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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been autho-
rised by the Committee to submit the Report on their behalf, present this 
Fortieth Report on the Action Taken by Government on the recommenda-
tions relating to public undertakings, contained in the Twenty-Third Report 
()f the Public Accounts Committee (Third Lok Sabha). 

2. The Twenty-Third Report of the Public Accounts Committee (Third 
Lok Sabha) on Audit Report (Commercial), 1963 was presented to Lok 
Sabha on the 23rd March, 1964. Out of 142 recommendations contained 
in that Report, 24 recommendations (Serial Nos. 118 to 141) relating to vari-
()us Ministries have already been dealt with by the Public Accounts Commi-
ttee in their 40th Report (Third Lok Sabha). The remaining 118 recommen-
dations (Serial Nos. 1 to 117 and 142) contained in that Report relate to the 
following undertakings: 

Name of Public Undertakings 

Air India 
Indian Airlines Corporation 
Hindustan Steel Ltd. 
iHindustan Machine Tools Ltd. 
National Coal Development Corporation Ltd. 
State Trading Corporation 
National Newsprint & Paper Mills Ltd. 
ilndian Rare Earths Ltd. 
Bharat Electronics Ltd. 
Garden Reach Workshops Ltd. 
Mazagon Dock Ltd. 
(}eneral Pricing Policy of Government Undertakings 

Serial Nos. of 
Recommendations 
lt09 

10 to 19 
20 to SO 
51 to 55 
56 to 82 
83 to 97 
98 to 105 

106 to 108 
109 to 110 
111 to 114 
115 to 117 

142 

3. The replies to the recommendations contained in the Report were 
received on various dates during the period frbm 12th November, 1964 
to the 12th March, 1969. Replies of Government in respect of one recomm-
endation (Serial No. 55) had not been received till 28th March, 1969 when 
the Committee 6nally considered the f~,liY. 

4. The Committee considered the replies on the 17th December 
1968 and 28th March, 1969. They approved Chapter I of the draft Report 
on 28th March, 1969 and authorised the Chairman to finalise the Report 
for presentation to Parliament. 

S. The Report has been divided into the following five Chapters:-
(i) Report 

(ii) Recommendations which have been accepted by Government 
(v) 



(vi) 

(iii) Recommendations which the Committee do not desire to pursue-
in view of Government's reply. 

{(Iy) Recommendations in respect of which replies of Government 
have not been accepted by the Committee. 

(v) Recommendations in respect of which replies from Government 
are still awaited. 

6. An analysis of the action taken by Government on the recommenda-r tions relating to Public Undertakings contained in the Twenty-Third Report 
of the Public Accounts Committee (Third Lok Sabha) is given in the Appen-
dix-XL. It would be observed thereform that out of 118 recommendations. 
relating to public undertakings contained in the Report, 54 per cent have 
been accepted by the Government and the Committee do not desire to pursue 
40 per cent of the recommendations in view of Government's replies. RepJies 
in respect of 5 per cent of the recommendations have not been accepted by 
the Committee, while replies in respect of I per cent of the recommenda-
tions are still awaited. 

NEW DELHI; 
April 26, 1969 
Yoi.vokha 6, 1891 (S) 

G. S. DHILLON, 

Chairman, 
Committee 0" Public Undertakings_ 



CHAPTER I 

A. CONSTRUCTION AND ERECTION OF STEEL WORKS AT HSL-
PARA 47 OF THE TWENTY-THIRD REPORT OF P.A.C. 

(THIRD LOK SABHA) 

Recummendation (Serial No. 38) 

HSL entrusted erection of Steel Works to the "Indian Steel Works 
Construction" Company (ISCON) and employed Messrs International 
Construction Company to approve the design, supervise the manufacture of 
plant and equipment, supervise the construction and erection work at site 
etc. and act as consultants. It was revealed that terms of the contract entered 
into with the contractors were too wide which led to an overpayment to the 
extent of Rs. 100 lakhs though according to the Director of the HSL, the 
amount of overpayment involved was Rs. 38 lakhs out of which HSL had 
already recovered Rs. 13 lakhs. The Public Accounts Committee recom:? 
mended that: 

(i) HSL should have checked up the position before making payments 
to the contractors; 

(ii) terms of the agreement may be re-examined and suitably revised, 
if possible at this stage, and 

(iii) Government should appoint a high level Inquiry Committee to 
investigate the cases of alleged overpayments reported by the Civil 
Engineering Officer. 

2. In their reply, the Government stated that having employed a firm of 
of consulting Engineers of international repute, to arrange for separate 
counter-check by HSL would have been unnecessary duplication. In 
regard to (ii) Government stated that the work relating to the contract 
is complete and even the few outstanding claims and counter-claims by HSL 
and ISCON have been discussed by a Committee of Directors on either side 
and a final settlement has been arrived at and as such it is not feasible or 
worthwhile at this stage to re-examine the terms of the Agreement. With 
reference to (iii) the Government have stated that the Report of the Special 
Officer was scrutinised by a Director of H.S.L. and thereafter the observa-
tions of the Director were further examined by the Finance Director. The 
Hindl.!stan Sted Ltd. were filly satisfied that there were no overpayments 
in respect of the items covered by the sum of Rs. 62 lakhs. With regard to 
the items of the value of Rs. 37.64 lakhs, H.S.L. have been able to adjust 
claims for Rs. 16.40 Iakhs. H.S.L. considered tbat tb~" was no point in 
pursuing claims worth Rs. 171akhs. For the balance of Rs. 4.24 lakhs, 
they had lodged claims which were taken up by the Negotiation Committee. 
The claims and counterclaims against ISCON have since been settled by 
negotiations. In view of these facts, the Government felt that at this stage 
it will not serve any purpose to appoint a high level enquiry Committee to 
investigate the cases of alleged overpayments. In their reply, the 
Government have stated that the Officer on Special Duty appointed by HSI:. 
to investigate the question of alleged overpayments in respect of Civil En-
gineering works at Durgapur Steel plant had worked out a saving of Rs. 17 
lakbs in respect of stone used by Contractors for Railway ballast. The basis 
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of lUI calcuJation W8I that the cost of 'Pakur Stone' at 1956 base price was 
Ra. 64/- per 100 eft 81 given in the 5th Schedule to the Contract with ISCON 
but the stone actually used by the Contractors appeared to be of local 
quarries instead of 'Pakur stone' and the cost of that stone was Rs. 20 per 
100 dt less than that of Pakur stone. In view of this, the O.S.D. was of 
the view that there was a case for fixing a new rate altogether for the 
stone actually used by the contractors. The points raised by the O.S.D. 
were considered by Hindustan Steel Limited who came to the conclusion 
that there was no necessity of revising the rates as it was found that the 
cost of Pakur stone was not more than the rate of the stone used by the 
contndors. Further, the 'Engineers' of HSL-M/s International Cons-
truction Company Ltd., advised that the stone ballast actually used was of 
tbe same quality and value as 'Pakur stone' and it had also come from dis-
tricts around Pakur. It was, therefore, considered by HSL that there was no 
point in revising the rates and in pursuing the claim worth Rs. 17 laths 
calculated by the Oftic:e.r-on-Special Duty. 

3. ne COIIIIDIttee do DOC coasIder tbe reuoDS advanced for DOt parsaIDg 
claims wortb Rs. 17 IakbI as comIDdDg. WhIle it may be a fact tbat tile st.e 
actuDy UIed by tbe contractor was of the ame ,uality and valae as 'Puar 
stoae', bat wbat is DOt dear Is wily the eoatractor did DOt use 'Pakar stolle' 
wbea the eoatract stipulated use of that stone. HSL had a good case OD tlaat 
score alone and sbouId have pursued that claim. 1be Committee also C8IIIMK 
toot with tflaanbnIty tile fact that HSL did DOt appolat a high level elMpliry 
COIIUIlIttee to look Jato these cases of overpayments. 

B. IRREGULARITIES IN PURCHASE OF INGOT MOULDS, 
FROM MIS. BHANDARI IRON & STEEL COMPANY, INDORE 

It. L.. • Il BY BHILAI STEEL PLANT-PARAS 55-56 

RecommendatloD: (Serial Nos. 46 and 47) 
4. Open tenders were invited in March, 1957, for supply of 400, 7.45 

tonne ingot moulds and 400 corresponding hot tops and 20S, 6-ton ingot 
moulds and corresponding 20S, hot tops. 

5. 19 offers were received but only MIs Bhandari Iron & Steel Company, 
Indore had quoted both for ingot moulds and hot tops. The tender of MIS 
Bhandari Iron & Steel Co., was accepted both for ingot moulds and hot tops, 
because orders for these could not be placed separately as moulds and hot tops 
were to fit each otber. 

6. In January, 1955 formal orders for the supply of 284 ingot moulds and 
'100 hot tops for a total value of Rs. 43.51akhs were placed after obtaining the 
approval of the Board M Directors and the Government sanction. 

7. Before the orders were placed, the Soviet Expert (Mr. Kushscb) and 
the equipment Planning Engineer incharge (Shri V. K. Raja,gopalan) visited 
the Bbandari Iron & Steel Works in August, 1957 and reported that "though 
they do not possess, at the moment, full technical facili~ for the manufacture 
of ingot moulds, we are of opinion that they will be able to manufacture these 
from January, 1955 onwards ...... they will be able to supply a minimum 
of 30 moulds per month and thus would be able to complete our requirements 
by the end of October. 1955 which is agreeable to us. 

S. The Financial Adviser of Bhilai Steel Plant had given the advice that 
payments for moulds and not hot tops should be non standard conditi~~. 



namely, 90% on inspection certificate and 10% on despatch receipt and on 
finaI-tcst, stressing that strict inspection would be necessary. 

9. In February, 1958, the firm asked for financial aid amounting to Rs. 7 
lakhs stating that the State Government had been approached by them for 
a loan of Rs. 7 lakhs under the State Aid to Industries Act and that they were 
prepared to give bank guarantee for this loan. They jndicated that this-
money was required by them to enable them to lift the imported pig iron which 
the Iron and Steel Controller had allotted to them. The Director of Indus-
tries, M.P., had also stated in a letter to the firm that the State Aid to 
Industries Board had recommended a loan of Rs. 5 lakhs, of which orders 
have been passed to pay an amount of Rs. 2 lakhs by the end of February 
1958. The remaining amount was under the consideration of the State 
Government. The Financial Adviser of Bhilai Steel Plant pointed out that 
in the event of a change being made in the contract and financial assistance 
being given to the firm, a proportionate change in the rates would be neces-
sary. The proposal was ultimately recommended to the Board of Directors 
who agreed to supply raw materials (pig iron) to Mis Bhandari Iron & Steel 
Co., of the value not exceeding Rs. 4 lakhs against the bank guarantee, re-
coveries being made within a period of 6 months together with interest @6 % 
on outstanding balance. It was also agreed that Rs. 2 lakhs which the firm 
was to receive from the Madhya Pradesh Government should be adjusted 
immediately on the grant of loan and the balance should be recovered from the 
bills of the firm. 

10. By the end of December, 1958 by which time the entire supplies were 
supposed to be completed, the firm had supplied only 8 ingot moulds out 
()f the total order and 20 more castings were reported to be in stock. In 
view of this unsatisfactory delivery and the technical difficulties faced by the 
firm, a second team consisting of Superintendent Steel Melting Shop (Mr. 
S. N. Ghosh) and a Soviet expert on Steel Melting (Mr. M. E. Savoshkin) 
visited the firm's premises by the end of December, 1958. This team was 
.of the view that the firm's technical personnel and methods of manufacture 
were not upto the mark and they would not be able to keep to the schedule 
()f the delivery. They were also of the opinion that the contract price of 
Rs. *15,480 per mould was abnormally high, and according to them the cost 
price should have been not more than Rs. 2,500. Similarly the cost price of 
one hot top should have been about Rs. 260 as against the agreed price of 
Rs. *880. 

11. On the basis of the above report, the orders of the value of Rs. 14.58 
lakhs on MIs Bhandari Iron & Steel Co., for 100, 6'2 ton ingot moulds and 
50 hot tops were cancelled. 

12. 2 ingot moulds, as recommended by the above team supplied by the 
firm were sent to TISeO for Bervi~ UiBW. a6 it WAIl n~iRl'Y to be sure that the 
mQ~lds would stand the temperature of molten steel and not crack. Both 
the mgot moulds failed in the first test itself-one broke into pieces completely 
and the other fully cracked. Similar test carried out at Bhilai Steel Works 
also revealed the same results. 

13. At that time, the total amount adjusted and paid to the party was Rs. 
4.93 lakhs. 

14. On the basis of the above test results the order with Mis. Bhandari 
was cancelled. 

·According to pass 55 of the 23rd report of P.A.C. the figure is Rs. 15482 and 
Rs.888. 



IS. In August, 1962, a suit for a claim of Rs. 12.23 laths was filed against 
MIs Bhandari Iron" Steel Co. and against the State Bank of Indore (for" not 
honouring the guarantee for Rs. 5 lakhs). This claim includes liquidated 
damages amounting to Rs. 5.98 Jakhs. 

16. The PubJic Accounts Committee had, inter alia, recommended that the 
entire deal should be investigated and they be informed of the final outcome. 
Accordingly. an enquiry Committee consisting of Sarvashri S. C. Guha 
Maulik, Chief Superintendent Iron" Steel. A. Y. Mehta, Deputy Generat 
Manager and R.s. Bery, Deputy Financial Adviser was appointed by the 
General Manager, Bhilai Steel Plant to enquire into this case. The findings 
of the Committee were that all acts done in connection with the purchase of 
ingot moulds from Mis Bhandari Iron" Steel were covered by proper 
sanction of the Board and Government, wherever necessary. 

17. The Committee however, felt that the judgement exercised in placing 
the order by the engineering department, purchase department and the 
finance department was not sound. 

18. The Committee was not" however, able to apportion blame or fix 
responsibility on any individual officer. The Committee also mentioned" 
in their report that the technical officers who indented for these items and" 
advised about placement of orders erred in their judgement in regard to the 
capacity ofthe firm to produce big castings of this nature. At the time of 
entering into the above deal, the Bhilai Sted Plant was not equipped with 
experienced technical personnel specialised in the field and the team that 
was actually deputed seems to have accepted the assurances given by the 
firm either without proper investigation or in ignorance or perhaps the 
inadequacy of the investigation was due to comparative ignorance of the 
process and the problems involved. On being enquired as to what action 
had been taken by Government on the findings of the Enquiry Committee, 
the Government have replied that no action could be taken aginst any officer 
due to the following reasons: 

(i) the technical officers who indented for the ingot moulds and hot 
tops and advised in regard to the placements of the orders on MIs. 
Bhandari and Co., crred in their judgement in regard to the 
capacity of this firm to produce big castings of this nature. Appa-
rently. the intricacies of producing such heavy castings were not 
known to them, and they accepted in good faith the assuranCes 
given by the firm. 

(Ii) Inquiry Committee has also not been able to apportion blame or 
fix responsibility on any individual officer. , 

19. nil it u 6Y etse cla6 .. hack to l~ Nevertheless, the Collllllittee 
08 Public Undertaldap feels that the HSL and for that matter every puldic,-; 
lllldertakiDg should jamably ascertain the 6naocial soaadae8s and tedwinl 
capability of a firm before awarding any coatract5 so as to ayoid ~ 
of such cases. 



CHAPTERll 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation (Serial No.1) 1 The Committee recommend that the Air-India should continue to en-
eavour to improve the utilisation of the available capacity. (paragraph 7» 

Reply of Government 
Every effort is being made to improve the utilisation of the available· 

capacity. 
The following are the steps taken to improve the utilisation of the available 

.. capacity i.e. for achieving higher load factors: 
(i) Opening of off-line offices in various countries after considering the· 

revenue potentials of the areas. 
(ii) Revenue pooling arrangement with important airlines who are 

competitors of the Corporation so that wasteful competitio~ can 
be avoided. 

(iii) Selective allocation of funds for publicity and a judicious 
utilisation of such funds so as to ensure that the publicity is. 
quite effective. 

(iv) Incentive by way of introduction of reduced fares over the Atlantic. 
(v) Reduced specific commodity rates for carriage of cargo. 

The results achieved from the efforts made above will be seen from the' 
following figures of overall load factors: 

1962-63 
1%3-64 
1964-65 (up to 
December, 1964) 

'Breakeven Load Factor: 
1962-63 

1963-64 

45·3% 
47·8% 
51·7% 

41·2% 

40·2% 
[Ministry of CirU Aviation O.M. No. 4-CA(7)/64, dated the 9th August,. 

1965J 

Recommeodation (Serial No.4) 
The Committee do not appreciate the abnormal delay involved in fina--

lising the formal regulations regarding grant of loans. The Committee hope 
that the draft regulations will be finalised without delay and strictly adhered 
to in future. (Paragraph 10) 

5 
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1le,Iy of GtweUiiiieut 
The Corporation have reported that the formal regulations have since 

!been drafted and these will be put up to the Board and the Govt. early for 
.approval. 

[MiniJtry 0/ Civil Aviation O. M. No. 4-CA(7)/64, doted the 9th August, 
196'1. 

Farther Reply of GOTeIDDleat 

The Corporation have already set up a Welfare Fund. Rules have been 
'framed legulatins the pnt of loans to the employees or Societies formed by 
employees of Air-India for the purpose of constructins or purchasing dwel-
.linS houses including the purchase of land or plots therefor, as well as miscel-
·Ianeoua loans. 

(Ministry o/Transport and Civil Aviation O. M. No.4-CA (22)/64-Part I, 
·doted 14th October, 1968]. 

RecoaaaeadatIoa (Serial No. 5) 
The Committee are surprised to note that such important decisions as 

·disclosed in this para are left to be decided at lower levels without being 
.brought to the notice of the hisher authorities at any stage. They recom-
mend that suitable instructions should be issued in this regard to avoid the 
,incurring of such infructuous expenditure in future. (Paragraph 11) 

Reply of GoYerDlllellt 

Suitable instructions have been issued for the guidance of all concerned 
.and a copy of the same is enclosed (Appendix I) 

[Ministry 0/ Civil Aviation O.M. No. 4-CA(7)/64, dated the 9th August, 
.1965]. 

RecoauaeadatIoa (Serial No. 6) 
The Committee are glad to note the sound financial position of the Air-

India. They hope that Govt. will take an early decision with regard to the 
proposals of the Corporation to start paying interest on the Government 
.loans and to deposit about Rs. 3 to Rs. 4 crores with the Govt. The 
-Committee also hope that Govt. will take care to see that handsome profits 
·earned by the Air-India do not lead to extravagance. (Paragraph 12) 

~.y 9f <JqTCI1IIIeIIt 

Noted. It has been decided that the Air Corporations need not "fund" 
Itheir depreciation provisions in future. The question of amending the 
provisions of the Air Corporations Act is being examined in Consultation with 
,the Ministry of Law. The question of refund of a part of Air-India's sur-
plus Funds to Govt. is under consideration. 

Air-India, apart from paying dividend on their equity capital have, on 
their own volition, decided to pay interest on the debenture portion of the 

-capital effective from 1963-64, in spite of the moratorium and the Corpora-
tion have already paid a sum of Rs. 60· 34 Iakhs as interest for the year 1963-
<64. The amount was credited to GoV!. under the head 'VI-Interest; C. 
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Other Interest Receipts-Miscellaneous' during the year 1964-65. It may 
also be added that the Corporation is now appropriating substantial amounts. 
to the Development Rebate Reserve. 

[Ministry 0/ Civil Aviation O.M. No. 4-CA(7)/64 dated the 9th August,_ 
1965]. 

Recommeodatioa (Serial No. 7) 

The Committee are of the view that the Air-India should expedite fram-
ing of rules laying down suitable criteria according to which loan should be 
sanctioned and interest charged thereon. Setting up of the Welfare Fund. 
and framing of rules for its utilisation should also be expedited (Para-
graph 13). 

Reply of Govermnent 

The Regulations for the grant of miscellaneous loans and the scheme for 
setting up the Welfare Fund and the rules for its utilisation have since been: 
completed and approved by the Board at the meeting held on 18-8-1964. 
As suggested by the Board, the Rules were discussed informally by the 
Management of the Corporation with the Ministry of Finance. The Cor-
poration revised these regulations on the basis of the suggestions made by 
the Ministry of Financt and submitted them for Central Govt.'s approvat 
under Section 45 of the Air Corporations Act, 1953. Certain additionaJ 
clarifications have been asked for from the Corporation which are awaited. 

(Ministry 0/ Civil Aviation O.M. No. 4-CA(7)/64 dated the 9th August,_ 
1965]. 

Farther Reply of Government 

The Corporation have already set up a Welfare Fund. Rules have heeD' 
framed regulating the grant of loans to the employees or Societies formed 
by employees of Air-India for the purpose of constructing or purchasing: 
dwelling houses including the purchase of land or plots therefor, as well as-
miscellaneous loans. 

[Ministry 0/ Transport and Civil Aviation o. M. No. 4-CA(7)/64-Pt.l .. 
dated the 14th October, 1968]. 

Recommendation (Serial No. 8) 

the Commi~ Ate gurprised at the lothar8}' .JlQWD jp. settlins the pendinf 
matters relating to the staff till the end of 1961 resulting in the loss of about 
Rs. 15,500. As admitted by the General Manager, an increase could' 
have been made in the man hour rates in November, 1960 itself and the sum 
of Rs. 15,500 could have been collected. The Committee hope that sucb. 
delays will be avoided in future. (Paragraph 14) 

Reply of GoftnuIIeDt 

Noted. 
(Ministry o/Civil Aviation O. M. No. 4-CA(7)/64, dated the 9th August .. 

1965]. 
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Recommendation (Serial No. 10) 
(i) The Committee wanted to know the expenditwe incurred on the 

grounded Herons during the year 1962-63, The information is awaited. 
(ii) The Committee are unhappy to note the failure on the part of the 

administration in referring the offers received from U.K. in June, 1957 for 
Rs. 3·33 lakhs and from America in July, 1957 for Rs. 5·52 lakhs to the 
Board for their consideration. Had the Board been properly apprised of 
the falling market price of the Heron Airel aft, the Board might have fixed 
a more realistic sale price of the seven Herons, thereby minimising the loss 
of Rs. 16 lakhs. The Committee cannot help observing that the question of 
the disposal of unwanted Heron Aircraft was handled in an unbusiness-like 
manner and the downward trend of the market fOi Heron Aircraft was not 
given due weight. The Committee trust that the Corporation will· benefit 
from this experience and avoid such erroneous judgements in future 
(Partlgraph 16). 

Reply of GOl'emment 
A statement (Appendix 11) giving the required information is attached. 
The observation of the Committee has been noted by the Corporation. 
[Ministry of Transport and Aviation (Depu. of Aviation) O. M. No. 4-CA 

'(22)/64 dated the 26th April, 1966]. 

Recommendation (Serial No. 11) 
Tho! Committee are glad to learn that the operation of Hyderabad-Vizag 

Service at the request of the Andhra Pradesh Government has now been 
continued on a shortfall guarantee basis. The Committee are of the view 
that whenever the Corporation is asked to operate a commercially non-
profitable route at the request of a State Government, it should invariably 
be on a shortfall guarantee basis. (Paragraph 17) 

Reply or Government 
The Committee's observations have been noted by the Corporation. 
[Millistry 0/ Tra1/3port and Al'iation O. M. No. 4-CA (22)/64, dated 

26th April, 1966]. 
Recommendation (Serial No. 13) 

The Committee are of the view that such "interpretational euors" 
should be avoided and that suitable procedure should be devised to ensure 
that the HQ is in a position t6 ~t6M~tly d~t~t Md l'!aify sueh ~rrors if they 
do occur at all. (Paragraph 19) 

Reply of Government 
The Corporation have issued necessary instructions to their Areas that 

in all doubtful cases, the matter should be referred to Headquarters for 
clarification. A copy each of an extract froni the LA.C. Reservations and 
Ticketing Manual circulated to their Areas on 17-12-64 (Vol. V Section 15) 
and a copy of the further instructions issued by LA.C. with their O.M. No. 
CCM/IATA-I dated 15-4-66 to their Areas are enclosed. (Appendix III) 

[Ministry o/Transport and Aviation (Deptt. 0/ Aviation) O. M. No.4-CA 
(22)/64, dated the 26th April, 1966J. 
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Recommendation (Serial No. 14) 
While the Committee agree that the Corporation is competent to decide 

administrative questions of promotions etc. they are not happy about the 
decision to give retrospective effect to those appointments when the employees 
were not actually performing the duties attached to the posts. The Com-
mittee hope that the Corporation will scrupulously avoid such irregular 
procedures in future. (Paragraph 20) 

Reply of Government 
The observations of the Committee have been noted by the Corporation. 
[Ministry of Transport and Aviation O. M. No. 4-CA (22)/64, dated the 

26th April, 1966]. 

Reeommendation (Serial No. 16) 
Since the General Manager accepted that (i) the agreement entered into 

with the AIROA was to come into force only with the introduction of the 
Pilot operated RT Scheme and (ii) that the RT scheme itself has not been 
introduced till the 1st of February, 1964, the Committee are of the view 
that the ex-gratia payment of Rs. 33,337 to the Radio Officer who left service 
on the 1st January, 1962 at his own request, was not warranted. 

In this connection the Committee would like to refer to the decision of the 
Government of India, Ministry of Finance (Department of Coordination) 
contained in their D.O. No. 837-SCDN/63, dated the 18-11-1963 regarding 
directions to be given by the Government to their representatives on the 
Boards of Directors of Public Undertakings. The Committee feel that the 
Government representatives should look into such financial irregularities of 
the Corporation and report them promptly to Government. (Paragraph 22) 

Reply of Government 
Noted. 
[Ministry of Transport and Aviation (Deptt. of Aviation) O. M. No. 4-CA 

(22)/64 dated the 26th April, 1966]. 

Recommendation (Serial No. 18) 
The Committee would like the Corporation to ensure that the stock 

verification is carried out regularly as per the schedule that has been laid 
down. (Paragraph 24) 

Reply of Government 

A report on Phys~cal Verificatioi\ And Reconciliation of illset~ of tIle Cor-
poration and the Biennial Report on Physical Verification and Reconcilia-
tion of stores for the period ending 31st March, 1964 which were prepared 
by the Corporation and put up to their Board at its meeting held on the 17th 
December, 1965 are enclosed (Appendix IV & V). The Board accorded 
approval to the same. The Corporation have also impressed on the FA & 
CAOs. and Audit Officers at a meeting called by the Financial Comptroller 
on ]st and 2nd March, 1966 the importance of timely completion of this 
work in future in accordance with the laid down time schedules. A copy 
of extmct from the minutes of the meeting are enclosed (Appendix VI). 

[Ministry of Transport and Aviation (Deptt. of Avialion) O. M. No. 4-CA 
(22)/64, dated the 26th .April, 19661. 



10 

____ .. _~e.'UioD [Serial No. 11 (i) ] 
The Committee feel unhappy that such misclassification of expenditures 

should have occurred in the cases of Bhilai and Durppur. They hope 
tbat suitable measures will be taken by the management to avoid such mis-
dassifications of expenditure in future. (Paragraph 29) 

Reply of eo.entJDeDt 
Noted. 

lJl;iiIrjry of Iron and Steel, O. M. No. Pari. (10)-10/64, dated the 14th 
Nomnber, 1966). 

RecollUllelldation [Serial No. 11 (ii) ] 
Jlegarding the increase in foreign exchange components for BhiJai (from 

the revised estimate of Rs. 85·60 crores in 1961 to the actual expenditure of 
Rs. 91·33 crores upto 31st March, 1962 and Rs. 97 ·98 crores upto 31-3-63) 
it was stated in evidence by the representative of the Hindustan Steel 
Limited that the estimate of Rs. 8S ·60 crores did not include the estimate of 
foreign exchange on certain items. viz., 

I. Salaries to the Soviet experts; 
2. Consultant's fee; 
3. Incidental charges on USSR Stores. 

The Committee are surprised to learn that these important factors were lost 
sight of despite two earlier upward revisions of original estimates, first in 
1957 and again in 1961. This indicates that sufficient care is not being taken 
at the time of framing the estimates. The Committee would like Govern-
ment to issue suitable instructions to all the Public Sector Undertakings to 
ensure that the estimates are prepared more realistically and such important 
factors are not omitted from the estimates. (paragraph 30) 

Reply of GoverDlllellt 

The Committee on Public Undertakings, in their 30th Report on the 
Bhilai Sted Plant, had also examined in detail, the upward revisions in the 
Pro~cct Estimates of the Bhilai Steel Plant at the one million tonne stage 
dunng the period from 1956-1963 and the reasons for the increases. In 
this Report also the Committee had reiterated that estimates of capital 
investment for setting up a project should, as far as practicable, be complete 
in all rm_1 ykir S. No. 34, para No. 141 of the 30th Report. A reply to 
this recommendation has already been sent v;Je tL:s DeparlmeiU 0ffit6 
Memorandum No. PARL (6)-10/66, dated the 22nd January, 1968. A copy 
of the reply is also attached for ready reference (Appendix VII). The 
revised procedure referred to therein should meet the requirement in view. 

[Ministry of Steel, Mines tmd Metals (Deplt. of Iron. and Steel). O. M. 
N •• Coy-3(S8)/64, dated the 27,h A.ugust. 1968]. 

Recom ...... tioa (SerIal No. 23) 
The representative of the Hindustan Steel Ltd., promised to furnish a 

statement on the following points reprding the delay in the dates of compl~ 
tion of the erection of the various units of the plant at Rourkcla: 

(II) When were the drawings actually received from the GermaJl firm? 



(b) When did the Hindustan Steel Ltd., ask the German firm for the 
supply of drawings and whether the firm was informed at 
that time that the delay in the supply of drawing should aft'ect 
the completion of civil engineering work within the scheduled 
time? 

(e) When did the civil engineering work actually commence after the 
receipt of the drawings? 

The Committee regret to note that the information on the a9&,e pointS" 
isstill· awaited. This should be expedited. 

In view of the fact that each delay in big projects, has a consequent eJfect 
on other units, the Committee would like the Government to keep a strict 
watch over timely completion so that such delays are avoided as far as 
po.ssible.(Paragraph 32) 

Reply of Government 

It is much regretted that the reference made before the P.A.C. in respect 
of delay in getting detailed drawings from Germany was inadvertr.nt and may 
please be treated as withdrawn, as delay in receipt of drawings was only 
for a short period and was consequently negligible. The real reasons for the 
delay were, delay in site formation, civil engineering work, Labour strikes at 
port and collapse of a Railway bridge near the plant in 1958, which adversely 
affected the receipt of equipment etc. 

The Committee's recommendation that Government should keep a 
strict watch over timely completion so that such delays are avoided as far as 
possible, has been noted. In fact, the Ministry is already keeping such 
watch .. 

[Ministry of Iron and Steel, O. M. No. ParI. (10)-10/64, dated the 14th 
February, 1966] 

Recommendation (Serial No. 25) 

In reply to a question, the Secretary, Department of Iron'ASteeland the 
representative of Hindust~ Ste.el Limitc:d admitt~ that th¢_er given 
by the management to AudIt as mcluded 10 the audit para Oll"~ ... , in com-
missioning was incorrect. The Committee, therefore, desired to be furnished 
with a note giving the actual reasons for the delay in commissioning of Coke 
Oven No. III and the Potash Plant at Rourkela. 

Tbw <;::ommittee reiTet that the information is still awaited on the above 
point. The committee would like to emphas~se that t~e MInistries/Deparl-
ments should furnish correct information to Audit based on indisputabl 
facts. (Paragraph 34) 

Reply of Government 
Coke Oven No. III 

The commissioning of this ~nit .was delayed due to the poor off-take of 
coke by the Blast Furnace which 10 turn was caused by the following: 

(i) Delay in the erection of Blast Furnace No. III which was ready for 
commissioning in June, 1960 only. 

M7LSS/69-2 
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(If) Poor off-take of' )lot Dictai by the Steel Melting Shop due to (a) 
delay in the erection of the Rolling Mms (erection was completed 
between September, 1960 and August, 1961) and (b) break-downs 
in the Blooming & Slabbing Mill in June, 1961 and December, 
1961 when the mill was. closed for 44 days and 26 days respectively. 

(iii) ~7r repain ill Blast F I r',,:,,~~%2t~. 
(Iv) Inadequacy of the auxiJiaryequiplrient- s as locos, w~ ~ 

ladles on account .ot-which Blast Furnace o. 1 cou1ct not be 
rccom~sjODed·-till August, 1962. . 

Pottuh PIa,,':" 

. The delay iiHlte commissioning of the Potash Plant was d~ (i) troubles 
10 the screw tube compressors in the Coke Oven & ~y~oduct Plant and 
(U) inadequacy of the gas available from the CokctDven Battcrip.s to ensure 
trouble-free operation of the pilmt whichift turD was due to the non-com-
_sioDing of the Coke Oven Battery No. III for the above reasons. 

This plant has been commissioned with effect from Sth September, 1962. 
[Ministry of Steel and Mines (Deplt. of Iron and Steel). O. M. No. Pari. 

{to)-IO/64, dated the 17th May, 1965] 
Recommendation (Sed" No. 27) 

The Committee were also informed in evidence that in spite of protesu. 
from the Rourkela Plant authorities, somewhat higher target wu 
fixed in their casc. The Committee fell that there should be a uniform _is and procedure for fixing targets in all the Steel Plants. 

Reply of Goftl'lUlleDt 

Noted. 
NO~~~~~ and Steel, O. M. No. Pari. (10)-10/64, dated the 14th 

.::-?~,: .. > .. 
Recommeadation (Serial No. 28) 

The Committee are perturbed to learn about the conflicting views of'the 
t!rm~ of German and Indilll t;1\~m, Th~y trust that the Hindustan Steel 
Umited will take adequate steps to rectify all the defects in the plant and its 
maintenance. and that shortfaUs in production will be avoided in future. 
(Paragraph 37) 

Reply of Govenunent 

A copy of Hindustan Steel Limited's note detailing the procedure for 
the maintenance of various units of the Rourke1a Steel Plant is enclosed 
(Appendix VIII). 

[Ministry of Iron and Steel, O.M. No. Pari. (10)-10/64, dated the 15th 
.TuM, 1966]. 
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RecollllDell4atiOD (Serial No. 29) 
The Committee hope that every effort will be made to reduce the ~t 

.of production. It would be useful for the Ministry to make periodl~1 
.comparison of the cost of production in Hindustan Steel Limited with that In 
TISCO & lISCO. 

The Secretary, Department of Iron and Steel, assured the Committee 
that with the increasing efficiency in production, the Hindustan Steel Limited 
would better even the TISCO figures and that was their aim. The Committee 
hope that this aim will be fulfilled soon. (paragraph 38) 

Recommendation (Serial No. 30) 
The Committee note that steps are being taken to reach peak produc-

tion and to reduce the costs of production. They hope that the concrete 
results of these steps in the shape of reduced cost of production in the plants 
under Hindustan Steel Limited at least to the extent of cost of production 
of private producers would be visible soon. (paragraph 39) 

Reply of Government 
The enclosed statement (Appendix IX) gives the works cost per tonne 

of ingot steel for Rourkela Steel Plant, Bhilai Steel Plant and Durgapur 
Steel Plant under Hindustan Steel Limited as also that of TIseo Ltd. and 
also lISCO Ltd. for the years 1961-62 to 1964-65. It will be seen that the 
works cost in Hindustan Steel Limited plants has shown a declining trend 
except during 1964-65 in the case of Bhilai and Durgapur when the works 
-cost was a little higher than the works cost during 1963-64, whereas in case 
of TISCO & lISCO there has been a reverse trend. Inter-plant compari-
'Son has been limited to the ingot stage which is considered fairly representa-
tive. There are certain inherent difficulties in comparing costs of finished 
prodUcts due to differences in costing practices, product-mix of the plants 
and other variations. The information has been given for the period 1961-62 
to 1964-65 the calculation for which has been duly verified and vetted by the 
local audit. 

The suggestion of the Committee that the Ministry should make periodi-
cal comparison of the cost of production in Hindustan Steel Limited with 
that in TISCO and lISCO has been noted in the background above. In 
fact, such a comparison is already being made from time to time. A 
scheme of Quarterly Performance Reviews has been introduced at the Head 
Office of the Hindustan Steel Limited and at the Ministry level according 
to which performance is measured agaillst prescribed targets. This includes. 
a review of the cost or productt6ft 111~l). :f:ffom are being ~ODWlUouslr madt: 
to control costs and these include attempts at improved operational prac ... 
tices, better inventory control, control of overhead costs, etc. \ 

It might be added here that the Committee on Public Undertakings 
had, among other things, examined the cost of production in the Hindustan 
Steel Limited Plants and had made certain observations/recommendations 
in this behalf in their 28th Report (Third Lok Sabha) on the Head Office 
of Hindustan Steel Limited. In reply to Recommendation No. 23 (para 
75) of this report, it ha.s been indicated that cost of production both in 
the public and private sector steel plants had shown an upward trend since 
1964-65 on account of a number of external cost-raising factors such as 



devaluation, implementation of the recommendations of the Wage Board,. 
iDaeases in Railway freight. Eloctricity Tariffs and duties. slackening of 
demand leading to non-utilisation of full production capacity. etc. 

[Ministry of Steel. Mines and Metals (Depll. of Iron and Steef).O.M. 
No. Coy.-3(S9)/64, dated the 14th March, 1969]. 

IlecoDlDlelldatioa (SerIal No. 31) 
The Committee would like to be informed about the final outcome of 

the case relating to Dolomite Calcining Plant. (paragraph 40) 

Reply of Go'erDDleut 
The Lime Dolomite Calcining Plant at Rourkela is now working satis-

factorily. Regarding the release of last 5 % payment to MIs. Fariedrich 
Siemens, Contractors for the Dolomite Calcining Plant, it has not yet been 
made, pending settlement of certain counter claims made by the Rourkela 
Steel 9tant. 

[MinIsJ!}' of Iron and Steel. O.M. No. Pari. (l0)-10164, dated the 15th 
June, 19(6). 

lteeolllllleDdatloD (SerIal No. 32) 
The Committee consider it unfortunate that a. a result of the wrong 

judgement on the part of the authorities a saving of about Ra. 30 lakbs 
in foreign currency could not be effected. They hope that proper thought 
and coDlideration would be given in future to such matters so as to avoid 
recurrence of such cases. (paragraph 41) 

Reply of Go,ermaeat 
No specific action seems to be necessary with regard to S. No. 32. How-

ever the recommendation has been noted. 
[Ministry of Steel, Mines and Metals (Deptt. of Iron am:I Steel). O.M. 

No. Pari. (10)-10/64, dated the 28th September, 1968]. 

Bec:oauaeadatioD (Serial No. 35) .~ 

The Committee are sorry to note that the trouble in the first Blast Furnace 
was due to faulty way in which the bricks were arranged which had led to 
certain leakages near the top hole. This resulted in an extra expenditure 
of Rs. 99,474 on clearing up the lining and relaying it. The Committee 
hope that such costly errors would be avoided in future. (paragraph 
ttl 

Reply of Government 
Noted. 
(Ministry of Steel mid Mines (Deptt. of Iron and Steel) O.M. No. Pari. 

(10)-10/64. dDttd the 17tl, May 1965] • 

RecoDUDelldatioD (Serial No. 36) 
The Committee trust that the overall improvement claimed to have 

been achieved in the plant as a resUlt of the steps taken will continlle to be 
maintained. (paragraph 45) 



Reply of Government 
Noted • 

. [Ministry of Steel, Mines (Deptt. of Iron and Steel), O.M. No. Pari. (10)-101 
64, dated the 17th May, 1965]. 

Recommendation (Serial No. 40) 
The Committee feel concerned to note that the demurrage charge-

incurred by the Hindustan Steel Ltd., which were Rs. 20 ·33 lakhs in 1960-61, 
had gone upto 63 ·83 lakhs during 1961-62 and Rs. 56 ·65 lakhs in 
1962-63. The Committee would like to draw attention in this connection 
to para 32 of their 7th Report (Third Lok Sabha) wherein they had re-
commended that demurrage charges would not only push up the cost of 
end product at the project but also impede the optimum utilisation of wagon 
capacity of the country. The Committee cannot accept that incurring 
the demurrage charges as a regular feature is totally unavoidable. In their 
view demurrage charges are avoidable and wasteful expenditure. In 
the evidence the Committee were informed that the matter was discussed 
with the Railways at various levels. The Committee trust that effective 
step3 will be taken in co-operation with the Railway administration to mini-
mise/eliminate the demurrage charges. (Paragraph 49) 

Reply of Government 
The recommendation' of the Committee was brought to the notice 

<'Jf Hindustan Steel Ltd. for necessary action. As was explained in evidence 
there are a number of factors contributing to detention of wagons and in-
curring of demurrage charges and f!!1Y remedj!!L.acti~hich can sub- II 
s!!mi~~JQwer these __ ~g..~.r-&~~jnvo!Y~~ .. !I1g.4.lfications and changes in rilles // 
and p'racti'£CLQL1M;J~:ailwl!Ys.:..··-Por example;t1ie 'p~r~ssible free tI!De' 7 
iIIowedTor the handItng or wagons is not enough consldermg the practIcal 
difficulties. There is also the problem of bunching which result on many 
occasions in a number of wagons coming in which are beyond the daily 
handling capacity of the Plants. There is also on occasions detention neces-
sitated by the Railways' own inability to receive them. Constant efforts 
are being made to overcome these difficulties to the extent possible. 
Unfortunately, there has not been much improvement in the quantum of 
demurrage charges paid by the Steel Plants except in the case of Durgapur 
Steel Plant. The position (as in September, 1968) over the last few years 
is indicated below : 

(Rs. in laldls) 
Amount actua1ly paid 

, . \ 

1963-64 1964-65 1965-66 tgU-t;7 1~67-6l1 

Durgapur Steel 
Plant 10·93 11·16 18·20 0·20 0·96 

Rourkela Steel 
Plant 19·45 21·38 39·64 26·60 45·29 

Bbilai Steel 
Plant 11·49 21·96 26·40 16·70 18-90 

Efforts to bring down demurrage charges are continuing. 
{Ministry of Steel and Mines (Deptt. of Iron and Steel), O.M. No. Coy-

19(14)/68, dated the lst November, 1968]. 



................ (s.taI No. 43) 
The Committee arc glad to learn that the system of internal audit has 

.,. reorganised and improved. They would, however, like to point out 
that the system of internal audit can be really effective only if the audit objec-
tions arc attended to with promptitude. The Committee would like the 
H.S.L. to take steps to ensure prompt and adequate attention to points 
raised by the Internal Audit Department. (paragraph 52) 

Reply of GoYel'lllMllt 

The points made by the Internal Audit Department are being attended 
to promptly and regularly. The Internal Audit Department is directly 
uDder the control of the General Manager and remedial action is taken 
at the highest level of the Management. During 1963-64 Internal Audit 
Section issued 64 memos and S2 were finally disposed of. Two memos. 
inw.lved remedial action which was also taken simultaneously. 

fMinistry of Sleel and Mines (Deplf. of Iron and Steel) O.M. No. Pari. 
( 0)-10/64 dated the 12th November, 1964]. 

Reeoaamendation (Serial No. 44) 
The Committee need hardly emphasise the necessity of reducing the per-

centage of rejections to the minimum as ultimately rejections mean loss. 
to the Company. (paragraph 53) 

Reply of Government 
The recommendations of the Committee have been noted. 
(Ministry of Steel, Mines and Metals (Deptt. of Iron and Steel) O.M. 

No. Pari. (10)-10/64, dated the 6th May, 1967]. 
ReeollUllelldation (Serial No. 49) 

The Committee find from the Audit comments and the facts placed 
before them in the course of evidence that certain items which were not to 
be taken credit of, have been included in the credit side. The Committee 
feel that to that extent the profit and loss account will be affected. Since 
it is desirable that the profit and loss account and the balance sheet of the 
Company should give accurate and correct picture of their working. the 
Committee desire that the Hindustan Steel Limited should take suitable 
measures so that such lacuna do not creep in the accounts (Paragraph 
58) 

RetiIY of Goftrnmeut 

DEPRECIATION-FIXED ASSETS AND WORKS-IN-
PROGRESS 

In respect of the Bhilai Steel Plant. an amount of Rs. 381 lakhs repre-
seating the cost of works certified to have been completed has been capita-
Iiaed from work·in·progress to the respective units on prorata basis and nec:ea-
sary depreciation has been provided since the inc:ep,!ion upto 31st March. 
J967. This includes the sum of Rs. 203 lakhs specified in the observation. 
As on date. there is nQ balance left under work-in-progress as far as MTP 
is concerned. 
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1l1li ... SIwt : 
CURRENT ASSETS-LOANS AND ADVANCES 

Most of the cases shown in "Stores-in-Transit" in the year 1962-63 were 
adjusted in the year 1964-65. 

It has been certified from the ·Store-in-Transit' account for the year 
1966-67 that no items relating to the years 1957-58 to 1961-62 were outstand-
ing for adjustment at the end of March, 1967. 

Profit and Loss Account 
In the accounts of Rourkela Steel Plant, a sum of Rs. 11 ·84 laths taken 

credit of for 1962-63 representing the difference between the retention price 
subsequently fixed and the provisional price originally charged to Tata' 
Iron and Steel Company for sale as Steel ingots has since been realised from nsco in the year 1963-64. 

Constant efforts are being made to bring about improvements in the 
system of accounting and the timely rectification of errors. An increasing 
use of mechanical devices for speedy and accurate accounting and the 
introduction ofa system of Audit by the Internal Audit wing of the Company 
in addition to the Statutory Audit by the Chartered Accountants has helped 
to minimise such errors. An exact provision in respect of depreciation has. 
however, not been possible because of the current expansions of the steel 
plants and periodical commissioning of the various expansion units. In 
such cases, initial capitalisation is usually made on an estimated basis 
pending the finalisation of the completion reports which does not always 
permit an exact provision but the differences are generally marginal and 
necessary adjustments are carried out with retrospective effect, wherever 
necessary. 

[Ministry of Steel, Mines and Metals O.M. No. Coy. 19(9)/67, dated 
the 3rd December, 1968]. 

