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INTRODUCTION

I, the Chairman of the Public Accounts Committee as authorised by
the Committce, do present on their behalf this Hundred and Thirteenth
Report on action taken by Government on the recommendations of the
Public Accounts Committee contained in their Ninety-fourth Report -(Fifth
Lok Sabha) relating to Ministry -of Finance.

2, On the 26th May, 1973 an ‘Action Taken’' Sub-Committee was
appointed.to scrutinise the replies from Government in pursuance of the
recommendations made by the Committece in their earlier Reports. The
Sub-Committee was constituted with the following Members.

~

Shrt H. N. Mukerjee—Convener.

2. Shri Sunder Lal “

3. Shri Biswanarayan Shastri

4. Shri M. Anandam Members
5. Shri Nuwal Kishore I

6. Shri H, M. Patel J

3 The Action Taken Sub-Committee of the Public Accounts Com-
mittee (1973-74) considered and adopted this Report at their sitting held
on 25th April, 1974, The Report was finally adopted by the Public
Accounts Committec on the 27th April, 1974, '

4, For facility of reference the main conclusions/recommendations of
the Committee have been printed in thick type in the body of the Report.
A statement showing the summary of the main recommendations/

cbservations of the Committee is appended to the Report (Appendix).

5. The Committee place on record thgir appreciation of the assistance
rendered to them in this matter by the Comptroller and Auditor General
of India,

New DELHI; JYOTIRMOY BOSU,
April 27, 1974. Chairman,
Va.sckha 1, 1896 (Saka). Public Accounts Commiittee.



CHAPTER 1
REPORT

1.1. This Report of the Committee deals with Action Taken by Gov-
ernment on the recommendations contained in their 94th Report (Fifth
Lok Sabha) on Reports of the Comptroller and Auditor General of India,
Union Government (Civil) for the years 1969-70 and 1970-71 relating
to the Ministry of Finance which was presented to the House on-, the
30th April, 1973, '

1.2. Action Taken Notes have bcen received in respect of all the 43
recommendations/observations contained in the said Report.

1.3, These Action Taken Notes have been categorised as follows:—

(i} Recommendations/observations that have been accepted by
Government. .

S. Nos. 1—5, 7, 9—13, 15—17, 19-20, 22—27, 29, 32-33,
35—37, 40-41 and 43.

(ii) Recommendations/observations which the Committee do not
desire to pursue in view of the replies of Government,
S. Nos. 6, 31 and 34.

(iti) Recommendations/observations replies to which have not
been accepted by the Committee and which require reiterdtjon,
S. Nos. 8 and 30.

(iv)'-Recommendations/Observations in respect of which Govern-
ment have furnished interim replies.

S. Nos. 14, 18, 21, 28, 38-39 and 42.
1.4. The Committee hope that final replies in regard to the recom-
mendations to which only interim replies have so far been furnished will
be submitted to them expeditiously after getting them vetted by Audit.

1.5. The Committee will now deal with Action Taken Notcs on some
ot the recommendations.

Fixing a limit on Guarantees given by Government (Paragraph 1.58—
S. No. 8)
1.6. In paragraph 1.58, the Committee had made the following obser-
vations regarding regulating thc guaranteeing power of Government:

* *In paragraph 5.24 of their 55th Report (1968-69) the Com-
mittee have desired that in view of the substantial amount of
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guarantees given by Government and the contingent liability
involved, it is but proper that Government’s guaranteeing
power is regulated by law as envisaged -in Article 292 of the
Constitution. 1In their reply, the Govcrnment stated that no
real advantage would be secured by prescribing statutory
limits on guarantees. The Committce would like the Govern-
ment to re-examine whether it was not possible to have a law
providing for a flexible limit for guarantees and for a retros-
pective regularisation of -any amount exceeding the limit in
_ appropriate cases.”

