the budget.

8.11. On being asked about the terms and conditions on which tha 
loans were sanctioned by the Government of India, the Finance 
Secretary stated that some of these loans were sanctioned as mis
cellaneous development loans. These loans were to be returned 
from the fourth year after these were sanctioned and repaid by the 
10th year and rate of interest was 4i per cent. Loans for water sup
ply and drainage scheme carried an interest of 5 per cent repayable 
in 16 annual equated instalments.
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8.12. In reply to a question, the Chief Engineer stated that the 
work was started on the revised scheme after 1959. The tender was 
invited on the basis of the revised scheme. In certain cases the 
work was awarded to the lowest tenderer.

8.13. The Committee desired to be furnished with further infor
mation on the following points: —

(1) A detailed note showing to what extent the increase in 
cost was due to revision of the scheme and to what extent 
the increase was due to increase in cost of materials.

(2) Note showing reasons for the increase in expenditure.
(3) Whether the amounts were sanctioned by Government 

of Kerala or Government of India.
(4) In how many cases, the works were given to the lowest 

tenderer.
(5) Circumstances under which the estimates were revised.
(6) Further details on the Para.

The notes have been received and are at Appendix XLV.

8.14. The Committee regret that the Emakulam-Mattancherry 
Water Simply Scheme approved in principle more than a decade ago 
by the Central Government has not been completed till this date, 
fliey are sonry to find that,this scheme which was agreed to in 
pgfadpie by Government of India in 1955, got the administrative 
apprevaf 1^ the State Government in 1957 and the work was comr 
menced only in September, 1959. Such delays had not only resulted 
in die late c«MU|»letion ot the scheme bat has also cost Govemmcnli 
more as the eoat ool different items of the schemes had gone up.



8UK. Hie Cemmittee alao deplore tiie imsatiirfactairy way in wldch 
A is sdleme has bem initially drawn up, revised md implemented.

flie work on Hie scheme had commenced ini'S^tember, 1959„ 
the Sitaite CUMremment in Novdmiber, 196& enlarged the scheme and 
proposed a revised estimate and without the approval of the €iovi> 
«nynent of India, tiie first stage of the revised sdaenM is being exe
cuted. In evidence, it was stated that tlie original estimate of Bs. 1.54 
eroees was only a project estimate and no detiuled estimate had 
been carried out at that time. It was stated during evidoice 
that the e t̂imaite was proposed without adequate details and proper 
investigation. Many items of work could not be estimated with a 
fair degree of accuracy. That was why the scheme had to be com
pletely revised. It was added tiiat Rs. 1.54 crores was a lumpsum 
estimate. All these factors indicate that the scheme was not con> 
sidered fully in detail and it was being implemented in a haphazard 
manner. They also deprecate the method adopted by Government 
in incurring the eiqienditure on the scheme without the sanction of 
the Government of India. The Committee trust that in future the 
State Governmient would be more careful in this respect and take 
proper sanction of the Govenunent of India before incurring hufle 
expenditure on schemes to be implemented with central assistance.

Non-recovery of dues from a contractor, sub-para (a)
8.16. The contractor executing the work of constructing a treat

ment plant at Alwaye did not account for 4,51,566 oft. (cost: 
Bs. 1,33,664 at issue rate of Rs. 296 per 1000 eft.) out of 6,42,876 eft 
of rubble obtained by blasting rock. This was reported to the Chief 
Engineer i'n November, 1964; his remarks were awaited till Febru
ary, 1966. No recovery has also so far been efieced from the con
tractor for the shortage.

8.17. The Committee desired to know whether the recovery in 
respect of the balance quantity of rubble had been made. The 
Secretary, Health and Labour Department stated that the recoveries 
had already been made and the entire quantity of rubble had been 
accounted for. The Chief Engineer stated that the recovery was 
made in March, 1966 and the Audit was informed on 5th Septem
ber, 1966 when the final accounts were received The Chief En
gineer further added that the rubble was in 3 categories and all the 
quantities were not utilised. In reply to a question, the Secretary, 
Health and Labour Department stated that out of a total quantity 
of 6,42,876 eft. of rubble, only 1,80,362 eft. of rubble was issued to 
the company for piuification. The balance had been used for re
filling work, construction of Intake well. Retaining wall atid for 
levelling purposes. 24858 eft. of rubble had been sold in auction.
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8.18. On being asked as to how it wsis ensured that the 3,48,000 
eft. of rubble issued for the piupose of levelling had been utilised 
in full, the Chief Engineer stated that the utilisation of the r&bble 
was recorded in the measxirement book and the Executive Engineer 
had to check the entries in the book. About the proper utilisation, 
the Secretary added “I checked with the Engineers and they have 
records to prove. I was satiirfied with it.” In reply to a question, 
the Chief Engineer stated that the rubble for levelling purposes 
was issued in 1963. On being asked as to why it was not explained 
to audit, the witness admitted that it was an omission.

8.19. The Committee diesire that Finance Departmen.t should' 
issue instructions that Audit should invariably be informed of the 
correct factual position in respect of draft Audit paras in time.

Inptictuous expenditure—Suh-para (b)
8.20. The work of constructing a retaining wall along the Periyar 

river bank on the eastern and western sides of the i'ntake well (for 
protecting it from the fiood waters) was almost completed in June,
1964, at a cost of Rs. 30,285. In July, 1964, after final payment 
was made to the co'ntractor, the wall on the eastern side collapsed 
and that on the western side developed some cracks. The Assis
tant Engineer, Head Works Sub-division, Alwaye who cofnducted an 
investigation into the mishap reported to the Executive Engineer, 
Public Health Division, Alwaye in February, 1965 that the damage 
was partly due to the use of second quality rubble obtained at the 
site for the construction ô  the wall and partly due to the sudden 
collection of water at the site on account of heavy rains and conse
quent pressvure on the wall. No final orders have been passed so 
far (January, 1966) regarding the responsibility of contractor or 
officials in this behalf. A proposal to discard the whole structure 
and to construct another retaining wall was stated to be under con
sideration of the department (October, 1965). The intake well was 
meanwhile given temporary protection by reinforcing the founda
tion with rubble at a cost of Rs. 1,300.

Explaining the position in this case, the Secretary, Health and 
Labour Department informed the Comnvttee that the C!hief Engineer 
had called for the report of the Superintending Engineer. The de
cision arrived at after the examination of the case was that the 
collapse of the wall was due to the use of second quality rubble that 
was obtained at the site and due to the unexpected floods during 
monsoon. The witness further added that the use of second quality 
rubble did not involve any risk.
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8.22. Asked whether it was a deliberate decision to use second 
quality rubble, the witness stated that the Chief Engineer had ap
proved’ the design and the second quality rubble was used “know
ingly” and as per his instructions. The failure according to the 
Investigating Officer was “due to the adoption of the conventional 
method in the design of dry retaining wall without analysing the 
stability of the wall against all possible disrupting forces,”

8.23. On being asked whether any responsibility had been iixed 
for adopting the particular design and permitting the use of second 
quality rubble, the Secretary, Health and Labour Department stated 
that no responsibility was fixed, because it was stated in the report 
that the collapse of the wall was due to unexpected rains. The 
report was received o’nly a few days back.

8.24. On being asked about the reasons for the delay in conduct
ing the enquiry into the collapse of the wall, the Secretary, Health 
and Labour Department stated that normally it was the duty of the 
Engineer concerned to investigate into any mishap within a reason
able time. Government came to know of the mishap only when the 
Audit para was received. A report was called for immediately. 
It was not enquired as to why investigation into the mishap was 
not done immediately.

8.25. In reply to a question, the witness stated that there was 
no machinery for checking such failures. Usually the officers con
cerned were to report the mishap but in the present case, they had 
not reported.

8.26. I’n reply to a question the Chief Engineer stated that the 
actual date of the collapse of the wall was 28th July, 1964, this wall 
was constructed just two months before. The Secretary Health and 
Lebour Department stated that the Govemmettit came to know of 
the collapse of the wall on 13th August, 1965, when the Audit para 
was received. The Chief Engineer added that the Executive Engi
neer who was on the spot had reported to the Chief Engineer on 
29th July, 1964. Government was not informed of the mishap 
because the Chief Engineer did not consider it as a major item. On 
being asked about the distinction between the major and the minor 
incidents, the witness stated that only disastrous accidents were 
reported to the Accountant General and the Government immediately 
after occurrence. By accident it was meant, the death of a person 
during the course of work or some major collapse.

8.27 The Finance Secretary further added that according to 
Article 320 of the Kerala Financial code, damage to immovable pro
perty should be reported immediately to the superior authority and
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to head of the ctepartmesok who would in turn repoort to Ihe 
Gevemment. I(i the case of petty loss not exceeding Ra 300 and 
which did not appear to involve any important feature .re^uirins 
detailed investigati(»i and consideration, the iMreliminary and final 
reports were to be sent only to the authority competent to write
off.

8.28. In reply to a question, the Chief Engineer stated that the 
then Chief Engineer had visited the spot after the accident but did 
not report to Government or ask the Executive Engineer to take 
any further action. After the Audit para was received, the matter 
was looked into and the Chief Engineer had recorded that nobody 
was responsible. In reply to a further question, the witness stated 
that the total amount involved in the contract was Rs. 33,000. The 
Executive Engineer who was directly under the control of the Chief 
Engineer had invited the tenders. The Chief Engineer further add
ed that before the collapse of the wall, the items were measured, 
checked by the Junior Engineer, Assistant Engineer and also by the 
Executive Engineer. In reply to a question, the witness stated that

'the Department did not get reports dvuing the course of the work,, 
except when there was necessity to get orders from the Chief En
gineer. On being asked as to who was the sanctioning authority and 
whether sanction of the Government was required for the work, the 
witness stated that the Chief Engineer was the sanctioning 
auhtority, the work could be done by him but a report had to be 
sent to the Government after the work was over.

8.29. On being asked whether any enquiry was conducted to find 
oot the responsibility of the contractor in. this case, the Chief En
gineer stated that the enquiry was conducted into his aspect and 
also the responsibility of the supervisory officers. The rubble was 
issued by the Department and the contractor had used the rubble 
according to the directions of the supervisory officers and the speci
fications in the tender. The contractor a'nd the supervisory oiBcer* 
were not responsible.

8.30. In reply to a question, the Secretary, Health and Labour 
Department informed the Committee that there was no proposal 
at that time to build a pucca retaining wall with suitable reinforce- 
meflts or superior rubble particularly' because such a construction 
would have cost heavily and the available quantity of rubble would 
have found little use otherwise.

8.31. The Committee regret to find that immediately after cons- 
thutioB of tile retaining walls along the Periyar river hank on the 
Eattem and WeaDem sides at a cost of Rs. 30,285, the wajll on the



eastern side collapsed and tiie wall on the Western side developed 
4ome cracks* What is more disturbing to the Committee is that no 
reî <nuiiMlity had lieen fixed although the failure of the 'wail was 

iound to be “due to the adt^tion of tlie conventional method in the 
design of dry retaining wall without amdysing the stability of the 
wall against all possible disrupting forces/’ and use of second quality 
rubble.

.8.32. They are also surprised to find delay in conducting enquiry 
into die causes of the collapse tof llie wall as Government came t» 
know of the mishap only when Audit pointed it out. The CkHnmit- 
tee take a s^ious view of this lapse and dasire that responsibility 
should be fixed for non-observance of provisions of Article 320 of the 
Kmrala Financial Code regarding damage ito immovable pr<^rty.
<Quilon Water Supply Scheme, Para 38—Pages 44—46

8.33. (a) The work on the scheme was commenced in July, 1956 
to be completed by March, 1961. The scheme was partially com
missioned in February, 1963 and was almost completed by March,
1965. Water connection had been given to 636 street taps tally; no 
house connection has bee'n given (May, 1965) as the scheme has not 
been handed over to the Muni<ripality pending settlement of the 
terms of the transfer. A large amoimt of Governme?nt expenditure 
thus stands locked up without commensurate benefits. The delay 
of about 4 years in completing the scheme was attributed mainly 
lio difficulties (temporarily overcome by using pipes of smaller 
capacity than required) in layi'ng the main pipe line along the 
existing Neendakara bridge, in taking the pumping main across a 
canal involving the constructiom of a foot bridge but foreseen origi
nally, in laying gravity mains and distribution lines underneath the 
railway tracks, etc.

8.34. (b) Some particulars regarding the cost of the scheme are 
given below: —

Cost of construction (Rupees in lakhs)

Original estimate (1956) excluding Rs. 40 lakhs by way 
of contribution of materials by the Norw^ian-iodia 
Foundation . . . . . . . 53'00

'Revised estimate (proposed in June) 1963 but awaiting Go
vernment approval ; excluding contribution of Rs.
40 lakhs from the Norwegian-India Foundation . 1,08 ■ 61

■Expenditure incurred upto the end of March, 1965 (ex
cluding the value of materials received from the 
Norwegian-Iodia Foundation) . . .  ̂ 93*<̂ 5
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8.35. The scheme is being financed out of loans from the Gov
ernment of India. The scheme has been executed by the State 
Government to be made over to the Quilon Mimicipality, 50 per 
cent of the cost being treated as gra’nt and the balance 50 per cent 
as loan from the State Government.

8.36. Explaining the position in this case, the Secretary, Health 
and Labour Department informed the Committee that the pipes 
were received free from the Ittdo-Norwegian Foundation. A num
ber of reasons had contributed to the delay in the construction and 
execution of the scheme. One of the reasons was the difficulty in 
taking the pipes across a wooden gfirded bridge at Neewdakara. The 
Chief Engineer added that the bridge across the National High way 
from Quilon to Alleppey was old. It was under the Public Works 
Department. Therefore, several alternatives were discussed with 
the P.W.D. which took some time.

8.37. On being asked about the reasons for the delay of four 
years, the Secretary, Health and Labour Department stated that the 
negotiations were started even in 1957 and the proposals were fina
lised in 1962. The two departments had come to an understanding 
and it took two to three years to come to a final decision. Asked 
whether there was any delay which was not anticipated, the wit
ness stated, “no particular reason which would not be anticipated” . 
There was some difficulty in so far as the main canal was concern
ed which could have been really anticipated.

8.38. Regarding the reasons for the increase in the cost of the 
scheme by more than Rs. 40 lakhs compared to the original estimate, 
the witness stated that the cost of the various items had gone up. 
The main items were the increase in the cost of improvement of 
earthern bunds, land acquisition and construction. These items 
were already included in the original scheme. The increase in the 
cost was due to the delay in the execution of the scheme. The 
final estimate of the scheme now was Rs. 1,59 lakhs, including the 
Norwegian aid of Rs. 40 lakhs as against the original estimate of 
Rs. 93 lakhs.

8.39. The Committee desired to know whether the scheme had 
been completed. The Secretary, Health and Labour Department 
stated that the scheme had been completed and the distribution sys
tem had already been handed over to the Municipality on the 15th 
March, 1966. 230 persons were given house connections. Even be
fore the scheme was handed over to the Municipality preconnec
tions were given. In reply to a question, the witness stated that 
separate accounts had been maintained in respect of the materials.
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received from the Indo-Norwegian foundation and an agreement 
had been executed.

8.40. The Committee are unhappy to note that the Quilon Water 
Supply Scheme which was to be completed by March, 1961 was com’  
pleted after March, 1965, entailing a delay of more than 4 years.

8.41. As regards the delay of four years, it was learnt during 
evidence that the main factor was the time taken in the inteiv. 
departmental negotiations in settling certain operational details.

8.42. The Commiittee see no reason for the abnormal time (tww 
to three years) taken to come to a final decision between two de> 
partments as this delay not only delayed the completion of the 
scheme by 4 years but also resulted by March, 1965) in an extra 
expenditure of about Rs. 40 lakhs to the Exchequer, as the cost of 
various items had gone up. The Committee would like the State 
Government to improve the co-ordination amongst various depart
ments to avoid such abnormal delays in settling issue that may: 
come up from time to time.
Infructuous expenditure—Sub-para (c) (i)

8 43. A ring bu’nd for the intake of water from the Sasthamcottah 
lake to the pump house sank bodily in the loose slush in April, 1959 
before it could be completed. As attempts to strengthen the bund 
also failed it was finally decided not to have a ringbund at all but 
only an open channel. The infructuous expenditure, being the cost 
of the ring bund abandoned, amounted to Rs. 26,275.

8.44. Explaining the position in this case, the Chief Engineer 
stated that the ring bund was a temporary structure that was put 
up to isolate the foundation. Investigations in regard to the soil 
conditions were not done for putting up the ring bund.

8.45. The Committee desired to be furnished with a note as to 
whether adequate investigation of soil conditions was made b^ore 
deciding to construct the ring bund and whether any enquiry was 
conducted to fix responsibility.