Recommendation (Serial No. 51(i» 
(i) The Committee enquired about the targets of production in term8 of 

H-22 lathes fixed by the board of Directors for the years 1961-62 and 1962-
63 and the actual production in terms of H-22 lathes during these years. The 
witness promised to furnish the information. The Committee also enquired 
about the percentages in terms of money value, of imported components 
used in H-22 lathes and other machine tools manufactured or assembled 
dorinl each of these two years. The witness promised to supply the informa-
tion. It is stiU awaited. (paragraph 60) 

Reply of Govenunent 
The Hindustan Machine Tools Ltd. originally fixed the capacity at 400 

lathes in terms of H-22 lathes. When the company was producing only 
H-22lathes in the beginning, the target for 1965-67 was 57 H-22lathes reach-
ing the full production of 400 lathes in 1960-61 in single shift. However, 
from the year 1961-62 onwards the targets were fixed not solely in terms 
of H-22 lathes but in terms of total number of machines which also included 
the diversified machines e.g. milling, drilling machines etc., besides H-22 
lathes. With the introduction of multiple shifts the production programme 
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was diwnified and revised to 13S mKhines in 1956-S7 proSfCSSively iDcre" 
iDa to 1000 divenified maddnea ill 1960-61. 

1961-62 
1962-63 

Year 
Pro-

grammed 

(No. of 
machines) 

1,302 
1,60) 

·CF"lIurcs do not include Spocial Accessories). 

Actual 
produc-

tion 

(in 
terms 

of 
H-22 
lathes) 

1,295 
1,619 

Actual 
produc-

tion 

(in _ 
terms 

of 
diversified 
machincl) 

1,251· 
1,615· 

The percentage of imported components to production costs during the 
years 1961-62 and 1962-63 are indicated below: 

1961-62 1962-63 

Lathes -H- famill! . Nil Nilt 
LBfamly. Nil 2'39% 

MiIliDt machines 9'70% "'37% 
Redial Drills 6·75% 1·56% 
Orlndins machines 78·70% 30'37% 

tEven tbouah indiaenous manufacture of components was taken up in full from 
1961-62 supplies of components ordered in earlier years were delivered and 
utilised in 1962-63. This represents 2 '39% of the 1962-63 production. 

[Ministry of Industry O.M. No. 6(72)/63, dated the 2nd February, 
1~]. 

Rec:omDleIldatioa (Serial No. 51(ii» 
(Ii) The Committee observe that the figures of production included 

machines assembled from ready-to-assemble parts. It was admitted by the 
witness that the assembly of machine tools from imported ready-made 
pans required less time than the actual production of complete machine 
tools from raw materials. The Committee, therefore, feel that in order 
to present a correct picture of production the figures of production in both 
cues should be maintained and shown separately by the Company in their 
documents. The Committee feel that fixation of targets on the basis of value 
of production in terms of sellin6 prim will only giYti an unreaIi&tic picture.· 
'I\e Committee also suggest that a uniform procedure on the basis of stan-
dard man-boon should be adopted by the company while fixing the targets 
so that there can be no ambiguity in judging actual performance against 
these wgets. (Paragraph 60). 

Reply of Govenuaeat 
The quantitative production targets during any year are based on the 

sales patterns. pending order position and the availability of productioll 
facilities measured in terms of standard hours. During the course of the 
year, these estimated are reviewed and pruned to meet the changing condi-· 
tioDs. 
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~ . : 1besuggestion has, however, been noted for future guidance. 
, ' [Ministry of Industry O.M. No. 6(72)/63-M.T., dated the 2nd Feb1'UQl'Y~' 
~966]. 

Recommendation (Serial No. 56) 
The Committee are not convinced that the abnormal delay in assess~' 

ing the assets and liabilities in this case was unavoidable. AU the el~ 
collieries, even though some of them might be very old, were owned by 
the Government of India. These were transferred to a Government Cor~ 
poration. Therefore, there ought not to be any difficulty in the matter o~ 
assessing the assets and liabilities. The only reason that would be respon-
sible for the difficulty could be the fact that the Accounts of these collieriCli 
and the' records of topographical maps had not been maintained properly 
by the original owners (Government Departments). Such lapses, in the 
opinion of the Committee are serious and merit special notice and remedial 
action. 

The Committee hope that now the topographical maps have been 
prepared, there would be no further delay in effecting final transfer of the 
assets and liabilities to the Corporation. (Paragraph 65) 

Reply of GoYernment 
Noted. 
The delay in the finalisation of the deed of transfer of assets and liabi-

lities of the ex-State Collieries to the National Coal Development Cor-, 
poration was mainly owing to the fact that in the assets to be transferred 
to the Corporation, there are certain. items which according to the N.C.D.C. 
were ineffective balances. With a view to expediting the execution of a for-
mal deed of transfer, it was proposed that as a First Part Agreement such 
of the assets and liabilities in regard to which there is no doubt or dispute 
should be transferred straightway to the Corporation by a deed of assign-
ment. In the meanwhile, on the basis of the legal advice received by the 
Government, it became apparent that outstanding bills due to the ex-State 
Collieries as also the liabilities of these Collieries cannot be legally trans-
fecred by the Government to the N.C.D.C. This necessitated revision of 
the First Part Agreement as prepared earlier in consultation with the N.e.D.C. 
The revised First Part agreement transferring formally the ownership and 
management of the ex-State Collieries to the N.C.D.C. was executed bet-
ween the Government of India and the N.C.D.C. on 27-11-63. By this 
Agreement, tbe Government have transferred to the N.C.D.C. the bulk 
-of the assets valuing Rs. 5,54,03,679 of the ex-State Collieries comprising 
buDdiftgg, plant and machinery equipmont ,~, 

Regarding the remaining assets of the ex-State Collieries, the correct-
DCIS of which is disputed by the N.C.D.C., it has been decided by the Go-
vernment that they too may be transferred to the N.C.D.C. after their cor-
rect value bas been ascertained. The work of ascertaining the correct value 
of these assets has been assigned to an Accounts Officer who has been spe-
-cially detailed for the job by the Comptroller and Auditor General of India. 
The Accounts Officer has completed scrutiny of the bulk of the records of 
the ex-State Collieries with a view to ascertaining the correct value of the 
assets which remain to be transferred to the N.C.D.C. The Second Part 
-of the Agreement for transfer of the remaining assets of the ex-State Col-
tieries is proposed to be executed shortly in conSUltation with the N.C.D.C. 
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aad the ACCOUDtaIlt GeDeraJ, CommeIce. Works and MiscelI"'OMI 81 mo. 
81 the Accounts 0fIk:er ..:omp1etea his assipment and the correct value or 
die suets to be transferred to the N.C.D.C. baa been ascertaiDed. 

ReprdinJ the liabilities of the ex-State Collieries which, ~~ 
to 1ep1 adVJc:e cannot be transferred to the N.C.D.C., Government have-
decided to assume the same. Similarly the outstanding bills due to the: 
Q-State Collieries which, again on legal advice cannot be transferred to the: 
N.C.D.C. are now to be realised by the Government. The GoveI'DDlCllt 
have, however appointed the N.C.D.C. as their attorneys for realisation or. 
tile outstanding dues of the ex-State Collieries as also for discharge of tbe 
liabilities of the ex-State Collieries on behalf of the Government. Apatt 
from this, Government have set up a special c:ell in the N.C.D.C. to expe-
dite recovery of the outstanding debts due to the ex-State Collieries. 

[Ministry of Steel and Mines (Deptt. of Mines and Metab). O.M. No. 
C. 2-10(7)/64, dated the 7th September, 1965] 

RecommeadatioD (Serial No. 59) 
The Committee learn with regret that initially due to inadequacy of traDI-

port (shortage of wagons as weU as line capacity) and later mostly due w· 
slump in the market, the production of coal had to be deb"berately kept 
down. This only indicates that initial targets were not fixed rea1istically. 
Since scaling down of production below the targets initially fixed results· 
in a large proportion of the machinery being rendered idle and workers laid 
oft', the Committee desire tbe Government and the Corporation to make-
JODI-term planning with the help of the Ministry of Railways and TraDI-
port and maintain close liaison amongst themselves so that such situations. 
do not arise in future. (Paragraph 68) 

Reply of Go'fel'llllat 
The recommendation has been noted. 
[Mlnutry of Steel and Mines (Deptt. of Mines and Metals), O.M. No. C:_ 

2-10(7)/64, dated the 7th September. 1965]. 

Recommendation (Serial No. 61) 
While the Committee are glad to know about tbe remedial measures; 

which are being taken to avoid losses by fire they cannot find any justifica-
tion for not taking such measures as soon as stocks had begun to accumu-
Jate. They also feel that in anticipation of the accumulation of stocks, 
the National Coal Development Corporation should have taken a decisioD 
to scale down tbe Production at the apFr9pril'~ W. In ibGir opiniOD, 
h was hardly prudent on the part of the Corporation to display their capa-
city to achieve the target despite heavy accumulation and attendant risk of 
fire which eventually resulted in a total loss of about Rs. 2·40 crores to-
tbe public exchequer. (paragraph 71) 

Reply or Go?el'lllDellt 
The observations have been noted. The actua1 expenditure incurred 

OD fire stoppage was Rs. 44·06 lakhs up to 31-3-64 (This does not take into-· 
account the loss of production valued at over Rs. 2 crores). 

[Mlnislry of Steel and Mines (Deptt. of Mines and Metals},O.M. N_ .. 
C. 2-10(7)/64. dated the 22nd December, 1965]. 
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IlecoauDeudatioa (Serial No. 63) 
The Committee are sorry to leam that a loss of Rs. 16 ·70 lakhs occurrect 

due to deterioration in quality of coal stacked in various collieries. 'Ibc-
Committee would impress upon the Corporation the need to avoid such 
losses by taking preventive measures at appropriate time. (Paragraph 72) 

Reply of Government 
Noted by the Corporatione 
[Ministry of Steel and Mines (Deptt. of Mines and Metals), O. M. No. 

C2-10(7)/64, dated the 7th September, 1965]. 

Recommendation (Serial No. 64) 
The Committee would, like to be informed when the two walking drag-· 

lines and the crawler mounted dragline are actually commissioned. They 
would also like the Corporation to ensure that delays involved in assembling, 
such costly machinery are reduced to the minimum. (Paragraph 73) 

Reply of Government 
The observations of the Committee have been noted. One walking 

dragline was commissioned on the 30th November, 1964. The second 
dragline which was under erection would have been commissioned in July, 
1965, but the commissioning has been delayed because of some damage to 
its electrical control equipment on 3rd June, 1965. 

The crawler mounted dragline was commissioned in February, 1963. 
[Ministry 0/ Steel and Mines (Deptt. 0/ Mines and Metals), O.M. C2-10(7)/ 

64 dated the 22nd December, 1965]. 

Recommendation (Serial No. 65) 
The Committee may be informed' of the latest position regarding the 

utilisation of the plant and machinery. (paragraph 74) 

Reply of Government 
Out of Rs. 120 lakhs of plant and machinery tranl'ferred to stores due to 

curtailment of production, plant and machinery worth Rs. 99 ·70 lakhs have· 
since (from April'64 onwards) been issued from the stores to works. 

[Ministry 0/ Steel and Mines (Deptt. of Mines and Metals). O. M. No. 
C2-1O(7)/M dDted 22· 1Z· I 96j]. 

Recommendation (Serial No. 66) 
(i) The Committee desired to know the percentage of spares to the total' 

value of consumable stores held as on 31-3-1957 and 31-3-1962. This 
information is still awaited. 

(ii) Even after making due allowance for the various factors explained 
during evidence, the Committee feel that the increase in the closing stock of' 
stores and spare parts etc. from Rs. 60 ·78lakhs on 31-3-1957 to Rs. 1,059 ·03 
laths on 31-3-1962 (or 1742·4 per cent) is far too f'xcessrve. In the opinion 
of the Committee the holding of stores much in excess of the actual require-
ments ~ot only locks up capital but is attendant with the risk of loss due to-
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deterioration of storage. They sugest, therefore, that the requirements should 
lID II8CSIed more realistically than what seems to have been the case hitherto. 
lbe Committee would like the Corporation to take early steps to reduce the 
",*DL stocb of stores:and spare parts etc. to a more reasonable propoi- : 
Cion. (Parqraph 75) j 

Reply of GoYenuaeat 
(i) The value of spares and other consumable stores held as on 31-3-57 

and 31-3-62 is as under: • 

(G) Value of spares 

'(6) Other consumable items including P.O.L. • 

TOTAL 

As on 
31-3-57 

Rs. 
6·89 
lalths 

35'44 
lalchs· 

42'33 
laths 

Asoa 
31-3-62 

33J -67 
lakh.t; 

229·02 
laltlls 

560-09 
)uhs 

"11to clOlin. balance o( other consumable stores including P.O.L as on 31-3-57 
bu been aniwd at RI. 35'44 laltha after taking into account a figure of minus balance of 
'ltt. 1 ,0) lakba at JaraDidih Colliery. 

Tho percentage which-the spares bear to the total value of consumable 
Itorcs held on the above dates are given below: 

Percentage of spares to total value of consumable stores . 

(u) This has been noted by the Corporation. 

As on As on 
31-3-1957 31-3-1962 

Rs. 
16'3~~ 

Rs. 
59·J I:' 

(iii) The steps taken to reduce the closing stock of stores, spare parts etc. 
to a more reasonable proportion have been indicated in the statement 
-attaclled (Appendix X). 

[MinJstry of Stul and Mines (lhptt. of Mines and Metals), O. M. No. 
C2-10(35)/63 dQled 20-1-1966]. 

Reeoauaeadatloa (Serial No. 68) 

The Committcc do not a~pteilte luell delays in the examhtauon of the 
Accounts and desire that this work should be expedited. (paragraph 77) 

Reply of Govenaeat 
The Accounts Officer appointed to determine the balance of ex-State 

CoUicries has submitted details in respect of Rs. 24·48 lakhs and these are 
under scrutiny in connection with the finalisation of the second part of 
uansfer deed. As regards the sum of RL 39,CXXJ/-, this has been adjusted 
in 1963-64 accounts. 

[Miniltry of Steel and Mines (Deptt. of Mines and Metals), O. M. 
No. C 2-10 (7)/64. dated 7th &ptember, 1965]. 
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Becoauaatdatioa (Serial No. Q) 

The Committee consider it unfortunate that it had not been possible to 
conduct cent per cent physical stock-verification of stores. They need hardly 
emphasise the importance of this work in order to safeguard against losses 
,owing to pilferage or otherwise. They hope that cent per cent annual stock 
~erification will be conducted regularly in future. (paragraph 78) 

Reply of Govenuaeot 
Steps have been taken to achieve cent per cent annual stock~'verificatioll 

by recruiting and training the requisite manpower required to carry out 
stock-verification in the depots attached to the collieries, workshops, etc. 
The actual stock verification for the year 1964-65 has since been completed 
and the percentage of verification made ranged from 60 % to cent per cent. 

[Ministry of Steel and Mines Deptt. of Mines and metals). O. M. No. 
C2-1<X7)/64. dated the 28th January 1966]. 

Recommendation (Serial No. 70) 
The Committee hope that the work relating to reconciliation of the cost 

sheets with the financial accounts of collieries would be completed withoqt 
undue delay. (paragraph 79) 

Reply of Government 
Steps have been taken to ensure that the Cost Department is kept briefed 

periodically in regard to the adjustment to be incorporated in the monthly 
cost sheets so that the cost of production disclosed by these monthly cost 
sheets has a close relationship with the figures in the financial accounts. 
It has also been laid down that the final reconciliation should be carried 
out betweeen the cost sheets and the financial accounts at the time of 
the closing of the financial accounts at the end of the year. In consequence 
the reconciliation between the cost sheets and the financial accounts will be 
completed by the time the financial accounts of the Corporation are finalised. 

Further rnnarks 
(i) Mter the close of the financial year 1963-64, the Cost and Financial 

figures were examined and discrepancies between the two sets of figures 
were broadly located. 

(ii) Steps have been taken for reconciliation of cost and financial accounts. 
From the past experience it is found that the major reasons of discrepenq 
between the two ~ts of figures arc due to priving of 5tOfG6, d;p"'iatioa, 
interest on capital, headquarters charges and deferred revenue expenditure 
write off. As these adjustments are carried out on1y at the time of finalisa-
tion of accounts and due to delay in Stores Accounting the prices of 
materials booked not being made available at the time of preparation of cost 
statement, a month to month comparison between the cost and financial 
accounts is not possible. However, action has already been taken to take 
the figures in respect of depreciation, interest on a capital" and headquarters 
charges on a more conservative basis so that the discrepency between the two 
is reduced to the minimum. 

As regards pricing of stores, the mechanisation of Stores Accounting 
has already been taken up and it is expected that during the year 1965-66 .. 



tJUa will facilitate to mako available storca prices at the time of preparation 
-of COlt statements thereby making the two sets of figures in agrecmenL 

It is alto bein,81'I'8DFd that from October this year. fiDaDcial8CCOQllltlt 
will alia be prepared at aborter iatervala instead of preparin, one account 
.. die end of the year 0Dly. 10 that a comparison betwocn the two sets of 
8aures could be made periodically and the discrepcocy between the two 
eliminated. 

[Mbtlstry of Steel and Mines (Deptt. of Mines and Metals), O. AI No. 
·C2-IO(7)/64 dtJI.tJ 22-12-1965]. 

Reecna ....... (SerIal No. 71) 

1be Committee trust that the Corporation would show better results. 
BOW that the production is to be increased. (paraJlllph 81) 

Reply of GoTel'DBlellt 
This has been noted by the Corporation. 
The reasons for substantial reduction in the profit during the year 1963-:J!" 19 ·S4lakhs) as compared to profits for the year 1962-63 (Rs. 125'56 

) are as follows:-
(I) There was rise in salaries and wages cost during the year 1963-64 

on account of payment of interim relief at the rate of 37 p. per day 
per worker and increase in the variable D.A. at the rate of 19 p. 
per day per worker. Further. the payments of arrears pertaining 
to the previous years were charged to the Revenue account of 
1963-64 which also contributed to increase in the expenses. 

(Ii) There was some increase in the rate of electricity purchases during 
the year 1963-64 as compared to 1962-63. 

(iii) The repair cost also went up due to general increase in stores 
prices. 

(Ministry of Steel and Mines (Deptt. of Mines and Metals), O.M. No. C2-
10(7)/64 dDted 22-12-65]. 

RecGIIIIIleIMIatDa (Serial No. 73) 
The Committee feel that the situation as revealed in this case should 

Dot have arisen had there been firm agreement between the National 
Coal Development Corporation and the Hindustan Steel Ltd. regarding price 
,etc. at the very beginning. It is also unfortunate that there should be 
difference of oyinion at a later stage between two fublic :Jcctor Undertakings. 
The Committee desire that the standard cost of washing should be fixed 
without further delay and firm a~nt entered into for the period 
after 31st March, 1963 so that difficulties of the nature disclosed in the 
Audit Para do not arise in future. (ParaJlllph 82) 

Reply of Goveromeat 
Noted 
The l\:ltional Coat Development Corpomtion entered into a general 

agreement with the Hindustan Steel Ltd. in December, 196] for fixation of 
price of washed coal produced at the Kargali Washery which provided for 
payment in terms of standard cost. In terms of the general agreement, 
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~tandard costs of washed coal mutually acceptable to both the undertakings 
_ the periods 1-10-61 to 31-3-63 and from 1-4-63 to 31-3-65 were fixed on 
28-12-63. 

As a result of the fixation of standard cost, the entire suspense balance 
'Wu cleared by the end of 1963-64. 

Negotiations for fixation of standard cost for the period beyond 31-3-65 
.ace in progress and it is expected that the standard cost valid for the two years 
1965-66 and 1966-67 would be fixed soon. 

[Ministry of Steel and Mines (DepU. of Mines and Metals) O. M. No. C-2-
10(7)/64 dated the 7th September, 1965]. 

Recommendation (Serial No. 74) 
The Committee do not appreciate the reasons advanced for crediting the 

·sum of Rs. 16 ·31 lakhs to the Profit and Loss Account. This has resulted 
in overstating the profits of the Company to the extent of Rs. 16·31 lakhs, 
otherwise the working results would actually show a loss of Rs. 4 ·42 lakhs. 
The Committee, therefore, desire that correct and uniform procedure should 
be. followed in preparing the Balance-Sheet, Profit and Loss Accounts etc. 
(Paragraph 83) 

Reply of Government 

This has been noted by the Corporation. 
[Ministry of Steel and Mines (Deptt. of Mines and Metals), O. M. No. C 

2-10(7)/64, dated the 7th September, 1965]. 

Recommendation (Serial No. 76) 

The Committee desired to know the value of the unserviceable stores 
lying with the Corporation for disposal. The representative of the Corpo-
ration promised to furnish the information later. This is still awaited. 
(paragraph 85) 

Reply of Government 
The unserviceable plant and machinery and scrap materials lying in 

various collieries were auctioned during the years 1962-63, 1963-64 and 
1964-65. The details are furnished as under:-

Value Total 
realised 

SI. 
No. 

Name of Colliery 

1 2 3 4 

Financial year 1962 Rs. Rs. 
1. Sale of scrap in Jarangdih and Sawang Collieries 1,55,215 

69,600 
2. Sale of scrap in Bokaro Colliery and Kargali 

VVasbery . . . . . 
3. Sale at Bhurkunda Power House 2,51,000 
4. Sale at Kargali Power House 10,57,000 
5. Sale at Argada Power House 1,57,000 

17,07,815 
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1 2 3 4 
~1tII ". 1963-64 Ra. ... 

6. u.-rvieeabIe equipment aDd ICraP IDIItaiaII from 
KarpIi Co1liIry aDd IWpIi W..a.ry. •. • 1,85,2100 

1. UDlefViccabIe equipmem aDd scrap JDIteriaIs from 
Oiridib Colliery. • • . • • • 2,29,375 

•• UIIIIf\'icoabIc equipment aDd aap ma&eriaIa from 
CeaCraJ W~keDa • • • • 23,115 

9. umerviceable eq and ICraP materiaII hom 
Botaro Colliery • • . • • • 3,21,663 

10. Ul1IeI'Viceabio equipment and 5a'ap materials from 
Kuruia Colliery • • • • • • • 57.G'O 

1.25,073 

FlllMeItll y«Ir 1964-6$ 
11. Umerviceablc equipment and sc:rap materials rrom 

TaIcber Colliery. • . • • . • l1.4SO 
12. U...-viceabIo equipmont and ICraP matcriaII rrom 

DeuIbera Co1Hery • . • . . • 36,125 
13. UlIICrviceabie wblclcs rrom H.Qra. RaDChi . 1,14,400 
,4- U1IIIIMceabie plant and equipmeut from BKO 41,92j 
15. UIllel'Viceablo plaid &ad equipment rrom Karpli 

5=--bie plant anet eq'uisxnOnt rrOm iarpii 
1,81,300 

16. 
Waabery . • • . . • . . 5,,400 

11. Un.ervlceablo plant and equipment fiom Sawaq 
and Bokaro • ",SOl 

11. Jaraopdlh and Karpli 45,550 
19. Sa~ ........ 71,120 
20. U bIe plant and equipment rrom Oridih . 2,63,600 
21. UllIOI'Vlceabie plant and equipment rrom KarpIi 

Wuhery . . . . • • • • 64,471 
22. U...-vIceabie plant and equipment fkom drilHlII 

Sectio~ Barkakana . 
~ipmCm rmm Centrai 59,480 

23. UDIIl'V1CCablc plant and 
St~ Barkakana 66,904 

10,72,<403 

The reserve value of unserviceable plant and machinery and stores Jying 
with the Corporation for the three years ended 31-3-1963. 31-3-]964 and 
31-3-1965 together with the sale value realised are gi\'cn below:-

Year 

Rs. 
2041,105 
7~840 

16,42,663 

Sale 
valac 

reaJiIed 
Ita. 

17,07,115 
8~ 

10,'72.403 
(ti) Wherever the materials relate to unserviceable plant and machinery. 

due credit has been given for profit or Joss arising out of such transactions in 
tile accounts of the Corporation for the year in which the actual transfer 
of properties took place. 

[Minislr}' of Steel and Mint's (lHptf. of Mines and Metals), 0 . .41. No. C2-10 
(35)/63 do;ed,"e 12thlu/y. 1966). 

Recommebdatioa (Serial No. 77) 

The Committee desired to be furnished with a note/statement setting 
forth the latest position regarding the amount due for recovery for sale of 
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coal (including those outstandings for more than one year). This informa-
tion is still awaited. (paragraph 86) 

Reply of Govenmaeat 
A statement indicating the position as on 31-3-64 regardig the amount 

-due for recovery for sale of coal is attached. (Appendix XI) 
The Statement showing the latest position as on 31-10-65 and indicating 

outstandings more than one year against each item is also attached. (Appen-
~~ . 

[Ministry of Steel and Mines (Deptt. of Mines and Metau) O. M. No. 
C2-10(3S)/63, dated the 1Jjth January. 1966]. 

RecollllDelldation (Serial No. "19) 
The Committee do not feel happy over the slackness shown in the realisa-

tion of dues from middlemen. They hope that some ways would be devised 
so that such dues do not accumulate. In the meantime efforts should be 
made to recover the dues which arc more than three months old from private 
parties. (paragraph 88) 

Reply of GMamaaat 
AU efforts are being made by the Corporation to recover the outstanding 

dues. The Sates Department of the Corporation is also attempting to set 
Bank guarantees from the middlemen so that recoveries can be made 
Crom Banken as and when credit period expires. 
FUI'ther remarks: 

The dues. from private parties, which were more than 3 months old 
as on 31-3-65 amounted to Rs. 68 lakhs. 

(Ministry of Steel anJJ Mines (De pit. of Mines and Metals) O. M. No. C. 
2-10(7)/64, dated the 22nd December, 1965]. 

Recommend.doD (Serial No. 81) 
It is unfortunate that the Company could not get a rebate of Rs. 97.000 

owing to delay in getting the biDs certified by the coUieries. The Committee 
would like to be informed of the result of working of the new procedure for 
payment now introduced. (paragraph 90) 

Reply of GoY&"lllllellt 
The new procedure for payment is working satisfactorily. The Corpo-

ntion is earning rebate on all supplies received from the Imperial CheIDlcaJ 
Industries. 

[Ministry of Steel and Mines (Deptt. of Mines mrd Metals) O. M. No. 
C2-IO(1)/64, dated the 7th September, 1965]. 

Rec:ommeadatioD (Serial No. 86) 
The Committee hope that the State Trading Corporation will continue to 

be vigilant and watch the trend of the world trade to derive maximum 
advantage to the Indian Industry in exporting iron ore. (paragraph 95) 

Reply of Go.ermneat 
The recommendation has been noted by the Government and the Mine-

rals and Metals Trading Corporation of India Ltd. 
[Ministry of Commerce O. M. No. 7(9)-B and A/64, dated the 5th Decem-

be,. 1964]. 
M7LSS/69-3 
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Rec •• " ....... (SaW No.17) 
. When asked about the reasons for the disappearance of export of iron 

ore to BeJaium, Netherlands, France and Poland, the Chairman of the 
Corporation stated that the best buyer of our iron ore was Japan and the 
next the Eat Buropean countries. Czechoslovakia, RlIDpry. etc. The West 
European eouDtriea were not wiDing to buy from India at the prices ofI'eml. 

The Committee would Hke the Corporation to make el'orts towards the 
resumption or iron ore trade with the West European countries, etc. 
(Paralraph 96) 

..,.,. of GoY_at 
There has been in recent years a decline in export of iron ore to West 

Saropean countries. Etrorts are beinl made nOI only to retriC"e the Jost 
around. but improve our exports. 