1.7. In their note dated 17th December, 1973, the Ministry of Finance
(Department of Economic Affairs) have stated as follows:—

“Broadly, guarantees given by the Central Government arc for (i)
repayment of borrowings and payment of interest thereon from
Banks, foreign landing agencies, public sector financial institu-
tions, etc. on behalf of thc Government companics, private
companies,  cooperative societies, etc. (ii) payment against
agreements for supply of materials, equipment, etc, on credit
basis, etc. on behalf of Government companies, corporations,
Railways, Union Territories, State Governments, local bodies,
joint stock companies, cooperative institutions, etc., and (iii)
repayment of share capital and payment of minimum dividend
These guarantees are given from time to time by the dificrent
Ministries/Departments and they fluctuate much and it s
difficult to lay down a limit, For instance, guaranteces given
for the amount of credit provided by Banks to the Food Cor-
poration of India vary from time to time—the maximum
amount guaranteed to State Bank of 1India for cash credit
accommodation to Food Corporation of India as on 31st
December, 1970 was Rs, 50 crores and it became Rs. 110
orores as on 31st December, 1971, In view of the wide
variations, the ceiling, if it has to be fixed, will havc to be at
a very high level.

Keeping the limits at u very low level will create obvious difficul-
ties in the matter of giving guarantees. If, however, the limits
are kept at a very high level, it is extremely doubtful whether
they would serve any useful or practical. purpose,

The policy in the matter of giving guarantees has, by and large,
" been restricttve, In fact the more important aspect of the
power to give guarantees is to see that it is used discriminat-
ingly and after ensuring that Government’s intercsts arc duly
safeguarded. To ensure this, it has been provided, in the
instructions, Inter alla, that the decision to give a guarantee
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. should be taken of a sufficiently high level, In so far as public

. sector institutions arc. concerned, individual cases involving
less than Rs. 50 lakhs arc to be decided at Joint Secretary’s,
Jevel and those in excess of that limit at Secretary’s level, In
the case of guarantees to private institutions, the approval of
the Minister is to be taken and for amounts excecding Rs. 10
lakhs, the approval of the Tabinet is to be taken,

It may be mentioned here that the guarantees involve only a con-
tingent liability. The occasions on which Government was
called upon to make payments in terms of these guarantees
have been very few and the amounts involved also small.

In view of the foregoing considerations, a statutory control over
guarantees has not been considered feasible.”

1.8. The desirability of regulating the Government’s - guaranteeing
power by law as envisaged in Article 292 of the Comstitution has been
engaging the attemtion of the Committee for some time (c.f. Para 5.24 of
55th Report—(1968-69). The Ministry have explained the often re-
peared difficulties in fixing a limit in view of wide variations in the amount
required to be guaranteed amd the futility of fixing a very high limit. The
Committee would however, Hike to reiterate that it should be examined
whether it is not possible to have a law providing a flexible limit for
guarantees and a retrospective regularisation of any amoumt exceeding
the limit,

Loan outstending against an individual (Paragraph 1.60—s. N, 10)

1.9. While commenting on the delay in the repayment of a loan by
an individual who purchased . an evacuee property at Ambarnath, the
Committee had observed as follows in paragraph 1.60 (S. No. 10):

“I'he Committee note that a loan amounting to Rs. 52 lakhs is
still outstanding from the individual who purchased an cvacuce
property at Ambarnath, Government have allowed him to pay this
amount upto 20th October, 1976 in yearly instalments on certain
terms and conditions. The Committee would like to be informed
whether the instalment payments as agreed to are being paid by
the individual in time. The Committee are of the view that in any
case the individual should not be allowed further extension in
repaying the loan.”

1.10. The Ministry of Finance (Deptt. of Expenditure) in their note
dated 7th December, 1973 have stated' as follows:—

“Shri.......... who had purchased the property at
Ambarnath had requested for execution of a revised mortgage-deed
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whereby he would be required to pay the whole amount in five in-
staiments instead of seven instalments with the date of payment of
instaiments commencing from the date of execution of the revised

mortgageded,  This request was considered in consultation with
the Ministry of Finance and it was decided that the revised mort-
gage-deed be executed, stipulating that the amount due from Shri
.......... as on 20-10-71, with intercst will be payable by him
in fixe annual instalments commencing from 20-10-72.