8.46. The note (Appendix XLVI) has been received. In the note 
it is stated that no investigation of soil condition was made before 
deciding to construct the ring bund. The Chief Engineer (PHED) 
has been asked on 30th September, 1966 to conduct an enquiiy and 
to fix the responsibility in the matter.

8.47. The Committee may be apprised of the outcome of this 
inquiry.
Craftmen Training Scheme—Para 43—Pages 49-50

8.48. In order to meet the increasing demand for skilled workers 
and foremen in different trades, a comprehensive craftmen training
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scheme was started in 1957-58 in the State; for this purpose ID In
dustrial IVaining Institutes were established by the -end of 1963^.

‘S.W. 'Sibtty per cent of the expenditure on the gcliKme is borne by 
the 'Government of India. An expenditure of Rs. 1,71.60 lakhs was 
incurred on the scheme during the period 1957-58 to 1963-64.
(a) Abandoned sch&mes

8.M A  Pilot Centre of work and orientation and three work and 
orientation centres proper were discontinued after incurring a total 
expenditure of Rs. 10.30 lakhs; the schemes which these centres were 
to implement were not considered successful by the department. 
The particulars are given below: —

Particulars of the scheme
(i) The pilot Centre of work and orien- 

was established at Kalamas- 
sery in March, I957. The Scheme 
aimed at providing training to the 
educated unemployed in the State 
so as to enable them to secure fresh 
avenues of employment as petty 
entrepreneurs or to orient themselves 
for employment in large industrial 
and commercial concerns. The 
eakpenditure incurred on the scheme 
upto February, 1959 was Rs. 
3-13 lakhs (non-recurring : Rs. 
0-48lakhs; recurring: Rs. 2-65 
liikhs).

Remarks
Three sessions were conducted 

during March, 1957 to Sep
tember, 1958 in which 643 
persons were trained. The 
scheme was given up in No
vember, 1958 as the depart
ment considered that the train
ing imparted was not adequate 
enough to acquire sufficient 
skill in a trade to enable the 
trainees to start independent 
business.

(iOWork and Orientation centres of Two sessions at Kalamassery
revised pattern at Kalamassery, 
Chalakudy 'and Trivandrum were 
established between February, 1959 
and August, i960.

The expenditure incurred upto Fe- 
;brUary,i9fe was Rs.7*i7 lakhs 
(rion-tecurrtng : Rs. 3 • 04 lakhs and 
Incurring : Rs. 4*13 lakhs).

and one each at Trivandrum 
and Chalakudy were conducted 
daring the period from Fe
bruary, 1959 to February, 1962; 
249 persons were trained as 
against the target of 400 
trainees.

The scheme was abandoned in 
February, 1962 as' the depart
ment ' considered that it did 
' not produce good response from 
’ trainees.

•'8.51. The Committee desired , to know whether any evaluaticm of 
the scheme was made by the Government of India or by any -agency 
of the State Government. The Secretary, Health and La^ur De
partment informed the Committee that the craftmen'Training was 
launched by ‘4he Government of India. No detailed evaluation of



the scheme was made, but a survey was conducted locally. Baaed 
on that survey, it was seen that about 69 per cent of the people who 
had undergone this training were aible to get jobs out side. A com
prehensive survey was being arranged shortly. In reply to a ques* 
tion the witness stated that the orientation scheme was based on 
the planning Commission’s suggestion which was to prepare educat
ed people for employment. Then the scheme had to be changed be
cause it did not solve the problem. Then it was thought that some 
technical trai'ning should be given and that was also changed. 
'Actually the scheme had not been abandoned. It was a pilot scheme. 
It was changed three times. Finally it was merged in February,
1959 with the Technical Trai'ning Scheme of Kerala. On being 
asked about the number of persons benefited by the scheme, the 
witness stated that upto 1964, 643 persons were, benefited in the 
first ;pilot scheme and 400 in the second schem'e. In reply to a ques
tion the witness stated that each course was of 18 months' duration.

8.52. The Committee desired to be furnished with further in
formation on the following points:

(1) Break up of expenditure of Rs. 171.60 lakhs.

(2) Statement showing the number of persons trained under
the scheme.

The note has been received and is at Appendix XLVII.

8.53. The Committee re;gret that the Craftsmen Training Scheme 
which was started in 1957-58 and on which Rs. 171.60 lakhs was in
curred by Govemmeint had to be changed three times as it did not 
meet the requirements for which it was started. lliey feel diat 
such a scheme on which such huge amounts are spent should bo 
taken in hand only after it has been examined! iu ftill in all a^»ects.

iJS4. The CJonunittee suggesit that ini view of the large expendi
ture of Rs. 171.60 lakhs incurred <m tiie scheme, the State Govern
ment should undertake a proper evaluation of the operation of die 
scheme to assess the real benefits derived from the scheme against 
the anticipations.

^35. The Committee also suggest that a periodical evaluation of 
schemes involvii^ an expenditure over Rs. ten lakhs should be 
undertaken. “The Committee also desire that in respect of schemes 
substantially financed by the Central Government, Government of 
India should ensure that such evaluation is .periodically made and 
iiie results intimated to them.



Excessive\idle machinery and equipment—Sub-para (b) (i).

8.56. As at the end of June, 1965, 80 items of equipment^ andi
machinery costing about Rs. 1.22 lakhs purchased during February, 
1955 to March, 1965 were stocked in seven of the institutions in ex
cess of the scale prescribed by the Directorate General of Employ
ment and Training. This has not been regularised (December,
1965).

8.57. The Committee desired to be furnished with a written note 
on this sub-para.

8.58. The note has been received and is at Appendix XLVII. In 
the note, it has bee’n stated, inter-alia:

“The position of all equipments based on the revised list ef
fective from 1-8-1966 is being reviewed. Many of the 
items now remaining surplus are expected to meet de
ficits in the Industrial Training Institutes based on the 
revised lists. The Government of India is being ad
dressed to approve the retention of above items, in ex
cess of the standard list prescribed from time to time” .

8.59. l%e Committee take a serious view of the purchases made 
in excess of the scale prescribed by the Directorate General of Em
ployment and Training. They trust that in future every care would 
be taken to make purchases within the prescribed limits.

Recovery of cost of training from the trainees—Suh-para (c)

8.60. At the end of December, 1964 an amount of Rs. 46,147 relat
ing to the period 1959—64 was due for recovery from 284 trainees 
who had left the training incomplete. Out of this, recovery was in 
default in 185 cases and proceedings under the Revenue Recovery 
Act were instituted. An amount of Rs. 20,897 is reported to be still 
outstanding in these cases (December, 1965).

8.61. The Deputy Apprenticeship Advisor informed the Com
mittee that an up-to-date statement in regard to the recovery had 
already been furnished to the Accountant General. The Committee 
desired to be furnished with a copy of the up-to-date statement fur
nished to the Accoimtant General in regard to the recovery of 
Rs. 20,897.

The note has been received and is at Appendix XLVIII. From 
the note, the Committee find that as in October, 1966, a sum of 
Rs. 15,235.46 was due from 147 trainees who had defaulted payment.”
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8.62. The Committee ‘would like to be informed of the recover
ies made from the 147 trainees.

Trivandrum Water Supply (Augmentation) Scheme—Para 40 
Pages 47-48.

8.63. A scheme for augmenting the capacity of'the water supply 
system of Trivandrum city from 4.5 million gallons per day to 20" 
million gallons per day was taken up for execution in March, 1961. 
An expenditure of Rs. 85.92 lakhs has been incurred on the scheme 
upto the end of June, 1965; an amount of Rs. 65.43 lakhs has been 
received to the end of March, 1965 as loan from the Government 
of India.

8.64. Government had not accorded sanction for the scheme as a 
whole till February, 1966; expenditure was being incurred on part 
of the scheme (termed “first stage” , estimated cost: Rs. 1,00 latos) 
sanctioned in November, 1961.

8.65. 3,419 cast iron pipes purchased for conveyance main dur
ing March, 1961 to June, 1965 at a cost of Rs. 48.71 lakhs remained 
unutilised till August, 1965. These included 2,408 pipes costing 
Rs. 34.91 lakhs purchased during March, 1961 to March, 1964. Land 
for about half the length of alignment of mains pipe was acquired 
at a cost of Rs. 3.75 lakhs and made available to the department dur
ing March, 1964 to May, 1965, but orders for cast iron specials re
quired for laying the pipes were placed only in June, 1965 and these 
were expected to be received only during March, 1966 to April, 1967.

8.66. Explaining the position in this case the Secretary, Health 
& Labour Department informed the Committee that the final esti
mate of the project was Rs. 543 lakhs as against the original estimate 
of Rs. 302 lakhs. In reply to a question, the witness stated that the 
Government of Kerala had approved a scheme costing Rs. 332 lakhs 
and had forwarded the same to the Government of India. In the 
meanwhile, an administrative sanction for Rs. 100 lakhs was ac
corded.

8.67. In reply to a question, the Chief Engineer stated that there 
was some delay in the acquisition of land. Then certain difficulties 
were encountered while laying the pipes. Advance orders for pipes 
were placed because it was thought that it would take 5 to 6 years 
to get the pipes.

8.68. The Committee regret to find that though the schone for 
augmenting the capacity of the water supply system of Trivandrum^
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m
<cs<3T 45 anillioa gadUtas per 4agr to 20 million gallons per day 
was taken up for execution in March, 1961, land for about half the 
length of alignment of mains pipe was acquired only during Mtoch*
1964 to May, 1965 at a <iost of He. 3.75 IdiSis and made available to 
the O^Mrtment and the orders for cast iron specials required for 
laying the pipes were placed only in June, 1965 and these were ex
pected to be received only during March, 1966 to April, 1967.

8.68. The Committee suggest that die Government should con
duct an enquiry nito -Hie entire planning and execution of the schemc 
dn order to find out |bs to (i) how far the dday in the executioni of 
Alie scheme and the consequent locking of the funds were avoididble;
(ii) how far the procurement of sitores had been delayed; and

l(iii) how far the expendilwe on eshtablishment could have been 
curtailed by propw co-ordination.

The Govemmrat of India should also be kept Informed of the 
progress of the scheme.

8.70. The contract for conveyance of pipes from 1st September,
1964 onwards was awarded to the lowest tenderer on 18th August,
1964 stipulating that the contractor should provide himself with all 
implements, cranes, etc., required for the work. He, however, 
requested on 31st August, 1964, that either he might be allowed a 
-month’s time to start the work or allowed the use of the depart
mental crane for an initial period of one month, by which time he 
would acquire a crane of his own. The department rejected both 
the requests and awarded the contract on 20th October, 1964 to the 
second lowest tenderer who was then conveying the pipjes, as an 
interim arrangement, with the departmental crane. At his request 
"he was allowed to continue the interim arrangement, of using the 
departmental crane till 4th December, 1964. The extra expenditure 
computed with reference to the lowest tendered rate of August, 1964 
in respect of the work amounted to about Rs. 10,170.

8.71. The Committee desired to know the papers in which the 
tender notice was published. The Chief Engineer Public Health 
Engineering Department informed the Committee that the tender 
notice was publi^ed in the Government Gazette and in one Mala- 
^ailam paper in Trivandrum on 6th July, 1964 and 20th July, 1964. 
The last date for the acceptance of the tender was 30th July, 1964 
and the tender was finalised on 18th August, 1964. The work was 
to be started on 1st August, 1964. On being asked about the reasons 
for the delay in giving the sanction to the concerned contractor, 
the witness stated that according to the condition of the tender.



tiw tenders were to be considered for acceptance within a period* 
of two months beyond the date of opening of the tender and the 
tenderers were not free to withdraw or modify the tenders. Li 
reply to a question, the witness stated that the work could not be 
commenced before the tenders were finalised. But work was being 
carried on by the previous contractor. The Secretary, Health & 
Labour Department stated that the Chief Engineer had extended 
the period of the previous contract for a further period of three 
months. The C!hief Engineer, Public Health Engineering Depart
ment added that the initial period of the cotntract was to end on 
30th June, 1964. The Chief Engineer had the option to extend the 
contract for a further period of six months according to the terms 
of the contract, but the contract was extended only for three 
months. The notice extending the period of the contract from 1st 
July, 1964 for a further period of three months was issued to the 
conlracter on 24th June, 1964. In reply to a question, the witness 
stated that the contractor and not agreed to comply with the 
notice. In the meantime gome wagons were lying for clearance in 
the railway station. The Chief Engineer had asked the Executive 
Engineer to make alternative arrangements by giving the depart
mental crane on hire basis to the interim contractor. In reply to 
• further question, the witness stated that the tenders were opened' 
and tabulated by the Executive Engineer and sent to the Chief 
Ei^ineer for orders on 3rd August, 1964 with a letter. The witness 
added that the usual practice was to open the tenders in the 
presence of the contractors and there were records to show that 
the contractors were present when the tenders were opened. The 
Chief Engineer had passed order on the tenders and it was com
municated in a Memo to the Executive Engineer on 14th August,
1964. The Executive Engineer had issued a notice to the contractor 
on 18th August, 1964 regarding the award of the tender and the 
notice was received by the contractor on 21st August, 1964. The 
contractor was asked to contact the Executive Engineer within 
seven days. Instead of contacting the Executive Engineer, the 
contractor wrote a letter to the Executive Engineer on 31st August
1964. In reply to a question, the witness stated that the work 
thould have started within 18 days from the date of awarding the 
tender. (The tenders were valid till the end of September i.e. for 
two months from 1st August, 19164). On receipt of the letter from 
the contractor, the Executive Engineer had again addressed a letter to. 
the Chief Engineer. A Memo was issued oft 5th September, 1964' 
stating that the contract was awarded in favour of the contractor 
who happened to be the lowest tenderer and also because he had 
not asked for tiie dl^rtnnental crane. The Rcecutive Engineer in 
bis letter dated 14th September, 1964 had stated that the depart
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mental crane could not be made available. Thereafter the Chief 
Engineer had issued a Memo, on 3rd October, 1964 to the Contractor 
to meet him on 5th October, 1964 in his office to discuss the mfttter 
with regard to the conveyance of pipes. The contractor met the 
Chief Engineer on 5th October, 1964. There was a chit in the file.
It was stated therein that the contractor was not prepared to do 
the work and other arrangements were to be made at the risk and 
cost of the contractor. No reasons were recorded in the file in this 
regard. In reply to a question, the witness stated that the other ar
rangements were to give the work to the next lowest tenderer. The 
Chief Engineer had ordered that the work was to be given to the 
next lowest tenderer as per the tender conditions. In reply to a fur
ther question, the witness stated that the orders of the Chief Engineer 
were recorded by the Technical Assistant. The contract was given 
to the second lowest tenderer on 20th October, 1964 and the lowest 
tenderer was informed on 13th November, 1964. Explaining further, 
the witness stated that generally, it was the lowest tender which was 
accepted. The officer who gave the tender must also be convinced 
that the lowest tenderer was in a position to deliver the goods. But 
it could not be insisted that the lowest tenderer should be given the 
work. It was found from the files that the lowest tenderer was given 
■enough time and opportunity from August, onwards. On being ask
ed whether the first contractor had failed to deliver the goods, the 
witness stated that there were not sufficient reasons adduced by the 
X^hief Engineer as to why the first contractor was not able to deliver 
the goods. In reply to a question the witness stated that the policy 
of the Department was not to give the departmental crane but in the 
second case the Department was forced to change the policy. On 
being pointed out that when the system was changed, the contract 
could have been awarded to the first contractor, the witness stated 
that the Chief Engineer had clearly put down that the contractor did 
not seem to be sincere. The lowest tenderer wanted the departmen
tal crane for one month, if he was given the crane there would have 
been a charge that the Executive Engineer had favoured a tenderer 
and was not following the conditions o? the tender.

8.72. The Committee would like to stress certain aspects connected 
with this case. In his letter dated 31-8*1964 the lowest contractor 
had asked for the use of the departmental £rane for the short period 
of one month or to be i^ven one month’s time to begin the work 
These requests were rejected. But complete record «f the discus
sion that took place betweoi the Chief Engineer and the contractor 
in this cminection had not been maintained. Further, as required 
undo* the rules, reasons were also not recorded when the lowest 
toider was rejected. The tenderer was informed about the cancel*
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nation of his tender only tm 13-11-1964 whereas the work was 
awarded to the second lowest contractor im 20-10-1964, who was also 
given' the benefit of the use of the departmental crane. It, therefore, 
apptears to the Committee that the tender was considered not ôn{ 
merits, but on other grounds. The Committee feel that this case 
discloses an act of favouritism shown to a particular contractor by 
ignoring, the legitimate claims of the lowest contractor. The Com
mittee would like Government to take suitable steps to ensure that 
such cases do not recur.

8.73. The Committee suggest that Govt, should issue clear instruc
tions that in all cases of tenders a complete record of the discussion 
should be maintained and the reasons should also be invariably 
recorded in the event of rejecting the lowest tender.