2. In May. 1964, a dcleption of the M. M. T. C. headect by the Chairman 
viGtcd the West Buro. pean. countries and has made a detail~rst ~~stu4y 
~~~ctin~~s illJ!:ti.~ E::'b~ ~!!1~. ~~ lllat 
~~poru'are 0: of line to the extent ofSh. ~s~ Sh. 20 pCr~ 
compar with supplies from alternative sources. This disadvantale is because 
of poor loadina facilities at Indian ports. The deieption has explainecl to 
the buyers in areat detail the various port development pJllDs and convinced 

/ them that the present disparity in price wiD disappear when these programmes are implemented. The Corporation with a view to cWtil'ate the weSt 
European markets has appointed a few firms of standing in international trade 
as ita exclusive Agents for specified countries. These Agents are constantly 
in touch with the consumers with a view to introduce Indian Iron Ore in 
Wcstern Europe. The prospects of securing even some ad hoc business on 
a reciprocal basis are being carefully examined. 

3. As a result of all these efforts. the :td..M.T.C. has been able to COJl-
elude contracts with consumers in Germany and Belgium for over 3,) 6 
latb ... t~)Ilnes. These contracts were concluded during the period Octo1ier 
1964 to May 1965 and the details arc as under:-

CoDLNo. Date Buyer Quantity 

(I) 18/64 21-11).64 AMS 20.000 LIT 
(Ii) 19/64 21-10-64 A~urn 15,000 M{I' 

BelJium 
(III) ZO{64 2-11-64 Neep,Rot- 60,000 M{r 

terdam 
(West 

(Iv) 21{64 2-11-64 
Germany) 

60,000 Lrr Do. 

(.) 23/64 9-12-64 AMS S3,SOO LIT 
BcJajum 

54,200 L{r (Yi) 1/65 5-5-65 KIockner 

(riI) 2/65 5-5-65 

(Welt 
<lermaDy) 

Coc:JaiIes 54,200 LIT 
Belaium 

3.16,900 
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with Italy. contracts are under negotiation for shipments of 1 ·5 lakh tons of 
ore Over a period of three years. 

(Minislry of Commerce 0 .M. No. 7(9) Band .4./64, dated the 19th Norem-
Iw" 1965]. 

Reco.meadatloa (Serial No. 88) 
The Committee note that owing to the lack of adequate experience of the 

STC at the beginning and other factors there was a Joss of Rs. 5 ·26 laths 
on this deal. They hope, however, that the STC will benefit from this ex-
perience and that it will take all possible steps and precautions to avoid such 
Ioues in future. A state aseney like the STC should take all precautions 
to ensure that it does not default in fulfilling the terms and conditioDs of 
CMtract accepted by it. (Paragraph 97) - .... y of GMea .t 

The recommendation has been noted by the Minerals and Metals Tra-
ctiBg Corporation. The Corporation is now making purchases and salea on 
parallel terms and conditions and no forward purchases are now made. 

(Ministry of Commerce O. M. No. 7(9) Band AI64, dated the 25th Ja'IIUary, 
1965J. 

ItecoJameDdatloD (Serial No. 90) 
The Committee hope that the Manganese Ore Committee would be able 

to finalise their study early and it will be possible for Govt. to take steps on 
tllcir recommendation for improvement of the position relating to export 
of manganese ore. (Paragraph 98) 

Reply of Govenuaeat 

The Committee on Manganese Ore was appointed by the Government 
at the instance of the Board of Trade in 1963 in order to make a compre-
heDsive study of the problems of manganese ore mining industry with parti-
cular reference to the need for reducing cost in the face of growing compen-
tien from other manganese producing countries. The Committee submitted 
its report on 4-9-1965. 

On the recommendations of the Board of Trade, the Report of the Com-
miUee was remitted for consideration to the Mineral Ores Export Advisory 
Committee set up by the Ministry of Commerce for stepping up export of 
various minerals, including manganese ore and for cstabJishing Cl05C liaitiOD 
between the Government, Minerals and Metals Trading Corporation and 
mining and trading interests concerned. The Minerals Ores Export AdviEory 
Committee made certain recommendations and based thereon the action 
taken by the various organs of the Government has been indicated against 
various recommendations of the Committee on Manganese Ore in the en-
closed statement. (Appendix XIII) 

Delay in reply is regretted. 

(Ministry of Commerce O. M. No. 28(13)/64-S.T., dated the 25th February ~ 
1969]. 
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Beta mdatIon (Setal No. '1) 
"The Committee would like to suuest that it is desirable to ensure that 

the ore content of the minerals exported by the private sector was also up to 
the prescribed standard as it might otherwise aft'ect adversely the reputation 
of India in International Trade. They trust that suitable steps will be taken 
in this direction soon. The Committee also hope that all out efforts will 
be made to arrest the downward trend of the export figures of manganese 
ore". (paragraph 99) 

JlepIy 01 GoYenmIem 
The practice followed in the Manpnese Ore trade is to have aU the COD-

signments of ore analysed at the time of shipment by an approved analyst ud 
ass&yer. This practice. which is applicable to aU shipments including those 
effected by the private parties. ensures the maintenance of quality of the ore 
shipped. Some checks are also made by the customs at their discretion. 
A lyatem of quality COlltrol and compulsory pre-shipment inspectioll has 
been introduced in the case of mica. In the case of Chrome restrictions bave 
been imposed on the export of certain arades of the ore. 

To push up the export of Manpnese Ore, barters and link deals ~were 
devised. Manganese ore exporters are also entitled to inCClltive licences ro~ 
the import of mining machinery equipment, spare parts and chemicals: upto 
lOr. ofthe export earnings. 

From 1st January. 1965, the Minerals & Metals Trading Corporation 
have taken up tho: export of manganese ore at international prices. This' 
will facilitate eXJlorts of mnnganese ore. . 

[Ministry 0/ Commerce O. M. No. 7(9) B & AI64, dated the 6th Moy. 
1965). 

RecoIlUDell'adoD (Serial No. 91) 
The Committee are glad to know that the export of shoes is being ia-

creased. They hope. however. that the STC will benefit by the experieDce 
they have pined in the export of shoes and will take all possible prccautioos 
iDc:Iuding improvemcDt in the quality to avoid such losses in future. The 
State Trading Corporation should reprd it a matter of prestige to see tJJat 
the ,oods supplied by it are not rejected OD account of being below standard. 
(Paragrapb 1(0) 

IlefIJ of Go,. .. 
The recommendation bas been noted by the State Trading Corporation. 

Every possible precaution is bdng taken and will be taken to see that the 
aoocls supplied by the Corporation are of the standard acceptable to the 
foreign buyers. 

(Minist" o/COlfl1ltn~ O. M. No. 7(9) B tmd AI64. dQ/~d the 2Slh JtIIIWI1')'. 
1965]. 

Rec:oI8meIIdadoD (Serial No. 93) 

While the Committee do appreciate that some of the factors resultill8 in 
h cavy demurrage charges during 1~61 were beyond the coDtroi of S.T.C., 
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they cannot accept that incurring demurrage as a regular feature is unavoid-
able. Demurrage charges are wasteful expenditure pure and simple. The 
Ccmunittee would therefore like S.T.C. to devise ways and means of elimina-
ting the wasteful expenditure. (paragraph 101) 

Rep.y of Goverameat 
;. Every care is being taken to see that no demurrage is incurred. State-

ment giving commodity-wise break-up of demurrages incurred by the STC 
during the years 1957-58 to 1961-62 is enclosed (Appendix XIV). Items 4 
to 7 of the statement are the concern of the S.T.C. who have Doted the re-
COliunendation and would take every care to see that no demurrage is in-
8brred . 
.. Items 1 &; 2 (I.e. iron ore and Manganese ore) are the concern of M.M. 

T.C. which started functioning from lst Oct., 1963 after the bifurcation of 
the STC. The M.M.T.C. have also noted the observations of the P.A.C. 

! Most of the demurrage was on account of export of iron ore. Some ~f 
llie remedial measures taken by the M.M.T.C. to minimise demurrage are 
liven below:-

(A) At Calcutta the port authorities have ultimately agreed to provide 
an additional berth for iron ore shipments. 

(8) At Vizag the port authorities have now agreed to berth iron ore 
vessels at regular berths which were previously earmarked. for 
manganese ore. Earlier. iron ore vessels used to be loaded from 
Jetty which considerably retarded the pace of loading. 

(C) At Madras the port authorities have besides the mechanical ore 
loading berth now provided one more manual berth for iron ore 
loading. 

(D) (n regard to road-stead ports such as Masulipatam, Kakinada etc. 
where loading is done in midstream by means of lighters the cor· 
poration has after considerable difficulties. succeeded in persuad-
ing the buyers to give benefit of bad weather/surf days duly certi-
fied by the port authorities. . 

(E) Handling arrangements at the road-stead ports have improved 
especially at Karwar, Belckeri ports. 

(f) Tho POOition in reprd to r.ul movement Iw iftl~roved. Nolwlth. 
standing the above measures it may be pointed out that baving 
regard to the circumstaDces under which vessels inaar 
demurrage the possibility of eliminating demurrage in iron ore 
shipmeats cannot be ruled out altogether considering the various 
unforeseen and variable factors which are beyond the control of 
shippers. Some of these factors are mentioned below:-

l. The chartered vessels normally have a span of laydays running bet-
ween three to four weeD during which they can arrive at the designated port 
OD any day. The precise time of arrival of vessels caJUlot, therefore, be 
predicted in advance either by reference to the declared E.T.A. (expected time 
of arrival) or the first or last day of the declared laydays. This being the 
position. ovcrlappina of vessels fixed for the month for each port becomes 
inevitable. 
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2. The problem is further agravated by the fact that all the bu)'crs do 
DOt aomjpete vcuels at the same time. It is d.UIicuJt for the charterers ti 
weD to secure vessel for a particular position that may be convenient to dae 
.bipper or to arranse for arrival of vCIICIs at tbe desipated pon on a spcci6c 
daW on the basis of the rutinS freisht. 

3. At the time of shipmeDt, consequently it is difficult to ensure that there 
wiD be DO aver crowdin. of veuels and the arri"als wiU syncb.rODise with the 
awiJahility of benhs or that tbere will be no idJiJIg of shipment berths. 

<t. There are other unforeseen factors also e.g. non-availa.bility of bertlls. 
stoppaae of work because of bad weather and labour troubles which may 
Mart at any time in the port, on account of which vessels have to wait for 
loadiD, aDd their loading is retarded with the result that other vessels already 
fiuII also arrive aod have to wait for dearancc of earlier vessels. This Jives 
rile to buDChiDS of vessels and consequential dcmurrase. 

5. It may also be added that maximum intcnsi"c utilisation is being made 
01 .... UmiUld handIiD. shipment facilities available at t. ports. The 
cleteadon ud demuna~ to vessels could perhaps be JDinjmised. if a~ 
port capacities 8re utilised to the extent of only SO% of the rated capaeily. 
1"bia would pcrha .. not be desirable in the interest of export promotion 
.... forei. exchange earninas. 

[Mlltlslr), of Commert"e O. M. No. 7(9) Ball(I AI64, dOled III" 24tll 
No""r. 1965]. .112 _ f ._ (SaW No. 94) 

The Chairman of the H.H.E.C. of India Ltd., added that in 1958 the ex-
,... of cotton handloom JOOds to the U.S.A. was worth Rs. 13 laths. 
11aia rose ill 1959 after the formation 01 the H.E.O. to Rs. 1.69 CfOl'ei. 
Last year'. export &lures were 2 ·so ~rores and for the current year it was 
cal*lCd to reach ,be fisure of Rs. 3 ·SO crores to 4 crorcs. 

The Committee arc &lad to note the steady improvement in the c~port 
ftnra of cotton hand.IoOm Soods to the U.S.A. They hope that this tread 
wlI be maintained and that efForts will be made to popularisc cotton hIIId-
loom soods in other forcip countries also. (para 102) 

Reply of Go .. 

The reeommendalion bu ~ noted by thG (jQYSfl\IIlCDt and H.H.B.C. 
(MiltiJlr.v Df Commtrce O . .tI. No. 7(9) B Ie 11;65, daled the 161h Ocl. I"S). 

Rec:_n •• doa (Serial No. 95) 
The Commitlee hope that with the mergina of the Handlooms E~port 

Orpnisation with the Indian Handicrafts Development Corporation all 
dgplication of work would be avoided and there would be uniformity or 
approval to trading and developmental activities. (Paragraph 103) 

Reply of Go ...... 

The rcco>mmend:uion has been noted by the Government and H.H.B.(:. 
[MiIIislr), of CIIll,-.,.!rCe O • .tI. No. 7l9) B" .4/65, dated lhe 16th OC10", 

1965). 
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R~ (Serial No. 103) 
The Committee regret t~ notc tha~uestion of setting up the plant 

through a private party or &y the MllStliChiSelves was not_dealt with. the 
urgency it deserved in vie;!t,.o~ the ~ving of JtS; . .2 or 3 Iakhs per year ell-
peeted to accrue as a restl!~ \ 

, , --~-,-\.-
R~6f GovenllleDt' ----"' ---", .. ~" 

Noted. ""') \) ,_ .~~.~ 
J"!'inistry of Industrial Development ~ ~JtIIf'OJir·~JtffO[iro.!!..,_!fP'" 

...£C(~.t+8 (118)/63, dated 18-9-65]. I'.-·"-:', 

(~ .. No. 104) 
The ommittee note that the ual kepo~, of the Company for the 

of the Co y should be m informatt e regards its achievement& 
year 196 62 was rather sketchy. y des~tha the next Annual Report 

against targ fixed, the majo problems en tcred and solution~ found 
and it should also deal wit uch matters as control, progress of ex-
pansion of ca city, t . . g imparted to personnel etc. (paragraph 112) 

( 
Necessary steps in this direction have already been taken and the last 

Annual Report has been prepared keeping the Committee's observations jn. 
'View. 

[Minirt,)' of Industrial Development and Company Ajfairs O. M. No. 
Ll (111)-18(118)/63, dated the 18th September, 1965). 

Jlec:ommeadatioD (Serial No. 106) 

In order to examine the matter further the Committee desired to be 
furnished with certain further information. From a note furnished by tbe 
Company pursuant thereto the Committee observe that the quantity of 
J 1597 kg. of Carbonate (Oxide) was sold to the S.T.R. during November, 
1950 to June, ]951. During this period Carbonate (Oxide) weighing 
12,803'50 kg. was also sold to outside parties by the S.T.R. Therefore, the 
plea that the decision to sell carbonate to the French Firm, on the basis of 
the price for chloride, was taken in view of lack of demand for it is not very 
convincing. According to the note submitted by the Company the price 
for carbonate was fixed in accordance with the decision of the Board on 
21st April, 19~t that the sellin!!'rice of rare earth:; lihh1ri~~ ~ fixed at £315. 
per ton ex-works. It has been contended that although the rrunutes or the 
meeting of the Board coDtained no separate reference to the sale of carbo-
nate on the basis of the price of rare earths chloride solution from which it 
had been obtained by the French firm at its own cost, the management's 
action was based on the discussion and consideration of the matter at the 
Board Meeting and within the spirit of the actual minute recorded by the 
Board. The Committee understand from Audit that the decision taken at 
the Board meeting held in April, 1951, deals only with the selling price of 
Rare Earth chloride and does not refer to carbonate. That this decision is 
not applicable to carbonates sold in question is also evident from the fact 
that in the statement of accounts rendered upto June, 1951 the S.T.R. gave, 
credit for carbonate taken over by them at the rate approximating to the· 
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market rate less their commission and profits. The rectification entries. 
reversinJ the original credits at market price were made only in the return 
~ tbe third quarter for 1951 received from S.T.R. The financial implica-
tions of the rectification entries and of the sale at the price of Rare Earth 
Chloride solution in the light of the market price of carbonate, when they 
were taken by the S.T.R. in the form of carbonate, had not been brought to-
tbe notice of the Board. The Committee are surprised that an importaBt 
decision baving financial bearing should not have been specifically mentioned 
in the minutes of the meeting of the Board of Directors. They desire that 
proper records should be kept of all important decisions to avoid any possi-
bility of doubt. (paragraph 115) 

Reply of Gcmnmaeat 
These observations of the Committee have been brought to the notice of 

Nessen Indian Rare Earths Limited, Bombay for future compliance. The 
Company has agreed to maintain proper record of all important decisions. 
[~ptl. of ..4.tomic Energy Letter No. 43/28/62-Tech-1 (M) dated 21-5-65]. 

Itecoaaeadltloa (SerIal No. 107) 
The Committee consider it wrong in principle to utilise the services of 

internal auditors for the preparation of the accounts, which they themselves 
are required to audit later on. In order that the audit may be effective it 
is essential that the two functions should be discharged by different persons. 
The Committee found that in the case of another Public Undertaking also-
CHindustan Shipyard Ltd.) the Audit stafi'was diverted for the preparation of 
Anal accounts. Tbe committee, therefore, desire that their observations should 
be brought to the notice of all the public undertaldngs, etc. to avoid the' 
rcaurrence of such instances. (paragraph 116) 

Reply of Govemmeot 
The observations of the Committee have been brought to the notice-

of Indian Rare Earths Limited, and Travancore Minerals Limited· the two-
lIDdcrtakings this Department is concerned. 

Since these observations are of a general nature applicable to all Public. 
Undertakings. a copy of the same has been sent to the Ministry of Industry 
aDd Supply (New Delhi) for circulation among all the Ministries adminis-
tratively concerned with Public Undertakings. 

(~plt. o/lir<>mi' Dlfrty £fltcr No. iJI1.8lti1t Tfch I (M), dalrd 1M 21st 
Jlay, 1965). 

F..tIIer reply of GoVerDIIleJIt 

Instructions have been issued to all the Ministries in this Ministry's. 
O. M. No. 13(1)/64-F.I., dated 29-6-65. 

[Ministry of Fl1fQn~ o. M. No. F 13(7)/64-FI doted the 6th lui)" 1965]. 
Reco ...... tioD (Serial No.1~) 

While the Committee note the dif:Iiculties encountered by the Company 
in the preparation of accurate estimates. they feel that with a closer liaison 
with the Ministry of Defence and other Government Departments and a 

-sbw:e &ODe into voIuDtary liqujclation. 
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more realistic basis of assessment, in the light of the Company's past 
experience, the position can be significantly improved. The Committee 
trust that the Company will pay due attention to the matter and initiate 
necessary steps to achieve the desired end. (Paragraph 118) 

Reply of Government 
The recommendation of the Committee has been noted by Bharat Elec-· 

tronics. limited, Bangalore for guidance. Action is being taken by the 
Company to restrict provision in the estimates to more definite items and also 
to take into account likely delays in promised deliveries of supplies. How-
ever, the large dependence on foreign sources for supply of critical compo-
nents etc. make difficult the preparation of accurate estimates. 

. Director of Commercial Audit has. seen. 
(Ministry of Defence O.M. No. 11(8)/62/ D (Budget), dated the lst/3rd 

MDY, 1965]. 

RecoIIunendation (Serial No. 110) 
The Committee desire the Company to take an early decision regal ding 

t~ introduction of the above mentioned suggestion of the ComptJol1er &: 
Ailditor General. They also desire the Company to make special efforts 
for the expeditious realisation of the heavy debts which have alreedy ac-
ClIDlulated. (Paragraph 119) -...... Reply of Government 

The suggestion of the Comptroller and Auditor General that the Ccmpany 
JPight ask for 90% payment on proof of despatch and 10% thereafter has 
&),ready been implemented. In accordance with the latest standard telms 
adopted by DGS &: D, payment of 95 % on proof of inspection and despatch 
and the balance 5 % on receipt of goods in good condition is being quoted 
by BEL as a condition of sale to Civil indentors. 

A large proportion of the outstandings relate to the despatches made in 
the months of February-March, which are c1eared after the c10se of the 
fiDancial year. Out of a total of Rs. 132 ·42 lakhs outstanding as on 31st 
March 1962, a sum of Rs. 114 ·64lakhs has been realised upto 31st August 
1964. The balance of Rs. 17 ·78 lakhs, detailed yearwise breakup of which 
is as follows, is outstanding due to the reasons given below:-

1959-60 • • • • • • • 
196C).61 • • • • 
1961-62 • • • • • 
Amount ou~ from AU India Radio for supply of 

Broadcast Tl'8DSIDitters during 1961-62. • • • 

RI. 
1·13 JAkJl4 
1·50 laths 
6·56 Jakbs 

a-59 Iakhs 

17 '78 JakJIs 

RetlSDnS for which the obo'Ve mmlioned amount is ollUtamiing 

(0) Short remittance on account of damages during transit, defi-
ciencies etc., in supplies. 

(b) Retrenchment of Sales Tax. 
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(co) Want of Inspection Notes for final "Acceptance in good condition" 
certificate by the CODSipees. 

(d) Want of amendments to Indents providing for extended deliverY 
dates, rates, sales tax etc. 

Rs. 8·59 Jakhs outstanding from A.I.R. relate to the A.I.R. Scheme for 
Broedcast Transmitters covering 27 stations. DGS & D's inspection til 
some of these cases could not be completed. It has DOW beeD decided tbt 
the DOS 4: D would accept the certificate of A.I.R. authorities after instal-
lation and it is expected that the outstandings would be realised soon. 

Director of Commercial Audit has seen. 
[Mbrislry of Defence O. M. No. Il(8)/62/D (.Bud6ct), dtlled the ISI/lrd 

MtIy, J96'1. 

RIlCMI ...... tioa (Serial No. 111) 

The Committee desire that the work relating to the laying down of the 
·duties to be performed by various officers for the maintenance of accounts 
in the Garden Reach Workshops Ltd., should be completed at an cady 

. date. (P'clragraph 120) '. 
' .. 

Reply of Goyenuneat 

Tbe duties and responsibilities of the Accounts Officers were prescribed 
and the Finance Manager, in his order dated 21st September 1964 made a 
.<fIsbibution of work in the Finance and Accounts Department. This Depart-
meIlt has apin been re-orpnised and redistribution of work has been clGIIe 
with eft'cct from J-4-196S in modification of Finance Manager's order of 
21·9-64. The detailed distribution of work between Group Officers, Super--
visors and Clerks has now been laid down. 

The Director of Commercial Audit has seen. 
(Millistry of /Hfence O. M. No. 11(8)/62/ D (Budget), dated the 28th/29llf 

.Sqt.,65]. . 

Reeommenclation (Serial No. 113) 

The Committee view with concern the accumulation of heavy Debts due 
to the Workshops whicbappear to be wsproporfionately large in relation· 
to their turn-over. They desire the Worksftops to talce effective steps for 
the expeditious realisation of these dues: TIley wouJd'also'like the Ministry 
to e.~amine the feasibility of implementing the Comptroller and Auditor 
General's suggestion (referred to in an earlier para) that 90 per cent of the 
value of the goods sold may be charged before despatch and 10 per cent 
thereafter. (Paragraph 122) 

Reply of Goftl1Ullellt 

The position of outstanding debts as on 28th October 1964, excluding 
debts worth Rs. 10,000 or less (amounting to Rs. 1· 50 Iakhs approximatdy). 
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.... Rs. 68·96 lakhs of which Rs.- 37·98 lakbs related to the period of over 
.oDe year. The details of the latter are as under:-

Govt. Deptts. 
Quzi Govt. Dcptts. 
Govt. Companies Corporation 
Priwte Companies 

Rs. 

Total : 

4,73,978 
16,091 

581,309 
27,26,878 

37,98,256 

-out of this, however, a sum of as. 33·25 lakbs only was remaining outstand-
iDg on 22-5-1965. Legal action bas been taken in respect of the debts worth 
Rs. 18·691akhs and cases valued at Rs. 5·46 Jakhs are in the hands of Soli-
citors. 

The CAG's suggestion, to realise 90% value of the goods sold before 
.4espatch and 10% thereafter is being implemented as far as possible 
bcping in view also the general commercial practices. Payment telDlS for 
\lVj~ parties have been .·evised from time to time in order to provide for 
.advance payment by the parties who have in the past proved difficult. Efforts 
.ate also being made to reduce the amounts due from various parties as well 
.as the time element taken by them to pay bills. An interest clause is also 
being added to the quotations providing fOl levy of interest if bj]]s are net 
-settled within 30 days. Similarly, as far as possible, full or part advance 
paJIDCDts are being insisted upon before commencing of work or before "very. 

The Director of Commercial Audit has seen. 
[Ministry of Defence o. M. No. 11(8)/62/ D (Budget), dated the 29th Sept;, 

1965). 

Rec:oBnaendation (Serial No. 117) 
The Committee feel that as the repair orders, when accepted, would 

4ftctly or indirectly earn foreign exchange for the country, the expauaion 
,~e of the Company should be accorded a high priority. (paragraph 126) 

Reply of GoYermDeut 
Expansion of the Yard was approved in September 1962 and the wor.k: 

iii being progressed on a priority basis. The No. 1 S)ipway in the South 
'YlI'd bas already been wmpleted and the construction of No. 2 Slipway 
llas been taken in hand. Some cranes and machinery have also be~t\ ordered. 

The Director of Commercial Audit has seen. . . 

. [Ministry of Defence O. M. No. 1l(8)/62/D (Budget), (/Qted the 28(h 
.september, 1965J. 
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ller .. a.uttoa (SerIal No. 142) 

(J) In a note submitted to the Committee, the Ministry of Industry 
intimated that the question of reduction in the sale price of penicil-
lin and penicillin products will be considered further in the light of 
the Committee's views expreae4 in para 2S of their 7th 
Report (3rd Lot Sabha). The Committee welcome this mow. 

(II) In regard to the pricing policy in general, while the Committee 
agree in principle that aU industrial and commercial transactiODS 
in thc public sector should earn enough profits to be able to live 
a aood dividend to the exchequer and to build up reserves to 
financ::e their own future expansion, the Committee feel that some 
principles should be laid down so as to see that the pricing polioiea 
do not become an instrument of indirect taxation as the power 
of taxation is the prerogative of Parliament only. In this c0nnec-
tion thc possibility of prescribing with the approval of Parliamcllt 
a ceiliDg to the percmta~e of profit, with powers to nry the pet'-
centage within that ceilin, from industry to industry mipt be 
examined. (Paragraph IS8) 

Reply of GeYeaaw:ct 

(i) As regards reduction in tbe price of penicillin and penicillin productS, 
the question of price fixation of certain drugs, including two antibiotics, bad 
becsa under consideration of Government from 1963 onwards. In May, 
1966, it was decided that the enquiry into the high cost of pharmaceutic:als 
aDd drugs in India should be entrusted to the TruitT Commission. It may 
be mentioned that tbe Public Accounts Committee in their 7th Report 
(Third Lok Sabha) (1962-63) had also suggested (Paras 24 and 25) that the 
tale price of peniCillin should be referred to the Tariff Commission. In the 
tlDaJ list of drup and pharmaceuticals to be covered by the Tarilf Commis-
aioD. penicillin aDd streptomycin produced in the public sector and priwte 
1ICCt0r were also included. The Tariff Commission, who were requested, in 
AUJUSt 1966, to make a comprehensive enquiry in this regard were inter aJiD 
to recommend to what extent the pri<:es of the drugs covered can be lowered 
fating into consideration among other factors (0) capital outlay including 
pJaot and machinery in relation to (i) actual prOduction, and (ii) potential 
capacity. (b) prices and quantities of raw materials and intermediates. 
(c) operaUQ8ll ,JIi~,~ oftbe prlXltmt (d) prices at which 5imiJsr prodUlU. 
can be manufactured by small scale manufacturers who do not come witbiD 
the ~urview of Industries (Development & Regulations) Act, etc. The Com-
mission Were also requested to recommend the minimum and maximum 
margins of profits covering all stages from the producer to the ultimate COIl-
sumer, and also the mCdsures necessary to bring down the level of prices of 
basic drugs and pharmaceuticals, chemicals and intermediates and formula-
tions of drugs. The recommendations of the TaritT Commission, which have 
beeD received, are now under consideration of Government. 

(ii) Government have recently considered the various aspects relating to 
pricing policies to be followed by the Public Enterprises, with a view to 
laying down guidelines, if any, in this area. In this connection, Govem-
ment had also the benefit of the recommendations of the Administrative: 
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Reforms Commission in their Report on "Public Sector Undertakinss". 
It has been decided as follows:-

(0) Wherever there are statutory reFa.tions or volunwy arrangements 
of a binding type, introduced JD the larger interests of the national 
economy, the enterprises would have to conform to such regula-
tions. 

(b) A number of enterprises produce goods and services in open com-
petitions with other indlgenous producers in the private sector, 
and in respect of their products. the normal market forces of 
demand and supply will operate and their products will be 
governed by and large by the prices prevailing in the market. 

(c) In the case of enterprises which operate under monopolistic or 
semi-monopolistic conditions it will be necessary, however. to 
have a prescribed procedure. The guidelines lay down thllt the 
pricing of their products should be within the landed cost of 
comparable imported goods; such landed cost would be the ceil-
ing and within this ceiling it would be open to the parties concern-
ed to negotiate and fix prices at suitable levels. If, however, in 
assessing the landed cost there are reasons to believe that the 
price of the imported goods are artificially low or in other excep-
tional circumstances it may be necessary to have the prices higher 
than the landed cost, the matter should be referred to the admini-
strative Ministry concerned for examination in depth in consul-
tation with the Ministry of Finance. including the Bureau of 
Public Enterprises and the Cost Accounts Organisation. 

A copy of the instructions issued vide O.M. No. BPE/46/Adv-F/68/2S, 
dated the 27th December, 1968, is enclosed (Appendix XV). . 

(BuretIU of Publk Enterprises, Min. of Finonce, D.O. Letter No. 117{ 
BPE {G.M.)/69, dIlted the 10th March, 1969]. 



CHAPI'ER m 
RECOMMENDATIONS WHICH THE COMMITI'EE DO 

NOT DESIRE TO PURSUE IN VIEW OF 
GOVERNMENT'S REPLY 

Rec:c_rl"'" (SerW No. 1) 
Tbc Committee DOte that the Iaacl for tbc Administrati..e Buildiag was 

acquired on Ieae in February, 1961, and accordioc to the terIIIa oftbeir Ieue. 
die BuiIdiD. WII to be compJetecl witbiD a period of 3 yean &om the dale 
of acqaiaition (I.t. by February, 1964). Tbe Committee however, IearDDd 
duriaa evideDce that the CODItrUction of the bu~ was apected to ca. 
aeDCIe oDly after the IDODIOOn of 1964. WIaiJc DOtiDB the ftrious reasoas 
ammerated duriDa evidence, the Committee repel the abnormal deIa 
dIat has occuneclln startina coastruction specially in view of the fad ~ 
the Air-India hu been payina a hiJb mat of Ib. 1·78 ~~ annum for 
the various oftk:eI that are to be accommocIated in the DeW bUtIcIiq. 

The Coaunjttee are of the opinion tbat!expencliture iDcIumcl on COlIS-
uucdon of such buildiDp should be COIIlJIleDSUrIltc willa the CCODOIIIic 
eoeditions in ladia and attempts should be made to economise wherever 
poIIIble. 

1t was admiUed before the Committee that Indian Architects could 
haw buih such buildinp. As such, the Committee fail to 1IDCIerstand wily 
tho wort of prelimilW)' drawinp involvin, an expenditure of 150,000 
dollars was nOl entrusted to an Indian Arcbitect to saw the foreip excbanae 
mvoIved. (Paraaraph 8) 

.. of Goy.- e. 
The observations of the Committee have been noted. 

The whole question reaardina the coDStrUction of a prestige buildiDg 
by the Air India which woUld include the bookiDa oflices of bodl Air India 
and I.A.C. and which would haw considerable publicity value, was care-
fuDy examined by Govt. who were satisfied that the project would be ccono-
mic:ally sound. 

So far as the appointment of foreip architects is concerned,' the posi-
tion is that althouah Indian arcbite& eould hive built mcb buildinp, tbc 
decision to entrust the work to an American architect was taken in view 
of the areat size, height and complexity of the building. In addition to the 
o8ke accommodation, it will incorporate a large booking offic:e and an air 
&erminal, both for Air India and I.A.C. which will require twin basements 
and elaborate underaround facilities for passenger coaches and fteigbt 
trUCks to eDSure a smooth and unmixed flow of arriviDg and cIepa.rting passenaers and caJ'8O. These present a number of s.pecialised problems. 
In order to set a really first class buildin, from both functional and aeitlle----
tic poiDts of view. a decision was taken to get foreip arcbitec:tural assist-
auce. It may be added that it is proposed to associate Indian archita:&s 
with the project right tbrouah. 



The construction of the administrative building is expected to com·· 
meDCC in the DellI' future. The Indian Architects who will be aasociatccl 
widl the building are (a) Mis Pheroze Kudianawala~· CIaar-· 
tered Architects and City Plannen-Associate Archi ) MIs. MeDeCt 
Dastur, Air-conditioning consultant. / 

The terms of the Associate Architect, are as fi U~s :-/ If 
(a) For Architectural Service : ,! I 

Fee at the rate of 1 '75'~ of the total cost or' nstrudti~I)".suding:-, \.. 
(1) All work pertaining to interior decotati . ...;j i 

(2) Air-conditioning plant and equipmcot but i_usive of fabe ceiI-
ina and ducts; '.' 

(3) Cost of installing transformers &ad ca~ etg'~ but incIusivc' 
of eIeetric:al work, lighting instalWfi~Jo/ fittin,'etc; 

(4) All advertising displays. ',. r 
(b) For ConstructuraJ Engineering : { . / 

A fee of 0 '5% of the total cost of tbt~~~jcct;eiclusivc of the foUomg. 
items of work : .. / ; / 

, .. ' , / 
Elcvators, including machiDefY &J:ic1Anstallation; sanitary. Drain· 

age work and water works; Electrical Installation, fittinp etc., Air· 
conditioning, falso ceiling, ducts, Landscaping, land de\oelopmeat, 
internal roads; Interior decoration and advertising displays etc.: 

Professional fees for the Air-conditioning consultant will be at the rate-
of 3 % of the Air-Conditioning and ventilation installation subject to a maxi· 
lII1IID of Rs. 4 laths. 

The Air-India Board have approved of a total expenditure of Rs. S09 ·36· 
Jakhs for this project subject to Govt.'s approval. 
(.Ministry o/CivilAviation O.M. No. (4-CA7)/64, dated the 9th Augun, 1965] • 

............ tIoa (Serial No.9) 
(i) The Committee desired to be fumished with the break-up of expendi-

,lure under the heading tsales promotion with special reference to agents" 
tours and publicity for the year 1962-63. This information is awaited. 

(ii) The Committee are of the opinion that there is some scope tor 
reduction in the expenditure incurred by the Air-India on Publicity and 
Sales Promotion which comes to Rs. 1 '20 crores and they hope that due 
economy will be ctrec:ted wherever possible. The Committee also recom-
IDCIld that publicity entertainment and advertisemcr.t etc. may be shown 
under a separate head and not mixed up with sales promotion or commis-
sions paid to agents. (paragraph IS) 

Reply of GovaDliitilt 
(,) The required information has been furnished to the Lok Sabha Sectt. 

separately vide this Ministry's O.M. No. 14-CA(l3)/62, dated the 16th 
October, 1964. (Appendix XV1), 
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(Ii) In reducing the expenditure on publicity and sales promotion, it 
il DeCeIIU)' to take into account the fierce competition an airline has to 
face in the industry. The problems become more acute when the airline 
iI a comparatively small member of the world industry as is the case with 
Air-India. However, every effort is being made to observe maxUnUQl 
economy in regard to the expenditure on publicity and sales promotion 
consistent with the requirements dictated by the needs of sales campaip 
in a highly competitive field. 

Regarding the suggestion that the expenditure on publicity, entertain-
ment and advertisement, etc. may be shown separately. it may be mentioned 
that the commission paid to the agents is already being exhibited as a 
separate item in the published accounts. As regards publicity, entertain-
ment and advertisement, the Corporation are following the terminoloe' 
and practice used in the industry and. taking into account the commercial 
aDd other considerations, further details in published accounts are not con-
sidered desirable. However, the books of accounts contain these details 
and such break-doWDS as are required from time to time can be made avail-
able to the Committee. 

[MInJ.rtry of Civil Aviation O.M. No. 4-CA(7)/64, dated the 9th 
August. 1965]. 

RecomlDeaciatioD (Serial No. 15) 

\ 
In the absence of the information asked for by the Committee, they 

are UDable to appreciate the increase in payment of overtime allowance when 
the staff strength was also increasing The Committee would like the Cor-

, poration to analyse carefully the various factors that have caused the in-
\ crease in overtime allowance and take steps to reduce the same.- TheCom-

\ ; 
mittee would like to watch the outcom,. (Paragraph 21) . 

Reply of GoTellllDellt 

Three statements showing :-

(I) The number of persons category-wise recruited during the years 
1960-61, 61-62 and 62-63 (Appendix XVD). 

(U) The amount of overtime allowance paid to the staff category-
wise during the period referred to at (i) above separately for 
Sundays and other Holidays as also for normal working days; 
(Appendix XVllI). 

(UI) Comp8!!tive figures showing the increase in load of work (Ap-
pendix XIX) arc enclosed. The increase in the staff strength dur-
Ing the years 1960-61. 61-62 and 62-63 was as under :......:. 

1960-61-lncrease of 8 staff only which is less than 0·1 % of 
the staff strength on 31-3-1960. 

1961-62-Increase of 271 staff or roughly 2·8% of the staff 
strength as on 31-3-1961. 

1962-63-Increase of 482 staff or roughly S % of the staff strength 
as on 31-3-1962 

. 
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Against the above increases in the staff strength the work-load in terms 
()f available tonne Km. increased by the following percentages :-

1960-61-1'9% over the previous year. 
1961-62--6·8 % over the previous year. 
1962-63-12 '6% over the previous year. 

In terms of reven ue tonne Km. operated, the increase was as under ;-
1960-61-6% 
1961-62-5% 
1962-63-12 ·3 % 

It will be appreciated that the increase in work-load was much more 
than the increase in the additional staff sanctioned during the respec-
tive years. 

The Corporation feel that the holiday overtime cannot be eliminated 
since the Corporation has to operate the services on all days irrespective 
or a working day or a holiday. The holiday overtime paid during the 3 
years 1960-61,61-62 and 62-63 amounted to Rs. 8 '74lakhs, Rs. 9 ·75 lakhs 
and 9 ·90 lakhs respectively. Omitting this, the normal overtime incurred in 
these 3 years was as under :-

1960-61-37 ·921akhs. 
1961-62-46 ·29Iakhs. 
1962-63-54 '24 lakhs. 

Thus the normal overtime increased by about 22 '01 % in 61-62 over 
the previous year and by about 17·2 % in 62-63 over 61-62. The main in-
creases were in the Engineering and the Traffic Departments. The major 
reason for the incidence of overtime is absenteeism. Absence of an em-
ployee without adequate prior intimation particularly of one working 
in shifts involves the retention of another on overtime. Under the Cor-
poration's rules on employee has to be given 12 hours of rest between oft' 
duty and on duty and overtime working in one shift very often creates 
a chain reaction involving employment of staft' on overtime in subsequent 
shifts also. The late arrival/departure of aircraft also leads to retention 
of staff on overtime. In respect of flying crew, the rules provided for pay-
ment of overtime (excess flying pay for flying in excess, of 80 hours each 
month). In 62-63 the normal overtime paid to flying operation staff amount-
ed to Rs. 11· 46 lakhs which is almost 20 % of the total normal overtime 
incurred in that year. 

The Corporation has been endeavouring to control the expenditure 
on overtime and as a result there has been a substantial reduction in its 
incidence. In the year 1963-64: the total expenditure on overtime was 
Rs. 51.52 lakhs including Rs. 10.42 lakhs for holiday overtime. The 
normal overtime, therefore, was Rs. 41.10 lakhs against Rs. S4.241akhs in 
62-63 i.e. a reduction of Rs. 13.14 lalchs or about 24%. Every effort is 
being made by the Corporation to keep a check on this expenditure but 
for reasons already explained it is not possible for an airline of the size 
of lAC wor~ on all the 365 days of the year and having its offices and 
workshops at different places spread throughout the country with work-
load increasing as a result of its expansion to keep the expenditure even 
throughout. 
M7LSS169-4 
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Two statements showing (i) staff position during the years 1963-64 and 
)~65 and increase over the previous year (Appendix XX) and (ii) the 
amount of overtime allowance paid during the years 1963-64 and 1964-65-
and increase over the previous year (Appendix XXI) are also attached. 

(Minislry of Transport and Aviation (Deptt. of Aviation) O.M. No. 4-CA 
(22)/64, daled the 26th April, 1966). 

Recommendation (Serial No. 17) 

The Committee are sorry to note that there was mis-interpretation of a 
simple 'four-year ruJe' resulting in om'-payments to the tune of Rs. 18,000. 
In tbe absence of a copy of the Board's Resolution to the effect that ~e 
excess payments that had been made need not be recovered the Committee 
are not in a position to appreciate the circumstances under which this 
decision was taken. The Committee were informed by the Sec<retary of 
the Ministry of Transport that the Corporation had not come to Govt. 
for a fonnal sanction to waive recovery of excess payment. The Com-
mittee would like Govt. to examine whether there is any justification for 
waiving recovety of excess payments. (Paragraph 23) 

Reply of Go,emmeat 

A copy of the Board's resolution is enclosed (Appendix XXII). Govt., 
have since conveyed their ex-post-/acto sanction to the over-payments made 
by the Corporation. 

[Ministry of Transport and Aviation (Depll. of Aviation) O.M. No. 4-CA' 
(22)/64, dated the 26th April, 1966]. 

RecoauneadatiGa (Serial No. 19) 
The Committee would like to be informed of the results of the efforts. 

made to recover the amounts due (Rs. 13,530) from the Charter parties~ 
(Paragraph 25) 

Reply of GoYenuueDt 

The matter has been investigated by the Corporation. A review bas 
indic:ated that the actuaJ short recovery was Rs. S,747/- only. The Cor-
poration have reported that tbe short recovery of Rs. 13,530/- was calculat-
ed by Audit for the period from 11·2-1962 to 7·j.1962, while it actually re-
lated to the period from 15-3-1962 to 7-5-62, The levy of additionaJ charge 
of 75 paise per lb. for any load carried in excess in each direction was fixed 
in I.A.C, Circular No. DLHrrM/TS/EI/2279 dated 13-3-1962 and was to 
take effect from 15-3-1962. 

The Corporation have explained that it has not been possible to recover 
the amount collected short as they fear that the Charter parties would come 
up \\ith counter claims. According to the Corporation there were many 
instances (Appendix XXIII) in which the Corporation carried less than 
the minimum pay load laid down in their circular referred to above and in 
equity the Charter parties wouJd in such cases be justified in claiming pro-
rata refunds. The (lorporation bave added that the amount short re-
covered and the pr&-tata refund for the weight short carried are almost 
the same. The Corporation, therefore, do not propose to proceed further 
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in the matter and action is being taken by them for writing off of the 
amount of Rs. 5,747. 

[Ministry of Transport and Aviation (Deptt. of Aviation) O.M. No. 4-CA 
(22)/64, dated the 26th April, 1966]. 

RecmameaclatiOll (Serial No. 20) 
The Committee are of the view, that for future in sucll cases a procedure 

should be laid down that any eadier ad hoc decision should be specifically 
reviewed on the basis of the general policy that might be laid down later. 
(Paragraph 28) 

Reply of Govemment 
. The position is that before June, 1961, general orders governing the terms 

aIJd conditions of such loans to Public Sector Undertakings had nttt been 
issued and all such cases used to be referred to the Ministry of Finance. 
Although, in the absence of general orders, the decision of the Ministry 
of Finance in individual cases could be described as ad hoc, the Ministry 
of Finance did follow a certain policy in this matter. According to this 
practice, the interest rates on loans advanced by the Central Government 
were 4-1/2 % for States, Statutory Corporations, Municipalities and Port 
Trusts and 5 % for other parties for a period of 20 years and above. 
Accordingly, the rate of 5 % per annum made applicable to the consolidated 
Joan to Hindustan Steel Limited in 1960 did not involve any con-
cession. 

2. The rate of interest of 5 % was applied in accordance with the 
practice prevailing in 1960, when the decision to consolidate the loans was 
taken. Government order conveying this decision to cover all loans upto 
31-3-62 was issued in August, 1960. I!.JQWd not have bct:P ~-tP 
change the r!!~ __ j~L~J~Je.st. su~~qumtly-.j.n..JJ,l1!e._J961..JUl_tJUUssue .... of 
g~s. IUnighL~~added tha~.it.is.JlOt. uS'Q~1 to .r~yi~tLterms a,nd 

~=~~n~~~:-~r~~lB~d:::rih' s~~'is"'~fce~~: 
terms and conditions of further Joans advanced from 1962-63 onwards were 
prescribed in accordance with the general instructions issued by the Minis-
try of Finance (Department of Economic Affairs) Vide their O.M. No. 
F. 7(2)-W. & M/61, dated 1-6-61. 

[Ministry of Steel, Mines & Metals, O.M. No. Coy-3(32)/64, dated tlte 
~7th November, 1968]. 

Recommendation (Serial No. 22) 
The Committee consider it strange that such an important item like 

the expenditure on townships and ancillaries was not provided in the 
~ estimates for projects of such magnitude. The Committee were 
informed that the expenditure on townships was Rs. 14 crores in 
Rourkela, Rs. 15 crores in BhiIai and Rs. 17 crores in Dargapuc and 
explained that the difficulty was that the Company had to put up town-
ships in two or three yearS. The Committee desire the Government to 
examine whether the expenditure on townships is not rather dispropor-
tionate to the total outlav of the projects. Thev would like Govemmeat 
to consider the feasibility of laying down a suitable ceiling of the pr0-
portion of expenditure on townships to the total outlay of the project. 
(Paragraph 31) 
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ae,Jy of Govenaeat 
This matter has already been examined exhaustively by the Committee 

on PubUc Undertakings in their 8th Report relating to townships and factory 
buildings of Public Undertakings. In para 6 of the Report. a table baa 
bcCD given showing the extent of capital outlay (actual and anticipated) 
on the townships of Public Undertakings and its percentage to the total 
investment. It wiD be noticed therefrom that in the case of H.S.L., the per-
ceatap was 7·4 which was the lowest of all Undertakings included in the 
table. In para 13 of the Report. the Committee appreciated that it was 
not possible to apply a uniform yard-stick for expenditure on townships 
but in view of the present high costs of townships and wide variations in 
its ~tage to the total investment on a project, the Committee consider-
ed It desirable that Government should prescribe an upper limit for expen-
dituJe on townships taking into account the requirements of various types 
of undertakings. To this recommendation, Government reply has already 
beea sent by the Bureau of Public Enterprises which is reproduced below for 
~ymerence. . 

"The Bureau is endeavouring to ensure that the cost of township does 
not exceed 10% of the Project cost. or in special circumstances 15% thereof .. 
The Bureau, however, feels that prescribing ceilings alone is not sufficient· 
for this purpose, as in some cases even a ceiling of 10% might turn out to 
be a higber figure than what is actually required. The Bureau is, there-
fore, eVOlving standard plans, designs and specifications to ensure that the 
cost of townships is kept at the minimum. The Bureau has also been advis-
ing individual enterprises on their special problems in this respect. 

[Ministry 0/ Steel. Mines and Metals O.M. No. Coy-3(33)/64, dated 
1M 2O/24th January, 1968). 

ReeoauneDdatioD (Serial No. 24) 
The Committee were given to understand that a Negotiation Committee 

was instituted in August, 1962 for settling the contJactual issues. The 
Negotiation Committee with the General Manager, Durgapur, as the Hi1\-
dustan Steel Ltd.'s representative had. however. not made much progresis 
due to the reported non-cooperation of MIs. ISCON. Apart from this, 
the COmmittee were also told in the course of evidence that the contractors 
were adopting delaying tactics. The Committee are perturbed over these 
disclosures. The Committee desire that the MinistrY and the Hindustan 
Steel Ltd. should take suitable measures to overcome the non-cooperation 
of the contractor llnd take necessary steps to calise the penalty. The 
Committee would like to be apprised of the final outcome of the negotia-
tions. (Paragraph 33) 

-Reply of Goftl"lllDellt 
The Negotiation Committee comprising of representatives of H.S.L. 

and ISCON was already on the job and was trying to settle all disputed 
claims and they were fuHy empowered by the Government of India and 

-At the time of factual verification, the C. &: A.G. has pointed out as under :-
··A draft note on this subject was received by Chief Audi'or, Ranchi and 
bis observations on the merits of the overall settlement were communicated 
to the Hindustan Sleel Ltd. Vide his letter No. 13076/Coord/ DSP-1(3)!68. 
dated 7th Man:h. 1969. The revised draft DOte, after taking into conside-
ration the audit comments. has not been received from the Ministry so 
far (April. 1969)." 

In view of this, the Committee would like the Go~nment to inform the Committee 
of lhe action taken in the matter. 
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ISCON respectively to arrive at any mutually agreed settlement. The 
final meetings of the Negotiating Committee were held at Delhi between 
29th Nov., 1966 and 1st December, 1966 and it was agreed after protracted 
discussions that the parties, namely, ISCON and HSL would assume that 