The }vviscd mortgage-deed was executed on 8-9-72 in consulta-
tion with the Ministry of Law and the Ministry of Finance. The

~amount due from Shri .............. .. as on 20-3-72, was
worked out as Rs, 53,07,705 and accordingly shown in the mort-
gage-deed, Shri................ has since paid the interest on

that entire amount upto 20-10-1972, but the principal amount of
the first instalment due on 20-10-72, is "yet to be paid Shri
................ however, made a request for a determent of
“the payment of the first instalment for a period of 6 months. This
request of Shri .............. .. has been considered and the
Ministry of Finance have advised that since the purchaser has
failed to pay up even the first instalment due, the Department of
Rehabilitation may examine, in consultation with the Law Minis-
try, as to what action can be taken against him. The matter has
been accordingly referred to the Ministry of Law for advice:

The recommendations of the P.A.C. that in any case Shri
.............. should not be allowed further extension of time.
to repay the loan have been noted by the Department of Rehabi-
litation for the compliance.”

L.11 Dealing with the delay in repayment of loan and intercst by an
individunl who purchased am evacuee property at Ambamnath, the Com-
mittee had suggested that he should not aNowed further extension In
repayment of the outstanding loan which he agreed to repay fully by 20th
October, 1972 but requested for extension of 6 months. The Department
of Renabilitation have referred the matter to the Ministry of Law (which
will no doubt cost some money indirectly) for advice. The Commitree
would like expeditious action in the matter and an early report about it.

Qutstanding Utilisation Certiﬁcales——(Paragrabh 1.64 S. No. 11)

1 12. In paragraph 1.64 (S. No. 11), the Committee had made the
following observations regarding delay in issue of Utilisation Certificates:

“For the grants paid by the various Ministries, utilisation certifi-
cates were outstanding as on 30th September, 1971 in 3077 cases

+
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involving a total amount of Rs, 35.45 crores. Some of the cases
date back to the period as early as 1954-55. The Committee are
particularly concerned about a large number of utilisation certifi-
cates' outstanding in respect of the grants paid by the Ministries
of Hcalth and Family Planning and Education and' Social Wel-
farc. At the end of the September, 1971 utilisation certificates
were outstanding in 1325 cases involving an amount of Rs. 20.33
crores in the case ‘of Ministry of Education and Social Welfare and
1476 cases involving an amount of Rs. 8.86 crores in the cases
of Ministry of Health and Family Planning. Though the number
of outstanding utikisation certificates has come down as compared
with the position at the end of September, 1968 the Committce
feel that further efforts are necessary to clear the back-log of utili-
sation .certificates,. The Committee understand that a Cell is
proposed to be created in the Ministries of Education and Social
Welfare and Health and Family Planning to speed up the process
of issuing certificates. On this Committee there should be a
representative of the Ministry of Finance. The Committee would
like to be informed of the progress made in this regard.”

1.13. The Ministry of Finance (Department of Expenditurc) in their
note dated 27th October, 1973 have stated as follows:—

“The observations' of the Committce have becn noted.” The
Ministry of Finance have been continually reviewing the position
of outstanding utilisation certificates in respect of grants-in-aid
sanctioned to autonomous bodies by various administrative Minis-"
tries|Departments, ‘The position has been specially 1eviewed with
reference to utilisation certificates shown as pending against
vatious Ministries|Departments in para 40(b) of the latest report
of the C&A.G. (Civil) for the year 1971-72 and the Financial
Advisers  associated with the Ministries|Departments have once
sgain been requested to go through the list of outstanding cases per-
taining to their Ministries|Departments and make intensive studics

» Of the cases which are pretty old and to make necessary efforts to
clear the back log. The Financial Advisers have already under-
taken the reviews. A statement showing position of the utilisation
certificates pending as on 30th September, 1972, since issued till the
end of June, 1973 and the balance pending as on 1-7-1973, to
the extent the information has been received so far in this Minis-
try, is encldsed (vide para 40).