8.74. On being asked whether the previous contractor had dis
continued the work, the witness stated that the previous contractor 
had discontinued the work on 30-6-1964. The interim arrangement 
was made by the Executive Engineer and the work was done imme
diately by the second contractor.

8.75. Explaining further, the witness stated that the Chief Engi
neer had issued a Memo on 13-11-1964 to the second lowest contrac
tor. As per the Memo the contractor was allowed 4 weeks’ time 
from 20-10-1964 to 16-11-1964. It was also stated that the contract was 
strictly confined to 15 months from the date of starting the work 
of conveyance of pipes for the Trivandrum Water Supply (Augmen
tation) Scheme. The Accountant General informed the Committee 
that the second lowest contractor had asked for the use of depart
mental crane for one month only, but, actually, he had carried on 
the work from 20-i0-1964 to 4-12-1964 by using the Departmental 
crane-

8.76. In regard to the deposit and the agreement signed by the 
second lowest contractor, the Chief Engineer, Public Health Engi
neering Department informed the Committee that there was no 
■communication in regard to the deposit. The draft agreement was 
received by the Executive Engineer on 23-12-1964 and was executed 
on 1-1-1965. The deposit amount was furnished on 5-12-1964. In 
reply to a question the witness stated that this was not treated as 
the fulfilment of the tender conditions. No action had been taken 
in regard to the breach of condition. In reply to a further question, 
the witness stated that the second contractor commenced the work 
on 5-12-1964 with his crane. On being asked as to why the contrac
tor was allowed to use the departmental crane for more than one 
month, the Secretary, Health and Labour Department stated that if 
the Department had refused the use of the crane as an interim
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airangement by the contractor, the result would have been the 
SocumxUation stock in the railway station and liie consequent loss 
to the Department. The use of the departmental crane was not 
strictly according to tender.

8.77. From the notes (Appendix XLJX) it is seen that the interim 
arrangement was continued upto 4th December, 1964 till a regular 
contract was settled with the second lowest contractor. The extra 
expenditure on account of the temporary arrangement from 1st 
September, 1964 to 4th December, 1964 amounted to Rs. 7,107.

8.78; The CMnmittee note tiiat tiie previous contractor diseontip 
mied die work on 30th June, 1964. The interim arrangement was 
made by the Execnttve Engineer and the work was done from the 
16th July, 1964 onwards by the second coatractor and other con
tractors. From the facts placed before the Committee, they cannot 
escape the conclusion that the interim arrangement was continued 
to give the benefit of the use of the departmental crane to the second 
lowest contractor. Further, it is surprising that tlie contraetor was 
allowed cmly 4 weeks’ time from 20th October, 1964 to 16th November, 
19M for midcing his own arrangement for unloading the pipes with
out the hdp of tiie departmental crane. In actual pratice, the 
arrangnment was continued from 20th October, 1964 to 4th Decem- 
bo'. 1964 Le. bejrond the period of 4 wedcs'. No action has been 
taken l>y Hie Department against tliis cmitractor.

8.79. The Contiaet was awarded to the secmid lowest contractor 
on 20-10̂ 1964. The deposit amount was furnished only on 5-12-1964. 
laie draft acreement was received on 23-12-1964 and executed on 
1-1>1965. Tliese ctmeeasiras affoided to the second contractor clearly 
indicate tliat the department Itad deliberately shown undue favours 
to the cmtractor when particularly, tlie use of the departmental 
crane was not strictly according to the tender.

8.80. From tlie facts disclosed in this case, tlie Committee are of 
the opinion that an iKvestigatimi is required to be conducted in this 
case to fix responsiUllty fin- the favouritism indulged in by flifr 
oflleers of the Department in the award of tlie contract.

8.81. The Committee pointed out that the Chief Engineer had 
stated to Audit in April, 1966 that the loss in the case had worked 
out to Rs. 6,419, the earnest money of Rs. 1,500 deposited by the con
tractor was available and further action was being taken to recover 
the amount and desired to know the present position. The Accoun
tant General informed the Committee that the figure shown in the 
audit para was correct and it had been accepted by the Department.
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The Chief Engineer, Public Health £ngineering Department added 
that the lowest contractor had been informed that his earnest money 
could not be refunded until the claims were finally settled. In reply 
to a question, the witness stated that according to the conditions 
of the tender, the recovery from the contractor was justified. The 
Secretary, Health and Labour Department added that strictly ac- 
cordi'ng to the tender, the contractor had violated the tender condi
tion.

8.82. On being asked whether the claim of the lowest contractor 
had been settled, the Chief Engineer, Public Health Engineering 
Department stated that the contractor was liable to pay and the 
department had assessed the liability. The Executive Engineer had 
issued a notice to the contractor. The Executive Engineer had sent 
a letter to the Chief Engineer on 4-6-1966 in which it had been 
stated that as per instructions the contractor was informed that the 
loss sustained in this case was Rs. B,419. The contractor was also 
informed that the earnest money would be adjusted and the District 
Collector would be addressed to recover the balance. On being 
asked whether any legal opinion had been obtained in regard to 
the recovery, the witness stated that no legal opinion had been 
taken. In reply to a question, the Finance Secretary stated that 
under the Travancore-Cochin Revenue Recovery Act all the dues to 
the Government were recoverable. On being pointed out that the 
actual claim was Rs. 10,170 but a notice had been given only for 
Rs. 6,419 the Accountant General, Kerala pointed out that the actual 
loss was Rs. 10.170 but by mistake a sum of Rs. 6,419 had been com
municated by the Department. In reply to a question, the witness 
•stated that the contractor had not signed any agreement. Tender
ing for a work and issuing of selection notice constituted the con
tract. Agreement was necessary for the further execution of the 
contract.

8.83. The Committee fail to understand as to how the Department 
have issued a notice to the lowest contractor for the recovery of 

Ks. 6,419 when the actual loss is Rs. 10.170 as pointed out by the 
Accountant General, Kerala. In the opinion of the Committee the 
action of the Department in trying to recover the loss involved 
from the lowest contractor to whom the contract was not given for 
reas«Mis not justifiaUe, is not correct They suggest that before 
enforcing the recovMy the matter should be re-examined in consul
tation with the Finance and Law Departments.

Expansion of Medical College, Calicut, para 44, pages 50-51.
8.84. The Medical College, at Chevayur (Calicut) established 

during 1957-58 was proposed to be expanded to provide for increase
2451 (aii) LS- 8
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in the number of admissions per year from 100 to 150 students frwn 
19^Bl. The number of admissions was again increased to 180 
imder the Emergency. No firm estimate for the scheme as a whole 
has been sanctioned by Government; as against the tentative esti
mate of Rs. 50 lakhs, an expenditure of Rs. 1,27.35 lakhs has been 
incurred upto March, 1965.

8.85. The existing college hospital is about 5 miles away from the 
college. A separate college hospital within the college campus 
which was proposed to be started by the end of 1964 had not been 
started till February, 1966. This was attributed to delay in the 
construction of a kitchen and a laundry for the hospital (estimated 
cost Rs. 2-10 lakhs) and in the completion of the water supply and 
sanitation works by the Public Health Engineering Department. 
Meanwhile, buildings costing Rs. 30:19 lakhs constructed during 
January, 1960 to August, 1964 for locating the hospital together 
with equipment costing Rs. 3‘12 lakhs purchased during March- 
August, 1965, remained unutilised till February, 19B6.

8.86. Further, a hostel building costing about Rs. 2.04 lakhs was 
constructed during December, 1962 to March, 1964 for Post-graduale 
students. The Post-graduate course itself is proposed to be started 
in the college only during the Fourth Five Year Plan period (1966- 
71). The hostel is meanwhile termed as “Single Officers’ Hostel”" 
and 15 out of 48 rooms available for being let have been allotted to 
such officers in June, 1965. Loss of rent on account of the vacant 
rooms upto the end of July, 1965 is Rs. 14.7B0 computed at a month
ly rate of Rs. 20 per room, fixed in the rules for the hostel proposed 
by the College Council of Administration but awaiting approval by 
Government.

8.87. The Committee desired to know the authority under which 
the expenditure was being incurred far in excess of the tentative 
estimate of Rs. 50 lakhs. The Secretary, Health and Labour Depart
ment informed the Committee that even though a much higher 
amount was required, the Government could not fix the higher 
amount because of plan limitations. A token provision of Rs. 50 
lakhs was made for buildings and other requirements. In reply to 
a question, the witness stated that the amount had not been spent 
without sanction. The Principal, Medical College, Calicut added 
that the total amount spent so far was Rs. 292 lakhs and except for 
the out-door patient block, every thing else had been constructed. 
The present number of students was 950.

8.88. The Committee referred to the non-utilisation of collese 
Hospital Buildings and equipment due to delay in the construction
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oiE a kitchen and laundry for the hospital and delay in completion 
of water supply and sanitary works by the Public Health Engineer
ing l)epartment, and enquired whether the delay was due to the 
lack of coordination and planning. The Secretary, Health and 
Labour Department stated that the Government did not think that 
there was any lack of planning in this case. Some amount of phas
ing was inevitable with the limited amount. In reply to a question, 
the Principal, Medical College, Calicut stated that the total cost of 
kitchen and laundry was Rs. 2;16 lakhs. The witness further added 
that the buildings did not remain unutilised merely because the 
kitchen and laundry were not completed. Those were ready by 
Mecrch, 1966. All the time construction was going on and it could 
not have bee'n possible to utilise the buildings unless these works 
were completed which was the reason for the delay.

8.89. In regard to the loss of rent due to vacant rooms in the 
hostel building constructed at a cost of Rs. 2 •04 lakhs, the Principal, 
Medical College, Calicut stated that the building was intended for 
unmarried staff. Due to lack of funds, the building could not be 
finished iln time. In reply to a question, the Secretary, Health and 
Labour Deptt. stated that the Government in their order, dated 
25-10-62 had sanctioned the hostel for ‘Unmarried staff.

8.90. The Committee regret that buildings for locating the hospi
tal together with equipment remained unutilised for more than a 
year. They hope that by now these are Wing fully utilised.

8.91. They trust that now that construction of the hospital and 
hostel is complete, there will be no further loss of rent owing to 
Bon-aliotment of rooms in the hostel. They also hope that with the 
completion of the hospital and the hostel, the introduction of the 
post-graduate course will also be expedited.

Extra expenditure, para 45, page 51.

8.92. Tenders for the supply of diet articles to the General Hospi
tal, Kozhikode and Mental Hospital, Kozhikode during 1964-65 were 
invited by the District Medical Officer, Kozhikode in October, 1963; 
the acceptance of the lowest tenders was recommended to the Direc
tor of Health Services in March, 19B4. The entire work was not 
allotted to the lowest tenders and parts of the contracts were allot
ted in March-April, 1964, by the Director of Health Services to a 
Co-operative Society at higher rates. This was stated to be in 
pursuance of the general policy of Government to encourage co
operative societies. It is observed, however, that according to the 
Government orders in this regard, co-operative societies shall not
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be given contracts on preferential basis when once the tenders had 
been invited; in these cases, the offers of the society were received 
only in November, 1963, after tenders had been invited. The extra 
escpenditure on the supplies made by the society to the two hospitals 
during 1964-65 was about Rs. 71,800.

8.93. The Grovernment orders giving preferential treatment to 
co-operative societies are not applicable to non-diet articles. How
ever, the contract for the supply of firewood to the Mental Hospi
tal, Kozhikode during 1964-65 was also entrusted to the same co
operative society in preference to the lowest offer received in res
ponse to the tender. This resulted in an extra expenditure of 
about Rs. 4,000.

8.94. The Committee desired to know the circumstances under 
which the District Medical Officer had entrusted the contract to the 
Co-operative Society in contravention of the orders of the Govern
ment. The Secretary, Health and Labour Department informed the 
Committee that the District Medical Officer had entrusted the con
tract to the Cooperative Society and had given some preference 
which was not strictly in contravention of the rules. According 
to the Memorandimi dated 24-10-1963, those Societies which were 
recommended for consideration before 1st December, should be 
considered for giving the contract. The particular Society was re
commended by the District Industries Officer on 11-11-1963. There
fore, the recommendation was strictly within the date prescribed 
by the Government in their Memorandum.

8.95. On being asked as to why a higher price was praid, the wit
ness stated that it was the policy of the Government to pay higher 
prices to cooperative societies so as to encourage them. In reply 
to a question, the Director of Health Services stated that the rate 
of tender was lower. The Secretary, Health and Labour Depart
ment added that the difference between the rates of the 'ower 
tender and the rate of the Cooperative Society was Rs. 71,000.

8.9B. The Committee pointed out that the recommendation of 
the District Industries Officer was only for hand pounded rice and 
enquired the circumstances under which the supply of 15 other 
items were entrusted to the Cooperative Society.

8.97. The Secretary, health and Labour Department stated that 
in the first instance the recommendation of the District Industries 
Officer was only for hand poimded rice. Subsequently, recommen
dation was received for all the items. In reply to a question, the 
Director of Health Services stated that the first recommendation 
was on 11-11-1963 and the second recommendation was on 7-2-1964.
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8.98. In reply to a question, the Secretary, Health and Labour 
Department stated that in October this District Medical Officer had 
issued a notification in the papers for the supply of certain items. It 
was not a regular tender notification and in it items were not speci
fied.

HI

8.99. In reply to a further question the Secretary, Health and 
Labour Department stated that as per Government orders firewood 
was also considered as a dietary article like rice, gram etc. used in 
the kitchen.

8.100. The Committee desired to be furnished witii a detailed note 
showing the composition, membership, etc. of the Cooperative 
Society (Appendix L).

8.101. While the Committee would not like to comment on the 
policy of the Government with regard to encouragement to Co* 
operative Societies, (according to Government orders purchase of 
dietary articles required for Government institutiims niay be made 
from approved Co-operative Societies at 2i per cent below market 
rates and no tenders are required to be called for), they would 
point out that in this case the tenders were called in the first instance 
and the difference between the rate of the lower tender and the 
rates at which supplies were made by the Cooperative Society came 
to as much as Rs. 71,000. This action becomes all the more unjustifi
able in view of the faict that as mentioned in the Audit para “accord
ing to the Government orders in this regard, Cooperative Societies 
shall not be given contracts on preferential basis when once fhd 
tenders had been invited; in these cases, the offers of the Society 
were received only in November, 1963, after tenders had been 
invited.”

8.102. The Committee also fail to imderstand how the District 
Industries Officer in his subsequent recommendation on 7-2>1964 
recommended this Society for other items (other than hand-pounded 
rice) of diet articles, when according to the note furnished to the 
Committee by the Department of Health and Labour, this Coopera
tive Society "is engaged mainly in the production and sale of hand- 
pounded lice, mat weaving, khadi and basket making etc.”

8.103. The Committee desire that any encouragement given to 
the Cooperative Societies should be strictly within the four comeim 
of the Rules and Regulations framed for the purpose.



KERALA STATE ELECTRICITY BOARD
(P ublic W orks D epar tm en t)

Sabarigiri Hydro Electric Project, Para 95, pages 100-104— 9.1. A
Hydro-Electric Project estimated to cost Rs. 24.90 crores, with a 
power generation of 2,26,000 KW at 60 percent load factor was sanc
tioned by the Kerala State Electricity Board in February, 1961. The 
work on the Project was started in March, 1961 and was expected to 
be completed by end of March, 1968. 2 out of the 6 generators con
templated are, however, expected to be completed during 1965-66 to 
generate 1,00,000 KW of electric power. The expenditure on the 
Project amounted to Rs. 27.89 crores up to the end of December,
1965.

9.2. The proposal of the Chief Engineer made in December, 1964 
for the revision of the estimate (without any revision of the physical 
target) of the project to Rs. 35.30 crores is awaiti’ng approval of the 
Board (February, 1966). Consequently, the return anticipated in the 
proposed revised estimate has come down to 5.98 per cent from 
7.75 per cent anticipated in the original project estimate.

9.3. The Committee desired to know the reasons for the revision 
of the estimate from Rs. 24.90 crores to Rs. 35.30 crores without any 
corresponding revision of physicl targets. The Chairman, Kerala 
State Electricity Board stated that the revirsion was due to the in
crease in the cost of labour and materials. Generating equipment 
and a steel pen stock had to-be imported from America Under US 
AID loan. Further, there was an unforeseen slip (“the hill on the 
left inside completely subsided” ) in July, 1963 which had to be recti
fied. The financial implication of the land slip would be about 
Rs. J crore. Explaining further, the witness stated that the power 
house site of the switch yard was levelled. During the monsoon, 
the hill on the left inside completely subsided—and there was cor
responding rise in the level of the channel which had to be removed 
and the, cavity had to be filled in with inibble so that further land 
slips during rains could be avoided. A retaining wall also had to be 
put up. On being asked whether any investigation was conducted 
at the time the project was taken up, the witness stated that a lot of 
investigations were carried out. TTie investigations did not show 
any sign of land slip.