they had settled all differences between them arising out of their contract 
and no further sum would be payable by HSL to ISCON and vice ,ersa 
under the said contract. It was also agreed that both parties should make 
no further claims whatsoever against one another arising out of or in con-
nection with the contract between them and the said contract would be 
taken as duly discharged. 

[Ministry of Steel, Mines and Metals (Deptt. of Iron and SteeT) D.O. 
letter No. Dur. 18(2)/64-11, dated the 28th September, 1968.] 

Recommendation (Serial No. l6) 

The Committee feel that at least some of the difficulties mentioned in 
achieving full production are not of such a nature as could not have been 

'overcome with better coordination with the Department of Mines and Fuel 
and the Ministry of Railways. As regards shortage of experienced per-
sonnel, they would suggest the introduction of a suitable course of intensive 
training for the working personnel by rotation, so that within a reasonable 
period of time, a number of well trained persons may be available. The 
Committee hope that the requirement of technical personnel for the Fourth 
Five Year Plan will be kept fully in view while chalking out the training pro-
gramme. (paragraph 35) 

Reply of Government 

The Committee on Public Undertakings examined the working of the 
Bhilai, Durgapur and Alloy Steel projects and the Head Office of HSL 
during 1965-66 vide their 28th, 29th, 30th and 31st Reports. In the 28th 
R.eport, the Committee stated in paragraph 55, that the Management Train-. 
iag Institute at Ranchi has a useful purpose to serve in addition to such insti-
tutes at the plants. The Committee were apparently satisfied with the train-
ing arrangements at these institutes as also the availability of trained per-
sonnel for the steel plants in adequate numbers. The deficiencies pointed 
out by the P.A.C. had, therefore, been removed by the time the Committee 
on Public Undertakings examined the Steel Plants under HSL 4uring 
1965-66. . 

The Bhilai, Rourkela, Durgapur and the Alloy Steel Plants have well 
equipped, well organised, and properly manned technical institutes which, 
among others, undertake the training of graduate engineers, Senior Opera-
tives, Junior Operatives and Artisan trainees. The capacity of each of 
these training institutes is indicated below. The maximum possible use 
is now made of these training facilities and consequently foreign training has 
now been limited to only such types of processes/equipment which are new 
to the country. . 

The Management Training Institute at Ranchi handles management 
training activities. During year 1967, it conducted IS programmes, in 
which 264 employees of different levels participated. Training of mana:-
gerial personnel is also arranged by the Company at the various Manage-
ment Institutes in the country, Administrative Staff College etc. 
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The existing training facilities are expected to be sufficient fOf. the train-
irg of additional personnel which may be needed for the expanSIon of the 
&ted plants under HSL during the Fourth Five Year Plan. At present, 
some of the training facilities required by the Bokaro Steel Limited are also 
arfUlled at these institutes. 

Capacity of the TraiDiac Institutes of HSL 

Plants 

Roarbla Steel Plant 
l .... e 

TOTAL 

BbiW Steel Plant 
llIIIIke 

TotAL 

Durp,pur Steel Plant 
J .... 

TotAL 

AlIoJ SIeeI Plant 
I .... 

TotAl.. 

Gradu-
ate 

EqiDeCr 
Trainees 

2 

SeDior 
Opera-

me 
TraiDCICII 

3 

Junior ArtiIan 
Opera- TraDes 

ave 
Traiaees 

4 5 

1 SO 2SO 300 300 
(ODe (two (two (two 

shift) shift) shift) sbHl) ---------------------300 SOD 600 600 

JOO 
(one 

shift) 

200 

JOO 
(two 

shift) 

200 

25 
(one 
shift) 

SO 

300 
(ODC 
sbift) 

600 

250 
(two 
sbift) 

4SO 

25 
(ODe 
shift) 

so 

300 
(one 
shift) 

600 

250 
(two 
shift) 

450 

2S 
(one 
shift) 

so 

200 
(two 

shift) 

400 

300 
(two 
shift) 

550 

1M""'", ol Steel, Mines and Metflls (Deptt. of Iron QIId Steel) O.M. 
/f" Q.r3(M)(64. deled rk lZlh lilly. 1968]. 

Recoaaaadatioa (Serial No. 33) 
'I1Ie Committee are not convinced of the argument advanced in this 

cue. 1bey do not appreciate why in the case of supplies separately made 
by ilactividual contractors (members of the Consortium) through the Con .. 
aortium, profit should be given to two contractors for the same supply~ 
De CoauIlittee suggest that the feasibility of safeguarding against such double 
profit be examined. (Paragraph 42) 

Reply of Gonrameat 

As regards the safeguard against the double profits in future, it is stated 
that for 1 ·6 million tonne expansion, the pattern of awarding contracts.to 
• ccmaortium of suppliers was changed and contracts were awarded to indi-
Yinalsupptiers in U.K. on open tender basis. However, we have to state 
that complete safeguard apinst double profit cannot be achieved in big 
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contracts like ours. In contracts involving large magnitude of works and, 
supply of diverse types of plants and equipments· and their components. 

I some cases of subcontracting by main contractors may naturally arise aDd. 
these cannot be obviated altogether. There is a limit up to which the con .. 
tracts can be subdivided and fragmented to reach primary manufacturers 
without creating serious problems of coordination and guaranteeing of the: 
performance by the main contractors. 

(Ministry of Steel, Mines and Metals, O.M. No. PARL (10)-10/64, dated 
the 17th April, 1968]. 

Recommendatioa (Serial No. 34) 
The Committee were informed that it bad not been. possible for Audit 

to assess whether all the defects pointed out by the team of German Ex-. 
ports have been rectified and the extra expenditure involved. The Commi~' 
would like the Ministry to furnish this information to the Commi •• · 
(Paragraph 43) 

*Reply of Govemment 
The PAC had made a mention in para 43 of their ~.3rd Report about a 

ICpOrt on the defects in Rourkela Steel Plant by the Committee of German 
Experts (also known as Solveen Delegation). All the following defects, which 
were mentioned in the Solveen Delegation Report had already been rectified. 
1t is not possible to furnish the actual expenditure in rectifying the defects 
as the same were not separately booked. It is also not easily possible to 
segegate the figures out of the bulk of the expenditure booked and as such 
the estimated figures as furnished by HSL have been furnished. 
BiasI Furnace No.1: 

The Solveen Delegation had recommended repair measures in respect 
~Blast Furnace No.1 only. At the time of visit of the delegation the B.F.I .. 
was actually shut down for major repairs and repair work was undertaken 

between January 1962 to August 1962. The expenditure incurred in this 
respect works out to Rs. 79,594 as per detailed estimate shown in the state-
ment enclosed (Appendix XXIV). 
BlasI Frunace No. III : 

The defects noticed by the German Experts in this furnace was that large. 
quantities of water had penetrated repeatedly into the completed Ful'llBCC 
as a rault of a poor 5Galing Qf the Furnace after it had been completed ~. 
this moisture in the Furnace was responsible for the subsequent o~mtiOl 
1I'Oubles in the Blast Furnace. Before starting the Furnace in January. 
1%2 the furnace was examined by Dr. Mintrop, the General Superintendeat 
an authority on Blast Furnace operation and by HSL's refractory engineer. 
These two officers went into the Furnace through the tuyere hole, made 
a visual examination, took samples of the lining; analysed them to see the 

*At the time of factual verification the C. & A.G. has pointed out as 
UJSCIer :-

"In the D.C.A.'s D.O. No. 1370-Repl. DI/8(1)/67, dated 23rd July, 1968 the 
Ministry was requested to submit the Note to the Lok Sabba Sectt. with the 
following audit observation :-

'The draft Note does not cover the position in respect of all the defects pointed 
out by the team of German Experts and does not contain information repnt;. 
ing the total expenditure incurred in rectifying the same'". ' 

In view of this, the Committee would like to be furnished with this information iii 
<due c:ourse. 
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motmue content and found that it was quite satisfactory and it was theu 
oaJy that a decision was taken to light up the Blast Furnace. The Furnace 
was found to be dry/warm. Further, instead of usual period of 8 days for 
drying the furnace was dried for a period of 21 days to ensure that the 
f'IIi'naK:e was absolutely dry. In this furnace also, there was trouble near the 
tap hole but all these have been successfully repaired and the furnace has 
been giving a steady production of about 28,000 to 30,000 tonnes per month 
aad ia considered a good p'crformance. The cost of repain to this Furnace 
was RI. 37,172 as per details in (Appendix XXV). 

HoI Rolling Mill : 

. The delegation had also referred in their report to the large number of 
b~kdowns in the Hot R.olling Mill due to the Crane Raila 1x ing of wrong 
track auage and soft quality. HSL had placed orders for new rails from 
Germany. When the new rails were replaced, it was found that crane, 
tyres were being damaged. When Crane tYICS we're replaced, the rails were 
setting damaged. Various tests were conducted to find out the difference 
ill composition and hardness of the TISCO raits and those of the 
imported rails and the difference in the quality between the 
imported and indigenous tyres. For some of the areas in 
the Rolling Mills HSL have changed the crane tracks and the 
tyres at the same time. Since the replacement of the previous Crane track 
rails in "FO" and "KM" Bays of Hot and Cold Rolling Mills, subsequent 
replacement had not been tft"ected till date. It can thus be observed that 
the performance is not very unsatisfactory. The condition of the rails 
has deteriorated considerably since the last replacement and it is proposed 
that the entire length of the track rails in "FO" bay to be replaced by new 
imported rails at the first available 0ppoltunity. This job, however, will 
require a prolonged sbutdown of atieast 6 or 7 days of the bay frem columns 
26 to 47 resulting in the material movement in the bay coming to complete 
stand still during this period aft"ecting production of Hot Str ip Mill. 

As the deterioration of the track rails has lxen continuous modification!; 
were carried out to the track wheels to avoid further deterioration. (Ap-
pendix XXVI) gives the p2rtieulaJ~ of expenditure incurred in connection 
with rectification as on 15-4-65. Expenditure incumd subsequent to this 
d!Ate J!'&y ~ considered to be approximately 10% hi8her than the 1iSlIIU 
JI\'etllD this statement. 

1;,. tIIIIl Dolomite Calcining Plant r 

The recommendation of the Dtlegation was as follows : 

"It is urgently recommended that the supplying firm with due assi-
stance by experts on site, take care that the plant works without imper-
fections, i.e. that good sintercd dolomite and satisfactory burnt lime can 
be produced without interruptions". 

In this connection it may be mentioned that the additional equipment 
which the Suppliers Messrs. Friedrich Sifmens wen askfd to supply for 
this plant has been received and erected. Afte·r erection the plant is working 
satisfactorily. The total expenditure incurred for the three" fans towards 
cll~toms.freightand other charges and for installation is Rs. 13,126'66. 
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~/ooming and Slabbing Mill : 

The recommendation of the delegation is as under : 
"The firm of Sack should immediately find out whether the" 

transmission elements interposed between motor and" 
rolls are adequately diamensioned and properly designed. The 
fractures do not reveal whether the force was applied or whether they" 
are due to fatigue failure caused by the design." 

A claim was preferred against the firm MIs. Sack on the grounds that the 
breakdown caused to the wobblers were due to the defect in the design of 
the wobblers and the sub-standard quality of the materials but the firm 
has repudiated the claims. HSL had consulted the Solicitors and they had 
opined that their case for the claim was not strong as the breakdown had: 
occurred after the expiry of the guarantee period. 

The cost of wobblers including air freight charges was Rs. 99,000. 

Pig Casling Machine: 
The comments of the delegation are as follows : 

"The pig casting machine is capable of guaranteeing at any time 
the required output of 100 tons per hour. The tilting mechanism 
gave trouble for a considerable time in the beginning. 

The maintenance is poor." 

The pig casting machine is working satisfactorily now. Maintenanee-
is better now as one German Expert has been placed exclusively in charge-
of it. Further, more time is available for maintenance as the second pig 
casting machine has been brought into operation. 

Steal Melling STrop : 

In the case of Open Hearth Furnace, it was suggested that by employing 
basic roofs instead of silica roofs, the life of the roofs, can be improved 
which would result in substantial increase in the furnace capacity. Accord-
ingly 3 out of 4 open Hearth Furnaces have been changed over to a Basic 
Roof from that of Silica Roof. 

The Cost of change over of the individual furnaces are given below : 
O.H. Furnace No.2. Rs. 1,53,000 (Approx.) 
O.H. Furnace No.3. lb. 1,34,000 (Appnm.) 
O.H. Furnace No.4. Rs. 1,54,000 (Approx). 

The cost of change over to basic roof in O.H. Furnace No.3 is less due" 
to the fact that a 375 mm thick roof was only installed on this furnace, as. 
compared to 425 mm roof on the other two Furnaces. 

[Ministry of Steel, Mines and Metals Letter No. RICL (5)-3/64, dated the 
7th October, 1967]. 

Becommendation (Serial No. 31) 
The Committee regret to note that as a result of use of defective cement 

in the construction of structures an extra expenditure estimated at about 
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lb. 8 ·03lakhs was incurred besides a loss of incidental expenditure amount,;. 
iaa to lb. 19 ·Ollakhs. The Committee are surprised to learn that the Hin-
dDstan Steel Ltd., depend entirely on the suppliers' test certificate and no 
tc8tI were carried out either at the time of despatch or before the cement 
.... used in the construction of structures by the engineers of the project. 
Tbe Committee desire that an enquiry should be made to fix responsibility 
lor the lapses which resulted in such a heavy loss to public exchequer, and to 
determine the extent to which this loss can be made good from the Cement 
Distributors Limited which was responsible for supplying defective cement. 
(Par.lfaph 46) 

:ae,., of Gwenll.eDt 
I. A final settlement has already been reached with MIs. Cement Di~ 

tributors Limited and according to the settlement they will replace the defec.-
tive cement but not compensate for the Joss. 

2. As regards the responsibility for the use of defective cement, this 
hu been examined by a Committee and the Committee had come to the 
following conclusions :-

"AlthouRh, according to the strict interpretation of the terms of con-
tract with CECW, the CECW were responsible for testing the cement 
before its use, a general impre.~sion based on prevalent customs and 
practices not only in this country but also outside was that since cement 
supply purported to conform to I.S.I. specifications, it was not custo-
mary to test its quality so meticulously in each case before its use. The 
presumption on which everybody concerned seems to have acted upon so 
far, wa.r thDt in the ordinary course ojbusiMss the cement COIfformlng 10 lSI 
sl«i/ictllion was in fact so and therefore no further testing of cement 
tiefore its use was really required. It must have been because of this 
general impression that SECW were not strictly observing the provisions 
of their supervision contract. Excepting this mitigating circumstances, the 
conclusion is inescapable that the CECW, on behalf of HSL, according 
to the terms of agreement were responsible for testing the cement before 
use and ifthere was any failure in this respect resulting in loss it is directly 
and solely attributable to the CECW' 
Jlegarding actual liability of CECW in case of non-implementation of con-

tractual obligation the liability clause 6 of the Agreement reads as follows; 

6. LiOOIlIl)' 
6'1. The CECW shall execute the work entrusted to them to their best 

knowledge and capability. The "PurcJtaser" nlay claim damages from the 
CBCW, only if and in so rar as the CE(;W have infringed normally applied 
rules of Engineering Standards and the necessary care and if they thereby 
haw caused damage. The liability of the CECW shall in this case remain 
within adequte proportion to their remunerations and the dama~es payable 
shall not exceed 15 per cent of the remuneration which the SECW shan 
receive for the proper execution of the respective constructional parts as 
indicated in the "Scope of the Offer" namely (a) Steel Melting Plant aad 
Rolling Mill (b) Water Supply. 

6·2. All rights wdamage which the "Purchaser" might claim from the 
SBCW. expire after a period of 2 years from the completion of the total civil 
engineering work of the construction part or 2 years from the day on which 
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the achievement of the construction work is stopped completely for an.y 
reaBOas wbatsoever. 

Under this clause, in order to be able to claim any damage from CBCW, 
w1lich also are limited to 15 percent of the remuneration that SECW would 
raceiw: . for the proper execution of the respective construction part, HSL 
_aid have bad to establish that in failing to test that cement before use 
the CBCW infringed the normally applied rules of engineering standards 
a.a care. There is no evidence available that the point was specifically 
takell up with CHCW. It is debatable and doubtful if infringement of 
BqiBcering Standards could be established, as more than 2 years have elaps-
ed, tbe operative clause of 6·2 bas also e,x.pired. 

We understand that the contract of CEOO' has already been finalised. 
To prevent occurrence of similar lapses in future the Committee also 

eamined the system p~vailing at present. It has been understood that 
according to the present practice, the cement is tested before its use in. 
C08Crete by the HSL Laboratory. This appears to be satisfactory." 

3. The agreement with CECW expired in June 1960 and a reference was, 
therefore, made to the solicitors on 30-11-64 whether (i) in terms of the con-
tract, MIs. CEew were to test the quality of cement before use (ii) whether 
tbe responsibility for failure to test the cement before use and the 
COMequentiallosses can be fixed on CECW in terms of the agreement with 
them, in case the reply to (ii) is in the affirmative (iii) whether any claim can 
be lodged on MIs. CECW now. The Solicitors have replied that no res-
ponsibility can be fixed on Messrs. CECW since it is not the standard prac-
tice or custom to test the quality of cement as it is purported to conform to 
lSi standard. Further as it appears that MIs. CECW conducted certain. 
raadom field phsysical tests of cement according to German standards in their 
Laboratory, the liability of MIs. CEew if any in this matter appears to be 
remote and it may be difficult, in the circumstances of the case, to show 
that they did not observe the normally applicable rules of Engineerill8 
Standard. Moreover, no claim can be lodged now on MIs. CECW since in. 
aDJ event it is beyond the time prescribed in the contract viz., 2 years from 
the date of completion of the contract i.e. June, 1960. 

lMillistry of Iron and Steel O.M.· No. Pari. (10)-10/64, dated the 14tll 
Almmry, 19(6). -

Recommendation (Serial No. 39) 

The Committee are glad to note that percentage of losses on various pro-
llucts has come down. The Committee understand that the existing limits 
of losses fixed by the Company are on the high side and are being reviewed. 
They would like to be informed of the reduced limits oflosses proposed to be 
fixed by the Company. (paragraph 48) . 

Jleply of Government 

The permissible percentages for losses of raw materials have been review': 
cd by the ~uthorities of Hindustan Steel Limited more than once. In their 
meeting held on the 24th Deoember, 1966, the Board of Directors, of the 
Company decided that the permissible percentage of normal losses for coal 
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should be reduced from 8 to S with eflCct from the financial year 1966-67. 
After a further study of this problem in l't'lation to other raw materials, the 
.,ard decided in its meeting held on the 28th October, 1967 that there was 
DO need for revising the existing maximum limits for normal losses on -'raw 
materials other than coal which might continue as at present. The Board 
has further directed that since the discrepancies observed at the time of 
quarterly stock verification were mainly due to incorrect reporting of con-
sumption figures, counterchecks on consumption figures should be daDe-
by the Plant as a regular measure. Further, emphasis should be laid oU' 
aUpne1lting weighing facilities at the loading and receiving points to eD.S1lre" 
correct payments for the quantity actually loaded and checking losses iII 
transit, if any, and insisting on correct reporting of consumption so tbat 
inaccuracies in consumption figures are not cited as a reason for a write 
oft' of losses. The Railways should also be prevailed upon to instal weigh-
lnidges at all loading points where these are not available at present. 

[Jlln/$try of Steel & Mines (Department of Iron and Steel) O.M. No. 
Coy-3(61)/64, doted the 7th AUgu.ft, 1968). 

Farther Information CllIed for by the Committee 

The following information may please be furnished for the information 
of the Committee on Public Undertakings :-

(i) the reasons and justification for not reducing the existing limits 
in respect of materials other than coal; 

Vi) the appropriateness of the reduction of the limit of loss in respect 
of coat. 

2. It is understood from Audit that the Rourkela and Bhilai Steel Plants 
~iid appointed special Committees. in pursuance of Board of Directors 
decision dated the 28th October, 1967 to investigate and fix responsibility for abnormal discrepancies observed at the time of quarterly stock veri-
fication. A copy of the recommendations of these special Committees 
alongwith the action taken thereon may please be furnished. 

(LSS O.M. No. 20-PU/65, dated the 4th September, 1968) 

Farther reply of ~verameDt 
The question of fixing suitable limits in respect of losses for raw material .. 

bas been examined by the authorities of Hindustan Steel Limited in depth 
and on more than one occasion. Although there were losses in respect 01 a 
number of raw materials, the major losses were those relating to coal ami 
iron ore which constitute the two major raw materials in terms of quantities 
and value. As regards coal, it had been noticed that although the permissible 
limit was 8 %. the actual losses since inception to 1964-65 had actually nOt 
exceeded 5.5 % in any of the plants. The matter was considered by tile 
General Managers of the Plants and by the Board and it was decided that 
the norm should be reduced from 8% to 5% from the year 1966-67. It may 
be clarified here that this is the ceiling and it happens that the actua110ss is 
frequently much lower than this, particularly in the case of Durgapar 
where coal supplies arc received from Collieries in the proximity of th~ 
plant. 
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. As regards iron ore, the General Managers had instituted detailed studies 
em.the matter and it had been found that although there were considerabl~ 
variations between the actual losses and the norms fixed, the prescribed norm 
of 4 % had been exceeded in almost all the plants. The Board, therefore; 
·decided to retain the original norm of 4 % so that losses in excess thereof 
·could attract attention for remedial measures. As regards other raw 
materials losses in monetary terms were comparatively negligible and accor-
dingly the Board decided that there was no need for revising the prevaili]]s 
maximum limits in respect of these raw materials. 

(2) In terms of the decision of the Board, Rourkela and Bhilai Steel 
Pll!nts have set up Committees to investigate abnormal losses. The recom-
mendations of the Committee set up in the Rourkela Steel Plant are presendy 
UDder finalisation. As regards the Committee at Bhilai, certain decisions as 
:indicated below, have been taken on the basis of the report: 

(a) Imbalances in the stocks of raw materials, revealed by the half-
yearly stock verification and reconciliation are sorted out by 
adjusting the consumption figures at the different operational 
units. 

(b) As regards the excessive losses in regard to ferro-alloys, it was 
felt that the main cause was under-reporting of consumption 
by the consuming shops and certain wastages enroute the ferro-
alloy Depot to the Furnace. stage. To avoid this, it was decid~ 
to instal a 100tonne weighing scale at the ferro-alloy, Depot and the 
quantity issued to the SMS should be reckoned as consump.-
tion. 

{c) Regarding weighment of costly materials like ferro-manganese, 
ferro-silicon and sulphur, efforts should continue for 100% weigh-
ment of the incoming wagons . 

. (d) In case of manganese ore, the initial weighment would be in respect 
of wagons coming in the mixed rakes which would further be 
improved after the commissioning of the inward weighbridge after 
track modifications. 

(e) In case of coal and iron ore, test weighment of wagons would be 
started after commissioning of the inward weighbridge. In regard 
to coal about 75-80% of the coal wagons are being weighed at the 
despatch end . 

. (f') As regards augmenting weighing facilities at the loading points, one 
lOO-tonne and one 200-tonne weighbridge is installed at Rajhara. 
At Nandini, one weighbridge is in operation for mechanised 
loading. In regard to Dolomite at Hirri, there is no weighbridge 
at present but this will be installed during the mechanisation of the 
Mines. Regarding manganese ore, there are already three weigh-
bridges. 

[Ministry of Steel & Heavy Engineering -0. M. No. Coy-3 (61)/64 
doted the 21st Feb. 1969]. 

RecommendatioD (Serial No. 41) 

The Committee appreciate that with the heavy capital investm . nt, 
:. any large projects of this magnitude are apt to work at a loss in the initial 
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phases. till the peak production is reached. Since all the three plants have 
atarted working to their full capacity, the Committee hope that their future 
financial results will show profits. (Par agraph SO) 

Reply of GmetameDt 

The Committee while appreciating that capital intensive projeal Jib 
Steel Plants under Hindustan Steel Limited cannot show profits in the iDibat 
stages. expressed the hope that once full production has been reached. tile 
financial results of these Plants would show profits. 

Subsequent to the submission of this Report, the working of Steel PIaats 
tander Hindustan Steel Limited was reviewed and examined by the Com-
mittee on Public Undertakings. In view of this and the fact that the 0_-
yations of the Public Aa:ounts Committee referred to above were not in the 
nature of a recommendation, it is presumed that no further action thereon 
is called for. This may please be confirmed. 

[Mill. 0/ Sleel. Mines & Metals O.M. No. Coy-3 (62)/64 dtlted tlte Jrtl 
Jtlllllllry. 1967. Presumption confirmed vide Lok Subha Seell. O. M. No. 
20-PU/6S dOled the 26th September 1967]. 

Rec:ommeadatiaa (Serial No. 41) 

The Committee regret to note that there was a hea\'Y balance ofRs. 161·37 
1aU. UDder stock suspense account and purchase advance aa:ount at BhiJai 
on 31st March, 1963. They hope that with the creation of a special cell 
for cleara~ of suspense accounts, the amount would be properly adjusted. 
The Committee would like the H.S.L. to ensure that such heavy baIaaoes 
do not accumulate under stock suspense account in future. (paragraph 51) 

Reply of Goftl1lllletlt 

The sum of Rs. 167·37 lakhs represents the difference between the valued 
inventory of stores 86 on 31st March, 1960 and the book balance, revealed 
as a result of the introduction or priced stores ledger with effect from 1st 
April, 1960. A separate cell was formed for clearance of suspease in 
February, 1964. The cell has cleared aU the outstandings. 

The difference was due to the non-introduction of the priced stores ledger 
tatd& in the initial Stlges. A ~)'ltcm b nlrtildy in V08U; fgr iD\Y~_ tIl~ 
line Number and tbe balances in each stores document and simultan:ous 
reconciliation of the bin cards and stock ledgers are effected in the conti-
nllous posting. The stores accounts have also now been put on IBM Machines 
and postings are current. Hence the danger of heavy accumulation of stocts 
suspense in future may not arise. For the current year's transactions 80 
amount has been debited to "Stock Suspense". 

(Ministry of Steel and Mines (Depu. 0/ Iron and See/) O.M.No. PARL. 
(10)-10/64, dated the 12th November, 19641. 

Recommendation (Serial No. 45) 

The Committee suggest that special efforts be made by the Hindustau 
Steel limited to settle early all the outstanding dues from the Government 
Department, especially from the Railways who are the principal debtors and 
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also from the private parties. Where necessary the good offices of the-
Department of Iron and Steel may be availed of. (paragraph 54) 

Reply of Government 
Steps taken to reduce the outstandings on sales by the three steel plants 

are given below Plant-wise: 
Bhilai 

Efforts for realisation of dues, both through correspondence and personal 
contacts at the appropriate levels, were intensified. As a result, the out--
standings as on 31-3-64 were reduced. This is evident from the ract that 
although the sale during 1963-64 amounted to Rs. 662.9 millions (as com-
pared to Rs. 566.8 millions in 1962-63), the outstandings as on 31-3-64--
amounted to only Rs. SO.3 millions, out of which Rs. 42.17 millions 
have already been realised upto 31-10-64 and only Rs. 8.13 millions-
remain unrealised. 
Durgopur 

(i) The parties are continuously reminded officially and even demi--
officially from higher levels requesting prompt payments; 

(ii) The Branch Sales Officers are requested to contact the customers within 
their territory, and they are chasing the parties personally; 

(iii) In cases of very big customers owing substantial amounts, their Senior 
Officers have been personally approached by the Plant's Senior Officers and 
this has resulted in liquidating the outstandings from big parties like Rail-
ways. 
Rourkela 

Special efforts to reduce the outstandings of various parties particularly 
the Government parties including Railways, have already been taken by the 
Plant. The accounts of most of the Government parties have been scruti--
oised and letters were issued to them and the Plant has received payment 
apinst many outstanding bills. There are certain difficulties for recoveries-
from the Ordinance Factories for non-availability of the inspection certifi-
cates either due to supply of wrong materials or supply of materials in excess 
over the order. These are gradually being sorted out either with DOl 
(Met) at Rourkela or with the D.G.O.F. 

As regards Railways a new prooedure for Pllymcnt ha~ been agreed upon 
with them with effect from 1-4-64, under which the Railways are making 100 %_ 
payment against R. R. This system will further reduce the chance of out-
standing against Railways. 

The Plant had large outstandings against the Indian Refineries and the 
same have to a great extent been reduced due to the fixation of price 
by the Ministry. For the balance, Plant is pursuing vigorously with the 
Party. 

Details of outstandings as on 31-3-1962, 31-3-1963 and 31-3-1964 against 
Railways, Government parties and others and also the amounts outstanding-
out of the debitors due on 31-3-1963 have been given in the annexure (Appen-
dix XXVII). 

[Ministry 0/ Iron and Steel O.M. No. PARL (10)-10/64, dated the 20th: 
February, 1967]. 
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Rvvrnmj.tioa (~ No. SO) 

59. The Company had not made any provision for the reclamation 
-charges payable to a contractor at Re. 1 per ton while valuing the closing 
stock on middlings aggregating to 1,96,344 tonnes on the basis of ~g 
price determined less expenditure to be incurred. 

Asked as to why provision was not made in the accounts for the rec~
tion charges payable to a contractor, the representative of the Hindustan 
Steel Ltd. replied that the expenditure had not yet been incurred and 
would be charged when incurred. 

In tke opinion of the Committee, when the liability for increasing re-
clamation charges was known, the same should have been taken into con-
sideration in val~ng closing stock of middlings. (paragraph 59) 

Reply of Goftl'lllDellt 

Provision for reclamation charges in the valuation of closing stock of 
1Diddling at Dugda Washeries is given below: . 

Aceount 1964-65 : 

The quantity of middlings lying in stock on 31st March, '65 was 96,94~ 
tonnes. Total value Rs. 12,05,958'48. The closin, stock lying at Dugda 
was valued as follows: 

Cost Gr. II1-B Coal . 
lsI 

Less provisions for wastqe 

Less reclamation cost (estimated) 

Less estimated loading cost 

18'93 
·75 

18·18 
3·64 

14·54 
1'67 

12'87 
'43 

12'44 

During 64-65 there was no sale after april, '64 to DVC (Durgapur TPS). 
Therefore the above price of middlings was calculated on the basis of our 
stock transfer price to the Steel Plants. 

Account 63-64 : 

The quantity of stock lying at Dugda Wasbery on 31st March, 1964 
was 1,82,658 tonnes. 

Total value Rs. 21,91.896.00. 
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In the stock certificate the Superintendent of Washeries has certified that 
the stock of middlings can be taken as RI. 12/- per tonne. 1be basis for 
adopting RI. 12/- has been explained as below : 

Sale price to DVC 
Price of closing stock 

Difference (Reclamation and other provisions) 

Rs. 
15·00 
12·00 

3·00 

The price of Rs, 12.00 as compared to our stock transfer price to the 
Steel Plants would be as under : 

Gr. InB Coal-price 
Less 

Less provision for wastage 

Less reclamation cost etc. (estimated) 

18·06 
·75 

17·31 
3·64 

13·67 
1·67 

12·00 

From the above breakup of the price, it will be evident that provision bas 
been made for reclamation cost of the middlings lyiDg in the Dump both for 
the year 1963-64 and 1964-65. 

[MilJiatry of lr01l and Steel o. M. No. P.A.RL (10)-10/64, dilled 1M 14th 
Nu,ember, 1966]. 

llecommeatlatioD ( SerIal No. 52(1) ) 

The Secretary of the Ministry promised to look into the total working 
hours of the Company. The Committee would liko to be furnished with • 
Note on the subject. (paragraph 61) 

Reply of Gcnmmaeat 
In 1960-61 the total man-hours available after .accounting abaenteeism 

amounted to 28,44,8M man hours. These Lave been u6llsed as tollows: 

o Series-Indirect Work Orders 
1 Series-Capital Orders 
2 Series-Auxiliary Jobs 
3 Series-Standard parts for main products 
4 & 7 Series-Main production 
5 Series-Outside orders 

TOTAL 

5,75,959 
47,320 

2,38,513 
70,734 

18,75,069 
37,208 

28,44,803 
man hours 

In para 61 of the 23rd Report of the Public Accounts Committee (item 
No.3). the total number of labour hours, actually utilised for manufacture 
M7LSS/69-5 



... .....,.,. of the IatheI du:riaa 1960-61 and 1961-62 has been sIaoWJl as 
17,11,191 aad 19,80.449 respectively. Thae man-hours worked were ew:lu-
lively by the manufacturing and aaemblins aectious and, therefme. do DOt 
iDc111dc the man-hours put in for the manufacture of jigs, fixtures etc. 

[JIlnl.rtry of Indullry O.M. No. 6(72)/63. dJJted the 2nd Feb11lllT}'. 1966] 

RefM! ..... tIoD [ SerIal No. S2 (U)] 

(0) In the meantime the Committee trust tbat every effort would be made 
to improve the cfticiency of the labour 80 that it reaches the European stan-
dard without undue delay. Given adequate t:xpcrience. proper workin. 
conditions and necessary supervision and guidance, the Committee see 
no reason why the standard of performance in Indian factories should be 
lower than in European countries. (Paragraph 61) 

Reply of GoftnuDeat 

The management of the Company is attaching great importance to the 
problem of improving the standard of performance in the Company and 
taItins every possible step to achieve this objective. The steps taken are 
briefly as indicated below : 

1. A Training Centre is maintained to offer facilities of specialised train-
ing to their WOJkmen. The workmen are given in-plant training to 
keep them abreast of the latest technical development. 

2. Provision of better working conditions and amenities to employees to 
increase their efficiency. 

3. Creation of a 'Sugestion Scheme' whereby employees offering good 
suggestions leading to economies in operations are suitably rewarded. 

4. Optimum use of proper production aids like tools. jigs. fixtures and 
patterns etc. 

,. Application of rational methods whereby manufacturing and assembly 
cycles have been reduced considerably. 

6. Constant review of designs and standards to ensure that economy is 
achieved by improvements in the methods. 

(MlnLJrry 0/ Indu.ttry. O. M. No. 6(1Z)/63 -M.T.~ dated the Znd febf7lllTYt 
1966]. . 

ReeommendatloD (SerIal No. 53) 

The Committee regret to note that although more than seven years have 
pused siDClC the Reserve Bank of India recommended that funds of 
statutory bodies and Government companies should be invested in the State 
Bank of India or its subsidiaries, which was a<:eeJ:ted by Government in 
principle, no decision has been taken so far in this regard. The ugument 
put forth by the representative of the Ministry that due to their past associa-
tiOD with the United Commercial Bank it was not considered advisable to 
transfer the whole amount to the State Bank of India, is hardly convincing. 
(According to the Annual Report of 1962-63. the Bank Balances of the 
H.M.T. with the scheduled Banks on 31st Much 1963 were RI. 89.51,552). 
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The Committee are of the view that once the recommendation of the Reserve 
Bank of India had been accepted by Government in principle, the Bank 
JU:COunt should have been transferred to the State Bank of India 
by the H.M.T. without any reservation. They desire that the decision 
of Government in the matter should be expedited and the Bank account of 
H.M.T. transferred to the State Bank of India without any further delay. 
The Committee would like Government to ensure that the recommendations 
of the Reserve Bank of India in this connection, which have already been 
accepted in principle, are also implemented in practice. (Paragraph 62) 

Reply of Govermneot 

NecesS81Y orders stipulating that banking arrangements should be made 
with the State Bank of India have been issued by Government. 

Various points involved in the transfer of the accounts from the United 
Commercial Bank Limited to the State Bank of India, are still under con-
sideration by the State Bank authorities at Madras. The question was dis-
.cussed by the officials of the Hindustan Machine Tools Limited with the 
representatives of the State Bank of India, Madras. One of the most impor-
tant points raised was regarding the interest charges on the cash credit account. 
The State Bank of India wanted to charge a flat rate of 61 % (now 71 % 
after the revision in the Bank Rate) and they also wanted all the business 
to be entrusted to them exclusively. However, in view of the long terms 
bank guarantees furnished by the United Commercial Bank to the foreign 
suppliers to the extent of nearly Rs. 250 lakhs, the Hindustan Machine Tools 
Ltd. requested the State Bank of India to share the banking business 
alongwith the United Commercial Bank till the bank guarantees were 
liquidated. The State Bank of India desire to have an interest rate of 8 % on 
cash credit account under such circumstances. 

The long term guarantees and commitments made by the United Com-
mercial Bank Ltd., on behalf of HMT cover the Yen Credit and French 
Credit. The Yen Credit guarantee was issued by the United Commercial 
Bank in May 1961 and covers a period of ten years. The French Credit com-
mitments are also for a period of ten years commencing from 1964. The 
commitments as on date would therefore, cover upto 1975. Consequent 
-on the revision of the Bank rate to 6% effective from 17th February 1965, 
there had been overall enhancement of lending rate by the commercial banks. 
The United Commercial Bank Ltd. with whom a cash credit accommodation 
oxistj, havli in linG with this SeD;fil tr~nQ enlw1~e\\ th~ r~tc Qf intcr~t. 
This is 1 % over the bank rate upto 2 ccores of this, borrowing and I i % 
.over the bank rate for borrowings exceeding Rs. 2 crores with half yearly 
rests. 

[Ministry of Industry, O. M. No. 6(72)/63, dated the 2nd Februcry, 1966]. 

Recommendation (Serial No. 54] 

The Committee enquired the extent to which H.M.T. had actually spent 
the amount of Rs. 150 lakhs contributed by Government towards share 
capital for the III factory for the purpose for which it was given; the amount 
of balance, if any, and how the balance was utilised. The witness promised 
to furnish the information. It is still awaited. (Paragraph 63) 
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Reply of GOT~ 

A sum of Rs. ISO Jalms was given to the company in 1962-63 in two instal.:.. 
menta-Rs. 100 lak.hs in February 1963 and Rs. SO lakhs in March 1961 
for the Pinjore project. Actual expenditure on the factory amounted to. 
Ra. 94.5S lakhs as on 31-3-1963. The balance of funds left over on this 
date amounted to Rs. SS.4S lakhs and was available under the head 'Bank. 
Balance with the Scheduled Banks' amounting to Rs. 89.S2 lakhs. This 
was utilised for meeting the expenditure of the Pinjore factory during the 
subsequent months, the details of expenditure during April 1963 to July 
1963 being as follolws : 

April 1963 
May J963 
Jaac 1963 
July 1963 

• 
18.42 Iakhs 
28.07 laths 
25.37 1akhs 
s&7S Iakbs 

Total Rs. 122 ·61 lakbs 

A further sum of Rs. 1.00 crore for the Pinjore factory was given only. 
in the month of August 1963. 

[Millislry of Industry, o. M. No. 6(72)/63- M.T., dated the 2nd February. 
1966]. 

RecomJDeDdatioa (Serial No. 57) 

The Committee are surprised to learn that the Special Officer was appoin~. 
ted for tho determination of the balances six years after the event. The 
Corporation and Government must have been aware of the position. 
relating to effective liabilities from the very beginning. The Ministry has 
shown a lack of initiative in this matter which is very regrettable. The Com-
mittee would like to be apprised of the results as soon as the work is compl~ 
ted by the Special Officer. (Paragraph 66) 

Reply of GOTenuaeat 

The total liabilities amounting to Rs. 1,23,09,782 as appearing in the 
Balance Sheet of the National Coal Development Corporation as on 31st 
March, 19S7 were provisionally transferred to the Company along with the 
provisional transfer of the assets of the ex-State Collieries. Subsequently 
dormg the course or scrutiny of the various schedules for the deed of traftsfer 
during 1963. Government was advised that the 'liabilities' of the ex-State 
Collieries cannot be legally transferred to the Corporation. Accordingly, 
Government have decided not to transfer these liabilities to the Corporation 
and the same have been assumed by the Government. The Government 
have however, issued a power of attorney in favour of the N.C.D.C. authori-
sing them to discharge these liabilities on behalf of the Government. 

The Special Officer who was to look into the records of the ex-State 
Collieries for the determination of balances of the ex-State Collieries sub-
mitted on 18-4-63 his report on "liabilities' of the ex-State Collieries. Out 
of the total liabilities of Rs. 1.23,09,782 as shown in the balance sheet of the 
N.C.D.C. on 31-3-S7, the effective liability that remains to be diEcharged 
after 31-3-63 is about Rs. IS.71 laths only. Oaims in respect of the effec-
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-nve liability that remains to be discharged are being settled by the Govt. 
·.as and when they are received. 

[Ministry of Steel'and Mines (Deptt. of Mines cI: Metals), O. M. No. C. 
-2-10-(7)/64 dated the 7th September, 1965]. 

RecolllJlleDdatioD (Serial No. 58) 

The Committee hope that the efforts of the Corporation to realise the 
outstanding debts (about Rs. 40 lakhs) from parties known to them would 
bear fruit. They would like to be informed of the result of the dorts. 
Paragraph 67) 

Reply of Go1'erDJDeIlt 

In order to expedite recovery of the outstanding debts of the ex-State 
Collieries, Government have decided to set up a special cell for one year with 
the following composition: 

Accounts Officer 
Senior Clerk 
Steno-cum-typist 

1 
1 
1 

This cell commenced functioning in the N.C.D.C. from August, 1964. 
The estimated annual expenditure for one year involved in the creation of the 
cell is Rs. 18,000. It is expected that as a result of the creation of this cell, 
the outstanding debts due to the Govt. will be realised expeditiously. 

Apart from this, as a result of the efforts made by the Govt. a sum 
-of about Rs. 4.17 lakhs which is due from Government of Nepal is expected 
to be recovered shortly. Thus action is being taken by the Government to 
realise the remaining dues expeditiously. 

[Ministry of Steel and Mines (Deptt. of Mines &: Metols), O.M. No. C. 
2-10(7)64, dated the 7th September, 1965]. 

Farther reply of Go1'emment 
In para 67 of the 23rd Report of P.A.C. on Audit Report (Commercial) 

1963 the Committee, inter alia, observed as under: 
"The Financial Controller to the Corporation stated that book 

debts ot the value ot about Its. 1S~ lakhs as on ~Oth September, 
1956 were taken over by the Corporation. Of these, the debts amounting 
toabout Rs. 143 lakhs have since been realised, leaving a balance of 
about Rs. 40 lakhs. The parties against whom the debts were out-
standing were known to the Corporation and efforts were being made to 
realise the amounts from them. In reply to a question, the witness, 
stated that out of the balance of Rs. 40 lakhs the amount due from 
private parties would not exceed Rs. 1 lakh." 
The National Coal Development Corporation who were asked to confirm 

the statement made by their Financial Controller that the amount due from 
private parties-would not exceed Rs. Ilakh have now stated that the amount 
due from private parties in respect of coal sale bills stand. at Rs. 4.99 lakhs 
on 31-3-64 and not at Rs. 1 lakhs. According to the National Coal 
Development Corporation, this discrepancy has possibly arisen since the 
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detailed figures were not readily available with the N.C.D.C:, rcpreseIItatMs 
at the meetin, and possibly an estimated figure was intimated to the C0m-
mittee. It is also possible according to the N.C.D.C. that their rep~ 
dve in the context or the discussion then taking place might have tried to 
explain to the P.A.C. that the ultimate amount remaining due from private 
parties after the existing efforts bore fruit would not exceed Rs. 1 lakh. 

The above discrepancy is brought to the notice of the Lok Sabha Secre-
tariat to enable them to place the correct picture before the P.A.C. 

(Mini.rlry 0/ Steel and Mines 1. M. No. C 3-10 (1)/64 doled the 29lh 
April, 1965]. 

Recom ....... tioD (sm •• No. 60) 

The Committee desired to be furnished with a statement setting forth. 
the yearly targets and actual production of each colliery under the control 
of the Corporation for the Second Plan period. The rc;presentative of the 
Corporation promised to furnish the requisite information later. This in-
formation is still awaited. (Paragraph 69) 

JlepIJ of Goyenuaeat 

No yearwise tarsets of production were formulated for the 2nd Plan 
period. 

A statement setting forth the actual production of each colliery during 
tbe Second Plan period I .•• from 1956-57 to 1960-61 is attached (Appendix 
XXVIII). 

(Mlnis",,- of St •• 1 and Mines (~P't. of Mines and Metals), O. M. No. 
C2-10(3S)/63 • • ted tlte 20Ih January. 1966 and 21st March, 1966). 

Reeoaaeadadoa (Serial No. 61) 

The Committee would like to know the results of the study by the experts 
aDd the action proposed to be taken thereon by Government to improv~ 
facilities for transport of coal by means other than rail. (paragrapb 70) 

A Team of Experts nominated in consultation with the World Bank has. 
examined various aspects of coal transport including the comparative econo-
mics of transport by various modes including transport by rail. After 
working out the cost of transport by rail. by road. by ropeways. by pipe-
lines and by inland waterways, they have come to the conclusion that long 
distance movement of any bulk commodity like coal by means other than 
rail is uneconomical and should be discouraged. Further. the rails transport 
position in respect of coal has improved very considerably and Govern-
ment is of the view that no action is at present called for to improve the 
facilities for the transport of coal by the above mentioned means other 
than rail. The need for a rational development or all means of communica-
tion and for research in new ftelds or transport would, however, be kept in 
view and cncourapd to the extent considered necessary. 
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An extract of recommendation No. 2S contained in Chapter 01 of Volume 

IV of the Report of the World Bank Study Team on Coal Transport is 
liveD below: 

"Because the railways can meet the anticipated demand for the trans-
port of bulk commodities economically, the long distant movement of 
these by trucks, inland waterways and pipeline should be recognised 
JW uneconomical and should be discouraged." 

[Ministry of Steel and Mines (Deptt. of Mines cI; Metals), U. O. No. 
C 7-12(8)/64, dated 22-1-1965]. 

ReecMImeIIdatioa (SerIal No. 61) 

The Committee regret to note that Plant and Machinery valued at Rs. 91 
laths should have remained un-utilised for a period of 4 years. The Com-
mittee would like the Ministry to examine whether there was adequate justi-
6cation fOT purchasing such costly machinery without first establishing defi-
Ritely whether they could be utilised for the purpose in view, and whether 
the plant and machinery in question had deteriorated to any extent due to 
their remaining unutiliaed for 4 years. (paragraph 76) 

Rep., of Go'femmeat 

Not all plant and machinery of the value of about Rs. 911akhs remained 
idle for 4 years as now clarified by the Auditors in their letter dated 18-11-65 
(Appendix XXIX). This represents the value of various items of 
machinery purchased over a period of 3i years from 1-4-59 to 9-11-62. 
Out of Rs. 91,29,244'90 the total value of the equipment since put to use upto 
the end of March, 1965 comes to Rs.51,90,I25. The purchase had been 
made in accordance with the duly approved project reports or in a few cases, 
as advance action on some important projects, keeping in view the 