As regards utilisation certificates pending against the Ministry
of Education and the Ministry of Health and Family Planning, the
Financial Advisers attached to these Mimistties have taken up
the pending cases with the Ministries concerned to clear the
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back log by taking appropriate action, The Ministry of Educa-
tion have set up a special Cell for this purpose and the matter
regarding association of a representative of the Finance Ministry
with the Cell has also been taken up with that Ministry, The
Ministry of Health and Family Planning have not yet set up
any special Cell for this purpose. As and when such a Cell is
constituted by them, question of associating a representative of
the Finance Ministry with the Cell will be taken up with them.

A statement showing the year-wise break-up of the utilisation
certificates  since issued upto June, 1973 and the balance pending
as on 1-7-1973 in respect of Department of Education is enclosed
for the information of the Committee (page 36). Similar statement
in respect of Department of Health is also enclosed (page 38). The
position in respect of Department of Family Planning is being
ascertaited. The Ministry of Finance will continue to endeavour
to clear the arrears as early as possible.’

1.14. While dealing with the delay in the issue of utilisation certificates
in respect of grants paid by Government, the Committee had been parti-
cularly concerncd about a large number of outstanding utilisation certifi-
cates pertaining to the Ministries of Education and Social Welfare and
Health and Family Planning involving large amounts. Stressing the need
for further efforts to clear the backing of utilisation certificates, the Com-
mittee had desired that a representative of the Ministry of Finance should
be associated with the Cell proposed to be created in these Ministries
to speed up the process of issuing certificates, From the reply of the
Ministry of Finance the Committee find that a cell has been set up by the
Ministry of Education and the matter of associating a representative of
the Ministry of Finance has been taken up. But the Ministry of Health
and Family Planning have not set up a special cell for the purpose. From
the position of the outstanding certificates furnished by the Ministry of
Finance, it is found that at the end of June, 1973, there were 1666 out-
standing certificates involving Rs. 19.77 crores in respect of the grants paid
by the Department of Education and Culture upto September, 1970, and
368 outstanding certificates involving Rs. 4.25 crores in respect of the
grants paid by the Department of Health which means a poor perform-
ance on the part of the Ministry concerned. (The position in respect of
the Department of Family Planning has not been furnished) The Com-
mittee desire that a representnﬁve of Finance should. be included in the
cell set up by the Ministry of Education and a similar cell should be set
up in the Ministry of Health and Family Planning. All efforts should be
made hy these Ministries to clear the back-log of utilisation certificates
which have accumulated overmuch, and a special watch should be kept in
the matter by the Fimancial Advisers comcerned.
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Fraud in issidng National Plan Savings/National Defence Certificates
(paragraph 1.75. S. No. 14)

1.15. In paragraph 1,75, the Committee dealt with a fraud cominit-
ted by a district organiser of the National Savings organisation in Uttar
Pradesh in issuing National Plan Savings|National Defence Certificates,
and observed as follows:—

“The Committee note with concern that District Organiser in
the National Savings Organisation in Uttar Pradesh Committed a
fraud in issuing National Plan Savings|National Defence Certifi-
cates involving an amount of Rs. 5.98 lakhs. The organiser re-
ceived the amount from different parties but did not issuc the
proper certificates. In some cases he actually obtained certificates
from Post Office but issued forged ones to the parties concerned
and the original certificates to some of the parties by suitably
altering the entries. On the parties instituting civil suits for re-
covery of the amount from Government, it was decided to issue
ante-dated gertificates to them. The frauds committed by the
orpaniser are stated to be under investigation by the Special Police
Fstablishment. The Committee find that the Organiser has been
distributing fradulent certificates over a long period from 1962
to 1967. The Committec fecl that a thorough investigation should
be made. if not already done, of all the certificates sold through
the said Organiser. The Committee would like to be informed
about the progress of investigation within six months.”