IX
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'9.4. In reply to a question, the witness stated th^t the Electricity 
Board had consulted the Board of consultants. The consultants had 
inspected the site and had tendered advice. The rectification works 
were started only after their recommendation was received.

9.5. On being pointed out that some blasting work was going on 
near the area, the vritness started that the blasting was going on in 
the power house site and the tunnel which had nothing to do with 
the land slip.

9.6. The Committee have been furnished with further information 
on the following points (Appendix LI):

1. A copy of the report of the investigation in regard to the
land slide.

2. Was the land slide due to blasting of rock going on in the
tunnel nearby?

9.7. In reply to a question regarding the large variation between 
the original and the revised estimates, the witness stated that the 
additional cost had to be incurred on the equipment which the Board 
had to get from America. America prices were higher than what 
was estimated in 1959. 'Fhe Chief Engineer (Civil), Kerala State 
Electricity Board informed the Committee that steel for the 6 ft. 
6 inches diameter pen stock pipes and the generators were to be 
imported from America. On being asked whether the Hindustan 
Steel Limited were approached for such equipment, the Chairman, 
Kerala State Electricity Board stated than such equipments were 
not available indigenously. The Chief Engineer (Civil) Kerala 
State Electricity Board added that in regard to the Kakki Dam the 
original estimate of Rs. 429 lakhs had been revised to 790 lakhs. In 
the original estimate, a masonary dam was proposed, but later, ac
cording to the advice of the consultants, it was changed to a con
crete dam. The height of the dam was also increased for some more 
storage. In reply to a question, the witness stated that because of 
the change in the design the Board had gained two years. Further 
whereas about 25,000 eft. could have been attained by rubble maso
nary, by mechanisation 50,000 eft. had been attained. Asked whether 
any advice was taken as to whether the dam should be a concrete 
one or otherwise the Chairman, Electricity Board stated that they 
had very able consultants under whose advice it was done. The 
C.W.P.C. had also agreed to this view.

9.8. The Committee inquired as to why a reply was not sent to 
Audit so far in regard to this draft para which was sent to the De
partment sometime in May-June, 1965. The Chairman, Kerala State
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Electricity Board stated that the Board wanted to collect all the 
relevant facts in regard to the paras from the field. The witness 
however promised that in future the Board would see that th^ draft 
Audit paras were given prompt attention and replies were given in 
time. Hie Secretary, Public Works Department stated that the ten
dency was to answer the para in full. When the draft paras were 
received, the office usually did not put it up to the Chairman and it 
would not come to his notice. Recently instructions had been issued 
and it had also been decided that as soon as the draft audit paras 
werse received, the draft para should be placed before the Chairman, 
and the full Board and answers prepared by calling the original 
papers, if necessary.

9.9. The Committee pointed out there were definite instructions 
as to how the audit paras and audit objections were to be dealt with 
and enquired the steps that had been taken in that regard. The 
Finance Secretary stated that senior officers had been nominated to 
deal with audit paras and audit objections. This practice of nomi
nating officers had been started only recently.

9.10. The Committee desired to be furnished with further infor
mation on the following points: —

(1) A detailed note showing the action taken on this draft 
audit para;

(2) To what extent audit objections were attended to and dis
posed of (Finance Department).

The information furnished is at Appendix LI.
9.11. When the Committee pointed out that according to the ori

ginal estimate, the project was to be completed by March, 1968, the 
Chief Engineer stated that the first unit had already been commis
sioned. The reasons for the delay were the change over from rub
ble work to concrete work, land slide and the delay in procuring 
cement. The Chairman, Kerala State Electricity Board stated that 
50 per cent of the work had been completed and the remaining 
50 per cent would be completed in another six months. The witness 
added that the exact position was that two machines were commis
sioned. The third one was also completed and was going to be com
missioned by the 15th October, 1966. The other reason for the delay 
was that even the contract for equipment itself took a lot of time 
before it was finalised. According to the original schedule, the first 
unit ought to have been commissioned by the middle of 1965. It 
was postponed to the middle of 19!?6 because there was a delay of one 
year in finalising the purchase of the equipment from America. If
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the rubble masonry had been used instead of concrete, the commis
sioning of the project would have been completed in 1968. By adopt
ing the concrete instead of rubble, the Board had gained two years, 
otherwise it would not have been possible to commission the first 
set i'n 1966. The Chairman, Kerala State Electricity Board in reply 
to a question stated that the delivery period in regard to the equip
ments was kept up, but erection was delayed.

9.12. The reply to a question whether placing of the order with 
the American firm for the supply was not the cause of delay, the wit
ness replied “No” . He added that the delivery “period was kept 
up. But we could finalise it only in 1966; naturally the delivery 
will be only in 1968.”

9.13. The Committee desired to know the level at which the deci
sion was taken to revise the estimate from Rs. 24.90 crores to Rs. 35.30 
crores. The Chairman, Kerala State Electricity Board informed the 
Committee that the decision was taken by the Board in consultation 
with the Central Water and Power Commission. In reply to a ques
tion, the Joint Secretary, Mi'nistry of Finance, Government of India 
stated that in the matter of details the Board was competent to take 
the decision within the funds that were available. Explaining fur
ther, the witness stated that in the case of major irrigation and 
power projects there was a Technical Advisory Committee consisting 
of representative of the Central Water and Power Commission, 
Ministry of Irrigation and Power, Planning Commission and the 
Ministry of Finance. The original scheme had to be cleared by that 
body and the escalation in cost, if any, had also to be cleared.

9.14. In reply to a question, the Secretary, Public Works Depart
ment stated that the procedure that had so far been followed in the 
Electricity Board in respect of revision of estimates was that the 
Board had not referred the matter to the State Finance Departmeiit, 
When the revised estimate as advised by the Board of Consultants 
came up to the Electricity Board, the Board sanctioned the estimates 
and the revised estimates were sent to the C.W.P.D. though the Gov
ernment. At that stage the technical revision was normally accepted 
without any scrutiny. In reply to a further question, the witness 
stated that it would not be possible to make sufficient examination 
at the Secretariat (of such cases).

9.15. ITie Joint Secretary, Ministry of Finance Government of 
India stated that the Finance Secretary was a reprentative of the 
State Government on the Board. It was his duty to see that the 
scope of the work was not expanded. If due to imavoidable reason.
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ilie scheme was not progressing and the design had to be changed 
funds had to be found so long as there was no change in the scope 
of the project. In reply to a question, the witness stated that in the 
c ^  of the Electricity Board the amounts that were granted to the 
Board by the State Government were included in the State Budget 
imd placed before the Assembly and was discussed in the Legislature, 
"nie Secretary, Public Works Department stated that in the case of 
Kerala State, the State Electricity Board was completely in charge 
of the hydro-electric project.

9.6. Explaining further the Joint Secretary, Ministry of Finance 
.stated that generally no major variation in power and major irriga
tion projects could take place without the C.W.P.D. being closely 
connected with the matter. In actual practice, there was delay 
in getting the revised estimates formally cleared. If (the rules 
were followed and the revised estimates were sent to the Techni
cal Advisory Committee, the Finance Ministry would scrutinise 
the matter. The Committee desired to be furnished with further 
information on the following points:

(1) At what level a decision was taken in this case in regard
toj the extra cost of Rs. 11 crores;

(2) What were the reasons for this decision.

The information has been furnished and is at Appendix LI.

9.17. In reply to a question regarding tenders, the Chairman. 
Kerala State Electricity Board stated that in all cases, the lowest 
acceptable tender was accepted. If the lowest tenders were not 
accepted, there m i^ t be reasons which would be recorded. The 
witness added that the* cost of the imported equipment in this case 
was Rs. 9 crores.

9.18. The Committee desired to be furnished with further infor
mation on the following points:

1. Statement showing cases where lowest tenders were not 
accepted with reasons therefor.

2. Statement showing cases where after award of contracts
there was difference in rates etc. from those shown in 
tenders.

3. What was the break up of rates.
4. A statement showing cases of contracts awarded as “Special

cases” .
The information furnished is at appendix LI.
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9.19. The Committee find from the notes furnished that the original 
estimate of Rs. 24.90 crores sanctioned in February, 1961 has now 
been^revised to Rs. 36.40 crores. The approval of the Central Elec
tricity Authority and the State Government to the revised estimate 
is still awaited. Th« Committee cannot but express their deep con
cern at the steep rise in the estimates from Rs. 24.90 crores to Rs. 36.40 
crores which comes to Rs. 11.50 crores (i.e. 46 per cent), in view of 
this as also the various irregularities brought out in the subsequent 
paras pertaining to the transactions of the Electricity Board, the Com
mittee desire that Government should undertake a proper investiga
tion and fix responsibility.

9.20. The Committee suggest further that as far as practicable a 
procedure to obtain the financial and technical sanction for project 
estimated or revised estimates before hand should be followed.

9.21. With regard to the landslips the Committee find from the in
vestigation report that;

“It appears that excavations for the tail race rendered the 
slope unstable which resulted in the slipping of soil. Dur
ing the process a huge boulder is reported to have slided 
down which must have been responsible for the instability 
of the soil resulting in subsoil flow also.

The joints dipping into the tail race channel may also have 
favoured the slipping. The removal of fines from the sub
soil during heavy rain$ may have also contributed to the 
slips. The vibrations set up by blasting in the power tun
nel and the tail race channel excavations must have gra
dually promoted the instability of the soil slope.”

9.22. In view of these disclosures, the Committee would like ihe 
State Electricity Board as well as other Departments concerned to 
issue instructions to officers concerned to ensure that all possible steps 
and precautionary measures are taken to prevent such accidents due 
to negligence or defective design etc.

9.23. The Committee find from the note furnished by the Finance 
Department (Appendix U ) that detailed orders and instructions have 
been issued by the State Govemmrat from time to time about the 
financial control and dealing with Audit objections. The Committee 
find from the note furnished that although the draft Audit para was 
received Ijty the Board vide A.G.’s letter dated 13th May, 1965, the 
matter has yet to be finali^, in this case. They regret to note the 
failure of the State Electricity Board to give prompt attention to the 
draft Audit para. They trust that such lapses will not recur.
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(a) Extra expenditure on account of termination of coritiracts and
retendering of balance works.

9.24. In respect of two works “ levelling site for transformer yard, 
etc.” (value of contract: Rs. 5.12 lakhs) and “cutting and forming, 
penstock tracks” (value of contract: Rs, 5.62 lakhs) awarded to two 
contractors in September, 1961 and February, 1963 respectively, the 
quantities of certain items of work to be executed exceeded those 
specified in the agreements. There was a specific provisicfti in the 
agreements to the effect that quantities mentioned therein were only 
approximate and that the contractors had to execute the entire work 
at the agreed rates. But the contracts were terminated as per orders 
of the Chief Engineer before completion of the Works on the contrac
tor’s representation in the former case and due to large variations 
from the estimated quantities of work in the latter. The execution 
of the balance quantities on the basis of retender involved payment 
at higher rates resulting in extra expenditure of about Rs. 0.65 lakh 
to the Board on the quantities executed and paid for upto January,
1965 and December, 1964 respectively.

9.25. Explaining the position in this case, the Chairman, Kerala 
State Electricity Board stated that according to the original tender 
the quantity of work that was to be executed was 9.8 lakhs eft. of 
earth work and 11.85 lakhs eft. of rock excavation for levelling the 
site of the transformer yard. Actual quantity of work that was done 
by both the contractors was 31 lakhs of earth work and 23.6 lakhs of 
rock excavation. The increase in the quantity of work was due to 
the fact that the switch yard was lowered by 26 feet because of land
slip. The extra cost on this work was Rs. 30,987.

9.26. In reply to a question, the witness stated that the first con
tractor had done 15.4 lakhs of earth work and 9.66 lakhs of rock 
work. Thereafter he did not continue the work. The work was re- 
tehdered. The Accoimtant General, Kerala informed the Committee 
that on retender, the work was given to the same contractor. On 
being asked as to why a higher rate was allowed, the Chairman, 
Kerala State Electricity Board stated that the contractor had repre
sented that the extra quantities of the work at the transformer yard 
could not be done at the agreed rates. In view of that fresh tenders 
were invited,

9.27. On being pointed out that there was a provision in the agree
ments to the effect that the quantities mentioned were only approxi
mate and the contractors had to execute the entire work at the agreed 
rates, the witness stated that “Usually it is a clause which is not irt-
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sisted upon......... In all the agreements that is put as a general con
dition.........  The contractor must be prepared to do any quantity of
work at the same rate”,

9.28. In regard to the contract relating to the cutting and forming 
penstocks tracks; the witness stated that the Chief Engineer had 
:given orders for teiminating the contract because the probable amount 
of the contract went up. As such, the work was retendered.

9.29. The Committee are not convinced with the arguments ad
vance for allowing a higher rate to the contractor in view of the 
fact that on retender the work was allotted to the same contractor. 
Therefore, the extra cost involved in this case was avoidable.

9.30. As regards the provision in the agreement as mentioned in 
the Audit Report, that quantities mentioned were only approximate 
and the contractors had to execute the entire work at agreed rates, 
the Committee are surprised to be told that “usually it is a clause 
which is not insisted upon”. They deprecate such a practice and 
desire that it should be given up. In this connection the Committee 
-would like to invite attention to thrir observation made in paras 
7.19 and 7.20 of their 47th Report (Third Lok Sabha).
(b) Extra expenditure /or procuring sand for a dam works,

9.31. According to general specifications of tenders invited in July,
1960 for the construction masonary dam across a river, the Board 
was to erect by about the end of December, 1960 two stone crushers 
of 6 ton capacity per hour for use by the contractor. The hire 
charges recoverable were Rs. 3,960 per crusher per mensem for pro
duction of crushed sand, the operation of the crushers being the res
ponsibility of the contractor. Till the erection of crushers the con
tractor was required to collect natural sand from nearby sources and 
use it for the work with no claim for extra payment. The crushers 
ordered for in March, 1960 were received only in February. 1962; 
their commissioning was delayed till November, 1962 owing to opera
tional troubles. Meanwhile in January, 1961, the Board awarded 
the dam work to a contractor on the basis of the tender and conclud
ed an agreement in February, 1961 retaining the time schedule for 
erection of the crushers without any modification. The following 
cases of extra expenditure aggregating Rs. 2.62 lakhs were noticed 
in the working of this part of the contract;—
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Particulars o f extra expenditure (In lakhs

of rupees)

(i) During Oaober, 1961 to November, 1962, the con- 
trac tor used 1,80,000 eft. of natural sand quarried from
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nearby sources. In June, 1962, the contrattor 
dainied an extra payment at the rate of Rs. 105 '35/
100 eft. for the use of natural sand instead of crushed 

sand and the Chief Engineer allowed the claim 
(January, 1964) at Rs. 34 •40/100 eft. justifying this 
as a “ legitimate claim” on the ground that the cons- 
trurtion of the dam would not otherwise have pro- 
gresssed. But the payment was not covered by the 
terms of the contract .............................................o'6z

(tt) According to the Board (November, 1962) the two cru
shers erected were working satisfaaorily and to their 
rated, capacity (6 ton per hour). But the contractor, 
after operating the crusher from November, 1962, 
claimed in June, 1963 extra payment for crtished sand 
on the ground that the crushers eretced were not 
working efficiently and to the desired capacity. The 
Chief Engineer allowed (January. 1964) the claim 
for extra payment of Rs. 41 -09/100 eft. of crushed 
sand produced and used by the contraaor upto ihe 
end of October, 1963. This amounted to Rs. 90,398 
on 2,200 units of sand.............................................o '90

(m) On ist November, 1963 the Board took over the 
operation of the two crushers themselves as the 
contraaor was not willing to continue their opera
tion. Sand was thereafter processed and issued by 
the Board by employing these two and another three 
more crushers which had been erected by the Board 
between December, 1962 and May, 1963. The rate 
of recovery from the contraaor was fixed at Rs.
46 *24/100 eft. of crushed sand based on departmental 
data which did not take into account the actual work
ing expmses but only the cost provided for in the ori
ginal estimate and the tender variation. This entailed 
non-recovery of expraditure of about Rs. 44,300 for 
one year being the difference between actual expen
diture and amoimt recovered (November, 1963 to 
Oaober, 1964). This arrangement was continued 
till December, 1965 (date of completion of the dam) • o '44

(iv) In January, 1964 when some of the crushers went out 
of order for want of spares, an arrangement was 
made with another contractor as a temporary’ measure 
upto April, 1964 for the supply of crushed sand.
This contraaor was paid by the Board at Rs. 75/100 
eft. (the rate claimed by him) on the total measured 
quantity of 1,141 xmits. However, the sand was 
issued to the contraaor by the Board at the low rate of 
Rs. 46 -24/100 eft. and that too after allowing a deduc
tion of 232 units for bulkage. This tcgether with the 
transport charges (Rs. 22,546) borne by the Board re
sulted in an extra expenditure of Rs. 66,082 • o (6



9.32. Explain^g the case, the Chairman, Kerala State Electricity 
Board stated that the crushers were expected to be erected by the 
end dt December, 1960. Till the erection of the crushers, the con
tractor was required to collect natural sand from nearby sources 
and use it for the work with no claim for extra payment.