inevitable time lag in delivery periods. These equipment could not, how-
ever, be used because of the necessity felt later on to restrict production 
and consequently slow-down or suspend action on the development of several 
non-coking coal mines. It may be pointed out that the targets for coal 
production had to be scaled down as demand for non-choking coal did not 
materialise as per original expectation. This situation could not have 
been foreseen at the time of ordering for the equipment. It was thus 
that some of the machinery was rendered surplus, with reference to the 
revised produetion programme. This Department i3 5ati6fj,d tb., ,b.; 
purchases had been made after establishing as dffinitely as possible uader 
the circumstances then obtaining that the equipment in question could be 
utilised and that the reasons, for not being able to use them as originally 
contemplated, could not have been anticipated at that stage. However, 
most of these equipment have since been diverted and put to use. Due 
care was taken for the proper storage of the machinery and there had been 
no case of deterioration. 

In the light of this experience, steps have been taken to ensure that the 
right type of machinery and equipment are being indented (or. 
Indeats for prospecting and drillins equipment are no,,' scrutinised by a 
Committee comprising representatives of the Corporati~'.s. 
])epartmenlS of Geology, Planning, Fmance and Purchase. ~ntS'for 
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Plant and ""C'binery for new developmental projects are also scrutinised by a 
Committee comprisiDg representatiws of the Corporation's Departments 
of Planning ~d Development Production, Finance and Purchase. Indents 
in respect of working mines for replacement of existing equipment are 
required to be based on the certificate of a Suney Committee with regard 
to the \1I1Ieniceability of the existing machines. In order to ensure that 
the indents are related to actual requirements, it has been laid down that 
the iDdenting olicers should examine each proposal with extreme care. 

The orders for plant and machinery are now placed according to their 
phased demand as provided in the project report and also keeping in view 
the advaace action taken for some important projects and the time lag in 
delivery periods. This ensures that the equipment are received in time 
when these can be put into use. 

However, sometimes it may happen that some of the plant and machinery 
cannot be utilised as per schedule because of certain adverse geological 
conditions which could not be anticipated or foreseen or on account of 
factors beyond the control of the Corporation such as power supply posi-
tion, temporary closing down of mines on account of restricted demand of 
coal etc. When such occasion arises, due care is taken for the proper 
storaae of the machinery to avoid deterioration. 

(MbtI.rtry of S/~el QIId Mines (Deptt. of Mines and Metals), O. M. NtJ. 
C 2-10(15)/65 dined 26-S-1966]. 

Rec:o_ .. dadoa (Seria. No. 71) 

The Committee are unhappy to note that an infructuous expenditure of 
about lb. 18.54 lakhs had to be incurred by the Corporation due 
to their failure to reserve power to the phased consumption depending 
upon the development programme of the coalfields in the Central Jndia. It 
appears that in charging this amount the Madhya Pradesh Electricity Board 
had not taken into consideration the emplOyment potential 
and industrial development created by the National Coal Development 
Corporation Ltd. Moreover, the Board has also failed to complete their 
substation owing to which the Corporation have suff'ered. The Committee, 
therefore desire that this matter should be reviewed, a written agreement 
arrived at and the N.C.D.C. should not accept liability where the responsibility 
was that of the State Electricit)' Board. The CoJllmittee $\188;5t that this 
matter should be settled, at a high level meeting between the representa-
tiws of the Centre and the Madhya Pradesh Government assisted by the 
N.C.D.C. and the State Electricity Board. (Paragraph 80) 

B.e,Ir of eoTe. _ent 

The factual position leading to the agreement with M.P. Electricity 
Board in chronological order is gi'Ven below: 

2. In 1958 or perhaps even little earlier N.C.D.C. had asked M. P. 
Electricity Board for making poMr available to the extent of 6000 IC. W. 
from tMir thermal station at Korba to meet the power requirt'ments in 
respect of the following projects then proposed to be taken in Korba Region. 
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(0) N.C.D.Co's ovm mines with a production of 0.6 million tons 
annually. 

(6) Projects to come up with the collaboration of USSR.. 
(i) 2 million tons of coal washery project. 

(ii) 2 million tons open cast mines project at Manikpur, and 
(iii) Central Electrical & Mechanical Workshop. 

3. At a meeting held on 30th and 31st of August, 1959 in the office of 
the Chairman, M.P. Electricity Board at Jabalpur. it was represented by this 
Corporation that their requirements of power korba would be about 3,000 
KWas some of the projects contemplated as above could not be materialised 
and that they would require power supply for the proposed collieries in 
Chirimiri, i.e. Kurasia. Korea and Bisrampur to an extent of 4,000 KW. 
M.P. Electricity Board, was, therefore, requested to take up the work of 
transmission lines to enable power to be transmitted from Korba to 
Chirimiri Region in the Central India Coalfields. 

4. The next meeting was held on 22-1-60 at Ranchi when the Chairman 
of the M.P. Electricity Board was present with the representatives of the 
M.P.E.B. The question of the draft agreement for supply of power at 
Korba was taken at this meeting. It was pointed out by the M.P. E.B. 
that power to the extent of 6,000 KW. has been reserved for this 
Corporation. National Coal Development Corporation represented 
that out of 6,000 KW, 3000/4000 K W may be given to Chirimiri and Bj~
rampur. M.P.E.B. stated that in order to provide this demand they will 
have to lay the transmission line to Chirimiri and Bisrampur not only 
at considerable cost. but also at financial loss to them as the transmi-
sion line had to be laid for much higher capacity to cover few require-
ments and as such. the Board insisted that National Coal Development 
Corporation should give certain guarantee for reservation of supply to 
Central India Coalfif'lds which included 12i% guaranteed consumption 
on the cost of 132 KV transmission line which was being specialJy laid in 
advance for National Coal Development Corporation Limited. 

5. The next meeting was held on 13-11-60. It was represented by the 
Corporation that while it was prepared to pay the usual tariff minimum 
charges for 2000 KW to be supplied at Korba, the Corporation was. not 
prepared to pay the minimum charges on the remaining 4000 KW to be 
supplied at Chirimiri until an agreement as arrived at regarding the charges 
leviable when power was supplied at Chirimiri. 'The Electricity Board 
intimated that the capital cost of transmission line from Korba to Chirimiri 
would mean a payment of Rs. 2,00,000/- p •. m. on the basis of 12i% 
return. There was also no assurance from the Electricity Board that even 
this estimated cost would not be exceeded when the line was actually laid. 

6. National Coal Development Corporation had stated that they would 
be prepared to pay tariff charges for 2000 KW at Korba w.e.f. 1-4-60 and 
with regard to Chirimiri Tariff Reservation charges for the 
I"emaining 4000 KW from 1-4-60 subject to the following conditions that 

(0) R.eservation charges to be paid upto a specified date and not on an 
indefinite basis, i.e. as long as it takes the M.P. Electricity Board 
to complete the transmission line and 



(6) That when the power supply is actually available, NatiDD8l Coal 
Development Corporation shall be called upon to pay according to 
normal tarift' charges for power consumed subject to a miniJD.um. 
of 4000 ICW. " 

7. However, the mode of payment for reservation of charges and for the 
usc of transmission lines could not be satisfactorily arrived at. 

8. Madhya Pradesh Electricity Board indicated that the transmission line 
would be completed in June/September 1961 and the line would be extended" 
upto ICaronji by January, 1962. National Coal Development Corporation 
accordingly agreed to pay the reservation charges for power at Chirimiri 
upto 31-12-1961. 

9. A high level meeting was convened by the Chairman, Central W~r 
" Power Commission, on 3-11-61 at New Delhi when the representativ~ 
of the Madhya Pradesh Electricity Board and National Coal DevelopmeDt 
Corporation Ltd. were present. Adviser of Planning Commission aDd 
Member. C.W.P.C. were also present. As a result of the discussion heW, 
the Chairman. C.W.P.C. gave a decision regarding the charges to be leviable 
on account of Minimum Guarantee Clause for reservation of power to an 
extent of 6000 KW from Korba and also charges to be paid for use ofteans-
mission line between Korba and Chirimiri. 

10. A~ per this decision communicated by the Central Water & Powee 
Commission. National Coal Development Corporation were required tQ 
pay a loum of Rs. 1,08,605/- p.m. as minimum charges from 1-4-60. The 
charges for transmission lines viz. Rs. 1,06,875/- p.m. were to be discontinued 
from the date Korba Chirimiri line was utilised by Madhya Pradesh 
Electricity Board as inter-connection between Korba and Amarkantak 
Power Station. During the period under review in para 80 i.e. 1-4-60 to" 
31-3-62, National Coal Development Corporation was availing power to 
an extent of 1400/- 15001 KW. No amount was paid towards the 
transmission lines during the above mentioned period. 

11. The erection of 132 KV line from Korba to Chirimiri was completed 
by the M.P. Electricity Boardin October, 1962. The transmission line was 
designed to 132 KV which was charged at a voltage of 33 KV and at this 
voltage M.P. Electricity Board were in a position to transmit power to the 
extent of 2,500 KW only and not 4000 KW which was as per the agreement. 
In consideration of this low feed of power, Madhya Pradesh Electricity Board 
reduced the charges for the use of 132 KV line from Rs. 106,875/- p.m. 
to Rs. 66,797{- QIlI"O ralll reduction in the ratio of 2500/4(KX) KW and the" 
above charges were paid for the period October, 1962 to December, 1963. 
In January, 1964 the transmission line between Korba and Chirimiri was 
charged at the higher volume of 132 KV when the full amount y;z. Rs. 1,06,875 
became payable. 

12. Madhya Pradesh Electricity Board had generally shown considera-
tion and offered reduction of the Guarantee Charges on account of use or 
transmission line when the Board was not in a position to transmit full 
power as stated in the agreement. Summarising what has been stated above; 
the position is briefly as under: 

1. National Coal Development Corporation had asked Madhya Pradesh 
Electricity Board for reservation of power to an extent of 6000 KW at 
Korba. 



2. According to the standard clauses of the H.T. Agreement with the 
Electricity Board, the consumer (viz. National Coal Development 
Corporation) is required to pay the Minimum Guarantee Charges 
for reservation of the contracted power. 

3. According to the Minimum Guarantee Clause as provided in Draft 
Agreement for supply of power, if National Coal Development 
Corporation were to avail power to an extent of 6000 KW at Korba, 
the Charges at Standard schedule of tariff rates on account of 
Minimum Guarantee Payment during the contract period, namely, 
1-4-60 to 31-3-65 would amount to Rs. 80.27 lakhs. 

4. On the basis of proposals made by National Coal Development 
Corporation to Madhya Pradesh Electricity Board for supplying power 
to the extent of 4000 KW at Chirimiri and Bisrampur out of 60()() 
KW reserved at Korba the total payments towards reservation charges 
including payments on account of minimum guarantee would 
have amounted to Rs. 74.26 lakhs. 

5. On the basis of the decision taken at the meeting at Delhi in the office 
of the Chairman, Central Water and Power Commission payments 
to be made during the contract period of reservation of power and 
under Minimum Guarantee Clause amounts to Rs. 84.47 lakhs. 

13. It will be seen from the above, that based on the decision given by the-
Central Water and Power Commission the agreement was ultimately conclud--
ed with the M.P. Electricity Board and the terms were considered satisfactory 
both to Madhya Pradesh Electricity Board and to the Corporation. It 
has been mentioned in the Public Accounts Committee Report that the 
Committee had recommended that the matter should be settled at a high level 
meeting between the representative of the Central and the State Government. 
assisted by the National Coal Development Corporation and the Madhya 
Pradesh Electricity Board. It will be seen from the above that in fact the 
agreement in question had already been completed on 14-9-63 with retrospec-
tive effect from 1-4-60 as a result of the high level meeting convened by the-
Chairman, Central Water and Power Commission. 

14. In the circumstances stated it would appear that no further action 
seems necessary in the matter. 

(MinIStry of Steel and Mines (Depu. of Mines and Metals), O. M. No.-
C-2-10(13)/63 dated the 1st September, 1966]. 

RecollllllelldatiOD (Serial No. 75) 

The Committee were glad to be informed that with the exception of 
Giridih collieries, it should be possible to put all the other collieries on a 
profit basis. The Committee trust that this hope would be realised in the 
near future. 

. The Committee would however, like Government to examine the sugges-
uo~ ~de b:y the C. & A. G. for giving subsidies to the Corporation for 
coIIienes which were to run at a loss under a directive from the Central 
~vernment, in view of the fact that the National Coal Development Corpo-
ratton Ltd. has been set up by Government as a commercial organisation. 
(paragraph 84) 
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.,.,. of GoYailWiilt 

Government have examined the suggestion. They do not consider it 
advisable to grant a special subsidy to offset loss in collieries which are being 
run under a directive from the President. The surpluses from public under-
takings are expected to add to the overall resources of the Government, aDd 
there is no point in Government giving a subsidy at one stage, and then 
tam, credit for the same amount in the shape or a surplus. 

2. However, in this case it was decided after careful consideration that 
three pits 'Viz. Kolimaran, Jubilee and Bhadua (No. 10-B), should be closed 
as soon as the reserve of these pits get physically exhausted. Kolimaran Pit 
aDd Bhadua No.IO-B were closed in April, 1965. It is proposed to close 
down Jubilee Pit in November, 1965. 

3. As a result of closure of these pits, about 1,000 personnel may become 
surplus. Efforts are being made by the N.C.D.C. to absorb as many ohuck 
labour as possible in new projects. Even then about 400 workers may have 
to be retrenched. (The amount likely to be involved in payment of compen-
sation on account of retrenchment cannot be indicated at this stage). 

4. Various steps are being taken by the Corporation with a view to 
effecting economy and reducing cost of production in the case of the remaining 
pits. 

[Ministry of Steel and Mines (Deplt. of Mines and Metals) O. M. No. 
2-10(7)/64 dated the 7th September, 1965]. 

IleeoauDeacJatioa (Serial No. 78) 
1be Committee hope that with the appointment of a special oflk:cr and 

inspectors for taking up the arrears with State Governments and an 
ofllcer of the Accounts Department for taking up the dues with the Railways, 
there would be improvement in the recovery of dues from Government 
Departments. (paragraph 87). 

Reply of Goftl'lllllellt 
This is covered by the Reply to S. No. 79. 
There has been improvement in the collection of outstanding duel on 

account of sale of coal due to the setting up of special Cell and due to vigorous 
aedit collection. Durina the year 1964-65 the outstanding dues on this 
account has reduced from Rs. 6.56 crores as on 1-4-64 to 6.01 crores as on 
31-3-65. 

[Mbllstry of Steel tmd Minu (Dqtt. of MiMs and Metals), O. M. No. 
C 2-10(7)/64. dated the 22nd December, 1965]. 

Recoamaeadatloa (Serial No. 80); 
It is obvious that there bad been not only negligence on the part of Superior 

oflic:en in the retaining on duty the store-keeper whose suspension was 
ordered by the Managing Director, but also non-compliance with the orders 
of the Head of the Department which is a serious matter. This action on the 
part. of the officers amounts to shielding of a person suspected of connivaIlce 
ID the theft, as also breach of office discipline. The Committee would like 
the Ministry to investigate how the orders of the Managing Director were DOt 
arried out and who were responsible for the same. (Paragraph 89) 
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Reply of Govermaeat 
The factual position relating to the theft of 5SO ft. cables at Bokaro 

Colliery as stated in the Audit para is correct. 
It is true that the Management retained the Store-keeper for more than 

21' years i.e. until 6th November, 1960, on the ground that they could 
not find a suitable substitute earlier. On going through the papers, it is 
found that the official was not retained through negligence on the part of 
superior officers. Ever since the orders of the Managing Director to 
suspend the Store-keeper were communicated to the concerned officers on 
12-6-58, the cohcerned officers had been taking vigorous steps to find out 
a substitute. At that time there was acute shortage of Store-keepers and 
every attempt was made to obtain a substitute before the Store-keeper 
could be suspended. It was necessary before the Store-keeper could 
be suspended, another Store-keeper had to be put incharge of Stores, as 
Bokaro Colliery was one of the biggest collieries with innumerable items in 
Stores which had to be issued day to day. Since no Store-keeper or Assis-
tant Store-keeper from the Kargali Region was available for being posted as 
Store-keeper. Efforts were also made to post a substitute Store-keeper. 

In fact an appointment order was issued by the Management posting one 
Shri Aziz as Store-keeper at Bokaro. He, however, asked for extension of 
joining time till 1-3-59 owing to illness in his family. Subsequently Shri 
Aziz expressed his reluctance to take independent charge of Stores at Bokaro 
involving stores worth about Rs. 20 laths without specialised training. More-
over, the Colliery Manager, Bokaro did not accept Shri Aziz because of lack 
of experience. All the other regions also regretted their inability to send 
a Store-keeper as replacement. 

Stock verification had also to be undertaken and completed before the 
Store-keeper could be suspended. The Store-keeper's presence was neces-
sary till all the items of Stores were verified as otherwise responsibility 
for shortages/losses, if any, in Store stock could not be fixed. During this 
period, he was mainly entrusted within the job of assisting the stock veri-
fiers. 

Although the position regarding delay in suspending the Store-keeper 
was not specifically brought to the notice of the Managing Director the 
Deputy General Manager, National Coal Development Corporation was 
posted with information regarding the case from time to time bringing 
specifically the orders of the then Managing Director for suspension of Shri 
Raim. 

Meanwhile, advertisements were also issued for selectioll of candidate for 
Store-keeper and on 21-5-59 the interview took place and some candidates 
were selected with high starting salary and the case was sent to Finance 
for approval. Finance objected to this proposal of giving higher pay as the 
candidates did not possess, the requisite prescribed qualifications viz., being 
graduates. Protracted notes were exchanged from 21-5-1959 to 14-9-1959 
between Finance, Administration and Controller of Stores regarding the 
necessity for re-advertisement of the post prescribing Degree as a minimum 
qualification but this would be relaxed subjected to minimum educational 
qualification being Matriculation in case of persons having Stores knowledge, 
FinaBce agreed to this proposal on 11-9-59 and the post was advertised 
and the interview was fixed on 28/29-12-59. Two candidates were selected on 



'higher starting pay of Rs. 120/- on 30-12-59 and approval was obtained of 
FiDance on 21-1-60 subject to relaxation of educational qualifications by the 
Managing Director. They also raised objections of over age in respect of 
-()ne of the candidates selected. 

Finally, an Administrative Officer was posted at Bobro and was asked 
10 take supervisory ::r of Stores. The Store-keeper of another sister 
colliery reluctantly a to come to Dobro as Store-keeper for a short 
-period as he would not be burdened with final responsibility. Final instruc-
·tiona were given by the Chief Mining Engineer, Dobro and Kargali Region 
to the Superintendent of Collieries, Bokaro that suspension of Mr. Raikar 
sbould be effected.The Store-keeper was accordingly suspended on 7-11-1960. 

Althousb, it was considered at that time that the theft could not have 
taken place without the connivance of the Store-keeper, prosecution could 
not be launched because of lack of sufficient evidence. Further the stock 
verification also showed no further discrepancies. 

It win, therefore, be clear from the above that while all the officers had 
been conscious of suspending the Store-keeper immediately after the orders 
-()f the Mana~ng Director were passed, it was not possible to do so only 
because conSiderable time was taken before another official could be found 
to take over charge of the Store. There has been no negligence on the 
part of the Senior Officers in retaining the Store-keeper and no motnes/ 
malafide intentions could be attributed for retention of the Store-keeper 
in question. Once an official could be posted to take charge, immediate 
.action was taken to suspend the Store keeper. 

[Ministry of Mines & Metals O. M. No. C 2-10 (13)/63 dated the 1st 
September, 1966]. 

Recommendation (Serial No. 82) 

The Committee regret to note that as a result of the interpretation given 
'by the Company Law Administration to the provisions of Act relating to 
Branch AuditOrs, Government Companies are appointing their own officers 
as Branch Auditors. This in the opinion of the Committee is not a healthy 
practice. It is obvious that the comments of the Branch Auditors who 
are officers of the Company cannot be as objective and independent 
and would not receive the same weight as the comments of independent 
Auditors appointed on the advice of the Comptroller and Auditor General. 
The Committee desire that this matter should be reviewed and the present 
practice of AppOinting Bran~h Auditors for Government Companicli in the 
manner described should be discontinued. In the opinion of the Com-
mittee, tbe Branch Auditors should also be appointed on the advice of the 
Comptroller and Auditor General in the same manner as that of the Audi-
tors for the Head Office. (Paragraph 91) 

Reply of Goftl1llDellt 

Though there is a difference of opinion regarding the interpretation of the 
"PfO\'isions of the Companies Act, 1956 in regard to the appointment of 
branch auditors of Government companies, it has now been agn:ed to 
by the Comptroller &: Auditor General of India that so long as it is ensured 
that Government companies do not appoint branch auditors for the brancbes 
-which are audited by auditors appointed either under the directive issued 
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by the ComptroUer & Auditor General of India or under the orders of the 
<Central Government appointing auditors of the company on the advice of 
the Comptroller & Auditor General of India, the Comptroller and Auditor 
<Jeneral would not see any objection to Government companies appointing 
their own branch auditors for other branches. The Comptroller & Auditor 
Oeneral of India has also agreed that he would issue necessary directives to 
the auditors appointed in consultation with him indicating the branches or 
their number which should be audited by them. The Company Law Board 
proposes to inform the Government companies through the Ministries con-
·cerned that for such branches as are actually audited by the statutory aud,itors 
or auditors appointed by the Central Government in consultation with the 
Comptroller & Auditor General of India, no branch auditor need or should 
be appointed by them. With regard to the other branches which are not 
so audited, it would be up to the Government companies to make such ar-
rangements for their audit as they consider necessary. 

2. It may be added in this connection that under Section 228 
.of the Companies Act, branch auditors are also required to be persons 
qualified for appointment as statutory auditors of the company. 

3. The above reply issues in consultation with the Comptroller & Auditor 
<Jeneral of India and with the approval of the Special Secretary and 
,Chairman of the Company Law Board. 

[Ministry 0/ Finance (Deptl. o/C. A. & /.) O. M. No. 15/22/64-1 GC 
dated the 1st December, 1964]. 

Recommendation (Serial No. 83) 

While the Committee appreciate the need to export certain commodities 
in order to earn foreign exchange, they feel concerned with the manner in 
which the losses suffered on exports are made good at the expense of the 
consumers in India. Since the profits on the imported items, to make 
good the loss, are earned in India, it is the common consumers in India who 
have to pay extra for these imported items. This, therefore, amounts to a sort 
of an indirect levy, which in the opinion of the Committee, is not quite 
justifiable. The Committee hope that Government will consider this aspect 
-of the problem and arrive at a better solution. (paragraph 92). 

Reply of GoverlUlleDt 

In order to offset the losses on export of difficult-to-sell items, import of 
certain scarce commodities such as betelnuts, cloves, copra, etc. are canalised 
through the State Trading Corporation. Since supplies of these commodities 
fall short of the internal demand and it is not possible to effect large imports 
to satisfy the demand due to shortage of foreign exchange, the prices of 
these commodities rule at very high levels yielding a big margin of profit to 
the intermediaries. When imports of these items of a limited valu:: are 
canalised through the STC, the Corporation mops up a portion of the large 
profit which is available on these commodities and which would otherwise 
entirely go to the trade without giving any benefit whatsoever to the con-
'Sumers. In mopping up such profits the Corporation fixes the release 
price invariably lower than the prevailing market prices so that even the 
limited imports of these commodities by the STC might if at all help towards 
stabilisation of prices and, at any rate can only be a discouragement to the 
trade to raise the internal prices further. Accordingly, the STC's margin 



i. kept at a somewhat lower level even when the gap between the landed cost 
aDd the internal market prices may justify mopping up a larger portion of 
the profit. 

2. The release prices for sale to the quota-holders are fixed taking into. 
account the c.i.f. cost, import duty, clearing and handling charges. the dis-
tributor'S remuneration and STCs 'mark-Up'. A statement is attached. 
(Appendix XXX) which shows the quantitites of betelnuts, cloves, cassia, 
copra and coconut oil imported by the STC during the years 1961-62 to 
1963-64 and the average d.f. prices, landed cost, release prices and whole-
sale market prices of these commodities during those years. 

3. The STC does not at all interfere with the purchase, sale and distribu--
tion of the indigenous production of betelnuts and copra which is estimated 
at about 3 to 4 lakh tonnes and 2.50 lakh tonnes per year respectively (the-
percentage of imported betelnuts and copra to the indigenous production for 
the different years works out to 0.37 % to 1.0 % in case of bete1nuts and 0.89 % 
to 11.65 % for copra). The entire indigenous production of both these com-
modities is handled by the indigenous growers and traders of the country ~ 
In the case of cloves and cassia there is no indigenous production and the 
country depends entirely on imports. The market prices of all these com-
modities, however, rule at a high level on account of much larger demands 
than supplies even though the STC releases the quantities imported by it 
at prices lower than the ruling internal market prices. 

4. As state<l in the statement of Accounts attached to the note furnishing 
additional information concerning serial No. 96 of para 104, it would be 
observed that the total profit on imports of betelnuts, cloves, copra, etc. 
for the years 1961-62 to 1963-64 amounted to Rs. 210.111akhs while the loss 
on groundnut and groundnut oil operations during the same period was 
about Rs. 214.55 lakbs.1f the exports of these items are to be undertaken,_ 
the losses involved have to be made good either through direct assistance by 
the Government e.g. subsidy, grants, etc., or indirectly by permitting the-
exporters to import certain high profit margin items on the sale of which 
sufficient profit may be made to cover the losses on exports. 

[Minlstry ojCommtrCl O. M. No. 7(9)-B cl A/64ldated the 26th September,. 
1966]. 

RecommeadatIoa (Serial_No. 84) 

The Committee are happy to note that the volume of direct trade of the 
Corporation has improved from Rs. 64.69 crOTes to Rs. 77039 crores in 1961· 
62 showing a rise of about 20% over the previous year; but they feel 
that they would have been in a better position to appreciate the position had 
the information. as asked for by them, regarding the total margin of loss 
in exporting of commodities in respect of which internal prices are higher than 
the international prices. and of profits earned on the linked imports under 
barter trade for 1941-62. been furnished to the Committee. The jnformation 
is still awaited. (Paragraph 96) 

Reply of GoTenUDellt 

Enclosed is a statement (Appendix XXXI) giving the details of the barter 
deals concluded during the year 1961-62 showing the position of imports and~ 
exports made under the deals as on 31-3-1962. 



75 

(a) A statement (Appendix XXXII) is also enclosed showing the link 
deals concluded during the year 1961-62 including those which were current 
during that period, i.e., 1961-62. 

(b) All the items of export on which the Corporation has suffered losses~ 
during the years 1961-62 and 1962-63, is given in the statement placed at 
Appendix xxxnI. 

(c) The S.T.C. has not suffered any loss in the commodities exported 
under barter as it earned the fixed remuneration on the imports. 

(d) In the case of the export of sugar, the export sales were made at prices 
higher than the ft.oor prices fixed by the Government of India for preferential 
and non-preferential destinations [as indicated in the Joint Secretary, 
Ministry of Commerce &: Industry's D.O. letter dated the 13th June, 1962 
(extracts of para 1 enclosed)]. It will be seen from this letter that the ft.oor 
prices fixed by the Government are about 20 % higher than the International 
prices. 

(e) The price obtained for the urea was lower than the accepted global 
tender price. 

(f) In the case of the import of a minimum sulphate under barter, the 
prices obtained were significantly lower than the last global tender price of 
£ 13.9.6. 

(g) In the case of the link agreements, the exports are arranged by the. 
imports at the prevailing Indian prices and the imports at the prevailing inter-
national prices. The S.T.C. watches the implementation of the export/import 
arrangements under the barter deals. 

(h) However, in the case of the import of fertilizers (a canalised import) 
un.der the Cogis Agreement a provision had been made for a loading of 3 % 
on the import prices of nitrogenous fertilizers and in some cases of Art Silk 
Yarn, since the margins available to them on the import of these commodities 
were found to be inadequate to meet the losses that they would have to incur 
on the resale of the Indian commodities in the Italian markets. Actually, 
however, it was possible for the S.T.C. to arrange with M/s. Cogis to import 
the fertilizers at the international prices. 

[Ministry of Commerce O. M. No. 7(9)-B & A/64, dated the 23rd January, 
1967]. 

Recommendation (Serial No. 85) 
The Committee were informed in evidence that diversion of a commodity 

imported from India had been resorted to by a country with whom agree-
ments had been entered into. The commodity was bought from India under 
the rupee trade agreement and it was sold to another country to get foreign 
-exchange. The Committee hope that such cases are promptly taken up 
with the country concerned as being contrary to the agreements.' 
(Paragraph 94) 

Reply of GoTenuneut 
In December, 1963, a case of diversion of commodity supplied to a parti-

cular country was brought to the notice of the Corporation. This was hnme-
diately taken up informally with the Trade Representative of the country 
-concerned who assured us that they would take suitable action to prevent 
M7US/69 
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such diversion. In future also as and when such cases come to light, neces-
ury action will be taken promptly. 

Ministry of Commerce O. M. No. 7(9) B & A /64, dated the 29th December,. 
1964). 

IlecoauDeadatioa (Serial No. 89) 
The Committee would also like the Ministry of International Trade' 

to take up the question of making Railway Wagons available in time for 
the movement of manganese ore to ports and for this purpose some working 
arrangements with the Railway Board should be made so that similar situa-
tions may not arise in future. (para 97) 

Reply of Go~emmeat 
Prior to 1957 the aIJotment of wagons on each sector was made by the· 

Railways in proportion to the quantity registered under the movement 
alips which were correlated to the export quota. The Corporation having 
no field staff in the earlier period registered the movement slips piece-meal 
to the extent of finn sales. This resulted in fragmentation of the move-
ment quota and lesser supply of wagons irrespective of the number of 
indents placed with the Railways. The position improved considerably 
from 1957 since when, having regard to the operational feasibility the 
movement capacity is fixed by the Railways each year on a regular basis. The' 
field stafrwas also posted by the Corporation in 1957 and movement quota 
was registered in bulk thereafter. Even then the supplies of wagODl 
were made by the Railways pro rata to the quotas registered. 

Conscquent on the abolition of export quota in October, 1962, the entire 
movement was bulked together and allotment of wagons is made on' 
"FIRST Come FIRST Served" basis. 

The Corporation has a Transport Adviser who maintains the Liaison-
with the various Railway Administrations and the Railway Board for re-
solving any problems relating to the movement of ores to the Ports. 

Ministry o/Commerce O. M. No. 7(9}B &: A/64, dated the 25th January,. 
1965.] 

ReaJIIIIIleDdatioa (Serial No. M) 
TIle Committee do not appreciate the policy that when the imported 

articles were scarce in the country, the STC should charge a much higher 
price for these articles putting the consumers to much ~ and 5Uffcr-
Jill- They suggest that some wa media should be found out to solve this 
problem. 

In order to get a clear picture of the various transactions involved 
in this deal, the Committee desired to have additional information from the 
Ministry as per list of points in Appendix I of the 23rd Report of PAC 
(Jrd L.S.) 

The Committee regret to note that the information has not yet been 
received so far (Feb. 1964). (Para 104) 

Reply of Goftl'D8leilt 

Regarding high prices charged by the STC on the scarce commodities· 
the answer given in reply to para 92 (Serial No. 83) of the Recommendations. 
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may be seen. The information required in Appendix I of the report is given 
below:-
Loss OD Stock of GrOlllldDat on : 

1. TOTAL QUANTITY OF GllOUNDNUTS IN SBBLL PtmCBASIID DUBING 1961-62 
AND THE PRICES PAID : 

(i) Quantity: 
Groundnuts-in-shell purchased in 1961-62 : 38,349 M. Tons. 

(ii) Price Paid • • Rs. 281· 24 lakhs. 
2. THE 11MB, PLACB AND RATES OF PUlt.CHASB AND HOW TBBY COMPAllBD 

WITH MARKET PlUCBS THBN PllBVAUINT : 

(i) Time: Procurement of groundnuts was done during the period :-
from 3rd week of November, 1961 to 15th March, 1962 in various 
centres in Gujarat. 
from 1st week of December, 1961 to 7th July 1962 in various 
centres in Andhra. 
from 15th November. 1961 to 7th July, 1962 in various centres in 
Mysore. 

(ii) Place: Procurement was done at the following places :-

Gujarat 
K.olki 
Talala 
Junagarh 
Kavadra 
Gadu 
Una 
Vanthali 
K.eshod 
Veraval 
Bhavnagar 
Jalla 
Talod 
Kapadwanj 
Savarkundla 
Sonsan 

AluJhra Pradesh 
Adoni 
Guntakal 
Yammiganur 

Mysore 
Mandya 
Gubbi 
Davangerc 
Ranibennur 
Challakerc 
Hagari Bomman Hall 
Gulbarga 
Raichur 
Koppal 

(iii) Rates of Purchase: The rate of purchase varied from day to day, 
and place to place. Purchases were made at prevalent market prices by the 
Apex Cooperative Societies on behalf of STC in accordance with the cont-
racts with the Societies which provided as follows :-

''The Corporation will pay the market price for groundnuts-in-meU 
conforming to quality under 1· 3 on the day of procurement. The price 
payable, however, shall not exceed the average of the maximum mar-
ket prices, which prevailed on all working days in the preceding weeks, 
plus two per cent. For the purpose of calculating the average 'market 
price' of the preceding week, price notified on the prescribed regulated 
market shall be used. The average of the preceding week plus two 
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per ceat il the ceiJins. No procurement Oil behalf of the Corporation 
IhaU be undertaken, if the market price exceeds the ceiling. The 
groundnutl procured will be delivered to the Corporation at the actual 
market price paid." . 

3. TBB .uJlANGmIENTS MADB POll STOCUNG THE COMMODITY AND THE 
Hal CHAllGIIS, IF ANY, PAID : 

(I) Ammgsnent for stocking : According to the agreement entered 
into by STC with the Apex Cooperative Societies, the latter were res-
ponlible to Hore the groundnuta-ilHheU, kernels, oil, cake, H.P.S. etc. 
until they were tranlportcd for export by the Corporation. 

(II) HIr, cluzrgel, if any, JHlId : According to the contractl with Gujarat 
and Andbra Pradesh Apex Cooperative Societies, the charges payable for 
ltorage of groundnuti-in-iheU were 68 D.p. per ready of 10 standard maunds 
per month (or part thereof) in the case of Mysore, it was 7 n.p. per bag 
0138 kg. per month (or part thereof). 
4. 11IB AGBNCIBS UTIL1SBD FOIl aUSHING TBB GllOUNDNUTS THB AMOUNTS 

PAID JIOll TIUS PURPOSB-THE QUANTITY CJlUSHBD, AND 'mE QUANTITY 
AND VALtJB OP OIL AND CAD. 

(I) nr. agencies utilised for crwhing the grormdnuts :-STC entered 
into arrangemenu with the Apex Cooperative Societies for procurement 
of groundnuu, and they were also to arrange for transport, storage, and 
decOrtication and for crushing of the kernels in oil mills generally in the 
Cooperative Sector, and holding the oil and expeUer cake for delivery as 
per instructions issued by the Corporation from time to time. For this 
purpose the Apex Society entered into agreemenu with Primary Societies 
generally on similar terms. The primary Societies crushed the kernels into 
oil in their own mills and in some cases through private oil miUs. 

(II) AmOlllltI JHlId for processing into 011 and cake. 

1961-62 
1. Decortication charges . • 
2. Processiq charges into oil and cake 

1962-6] 
I. Decortication charges. . • 
2. ProoeMjq chargcs into oil & cake 

Rs. 

2,56,089 
4,52,412 

7,08,SOI 

3,35,386 
14,37,642 

17,73,028 

(iii) Qutmtlty cnuhed and tpIQIItlty of 011 and Cake obtained : The total 
procurement of groundnuts-in-sheU in 1961-62 & 1962-63 were : 

M. Tons 
1961-62 • 38,349 
1962-63 12,048 

TOTAL 50,397 
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The yield obtained was as under : 

H'p.S. Kernel . 
Groundnut Oil 
Expeller Cake • 

M.Tom 
327 

14,731 
21,579 

(Note: 53S M. tons of Kernels were disposed of as Kernels) 

Apart from the HPS Kernels, the groundnuts-in-shell after decorti ~ 
cation and crushing yielded both oil and cake,. The total cost of produc 
tion etc., of the above quantities of Oil, Cake and BPS Kernels works out 
at Rs. 443·61 lacs as per Annexure attached. APPENDIX-XXXIV 

Further, on a direction from the Miriistry STC also purchased during 
1962-63 some groundnut oil from the market for the purposes of export. 
The details of purchases from the market including a small quantity of 
groundnut cake are as follows : 

Groundnut Oil 

Groundnut Cake 

Quantity Value 
(In M. (Rs. inlakhs, 
Tons) 

8,959 163 ·97 

239 1 -03 

The total cost incurred for Oil, Cake and BPS produced and purchased 
was Rs. 608 ·61 lakhs. 

5. QUANTITY AND VALUB OF GllOUNDNUTS, on. AND CAKE EXPOllTBD AND 
LOSS SUfFElUID ON TBBIlt ACCOUNT. 

Groundnut Expeller HPS 
oil cake Kernels 

Quantity exported 14,1,74 21,214 327 
M.tons M. tons M. tODS 

Value of exports 188·70 94·90 3·79 
(Rs. in lacs) (Rs. in lacs) (Rs. in lacs) 

In addition, during the years 1962-63 and 1963-64, 3735 M. tons of 
Groundnut oil for a value of Rs. S5 ·88 lacs and 5,282 M. tons for value of 
Rs. 71 ·52 lacs, respectively, were sold and delivered internally. The 
total loss .incurred on these transactions upto 31-3-1963 was Rs. 212 ·71 
lacs, and IS Rs. 214 ·55 lacs upto 31-3-1964 which, as originally intended, 
has to be adjusted against profits on imports of copra, betelnuts, spices, 
cloves, cassia and cocoanut oil, as per details given in the succeeding para-
graphs. 

6. IF ANY QUANTITY OF GROUNDNUl'S, OIL AND CAKE DBTElUOllATAD TO 
STOllAGB, THB QUAN11TY AND VALUB TBBRBOF. 



I. 
7. JP AMY QU.umTY OP GROtJNDNVTS OIL, AND CAD WI!Rl! DISPOSBD IN 

LOCAL ILUDTS, QUAN'I1TY BOLD AND PUCIII. 

These two points have been combined because certain facts common 
to both. 

As wouJd be seen from reply to point No.5, out of the total oil amount-
ins to 23,690 M. toDS, 14,174 M. tons were exported. The balance quan-
tity remained with the STC. The international prices of groundnut oil 
rutin. during the period May-June, 1962 and thereafter were very low and 
to persist in continuing with the exports would have meant very considera-
able losses, perhaps not commensurate with the foreign exchange earnings 
therefrom, particu1arly in the light of thinking that foreign exchange earn-
ing throuJh exports should be within certain loss limits. There was also 
expectation that prices might show an upward trend which, however, did 
not materalise and further that exports of a substantial quantity, namely, 
upto 6,000 M. tons may materialise to Morocco with whom Govt. of India 
had entered into an agreement in which groundnut oil figured as an item 
of export from India. The latter anticipation did not materialise because, 
although we responded to the tender enquiry for 6,000 M. tons of G. N. 
oil, they ultimately purchased Sun Flower oil from elsewhere. 

Since with passage of time the quality of oil was deteriorating, which 
is the position in case of groundnut od by its very nature, it was decided to 
dispose of this oil internally stipulating that the local buyers would export 
equivalent amount of sroundnut oil in due course. 

Besides there were small quantities of Cake and Kemels,which were 
internally disposed of. The total quantities of Oil, Cake and Kernels 
disposed of intema]Jy are as follows : 

Groundnutoil • 
Groundnut Expeller Cake 
K.ernels 

The disposal was as follows : 

• 9,017 M.T. 
681 M.T. 
535 M.T. 

Sale of the oil was contracted to be made to a Consortium conSlStIng 
of MIs. Hindustan Lever, Tata Oil Mills, Swastika Oil Mills, and Godrej 
Soap Pvt. Ltd., at the rate of Rs. 1750/- per tonne F.O.R. Bombay, and 
corresponding prices for delivery at other centres,. This deal was concluded 
towards the end of November, 1962 when the market prices were ranging 
between Rs. 1,765'00 and Rs. 1,800'()() for ready delivery and the future 
prices were showinS a down-ward trend. The :i~~aUOn5 pre:;mboo 
by the Consortium for these transactions were very rigid and on checking of 
the quality, it was found that except for about 1,370 tonnes, the remaining oil 
did Dot according to the Consortium come up to those specifications, there-
fore, the Consortium were not prepared to lift the remaining quantity at 
the originally contracted prices. The remaining oil was, therefore, cont-
racted to be sold at the best possible prices by calling for offers from parties 
who were iaterested in takins over this Oil. The sales were made at the 
prices varyiDJ from Rs. 1,3SO'()() per M. ton to Rs. 1,65O'()() per M. 
ton against offers made by some of the members of the Consortium at 
Rs. 1,175·00 and Rs. 1,275 -00 per M. Tons. 

There were varyins desrees of deterioration in the quantity of Oil 
dependins upon the period of storase and the sales were made at the best 
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3vailable prices and with a view to avoiding further losses through deterio-
ration. 

3,735 M. tom had been delivered upto 31st March, 1963 for a total 
value of R5. 55 ·88 lacs, and 5282 M. ton5 were delivered during the year 
-ending 3Ist March, 1964, of a value of Rs. 71 ·52 lakhs. The balance 
.quantity is likely to fetch about Rs. 3 ·74 lakhs on the basis of the contracted 
sale prices. 

Groundnut Expeller Cake was disposed of at the rate of about Rs. 355/-
per M. Ton a<; against the market price of Rs. 390/- to Rs. 400/. per M. ton 
for the c:lke from the fresh crop on guaranteed specifications. 

535 M. tons of groundnut Kernels were disposed of internally at 
R5. 701/- per M. ton against the market price of about Rs. 935/- per M. ton, 
the lower price obtained being due to the stocks being ofthe preceding year's 
crop. It was considered more advantageous to sell the kernels as such 
imtead of getting them crushed and selling oil and cake extracted there-
from . 

.8. QUANTITY AND VALUE OF STOCKS STILL IN HAND AND ARRANGB-
MENTS MADB FOR. THBIR DISPOSAL : 

The following were the stocks in hand as on 31-3-1963 : 

Quantity Value in lacs .... 
Groundnut oil . 5,637 M. tons Rs. 77·56 
Groundnut Expeller Cake 1,103 -do- Rs. 3·45 
Groundnut Kernels 775 -do- Rs. 5·12 
Drums 3,879 pes. Rs. 0·58 

These stocks have since been disposed of except to the following extent: 

Groundnut Oil 
cake 

(As on 31-3-1964) 

MADRAS 

Quantity 

293 M. Tons 
23 M. Tons 

Value in lacs 

Rs. 3 ·75 
Rs. 0·08 

Rs. 3·83 
The total further loss likely to be incurred in the disposal of all the stocks 
still left as on 31-3-1963 is not expected to exceed Rs.4lacs. 

9. HOW THE LOSS SUFFEIlBD ON THIS ACCOUNT WAS MADE GOOD 

At a meeting held in the room of the Additional Secretary in the 
Ministry of Commerce and Industry on the 5th July, 1961 it was decided to 
authorise STC to import some high profit items such as Copra, Betelnuts 
and Spices with a view to enabling it to utilise the resultant profits for the 
promotion of exports of difficult items to sell. Subsequently, at another 
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meetins held on the 3rd AU8Ust, 1961, STC was asked to undertake withoecrut 
aoy quantitative restrictions the export of groundnut oil to be procur 
throuSh the Cooperative Societies and well established firms. The loss 
on groundnut oil operations was thus made good by the profits on Copra,. 
Betelnuts and Spices. 
10. WHAT IS TIIB LOSS INCUlUlBD ON THIS DANSACl10N DUE TO A FU1THEll 

FALL IN VALUE OF EXISTING STOCD DURING 1962-63 

The further loss anticipated on disposal of closing stock as on 31st 
March, 1963 is Rs. 4 lacs due mainly to further expenses etc., tin disposal. 

11. QUANTITIES AND P1UCE OF COPRA, BETELNUTS AND CLOVES IMPOR.TED BY 
STC DURING THE 1961-62 & 1962-63 SEPARATELY: 

Quantity Purchase Average 
Imports purchased value rate 

(M. Tons) (Lac Rupees) per M. Ton 
(Rupees) 

(1) (2) (3) (4) (5) 

1961-62 1. Copra 2,270 18'46 813·22 
2. Betelnuts 1,078 5·84 541·74 
3. Spices 1,074 10'22 951 ·58 

(21,143 cwt) 

1962-63 • 1. Betelnuts 4,318 18'84 436'31 
2. Cassia 84 2·03 2,416'67 
3. Coves 825 32·72 3,966-06 
4. Copra 30,067 265·05 881·53 
5. Cocoanut Oil 5,431 61'58 1,133'86 

12. QUANTITIES AND P1U(3 AT WlDCH TIIB COMMODITIES R.EFElUlED IN 
SBlUAL 11 WERB SOLD BY STe, PBOFI1S MADE BY STC AND MAlUCET 
PRICES THBN PllBVAlLING : 

Quantity Sale Averale STe'a 
sold value rate BrOIl 

(M. Toos) realised per M. Ton profit after 
(Lac Rupees) (Rupees) excluding 

expenses 
(Lac Rupee) 

(1) (2) (3) (4) (5) 

1961062 
1. Copra Oil 694 14'53 2,093 -66 3·44 

(.)" Cake 51 0·19 372·55 
2. BotoInuts 1,050 5O.2S 4,785 '71 10,'" 
3. Spices • 1,074 56'69 5,278 ·39 6'36 

20'57 

(The balance of the trading loss on sroundnut operations in 1961-62 
which came to about lls. 30 -00 lacs was met from the Trade Development 
Fund. But this was made good to the extent of 23 ·64 lakhs by the profits 
on the items ~ but the sale of which took place in the succeeding 
months of 1962~). 
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1962-63 35-4! 1. Betelnuts 4,319 184·55 4.272·98 
2. Cassia • 84 14003 16,702-40 1·73 
3. C10ws • 825 198-04 24,004'84 36-04-
4. Copra 26,617 368044- 1,384'22} 106·18 (.)" Cake 9,616 31·86 331 '32 

"00 2,636 56·60 2,147'19 
6'78 5. Cocoanut Oil 5,431 103 ·62 1,907 ·94 

186'14 

NOle: 
(1) The profits earned on these commodities fully covered the loss on groundnut 

oil booked in the accounts for 1962-63 viz. Rs. 1,62,SO,232 ·68 np. 
(3) The Copra Cake mentioned above at (.) was actually exported, bringing!n 

foreign exchange to the extent of 0'19 lacs in 1961-62 and Rs. 31 ·86 lacs lD 
1962-63. 

S. T. C. entered into agreements with the Consortium, Bombay Local 
Oil Mills Association, United Spices Importers etc., for import and distri-
bution of these scarce commodities as agents of the STC. The profit margin 
of STC or 'mark up' was fixed after discussion with these parties, keeping 
in view the market prices, the anticipated volume of imports and its ~pact 
on the market etc. After the mark up was fixed and agreement entered mto, 
all imports were arranged by these distributors, and they were directed to 
sell the goods at sale/release prices fixed by us generally on the following 
basis :-

C.lF. cost plus Oearance, handling, import duty, etc. plus distribu-
tors' remuneration plus STC mark up. 

Our mark up was as follows :-
Bete1nuts 
C10'YC11 

Cassia 

Copra 

Cocoanut Oil • 

187 '5% of C. I. F. value 
60'0% of C.I.F. value (later raised to 80% of C.I.F. 

and then to 135% ofC.I.F. value) 
SO ·0 % of C.I.F. value (later raised to 80 % and then 

to 150% of C.I.F. value) 
Rs. 290 per tonne (later reo} as against a much higher 

duced to Rs. 200/- per margin available to the 
tonne) trade on both Copra and 

Rs.125 per tonne. and Cocoanut oil. 

So far as Copra and Cocoanut Oil are concerned, it was ensured that the 