1.16. 1n their n;)te dated the 14th November, 1973, the Ministry of
Finance (Department of Economic Affairs) have stated as follows:—

“The District Organiser involved in all these transactions has
been under suspension since 5th January, 1968. The frauds com-
mitted by him were reported to the Special Police Establishment
who investigated them. Cases have since been filed against H&D
“in the Court. All the receipt books issued to the said Organiser
prior to his suspension were seized by the C.B.I. authorities and
are at present in their custody. On our request they have now
agreed to make available these receipt books for examination.
Thorough investigation on this basis is being taken in hand but
this will take some time. Steps will be taken to complete this in-
vestigation  expeditiously and a further report will be submitted to
the P.A.C. soon.” '

1.17. Commenting on a case of fraudulent sale of National Plan
Savings/National Defence Certificates by a District Organiser, the Com-
mittee had de_sired that a thorough investigation of all the certificates sold
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through the organiser should be made and the progress intimated to them
within six months. The Ministry have stated that all the receipt books
issued to ihe ‘said organiser were seized by the Central Bureau of Investi-
gation and they have now agrecd fo make them available for examinatiom,
It appears from this that no progress has been made in the examination of
the receipt books, The Committce are of the view that unconscionable de-
lay has already occurred in the investigation and wish that it is expedited
and the outcome reported to them. Responsibility for the delay in the
matter should also be fixed under advice to the Committee.

Non-utilisation of wagon tippler ordered by the Trombm» Fertiliser Pro-
ject—(paragraph 192, S. No. 18).

1.18, Commenting on non-utilisation of Wagon tippler by the Trom-
bay Fertiliser Project, the Committee in paragraph 1.92 (S. No. 18) re-
commended as follows:—

“In the case of the tippler ordered by the Trombay Fertilizer
Project, there is nothing on record to show if the relative merits
of transportation of the material by rajl and by road had been
examined before deciding to place the order for a tippler. Tt was
only when the material arrived in 1965, that the project authori-
ties came to know that the Railways would charge the rate for. a
minimum  distance of 40 kilometers and not the actual distance
which was much less. Because of this the road transportation was
found to be cheaper. The conclusion, it seems to the Committec,
is obvious that a proper study had not been made of the compara-
tive cost of transportation of the material by rail and by road.
The Committec consider that the responsibility should be clearly
fixed for the failure to do something which obviously needed doing.™

1.19. The Ministry of Finance (Department of FEconomic Affairs)
in their notc dated 15th November, 1973 have stated as follows:—

“Recommendations of the PAC have been communicated to
the Ministry of Petroleum & Chemicals with the request that they
may fix the responsibility for the failure to make a proper study
of the comparative cost of transportation of the material by rail
and road. The Ministry of Petroleum and Chemicals have been
asked 1o report action taken to the PAC.”

1.20. Dealing with the non.utilisation of a wagon tippler by fhe
Trombay Fertiliser Project owing to cheaper transport of material by
road, the Committee had suggested that responsibility should be fixed for
taflure to make a proper study of comparative cost of transportation of the
materlal by rail and road. The Ministry of Petroleum and Chemicals
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have been asked by the Mimistry of Finance to report the action taken in
this regard. The Committee would like the Ministry of Petroleum and
Chemicals to fix responsibility and action in the matter early and report
o the Committee,

Improper diversion of copper imported by Minerals and Metals Trading
Corporation under Economic Development programme—(Paragraph
195 8. No. 21)..

1.21. Dealing with the diversion of copper imported by the Minerals
and Metals Trading Corporation under the Economic Development Pro-
gramme to Ordnance Factories, the Committee in paragraph 1.95 (S. No.
21) had recommended as follows:—

“Copper imported by MMTC under the economic development
programme was diverted to the Ordnance Factories, although
they had sufficient free stock of copper to meet the defence
requirements. The MMTC should surely have been aware of
the purpose for which the material had been imported. The
Committee would like the reasons for this failure to be gone
into with care.”

1.22. In their note dated 14th November, 1973, the'Minislry of
Finance (Depqrtment of Economic Affairs) have stated as follows:—

“We had submitted to the PAC earlier that the question of fixing
responsibility had been gone into earlier and after cxamina-
tion of the facts it was decided that it would be difficult to hold
any body in particular responsible for this lapse vide our letter
No. F. 40(17)-ECA(A)/70, Vol. 1 dated 13th March, 1973.
How, the recommendations have been communicated to the
Ministry of Industrial Development for further action in the
matter and to report results to the P.A.C.”