9.33. The crushers were ordered in March, 1960 which were receiv
ed only in February, 1962. In reply to a question, the witness stated 
that the delay was on the part of the Board. Erection of crushers by 
the Board was in the agreement. The Board wanted crushers with 
a capacity of 18 tons per hour.

9.34. The Committee referred to the extra expenditure of Rs. 90,39& 
for 2,200 units of crushed sand and enquired whether any claim had 
been preferred against the suppliers for the defective crushers sup
plied by them. The witness stated that the claim had been preferred 
but it was still under correspondence. The Chief Engineer further 
added that the consequential losses on account of delay were due to 
the contractor. The legal aspect of recovering the amount had been 
examined.

9.35. The Committee desired to be furnished with a note showing 
as to what was the amount of claims preferred against the suppliers 
for the defective crushers supplied by them and the date on which it 
was noticed that the machine was defective.

9.36. In regard to the non-recovery of Rs. 44,300 the Chairman, 
Kerala State Electricity Board stated that the Board had failed, to 
give the crushers as per agreement. The Secretary, Public Works 
Department added that the crushers supplied by the Board did not 
work upto the full capacity. Additional rates were given for the 
defective working of the crusher. So it could not have an impact 
on the recovery rate of sand.

9.37. In reply to a question, the Chief Engineer stated that the 
hire charges for the Machinery had been recovered. The Chairman, 
Kerala State Electricity Board added that on 1st November, 1963, 
the Board took over the working of the crushers and the rate was 
recovered from the contractor. There was extra cost because of the 
defective working of the crushers even after the Board took over the 
crushers.

9.38. In reply to a question the Secretary, Public Works Depart
ment stated that if the contractor had operated the crushers, he 
would have got the sand at Rs. 46.24 for 100 eft. The value of the 
sand supplied by the Board also came to Rs. 46.24. The rest of the 
amount was in respect of the work such as rubble, fixing, painting
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«tc. That had been done. Additional cost, if any was to be paid by 
the Board. The Accountant General, Kerala informed the Commit
tee that according to the contract the crushers were to be operated 
by the Contractor at his expense.

9.39. The Committee referred to the extra expenditure of 
Rs. 66,082 and enquired whether it was the responsibility of the 
Board to supply crushed sand to the contractor at the low rate of 
Rs. 46.24 for 100 eft. The Chairman, Kerala State Electricity Board 
stated that it was the responsibility of the Board to supply sand 
because the Board did not want to delay the progress of work. 
During the four months of 1964, 10 lakhs of eft. Masonry work was 
■done for which 4.25 lakhs eft. of sand was used. With the defective 
crushers only 1.75 lakhs oft. of crushed sand could be got and there 
was a deficiency of over 2.5 lakhs eft. of sand. The work of the 
Pamba dam would have been stopped, if the sand was not got from 
some other source.

9.40. On being asked about the basis on which the rate of Rs. 75 
for purchase of sand from a Company was fixed, the witness stated 
that the quotations were invited and it was found that the cost of 
the sand was high because sand had to be brought from 70 or 80 
miles away. The quotation received was about Rs. 110. This parti
cular company had agreed to supply sand at Rs. 75. In reply to a 
■question, the witness stated that Rs. 46-24 was arrived at from the 
unit rate of the contractor.

9.41. In reply to a further question, the witness stated that the 
contractor had tendered at the rate of Rs. 178 for 100 eft. of masonry 
work. 42.5 eft. of sand was required for 100 eft. of masonry work. 
The cost of sand according to the departmental data came to Rs. 18.89 
for this 42.5 eft. to sand and for 100 eft. of sand the cost worked out 
to Rs. 44.46. These rates were the sanctioned scheduled rates which 
were being followed by the P.W.D. and Board. These rates were 
based on the cost of material and labour.

§.42. On being pointed out that in terms of the tender, the Board 
were to supply sand at the scheduled rate, the witness stated that 
according to the agreement the Board had to erect the crushers. On 
the basis that the crushers would crush 6 tons of sand per hour, the 
contractor had given the tender which was accepted by the Board. 
Because of the defective working of the crushers, 6 tons of sand per 
Tiour could not be crushed.

9.43. In reply to a question, the witness stated that as a technical 
member of the Board he had looked into the matter and there was 
undue benefit to the contractor.
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9.44 The Committee note from the wiitteo note (Appendix LI) 
furnished by Department tiiat a sum of Bs. 33^99.38 has been reco* 
vered from the suppliers of stone crushers. The Committee cannot 
observe that the amount recovered from the suppliers rrz. 
Rs. 33,599.38 is small when compared to the oxtra expenditure of 
Rs. 2.62 lakhs which had to be incurred by the Department due to 
defective working of the crushers. They have also been informed 
that no other amount has been claimed from the Company.

945. The Committee also find from the written note that after rec
tification of defects by the Service Engineer of the Company and after 
trial runs, the Superintending Engineer, Dams Circle, Pamba report
ed on 20th October, 1962 that the defelcts noticed on the crushers had 
been rectified. But during operation by the Contractor of the cmsh- 
ers from November, 1962 onwards defects were noticed and reported 
to the Chief Engineer. It appears to the Committee that the trial 
runs and examination of the cru^ers were made by the officers per
functorily.

(c) Loss on account of supply of wood to contractors.

9.46. In terms of the agreements executed during 1960-61 and
1961-62 with four contractors for the construction of buildings, the 
Board was to supply jungle wood logs at Rs. 2.50 eft. The logs were 
obtained from the forest department on payment of value at 
Rs. 2.50 eft. and issued to the eontraetors. In three of these cases, 
the Board later entertained claims for wastage allowance aggregat
ing Rs. 7,047 on account of poor quality of logs, although the 
Forest Department had not given any such allowance in settling 
their claim with the Board. In the fourth case 4,560 eft. of logs out 
of 10,675 eft. issued to the contractor during 1960-61 and 1961-62 
were returned by him as deteriorated and unserviceable in March, 
1962, these were accepted and auctioned by the Board incurring a 
less of Rs. 11,135. . W-.

9.47. Explaining the position, the Chairman, Kerala State Electri
city Board stated that this case referred to the construction of Pamba 
Dam colony. The Forest Department was clearing the area and the 
Board had to take all the timber and had to make payment at the 
over all rate of Rs. 2:5 per cub’c feet charged by the Forest Depart
ment as per the Government order. Hard and good timber was to 
be given to the contractors for sawing and using for the works as 
per agreement.

9.48. Hie Committee fee! that the Board should have taken up the 
matter ivith the Forest Department if the wood logs originally sup
plied to the Board was of poor quaBty. Moreover. If hard and good
2451 (Aii) L S -7 .
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timber was to be given to the cimtractors for sawing and iising for 
the works as per agreement, timber of the requisite quality only 
should have been made available to the contractor after proper check, 
in which case the question of the contractor returning deteriorated 
and unserviceable timber would not have arisen. This aspect of the 
matter needs further looking into.

(e) Loss due to splitting up of contract for driving of power, 
Tunnel.

9.49. Although tenders were invited lor the work as a whole 
(January, 1961), the work was split up on pround'? of expediency 
and speedy execution of the power tunnel and awarded to two con
tractors in July, 1961, the inlet portion upto 8.000 feet to one con
tractor whose tender was the second lowest (the lowest tender was 
rejected on grounds of inexperience of the tenderer̂  and the balance 
to another contractor whose tender ranked the fifth lowest. This 
was done despite protests from the former who had to his credit satis
factory record of tunnel driving in other divisions- The award of 
part of the work to the latter entailed a loss of about Rs. 21.64 lakhs 
on quantities executed and paid for upto January, 1965 computed 
with reference to the lower offer of the former.

9.50. Although the work on driving of the power tunnel was 
completed by December, 1964, the other works necessary to bring it 
into use are scheduled to be completed only by December. 1965. The 
incurring of the extra expenditure in the interest of speedier execu
tion is, therefore, not justified.

9.51. The Committee desired to know the basis on which the 
Board came to the conclusion that the second lower contractor would 
not be able to comnlete the entire work in time. The Chairman. 
Kerala State Electricity Board stated that the second contractor did 
not have the organisation and the mechanised tools and nlants as the 
fifth contractor. The length of the tunnel was about 19.000 ft. and in 
addition to that there was a surge shaft. The worV was therefore, 
split up between the two contractors. A work of 8000 ft. was giv»»n 
to one contractor and other portion to the other contractor. In 
reply to a question, the w’tness stated that the lower tenderer did 
not have the experience in the tunnel worV and the other contractor 
had experience. The Secretary, Public Works Deoartment add*»d 
that experience of the tunnel work was one of the condition of the 
tender.

9.52. reply to a question, the Chairman, Kerala State Electricity 
Board stated that the lowest tenderer who was discarded for war* 
of experience now had a contract for Us. 94,000.
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9.53. The Committee feel that awarding the contract in July, 1961 
after splitting it up on grounds of expediency and speedy execution 
has not proved to be justified in this case, as it had entailed extra ex* 
penditure of about Rs. 21.64 lakhs. The lowest tender was Rs. 153.63 
lakhs and the second tender was Rs. 175 lakhs. Moreover, If the 
splitting up of the work between more than one parties was consider* 
ed necessary on grounds of expediency, the tenders should have been 
invited accordingly, instead of for the work as a whole:— T̂his is a 
case of violation of the sanctity of tender system. The Committee 
suggest that this matter should be thoroughly investigated.

9.54. (/) Infrustuous expenditure Amounts
Particulars (Rs. in lakhs)

(i) Though a change in the location of the power 
house site was decided upon in July, 1959, the 
the construction of a road (13-112 miles long) 
leading to the original site which was begun 
in June, 1958 was continued and completed 
in May, 1962 incurring in all an expenditure 
of Rs. 7.16 lakhs (Rs. 4.52 lakhs after July,
1959). The road was widened during May,
1961 to April 1962 incurring further expendi
ture of about Rs. 2 lakhs. The entire road is 
of no use to the Board and stands abandoned. 9*16

9.55. Explaining the position in regard to the construction of a 
road, the Chairman, Kerala State Electricity Board stated that origi
nally the power house was to be by the side of the Pamba river. 
Thereafter on the advice of the Central Water and Power Commis
sion, the location of the power house was changed on 24-8-1960. 
Construction of the jeep road was finished by 1959. Thereafter the 
work was stopped. Again in 1960 widening of the road was taken 
up to enable the exploitation of timber by the Forest Department.

9.56. The Committee feel unhappy to note that although the change 
In the location of the power house site was decided In July, 1959, the 
work relating to the construction of a road leading to original site was 
completed in May, 1962. If the road was needed for exploitation of 
timber by the Forest Department, the matter should have been taken 
up with that Department and the expenditure debited to them.

9.57. (ii) An expenditure aggregating Rs. 66,085 
upto December, 1961 was incurred for exca
vation of earth for building quarters near 
the flanking dam, 'Hiis expenditure proved 
infriictuous as the quarters had to be con
structed at another site due to the original
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site being affected by the location of the
spillway on the flanking dam which was
decided only in December, 1961. 0.66

9.58. Explaining the position in regard to the expenditure of 
Rs. 66,085 incurred in respect of excavation of earth for building 
quarters near the flanking dam, the Chairman, Kerala State Electri
city Board stated that according to the original project report the 
spillway was on the Kakki dam itself. When it was changed into 
concrete structure, it was decided that instead of on the dam itself 
the spillway should be shifted to the right hand side of the dam. 
The decision to shift the spillway was taken in November, after the 
inspection by Board of Consultants who suggested the change.

9.59. The Committee regret that an expenditure of Bs. 66,085 had 
proved infmctuous owing to the shifting of the spillway. The Com
mittee would like the Government to enquire why the inspection by 
the Board of Consultants could not be arranged earlier, before the 
work of excavation of earth was imdertaken.

Extra expenditure—Para 96—Page 104.

9.60. The lowest tender for the transport of materials to the 
Dams Circle of a Hydro-elec+ric Project for the period from the 
1st April, 1965 tp 31st March, 1966 was recommended +o the Kerala 
State Electricity Board for acceptance by the Chief Engineer (Civ’l) 
on 25th March, 1965, 15 days after opening of the tenders. The 
concurrence of the Board for accepting the tender was given on 29th 
April, 1965 and the contractor started the work on 25th May, 1965. 
Meanwhile the transport of materials (for a part of the year 1965- 
66) was arranged through the contractor for 1964-65. This resulted 
in an extra expenditure of Rs. 32,838 based on the difference between 
the two rates on the quantities of materials transported by him till 
the work was taken up by the new contractor.

9.61. ITie Committee desired to know the reason as to why the 
tender could not be accepted before 1-4-1965. The Chairman Kerala 
State Electricity Board stated that the tender was invited for transfer 
of materials from different stations during 1st April, 1965 to 31st 
March, 1966. Cement was one of the items to be transported from 
Theni Railway Station for which there was already a contract with a 
contractor. &  cement was not included in the contract. In reply 
to a questicm, the witness stated that the Chief Engineer had sent the 
tender for approval before it was finalised. The Commi+tee pointed 
out that the previous contract expired in Mar^h, 1965 and the con
currence 'Was communicated only in April, 1965. The Secretary,
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Public Works Department stated that there was some delay in com- 
mimicating the concurrence.

9.62. The Committee do not find any justifiable reasons for the 
delay in recommending the acceptance of tender by the Chief 
Engineer as well as in communicating the concurrence of the Board 
to the recommendation of the Chief Engineer. This unconscionable 
delay has resulted,in an extra expenditure of Bs. 32,838. The Cmn- 
mlttee desire that Finance Department should issue instructiims to 
all Departments that firm decisions about acceptance tenders should 
invariably be taken and communicated to all c<mcemed, will in time 
before the date of commencement of work.
Sholayar Hydro-Electric Project—Para 97—Pages 104—108-

9.63. Another Hldro-Electric Project was sanctioned by the Board 
in January, 1960. The construction offthe m£iin dam was started in 
November, 1960. The project which was scheduled to be completed 
by end of 1964 had not yet been completed till February, 1966.

Some particulars ofthe Project sire given below:—

(In lakhs 
of 

rupees).

(a) Cost of Construction
Ori^nal estimate (January, i960) • • • • 4 ,3 2
Revised estimate (May, 1965) . . . .  5,50
Actual expenditure (upto the end o f March, 1965) • 5,70
The increase in the estimated cost was atributed 
mainly to: —

(0 Increased cost of main and flanking dams owing to 
changes in the design and deeper foundation wi^- 
stand seismic forces which were noticed in the vicinity 
through the occurrence of earth tremors, increased 
cost on account of haulage and sand over a distance 
of 40 miles not originally antcipated, provision of 
hoist bridge and protective works, increased cost of 
labotir and material, etc. . . . .  1,33.50

(«) Provision of a c a b le -w a y .....................................7 -oo

(m) Construaion of additional colony buildings near 
Power House found necessary during execution of 
the P r o j c a .......................................................6.00

(tv) Increased estimated cost of Power House Building 
nni;< appurtenant works on finalisaticm oi designs (in
cludes cost of laboiu: and materials) • * * 20.00
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(In lakhs 
o f 

rupees)

(©) Lump sum provision in the original estirrale for 
elearification, supply of power and water, sanitation, 
etc., proving instifficient • • • 12‘75

(w) Increased cost of roads and bric*^ owirg to increase 
in length o f roads, streng’henirg o f bridges and 
culverts, e t c . .......................................................13*00

(vii) Increase in the cost of supervision ard contir gcncy • 6 *30

(ft) Power targets and return on capital investment

Target to Return o f capital in
generation vestment (excluding 
o f power interest charges) 
(in mil

lion tmits)

Original estimate • 360 13 -90 per cent
Revised estimate 335 8-13 per cent.

9.64. The shortfall in the estimated revenue return according to 
the revised estimate is attributable to the upward revision of the 
estimated cost and a decrease in the power potential.

(c) Delay in completion of the Project.

9.65. One out of the three generating units of the Project was 
expected to be commissioned in January, 1964 and the Project as a 
whole was scheduled to be completed by the end of 1964. But accord
ing to a tentative forecast made by the Board’s Executive Engineer 
in Jime, 1965, the first generating unit would be commissioned by 
the end of* December, 1965 and the Project as a whole would be 
completed by September, 1966. The delay was attributed to delay 
in the delivery of machinery and equipment by supplier firms.