release price of the Oil to the actual users were related directly to the C.I.F., 
value of the imports and the Oil cost them less than the market price by 10 % 
or more. 

In regard to Betelnuts and Cloves, a watch was kept to see (and the 
intention was) that the wholesale market prices remained around those 
which S.T.C. indicated. In case it was observed that there was a tendency 
on the part of the traders to make larger profits, S.T.C.'s mark up was in-
creased. 
13. wmCH OF THE 1ltANSACTIONS IN SERIAL NO. 11 IF ANY WERE UNItED 

WIlH THE 1ltANSACTIONS OF TIlE EXPORT GROUNDNUTS AND WITH 
WHAT RESULT 1 

Losses on exports of groundnut oil and other connected transactions 
were met from the profits on cloves, betelnuts. cassia, copra (including its 
by-products such as copra cake and cocoanut oil). The extent to which the 
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Jouet were covered in tbe years 1961-62 and 1962-63 are indicated apiDSt 
item 12 above. PractK:aDy an the imports mentioned were linked with the 
aport of goundout oil undertaken by the STC and it was all along intended 
that the profits on theae items should be utilised to push up exports of gound-
nut oil. 

Statement referred to in reply to paru <a> to (c) 0/ Starred 
Question No. 127S/or answers in the Lok SaMa on the 

1st May, 1964. 
The referrence to the so-called high profits of the State Trading Corpo-

nation and the Minerals and Metals Trading Corporation relates mostly 
to the import of items such as betelnuts and cloves, camphor, ball bearings, 
non-ferrous metals etc. There is a misunderstanding as to the margin 
which is charged by these two Corporation between the landed cost of these 
.commodities and the release price for distribution. The correct position 
in regard to these aspects, therefore. requires to be stated fully and in its 
proper perspective. 

The Corporations are having their trading activities cove~ing exports, 
imports, internal purchase and sale in some commodities. So far as the 
exports are concerned, the margins of profit are, as a rule small, varying 
between -1 % to 3 % In fact, in some cases like groundnut oil, manioc 
meal. lemonarass oil, sodium bichromates etc., losses are suffered with 
the duel object of (a) promoting exports and eaming the much needed 
foreign exchange, and (b) to give price support to the primary producers 
of manioc meal, lemongrass oil, tobacco etc. 

On imports. the margin of ~rofits varies from commodity to commodity 
de~nding upon its availability m foreign markets, its essentiality, the pre-
vailing market prices, the relative availability of the indigenous products 
etc. In a very large number of cases, the percentage of distribution margin 
charged varies from 0 '4 % to 10 %. 

Margin of distribution charged is illustrated as under :-
Distribution 

margin 
chargca 

Fertilizers about 1/2% 
Copper . about 2 ~~ 
Zinc about 2 ~ 
SKlCI . . . about 4/0 
TtlOls Ilnd al\oy steels • . . . . . • . about 1 /2 ~~ 
Dye intemledialCs. Pharmaceutical intermediate!>. sodium and chile- ! 

Aft nitrate caudi~ ~Od3. sC\dium ~ulphale and miseellaneom hM- > Below 1O~!~ 
sic chcmicak J 

Newsprint . . • . . . . . • . about 1 ~~ 

In some scarce imported consumer commodities in short supplies, 
whose imports have been canalised through these Corporations, the Corpo-
rations mop up a portion of the surplus profits which are available in these 
commodities owing to their short supply and high ruling market prices. 
Such commodities are betelnuts. cloves" camphor, mercury, etc. 10 such 
cases also. the Corporations while mopping up the excess profits fix the 
release price. which is invariably lower than the prevailing market prices 
so that the prices tend to stabilise at reasonable levels and unduly large 
profits are not passed on to private hands without at all innefiting the con-
sumers. 
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, , ,While determining the release prices, the Corporations have also been 
guided by the coDSidcratiODS. that the release prices may not affect the interest 
of the indigenous producers. For example, India produces about 40,000 
tons of betclnuts and imports only 5,000 tons. The State Trading Cor-
poration does not at all interfere with purchase, sale and distribution of 
indigenous betelnuts which is handled entirely by the indigenous growers 
aDd traders of the country. The STC releases the imported betelnuts to 
distributors at prices somewhat lower than the ruling market prices of indi-
genous betelnuts. The margin charged by the State Trading Corporation 
on the distribution of betelnuts has been about 33 % over the landed costs. 

In such cases of imported consumer commodities whose supply falls 
short of demand and where due to shortage of foreign exchange. large im-
ports to satisfy internal demand arc not possible, the factor which the Cor-
porations take into consideration is that the release prices of such scarce 
imported commodities do not leave a very excessive margin of profit in 
the hands of the intermediaries and where no benefits really accrues at all to 
the consumers by releasing such commodities to the distributors at very 
low prices. As in case of imported betelnuts, release prices of cloves, 
camphor and other canalised imported scarce commodities are also fixed 
from time to time by the Corporations in accordance with above policy as 
mentioned in this statement. 

[Ministry o/Commerce O.M. No. 7(9)-B & A/64, dated the 26th September, 
)966]. 

Recommendation (Serial No. 97) 

The Committee are not quite convinced with these arguments. They 
feel that it should be possible for the Directorate of Exhibition to handle 
all the work connected with Exhibitions. Other organisations like the S.T.C. 
and H. & H.E.C. can entrust the work in connection with exhibitions to one 
of their officers. That officer should remain constantly in touch with the 
Directorate of Exhibitions and supply them with such data and information 
as required from time to time. The Committee would like the Ministry to 
re-examine this question in the light of the Committee's observations. 
(~graph )05) 

Reply of GoTenmeat 
It will be observed from sub-para (1) ofthis para that the then Secretary, 

Ministry of Commerce & Industry and the Chairman S.T.C. had explained 
~ dimnetly different character of tho staff QIlgApS and functions performed 
by the Directorate of Exhibitions and the other units like the S.T.C. and 
the type of work being done by them was such that that it could not be handled 
by tbe Directorate of Exhibitions. It seems necessary, to marshal the facts 
once again in the light of the developments since then. 

So far as the Exhibition Cell in the S.T.C. is concerned its reponsi-
bilities have since considerably increased. In 1964 the S.T.C. was asked 
to arrange, without any assistance from the Directorate of Exhibition, 
India's participation in two international fairs viz., Helsinki Autumn Fair 
1964 and arrange to send samples and implement the fair quotas allotted 
to India at the Izmir International Fair 1964. (viz. Ministry of International 
Trade D.O. No. 3-Exh (20)PL/63, dated 23/24-1-1964). Besides, the S.T.C. 
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WII alIo required to procure samples, arrange participation of its associates 
aod to c:o-ordinate the trade activities of the Indian Trade Teams in the 
followinJ fairs in the East European Countries: . 

1. Budapest Intc:rnatioDal Fair (Hungary) May, 1964. 
2. paznan International Fair (poland) June, 1964. 
3. Zaareb International Fair (YuJOSlavia) Sept., 1964. 
4. Bmo International Fair (Czechoslovakia) Sept., 1964. 
5. Leipzig Spring Fair (GDR from 28-2-1965 to 9-3-1965). 

The list of fairs and exhibitions in which the STC bas participated 
or proposes to participate during 1965-66 is enclosed (Appendix XXXV) 
Arranginl effective participation by its associates, sending samples, procur-
ring literature and prices for the various products so that business could be 
neaotiatecl on the spot, calls for considerable staff work. It is the respon-
sibilitr of the Exhibition Cell of the Corporation to guide the various-
DiviSIons viz. Engineering, Chemicals, Agricultural Products, Leather 
and Leather Manufacturers. Consumer Goods to activise their associ~ 
collect the samples and arrange their despatch. Also it has to keep a watch 
on the final despatch of the various. items sent to the exhibitions and finalise 
the accounts of participation. 

The work of thc Exhibition Ccll, in bricf, is four fold: 
(;) Orpnisation of Exhibitions and Fairs Abroad. 

(U) Co-ordination of tradc activities. 
(Ill) Utilisation of Fair Quotas. 
(,.) Participation in Exhibitions in India. 

As regards (i) it may be submitted that participation in each exhibition 
involves a lot of preparatory work sufficiently in advance. The scheme 
has to be prepared for each fair scparately. layout ofthc pavillion dcsigrud 
and loods sclected for display. keeping in view the marketing possibilities. 
Circulatc letter, skelten scheme. terms and conditions etc. have also to be 
prcpared for each fair and issued to the trade. Simultaneously budget 
estimates have to be prepared for each fair. accounts maintained and rendered. 
Proper account of the goods procured/purchased bas also to be kcpt. Per-
sonal contacts have also to be established with the various departments of 
the. Government of India .u. Ministry of Commcrce, Finance, I. &; B. 
RAilway Board etc. and the foreign embassies in India. Further. list of 
participants have to be screened. exhibits approved for display and shipping 
arrangement made for timely despatch to the countries concerned. The 
Reserve Bank of India has also to be approached at the same time for the 
release of foreign exchange to the Indian participants who propose to ~ 
their representatives to the fairs for negotiation of business on the spot. 

As regards (ii). the STC is required to co-ordinate the trade activities 
of Indian Participants present at the fairs/exhibitions abroad. While the Direc-
torate of ExhibitiODsflndian Council of Trade Fairs and Exhlbiti()ns, 
Bombay. attends to the organisation of the Indian Pavillion. the STC's repre-
sentatives co-ordinates the trade activities, answers trade enquiries, studies 
the foreign markets and negotiates business on the spot wherever possible 
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on terms favourable to the country. He also looks after the interest of the 
absentee parties. In this connection the Exhibition Cell is required to 
~llect detailed information regarding prices, qualities, quantities etc. 
]n respect of each of our exportable products, so as to enable our represen-
tatives to negotiate and clinch business during the fair. 

The Exhibition Cell is also required to assist the Exhibition Directo-
rate/I.C.T.F.E. in the procurement and despatch of right type of goods 
for display. Accordingly it has to approach its business associates and 
persuade them to participate. Arrangements have also to be made wherever 
necessary, for the despatch of goods by sea or air freight. 

As regards (iii), the Exhibition Cell has a special role to play in respect 
of fairs which carry fair quotas 'Viz Izmir International Fair. Turkey. 
All reasonable facilities have to be provided to the foreign delegations in 
the purchase of goods, introduce them to the Indian suppliers and held in 
negotiation and finalisation of business deals. All documents pertaining 
to these exports are examined and processed for payment in this Cell. Payment 
to the Indian suppliers against shipping documents and the realisation of 
the sale proceeds from the foreign buyers are also undertaken by it. All 
this involves considerable work and correspondence with the Ministry, 
Indian embassies abroad, Foreign buyers, Indian/Foreign Banks besides 
the numerous suppliers in India. In this connection, it may be mentioned 
that Quota allotted to India on participation in the Izmir International 
Fair, August 1965, amounts to Rs. 18·50 lakhs approximately . 

. As regards (iv) the Exhibition Cell is required to arrange S.T.Co's partici-
paUon in selected fairs/exhibitions in India in order to educate the public 
about activities of the STC and the role it plays in India's foreign trade. 
The preparation of theme for display of goods etc., in this connection, 
have all to be arranged by the Exhibition Cell of the S.T.C. 

From above it would be evident that the functions and duties of the 
Exhibition Cell are numerous and quite separate from that of the Exhibition 
Directorate, which are not responsible for the commercial success of the 
fair. The existing staff consisting of 1 Inspector, 1 U.D.C. & I L.D.C. 
is not at all adequate enough to cope with heavy work involved. It is ab-
solutely essential, if it is to function successfully and discharge all its res-
ponsibilities in the best interest of export promotion that it should be im-
mediately strengthened. 

(Ministry of Commerce O.M. No. 7(9) B cl A/64, dated the 2nd February, 
i~U]. 

RecommencJation (Serial No. 98) 
The Committee were anxious to satisfy themselves if at the time of taking 

over the management of the company or immediately thereafter the Central 
Govt. had duly looked into the State assets and liabilities and the accounts 
of the company so as to see that Government were not saddled with accumu-
)ated losses of the past, and the price paid by them for acquisition of share 
capjtal had been arrived at on a fair assessment of assets. Having been 
unable to obtain information during oral evidence, the committee desired 
to be furnished with a note on the following points but the note is still await-
ed-

0) Basis of valuation of the Mills. 
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(il) Value fixed for assets and liabilities of the Mills (The figure5 for 
assets and liabilities to be given separately.) 

(iii) What was the market value and face value of the shares of the 
Mills at the time when the Mills were taken over by the C entiat 
Government. 

(I,) Whether the amount of loss shown in the accounts of the Mills 
to the tune of Rs. 1 ·73 crores when they were taken over by the 
Government of India was adjusted against the payment of com-
pensation. jf not, what was the position. . 

(v) What was the conclusion reached after valuation regarding state 
of assets and liabilities with reference to the book value taken 
over. (Paraaraph 106) .. 

Reply of Go,erameat 
The information required is given below :-

BASIS OF VALUATION OF THE MILLS 
The control of the Company was taken over by the Central Govem~ 

ment on 29-12-1958 but no valuation of the assets and liabilities of the Com-
pany was made as on that date. The assets and liabilities of the Company 
were taken over on the basis of their book values which as on 31-3-58 were 
under: 

[JQbllllies (31-3-1958) 

1. Subscribed, called and paid-up share Capital 
2. Reserves and Surplus 
3. S,cund Loans : 

(a) Oovt. of M.P. Rs. 2,14.86,652 
Rs. 2,82.73.000 

4. Current Uabilities . 

AMelI (31-3-1958) 

1. Fixed assets 
2. Assets under construction 
3. Investments 
4. CUrrent Assets . 
S. Loans Advances and Deposits • 
6. Cash &: Bank Balances 
7. Miscellaneous expenditure" losses 

Rs. 
1,33,51.953 

74,329 

4,97,59,652 
1,13,61,844 

7,4S.47.778 

as. 
4,16,24,124 

84,554 
3,500 

56,26,315 
14,95,772 
61,77,017 

1,95,36,496 

7.45,47,778 

(Ii) Value fixed/or assets and liabiliJies 0/ the Mills (The figures of assets 
and liabilities to be given separately). 
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The value fixed for assets and liabilities of the Mills was on the basis. 
of the Balance Sheet as on 31-3-1958. The financial position of the Mills 
as on 31st March, 1959 i.e. 3 months after the control was taken over by the' 
Central Government was as under 
Liabilities 

I. Share Capital 
2. Reserve and Surplus . 
3. Secured Loans: 

(a) Govt. of Madhya Pradesh Rs. 95,00,000 
4. Current Liabilities. Rs. 32,73,000 

A.ssets 
1. Fixed Assets 
2. Assets under construction . 
3. Investment 
4. Current Assets . 
5. Loan Advances etc. 
6. Cash and Bank Balance 
7. Fictitious assets (Misc. Capital &: Losses) • 

Rs. 
4,93.24,878 

2.08,51Q-

1,27,73,000 
1,34,12,687 

7,57,19,075 

Rs. 
3,97,93,391 

7,12,986 
3,625 

73,19,273 
18,74,671 

1,01,61,390 
1,58,53,738 

7,57,19,074 

(iii) What was the market value and face value of the shares of the 
Mills at the time when the Mills were taken over by the Central 
Government. 

The Mills were running at a loss and their shares were not 
quoted in the market as they were not listed on the stock exchange. 
However. shares were being transferred on the books of the 
company at that time at the rates varying from Rs. 2·50 to Rs. 10, 
per shares. 

(iv) Whether the amount of loss shown in the accounts of the Mills 
to the tune or Rs. 1 ·73 crores when they were t4ken over by the 
Government of India was adjusted against the payment of com-
pensation, if not, what was the position. 

The amount of Joss shown in the accounts of the nUlls was 
taken <'ver by the Government along with the liabilities and assets .. 

(l') What was the conclusion reached after valuation regarding the 
State of assets and liabilities with reference to tho book value taken 
OVer. 

No formal valuation had been made. The company was· 
taken over by Government as a result of negotiated settlement 
with the State Government and other share holders to enable the-
project to survive or be resuscitated in the national interest. 
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{vi) Poge 49-SO-pora X(3}-Cost of Production 

What i.~ the percentage of overhead charges in relation to the total 
cost of Production ? 

The required information is given below : 
1960-61 1961-62 1962-63 
7 ·43 % 8 ·86 % 9 -OS % 

(Ministry of Industry and Supply (Deplf. of Industry O.M. No. LJ(III) 
18(118)/63, dated the 18th Sept. 196.,) 

ReeOllllDelldatlon (Serial No. 99) 
The Committee note from the evidence that the main problem faced by 

the Mills arises out of unsuitability of the available raw materials for pro-
duction of newsprint and this also affected the economics of production. 
The committee consider it unfortunate that this factor had 1J0t been given 
due consideration when the location of this factory was decided. They 
were informed that until recently some pulp had to be imported to be mixed 
'With indigenously manufactured pulp so as to improve the quality of the 
fibre. The Committee had also been informed that at present only about 
2S % of the requirement of newsprint in the country was being met by indi-
aeaous production and that it was proposed to expand/indigenous produc-
tion by !ncreasing the CAPACITY of Nepa Mills from 30,000 to 7S,cnJ 
tonDeS by 1966 and by creating a further capacity for I,SO,cnJ tonnes in the 
private sector. The committee hope that the question of availability 
of suitable raw materials for the new scheme will be given due attention and 
that the History of Nepa Mills will not be repeated in their casc. Urgent 
attention must also be paid to the training and recruitment of technical 
~taft". (paragraph 107) 

Reply of GMernment 
Salai and Bamboo are the two main raw materials used. A committee 

was set up on 16-10-62 to examiDe the question of availability of raw material 
for the proposed expansion of the Ncpa Mills. This Committee report is 
pJac:ed below. It indicates that:-

(D) There would be no difficulty in obtaining adequate quantities of 
bamboo required for the expanded production. 

<,,> The salai wood available within M.P. and other adjacent areas in 
Maharashtra would be adequate to sustain the expanded produc-
tion for a period of about 22 years. With suitable steps taken in 
the meantime for plantation of suitable species of fast growing 
timbers such as E.caIyptus in ecologically favourable areas in the 
vicinity of the Mills to be sclected with the assistance of the Chief 
Conservator of Forests, Madhya Pradesh and the President, 
Forest Research Institute, Debradun, the mills should not 
experience any difficulty about raw materials. 

<c) In the extreme event of the plantations also not coming up dur:iq 
the am 20 to 22 years, the possibility of producing pulp on plan-
tation timbers ilt a different site could be also considered in due 
coune. 
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It may be added that originally, the scheme was sponsored by a private 
party ill 1947 when even the Ind. (D &; R) Act, 1951 was not in existence. 
The Central Government stepped in much later only to pull out the nuts 
from enYiable position in which it was being dragged. Had this not been 
done in time, even the present indigenous production of newsprint which 
comes to 25 % of the demand would not have been there. 

(MilWtry of Industry tl1tIl Supply (Deptt. of Industry), O. M. No. U(IIl)-
1& (118) /63 doted the 18th Sept. 1965]. 

Recomme .... tion (Serial No. 100) 
(i) In view of the proposed expansion of the capacity of Nepa MiUs~ 

tbeproblems of diminishing reserves of Salai wood assume added urgency. 
The" Committee suggest that it is necessary to assess how 10Dg the existing 
reserves would last and that the ways of increasing them and of growing 
ahernative woods should be systematically examined and pursued so that the 
afforestation programme of the State Govt. is kept abreast of the requirement 
of Nepa Mills. 

(li) The Committee were informed that suitable woods were available in 
Kashmir in the Himalayan slopes but the problem was of their transport 
and economics of pulp manufacture. They were also infollDed that the 
possibility of putting up a plant in Kashmir was being explored. Since it is 
in the long term interest of the newsprint industry in India to produce pulp 
of good quality indigenouslY rather than importing it, the Committee feel 
that it is high time that priority is given to this matter. (paragraph lOS) 

Reply of Go'fenunent 
(i) This is covered by reply to S. No. 99. 
(li) 1be survey for the assessment of raw materials in Punjab by Mis. 

Abitibi Power and Paper Co. Ltd., Toronto, Ontario is understood to have 
recently been completed and the report is being finalised by the Foreign 
export. Another team of foreign experts for wood extraction and 10gginS 
study in the hilly areas of Punjab and Himachal Pradesh has been approved. 
by Govt. The expert team from Canada is already on the job and the feasi-
bility study to be submitted by them is expected to be ready shortly. Priority 
is already being given to this matter. 

[Ministry of Industry and Supply (Deptt. of Industry), O. M. No. LI(I11). 
18 (118)/63 dated the 18th Sept. 1965]. 

Recommendation (Serial No. 181) 
The Committee note that the cost of production had been brought down 

from Rs. 869 a ton in 1961·62 to Rs. 830 in the current year. It is, however, 
significant to note that the cost of imported newsprint per ton is between 
Rs. 800 and Rs. 900. If due allowance is made for shipping charges, customs 
duties and the margin of profit it would be obvious that the cost of produc-
tion would be considerably less in the foreign countries. The Committee, 
therefore, hope that efforts will be continued to bring down the cost of 
production still further. (paragraph 109) 

Reply of Govel'Dlllellt 
" The prices of various Commodities and Chemicals used for the manu-

facture of newsprint are steadily rising. The impact of these rising prices on 
the mill estimates has worked out to Rs. 40/- per tonne only during the last 
year. The same is the case with wages. Naturally there is no chance of 
M7LSSj69-7 
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brin~8 doWJl"~ cost of production and the' best that is ~b~ is to keep' 
the. pncea ltabilised at where they are today.. . . ' 

The prices of impo~ted DCWsprint is lower than our selling price because 
of the. faa that In foreIgn countries the factories are operating on better ~w 
materials ~ under better conditions. Our raw materials is very poor and 
nat,!rally It Involves more of power and more of chemicals. Also our cost 
~s bi~ because rate of electricity in our country is teD times as much as 
In {orelp countries. Hence taking the view of the whole it would appear !hat thoup our price is bigber than the imported stuff yet it is not so high as 
It could have been under so many unfavourable conditions. . 

18( [Mlni.rtr' of Industry and Supply (Deplt. of Indultry) •. O. M. No. LI (IllY-
118)/63 dilttd the 18th Sept. 1965J. 

Recommeadatioa (Serial No. 102) 
The Committee feel that with the experiena: alrady piDed in the manu-

facture of newsprint without admixture of imported pulp with the indi-
paoualy manufactured pulp, it is desirable to fix some tentative standards 
for coasumption of raw materials as compared to the finished prodUct: 
Th_ could be revised in the light of further experience. (Paragraph 110) 

RepIJ of Goyeo.at 
Canada aDd ScandaDavian countries are the major producers of news-

I;)rint in the world. Normally. the newsprint manufactured in these coun-
triea contains not less than 70 % mechanical pulP. balance being chemical 
pulp. 

In recent ~, importance is no longer attached to the furnish composi-
tion of the newsprint. Emphasis is now laid on the production or a printing 
pap:r at a reasoDably low cost, with sufficient tensile strength, opacity and 
brtJIltness. suitable for running on high speed rotary newsprinting presses. 
Such a change in definition has been brought about on account of the need for 
usc of hardwoods and other unconventional cellulosic raw materials. 

The newsprint produced in Nepa mills, which is so far the only news-
print min in the country. at present consists of about 65 % mechanical pulp 
from 'Salai' wood and 35 % kraft pulp from bamboo. 'SaJai' is a very short 
fibre wood and is considered a very poor material, with the result that even 
though the Nepa mills are using entirely indigeoous pulp and have also 
reached their rated capacity. the quality of the DeWSprint produced in the 
mills has no comparison with the imported newsprint which is produced 
from conifers material par excellence for the production of newsprint. The 
Nepa Mills have therefore been still experimenting to improve their quality 
and DOW they are contemplating a change in the furnish composition. after 
expansion. whereby the newsprint produced in the min after 1969 win com-
pnlle of about 331 % each of mechanical J)UIp from 'Salai', soda scmi-chemical 
pulp from 'sab I' and kraft pulp from Bamboo. 

In view cf this, it has not been possible so far to standardise the raw 
material composition and it is desirable to wait at least for a year or two 
more until the process of manufacture is stabilised. 

-(Ministry of Industrial De_pme1fI tmd Company A.ffairs O. M. No. U 
(111)-J8(1I8)/63 dated lhe 18th Sept. 1965]. 

-At the tilDe 01 fac:tl:u \lCrificatioD, Cr. A A.G. of India have pointed outlflat 
;&his rePb' was not routed lbroUJh them. 
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llecommeaclatiOD (Serial No. 105) 
A sum of R.s. 0 ·93 lakhs was charged to the profit and loss account for the 

year 1961-62. This represented loss due to fire of bamboo worth about 
Rs.l·91 laths less an amount of Rs. 0·98 lakbs recovered from the Insu-
II'3Dce Company. The Committee were informed that cause of the fire was 
not knoWn. The entire stock was not covered by insurance. The Com-
mittee would like to know the reasont therefor. The Committee hope that 
necessary precautions are being taken to avoid such losses in future. 
(Paragraph 113) 

Reply of GovenuDeDt 
The cause of the fire is not known. The Nepa Mills had originally 

atimated a maximum stock of two thousand tons of bamboo only,at the 
Talru Railhead Depot and accordingly, insurance against fire was affected 

. for a lalch of Rupees on an estimated rate of Rs. SO/- per tonne of bamboo. 
The stock of Bamboo as at the end of March, 1961 was 2628 tonnes worth 
Rs. 1,43,962/- and subsequently due to non-availability of Railway Wagons, 
'the stock mounted upto 3800 tons (approximately) by 10th May, 1961. 
However, the Mills were in correspondence with the Railway a~thorities who 
:had intimated that more wagons would be made available regularly. But 
this did not materialise due to certain operational difficulties of the railways 
as advised by them subsequently. 

Had the Mills been informed in time by the Railways that the movement 
-of wagons would be difficult during the months, April, 1961 and March 
1961, they would have arranged to raise the insurance limit in proportion 
'to the stock accumulated. 

In view of the circumstances mentioned above, and as the Mills were 
always expecting to move the major quantity of the stock quickly the limit 
of insurance was not increased by them when the fire broke out. 

[Ministry of Industry and Supply (Deptt. of Industry) O. M. No. Ll 
(111)-18(118) dated 18-9-65]. 

RecommeacIatiOD (Serial No. 108) 

The Committee would like to be informed of the settlement reached in 
this case and the amount recovered from the firm. (paragraph 117) 

Reply of GovenuDeat 
A settlement has since been reached between Indian Rare Earths Limited. 

Bombay and Societe de Produits Chemique Des Terres Paris, France Details 
thereof are given in the attached note (Appendix ~ prepared 
by the Company. The settlement mentioned in para C (1) of the note has 
been approved by the Board of Directors of Indian Rare Earths Ltd. at its 
5Sth Meeting held on 5th June, 1964. 

[Deptt. of Atomic Energy Letter No. 43/28/62, Tech, I (M), dIlted the 21st 
May, 1965]. 

RecommeadatioD (Serial No. 112) 
The Committee are surprised that the Accounts of the Garden Reach 

Worksho~mmcrcial undertaking-should have been so badly maintained. 
They desire that vigorous effort should be made by the Workshops to bring 
their LAccounts to a satisfactory level. (Paraaraph 121) 
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Reply of c..allDlellt 
Diacrepancies between the cost figures, appearing in the Assets Schedul~ 

auacbed to the Balance Sheet and those appearing in the Assets Register, 
were in aisteDc:e ~r to the take over of the Company by the Govermneot 
and the total orismal cost of assets was being Carried forward from Balance 
Sheet to BaJance Sheet without effccting reconciliation with the Assets 
!leliatel'. These discrepancies originated as a result of the cost of the assets 
as on 31st March 1935 being adopted as the original cost of assets for BaIanco 
Sheet purposes. When the items were disposed of or written off, writing down 
of oriainal total cost was inadvertently carried out, in certain cases, on the 
basil of the initial cost, i.e., pre-31st March 1935 thus causing discrepancies 
between the assets Register and the BaJance Sheet. 

Out of the total cost of assets of RI. 1,2S,SO,088(including value of land as. 9,59,605) shown in the Schedule I to the Balance Sheet for the year 
1962-63. no discrepancies were noticed in resped of the value of land and the 
Dock and Jetties. Discrepancy to the extent of- . 

(I) lls. 2,00,784 was noticed in the case of the cost of buildings as a 
deduction of Rs. 3,52,399 (the original cost of the building in 
1924) was deducted for the sale of the buildings on 11th March 
1957 instead of Rs. 1,51,615 which in fact was the value on 31st 
March 1935. 

(II) Rs. 9037/- was noticed in the case of Launches and Barges, on 
account of the original cost of items sold during 1962-63 and less 
deduction of Rs. ]80/- for items written off during the half 
year ending 30th September 1938 and half year ending 31st March 
1944. 

(iU) Rs. 252/- on motor-cars due to less deduction on account of ori-
sinal cost of items sold during the half year ending 31st March 
1939. 

(iv) Rs. 539/- in the case of motor lorries and trailors due to excess 
deduction on account of original cost in respect of items sold 
during the years 1943-44, 1951-52 and 1953-54: 

The reconciliation in respect of the remaining items i.e., furniture and 
fixture and plant and machinery were completed on 31st March 1965 and 
the matter is presently under discussion with the Company's auditors with 
a view to amending the existing books and preparing future accounts. 

The Director of Commercial Audit has seen. 

[Ministry of Defence O. M. No. 11(8)/62/D Budget dtltetl28/29thSep. 
timber, 1965]. ~ 

Recommeadatioa (Serial No. 114) 
The Committee desire that disposal of the stores should be expedited. 

They further desire that the leeway in the introduction of a scientific system 
of procurement and inventory control in the workshops should be made up 
at early date. (Paragraph 123) 

Reply of GoYemmeat 
A new procedure for purchase of stores was framed under ManAging 

Directors Order No. 13/64 dated 6th March 1964, with a view to-etFedins 
some measure Of control on procurement and inventory. . •. 
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As regard disposal of slow-moving and non-moving stores, periodical 
1"eviews are being made to spot such stores and action taken for issuing 
them and/or their disposal As a result of this review, out of such stores 
worth Rs. 76,307 lying on 30-9-63, only stores worth Rs. 13,000 were lying 
on 30-6-1964. 

The Director of Commercial Audit has seen. 

[Ministry of Defence o. M. No. ll(8)/62/D (Budget) dated 28th/29th 
September, 1965). 

Recommendation (Serial No. 115) 

The Committee regret the losses suffered by the Mazagon Dock in the 
production and sale of the Engine in question. They note that the Company 
are already seized of the question of discontinuance of the production of 
the Engine. They would like to be informed of the final decision taken in 
matter. Before the Com~y finally decided to discontinue the production 
()f the Engine, the Committee would like them to examine critically once 
again whether it would not be possible to eliminate the marginal loss, by im-
proving the technique of production and/or by a slight increase in the selling 
price. (Paragraph 124) 

Reply of Govermnent 

The technical collaboration entered into with the Campbell Oil 
Engine Co., which ended on 10-6-1963, has not been further extended and 
as such no royalty is payable on the manufacture/sale of these engines. 
1be name of these engines has been changed to MAZDOCK engine. 

There are approximately 200 Diesel Engine manufacturers in the country. 
The larger manufacturers, engaged in the production of similar engines, have 
inStalled modern methods of production thus reducing their production 
cost. Other manufacturers are either cooperative societies or owner manu-
facturers whose overheads are small and are situated in smaller towns where 
labour rates are substantially lower than in Bombay. Consequently their 
production costs are low. 

The average number of engines manufactured during the last two years 
is about 40 or so per month. Since the Company is not in a position to 
manufacture all components required for these engines, a number of com-
ponents are obtained from sub-contractors by calling for competitive tenders. 
The Company has reduced the stock of the engine components from about 
Rs. 17lakhs worth in 1960-61 to about Rs. 71akhs worth in January 1964. 
The value of the MOE components as on 31st August 1964 is Rs. 5 ·S2Iakhs. 
The items manufactured in Mazagon Dock Ltd. are produced as economi-
<:ally as possible. There is, therefore, Jittle scope of reduction in the cost 
of production of these engines. 

In view of the prevailing competition, if the sale of the engine is to be 
improved, reduction in prices is called for rather than their increase. 

It has accordingly been decided to discontinue the production of MAZ-
DOCK OIL ENGINE in stages and necessary instructions issued to the 
Company, so that they could concentrate on ship-repairing and ship cons-
truction which is their main activity. 
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The Director of Commercial Audit has seen. 

(Mlniltry of Defence O. M. No. 11(8)/62/D (Butlget) dated the 28tfT 
September, 1965J. 

JIecoauDencIati (Serial No. 116) 

The Committee view with concern the phenomenal increase in the debts 
outstanding to the Company (from Ra. 20 ·63 lakhs as on 31st March 1959 
to RI. 99 'S8lakhs as on 31st March 1963). The Committee desire that special 
efrorts should be made by the Company for the expeditious realisation of 
these duos. In cases where the outstanding could not be realised d;ue to 
difl'erences regarding the rates charged, the matter may be settled with the 
customers at a higher level in a spirit of conciliation. 

In order that such heavy dues do not accumulate in future, the COm-
mittee would like the company to examine the feasibility of implementing ~C' 
Comptroller and Auditor General's suggestion (referred to in an earlier 
para) that 90 per cent of the value of the goods sold may be charged before: 
despatch and 10 per cent thereafter. (paragraph 125) 

Reply of GoverDlDent 
Out of the total amount of Rs. 99'58 Jakhsoutstanding at the end of" 

1962-63, about Rs. 71 lakhs have been collected. The total amount of 
sundry debtors outstanding at the end of the year 1963-64 is Rs. 1481akhs 
out of which about Rs. 9S lakhs have been collected up to the end of August 
1964. The following amounts arc due:-

CDA( NVAY) 
BPI' 
Pay & Accounts Officer, Calcutta. 

33 lakhs 
3 lakhs 
6 takh and other small"" 

items. 

Regarding the C&AG's suggestion, the amounts outstanding with the 
commercial customers arc normally paid within a reasonable time. Delay, 
however, occurs owing to procedural reasons e.g. execution of the contract, 
inability of the Government Departments to pay the amounts in ab&:~nce' 
of valid agreement, auditing of bills, disallowance by the inspecting officer 
etc. With the finalisation of the various standard contracts it is expected that 
outstandings would be substantially reduced. 

The Director of Commercial Audit has seen. 

[Ministry of Defence O. M. No. 11(8)/621 D (Budget) doted 28thl 
Stpttmber, 1965]. 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

Recommendation (Serial No.3) 
r The Committee feel concerned about the huge amount of Rs. 7 -86 crores 

outstanding on account of passage, freight etc. as on 31-3-1963, out of which 
the dues outstanding for more than 3 years amounted to Rs. 2,89,000. Out 
of this amount. a balance of Rs. 1,60,000 remained still outstanding on 
1-12-1963. The Committee are of the view that the Corporation should 
take special measures to ensure that the outstanding dues are collected within 
a maximum period of six months. (Paragraph 9) 

Reply of Government 
The observations of the PAC have been noted. However it may be 

explained that in a business where almost over 85 % of the gross turnover 
is Oil a credit basis for competitive reasons, recoveries from numerous 
parties spread all over the worfd poses a very big problem. Every conceiv~ 
able effort is made to effect recoveries as promptly as possible. Written 
reminders are followed up by personal visits by Sales and Accounts staff, 
despite which if the amount remains unrealised, then legal notices are issued. 
In many cases, it has to be followed up by legal action. 

At the same time, it has to be noted that legal action cannot be instituted 
against outstandings due from foreign Govt. Embassies both in India and 
abroad. On the other hand, to refuse to give credit, when every other major 
airline gives credit, would result in substantial loss of business. A certain 
degree of calculated business risk has to be taken in international air lrans-
port. Wherever the amounts appear to be doubtful of recovery, adequate 
provisions in accordance with Commercial Principles are made in the Ac-
counts as Reserve for Doubtful Debts, the proportion of which as compared 
to the volume of business has been so far fortunately very negligible. In 
view of these circumstances, it may be difficult to ensure that recoveries are 
made within a maximum period of six months in all cases. 

Two statements showing the present position (as on 31-12-1964) of out-
standings which were three years old as on 31-3-1963 and present po~ition 
(as on 31-12-64) of outstandings up to 31-3-1963 are enclosed (Appendix-
XXXVlI·and XXXVIII). 

[Ministry of Civil Aviation O. M. No. 4-CA(7)/64, dated the 9th August, 
1965J 

Comments of the Committee 
The Government, in their reply, have intimated that it may be difficult' 

to ensure that recoveries are made within a maximum period of six months 
because (i) legal action cannot be instituted against outstandings due from 
foreign Government Embassies both in India and abroad and (ii) to refuse 
to give credit, when every other major Airline gives credit would result in 
substantial loss of business. These are not convincing reasons for permitting 
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arrears to mount up. The Committee, therefore, reiterate their recommen-
dation. If DO legal action can be taken against the defaulters to recQver the 
outstanding dues, the Corporation should devise other effective ways and 
means to recover the past outstandings. 

Recommeadation (Serial No. 11) 

In view of the fact that the Corporation had actually incurred a loss in 
the year 1960-61 the Committee would like the Government to re-examine 
whether the loss suffered by the Corporation on this route (Delhi-Gwalior-
Bhopal-Indore-Bombay) which was being operated in accordance with the 
directive issued by the Government of India is reimbursable under Section 
34(2) of the Air Corporations Act, in the present case. (Paragraph 18) 

Reply of GoYemment 

The accounts for the year 1960-61 have already been dosed. The same 
has also been laid on the tables of both the Houses of Parliament under 
Section 15(4) of the Air Corporations Act. It does not appear feasible at 
this stage to reconstruct the accounts for the year 1960-61. 

[Ministry 0/ Transport and Aviation (Deptt. of Aviation) O.M. No. 4-CA 
(22)/64, .ted lilt 26th April J966] 

CommeDts or the Committee 
Reply of the Government is not satisfactory because it does not answer 

the point raised by the Committee, viz. whether or not the loss incurred on the 
route in question is re-imbursable or not. The Committee had raised a 
vital issue. The Committee therefore, reiterate that if the Corporation 
suffers a loss on account of operations undertaken under a Government 
directive, the latter should re-imburse the loss. 

Recommendation (Serial No. 38) 

It was a revelation to the Committee that the terms of the contract with 
the contractors were so wide that Hindustan Steel Ltd. were concerned merely 
with the paying of the amounts claimed on the basis of certificates given 
by consultants, and that there was no check, inspection or examination of the 
work done or of the rates fixed. This unfortunate situation has led to the 
alleged over-payment to the extent of Rs. 100 takhs (of which about Rs. 62 
lakhs have not been considered to be over-payment by the Hindustan Steel 
Ud. authorities) to the Consultants who are supposed to be looking after 
the interest of the Hindustan Steel Ltd. The Committee feel that the terms of 
the agreement which were stated to be so extra-ordinary need to be re-
examined and suitably revised if possible at this stage. Another aspect that 
disturbs the Committee is tbat such beavy payments were made witbout any 
officer of the Company caring to check up the correct position, as a result of 
which at least an amount of Rs. 38 takhs (even if the conservative estimate 
of the Director is to be accepted in all probability over paid to the contractors 
is under in~tigation (out of which Rs. 131akhs have already been recovered). 
What is mor.~ distressing to the Committee is the fact that tbese matters would 
not have come to notice in the normal course had there been no complaint 
and investiption. 
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The Committee consider it rather strange that against the estimate of 
-oYer-payment to the extent of about Rs. 100 lakhs made by an Engineer with 
technical knowledge the value of items which were not considered worth 
further examination by the Director amounted to Rs. 62 lakhs. They feel 
that full facts of the case have not come to light. The Committee, therefore, 
recommend that Government should appoint a high level Inquiry Committee 
10 investigate the cases of alleged over-payments reported by the Civil 
Engineering Officer. The Committee would also like to know the final 
~utcome. (paragraph 47) 

Reply of Government 
According to the contract executed with the Indian Steel Works Construc-

tion Company for erection of steelworks the contractor was entitled to 
receive advances from Hindustan Steel Ltd. to meet expenditure to be 
incurred for Civil Engineering Works. The Government of India did not 
have any organisation to approve the design and supervise the construction. 
A separate agreement was therefore executed with International Construc-
tion Company under which they were to act as 'Engineer' of Hindustan Steel 
Ltd. and approve the designs, supervise the manufacture of the plant and 
equipment, supervise the construction and erection work at site, issue neces-
sary certificates of the comrletion of the works etc. and act as consultants. 
These consultants had to check the extent of work executed by ISCON. 
verify the claims made by them for advance payments for Civil Engineering 
Works and issue interim certificates. Payments to ISCON were made only 
.after obtaining the certificates of the 'Engineer'. This contract was entered 
into for the specific purpose of providing the necessary safe-guards before 
payments were made to the contractor. Messrs International Construction 
Company are a firm of Consulting Engineers of international repute. Having 
employed them for this purpose and having provided them with necessary 
Indian engineers also in terms of the Agreement with them, to arrange for 
separate countercheck by Hindustan Steel Ltd. would have been unneces-
sary duplication. The appointment of International Construction Com-
pany was an act of faith and ifit is felt in certain quarters that the results have 
not been as satisfactory as anticipated, there is hardly anything that can be 
done at this stage. The work relating to the contract is complete and even 
the few outstanding claims and counter claims by Hindustan Steel Ltd. 
and ISCON have since been discussed by a Committee of Directors on either 
side and a final settlement has been arrived at. It is not therefore feasible 
nor worthwhile at this stage to re-examine the terms of the agreement and to 
revise them suitably. 

The Report of the Special Officer was scrutinised by a Director of Hindu-
stan Steel Ltd. with very wide experience in Civil Engg. Work. He was 
of the view that rates pending finalisation should be reviewed carefully and 
the rates attached to Special Officer's report should be re-scrutinised to 
ensure that those were derived from:correct analogous rates and fresh rates 
to be settled were proper and reasonable. He was, however, of the view 
that the report contained many points which were not strictly objective or 
suatainable technically and that the general charge of over-designing in the 
instances cited in the report did not take into account an factors of designing 
and did not bear close scrutiny. There could be more than one method of 
design yielding marginal economy. 

The observations of this Director were further examined by the Finance 
Director and the Chairman, HSL. HSL are fully satisfied that there were no 
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over-paymems in respect of the items covered by the sum of R&. 62 Iakhs •. 
With reprel to the items of the value of RI. 37 -64 Iakhs, HindustaD Steel;' 
Ltd. have been able to adjust claims for RI. 16·40 lakhs. It is CODIidered 
that there WII no point in pursuing claims worth RI. 17 Iakbs. For tbe . 
ba1anc:e Rs. 4 '24Iakhs, they had lodged claims which were taken up by the·· 
Neaotiatins Committee. The claims and counter claims against ISCON 
have since been settled by negotiation. There had been also over-lapping 
of certain items mentioned in the report. 

In veiw of these facts, Government feel that at this stage it Will not serve 
any purpose to appoint a high level enquiry Committee to in\leSligate the cases 
of alleged over-payments. 

Incidentally, it may be mentioned that even as early as July, 1959, the 
increase in the Civil Engineering Estimates was noticed by Hindustan Steel 
Ltd., and there had been a series of discussions with ISCON during their . 
quarterly visits. As the estimates kept on increasing the Special Officer was 
asked to investigate the matter. Thus it does not appear unlikely that the 
matter would have come to the notice in the normal course had there beeR. 
no complaint and investigation. 

[Ministry of Steel, Mines and Metals (Deptt. of Iron and Steel) D.O •.. 
Letto No. Dur. 18(2)/64, dated the 28th September, 1968] 

Further Informadon CaW for by the CODUDittee 

Th~ reasons du~ to which H. S. L. considered that there was no point 
in pl!.l"SU ing claim~ worth Rs. 17 lakhs may plclse hi! intimated. 

(loS.S.O M N0. 20-Pu/6S, dated the 17th January, 1969) 

Further Reply of Go'ferument 
The Officer on Special Duty appointed by H.S.L. to investigate the ques-

tion of alleged over-payments in respect of Civil Engineering Works at Dorp--
pur Steel Plant had worked out a saving of Rs. 17 lakhs in respect of stone 
used by Contractors for Railway ballast. The basis of his calculation was 
that the cost of 'Pakur Stone' at 1956 base price was Rs. 64/- per 100 eft as 
given in the 5th Schedule to the Contract with ISCON but the stone actually 
used by the Contractors appeared to be of local quarries instead of 'Pakur 
stone' and the cost of that stone was Rs. 20 per 100 eft. less than that of· 
Pakur stone. In view of this, the O.S.D. was of the view that there was a 
case for fi~ng a new rate altogether for tbe stone actually used by the Con-
tractors. 

The points raised by the O.S.D. were considered by Hindustan Steel-
Limited who came to the conclusion that there was no necessity of revising 
the rates as it was found that the cost of Pakur stone was not more than the 
rate of the stone used by the contrdctors. Further, the 'Engineers' of HSL-
Mis. International Construction Company Ltd., advised that the stone ballast 
actually used was of the same quality and value as 'Pakur stone' and it has· 
ulso come from districts around Pakur. It was, therefore, considered that 
there was no point in revising the rates and in pursuing the claim worth RI. 
17 lakhs calculated by the Officer-on-Special Duty. 

[Ministry of Steel and Heavy Engineering O. M. No. PARL (10-10/64),.. 
dated the 7tll March, 1969] 
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Comments of the Committee 
Please see para 3 in Chapter I of the Report. 

Recommendation (Serial No. 46) 
In January 1958 Bhilai Steel Project entered into a contract with a firm-

for the supply of moulds and hot tops even though other firms who had 
tendered in that connection had offered to supply hot tops at very much lower-
rates, mainly on the consideration that this particular firm was the only 
firm which had tendered both for moulds and hot tops. (184 moulds of 
7 ·45 tons @Rs. 15,482 each, 100 moulds of 6·2 tons @14,138 each and 100-
tops @ Rs. 888/- each). Prior to placing this order a team of experts froRl 