1.23.  The Committee had desired that the faillure on the part of the
MMTC in wrongly diverting to Ordnance Factories the copper which was
imported under ecomomic devclopment programme should be carefully
investigated. The Ministry of Industrial Development-have been asked by
the Ministry of Finance to report the action taken in this regard. The
Committee would like the Ministry of Industrial Development to take
necessary action expedMiously and report the outcome to the Committce.
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Delay in setting up a mew Alkaloidy plant of Opium Factory, Neemuch—
Paragraphs 2.31 to 2.34 (8. No. 25 to 28).

1.24. While commenting on the delay in setting up of the Alkaloids
Proj;ct at the Opium Factory, Neemuch and faulty estimates originally pre-
pared therefor by the National Chemical Laboratory, the Committee in
paragraphs 2.31, 2.32, 2.33 and 2.34 (S. Nos. 25, 26, 27 and 28) had

observed as
2.31

follows:—

“Government decided in March, 1965 to set up a new alkaloids

- project at the Opium Factory, Neemuch to utilise the process

232

developed by the National Chemical Laboratory (a Laboratory
of the Council of Scientific and Industrial Research). This
decision, after 8 years, still remains unimplemented. The delay
that has occurred, as will be seen from the paragraphs that
follows, is unjustifiable, this led to considerable increase in the
cost of the Project.

Due to faulty cstimates originally prepared by the National
Chemical Laboratory and subsequent expansion of the scope
of the project and increase in prices, the estimated cost of the
project was revised from time to time. The estimate of
Rs. 53.30 lakhs prepared by the National Chemical Laboratory

.was revised by the National Industrial Development Corpora-

2.33

tion (designers and consultants for the project) to Rs. 105.81
lakhs in May, 1969, Rs. 117.74 lakhs in January, 1970 and
Rs .164.09 lakhs in September, 1971.

The National Industrial Development Corporation who were
entrusted with designing of the project in January, 1966 took
about 3 years to complete most of designing work by Decem-
ber, 1968 and thereafter another peried of 13 years elapsed
before the construction work commenced in  October, 1970.
'The Committec find that lack of proper planning in two aspects
resulted in considerable loss of time. First, when the Govern-
ment approved the project in March, 1965 it was proposed to
produce only semi-refined morphine but after entrusting the
designing to NIDC, it was considercd desirable to expand its
scope to the manufacture of synthetic codeine and finished salts
also, which gave rise to consideration export potentiality, profit-
ability etc. Secondly, after the designing work was mostly
over by December, 1968 the question of conducting the pilot
studies of the process developed by the National Chemical
Laboratory came for consideration and it was decided in July,
1969 to use the equipment available with the IDPL, Hyderabad
for the purposc. The pilot studies took considerable time and
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delayed the sanction for the approval of the execution of the
project till April, 1970. 1t is surprising why these two ques-
tions viz. expansion of scope and pilot study of a new process
were not considered before the Government approved the
project in March, 1965.

2.34 The project which was sanctioned in April, 1970 was started
in October, 1970 and.was expected to be completed by July,
1972.. While there, was no appreciable delay in completion of
civil work, fabrication of the plant by the Bharat Heavy Platc
and Vessels Limited (turn-key contractors for fabrication, sup-
ply, installation and commissioning’ of the plant and equipment)
has been delayed due to difficultics in supply of stainless steel
flanges and structural steel scctions. The Committee have
been informed that the erection/commissioning of the plant may
not be complcted before August, 1973. The Committee hope
that the commissioning of the plant will not be further delayed.
The Committec would like to be informed about the commis-
sioning of the plant and the actual cost of the project.”