9.66. The Committee desired to know whether any one of the 
three generating units of the project had been commissioned. The 
Chairman, Kerala State Electricity Board informed the Committee 
that one machine had been commissioned. Only parts of the other 
two machines had been delivered but it was not known as to when 
the machine would be delivered completely. It was expected that



by the middle of 1967, the machines would be commissioned. On 
being asked about the penalty imposed on the suppliers for the delay 
in the delivery of machines, the witness stated that according to 
agreement, there was a penalty of 1 per cent on the cost Sor late 
delivery. But a final decision in this regard could be taken only 
after the two machines were received.

9.67. The Committee referred to the revision in the estimates 
from Rs.. 4,32 lakhs to Rs. 6,50 lakhs and enquired the reason for the 
decrease in the power potential of the project by 25 million vuiits 
even though the estimated cost had increased by 60 per cent. The 
witness stated that there was no decrease in the power potential. On 
being asked whether the power potential would increase with the 
increase in the estimated cost, the witness added that there would 
not be any increase in the Power Potential.

9.68 The Committee note with regrelt that although the project 
as a whole was scheduled to be completed by the end of 1964, owing 
to the delay in the supply of machinery, it was expected that the 
machines would be commissioned (by the middle of 1967). The 
Committee desire that the question of imposing penatly for the late 
delivery of machines should be taken up at the appropriate time.

9.69. It is rather unfortunate that there is an increase of about 50 
per cent in the estimated cost (Rs. 4,32 lakhs to Rs. 6,50 lakhs) as a 
result of which there would be a decrease in the return on capital 
investment. The increase in the revised cost has been partly due to 
the original eshtimates being faulty and partly due to the delay in 
completion of the project due to late supply of machinery.

(b) Extra expenditure owing to delay in supply and erection of a 
cahle~way and it going out of commission.

9.70. (i) When the contract for the construction of the dam was 
awarded in August, 1962, it was proposed by the Board to erect a 
cable-way estimated to cost Rs. 7 lakhs at the dam site by December, 
1963 for the conveyance of construction materials. The cable-way 
which was due to be supplied by a firm by Novemer, 1962 according 
to the terms of the supply order placed on it in June, 1962 was 
actually supplied in complete shape by September, 1963 and it was 
erected at the site by the end of February, 1964 only. Consequently, 
the cable-way could be commissioned in March, 1964 only. In the 
meantime, as agreed to with the dam contractor, the masonry work 
for the dam was proceeded with, without the use of cable-way 
incurring extra expenditure of about Rs. 1'28 lakhs on account of
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enhanced rates for such masonry work and charges ft>r ‘lift’ above a 
specified height for the period December, 1963 to February, 1964.

9.71. (ii) The cable-way broke down within two weeks of its 
commissioning, and even after repairs it was subject to frequent 
breakdowns owing to, it is stated, poor quality of the equipment 
supplied. The Board has incurred an expenditure of about Rs. 42,800 
up to May, 1965 for repairs and replacements to the cable-way. The 
further additional expenditure inc\irred on account ofi extra pay
ments to the dam contractor for execution of his work without the 
use of cable-way during the periods of its breakdown upto February,
1965 aggregated Rs. 45,176.

9.72. Though these losses were attributable to boated and 
defective supply of the cable-way, no amoimt had been recovered 
from the supplier firm up to February, 1966.

9.73. The Committee desired to be furnished with a written note 
on this sub-para, which has been submitted (Appendix LI).

9.74. From the note it is seen that in terms of the order, the cable 
way was to be supplied by the iirm by 10th November, 1962. The 
agreement with the firm contained the penal clauses for delay/ 
defects in supply. A sum of Rs. 1,91,184 are recoverable from the 
suppliers. The matter was taken up with the suppliers on 4th July,
1965. The amount due to the firm on the cableway supplied to the 
Sholayar Project, an amoimt of Rs. 1*148 lakhs including their 
security deposit is withheld pending decision of this issue. In 
addition, Rs. 0*982 lakh on account of other supplies made by the 
firm have also been withheld. It has been stated in the note of that 
the question as to how much amoimt can be recovered from the 
firm in terms of the agreement is being decided in consultation with 
the Legal Adviser of the Board. Further payment will be made to 
the firm only after this question is decided.

9.75. The Comnuttee consider this to be a bad case of failure on 
the part of suppliers which has resulted in consideraUe extra expen
diture. They would like to be apprised of the final action taken in 
this
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(c) Payment outside the terms oy contract.

9.76. (i) The work of trasportation of penstock pipes, specials, 
etc., from Palluruthy and Cochin to the pipe dump (estimated value 
of contract: Rs. 0*66 lakh) was awarded to a contractor in Decem
ber, 1963 by the Superintending Engineer. At the contractor’s re
quest the Special Chief Engineer agreed in June, 1964 to reimburse



to him the cost of insuring the pipes and specials against transit 
risks. The Executive Engineer accordinly paid Rs. 23:078 to the 
contractor in June, 1964 for the insurance policy already tairon by 
the contractor in March, 1964 on its being endorsed in his favour. 
As any loss to the Board on account of pipes and specials lost or 
damaged in transit was to be made good by the contractor according 
to the terms of the contract, the incurring of the expenditure by the 
fioard on msurance was unnecessary and beyond the terms of con
tract.

9.79. (ii) The contract for construction of a Power House build
ing at Anakayam Valley (Estimated value of contract: Rs. 18:72 
lakhs) was awarded by the Chief Engineer in September, 1962 to 
one who tendered the lowest. The terms of the agreement executed 
with him in October, 1962 provided for payments of the cost of steel 
used in excess of the estimated quantity for R.C.C. work- The rate 
provided in the agreement for departmental issue of steel was Rs. 45 
per cwt. In May, 1963 while accepting running payment the con
tractor demanded that he should be paid Rs. 60 per cwt. to cover 
conveyance, bending and tying of the excess quantity of reinforce
ment rods. This was allowed by the Chief Engineer in February, 
1964. The extra payment amounted to Rs. 6,117 on quantities exe
cuted and paid for up to December, 1964. This was outside the terms 
of the original contract.

9.80. The Committee desired to know as to why the Board had 
agreed to reimburse the insurance charges when the transit loss 
was the responsibility of the contractor according to the contract 
The Chairman, Kerala State Electricity Board stated that the prob
able amoimt of the whole work was about Rs. 66,000. The contractor 
had to take pen stock pipes from the factory to the work site. The 
departmental cranes were also used at three places. The Chief lUigi- 
neer had asked the contractor to insure. Unloading and other works 
ccAinected with the trasportation of pen stock pipes etc. were done 
by the departmental staff. If anything had happened, it would not 
have been possible to recover the loss from the contractor. It was 
thought that it would be better to cover the entire machinery under 
a comprehensive insurance. Therefore the contractor was asked to 
insure against the risk. In reply to a question, the witness statfer 
that the agreement was entered into on 4-10-1963. The Secretary, 
Public Works Department added that according to the contract, the 
insurance charges were not payable by the Board.

9.81. On being asked whether there were internal financial checks, 
the Chairman, Kerala State Electricity Board stated that there was
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the syston of internal audit. This aspect had not been brought out 
by the internal audit.

9.82. The Committee have been furnished with the information 
on the following points:

1. Did the internal audit point out the defect?
2. If not, why not?

9.83- From the notes (Appendix LI) furnished at the instance of 
the Committee, it is seen that the Internal Audit has not objected 
to the payment in question. The reasons for not objecting the pay
ment in Internal Audit is understood to be on the ground that there 
was no specific provision in the agreement that the contractor should 
insure the goods entrusted to him for transport.

9.84. The Committee fail to understand as to how the Board agreed 
to reimburse Rs. 23,078 to the contractor towards insurance when the 
transit loss was the responsibility of the contractor. Further, there 
was no specific provision in the agreement in regard to the reim
bursement of the insiurance charges. The Committee suggest that an 
enquiry should be conducted to find out the grounds on which the 
officer concerned recommended the reimbursement of insurance 
charges and suitable action should be taken for giving an unintended 
benefit to the contractor outside the terms of the agreement. They 
also suggest that the feasibility of recovering the amount frons the 
contractor should also be examined. Similarly, the circumstances 
under which an extra*payment of Rs. 6,117 outside the terms of the 
original contract was made (as referred to in sub-para (ii) above) 
should also be properly inquired into.

Loss in supply of power to a bulk consumer—para 98—pcLge 108.
9.85. Power is being supplied to a Company at sliding rates 

(from 2*058 Ps. to 1*563 Ps. per unit) agreed upon in 1940 which are 
far below the current average cost per unit (from 2*61 Ps. to 3*06 
Ps.). Even though the Board could have negotiated for a revision 
of the rates in April, 1960 after the expiry of the term of 20 years 
specified in the agreement, legal advice on the question was sought 
only in January, 1964 and negotiatfons started with the Company in 
July, 1964. The continuance of this agreement without revis’on of 
the tariff rate has resulted in a loss of Rs. 2*67 lakhs dur'ng the four 
years ending 1963-64. The Legal Adviser has opined “that the grid 
tariff fixed by the Board from time to time will be binding Oh the 
Company also and that it is not entitled to question the same nor can 
it object to the levy of the tariff banking upon the provision of the
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agreement”. Final decision regarding the revision of tariff was 
awaited till February, 1966.

9.861 Explaining the position in this case, the Chairman, Kerala 
State Electricity Board stated that there was a firm agreement with 
a definite period of validity and the Board had no powers to change 
the agreement. The Secretary, Public Works Department added 
that the agreement would continue i*n force for a period of 20 years 
which would automatically continue as long as the Government was 
engaged in the production of electrical energy. In reply to a ques* 
iton, the Chairman, Kerala State Electricity Board Stated that the 
rates also could not be raised. The Secretary, Public Works Depart
ment fiurther stated that originally the company had a station. Aft 2r 
the construction of the first electrical station at Pallivasal by the 
Government, the Government pursuaded the Company to give up 
their station and take the power from Pallivasal station at the fixed 
rates. The rates were on the basis of the agreement which could 
not be terminated by the Government. The question was examined 
after the audit had raised the point. It was found that although the 
rates were as a result of the agreement, the Board could get the grid 
tariff rates applicable to the Company by virtue of the provision in 
the Electricity Supply Act. The Company stated during negotiation 
that as far as they were concerned they had to make their own 
carangements. The rates were not revised because the grid tariff 
rates did not allow revision of rates. Under the Electricity Supply 
Act there were regulations for the framing of grid tariff.

9.87. The Committee desired to be fiumished with a note showing
as to how much extra amount the Board would get after the revision 
of the tariff. \

9.88. From the notes, (Appendix LI) it is seen that the issue of 
Grid Tariff Regulation under Section 79(h) of the Electricity 
(Supply) Act is pending the approval of the Central Electricity 

Authority from 6th October, 1966 and only after the Regulation was 
approved, the Grid Tariff can be fixed.

9.89. The Committee fail to understand as to why the revision of 
tariff was not taken up before April, 1960 when the terms «f the 
agreement were to expire, especially in view of the fact that the 
Board has the statutory right to fix the grid tariff from time to time. 
The Committee regret to note that the leg*l advice was sought only 
in January, 1964 and the negotiations started with the Company only 
in July, 1964. It b  unfortunate that the continuance of the agreement 
without the fevision of the tariff rate has resulted in a loss of Rs. 2.67 
lafch« during the four years ending 1963-64.
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. 9 ^ . T h^ hope that the Grid Ttoill Regulation will be finalised 
quiddy and the feasibility of charging the revised tariff with retros
pective effect from 1960 will also be examined in consultation with 
the :X«gal Adviser.
Loss in the purchase of teak wood poles—Para 99—Pages 108-109.

9.91. In 1962-63, the Kerala State Electricity Board purchased 
33,335 teak wood poles at a cost of Rs. 13.10 lakhs from two contrac
tors for treatment in the Treatment Yard at Kundara and issue to 
various works. Following a departmental inspection conducted in 
March, 1963 special staff were deputed in 1963 for check-measuring 
the poles in stock. The check measurement of 1,955 new poles (with- 
out deducting the thickness of the bark) in stock costing about 
Rs. 75,000 revealed that poles of lower class had been classified as 
higher class on the basis of incorrect measurements recorded in the 
measiurement books resulting i'n excess payment of about Rs. 3,600 
to the contractors. It was also noticed that 593 poles (i.e. 30.3 per 
cent of poles check-measured) costing about Rs. 18,400 did not have 
the minimum measurements specified in the purchase order and 
were to be rejected. Further, out of 6,559 treated poles check- 
measured 3,103 poles did not have the required minimum measure
ments. The total loss sustained by the Board could not be assessed 
as the remaining poles already accepted were issued for works after 
treatment. The explanations of the officers concerned were called 
for by the Board in July, 1963; but final decision of the Board is still 
awaited (February, 1966).

9.92. Explaining the position in the case, the Chairman, Kerala 
State Electricity Board stated that the original investigation was 
started in March, 1963. The case had been entrusted to the police 
for investigation in May, 1966. The police investigation had not yet 
been completed and the responsibility had not been fixed.

9.93. The Conunittee desired to be furnished with a note explain
ing departmental action taken in this case (Appendix LI).

9.94. Explaining the position in regard in the Police investigation 
of the case, the Director of Vigilance Investigation informed the 
Committee that though the case related to 1963, it was referred to 
the police, on 21st June, 1966. From material before the police, it 
was seen that there had been malpractices of a serious nature. The 
enquiry would be finalised quickly. On being asked as to why the 
case was referred to the police only in June, 1966, even though the 
irregularity was noticed in March, 1963, the Chairman, Kerala State 
Electricity Board stated that the case was under departmental inves
tigation. Certain experime'nts in regard to the shrinking of the 
Poles were conducted which also took some time.
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9.95. The Committee rogret to note that although the irregnlarity 
of a serious nature came to the notice of the Board in March, 1963, it 
took over three years to entrust the case to the police for investiga
tion. They hope that on receipt of the finding of the police investi
gations proper action will be taken without further delay. They de
sire that suitable instructions should be issued to all Departments to 
ensure that such cases involving malpractices should be promptly 
reported to Police for investigation.

9.96. Various financial irregularities dealt with above indicate that 
the financial discipline in the working of the Kerala State Electricity 
Board is somewhat slack. The Committee sug’gest that Government 
should appoint a departmental Committee of three Secretaries (in
cluding the Finance Secretary) and the Accountant General to 
stream-line the financial procedures obtaining in the Board, so as to 
ensure that such irregularities do not recur in future.
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FINANCE DEPARTMENT

Recoveries adjusted in the accounts in reduction of 
Para 16, Page 23.

expenditure—

10.1. Under the system of gross budgeting followed by Govern
ment the demands for grants presented to the Legislature are for 
gross expenditure and exclude all credits and recoveries which are 
adjusted in the accounts in reduction of expenditure. The Antici
pated recoveries and credits are, however, shown separately in the 
budget estimates.

10.2. In 1964-6&, the actual recoveries fell short of the estimated 
amotmts by more than Rs. 1 lakh each in 12 grants; some of the 
important cases of short recovery from outside bodies/other Govern
ments are indicated below:—

S.
No.

No. and name 
Grant

of Amount 
(In lakhs 
of rupees)

Remarks

IX. Heads of States, 
Ministers and Head

quarters Staff

X. District Adminis
tration and Miscel
laneous

I ’6o Non-adjustment of airount re
coverable from ihe H'rdu Re
ligious and Charitable Endow
ments Fund due to lack of 
funds (Rs. 0-94 lakh), non- 
rfemittance by the University 
of Kerala of amount recover
able on account of University 
Audit Branch (Rs. 0-35 lakh) 
and non-adjustment of amount 
due from the Government of 
India on account of Liaison 
Officer and staff due to non
receipt of demand statement 
from the Secretary Board of 
Revenue (Rs. o lakh).

1 58 Non-adjustment of the cost of 
land acqtiisition staff against 
the Kerala Svate Eleciticity 
Board due to non-receipt of
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S. .No. and name of 
No. Grant

Amount 
(In lakhs 
of rupees)

Remarks

3 XXII. Agricultural

4 XXV. Animal Hus
bandry.

2-81 I  

1-45 J

5 XXXIII. PubUc 
Works

7-65

expenditure statement from the 
Special Deputy Collector (Land 

Acquisition), Kerala State Elec
tricity Board (Rs. 0-96 lakh) 
and non-adfustment of c<^- 
of special staff for the acquisi
tion of land for Railways and 
for Naval Armament Depot 
at Alwaye due to defects in 
the statements of expradituic 
received from the Special De
puty Collector, Mavelikara and 
the District Collector, Ema- 
kulam (Rs. 0-62 lakh).

Non-adjtistment of the share of 
expenditure recoverable from 
the Indian Council of Agricul
tural Research, Indian Central 
Cotton Committee, etc., owing 
to non-receipt of the recon
ciled statements of expenditure 
from the departmental offi
cers.