the Project had visited the contractor's workshop and had confirmed that 
the firm would be able to supply the entire quantity by the due dates. As 
the firm had supplied only a negligible portion of the number of moulds -
ordered at the end of the scheduled delivery period, a second team of experts 
visited the workshop (in December, 1958) and reported that (1) the contract 
price of Rs. 15,482/- per mould was abnormally high; the fair price being 
about Rs. 3,000/- each; (2) the contract price of hot tops at Rs. 888/- was-
also very high, the quotation originally received from another tenderer 
being Rs. 440/- each; and (3) the firm would not be able to keep to the sche--
dule. 

Six months later, the Project authorities cancelled 100 moulds (6·2 tons) -
and 50 hot tops from the contract with this firm. The chemical test (sugges-
ted by the second expert team in January 1959 and actually carried out in 
July 1959) revealed that the moulds were brittle and could not withstand 
even the first pcuring of molten metal. The Project therefore cancelled the 
remaining order on the firm (August 1959). By then 95 moulds (7 ·45 tons) 
valuing Rs. 14 ·71lakhs and 50 hot tops valuing Rs. 44,440/- had been received.-

The project authorities on 21-8-1962 filed a suit against the firm and their 
bankers for a refund of Rs. 12 ·23 lakbs inclusive of liquidated damages. 

Additional information wanted by the P.A.C. :-
(a) Whether Messrs. Bhandari & Co. who were awarded a contract for 

the supply of moulds and hot tops, were awarded any other contract in the 
past also, and if so, how many (showing the amounts of each contract) and 
what was their performance in these contracts? 

(b) whether they were given any other contract also after their perfor-
mance in regard to the contract for the supply of moulds and hot top was -
known? 

Reply of Government 
(a) Messrs. Bhandari & Co. were awarded 14· contracts for castings 

excluding the contract for the supply of moulds and hot tops which has been 
commented upon in the Audit Report. A list of contracts awarded is 
attached herewith. (Appendix-XXXIX) Except for the contract for the 
supply of moulds and hot tops, there has been no complaint from the in--
denting officers regarding the performance of the other contracts. 

(b) No contracts were awarded to this firm after their bad performance-
was known. 

[Ministry of Iron and Steel, o. M. No. PARL 10(10)/f.4, dated the 15th 
December, 1966J. 
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c--. •• of tile Committee 
Please see para 19 in Chapter I of the Report. 

ReeoDIIIIeIIdatlon (Serial No. 41) 
(I) The CoDlDlittee are not satisfied with the explanation advanced by the 

representative of the Hindustan Steel Ltd., for placing the order (Rs. 42lakbs) 
for the purchase of ingot moulds and tops at a very high price on a parti-
c:uJar firm when other firms had quoted lower rates. It is unfortunate 
that no serious efforts were made to ascertain the normal price of moulds 
sad tops before placing the order. The Committee regret to note that the 
order was placed on the firm for the supply of moulds and tops even though 
the firm did not have at that time full technical facility for the manu-
fadure of ingot moulds. The supply depended entirely on the future pro-
8l'amme of reconstruction of the works of the firm. 

(i/) The disclosures made by the second team of experts who visited the 
workshop of the firm about the abnormally high prices contracted for and 
the fact that the moulds supplied by the firm were brittle and could not with-
stand the first pouring of the molten metal point to the need for an investi-
gation for fixing responsibility for the irregularities which have involved the 
project authorities into difficulties and a suit in the Court of Law. The 
Committee would like the entire deal to be investigated and be informed of 
the final outcome. 

Reply of Gol'emmeat 
As desired -by the Public Acx:ounts Committee a Committee has already 

been appointed by the General Manager, Bhilai Steel Plant to investigate 
the entire case and findings of the Committee will be intimated in due course. 

[Ministry of Steel and Mines (Deptt. of Iron and Steel) O.M. No. PARL 
(lOHO/64, doted the 12th November, 1964J. 

Further Information Called for by the Committee 
A dctaikd Note giving full facts oft his case, indicating, inter-alia, 

what action was taken by Government on the Report of the Enquiry 
Committee and the names and designation!> of the officers who were 
responsible for that judgement !Day please be furnished. It may also be 
indicated in that Note wheth~r those officers are still in the employ of 
H. S. L. or any other public undertaking and the position held by th·}m. 
(L.S.S. 0 M No. 20-Pu/65, dated the 17th Jan. 69). 

F..aher reply of Govemmeat 
.Facts of the case 

1'1 Open tenders were invited in March, 1957, for supply of 400, 
7 ·45 tonnes ingot moulds and 400 corresponding hot tops and 
208, 6-ton ingot moulds and corresponding 208, hot tops. 

1·2 19 offers were received but only Mfs. Bhandari Iron & Steel Com-
pany, Indore had quoted both for ingot moulds and hot tops. 
The tender of Mis. Bhandari Iron & Steel Co., was accepted both 
for ingot moulds and hot tops, because orders for these could not 
be placed separately as moulds and hot tops were to fit each other. 

1·3 In January, 1958 formal orders for the supply of 284 ingot moulds 
and 100 hot tops for a total value of Rs. 43'5 lakhs were placed 



103 

after obtaining the approval of the Board of Dimrtors and the-
Government sanction. 

1,4 Before the orders were placed. the Soviet Expert (Mr. Kushsch) 
and the equipment Planning Engineer incharge (Shri V. K. Raja-
gopalan) visited the Bhandari Iron " Steel Works in August, 
1957 and reported that "though they do not possess at the moment 
full technical facilities for the manufacture of ingot moulds, we 
are of opinion that they will be able to manufacture these from 
January, 1958 onwards they will be able to supply a minimum 
of 30 moulds per month and thus would be able to complete our 
requirements by the end of October, 1958 which is agreeable to 
us". 

1·5 The Financial Adviser of Bhilai Steel Plant had given the advice 
that payments for moulds and hot tops should be on standard' 
conditions. namely, 90% on inspection certificate and 10% on' 
despatch receipt and on final test, stressing that strict inspection" 
would be necessary. 

1·6 . In February. 1958, the firm. asked for financial aid amounting of' 
Rs. 7 lakhs stating that the State Government had been approach-
ed by them for a loan of Rs. 7 lakhs under the State Aid to Indus-
tries Act and that they were prepared to give a bank guarantee 
for this loan. They indicated that this money was required by 
them to enable them to lift the imported pig iron which the Iron 
and Steel Controller had allotted to them. The Director of 
Industries, M.P., had also stated in a letter to the firm. that 
the State Aid to Industries Board had recommt:uded a loan of 
Rs. 5 lakhs, of which orders have been passed to pay an amount 
of Rs. 2 lakhs by the end of February 1958. The remaining 
amount was under the consideration of the State Government. 
The Financial Adviser of Bhilai Steel Plant pointed out that in 
the event of a change being made in the contract and financial 
assistance being given to the firm, a proportionate change in the 
rates would be necessary. The proposal was ultimately recom-
mended to the Board of Directors who agreed to supply raw 
materials (Pig iron) to MIs. Bhandari Iron and Steel Co., of the 
value not exceeding Rs. 4 lakhs against the bank guarantee, re-
coveries being made within a period of 6 months together with 
interest @ 6 % on outstanding balance. It was also agreed that 
Its. 2 lakbs which the firm was to reteive from the Madhya Pra-
desh Government should be adjusted immediately on the grant of 
loan and the balance should be recovered from· the bills of the 
firm. 

1·7 By the end of December, 1958 by which time the entire supplies 
were supposed to be completed, the firm had supplied only 8 
ingot moulds out of the total order and 20 more castings were 
reported to be in stock. In vifw of this unsatisfactory delivery 
and the technical di'1liculties faced by the firm, a second team 
consisting ofSuperintfDdent Sted Melting Shop (Mr. S. N. Ghosh) 
and a Soviet expert on Steel Melting (Mr. M. E. Savoshkin) visited 
the firm's pf(mises by the end of December. 1958. This team 
was of the view that the firm~s technical personnel and methods of 
manufacture were not upto the marJe. and thfY would not be able to 
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keep to the schedule of the delivery. They were also of the 
opinion that the contract price of R~. 15,480 per mOllld was 
abnorma))y high, and accoJ ding to thLm t.he cost Pl ice should have 
been no more than Rs. 2500.' Similarly the cost price of one hot 
top should have been about Rs. 260 as against the agreed priee 
of Rs. 880. 

1·8 On the basis of the above report, the orders of the value of Rs. 
14·581akhs on Mis. Bhandari tron & Sted Co., for 100,6.2 ton 
ingot moulds and SO hot tops were cancell~d. 

'J'9 2 ingot moulds, as recommended by the above team supplied by 
the firm were sent to nseo for selvice tests, as it was necessary 
to be sure that the moulds would stand the temperature cf molten 
steel and not crack. Both the ingot moulds failed in the first test 
itself-I broke into pieces completely and the other fully cracked. 
Similar tests carried out at Bhilai Steel Works also revealed 
the same results. 

')')0 At that time, the total amount adjusted and pai<! to the party was 
Rs. 4 ·63 lakhs. 

1 '11 On the basis of the above test results, the order with Mis., Bhandari 
was cancelled. 

1·12 In August, 1962, a suit for a claim of Rs. 12·23 lakhs was filed 
against Mis. Bhandari Iron & Steel Cc. and against the State Bank 
of Indore (for not honouring the guarantee for Rs. 5 lakhs). This 
claim includes liquidated damages amounting to Rs. 5 ·98 lakhs. 

EindJnga of the Enquiry Committee 
1·1 On the recommendation of the Public Accounts Committee, an 

enquiry committee consisting of Sarvashri S. C. Guha Maulik, 
Chief Superintendent iron and steel, A. Y. Mehta, Deputy General 
Manag~r and R. S. Bery, Deputy Financial Adviser was appointed 
,by the General Manager, Bhilai Steel Plant to enquire into this 
.case. The findings of the Committee were that allaets done in 
connection with the purchase of ingot moulds from Mis. Bhandari 
Iron &. Steel were covered by proper sanction of thetBoard and 
Government, wherever necessary. 

2·2 The Committee however, felt that the judgement ex~rcifed in 
placing the order by th~ et\~t1eering department, purchase derart. 
ment and the finance department was not sound. 

2·3 The Committee was not however, able to apportion blame or fix 
responsibility on any individual officer. 

2·4 The Committee also mentioned in their report that the technical 
officers who indented for these items and advised about placement 
of orders erred in their judgement in regard to the capacity of the 
finn to produce big castings of this. nature. 

2· 5 At the time of entering into the above deal, the BhilaiiSteel Plant 
was not equipped with experienced technical personnel specia-
lised in the field anel the team that was actually deputed s~ems to 

II See root DOta- at .. ae 3. 
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have accepted the assurance given by the firm either without 
piOpcr investigation or in ignorance or perhaps the inadfquacy 
of the investigation was due to comparative ignorance of 
the process and the prcblems involved. 

ActioD takeD OD the· Report of the Inquiry Committee 
J'I As would be seen from the above, the technical officers who in-

dented fer the ingot moulds ::nd hot tops and advised in regal d 
to the placement of the oldels en Mjs Bhandari and Co .• cm.d ill 
their judgement in regard to the capacity of this firm to produce 
big castings of this nature. Apparently the intricacies of pj'o-
ducing such heavy castings werc net known to them, and they 
accepted in good faith the assurances given by the firm. 

3·2 Further the Inquiry Committee h~s also not been able to appor-
tion blame or fix responsibility on any individual officers. 

3'3 In view of the above, no action against any officer has been 
initiated. 

(MinistryofSteelandHeavy Engineering D. O. Leiter No. PARL (to)-
18/64, doted the 12th March, 1969]. 

Comments of the Committee 
Please see para 19 in Chapter I of the Report 

Rec:oauaeadatioa (Serial No. 48) 
The Committee desire that the physical verification of stocks which had 

'beeR taken up may be completed early and the result communicated to them. 

Reply of Gol'ernmeat 
The verification of Metal group and Refractories had been completed 

.OD 13-8-1963 and 4-1-1964 respectively. 
The Metal group verification revealed an excess of 7657 tonnes (value 

RI. 53·60 lakhs approximately). The stock verification of Refractories 
; revea1ed the follOWIng : 

lDclian Bricks 82,788 Bricks excess 
Value 

2,717,605 tonnesexcess Rs. 6·161akhs 
[Ministry of Iron and Steel O.M. No. PARL (10)-10/64, dated the 20th 

· July. 19661. 
CollUllellts 01 the Committee 

The Government have, in their reply, intimated that the verification of 
Metal Group and Refractories had been completed on 13-8-1963 and 4-1-64 

; rapectively. While verification of stock in the Metal Group had revealed 
· an excess of 7657 tannes (Value Rs. S3·60 lakhs), verification in refractories 
bad revealed an excess of 82,788 Indian Bricks and 2,717,605 USSR Bricks 

• (total value Rs. 6 ·16 lakhs). 'Ibis indicates that the stock accounts are 
DOt being maintaiDed properly. The Committee therefore, recommend 

,;tbat reJ1llar stock verifications should be made to avoid such discrepaDcies. 



CIIAPTEIl V 

RECOMMENDATIONS IN RESPECI' OF WlDCH 
RBPLII!S OF GOVERNMENT AItE snLL AWAITED 

ReeoauaeaIIatioll (Serial No. 55) 

The Committee view with concern that there had been diversion of Go-
vemment funds amounting to Rs. 136'77 lalths and no check was exercised 
by the H.M.T. to see that money was utilised for the particular purpose for 
which it had been Jiven. It is all the more regretu.ble that the diversion or funds was resorted to without the knowledge and approval of the Ministry 
coaccrned. 

The Committee were assured duriog evidence that in future fiscal dis-
cipline in utilisation of Government funds would be observed. They trust 
that such cases will not occur in future. They WOUld. however. like the 
Manistry of Finance to issuc strict instructions on the subject. 

The Committee also note that a large sum of Rs. l7S lakhs had been. 
disbursed to the Company by Government far in advance of actual require-
ments. This in the opinion of the Committee is wrong in principle. They 
would like the Ministry or Finance to look into this aspect and Jay down 
principles to be followed at the time of disbursing funds for specific purposes. 
(Para,raph 64) 

NIW DIII..Ju; 
April 26. 1969 
ValJakha 6. 1891 (Wa) 

O. S. DHJU.ON. I 

~ 

Commitlft 011 PubIlc U"."."", 
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APPENDIX I 
(Vide reply to Reconune"ndation at Sl. No.5, pag., 6) 

-COpy OF LETTER No. CM/12-2(14)/1479, DATED THB 5TH/6TH JUNE, 1964, 
FROM: THB ASST. GENERAL MANAGER, AIR-INDIA, BoMBAY, ADDRESSBD 

TO ALL HEADS OF DEPARTMENTS. 

Subject : Loss arising from declaring items unserviceable. 

Some time back, the Corporation had to write off an amount of about 
'Rs. 93,000 being the value of an item originally intended for use on 1049 
Aircraft as it was considered unsuitable for use on the Boeings. The deci-
sion regarding its unsuitability for use on the Boeings was not taken with 
the concurrence of the General Manager and sufficient attention had not 
been paid to all the aspects of the problems at the highest level in the Depart-
ment concerned. 

2. In such cases iD\'olving heavy amounts, a decision as to the suitability 
"or otherwise of an item has to be taken at a high level. Even when where 
there is sufficient justification to discontinue the use of the item, the adverse 
commercial effect, if any, on its continued use will have to be weighted against 
the financial loss arising out of its discontinuance. In any case, the deci-
sion to discontinue the use of any such item in favour of better or modified 
"one will have to be taken personally by the Head of the Department and 
wherever necessary with the concurrence of the General Manager. 

3. Necessary instructions may please be issued to all concerned to ensure 
that all such cases are referred to the Departmental Heads before any final 
.decision is taken. 
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APPENDIX D 

(Yide reply to Recommendation at 81. No. 10, page 8) 

Statement showing the expenditure incurred by lA.C. on grounded! 
Herons during the yeat 1962-63 :. 

1. Airframe Owrhaul 
2. Power Plant .OvcrhauJ • 
3. MaiDt~ • 
4. HaDpr~t 

TorAL 

• 
• 

Rs. 
4S,24S·00· 
42,762'00 
10.464,00 
3O.soo·00 

1,28,971'()()' 

Notl : The above expenditure does Dot include the ow:rhead charges amounhq to-
Rs. 3',610. 

Sd/-. 
G.". Audit Officer, 

Resithnt Audit Pll1'ly, 
Indiall Airlines Corporation. 
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Chief Audit Officer, 

Indkm Airlines Corporation... 
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Section 15 

APPENDIX m 
(Vide reply to Recommendation at SI. No. 13, pase 8) 

INDIAN AIRLINES CORPORATION 

Re:IematioDs aacI TicketiDg MaaI 

Original page one 
Observance of lATA rules 

Observance of lATA regulations which are mandatory and which are 
introduced on lAC services is very essential. 

2. No deviation from. these regulations is permissible and in case of any 
dOllbts. reference must be made to the Headquarters. All important sta-
tions are supplied with the Manual of lATA Traffic Conference Resolu-
tions, the Air Travel Tariff and Air India Manuals and other lATA publica-
tions which are to be consulted from time to time. 

Copy of Office Memorandum No. CCM/IATA-I dilled 15-4-1966 
from Chief Commercial Ma1lQger, lAC Hr,., New Delhi to 

Commercial Manager, Bombay/Calcutta/Delhi, 
Commercial Manager, Madras 

SUB. : Interpretation of lATA Regulationas. 

As advised to you in the past in case of any doubts in regard to lATA 
or lAC's rules and regulations, queries must be sent to CCM for clarification. 
In the past also we have pointed out to this aspect so that all areas conform 
to the rules and regulations, in which these are to be implemented. This is 
also incorporated in the tariff Maul. 
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APPENDIX IV 

(Vide reply to Recommendation at SL No. 18 Page 9) 

INDIAN AIRLINES CORPOllATION 

SIXTYSEYENTH MEETING 

17-12-1965 

MEMORANDUM 
(Item No. 12) 

Physical verification and reconciliation:of assets of the Corporation 
The last report on the above subject was submiUed to the Board at the 

40th Meeting held on 23-2-1961 (Item No. 16). This report conveyed the 
unsatisfactory position in the maintenance of records in different Areas and 
the vuious d.ifIicultiel that were faced in determining tile correct position. 
After peraiatent efforts the Areas have prepared propel' Assets Registers 
and also given identification numbers to different categories of assets and their 
location and periodical inventories were taken to reconcile with the mastec 
registers. A procedure lias been laid down whereby at regular intervals c0-
ordination is maintained between financial books and the assets registers 
by the Stores Department. The importance of regular reconciliation of 
inventories taken at intervals with assets registers is being impressed on the 
Areas. 

2. It may. however. be reported that the position has considerably 
improved. Master registers are now maintained by Stores Department 
with appropriate indication of the location where each item. is situated and 
also assets movement from time to time are duly recorded. Each Depart-
ment is asked to make out inventories or give certificates of holding of the 
al8lt8 by each Department/Section and due control bas been introduced in 
order to minimise, if not to completely eliminate the possibility of loss, theft 
of pilferase. . 

3. The recent verification and reconciliation in Bombay and Calcutta 
Areas have not revealed much to be concerned about. The discrepancies 
in Bombay Area are confined to a few thousand of rupees. This may be 
Jarply due to prompt action not being taken to write off discarded or damag-
ed items. In Calcutta Area the net position reveals a shortage of approxima-
tely Rs. 90,000 and the Area has been making efforts to locale the short-
qes and where necessary to take appropriate write off action. In Delhi 
Area, however, no action has yet been taken to recoDCIle the inventories 
with the assets records. The Area authorities are being asked again to 
carry out the reconciliation expeditiously and the result of the reconciliation 
wiD be reported to the Board at a very early date. 

4. This report is meant to bring to the notice of the Board the present 
situation. 

no 



APPENDIX V 

(Vide reply toRecommendation at Sf. No. 18 Page 9) 

INDIAN AIRLINES CORPORATION 

SIXTYSEVENTH MEEI'ING 
17-12-1965 

MEMORANDUM 

(Item No. 13) 
Biennial Report on Physicol Verification and Reconciliation of Stores 

lor the period ended 31st March, 1964 
The last biennial report on Stores Verification and Reconciliation was 

placed before the Board at the 54th Meeting held on 5th August, 1963. The 
su1tsequent biennial report for the financial years 1962-63 and 1963-64 
was due to be submitted to the Board after finalisation of the Annual Accounts 
in 1964 but the discrepancies noticed in some of the Areas being appreciably 
large, efforts were made to go into the matter at considerable length and to 
reduce the same. It may be mentioned that the efforts of the Internal 
Audit have been successful and the differences between the ground balances 
and the store ledgers (kardex) on the one hand and between the store ledgers 
and the financial books on the other hand have been considerably reduced. 
The financial position in each Area is as under :-
Bombay Area 

2. The total shortages in ground balances of engineering stores of various 
types of aircraft was RI. 7,131/- while there was excess of Rs. 4,555/-. The 
net shortage, therefore, amounts to RI. 2,576/-. This shortage on a total 
stock holding of Rs. 95'73 laths as at 31-3-1964 is insignificant. It is pro-
posed to write off this net shortage. 

3. As regards other items of stores (namely stationery, uniforms, M.T. 
Stores, cabin and catering and other miscellaneous stores), there is a net 
surplus of Rs. 92/- (excess being Rs. 1883/- and shortage being Rs. 1791/-). 
It is proposed to adjust the net surplus of Rs. 92/-. 

4. The above position reflects the differences between ground balances 
and stores ledger balances. The reconciliation between the stores ledgers 
and the financial books shows that the stores ledger balances are in excess 
by Its. 3,954/- as compared to financial books. This is in r~pect of both 
engineering and other categories of stores. It is proposed to adjust this 
difference. The next adjustment in the financial books would amount to 
Rs. 1,470/- (i.e. Rs. 3,9S4-Rs. 2,576+Rs. 92). 
Calcutta Area 

The shortages in ground balances of engineering stores in Calcutta were 
R.~ 4,425/- while there was excess of Its. 10,458/-. The net difference which 
is surplus in ground balances as compared to the stores ledger records would, 
therefore, amount to Rs. 6,033/-. This Det excess, on a stock hoJding of 

HI 
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Rs. 213 ·01 lakhs as at 31-3-1964 cannot be viewed as unsatisfactory as such 
difference due to human errOrs are unavoidable. 

6. However, from the reconciliation of 6tores ledgers with the financial 
books it is noticed that the stores ledger balances are less by Rs. 29.677 
while in fact the ground balances on physical verification were more by 
Rs. 6.033/- as compared to the stores ledgers. It would appear tbat the 
notional shortage according to the financial books is due to errors in post-
ings or calculations. It is. therefore. proposed to set off the excess of Rs. 
6.033/- noticed in ground balances against the excess of Rs. 29.677/- in 
the fiDancial books so that the financial books are brought up to the same 
position as per stores records and both the records tally with ground 
balances. The net adjustmentofRs. 23.644/- proposed to be made in the 
financial books is very small compared to the stock holding of Rs. 519 ·45 
lakhs for the period. 

7. Calcutta Area has not yet been able to complete their reconcilia-
tion of General Stores and Supplies. The matter is being pursued vigorously 
with a view to completing the reconciliation and ~ separate report will be 
submitted to the Board as soon as it is ready. 
Delhi Area 

8. The discrepancies noticed in Delhi Area, however. are comparatively 
higher than obtaining either in Bombay or Calcutta Areas. It is not con-
sidered worthwhile to pursue the matter funher" as there is no possibility 
of narrowing down the difference even with further labour. 

9. The physical verification of engineering stores revealed that items 
aggregating to Rs. 2,05.500 were in excess while some items show short~ 
age of Rs. 2.66,566/-. This results in a net shortage of Rs. 61.066/- in the 
physical stock as compared to stores ledger records. How:ver, the !ltock 
holding of the engineering stores as at 31-3-1964 in Delhi Area was Rs. 210'71 
lakhs and the net shortage works to a very negligible percentage of the stock 
holding. It is proposed to write off this shortage from the stores ledgers 
so as to bring the stores records at par with the ground balances (on physical 
verification). 

10. The reconciliation between stores ledger balance (before the above 
adjustment) and the financial books revealed a difference of Rs. 14,3]8, 
(balance in financial books being in excess). It is proposed to adjust this 
difference in the financial books to bring the financial books at par with 
stores ledger balances and the ground balances. 

111 Tho abovG diffcrcn~ in Delhi Arca docs not lakc into accOUDt a 
sum of Rs. 44.269/- being the value of Ball Bearings stolen from the Store 
Department. An enquiry is still being made and this amount is still no 
written oft' from the stock and though not physically existing, the value 
taken as a part of the ground balances. 
General Stores and Supplies 

12. A stock verification of general supplies stores during 1963-64 
revealed a net surplus of Rs. 1,932/- as at 31-3-1964. It is not proposed to 
adjust this net surplus so as-to bring up area records to a realistic positiOR 
for the present since reconciliation between stores records and a financial 
books is reported to be still in prosress as the discrepancies are still coasi-
derablc (over Rs. Ilakh on a stock holding of Rs. 7 ·74 lakhs). A further 
report win be submitted to the Board in due course. 
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13. A consolidated statement giving a detailed position of physical 
verification of engineering stores in each area (aircraft type-wise) and the 
difference between ground balances and the stores ledger records is appended 
(Annexure 'A'). Details of the differences between the stores ledgers re-
cords and the financial books in each Area are also given in Annexure 'B'. 
The position of stock (spare parts and consumable stores and tools) as at 
31-3-1964 aircraft type wise and area-wise is given in Annexure 'C'. 

Summary 
14. The above recommendations would result in the following net 

adjustments in all the three Areas : 

Area 
Pbysical 
verification 

Shortage Excess 

2 3 

RI. RI. 
Bombay 2,484 
Calcutta 6,033 
Delhi 61,066 

63,550 6,033 

Reconciliation 
between 

Stores ledger 
(Xardex) and 

financial books 

Shortage Excess 

4 5 

RI. RI. 
3,954 

29,677 
14,318 

43,995 3,954 

Net 

6 

Rs. 
1,470(+) 

23,644{-) 
75,384(-) 

97,558(-) 

IS. In the last report submitted to the Board, a net surplus of Rs.9,811/-
'Was arrived at and it was recommended that no adjustments for the present 
would be carried out but the differences in each Area transferred to Stores 
verification Suspense Account. It is now proposed to adjust the balance 
~o kept in that account along with the above adjustments so as to bring up 
the Stores Ledger Balances and the financial books balances to a realistic 
position as on 31-3-1964. 

16. The Board is requested to approve the above proposal. 
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ANNEXURE 'B' 

Statement showing results o/reconciliation between Stores Ledger (Kardax) 
and Financial Books for the biennial period ended 31-3-1964. 

Bombay 

Calcutta 
Delhi 0 

TOTAL SHORTAGE 

115 

Rs. 
3,953·59(+) lncludin&General 

Supplies. 
29,676 0 60(-) 
14,318 0 33(-) 

40,041·34(-) 
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APPENDIX VI 

(Vide reply to Recommendation at SI. No. 18 Page 9) 
INDIAN AIRLINES CORPORATION 

Extract from the Minutes of the Meetings of the F.A. & C.A.Os. 
and Audit Officers of the lAC called by the Financial 

Comptroller on lst and 2nd March. 1966. 

x 
X 

X 
X 

x 
X 

X 
X 

X 

X 

The Financial Comptroller said that a joint meeting of the Finance 
Officers and the Audit Officers had been called to discuss the two important 
items relating to Assets verification and the Stores verification. He told 
the ofIicers present that the delay in the completion of the work relating to 
these verifications, particularly of assets had heeD. adversely commented 
upon by the Board. He desired that efforts should be made to ensure that 
the work is completed according to the laid down schedules. 

X X X X X 
X X X X 
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APPENDIX VII 

( Ylde reply to Recommendation SI. No. 21 (para 30») 

Copy 01 reply to ReClllMfelllltllIon III 91. No. 34 (JNlra 141) ol30lh RePMt 
olC. P. u. on Bhilai Steel Plant 

Reat_ead.doD Saial No. 34 

The upward revision of estimates of capital expenditure necessitated due-
to incomplete estimates being prepared initially has been the subjoct of 
criticism of this Committee and the Estimates Committee in the past. The 
Committee would like to reiterate that estimates of capital investment 
for setting up a project should. as far as practicable. be compJete in all res-
pect~. The practice of a seeking the approval of Govt. bit by bit is mis-
leading. The Committee would suggest that the Government should re-
fuse to entertain incomplete schemes. A check about the completeness 
of tile estimates can be carried out if the suggestion made in para 150 of 
the Committee's Thirteenth Report is implemented. (para No. 141). 

Reply of GOl'emment 

The Manual of Feasibility Studies brought out by the Planning Com-
mission takes into account the deficiency in this regard. Under the present 
arrangement the procedure falls broadly under the following three stages :-

(I) Project formulated on the basis of the Five Year Plan. 
(2) Preparation of preliminary project Report/Feasibility Study. 
(3) Preparation of Detailed Project Report. 

The main points to be covered in Feasibility Report are Demand study. 
Technical features. location. Project Estimates (including foreign exchange 
component of capital costs giving details of inescapable imports of plant 
and equipment). Project Estimates (Operating and production costs). pro-
fitability and cash-flow analysis, and cost-benefit analysis. Thus it will 
be seen that the procedure now to be followed would cover the deficiencies 
which had been noticed in the past. 



APPENDIX VIII 

(Vide reply to Recommendation at Sl. No. 28, page 12) 

Details of Maintenance Facilities Organised at the Rourkela 
Project 

Maintenance works at the RourkeIa Steel Plant are centralised under 
Engineering Services through departments as follows according to principal 
functions involved : 

]. Daily and routine maintenance and repair works at principal 
plant units. 

2. Heavy Maintenance and Construction. 
3. Preventive Maintenance. 
4. Lubricatoin. 
5. Civil Maintenance. 
6. Machine and Allied Shops to aid maintenance and repair 

works 
7. Spares-investigations, recommendations, etc. 
8. Design & Drawing office for maintenance workers (civil me-

chanical and electrical). 
9. Relining and repair works (Refractory on all furnaces Hot 

Metal mixers, Ladles, Soaking Pits, Pickling tanks, etc. 

1. Doily and Routine Maintenance and Repair works 
Mechanical: Mechanical Maintenance units are organised and located 

at each of the principal plant units. Each of these Sections is headed by a 
1raind senior Engineer. These units undertake maintenance and repair 
wolks as and when they arise besides regular check up and lubrication of 
the equipment and installations under their charge. 

Electrical: The Chief Electrical Engineer is in charge of electrical main-
tenance at all principal plant units. Besides works of electrical maintenance 
.and repairs all over the Plant the Electrical Department also maintains all 
-overhead cranes at all plant units. An Electrical Repairs Shop exists which 
'und!rtakes repairs of electrical assemblies. It has capacity to undertake 
repairs of transformers up to capacity 3000 KV A and Ht. and Lt. motors 
up to 5000 KV A. Facilities are under way for larging of commutators and 
repairs of big armatures . 
. 2. Heavy Maintenance and Construction 

This is a Department under an experienced Manager, organised with 
requisite skilled workers and trained Engineers to undenake heavier me-
chanical repair works in the different plant units in association with local 
mechanical maintenance units and electrical maintenance as well as modi-
fications considered necessary on Plant. Such works are usually planned 
and have to be performed under schedule. The Hea~'y Maintenance and 
-Construction department maintains a small mechanical workshop to 
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under take repairs of assemblies of equipment. recooditiODiag some parts for 
re-usc etc. As esscatial tools of maintenaDc:e the Depanmcat also main-
tains, repairs and operates special equipment like Gradall and Eimco Steel 
Mill excavators (teariD& down furnaces for reIiniD& baDdling debris in 
shop etc.). demolition tools, dumpers. mobile cranes. forklifts, etc. Faci-
lities of trained skilled workers and equipment exist with this Department to 
handle vulcaniBing heavy conveyor belts. 

Prtl'enti,eMainlenance 
No. 3 Preventive Maintenance Section UDder the Chief Mechanical 

EngiJlecr has started the preparation of Maintenaace and Iaspection ~ 
dules for equipment to minimise the down time by timely maintenance 
action and to increase tbe equipment lifc. This is a very big job. The 
functions of this Cell is also to introduce uniform system ofrccord of main-
tenance and repair works carried out on all equipment incIudin, information 
of spares requirement and drawings. Similarly Chief Electnc:al Engineer 
deals with Preventive Maintenance on Electrical side. 

4. Lubrication 
There is a central lubrication section under the Heavy Maintenance 

Department (described above) to supervise procurement, storage, distribu-
tion a.acl dispensing of lubric:a.nts in all Departments. This Section prepares 
lubrication schemes on important equipment and. plant. Advises on correct 
methods of lubric:ation, arranges dispensing equipment and generally 
keeps a watch on lubrication efficiency. It also standardises grades and 
brands. 

5. Civil Mainlenonce 

Heavy mainlenan<:e and. repair works necessarily involve civil work on 
ripp~ and re-making foWldations, rail-tracks in shops (repair and. relaying), 
relocatlon of heavier equipment, construction of fresh structures, mainte-
nance and construction of roads and buildings, etc. For this purpose there 
is a Civil Engineer of the rank of SUpcriDt~ Enginccr in charge of the 
Civil Maintenance Department. Besides the CIvil maintenance functions 
described above: this Department undortakes reaular painting works at aU 
plant units and modiftcation of exisring installations in tile Plant as well 
Uii at auxilliary establishments likc Water Supply instaUations. 

6. M«IUM and .AUiU silo/» 10 .Aid Mainlmtlll« tl1UI Reptlir Wor/c.r 
For attending to breakdowns and to meet day-to-day requirement of 

simpler parts as well as to perform an machining. weldiog and other engi-
neering work to aid maintenance and repair we have a Central Repair Shop. 
This has a light machi.ne shop, heavy machine shop, fitting shop, forge and 
heat treatment shop and a wagon repair sbop_ The shop capacity as ini-
tially planned, keeping in view the prospectJve large shops of the Heavy 
Engineering Corporation. are not adequate. This is being extended so as 
to meet breakdown requirements adequately. A separate and larger 
Waaon llt.pair Shop !s also being erected so that heavy repair of aU types 
t,)f wagons may be Undertaken to· adequate extent. There are uoa1I site 
workshops attached to plant units to take care of small machining Jobs 
::snd day-to-day n:quirement of minor hardware. 
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7. Spares 
The basic need in all maintenance and repairs works is the regular and: 

reasonable stocking of necessary spares. 
A General Spare Parts Cell has been organised during the early part 

of 1963 and is manned by both experienced German Engineers and. 
Hidustan Steers own. They have also taken over the functions of scrutinis-
ing the indents for spares originating from the various Maintenance Units. 
This Cell also assists the Controller of Stores and Purchase in making out 
necessary part component drawings by themselves plant design to obtain 
spares from indigenous sources to minimise the imports. 

Efforts are being made to have 8S many parts made locally with assist-
ance of larger Engineering shops like Heavy Engineering and other nearby 
as possible. The work of classifying and standardising spares accordingly is 
proceeding. 
8. Design and Drawing Office for Maintenance Work (Civil c:l Mech.) 

To enable works of modifications and construction in the existing Plant 
under operation, the Plant Design Department makes necessary investiga-
tion and furnishes specifications and drawings. . It also prepares and furni-
shes drawings as and when necessary for manufacture of spare parts though 
with its present strength it is unable to undertake regularly and under a 
programme the work of preparation of detailed drawings for all spare 
parts in the Plant. The Department is also intended to prepare layout 
drawings for new workshops, offices. stores, etc. in the Plant. It maintains 
records of drawings, operation and maintenance manuals, project report, 
etc. and the total property register for the Plant. 
9. Relining c:l Repair Works (Refractory) on all Furnaces, Hot Metal Mixers. 

Ladles, Soaking Pits, Pickling Tanks, etc. 
A refractories Department has been organised with qualified and ex-

perienced Refractory Engineers and does the relining, rebuilding and 
running repairs of furnaces, mixers, convertors and ladles all over the 
Plant. The Department is equipped with special machines, like air-trace 
drilling machine, Gradall Steel Mill excavators, Torbet spraying machines, 
liftikus hoists, brickcutting machine, forklifts and pneumatic pavment 
breakers and rammers. They also operate a mud preparation 
plant. 

It might be mentioned here that the present organisation of mainten-
ance in Central Manner has started only a few months ago and has evolv-
ed out of plant mechanical maintenance (which is the pre-<iominant main-
tenance work) being done by mechanical maintenance units working under 
local administrative and technical control of the plant units themselves. 
The Hea\ly Maintenance Department existed under the Chief Mechanical 
Engineer to aid the local maintenance units on requisition but it has come 
into active part only since centralisation. Electrical Maintenance has since 
the beginning been centralised under the Chief Electrical Engineer. Cen-
tralisation has not yet taken full effect but the final organisation of the 
Engineering services group of Departments (which inClude other services 
like the Power Plant, the Water Supply Department) under discussion and 
its finalisation takes full account of organisational need in this behalf. 
Accordingly maintenance which is the basis of continuous production is 
being put on sound footing in all respects. 
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APPENDIX X 

(Vide reply to Recommendation at Sl. No. 66 page 22) 

Steps taken by the National Coal Development Corporation 
Limited to reduce tlu! closing stock of stores and spare parts to 

a more reasonable proportion 

1. As a result of carrying out ABC Analysis in different revenue Collie-
ries, a master-list has been drawn up covering only those items falling under 
the categories of A & B items which constitute approximately 95 % to 
98 % of the total annual expenditure in the projects on stores and spare 
parts. This master-list is used as a guide for placing indents by t~e exist-
ing collieries and this list will also be taken as a guide for initial stocking 
.of new projects. 

2. The indents placed are reviewed periodically, particularly those 
which are more than 6 months' old, for cancelling unwanted items. 

3. For items classified as A and B items in the ABC Analysis, direct 
NCDC rate and running contracts are being concluded so that the quan-
tum of inventory at any time may be restricted to the minimum. So far luch 
rate and running contracts have been concluded in respect of 36 different 
·categories of stores. These are over and above the rate contracts con-
cluded by the D.G.S. & D .• New Delhi. 

4. In an Organisation like NCDC where a large number of projects 
.are operating in different areas, the quantum of inventory and safety stock 
can be reduced by holding bulk quantities in the Regional Stores. Re-
sional Stores are now being set up in different regions. Under this syatem 
.only the fast moving items are to be stocked in the Colliery Stores and the 
balance stocks are to be held in the Regional Stores. 

S. In respect of slow moving items, a further analysis termed "XYZ" 
Analysis is being carried out to determine the items without consumption 
for three or more years. Such items are being scrutinised by the technical 
audLQriues fQr retaining the insurance items and for disposal of the un-
wanted stocks, if any. 

6. The procurement cost is being reviewed periodically for reducing 
the cost on establishment and other incidental expenses. By doing so, 
the Economic Order Quantity is being proportionately reduced. 

7. When fresh indents are placed, stocks held in the Central Stores 
and any other surpluses available in other projects are off-set before pro-
curement and only net requirements are procured. 

123 
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APPENDIX XI 
(Vide reply to Recommendation at SI. No. 77 page 27) 

Statemenl IhtnvI", I. Bmlk-up "/Ilte Sundry Debt"" 1m A.ccount 0/ 
StIle ,,/ Cool/Coke etc. tI8 "11 31-3-1964 

SI. 
No. 

Name of Party 

2 

J. Railways. •• •• 
2. GOYI. Deptl. includinl State GOYt. Undertakinp 
3. M.P. Eloc. Board • • 
4. BoJcaro 1bennaI Power Station 
5. Govt. of India Undcrtakinss 

I. HInt/1I811111 Sleel Ltd. 
(I) BbiI&I 

(II) Rourbla • 
(III) Durppur. • 
(I,) Du. Wubcry • 
(,) H.S.L DhaDbad • • • • 

U. Hbttbutllll CMmIt:tIl4 F"" LImIItd, NlI/IgaJ 
m. SlDdri Fenili2er Ltd. • • 
IV. Hindustan Shipyard. Vizappatnam • 
V. Ne)'WIi LiJnite Corpn. Ltd. 

VI. Heavy Eq. CorpD. Ltd. • 
VU. Hindustan MIICbine Tools • 

vm. Fertilizer Corpn. ollAdia • 
6. Private Parties • 

Lea iDtcrcoJlicr)' adJustment and Korba PartnCl5hip Project • 

Net 0utst1DCliq reJatiq to NCDC • 

Amount 

3 
RI. 

1,05,14,505' 71 
1,10,53,303"10 

39.34,269' 57 
23,37,218'43 

1,08,69,667'47 
98,33,455'78 

79,913'15 
1,542'37 

290'50 
1,72S·f11 
15,~3'59 

160'06 
24,693'87 
36,755'48 
11,054'11 
36,126'09 

1,68,80,383'15 

6.56,30,627· SO 

-------
5,77,26,447'86 

"Tbis includes a sum of RI. 22,13.591 n:prescntiq dift'crenc:e between subsidiary 
lecfaer baIanc:e and Centralledaer baIaDc:e etc., of which the work of reconciliation 
is in prolfCSS, 
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3. 
4. 
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6. 

APPENDIX XD 

(Vide reply to Recommendation at Sl. No. 77 page 27) 
Statement of SlI1Ulry Debtors (Cool) 

Name of the Party 

1 

"Railways . 
Govt. Department including State Government under-
takil1JS 
M. P. Electricity Board 
Bobro Thermal Power Station 
Government of India undertakings :-

I. H.S.L. (I) Bbilai 
(6) Rourkela 

(iii) Durppur 
(ill) Dup Wasbery 

n. Hindustan Chemical Fertilizer Ltd. 
m. Sindri Fertilizers Ltd. • 
IV. Neyveli Lipite Corporation Ltd. ." .. 
V. Heavy Ensineerins Corporation Ltd. 

IV. Hindustan Machine Tools . 
Private Parties . . 

TarAL 

125 

Balaru:e 
as on 

31st Oct., 
1965 

2 

Rs. 
1,51,95,843 

75,60,930 
56,64,539 
23,41,490 

13,92,882 
30,30,106 
13,93,223 
2,73,702 

3,866 
9,520 

48,382 
12,994 

34 

2,08,'5.437 
5,77,82,947 

More than 
1 JUI' 
IA. 

OutstandinS 
as on 

31st Oct., 
1965 

against 
Coal 

despatched 
upto 

31st March, 
1964 

3 

RI. 
44,54,913 

47,43,800 
9.97,453 

13,08,261 

72,803 
5,68,578 

36 
1,535 
1,725 
9,S20 

15,222 
2,349 

34 
.33.34.027 

1,55,10.2'6 



APPENDIX :xm 
(Vide reply to Recommendation at S1. No. 90 page 27) 

IIM:tnn1IwndallolU IIIIIIle by I. Collllllitue on MtlllltIMH Ore tmd I. 
«lion laUIt IIwrl!tln 

. II. No. 
~ 
dadcmt u 
Ii .... iD 
Report 

". 
(a)(I) 

4(b) 
4(d) 

SCi¥) 

Recommendations ActioD taken 

2 3 

WOtklResourc:eaofMan ....... oro- The Department of Mines and Metals 
a suney ofR.eloun:es in India and haw: advilCCl tbe Controller, Indian 
other COUDtriel. Bureau of Mines and the Dnct.or-

GcDeraI, Gcololical Survey of lodia 
to supply to interested parties 
published monoaraphs on the Sur-

~I and Chemical Characteris-
tics of Manp ..... ore, Beudica-
lion and bleDclin .. 

TransportaiiOil and port haDcIlina : 
Iload Transport • 

"'YI conducted by them. 
The recommendations of the MiIaaI 

Ores Export Advisory Committee 
for the nomination of a SIiitabIc 
qenc:y that would carry out tecbao-
economic feuibility studies fOl' tbe 
establishment of a pilot plant 01' a 
full project for the benefic mOIl of 
low arade mauaanese ore, is ander 
coasidcration of the Departmeat of 
Mines and Metals. 

The de-.dopment of roads for the 
m01la1leDt of minerals lUll been 
proposed fOt being Ii"'" due weiJbt-
aae in tbe Fourth Plan. 

• • In order to improw: the poaition 
of lodiaD ores in the world martet 
Go~t haw embarbcf upon 
intearated schemes for the cIevelop-
meat of Mines, Road and Rail 
Transport and the Ports. Doftlop-
ment at the ports includes Mecha-
nical Ore Handling facilities; dred&-
illl of the ports and construction 
of Outer Harbours to admit Iarae 
sized carriers. With the c0mple-
tion of these projects, the ocean 
freight from Indian ports shall 
be considerably reduced, making 
the Indian ore more competitive 
in the international market. 

Mining. Mines Management and The proposal to set up a MiDiq 
Mine FiDanc:iq. Finance Corporation for UIisting 

the Manpnese ore industry was 
carefuUy examined but found un-
workable on various considerations. 
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6. 

6(ii) 

127 

2 3 

The Department of Mines and Me-
tals have however, taken steps 
to give to the mining induauy 
priority in obtainingloaus/fuDCIs 
from existing financial iDstitutions 
like IFC, Industrial Development 
Bank etc. 

Minerals and Metals Trading Cor-
poration has also been giving finan-
cial assistance to the mine 0WIJaS/ 
suppliers of manganese ore in the 
course of their normal business 
transactions. 

Mining Legislation and Fiscal Action taken in the Department 
Levies. of Mines and Metals in reprd to 

various levies connected with 
manganese ore industry is as 
under :-

Sales Tax 

The Committee on Fiscal reliefs, 
set up by the Department of Mines 
and Metals on the recolDlDCDda-
tions of the Mineral Advisory 
Board in its meeting held at 
Bhubaneswar on 21st and 22nd 
June, 1966, has recommended smnt 
of fiscal relief to the mining in· 
dustry in regard to depreciation, 
development rebate etc. The re-
commendations were forwarded to 
Committee for rationalisation of 
the tax structure under the Chair-
manship of Shri Bootbalinpm 
for consideration. The recom-
mendations of this Committee 
are under consideration of Go-
vernment. 

The relief on Sales Tax on Manp-
nese ore is linked with the geuc-
ral issue. Article 286 of the Indian 
Constitution prohibits levy of sales 
tax on goods sold in the course 
of export. The expression UIed 
in the Article 286 has been held 
to apply only to goods the sale of 
which forms in integral part of 
transaction of an export sale, with 
the result that where an exporter 
purchases a commodity within the 
State and then puts It on board, 
such a sale, though a complete 
export sale, is not regarded as one 
coming within the prohibition of 
Article 286. This difficulty was 
examined by the Saraiya Committee, 
who recommended that two saIes 
prior to the sale in the course of 
export be exampled from local 
sales tax. The Committee further 
recommended that Central Govern-
ment should given adequate c0m-
pensation to the States which may 



6(v) 

6(vi) 

6(ix) 

128 

2 

Royalily and Dead Rent 

3 

suffer a not insignificant loss of 
revenue as a result of implClDCllta-
tion of the Committee's rec0m-
mendations. 1be question of c0m-
pensation to the State which is a 
pre-requisite of Saraiya COIIIDt-
tee's recommendation for relief 
on Sale Tax is still under colllide-
ration. 

• The Department of Mines and Metals 
have fixed the following rates of 
royalty for manganese ore tbroush 
notification No. 1(44)J67-MD dated 
29-<Hi8. 

(a) Manganese dioxide 
(b) 46% Mn. &: ('vcr 

Ra. 
per tonne 

ISI-
6/-

(e) 3S % Mn. &: above and 
below 46% Mn. 3/-

(d) Below 3S" Mn. but 
above 2S 7. Mn. 

(e) 2S % or below 
21-
1/- , 

The Dead rent bas also been rniIed 
vide NotificationlNo. 1(42)/67-MU. 
dated 3~3-68 as follows :-

Ra&o 
Period of mining ofcfead 

lease rentpel' 
hedaRl 

I. First year Nll... 
2. Second year to Sth Rs. 12'SO 

year. 
3. 6th year to 10th Rs. 15·00 

year. , 
4, II th year onwards Rs.37·SO 

Manaanese Mines Labour Welfare The question of creation ot labour 
Fund-Legislation. Welfare Fund in manganese mines 

bas been deferred. 
Labour Safely. • • Under Section 83(2) of tbe Mines 

Act 1962, the Chief Inspector of 
Mines bas been empowered to 
exempt, subject to any spec:iJied 
conditions. any mine or part tlxnof 
from the operation of rules 33 and 
34 ofthe Mines Rules, ] 9SS relating 
to latrines and Urinals. if the aDef 
Inspector of Mines is of tbe opinion 
that the conditions in that mine 
or part thereof are sucb as to rencIcr 
compliance with such provision 
unnecessary or impracticable. In 
case of difficulty any manllJlDCSe 
mine owner can apply to the auef 
Inspector of Mines for necessary 
rdaxation. 



1 2 

7. Marketing of Manganese ore 

129 

3 

Rule 64 of the Mines Rules, 1955 
Provides that the mines employing 
more than 250 workers have to 
maintain canteens. In the case 
of Manganese ore about 175 mines 
employ less than 250 workers. 
hence provision of canteen is not 
necessary in their case. 

• Export of manganese ore is canalis-
ed through the MMTC/MOn. since 
15-7-1965. Inspite of difficu1ties. 
MMTC has been able to maintain 
exports at a level of about 12 Jakh 
tons which is the average of last 
few years. 

MMTC also keeps itself informed of 
the trends in manganese market 
through their foreign offices and 
by sending Sales Teams to the pros--
pective markets. In order to help 
in reduc:iB.g the cost of production 
MMTC is providing financial assist-
ance to mine owners/suppliers of 
manganese ore for developing. and 
modernising their mines and pur-
chase of trucks etc. in the course of 
their business transactions. 
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APPENDIX XV 

(Vide reply to Recommendation at Sl. No. 142 page 39) 

No. BPE/46/ADV-F/68/25 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PuBLIC ENTERPRISES 

New Delhi, the 27th December, 1968. 
OFFICE MEMORANDUM 

SUBJECT: Pricing Policies of Public Enterprises. 
The pricing polic~s for public enterprises were recently considered 

by the Government at the highest level and it has been decided that public 
enterprises should be economically viable units and an all out effort should 
be made to increase their efficiency and establish their profitability at the 
earliest. It was decided that it would not be necessary or advantageous 
to Jay down guide-lines in regard to pricing policies to 'be followed by enter-
prises which produce goods in respect of which the prices are subject to 
regulations of a binding type either voluntarily by mutual arrangements or 
due to domestic or international regulations. It may also not be neces-
sary to prescribe any guide-lines for trading organizations like, STC, 
MMTC, etc. 

2. So far as the enterprises which produce goods and services in com-
petition with other domestic producers, the normal market forces of de-
mand and supply will operate and their products will be governed, by 
and large, by the competitive prices prevailing in the market. 

3. It was, however, felt that it would be useful to have suitable guide-
lines for those enterprises which operate under monopolistic or semi-
monopolistic conditions. In regard to pricing policies to be adopted by 
such enterprises the following guide-lines will be useful for the consideration 
of tbCijr DQard of Directors :-

(0) The pricing of their products should be within the basis of the 
landed cost of comparable imported goods which would be-
the normal ceiling (and not on the basis of c.i.f. prices). In 
calculating the landed cost the normal price of such goods 
in the country of their origin should be taken into account 
in cases where exports of such goods are subsidised on any 
appreciable scale either directly (or) indirectly. [Please see 
also under (c) below]. 

(b) Within the ceiling of the landed cost, it would be open to the 
enterprises to have price negotiations and fix prices at suitable 
levels for their products which would give them a reasonable 
return on the capital invested. It was also desirable that the 
prices so fixed should be operative for a period of 2-3 
years. 
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(c) Ordinarily, the landed cost should be regarded as the absolute 
ceiling. If, however, in assessing the landed cost, there are 
reasons to believe that the imported FOB/elF prices are 
artificially low, or in other exceptional circumstances, where 
our own cost of production is very high, it may be nCClC8llllY 
to have the prices higher than the landed cost; in such ciIcum-
stances the matter mould be referred to the administrative 
Ministry concerned for examination in depth in consultation 
with the Ministry of Finance, Bureau of Public Enterprises, 
etc. 

4. The Ministry of Industry etc. are requested to bring the contCDiS' 
oC this O.M. to the notice of all undertakings under their control 
for their guidance. 

To 

Sd/- (P. GOVINDAN NAIR),'. 
Secretary to the Government of lritlfa . 

. ' 
and Director General, Bureau of Public Enterpn.s. 

All Ministries & Departments of 
the Government of India. 

Copy to : 
All Financial Advisers and Dy. Fas in the 
finAne! Miftistry. 



APPENDIX XVI 

(Yide reply to Recommendation at S1. No.9) 
No. 14-CA(13)/62 

GoVERNMENT OF INDIA 

MINISTRY OF CIVIL AVIATION 
New Delhi. Dated the 16th October. 1964. 

OFFICE MEMORANDUM 
SUB1ECT: P. A. C .• -Consideration of appropriation Accounts (Civil) 

1961-62-Audit Report (Civil), 1963 and Audit Report 
(Commerciaf). 1963. 

The undersigned is directed to refer to the Lok Sabha Secretariat's Office 
Memorandum No. 2/1/6/PAC, dated the 31st January, 1964 on the subject 
.oIed above and to forward herewith 5 copies of a note, duJy vetted by Audit, 
giviuS the required information. 

Sd/-
Deputy SecretDl'),. 

to the Government of India. 

The Lok Sabha Secretariat. 
New Delhi. 

Notes/Statements to be furnished to the P.A.C. on the following points on which 
the Committee delired to be furnished with further information at their 

lilting on 23-1-1964. 

91. No. Point on which infonnation is required to be Government's reply 
furnished to the P.A.C. 

AIVIiI /Wp<'rt (Commerdal), 1963 
Page 7. Para Il1(3)-Capacily utilizea 
The Committee were infonned that a load A note (Note I) gh-ing the required 

factor of 49'9 per cent was achieved infonnation is attached. 
during the period April-November, 1963 
on the India-U.S.A. Sector. What was 
the load factor reached during the same 
period over other sectors operated by 
Air-India? 

Annlllll Accounts for the year 1962-63 
A note showing the item-wise break up 

of expenditure under the head <gales 
promotion' with special reference to 
agents tours, entertainment and publicity 
for the year 1962-63. 

133 

A note (Note II) showing the 
expenditure incurred by the 
Corporation on sales pro-
motion and entertainment is 
attached. . 

(Y. SHANKAR), 
Secy. to the Govt. of India. 
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NOTE I 

Load Factors of Air-India Senices 

In the course of the discussions in the Public Accounts Committee 011" 
23-1-1964, regarding the decline in the overall load factor from 58 '2% 
in 1959-60 to 47·3% in 1960-61 and 43'7% in 1961-62 respectively ~ 
para 3 of the Audit Report (Commercial) 1963, it was explained that It 
would not be realistic to compare load factor of 1959-60, when the Corpo-
ration's fleet was made up of piston engined aircraft of lower capacity with 
the load factors for the subsequent years when the Corporation was opera-
tiDS with the mixed fleet of JarJC capacity jets and piston-engined aircraft 
and subsequently wholly with Jet aircraft. 

2. The tremendous increase in capacity during the years will be seen' 
from the particulars given below :-

,,------_._ .. _------------'-----
Capacity Load 

Year Operatina fleet at the end of the year in Paaor 
miIHon " ATKm. --_ .. _._---------

J959-60 9 Supcr Constellation.~ 93·486 58·2 
1960-61 3 Bocina Jets 

9 Supcr Constellations 161·45 47·3 
J961-62 S Bocilll707 Jets 

S Super Constellations 216·64 43,1' 
1962-63 6 Bocina 707 Jets 252·05 4S·3· 
I~ 
(IOmontbs) Do. 47'9' 

As will be seen with the steep increase in the capacity, the load factor 
declined but with the change-over to a homogenous fleet consisting wholly 
of jets, the load factor has improved. 

3. The P.A.C. desired to know the load factor reached during the period 
April to November, 1963 over sectors other than India-USA sector. A 
statement giving the required information is attached. 

AIR INDIA 
O~t'raJl LoGd Factor achieved during the pniod AprilINo.·nnber. 1963 

---_._--,._-_._.--, .. _._----_._-------------

India·U.S.A. 
India-Japan 
India-Australia 
Inclia-Indonesia (July-November. 1963) . 
India-East Africa 
India-U.S.S.R. 

Combined • 

Ow rail 
Load 

Factor 
(~ 

49·9 
37·4-
SO·4-
44·1 
47·7 
Sl·O 
47'9 
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NOTE II 

Expenditure on Sales Promotion and Entertainment 

During the discussions of the Public Accounts Committee on 23-1-64, 
-it was mentioned that of the total expenditure of Rs. 137 ·98 lakhs on Pub-
licity and Sales Promotion for the year 1962-63 as given in the Annual 
Report, an amount of Rs. 29 ·81 lakhs was in respect of Sales Promotion. 
The Public Accounts Committee desired to have the breakdown of this 
. expenditure. 

2. The accompanying statement will show the breakdown of the ex-
penditure of Rs. 29 ·81 lakhs territory-wise as also according to the nature 
-of expenditure incurred. 

3. We have in all 26 on-line offices and 62 off-line offices in the different 
territories shown in the statement. The expenditure on sales promotion 
is incurred by all these offices. The expenditure is the highest in respect 
-of the USA (Rs. 8 ·65 lakhs). U.K. Europe and Australia also account 
for a substantial portion of the expenditure. In these four territories 
together. we have 9 on-line offices and 42 off-line offices, and out of the total 
-or RI. 29 ·81 lakhs, the expenditure in respect of these territories alone is 
Rs. 19 ·18 lakhs. 

4. It has also to be mentioned in this context that the expenditure 
on entertainment varies from country to country. It is the highest in USA. 
wkere food and refreshments cost more than in any other part of 
the world. 

S. The nature of the expenditure as mentioned in the statement 
is self-explanatory in most of the cases. However, the following further 
.remarks are furnished in respect of one or two items :-

(i) Entertainment on Sales Contacts: This is the main item of 
Sales Promotion expenditure constituting a total of Rs. 19·40 
lakhs. Such entertainment inter alia includes educational 
campaigns followed by film shows, parties, etc. to meet agents 
and contacts with a view to promote tourist traffic and organise 
creative tours. 

(ii) Club Membership of Sales Staff: This represents expenditure 
on membership of clubs for our Station Heads and other 
Sales Officers. Membership of such clubs is necessary to 
enable the Senior Staff to keep a incontact with the 
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prospective customers and the business community. There-
fore, the membership of such clubs is commerciaUy Olle" 
of the means for promoting sales. 

Sd!-. K.. K. UNNI. 

Am8tant General Manager, A;r-Intlltl .. 

R~sfdent Audit Officer (AIR-INDIA) 



St
at

em
en

t S
M

 w
ing

 th
e 

br
ea

kd
ow

n 
of

 ac
tu

al
 e

xp
en

di
tu

re
 o

f s
al

es
 p

ro
m

ot
io

f( 
Ilf

Id
 e

nt
er

ta
in

m
en

t d
ur

in
g 

th
e 

ye
ar

 
19

62
-6

3 
' 

(R
s_

 
in

 
la

kh
sf

 

En
te

r-
A

ge
nt

s 
C

lu
b 

C
oc

kt
ai

l 
Ex

pe
ns

es
 

Te
rr

ito
ry

 
ta

iru
ne

nt
 

Ed
uc

a-
m

em
be

r-
pa

rti
es

 
on

 
O

th
er

 
T

ot
al

 
of

 
tio

na
l 

sh
ip

 
fo

r 
in

vi
te

es
 

Ex
pe

ns
es

 
Sa

le
s 

to
ur

 
of

 
im

po
rt

an
t 

fo
r 

co
nt

ac
ts

 
Sa

le
s 

fu
nc

tio
ns

 
in

au
gu

ra
l 

st
af

f 
fli

gh
ts 

2 
3 

4 
5 

6 
7 

8 
U

_S
_A

. 
6-

38
 

0'
07

 
1-

17
 

1-
11

 
0-

05
 

0-
87

· 
8-

65
 

U
.K

_ 
1 -

85
 

0-
27

 
0-

02
 

0-
68

 
0·

88
 

3-
70

 
Eu

ro
pe

 
2·

90
 

0-
19

 
0-

04
 

0-
51

 
0-

03
 

3'
67

 
E
~
 

0-
59

 
0-

09
 

0-
01

 
0-

04
 

0-
73

 
B

a 
-n

 
0-

19
 

0-(
1()

 
0-

02
 

0-
02

 
0'

23
 

K
uw

ai
t 

0-
11

 
0-

02
 

0'
13

 
Le

ba
no

n 
0-

42
 

0-
02

 
0-(

1()
 

0-
03

 
0'

47
 

Ea
st

 A
fr

ic
a 

0'
88

 
0·

02
 

0'
05

 
0·

02
 

0-
97

 
.... 

U_
S.

S_
R.

 
0'

09
 

0'
02

 
0·

42
 

0'
53

 
c.

" 

M
al

ay
a 

0-
57

 
0·

01
 

0'
02

 
0·

05
 

0·
65

 
...a

 
In

do
ne

si
a 

0-
13

 
0'0

1 
-

0'
03

 
0-

17
 

A
us

tra
lia

 
0·

89
 

0-
04

 
0-

03
 

0'
18

 
0·

02
 

3 
'16

 
Th

ai
la

nd
 

0'
48

 
0·

01
 

0-
01

 
0'

10
 

0-
60

 
H

on
g 

K
on

g 
0-

88
 

0·
08

 
0·(

1()
 

0'
04

 
1,

00
 

Ja
pa

n 
1-

19
 

0-
14

 
0·

01
 

1 -
34

 

Su
b-

to
ta

l 
17

'55
 

0-
91

 
0·

33
 

2'
85

 
3·

49
 

0-
87

 
26

·0
0 

In
di

a,
 P

ak
is

ta
n 

an
d 

C
ey

io
n 

1 ·
85

 
0'

41
 

0'
08

 
0'

17
 

1 ·
30

 
3-

81
 

• 1
. 

C
on

tr
ib

ut
io

n 
to

 p
ub

lic
ity

 in
 c

()
nn

ec
tio

n 
w

ith
 C

en
tu

ar
y 

21
,1

96
2 

th
ro

ug
h 

G
ov

t. 
D

ire
ct

or
 o

f T
ou

ris
m

 N
ew

 Y
o 

rk
 (R

s. 
0 

·3
8 

la
kh

s)
 . 

2. 
Sp

ec
ia

l p
ub

lic
ity

 p
ro

gr
am

m
e 

fo
r 

se
at

tle
 W

or
ld

 F
ai

r (
Rs

. 0
 '4

91
ak

hs
) t

hr
ou

gh
 V

an
 B

ru
nt

 &
 C

oo
, N

ew
 Y

or
k.

 

Sd
l-

K
. 

K
. 

U
N

N
I,

 
As

si
st

em
 G

en
er

al
 M

II
;:

J/
r 

(A
ir-

/! 
10

)-
V

er
ifi

ed
. 

Se
l/-

Re
sid

en
t d

ud
it 

O
ffi

ce
r. 

(A
lr-

I_
kl

).
 



1. 
1. 
3. 
4-
5. 
6-
7. 

138 

APPENDIX 
(Yide Recommendation 

"-_81'. 
~ IIItIwIn, '.II1II poGJltM thIrIIt, ," yetII' 1960-61. 1961-62 111f1119Q.63 

At the dole of 19f0.61 
195HO .. 

AdcI1doaaJ Reduc- Total ~ tiOD .... b I~ 

OWl' tile pre-,.. 
(I) (2) (3) (4) (5) (6) 

~ 776 9 767 -1-160 1,967 26 1,993 +1']2y' 

=="~ 
3.s%7 11 - 3,s4S +0'518 1,093 1 1,G92 -0-8 

...,.,. 'I'rpt. - 656 16 672 +2 ..... 8 
~cabiD 303 34 269 --1l'22§ 
OeD. - 1,231 t, 8 '1.223 -0065 

9,$53 fiG 52 9.561 

TbI owrd ...... lD ..... 1treOIlb lD the above period_ I I ... O-Oly.. 
Sd/-

Gfm. AIIIIII 0IJcwr • ..,.,., .. .., """. 
, ......... tMporrnltM. 

, 



"XVJl 
uSLNo.15) 

:No. IS) 
I11III ,. tldtJuilmr mtItIe eId yetIr. 

At the close of 1961-62 

139 

At the close of 1962-63 

Additional Rcduc- Total Pen::en- Additional Roduc- Total PcInn-
tion strcnath.'" 

locreuc 
OWl' 

tbcpre-
)UI' 

(7) (8) (9) (10) 

30 797 +3'91Z 
14 1,979 -4'109-
73 3,471 -2m; 33 1,12.5 +3 8 6 - -4'19 

22 191 +8'119-
279 1,512 +22'81% 

(11) 

51 
114 
266 

73 

don streDJth. taaa 

(12) 

14 
6 
2 

(13) 

848 
~J 
3,738 

)'ni· 
1,575 

IDCftIUC 
OWl' 

tbcpre-
)all' 

(14) 

+6'40iJ 
+S'768 +7-66· 
-l~~ 
-4 '. 
-4.~ +4·86 • 

364 93 9.132 SCM 22 10,314 

The owraD iocreae in staffstrqtb in the TIle ow:raII iDCRIIIII in atafI' strcqth in 
.aboft period was 271/oe. 2 ·an, the above period was 482/oe. 4e90%-

Sd/. 
a.j·.fiMIJI Olar. 

IIfIliIIn .firlJlla Ct/qItInIIJII .. 
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APPENDIX 
(J'ItIr SoW 

Stilt",.", ~ I • ...,.,;". ptlTticflltln for 

I959-fO 

Normal Holiday Total 

(1) (2) 

I. Operations . 6'40 :z. TraftIc • 1'87 
3.~n •• 7'39 
4. FiriUcc. • O·S!) 
5. Sarr.ceTrpt. 1 '72 
6. Oderi:s:n cabin 0-96 
7. Go. A •• 1-27 

Tor.u.. 20·20 

SdJ-
Govt. A"dl106iM-. 

RaIdmI Audll I'tIrty. 
,,,,.,, AIrlIMJ CflrJlDl'tllioIt. 

(3) (4) 

0'13 6·53 
1.go 3'77 
3-09 10'48 
0'19 0·78 
0-60 2·32 
0-40 ).]6 
0·28 )'55 
6'59 26·79 

1~1 

Paua-
Normal HoU- Total 

... 
ioc:nae· 

day 0WIr 
tbe .. -
year 

(') (6) (7) (8) 

9·12 0'2& 9'40 -1-44·' 
3'73 2-39 6-12 +62'~ 

16-67 4'30 20·97 +IOO~ 
) ·11 0'18 1·29 +65 . 
3 -ot 0·78 3·79 +63~ 2-(JO 0'45 2'45 +80)~ 
2'28 0·36 2·64 +70% 

37-92 8·74 46·66 +74~ 



XVDI 
No. U) 

It! 

1l1li ~8 IM).(;I. 1961-62 I11III 1962-63. 

1961.Q 

Pcrcoo-
• tqD 

NOI'IIIIl Holiday Total mcreuc Normal 
OWl' 

tile 
~year 

(9) (10) (11) (12) (13) 

1-18 0'19 8·37 -11% 11'70 
5'34 2'82 8'16 +338 6-46 n·n 4'80 27007 +29 0 24,89 
1-99 0'12 2'11 +64" 2007 I 

3-42 0'91 4·33 
+ 148 3·83 . 

2-67 O'SO 3'17 +29 0 2'54 ' 
2-42 0·41 2·83 +7% 2'75 

46·29 9'75 S60fJ4 +20% 54'24 

(RJ. in laths) 

1!162~3 

PeR:en-
Holiday Total 

taao 
iacreuc 

over 
thoprc-
~. 

(14) (1.5) (16) 

8·25 11'95 +42% 
3-10 0'56 +17% 
4-40 29'29 +8" 6-49 2'26 +78 0-97 4·80 +11" 0'51 3'05 +t:9. 8-48 3·23 
9·90 64'14 +14% 

Sdr-
CIrJeI.4.rulit Olbr. 

I,. Airlines C~on. 
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APPENDIX xxn 
(Vide reply to Recommendation at SI. No. 17, page 44) 

E:c1racts /rom the mil/utes of till! 50th Meeting of the 1.A.C. he/~ on 
9-11-1962 

• • . . 
IX. REVISION OF PAY SCALES-OFFlCERS IN GR. XIX-AUDIT OBJECI10N. 

20. The Chainnan recalled that the Doard bad taken a decision that the scale of pay 
fer grade XIX should be Rs. 2,250/- and those officers who rendeJed satisfactory IICI'Vice 
'for four years should be given a pay of Rs. 2,500/-. The higher pay was sugested because 
it was felt tbat officers should not stagnate on a pay for long time. The intention was that 
·an officer who had been on Rs. 2,250/- for four years should be Jivcn Rs. 2,500(-. In 
tnt.erpretiog the minutes of the Board the Management took a deciSIon without refere.m:e 
to the Chainnan granting the pay of Rs, 2,500/- to officers who had rendered four )IC3.l'S 
-service in the grade. This is was objected to by Audit and the case had been referred to 
~. . 

11. Shri Sundra Rajan said that the intention was that the pay of Rs. 2,500/- should 
have been allowed only after an officer had rendered four years' service on Rs. 2,250(- and 
that if there was any doubt the matter should have been referred to the Board or the CIIair-
man. Sbri Gopalakrishnan pointed out that even after it was clarified by Govt. on 16-8-62 
that tbe view beld by audit is correct one of the officers was allowed to draw pay at Rs . 
. 2,500/- w.e.f. 9-9-1962. This action appeared to be extraordinary. 

12. The Board agreed in this view and confirmed that the pay of Rs. 2,500/- was to 
be granted to a grade XIX officer only after he had rendered service on Rs. 2,250/- for four 
'years. Shri MuJlick said the recovery of the amount over drawn by the officer would be 
difticuit and the Board agreed that since tbe officer had drawn the additional amount 
bonafide it should be waived. It, however, decided that the pay of officers who had not 
rendered four years service on a pay of Rs. 2,250/- should be refixed at Rs. 2,250J.. All 
new entrants to grade XIX will also serve for four years on Rs. 2,250/- before they became 
eligible for a pay of Rs. 2,500/-. . 

23. Shri Mullick referred to the special case of Shri DiceD Mukerji which had 'been 
reported to the Board. The Board reaffirmed its earlier approval to the pay of Rs. z.,5OO/-
being given to Shri Diren Mukerji from the date from which the scales were revised . 

• • • • 
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APPENDIX XXIV 
(ndl reply to recGIIUIlCIldation at 51. No. 34. pap5O) 

ExpendJtan Sttltmtnllior tile ReptJir o/lllMt Furtfflte No. I. 
Btzsed on the CillCIIiJIlions 01 As,lI. SlfPdl. (Iron fIItd SIHl) 

1. Material CDSt SbeD plate 3500x4600:o<6Omm with freipt cblQCS 

2. labour cost. 720 man hours., For cuttins and IeIIlOVina the old plate 
clressiq. fittiol the DCW one 2ad wddinl. • . . • • 

.1. Labour cost for other connected work. 190 mao boW'S 
.4. Cost of coasumable mati. like Electrodes. Oxyaen and AcetJy. Ga.'! • 
• ,. Over bead charaes 100% 

AS PER CALCULATION OF ASSTT: REFRACTORIES 
ENGINEER 

Repairs 
Approx. Approx-. ADDrox. 
T~ cost of -labour NatW'C of repairs 

of lU)'. !tery. cost 
materials materials 

RI. 
THIRD repairs 254-62 Bricks in the tap 11'0 tons 8,150 

bole aDd surroun-
ding areasclianied 

Total expenditure for the repair of Blast Furnace No. I. 

Based on the calc:ulations of H. N. &t C. DepIt. • 

147 

RI. 
3,500 

58,980 

RI. 
11,650 

Rs • 

"'-. ~1_ 

9,044 



APPENDIX XXV 

(filM roply to R.ecommendatioll at SI. No. 34, paae 51) 

Explnditlffe SllIltment for 1M kptJU of BUill fiulltlCC No. 111 
'(a) Blued 011 ,_ CtIIculatknu of Asstt. Supdl. Mech. (Iron ond SIHI) 

I. M ...... eost ...... . 
Shell plate 2200 X 1440 X 60 mm and 1900x6~x60 nun with f~i&ht 
cbIrJID. 

2. Labour Cost. 610 mall hours. For eQUin, and n:moviq the old plate 
draeina. &Hina the new one and Mldilli. • . . . • 

3. Labour COlt for other conJJeCted workers J90 man hours • 
4. COlt of Consumable material like Electrodes. oxyacn and Acct!. gas; 
5. Over head charps 100% 

(b) lkwd 011,l1li t:fIIcullllitHu of AmI. RelY. Engine". 

Rs. 
..~ 

4 • ., 1._ 
450 

15,250 

30.500 

Appro". TOJIIlIp of 
Refl'lCtories 

Approx. cOlt of Approx. labour cost Approx. total cost 
R.efractories ----,---

600 tons. Rs.4,500/- Rs. 1,5001- Rs.6,000 

(c) IIMItI 0111l1li ctIIcultnlotu 01 HM d: C INpt. 

No. Defects noticed 

). The top bole plate 
developed crack. 

Repairs done Max. Hours Spent 

After cuttina thc Estimate to be pven by 
sbcll plate around Blast Fu\'IUICC Dept. 

tho top bolt II'CI, • 
n~ sbeU &:tc of reqd. 
IlZCWU 

Labour 
cost 

• 
RI. 

,2, Miltll\l chamber inside A new one was rc- 11 man-56 hI'S. 336 .. 
WM damqed placed 

Total Jl6-oD 
100% extra because 
of tho over time booked 
and transport of tool 
and taddes 336-aD 

6n-aD 

Total expenditure for the repair of Blast Furnace No. m 

Rs. 37.112 

-Mentioned in (II) of Stalemcnt-2. 
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COS/HSLP/EI V/I07S(K) 16284 

Mis. Maschinenfabrik sack GmbH, 
Dusaeldorf·Rath. 
West Germany. 

Dated 4th/6th March,I963. 

SUB ~ Contract lor IJIpply, erection ad ~ting into Opnlltioll of Bloom"" and S/Qbbing MIl. III RoIIrkelD. 

Dcar.Sirs, 

In respect of the above noted contract for supply. erecdonand putting 
into operation of -Blooming and Slabbing Mill at Rourklla, we have to 
illvite your attention to the break-c1owns which oceurred in tile BloOlDing 
aDd Slabbing MjU on 11th October, 1960 and 6th December, 1961 .. pee-
lively. As you are aware, through and detailed investigations were carried 
out to examine the causes of these break-downs. In this letter, wOOut 
prejudice to Our rights flowing from the relevant contract, we propose to 
confine ourselves only to the second break-down which took place on 6th 
December. 1961 as stated above. As a result of the above mentioned investi· 
gations, it has since been conlusively established that the break-downs of 
6th December, 1961 took place due to the defect in the design of the Wobblers-
aDd the sub-standard quality of the materials. It will be recalled tbat 
subsequently the wobblers were made out of better materials and according 
to changed design. Since the wobblers of substantially changed design aDd 
materials of better quality have been supplied subsequently by you at oar 
request, it is therefore a conclusive proof of the fact that you have accepted 
that the wobblcrs originally supplied by you were not at all of good quality 
aDd were of faulty design. As such, clearly the responsibility for the break-
down lies on you, and we call upon you now to reimburse the cost of the 
wobbler to us. 

We should also like to invite your attention to our order dated 16th 
July,1960 placed on you for the supply of2nos. Wobblersat a cost ofDM. 
49,312'50 fob German north sea port. Although in terms of the A{f .• the 
delivery of the materials was to be completed within 8 to 9 months from 
8--9-60 on which date the particulars of the import licence and other clari-
fications sought for by you were furnished to you, yet the delivery was actually 
completed much later. Whereas the delivery was to be completed at the end 
of May 196 1. the materials were not even shipped by the date of the second 
break-down i.e. the 6th December, 1961. As a result thereof in ord« to meet 
the breakdown situation we were compelled to request you to resort to air-
freighting of the wobblers. Consequent upon this abnormal delay on your 
part, we had to incur an extra expenditure of US Dollars 31,000 on air-
freighting of these wobblers. In addition, the delay on your part in supply-ina the 2 numbers wobblers was also accompanied by a huge loss in produc-
tion since the Blooming and Slabbing Mill had to be kept idle for want of 
the wobblers. 

ID view of the above patent facts. and without prejudice to our rights 
arising from the relevant contract. we hereby formally call upon you to 
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please make good to us the undermentioned amounts for the loss susta:ned 
by us: 

(i) Cost of the wobbler DM 24,656.25 and 
(il) Air-freight charges US Dollars. 31,000 

We believe you will appreciate the justification and the righteousness of 
.our claim and make it convenient to send us your remittance at an early date. 
We are confident, keeping in view our hitherto cordial business relations. 
you will never hesitate to comply with your obligations under the relevant 
-contract. We shall be grateful for your reply at an early date. 

-Copy to : 

Yours faithfully, 
For Hindustan Steel Limited, 

Sd/-
(R. B. PATNAIK) 

Controller 01 Stores and Purchase. 

1. Joint Chief (production), HSL, Ranchi 
2. Co-ordination Officer, HSL, Rourkela. 

SACK 

MASCHINENFABRIK DUSSELDORF-RATH. 

HiJKlustan Steel Ltd., 
RIourkela. 
!NDIAN 

Attn. Shri V. N. Khosla 

.BIDomu,. lIIId'Slabbing MilL 

Dear Sirs, 

Luftpost- Einschreiben 
Registered Airmail 

Dr. SCh/Sch/cw 12th March, 1964 . 

Woe would. refer to yourlettcr No. COS/HSLP/EIV/(K) 16284 of 4th/6th 
March, 1963. in. which you request us to admit rour claims in connecti~ 
·with. our supply of 6th December • .1961. agamst your purchase order 
HSLP/EIV/I07S (K)/3487 of 16th July, 1960. 

The claims raised by you in t~ abovc lettcr are as follows: 
An amount of DM 24,656 '·25, based on the assertion that' the sparc parts 

.SupJ?1ied by us should have boen furni~' free at charge since. the wobblers 
-opginally included in the'supply of the IDlll were broken. 
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Aa amount of DM 1,479 repre!€ntin, ptnahy for late deliveJY of the above-
parD. 

Aa amount of US S 31,000 reprcsentin, air freipt charses havinl beeJ 
caused by the uriCDC)' of the spare parts consignment on account of the 
breakdown of the bloomin& and slabbinl mill. 

Much to OVf rearet our reply to your letter has been delayed as a leawt of 
an oversi,ht for which please accept ~ur apologies. As reprds the matter 
itlclf, despite our fuDest comprehension of your situation we caJinot but 
extremely regret that you should take the point of view expresHd in your 
Jetter. 

A. on the other hand we wish to lea\'e nothing undone in Older to culti-
vate and to deepen the mutually agreeable business relation between our t1l0-
companies, we would once again state the acts and the existiJlB If!al I=ositicn 
in detail as follows: ;.. 

(I) The wobblers of the blooming and slabbing mill \\hich were boken 
at your Rourkela Works on the 6th December, 1961, he.d been lupplicd by 
US tosether with the remaining parts of the plant against your purcha~c Older 
No. HSLP/EIV/I01S/K dated 23rd February. ]957. Our supply ,as 
based on your General Conditions of contJact, Article 32 in connection 
with 37. dealing comprehensively with the rights of the purchaser. Accolding 
to the provi~ions of these Articles you arc entitkd to claim replacem(nt of 
parts only if failure of the parts supplied by occurs during the pericd of 
guarantee. The period of guarantee according to Article 32 commences 
··on the date ortbe unit going into operation and ends 12 months from that 
date." • 

The plant in which the wobblers were incorporated, ",as cCD:miuicntd 
in January )960. Thus, the period of guarantee expiJcd in JanuaJy l!i6] 
8ncl you, therefore, cannot deduce any claim on us for pa)mcnt of DM 
24,656 ·25 from the application of Afticle 32. Apart from this we wi~h to 
point out that the dama,e must be traced back to the accident which occufJ(d 
in your shops on the 11th October, 1960. On that day, as you will remeDl-
bert heavy Ot\Jll&r was caused to the stand by a cold slab. The subseq~Dt 
repair, however, was confined to the brokett 1W'tI. wherw the rcmlIDJ1l5 
parts which had also been affected by the breakase were not replaced. 
These parts consequently wefe bound to fail some time after the accichnt. 

Your assertion that the quality of the material would have been umatis-· 
factory. and that the wobbler radius would have been too fmaJl, must be 
refused as unfounded. We wish to poi.t out that modifk:ations to the 
equipment were made by us only with a view to meet you and to comply .. ith 
your requests. 

(2) ,ID comp1iaDce with your mstructioDS the spares were shipptd by 
air freiaht whereas, ac:cordina to the terms of the main contract, heinl ap-
plicable also to the spare parts supply as it is stated m your parcbase order 
of 16th July. 1960, our company was to supply the goods f.o.h. 

A comprehensive definition of the rishts of the purchaser is liven in 
ArdcIcs 32, 34 and 37 of your 0caera1 CoDditicms, where it is stated that the 
pardauer is entitled to daim repJaccmcDt of defective partS. to claim payment 
0(. peaalty in c:ase 0( late delivery, or UDder c:ertaiD c:onditioas to withdraw-
(fOlD the COD&ract. Ally riahts of the pun:bas« towards -the CoDtractor 
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beyond those stated above, such as for instance claim for refund of the 
freight charges, are expressly excluded according to Article 37 • Consequently .. 
if you in your capacity as purchaser have requested the consignment to be 
sbipped by air freight, it is you who will have to pay the incieased freight 
clIarges amount in to US S 31,000. 

(3) With regard to the penalty for late delivery amountin8 to DM 1.479 as 
claimed by you, we would refer to Article 320, according to whioh that penalty 
is incurred only in the event of the Contractor having effected delivery too 
late and provided he caonot refer to causes beyond his control. as for instance 
acts of God, war, enemy action, embargo etc. Your order for tbe parts 
was addressed to us under date of 16th July, 1960, and it was stipulated tbat 
deJivery had to be effected within 6 to 8 months from notification of the 
number of the import licence. 

The number of the import licence was advised to us on the 8th Septem-
ber. 1960. and delivery therefore had to be effected at the end of May. 1961. 
Actually. the goods were delivered ooly on the 22nd December. 1961. Thus. 
one of the conditions for the application of the penalty clause. I.e. delayed 
delivery is fulfilled, however, the second prerequisite, i. e. negligence is 
missing. 

The forgings to be used for the manufacture of the spare parts, on account 
of operational breakdowns at the shops of our suppliers, werO! delivered to u~ 
with such a delay that we found it impossible to ship the parts to you any 
earlier than in December. J961. At that time it was impossible, on account, 
of the then existing Buropean boom, to switch over to other sub-contractors: ' 
Despite the special (florts made by Ul'; at the time We did not succeed in cutting, 
down the delivery time, the supply of the crude parts having been beyond·' 
our control. In the circumstances, we regret also being unable to admit--
your claim as far as that point, is concerned. 

The aforegoing shows, as you no doubt will appreciate, thai our point 
of view is in conformity with the provisions of the main contract. We 
therefore Would ask you to please re-examine your standpoint in the light of 
the above f~tcts. and to confirm your agreement with Our above comments .. 

Looking forward to rour further news. 

Yours faithfully, 

MASCHINBNFABlUK SACK. 
GmbH, 
Sd/-
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APPENDIX XXIX 

(Yide reply to Recommendation at SI. No. 67, page 6S) 

Copyo/leUer No. Nil dated November 18, 1965/ronr S. R. Batliboi 
and Compony. Chortered Accountants. 18, PMt Office Street. Calcutta-]. to 
1M Chle/lnternal Audit OjJIcer. National Coal De"elopment Corporation 
LlmI,etI, DarbNm,a HOU#. Ranchi. 

We arc in receipt of your lctter No. IA/pAC 23rd R/6'J.64/ Com., dated 
4th instant. 

In our luppJemcntary report dated 9th October 1963 we had mentioned 
that Plant and Macbiaery of the value of RI. 91,29,244.90 werc held in 
Stock without beins commissioned from tat April. 19S9. Tn this connection 
we would like to darity tbat all the said Plant and Machinery had not been 
acquired on 1st April19S9 but that the earliest date of purcbase in some cases 
wallst ApriJ.19S9. We give below a list orPiaDt & Machinery. Collicrywise. 
indicating the earliest date of purcha~e of any item of Plant for each Colliery: 

Colliery 

Kathara 
Korba 
Sayal'D' 
Kuruia 
BIcJ1ra 
BburkWlda 
Bokaro 

Qicli 'A' 
South Balanda 
Saunda 
Talchor 
Sudamdih 
Jamuna 
Bisrampur 
Central Drillina Stores 

Plant and 
Mach~ 

Stock Value 

Rs. 
23,37,148 'JO 
3,69,667.74 
8,14,827 '74 
1,42,915 o()O 

J4,04,486 '29 
6,32,536 '66 
2,59,974 -96 

12,23,310 -16 
7,80,830 '88 
5,04,707 '67 

82,214'76 
34.,840.96 
55,430'82 

4,72,242.45 
14.110.71 

91.29,244 090 

OJdcstdale 
of 

receipts 

1-4-1959 
2-7-1959 

11-6-1959 
12-11-1959 

2-2-1960 
29-2-1960 
31-3-1%0 

11-S·I960 
2--12-1960 
8-6-J961 

27-12-1961 
4-1962 

16-8-1962 
9-11·1962 
1-10-1962 

We also take thi!\ opportunity of pointing out an inadvertent typographical 
erl"<'f in our letter to the Chairman (\f the Board of Directors d;lted 
28th July. 1963. In part n para 3(iv) of the said letter we had mentioned 
that plant and machinery to the value ofJts. 90.07,219 were held in stock 
whereas the correct! figure should have been Rs. 91.29,244.90. The inadver-
tent error is regretted. 
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168 

Extract3/rom para 1 0/ D. O. letter No. JSjSVjlOlj62. tltzted the 13th 
June, 1962/rom Shr; S. Vohra. Joint Secretary, MinUtry o/Com-
merce and Industry to Shri Govtnd Narain. MflIUlging Director. 

Stale Trading Corporation. New Delhi 

This is with reference to the note which you sent to M (IT) on the 1st 
instant regarding possibilities of buying cotton and staple fibre in barter 
apinst sugar. You had enquired whether a loading on the import price of 
raw cotton and staple fibre may be permitted to the extent necessary to enable 
the sugar to be sold at the basic minimum prices. The basic minimum prices 
have been indicated as £ 23 &: £ 27 which, if necessary, could even be £ 22 
and £ 26 respectively/or non-preferential and preferential markets and these 
are considered about 20% higher than the world market prices. 

• • • • 
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(J'ltk [cp(y to Jlec.munendation at st. No. 97 pa,e 86) 

LIst of Internationlll FtIlnlExhibilions In wItkh ,Ite STC Propo« 10 
Pl1I1IdptIN ."", 1965-66. 

I. EI'f!III.t ~ing Drgtmised by lhe Ministry ofComnwru (Exlrlbllloll Branch), NRllN1IIl 

I. Izmir lnternational Fair, 1zmir (Turkey). 
(20th Auaust to 20th September, 1965). 

2. Damascus Int. Fair, Damascus (Syria), 
(25th August to 20th Sept., 19(5). 

3. Anuaa Fair, Cologne (West Germany), 
(25tb September, to 3rd October 1965). 

4. 3rd lnt. Sydoey Trade Fair, SydllC)' (Austtalia) 
(19th to 30th Oc:tober, 1965). 

5. Tunis Int. Fair. Tunis. Tunisia 
(October-November, 1965). 

6. Indian Exhibition ill Singapre (Malaysia) 
(date to be fixed). 

7. Wholly Indian Exhibition, Mexico, 
(date to be fixed). 

II. El'f!nU being orgtmised by lire Indian Council ofT"" fUId ExItIbilions, JIrIuui C.,.. 
Cooperage Road, Bombay-I. 

I. Budapest Int. Fair, Budapest (Hungary) 
(21st to 31st May, 19(5) (already over). 

2. POZlWl 1Dt. Fair, Poznan (Poland) 
(13th to 27th June, 19(5). 

3. Indian ExbibitioD. Bc1grade <YUJ06Iavia) 
(3rc1 to 18th July. 1965). 

4. Lcipziq Spriq Fair, Leipzi, 
(F .D.". March, 19G6). 

171 



APPENDIX XXXVI 

(ride reply to Recommendation at SI. No. lOS) page 93 

Indian /tm, &rtJu lJmIted Bombay 

A. Introduction : 
Societe de Produits Chimiques Des Terres Rares, a French Firm, was 

appointed, by the Oovt. of India as technical consultants for the setting up of 
tbe monazite factory at Alwaye, in Kerala State. 

As per agreements, between S.T.R. and the Govt. of India, (later trans-
ferred to Indian Rare Earths L\4.· a~. the .fonnatI.o.~ .. ~(~. company) 
~.T.R. were tc? supply tb~tec~Jcal ~o~-h~w, ,~up deta~ specifica-
tiona and draW1D8S reprdinr\He pr«es~,cqU1pment, tt¢.~abd·~,to depute 
their tcchnical personnel to assist on the erectiOJi and cOIi1missiobing of the 
plant. 

In return, I.R.E. were to pay them engineering fees and a 5% fee for 
rccommending, inspecting, certifying and selecting the, equipment for the 
plant. They were also appointed as selling agents of the company's products 
abroad. for which they were to be paid commissions. They were also entitled 
to a share of the profits. Those agreements were valid for a period of IS 
years ending March 31, 1964. 

As per the agreement the amount due to S.T.R. on 1-4-1964, under 
various heads, was about Rs. 9.76 Iakhs after deducting taxes payable by 
them to the Indian Government. The details arc as per Annexure • A' 
attached. 

As against the above. I.R.E. had a claim against S.T.R. towards the 
defective machinery supplied by them. This was in respect of the first stage 
of the chloride evaporating system which did not attain the rated eapacity. 
This equipment had to be modified/replaced by us before we could obtain 
the regular rate of production. 

We had preferred a claim for Rs. 4.8S lakhs, later reduoed to Rs. 3.86 
!altha which was the expenditure incurred by us to put the plant into regular 
operation. The claim was originally put forward at the inflated figure of 
Rs. 4.85 lakhs to provide room for bargaining. 

Subsequently, many of the items of the original equipment were canni-
balised and used by us from time to time. Having regard to this, it is our 
assessment that we would have been adequately compensated if we could 
have realized. from the French firm, an approximate sum of Rs. 2.S to Rs. 
2.7Iakhs. 

In fact, I had, durinl 1963 when I met them in Paris, offered to settle the 
issue at about 2.7 lakbs. But the President of the company did Dot agree 
to anythiD8 more than Rs. 1.25 Iakhs. The matter was. therefore, not finalizIed 
last year. 

On 10-4-1964 the period. of our IS year "tie up" with S.T.a.. wu over. 
172 



During Diy visit to Europe on April 1964 I was directed to negotiate and 
settle with S. T.R. (now Pechiney) with a view to terminating our association 
with them. 

B. Meeting with Pechiney in Paris (9th antllOth April 1964) : 
I had aetailed discussions with them on the 9th; of April 1964, when I 

made an ad hoc claim of Rs. 5 lakhs against the Fre~ch firm. The French 
were inclined to agree to compensate us only upto Rs. 1.25 lakhs (purely as a 
"gesture") towards the defective machinery. I had, therefore, decided to 
revive old and additional claims (which have been settled as for as we are 
concerned but no communicated to them) towards shortfall in yields, sales 
of carbonate, etc. mentioned in para XI of the Audit Report (Commercial), 
1963. Representatives of Pachiney then raised fresh claims against us to-
wards losses incurred by them due to delayed shipments of monazite to them, 
idle time charges etc. They aslo sinsisted that we should pay them commis-
sions in the currencY of the countries in which the sales have been effected, 
as stipulated in the agreement. I did not agree to these. 

The meeting ended inconclusively on 9-4-1964. We agreed to meet again 
the next day, as they wanted to go through details again and also to discuss 
with their President. 

I had made it clear to them that unless a settlement was arrived at while 
I was there, it was possible that the dispute would continue for a few years, 
during which period we would not make any payments to them nor would 
it be possible to depute our reprsentative to France but they would have to 
come to India for discussions at their own cost. I also told them that Arbi-
tration will be a difficult process and as far as we are concerned we had a 
strong case etc. 

The next day, when we met, I found that their attitude was more reasonable 
and that they were keen on a settlement. 

During the discussion I was able to gather that they were prepared to settle 
our claims at Rs. 3.50 lakhs, provided that it was not splet out, in the agree-
ment, that Pechiney had to pay compensation to I.R.E. for supplying defec-
tive equipment and for non-fulfilment of contracts. This appeared to be a 
prestige issue and all they wanted was to safeguard their reputation. As 
far as IR.E. was concerned, I felt that we need not be particularly keen on 
placing the blame on them and putting it on record, provided that we could 
get them agree to a fair settlement. 

C. Settlement : 

(I) On the final day they offered a compensation of Rs. 3.50 lakhs which 
I did not accept. After further discussion, they agreed finally to Rs. 4.11 
lakhs which I accepted, since it exceeded the full claim on account of defed-
tive equipment (without allowance for equipment cannibelised by us) and 
left a margin above it. It was agreed that the settlement would merely indi-
~te the agreed figure as the final amount payable by I.R.E. to Pachiney. 
10 full and final settlement of fees, commission, share of profits etc. payable 
to them. This worked out to RI. 5,65,000/- (free of Indian Taxes) (i.e. 
Rs. 9.76 lakhs Rs. 4.l1lakhs). It was also agreed that it will be payable 
only in rupees and that the rate of exchange (Rs. to French Francs) will be 
that prevailing on 10-4-1964. -



As per the Agreement, the various Contracts between J.R.E. and Pechine}' 
stand terminated on 10-4-1964. 

A copy of the agreement is attached as Annexure "B". 

(2) AcIUQ/ position 0/ the Compensation Claims on Final Accounts. 
The net compensation claim as booked by the Company after the audit 

of the accounts for tbe year ending 31-3-64 comes to Rs. 3.81 lakhs. The over·· 
all difference here is to the extent of Rs. 0.30 lakhs i.e. Rs. 4.11--Rs. 3.81 
lakhs. At tbe time of settlement the amounts payable to the Frencb Finn 
towards commission, sharelof profits etc. were tentatively worked out. At 
tbe time of closing the accounts for the year 31-3-1964, Depreciation Allow-
ances, Income-tax etc. had to be reckoned on the basis of the provisions of the 
latest Fiscal Act 1964. The stocks of Thorium Nitrate were also devalued 
for this year. This has resulted mainly into a lesser credit toS.T.R. towards 
the Share of Profits. 

J n the final settlement, the amount to be paid to the French Finn is an 
agreed figure of Rs. 5.65 lakhs. Hence on the reduction/change in the 
share of profits etc. on final working, the amount of compensation works out 
to a reduced figure of Rs. 3.81 lakhs (as shown in Annexure "C"). 

Sd/-

(G. RAJAGOPAL MENON) 
Managing Director 



ANNEXURE 'A' 

s. T. R.'s Over all Position at the Time of Expiry of the Agreement 
I. Balance (due to STR) as per current account as on 31·3·63 Rs. laklrs Rs: Iokhs 

(Audited Accounts) (after accounting for Income-tax for 
and upto 62·63. 6' 59 
(This is inclusive of the share of Profits 
for the first two years viz. 1950-51 and 1951·52 crecfiled 
to their accounts-{amounting to Rs. 2 ·83 lakhs) but 
not remitted). 

Less amount remitted in February 64 
n. Payment of Engineering Commissions 

(a) Lumpsum 
(b) @5~; on machineries 
(It is expected that No Tax will be as.'lCssed on this in· 
come--which is earned by them abroad). 

III. Ol'er'riail/g Commissiolls 
Thorium Nitrate sales for the year 1963·64 (upto expiry 
of agreement) 
Less Income·tax to be paid@60~~ 

I V. Share of Profit 
Period 1952·53 to 1962·63 
Estimated 
For 1963-64 i.e. up to expiry of agreement 

Less-Income-tax@60% 
V. Refill/a of Income-tax for the past period 

Refund of the balance amount. received from the Income ~ 
tax Department,' . 

ANNEXURE 'B' 
Agreement 

1 '00 

1'90 
+0'76 

1'05 
-0'61 

1'33 
+2'1O 

3'53 
-2'12 

5·59 

1 ·76 

0·44 

1·41 

0·56 

9·76 

On the basis of discussions held in Paris on April 10th, 1964 between 
COMPANIE PECHINEY, Societe Anonyme, 23 rue Balzac, PARIS (80) 
(France). and INDIAN RARE EARTHS LTD., 148 Mahatma Gandhi 
Road, BOMBAY ], (India), it has been agreed that INDIAN RARE 
EARTHS LTD., pay a sum of Rs. 565,000 (Rupees Five Hundred and Sixty 
Five Thousand) only, to PECHINEY, free of any Indian Taxes. in full and 
final settlement of an amount due to them on different accounts after adjusting 
towards claims made by IRE and PECHINEY respectively. This amount 
will be paid in fun before December 31st, 1964. 

The above amount will be payable by I.R.E. in Indian Rupees and the 
rate of exchange (Rs. to French Francs) wnt be that prevailinS on date of this 
agreement. 

17~ 



176 \:. 
Neither party to this agreement, will have any further claim on each , 

other on any future date on any subject. 

We hereby record our appreciation of each other for the mutual Coopera-
tion and good will that has existed during the period of the agreement. 

We agree that all the various contracts between the two Companies has 
been fully and finally terminated. 

Paris, April 10th, 1964 
For and on behalf of For and on behalf of PECHINEY 

INDIAN RARE EARTHS LTD. Compagnie de Produits Chimi-
ques at Electrometallurgiques. 

Sd/-
(0. RAJAGOPAL MENON) 

ANNEXURE 'C' 

Position of S. T. R.s Account 

I. Opening Balance as on 1-4-63 
as per books .. 
Less : Amount remitted 

during the year 

U. Payment of Eng/Mer/fig Com-
mission and Fees. 
(a) Lumpsum Fees 
(6) Commission @S% on 

Machineries (a5~umed 
Tax Free) 

III. Shill orfioDts 
Ltss : Income Tax 

IV. Over-riding Commission 
uss. Income Tax 

V. Refund of Income Tax for 
the past period 

VI. tess Balance of Income Tax 
paid for 1962-63 

VII. Less Net Compensation Claim 

Balance as on 31-3-1964 

Position 'A' 
As per Sett/nnent 

Rs. Lakhs Rs. Lakhs 

6·59 

1'00 

HlO 

0'76 
3'j3 

-2'1l 
1 ·05 

-0'61 

5·59 

1·76 

) '41 

0-44 
0-56 

9·76 

9'76 
4 -J 1 

5-65 

Sell-
(Ph. THOMAS) 

Position 'B' 
As fJl!r Accounts 

Rs.Lakhs Rs.Lakhs 

6·59 

0'98 

] 0()() 

0·76 

3-17 
-1-07 

1 -09 
-0,65 

5'61 

1·76 

) '10 

0'44 

0'56 

9 47 

O-OJ 

9'46 

3'81 

5'65 

The . o~1 difference· in the compensation (Rs.4.11 Jakbs-Rs. 3.81 JaklJs.. Rs. 0.30 
laths) IS mainly on account of our reckoning the depreciation on the basis of the subse~ 
quent Fiel;al Act and the ·devalu~tigQ of the ~ock'i et~, ~fI'~t~ ~l:1bse<J.u~~~ly. 



APPENDIX xxxvn 
(vide, reply to Recommendation. at SL No, 3) Pase 97 

AIR-INDIA 

Position (as on 31-12-1964) oloutstondings which were three years old as on 31-3-1963. 

Rs. in la1chs 

Outstandings as on 31-3-1963 (in respect of transactions up-
to 31st March, 1960) 2 ·89 

Less: Since settled 1-79 

Outstanding at present 1 ·10 

Category-wise break-up of the outstandinas:-

1. Government Parties 
2. Foreign Embassies in India 
3. Indian Embassies abroad 
4. Foreign Government Parties 
s. Others 

0·68 

1-10 

*This is comprised of irrecoverable debts which are fully provided in our Reserve for 
Doubtful Debts and are being considered for write-off. 

J 7'1. 



AJIII'ENDrl XXXVIII 

(...., replf to R.ec· ..... adatkm at sa. No.3) .... " 

AIR· INDIA 

l'oMtIIM ( ... (HI 31.J2.1964) of _~ fIPIo 31·3-1963 

Tota' outstandlall II on 31·3·1963 

LtI" : SiDcc teCtIed 

Break-up oftbe outstIDdiJIIII:-

I. Government Parties 

Rs. in lakh\ 
786-00 
741·20 

43·80 

(a) Ministry of Dcfeac:c (or .. ollp, ... partn1C., to LA. F. 
(or Super Constellation 1049 aan:raft and (or 
maintenance otthe IImuin:raft •. 31·91 

(b) Other Govemmoat Departments (or drawblldc of CUltOIM 
duty CCC., and for trafllc: dues . . 1 ·SO 

:!. Forelan EmbIIsies In India 0 ·21 

.1. IDdian EmbelIsics abroad 0 ·to 

<4. Foreitn Gowrnment ,Partin 0·14 

5. Otblrs 3 -94 

43·80 
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51. 
No. 

(I'ide reply CO Reo-allMdation at SJ. No. 46) pap 101 

0""'3 p/t:It:ed Oft BIttmdtIr; Iron Qlld 5,«1 Company, Indore 

OnIcr No. & date Brief dcsaiption Qty. Value 
(lb.) --------------------------------------------------

I. MEI45/PUR-I(59)!57j21 dt. Cast fron Castin, 
26-1J-1~S7. 

2. ME/PUR-I(5)/16/liBbani9 dt. Bush Bearin, Plates 
11-1-1"1. 

192 Nos. 4,896 o()O 

3 '78ltons 6.015'30 

3. ME/PUR-1(5)'116f3/Bban!S7! 10 Shoval c:ounterweitht etc. 110 Nos. 
dated 11-1-1951. 

7,215 '20 

4. ME/PUR-1(5)/16/2/Bban/S7/ J1 Daf1lc Plates etc:. 
dated 11-1-195S. 

5. ME/PUR-I(82)/S7i9 dated C. I. Slab 
)2-3-1958. 

6. ME/PUR-47 &42-1-(59)/5719 C.I. Castilll 
dated 10-4-1951. 

7. ME/66/PUR-22(2) 157/20 dated C.I. SJabs ofsizc:s 
23-4-19S8. 

8. ME-118/PUR-22(7)/S8!99 dated Cast Iron Slabs 
26-6-5S as amended vide ME-
118/PUR·22(7)1 51flSO dated 
28-8-1958. 

9. ME-1l6/PUR-22(12)/SI/ 105 dt. CastIron Plates etc:. 
JO.6.I"8. 

10. ME-lS/PUR-22(12)/58/105 dated Ga&cfor selUi", sanda of 
JO.6.S8. sizes (C. J. Castil1l) 

II. ME-2.5/PUR-22(10)I51!lJJ dated Tcc Troulhs etc. (C. I. 
7·7-1958. c:astiDl 

12. ME-S8/PUR·22(20) iSS! 192 dt. CastiI1l Iron Slabs of 
13-10-19S8. diffeRnt sizes. 

13. ME-6l/PUR.·22(19)fSI/83 dated G.l. Orates 
22-4-1959. 

14. ME-84/PUR-22(14)/S9/lS2 G.I. Slabs 
elated 21-7-1959. 

179 

54" 

32 " 

1,661 .. 

4,770 " 

60 tons 

7 NOli. 

2 Nos. 

269 Nos. 

30" 

3'.983 ·20 

1.768 -00 

25,3S0-OO 

64,512 -50 

97.736 -00 

71,040-00 

11,447 ·87 

6,040'00 
4',868-00 
4.632 '18 

1,440-00 



(ride para 6 oflDtrocluction) 

.4JUIIy816 of 1M action taka by GOH17fIMIIt on the recotnmellllotions relating 
to publJc UlUlerttlklng, contaiMd In the TwenJy-Third Report of the Public 

Account, Committee (Tldrd lAk Sob""). 

I. Total number of recommendations made Jl8 
II. Recommendations that bave been accepted by Government 

(vide 81. Nos. 1.4,5,6,7, 8, 10, 11, 13, 14, 16, 18,21, 2t 2S, 27, 
28, 29, 30, 31, 32, 3S, 36,40,43,44,49. 51,56, 59, 62, 63, 64, 65, 66, 
68,69,10,72,73,74,76,77,79.81,86,87,88,90,91,92, 93, 94, 95, 
103. 104, 106, 107, 109. 110, 111, 113. 117 and 142). 
Number 
Perc:cntase 10 total 

64 
54% 

IU. IlecommeDdationa which tbe Committee do not desire to pursue in 
view of Government'. reply (vide S. Nos. 2. 9. IS, 17, 19. 20, 22. 24, 
26.33, 34,37.39,41,42, 45, so, S2, 53, 54, 57, 58, 60, 61, 67. 71, 75, 
78,80,82, 83, 84, 85, 89, 96, 97. 98. 99, 100. 101, 102, 105, J08, 112, 
114. liS and 116). 
Number 47 
Percentap to total 40 % 

IV. Recommendations in respect of which replies of Government have 
not been accepted by the Committee (viae SL Nos. 3. 12, 38, 46, 47 
IIld 48). 
Number 6 
PaceDtaae to total 5 % 

V. Rcc:o.mmcndationa in respect of which rcpliC6 frem Government arc 
still awaited. (1'IcN 51. No. S5). 
Number 1 
PerceDtqe to total 1 % 

181) 



Name of Apt 

DBLHI 
4. Jain Boot ApnCY.Connau,bt 

Plate, New DeJbi. 
2$. Sat Naraill A Sons. 3141. 

MoM. Ali Bazar. Mori Gate, 
Delbi. 

-6. AtmaRamltSons,lCasbmere 
r Gate, DeIhi-6. n. J. M. Jaina It Brothers. 

Mori Gate. Delhi. 
•• Tho Central News AaeDCy, 

23190, Coanaupt Place. 
New Delhi. 

'9. The EDalilb Book Store, 
7-L, Coanaupt CirCus. 
New Delhi. 

30. Lak~hmi Book Store. 42, 
Municipal Market, Janpatb, 
New Delhi. 

11. Babree Brotben, 1 SS 
Lajpatrai Market. Delhi-6. 

32. Jayana Book Depot. Chap. 
parwaJa KUIUI, Karol "P. 
New Delhi. 

33. Oxford Book It Stationery 
Company, SciDdia HoUle. 
Connauabt Place. New 
Delhi-I. 

AaeftCy SI. 
No.- No. 

Name of Aaent 

34. People" l'ublisbin, House. 
11 Rani Jbansi Road. New 

Delhi. 

3 3S. The United Boot AaellCJ. 
48, Amrit Kaur Market. 
Pabar Ganj, New Delhi. 

9 

11 

36. Hind Book House, 82. 
Jupath. New Delhi. 

37. BoomB, 4, SaDt Narankari 
15 Colony, KiDlsway Camp, 

Delhi-g. 

20 MANIPUR 

38. Sbri N. Chaoha SiDah. 
23 News A,ent. Ramlal Paul 

27 

68 

Hip SChool Annexe. 
Impha!. 

AGENTS IN FOJtEJON 
COUNTRIES 

39. The Secretary, Establish-
meut DepartmeDt, Tho 
Hiah Commission of India, 
India House, Aldwycb. 
LONDON, W.C.-2. 

Ag,ency 
No. 

88 

95 

96 

77 
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