Shortfall in the amount received 
from the Central Governments 
as subventions from the Central 
Road Fund.

Grant No. IX

10.3. The Committee desired to know the nature and the amount 
recoverable as at the end of March, 1966 from the Hindu Rel’gious 
and Charitable Endowments Fund. The Finance Secretary informed 
the Committee that the cost of the audit under Section 76 of the 
Madras Hindu Religious Endowment Act which had to be borne by 
the Department in the first instance and thereafter the cost could be 
recovered from the Hindu Religious and Charitable Endowments 
Funds. The total balance from 1st November, 1956 to the end of 
March, 1966 was Rs. 7,69,973.70 “i.e. without meeting the adjust
ments.” There was only a minus balance upto the end of 1964-65. 
The balance as on 1st April, 1965 according to Audit was Rs. 43,870. 
So the amount to that extent could have been adjusted. The balance



as on 31st March, 1963 was Rs. 2,68,128 according to the unreconciled 
figures of the Department. The Commissioner, Hindu Religious 
Endowment Fund had addressed the Accountant General to adjust 
Rs. 1 lakh out of this amount. After the balance was reconciled, 
more adjustments could be made. In reply to a question, the witness 
stated that the entire cost of the audit staff which varied from year 
to year, had to be collected from the Fund. The entire expenditure 
had to be borne by the Trust.

10.4. The Committee referred to the two other cases relating to 
the University of Kerala and the Government of India and enquired 
the reasons for the delay in regard to the recoveries. The Commit
tee also desired to know the steps taken to ensure prompt recoveries. 
The witness stated that audit cost had to be recovered from the 
University of Kerala under Section 33 of the University Act. The 
actual amount for 1964-65 worked out to Rs. 53,000 although the 
budget estimate was only Rs. 35,000. The Audit cost had been re
covered. Adjustments were made at the end of the year.

10.5. The witness admitted that there was delay in regard to the 
recoveries from the Government of India. There was a defect in 
the system which had been rectified. Instructions had been issued 
to the Collectors to send half-yearly details. In reply to a question, 
the witness stated that the recoveries were on account of the salary 
of the special staff meant for the recovery of Income Tax arrears. 
Initially the amount had to be paid by the State Government and 
then recovered from the Government of India.
Grant No. X.

10.6. The Committee desired to know the steps taken to ensure 
that the demand statements were prepared correctly and in time. 
The Finance Secretary stated that the action was initiated by the 
Board of Revenue after getting a letter from the Accountant General. 
There was a defect in the system which had been rectified. The 
Board had issued instructions to send half-yearly statements. State
ments showing the recoveries had been sent to the Accountant 
General on 1st July, 1966 and 5th July, 1966. Adjustment in regard 
to the Railways had been made. Regarding Naval Armament Depot, 
the adjustment had not been made. A letter had been sent to the 
Accountant General on 17th May, 1966.
Grant Nos. XXII and XXV.

10.7. Explaining the position in these two cases, the Finance 
Secretary stated that those amounts were reimbursements made by 
the Indian Coimcil of Agricultural Research, Indian Central Coconut
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Committee and various other Departments towards the schemes that 
were approved by them for Agriculture and Animal HusbandryN. 
Departments* After the close of the year, the accounts had to be 
reconciled by the Department with the Accountant General and the 
audit certificate had to be obtained and sent to these institutions and 
after their approval, the adjustments could be made. The witness 
further stated that the Audit had suggested that as soon as the audit 
certificate was issued, the requisite amount could be adjusted imme
diately from the deposits, if there was a plus balance in the deposit 
Account of grant received from the concerned institution. The 
Accountant General, Kerala informed the Committee that all arrears 
up to the end of 1962-63 had been adjusted.

10.8. The Committee regi'Ot to note the delay in regard to the re
covery of the amount from the Government of India. They hope 
that with the instructions issued to the Collectors to send half yearly 
details, such delays in the adjustments and recoveries of the amounts 
will be avoided.
Grant No. XXXIIJ.

10.9. The Committee enquired whether the shortfall in the 
amount received from the Government of India as subvention was 
due to (i) incurring of expenditure on schemes not approved for 
fina’ncial assistance, (ii) incurring of excess of expenditure on 
schemes or (iii) non-rendition of statements of expenditure in time 
to the Government of India. The Finance Secretary informed the 
Committee that no scheme, for which financial assistance had not 
been approved by the Government of India had been imdertaken by 
the State Government. As regards excess expenditure on schemes, 
the witness stated that there were many schemes and works, the 
expenditure on which had to be borne by the Central Road Funds. 
In regard to the statements of expenditure, the Department had been 
in correspondence with the Government of India for the release of 
funds but there had been some delay in obtaining audit certificate. 
Explaining the system, the Joint Secretary, Ministry of Finance. 
Government of India, stated that out of the proceeds of excise and 
customs duties on Petroleum, a certain amount was kept apart for 
the Central Road Fund and there was also a reserve over and above 
the General Fund, that was built up- 80 per cent of the General 
Fund went to the different States according to the consumption of 
petrol. 20 per cent was kept in the reserve fund. It had not been 
possible to find out the exact consumption of petrol by the State. 
The provisional payments were regulated on the basis of the total 
budgeted provision that was made in the Centre. The sanctioned 
roads could not be completed in one year. The difficulty was that 
the total expenditure of the State in a particular year did not get 
regulated to the total provision out of the Central Fimd. He added
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that a number of States had raised the point and he proposed to 
hold a discussion with the Ministry of Transport on the issue.

10.10. The Finance Secretary added that the State Government 
were to get Rs. 63,27,000.

10.11. The Committee hope that suitable steps will be taken by the 
Ministry o£ Finance, Government of India in consultation with the 
Ministry of Transport and settle the claim of the Government of 
Kerala as also of other State Governments expeditiously.

Arrears oj revenue pending collection, pore 79, pages 82—84
10.12 The arrears pending collection in 24 out of 25 major revenue 

earning departments as on the 31st March, 1965 nggregated Rs. 10’37 
crores ue. 12-82 per cent of the total revenue of Rs. 80*88 crores as 
shown below:—

SI.
No.

Name of 
Department

Major Head Amount Earliest 
pending period 

collection from which 
(In lakhs outstan* 

of ding
rupees) ____

______4________5_____

Remarks

T A^riculti 
Income

[cultural 
Tax.

2 Motor Vehi
cles

3 Land
Revenue

4 Excise
5 Sales Tax

6 Health 
Services

Taxes on Income 
other than Cor
poration Tax

Taxes on Vehi
cles.

8a-80 Prior to Recovery proceedings 
1st April, are repKorted to be
T9 50 under various staf̂ es of

action.
84 19 Prior to In all cases where tax is 

1st April, due, action under Re-
1950. venue Recovery Act

is stated to have been 
taken for the recovery 
of tax.

Land Revenue i.75‘ 67l
Excisc 
Sales Tax

Medical and 
Public Health

Further details 
from Board 
venue.

7 Public Health 
Bagineering

Public Health

awaited 
of Re-

3,87-01 Prior to Recovery proceedings arc 
I St April, reported to be under

1950 various stages of action.
6-28 t96o^ i The arrears are mainly 

due from Municipali
ties, Animal Hus
bandry Deptttmentand 
Block development 
Officers and relate main
ly to cost of vaccine 
supplied, hospital stop- 
nam  from patients who 
len the hospital and 
supplies made to other 
departments by the 
Government Medical 
Stores, etc.

2̂*57 f9$t-52 The main item of revenue 
in default is the water 
charges due from the 
Munidpalhies of Ema- 
kuUmand Mattanchcr- 
ry(Rs. 43-87 laHia).
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8 Geological

9 Local Fund 
Audit

lo  Police

Miscellaneous 
Social and De
velopmental 
Organisations

Miscellaneous 5-88 1956-57

II  Jai's

12 Printini;

Police

Jai’s

Siaiioncry & 
Printing.

13 Forest Forest

28 • 11 1957-58 The arrears included dues
from Travancore Mine
rals Limited, Quilon 

M/s F.X.P. and Sons and 
Hopkin and Williams 
Limited, Chavara.

The arrears mainly 
relate to audit fee (Rs. 
5'33 lakhs) due from 
the Hindu Religious 
and Charitable En
dowment Institutions 
in MaUbar.

5 26 1960-61 The arrears mainly consist
of dues from Kerala 
State Electricity Board 
CRs. 54 lakhs).

6 25 1958-59 Delay in return of in
voices after acceptance 
by officers to whom 
the articles have been 
supplied.

9 46 1950-51 The bulk of the arrears
is to be realised by 
book adjustment from 
sister departments like 
Text Books Branch of 
the Education De
partment which comes 
to Rs. 5 lakhs. The 
delay in settlement of 
the claims i« due to the 
delay in acceptance of 
the invoices by the 
receiving departments.

106 6-7 1950-51 The old arrears are
mainly in the form ot 
loss on account of re- 
auction held at the risk 
and loss of the original 
bidders (for whidi Re
venue Recovery pro
ceedings have been 
initiated) and amounts 
to be realised from other 
departmenu, Govern
ment of India etc.

14 Transport Road and water
Transport
Schemes

15 Other Depart
ments

29 S3

2-02 1950-5*

Details awaited <“rom the 
Kerala State Road 
Transport Corporation.

The arrears relate mainlv 
to the Cooperative 
Department (Rs, 4-25 
lakhs) Judicial Depart
ment (Rs. 3 50 lakhs). 
Public Works Depart
ment—Building and
Roads Branch (Rs. 
3-66 lakhs) Stationery 
Department (R». 3*7S 
lakns) and Industries 
Depaiiment (Rs, 3 62 
lakhs).



10.13. The Committee pointed out that according to Audit, the 
statement in regard to the Collection of arrears relating to the Gene
ral and Irrigation Branch of the Public Works Department had not 
been received by the Audit so far and enquired about the extent of 
arrears relating to this Department as on 31st March 1966. The 
Finance Secretary, stated that the arrears as on 31st March, 1966 in 
regard to General and Irrigation Branch was Rs. 10 08 lakhs. On 
being asked whether the delay in furnishing the information was 
due to defective maintenance of Demand, Collection and Balance 
Register, the witness stated that the delay was not due to defective 
maintenance of the register. The Department was trying to chase 
the recovery from 25 major revenue earning Departments.

10.14. Explaining the position in regard to the collection of 
arrears, the Finance Secretary stated that the arrears in regard to 
Sales Tax had come down from Rs. 379 01 lakhs to Rs. 267 63 lakh.s. 
The witness was not able to say how much of this reduction was 
due to write off and how much due to recovery. On being asked 
about the period of limitation, the witness stated that there was no 
such limitation when once the amount was assessed and the demand 
notices were issued. There might be limitations in regard to the 
assessments which might have to be finalised within a particular 
period. If the amount was not paid within six months, the Depart
ment would proceed against the party under Revenue Recovery Act- 
In reply to a question, the witness stated that instructions bad been 
issued on 1st May 1964 to the Head of the Departments to report 
immediately to the concerncd District Collectors any amount which 
had not been recovered within six months. On being asked about 
the actual impact of the instructions in regard to the recovery of 
arreas, the witness stated that the Head of the Departments were 
expected to furnish lists of demands; collections, arrears etc. to the 
Board of Revenue. There were certain lapses which were reviewed 
at the recent Conference of Collectors. The Collectors were re
quested to pay special attention to clear the old arrears and chalk 
out a programme for clearing of at least one fourth of the old arrears 
every quarter and to start work from October, 1966. The arrears 
related even prior to April 1950 in respect of certain Department.

10.15. In regard to the arrears the Finance Secretary stated that 
figures pertaining to land revenue oame down from Rs. 175.07 lakhs 
to 117.55 lakhs, forests from Rs. 106.67 lakhs to Rs. 30.65 lakhs. 
Motor Vehicles from Rs. 84.19 lakhs to Rs. 44 28 lakhs. Agricultural 
Income Tax from Rs. 82.80 lakhs to Rs. 38.87 lakhs, Public Health 
Engineering from Rs. 52.57 lakhs to Rs. 42.26 lakhs. Excise from 
Rs, 38,42 lakhs to Rs. 31.72 lakhs, Geological Department from 
Rs. 28.11 lakhs to 27,92 lakhs. On being asked about the reasons
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for heavy accumulation of arrears in regard to Motor Vehicles, the 
witness stated that they were due to the accumulation of old 
arrears. •

10.16. Explaining further, the Deputy Transport Commissioner 
stated that the arrears of motor vehicles taxes for the period upto 
31st March 1965 was Hs. 84.19 lakhs. As a result of the steps taken 
to collect the old arrears, the position as on 30th June 1966 was that 
out of Rs. 84.19 lakhs the balance has come down to Rs. 38.73 lakhs. 
Some arrears were disposed of by granting exemption, if it was due 
under the rule which had accounted for Rs. 27.64 lakhs. The actual 
collection during the period was Rs. 10.60 lakhs.

10.17. In reply to a question, the witness stated that the arrears 
(if Rs. 84.19 lakhs included the arrears relating to the transport 
vehicles, such as buses, lorries and taxies and non-transport 
vehicles such as motor cars, motor cycles etc. The arrears as on 
31st March 1965 in regard to transport vehicles were Rs. 64-97 lakhs 
and in regard to non-transport vehicles, the arrears were Rs. 19.22 
lakhs. The balance now Rs. 26.73 lakhs in respect of transport 
vehicles and Rs. 12 lakhs in respect of non-transport vehicles. In 
reply to a question in regard to the arrears in respect of non-trans
port vehicles, the Finance Secretary stated that under the provision 
of the old Act, the moment a particular car was registered the 
demand would be automatically raised. That was why the amount 
appeared to be big, the difficulty would not arise when the new Act 
came into force.

1018. In reply to a further question, the Deputy Transport Com
missioner stated that the Current Revnue had not suffered because 
the concerned parties had been asked to pay arrears. Current taxes 
and arrears were realised separately. Demand, Collection and 
Balance Register was maintained for non-transport vehicles. The 
witness further added that the vehicles belonging to non-conuner- 
cial departments were exempted from Government tax. In regard 
to Kerala State Road Transport Corporation the provision was that 
the Corporation had to pay the tax for the whole year in advance 
and they actually send a list of vehicles. The Department would 
assess the tax on that basis. The entire amount of Rs. 65 lakhs for 
1966-67 had already been remitted and there were no arrears.

10.19. On being asked about the criteria on which the amounts 
were written off, the witness stated that the matter was referred to 
the Revenue authorities. If from the reports received from the 
Revenue authorities, the amount was found irrecoverable, then it 
was written off.
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10.20. The Committee desired to know the reasons for the accu
mulation of Land Revenue. The Finance Secretary stated that the 
arrears in regard to the Land Revenue included other due& such as 
improvements under Land Conservancy Act and Land Assignment 
Act. The Basic Tax Act had prescribed a imiform levy of Rs. 2 
per acre on all lands. There was no provision for exempting the 
private forests of Malabar area. The Land Tax Act was challenged 
and struck down by the Supreme Court. Now the Act was pro
tected under the 9th Schedule of the Constitution. The question as 
to whether the tax could be levied on the private forests was imder 
consideration. That was why the arrears had been increasing year 
by year. There were 8 lakhs acres of private forests in the Mala
bar Area and the demand would come to Rs. 15 to 16 lakhs.

10.21. In regard to the arrears relating to the Geological Depart
ment, the Secretary, Industries Department stated that there were 
two items which had accounted for about Rs. 27 lakhs, one of the 
items was in respect of dues from a private company which was 
wound up in October, 1960. Revenue recovery proceedings were 
taken against the company. Later on the Company has stated that 
they would surrender their assets in India to the Grovemment. The 
agreement had been drafted and it was pending signature. The 
assets had been valued at Rs. 30 lakhs by a cost accoimtant of the 
Government of India. The Department had taken possession of the 
assets. The Secretary, Industries Department stated that an agree
ment was under contemplation that the Indian Rare Earth Limited 
would take over the entire assets and would pay royalty to the 
Government of Kerala.

10.22. Asked for the reasons for the draft agreement, the Indus
tries Secretary stated that there was nobody to bid in auction. 
Adviser I to Governor informed the Committee that this matter was 
in respect of mineral sands, lamenite and monazite which were con
trolled by the Atomic Energy Department. It was the policy of 
Govenmient of India that this should be run by them and so Indian 
Rare Earth was going to take over the assets.

10.23. 'Hie Committee pointed out that arrears of tax had been 
increasing year after year and enquired the steps taken in that rer 
gard. The Finance Secretary stated that in a recent conference, it 
was decided that in order to redu&e the arrears and to collect the 
entire amount of arrears the heads of departments should make 
an itensive drive in this regard and draw up a programjne for the 
collection of a minimum of 25 per cent of the old arrears in every 
quarter beginning from October, 1966. The heads of the depart
ments should also ensure the collection of entire amount of arrears 
by the end of September, 1967.
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10.24. The. Committee regret to o1»serve that the arrears of revenue 
pending collection relate even prior to April 1950 in r e je c t  of cer
tain Departments.

f* _
10.25. They will watch the progress of realisation of arrears of 

revenue through subsequent Audit Reports with the hope that the 
recent drive initiated to liquidate the arrears by September, 1967 will 
bear fruit.
Mis-appropriation of Government Funds, stores, etc., para 128, pages 

151-152.
10.26. (a) As at the end of September, 1965, final action was 

pending in 143 cases of mis-appropriation of Government money in
volving a total amount of Rs. 15*33 lakhs, as indicated below: —
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No. of 
cases

Amount 
(in laklis 

of 
rupees)

Cases outstanding as on 30th September,
1964....................................................... 127 17-97 j

Cases reported during the period October, 1964 
to September, 1965 . . . 45 2*02

Cases closed during tlie period October, 1964 
to September, 1965 . • ■ . 29 4.66

Cases outstanding as on 30th September, 
1965 . . . 143 15 33

10.27. (b) Of these 143 cases,
(i) 8 cases involving Rs. 1*30 lakhs have been outstanding

for over 10 years;
(ii) 22 cases involving Rs. 2’ 01 lakhs have been outstanding

lor over 5 years but less than 10 years; and
(iii) 33 cases involving Rs. 7'92 lakhs have been outstanding

for over 2 years but less than 5 years.
10.28. (c) The bulk of the cases relates to Public Works, Revenue, 

Eklucation and Development Departments, as shown below :—

Name of Department No. of 
cases

Amount 
(in lakhs 

of 
lupees)

Public Worlcs 21 7-62
Revenue • 29 I 43
Education 28 0 8s
Development ■ • 10 0*42
Other De|>artinents • 55 501



10.29. (d) The present position of disposal of the outstanding 
eases is indicated below : —
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Amount 
No. of (in lakhs 
cases '  of 

rupees)

(0 Cases in which dq)artjnental proceedings
are in progress • • . . . 132 14-18

(m) Cases which are sub-judice ■ 8 o.Si
(til) Cases which are under investigation by 

the Enquiry Tribunal 3 0-34

10.30. Recoveries amounting to Rs. 0 89 lakh have been ordered 
in 25 cases.

10.31. Explaining the present position in regard to the 143 cases 
of misappropriation of Govermnent funds and stores, the Finance 
Secretary stated that in 28 cases disciplinary action had been com
pleted. In 18 cases recovery of funds, etc. was pending. Action 
was in progress in 95 cases. Of the remaining two cases, one case 
related to the Central Government and the delay in the other case 
was due to clubbing of items. In reply to a question, the wit^ness 
stated that 95 cases related to the period 1950-51.

10.32. In reply to a further question, the witness stated that it 
had been decided to conduct bimonthly review of these cases and 
also to hold discussion with the Heads of Departments, Secretaries 
to the Government and the Vigilance Officers- It had also been 
decided that the representative of the Finance Department would 
attend the meeting and go through the old cases.

10.33. The Committee regret to note that, out of 143 eases of mis* 
appropriation of Government funds and stores, etc. reported in the 
Audit Report action was still pending on as many as 95 cases which 
related to the period 1950-51 onwards. The Committee take a serious 
view of such delays. They desire that all the outstanding cases must 
be llhalised early and report sent to the Committee.
Delay in finalisation oj pension cases—para 132, page 155.

10.34. The rules of Government requjre that the pension papers 
of Government servants should be prepared by the administrative 
departments one year in advance of the date of their retirement 
and sent to the Audit OfRce so that the pensioner may be able to 
rei.-eive penjilon from the date of retirsment.



10^ . Out of 3,&4& pension casea received in the Audit Office 
during 1964^5, 2,402 cases were received after the retirement of 
the Government servants. Of tiiese, 74 cases were received more 
than one year after retirement and 163 cases between six to twelve 
months after retirement.

10.36. 535 claims for pension and gratuity due to family members 
of deceased Government servants were received during 1964-65- 
There was considerable delay in submission of these cases to the 
Audit Office, as shown below ; —
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Number
Extent o f delay of

cases

More than 3 years 
2 to 3 years- 
X to 2 years ■
6 months to j year

109
49

173
86

10.37. In order to avoid delay in the submission of pension cases 
to the Audit Office, Government have issued instructions in April,
1965 that disciplinary action should be initiated against those offi
cers who leave pension cases in arrears without sufficient reasons.

10.38. Elxplaining the position in regard to the of
pension papers, the Finance Secretary stated that several measures 
had been taken to speed up the submission of papers in consulta
tion with the Accountant General. The difficulties were in regard 
to the complicated rules relating to the service conditions etc. of the 
staff of the pre-integrated States. A special officer was appointed 
in November, 1963 to help the departments in locating those diffi
culties and also to help the Finance Department and the Accountant 
General- Thereafter the whole matter was investigated and ins
tructions had been issued from time to time. It was decided on 
1st August 1966 to place the experienced staff in charge of pension 
cases. In reply to a question, the witness stated that non-settlement 
of liabilities was one of the main hurdles in the settlement of pen
sion cases. Instructions had been issued on 14th September 1966 
to the effect that the Heads of the Departments should, after deter
mining the liabilities report to the Acountant General how much 
amount should be withheld from the gratuity.



10.39. From the notes (Appendix LU)j furnished at the instance 
of the Conunittee, it is seen that out of 3,549 cases reported in the 
Audit Report, only 6 cases are awaiting settlement as on 1st October,
1966. 5 of these cases relate to officers who retired from service and 
who are alive and whose pensions could not be settled due to fixa
tion of liabilities. The 6th case relates to an officer who died while 
in service and who is reported to have no claimants.

10.40. Further it is also seen that out of 342 pension cases re
ported to Audit and awaiting settlement as on 1st October 1966 
and other cases in respect of retirement for the period ending 
August, 1966 pending with the Departments only in 2 cases the 
claims of the retired officers could not be settled during their life 
time and consequently the widows had to apply for the pension.

10.41. The Committee are glad to note that only 6 pension cases 
out of 3,549 are pending finalisation. Further the Committee under
stand from Audit that the Government of India have issued certain 
instructions in June, 1966 requiring that the verification of service 
should be taken up in the 20th year of service or 5 years before re
tirement whichever is earlier and omissions, if any, noticed in the 
service records should be supplied and any orders necessary obtained 
at that time so as to obviate complications and delay at the time of 
retirement. The Commitiee suggest tiiat the Government of Kerala 
may consider the desirability of issuing instructions on these lines.

10.42. The Committee also suggest that disciplinary action should 
be taken against the dealing officers who are found responsible for 
abnormal delays in the preparation and submission of pension cases 
without sufficient reasons.
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HOME DEPARTMENT

Delay in finalisaXion of cases of Government servants under su»~ 
pension—para 131—pages 154-155.

11.1. Government servants under suspension are paid subsistence 
allowance pending finalisation of disciplinary proceedings against 
them. It is desirable that the disciplinary proceedings are comple
ted expeditiously so that the expenditure on account of subsistence 
allowance is minimised.

11.2. On 1st April, 1965, 119 cases of suq>ension were pending 
finalisation and a total sum of Rs. 1.81 lakhs had been paid as sub
sistence allowance in these cases. Year-wise details of the cases are 
given below : —

XI

Year of suspension
No. of officiab under 
suspension as cm ist 

April, 1965

1960-61 and earlier years •7/
1961-62 6
1962-63 35
1963-64 71

T otal • 119
More than 86 per cent of these cases pertain to the following

departments: —

Subsistence
Department N o. o f  cases allowance paid

upto 31st March,
1965
Rs.

Police ->o 64,239
Medical - 9 10,544
Development 8 10,868
Education 6 17,146
Forest 6 8,838
General Admin isuation 4 34>335
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11.3. Explaining the present position in regard to the finalisation 
of disciplinary cases, the Secretary, Home Department stated that 
out of 119 cases, only 22 cases were now pending and the remaining 
cases had been disposed of. The oldest case related to 1956- On 
being asked about the reasons for the delay in this case, the wit
ness stated that it was a case in which there were five prosecutions. 
But of these five, two cases were taken to the court and the accused 
was discharged for want of proper sanction. In the other three 
cases, the sanction accorded was not in order. The case had, there
fore, been discharged and it was being examined whether a proper 
sanction could be accorded. In reply to a question, the witness stated 
that the concerned officer had since retired and he was not paid any 
subsistence allowance after retirement. Regarding the reasons for 
delay in other cases, the Committee were informed that some cases 
were the subject matter of court proceedings, some cases were 
before the Tribunal for disciplinary proceedings and some cases had 
been referred to the Public Service Commission for their advice. 
In reply to a question , the witness stated that out of 22 cases, one 
case related to a Member, Board of Revenue which was dealt with 
by the Centre. Another case related to the Head of a Department 
which was in the final stage of awarding punishment.

11.4. From the notes (Appendix, LIII) furnished at the instance
of the Committee, it is seen that 119 cases of suspension which were 
reported to be pending as on 1st April, 1965, did not include two
other cases of suspension. Out of 121 cases (119 plus 2), 99 cases
have been finally decided and 22 cases remain to be disposed of.
Out of 99 cases decided, 58 officers were reinstated and the remain
ing 41 officers were either dismissed or removed or compulsorily 
retired from service.

11^. From the details of the 22 pending cases, it is seen that the 
time taken at each stage of the enquiry/investigation is excessive. 
Hie CMumittee desire that these cases should be finalised without 
further delay. They also suggest that a review should be conducted 
to locate whether any officer is responsible for the delay in the fina
lisation of disciplinary cases and suitable action should be taken 
against such officers.
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xn
OUTSTANDING RECOMMENDATIONS

12.1. In their 47th Report (Third Lok Sabha) on the Kerala 
accounts, the Public Accounts Committee had made 155 recommen- 
dationsjobservations. The Report was presented to the Lok Sabha 
on the 6th April, 1966. NotesjSitatements showing action taken <m 
the recommendations of the Committee are required to be furnished 
to the Committee within a period of three months. The Conunittee 
regret to note that (to far notes on 61 items only out of 1S5 stems 
have been received from the various Departments of the Govern* 
ment of Kerala and some Ministries of the Government of India. 
This is an unsatisfactory position. The Committee desire that the 
Finance Department of the Government of Kwala should expedite 
the submission of the notes.

12.2. The notes statements submitted to the Committee so far 
have been printed as (Vol. Ill) of this Report. The Committee 
would, however, like to refer to two cases in the following para
graphs.

Irregular grant of Exemptions:—Paras 10, 14 to 10.20 of \lth Report 
oi P.A.C. (Third Lok Sabha)

12.3. The Committee (1965-66) had pointed out that a test check 
bj’' Audit had showed that a turn-over of Rs. 3’28 lakhs exempted 
at the hands of two of the auctioneers in the Sales Tax High Range 
Circle, Devicolam had escaped assessment in the hands of their 
princiF>als also.

12.4. In a written note (Appendix LIV) submitted to the Com
mittee by the Revenue Department of the Government of Kerala, 
it has been stated that as a result <rf cross-check of the exemption 
granted, it has been reported that the actual amount on which ex
emption was erroneously panted in these two cases amounted to 
Rs. 2-22 lakhs. It has also been stated that further scrutiny of the 
records in respect of the other auctioneers by the Sales tax Officer 
(High Ranges), Devicolam has disclosed that exemption granted to 
them is also not in order. The amounts which escaped levy of tax 
as a result of irregular grant of exemption are stated to be about 
Rs. 3 lakhs.
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12.5. The Committee feel perturbed to leam that cross-checks 
and fordier chedcs are disclosnur further irr^ularities which had 
not mricinally come to notice. They, therefore, desire that a special 
scrutiny of similar cases in other Sales Tax Ranges may be under
taken at an early date to find out the amounts that had escaped 
levy of Tax as a result of irr^ular grant cit exemption. The Com
mittee would like to be informed of the result of such a scrutiny 
in due course.

12.6. In para 10.20 of their 47th Report (Third Lok Sabha) the 
Committee had expressed unhappiness that the case detected to
wards the end of 1964 was still' in the process of revision. In the 
note (Appendix LIV) submitted to the Committee by the Revenue 
Department of the Grovemment of Kerala, it has been stated as 
under;

“ It may be pointed out in this connection that though the 
Audit Report was received in August, 1964, daborate 
enquiries had to be made in all cases to ascertain the 
liability to tax and the turnover actually escaped as
sessment, before notices were issued proposing revision. 
The accounts of the principals and their assessments 
have to be examined to ensure whether the exempted 
turnover had actuallv suffered tax at the hands of the 
principals.”

12.7. The Committee are not convinced that so much time is 
needed to finalise such a case. In case such delay is inherent in the 
procedure, it is necessary to change the procedure. If it is due to 
ne^igmce on the part of the officials, steps should be taken to 
airiHd such delays. The Committee hope that such delays will not 
occur in future.

Criterion jor ‘New Service’.
12.8. The Public Accounts Committee 1959*60 (Kerala Legisla

ture) submitted a “Report on New Service” in June 1959. The State 
Govermnent accepted the recommendations contained in the Report 
and issued genera] orders (G.O. (O) No. 486|59 dated 24-9-1959) 
laying down the criteria for determining whether an expenditure 
should be treated as on a 'New Service’ or not.

12.9. In a note (Appendix LV) submitted to the Committee in 
this oonnection by the Rnance Department of Government of Kerala 
(Appendix B) it has been stated that on the recommendation 
the Central Public Accounts Committee (para 29 of the 29th Report 
(Third Lok Sabha) the Government of India, in consultation with
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the CoRiiptroller and Auditor General of India, have decided (Office 
Memorandum No. F. 8(21)-B{65 dated 5-1-1966) that major cases of 
payment of grant to a private body for repayment erf a loan from 
Government should be treated as ‘New Service’. They have ac
cordingly ordered that all proposals for grants to private bodies for 
repayment of loans from Government involving individual pay
ments of Rs. 1 lakhs or more should be explained in the Explanatory 
Memorandum on Budget and that, if in the course of a year, new 
cases of such expenditure involving an amount of Rs. 1 lakh or more 
occur, such cases should be treated as on ‘New Service’ and a Sup
plementary Grant obtained. Similarly the Government of India 
decided (O.M. No. F-10(33)-B|59 dated 2-12-1958) that all proposals 
involving individual cases of write off of irrecoverable loans of 
Rs. 1 lakh or more for which provision is proposed in the Budget 
estimates have to be explained in the Explanatory Memorandmn 
on the Budget and if in the course of a year new cases involving 
writes off of loans of Rs. 1 lakh or over occur, such cases have to 
be treated as expenditure on a ‘New Service’ and a supplementary 
grant obtained for the full amount or for a token grant if the addi
tional expenditure could be met from within the amount already 
voted by Parliament under the particular head.

12.10. The Committee would like to invite attention to pages 
71—74 of their 52nd Report (Third Lok Sabba). U-Appendices 
wherein the decisions of the Government of India referred to have 
been reproduced. The Committee are glad to note that the Gov-, 
emment of Kerala are agrceaWe to the sninrestioii made by the 
Accountant General. Kerala, that a similar criterion may be adopted 
by the State Government also and that the monetary limit for *ex- 
penditnre for payment of arrant ♦© private body for repayment of 
a loan from. Government or for writes off of irrecoverable loans, for 
treatinir it a.s on New Service may be fixed at Rs. 50,000 or more, 
which is also the existing monetary limit for ‘non-rerurring grant’ 
The Committee recommend that the above suggestion may he im
plemented with immediate cffect.
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xin
GENERAL

13.1. Tlw Committee have come across several cases, c f (cf para- 
Sraphs 6.10, 6.35, 8.14, 8.15. 8.49, 8.41, 8.42 of tiiis Report), where the 
estimates of the projects were revised substarttialiy after the pro
jects were sanctioned. There were also suliBtantial delays in t h ^  
execution. As a result of large scale increase in the cost of projects, 
the returns originally expected of liiem were also reduced snbaUai> 
tially.

13.2. Two major factors which normally have an important 
bearing on the decision whether to undertake a scheme or not are 
the cost involved and the beneifils which would accrue to the people 
from the scheme. Once a scheme has been sanctioned and a com* 
mitment has been made, the work has normally to be completed 
even though it involves increased expenditure and reduced returns. 
The Committee would, therefore, stress that Ctovemment should 
take suitable steps to ensure that the initial estimates both as re
gards cost and the benefits are prepved after due investigation and 
on realistic basis, and also that -the projects are completed according 
to the schedules chalked out, as far as possible.

N e w  D e l h i: R R MORARKA.

6tfc. January, 1967. Chairman,
Pausa 16, 1888 (SakaT. Public Account* Committee.
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