1.25. In their note dated 18th Dccember, 1973, the Ministry of Finance
(Department of Economic Affairs) have stated as follows:—

“Detailed rcasons for unavoidable delay in the execution of the
" project arc already cxplained in paras 2.12, 2.21, 2.22, 2.24
and 2.25 for the report of the P.A.C. As regards various
enhancements in the cost estimates of the project, these too are
fully explained in paras 2.14, 2.15, 2.16, 2.17 and 2.18 of the
report of the P.A.C. The position regarding the other points
now raised is explained below. '

It will be appropriate to mention that the Alkaloid Plant being set
up at Necmuch (M.P.) is of its own kind in the whole of India
and is fairly complicated. Therc is no other similar Alkaloid
Plant in existence in the country which could be taken as a
model or guide. In this case the new process for extraction
of alkaloids has becn developed indigenously by the concerted
efforts of the Scientists of the National Chemical Laboratory,
Poona in collaboration with the Departmental Chemists. Con-
sequently the development of the pracess for the manufacture
of semi-refined and finished alkaloids and the preparation of
the. designs for the Plant and Equipment has been a gradual
process ard improvements have been brought about at each
stage even during the actual construction work to make the
plant more economical and efficient.

The original estimates of Rs. 53.30 lakhs for the preject were
framad prior to the pre~aration of sketches and drawings for

530 LS—2.
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the buxldmgs and detailed engineering of the Plant and as such
these estimates were of a rough and preliminary nature. The
sanction issued in April, 1965 should, therefore, more appro-
priately be taken as sanction to commence work on designing
and various other preliminaries. After the finalisation of the
preliminaries and the preparation of drawings/designs, the pro-
ject cost was estimated to be Rs. 117.74 lakhs in January, 1970,
and . sanction for the execution of the Project at this cost was
accordingly issued in April, 1970. Thus the sanction issued
-in April, 1970 should be taken to be the real starting point for
the construction of the project.

National Chemical Laboratory, Poona had originally given the pro-
cess for the extraction of Semi-refined Alkaloids only and
sanction for setting up of the Project on the basis of that pro-
cess was accordingly issued in April, 1965. The intention was
to commence work on the process which was made available
by the N.C.L. and simultaneously conduct " studies for finding
out suitable process for preparation of finished alkaloids.
National Chemical Laboratory Scientists,. National Industrial
Development Corporation Exports and Departmental Chemists
accordingly subsequently studied -the various processes for the
manufacture of finished alkaloids and finalised the process for
finished alkaloids for adoption in the Alkaloid Project,
Neemuch. With the finalisation of process for finished
alkaloids, it was considcred desirable to manufacture finished
alkaloids also at Neemuch instead of confining the scope of the
Project to Semi-réfined Alkaloids only. Since the year 1965,
the process for the manufacture of finished alkaloids had not
yet been developed/finalised, a decision for the setting up of
tie finished alkaloids sections could not be taken at that stage

and it had, therefore to be incorporated subsequently after its
finalisation.

National Chemical Laboratory, Poona had developed the process for
the manufacture of Semi-refined Alkaloids after conducting
Laboratory experiments on a scale of 5 Kgs. of opium. National
Chemical Laboratory were from the beginning emphatic that
no Pilot Plant trials on a bigger scale were necessary as the
repeated laboratory scale experiments had been conducted
successfully and the process was considered by them as sound
and workable. However, subsequently when National
Chemical Laboratory, Poona were asked to give process
guarantee, they linked it to the quantity of opium used by them
on a laboratory scale. The consultants too were unwilling to
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give the process guarantec. It was, thereforc, considered desir-
able that before the Government committed themsclves to the
huge expenditure on the project, they must be reasonably
assured that the process was sound and was capable of being
adopted on a commercial scale. It was in these circumstances
that the Pilot Plant. studies had to be carried out in 1969 at
the Indian Drugs and Pharmaceuticals, Hyderabad.

The Government are making cvery possible cffort to complete the
Project as quickly as possible. It is, however, regretted -that
Bharat Heavy Plate and Vessels have not been in a position to
complete the Project by August, "1973. In March, 1973,
BHPV submitted a revised schedule postponing the completion
date of thc Project to January, 1974 attributing delay mainly
to the following redsons:—

(i) Non-availability of the Structural Steel due to its paucity
within the country;

(ii) revision in the drawings for Plant and Equipment by the
N.I.D.C. at the time of preparation of detailed fabrication
drawings for execution mainly to incorporate improvements
in the original drawings;

(iii) agitation in Andhra Pradesh towards the close of 1972 and
the beginning of 1973; and

(iv) the cut imposed by the Statc F.lectricify Board in the Power
supply affecting their production.

Fre;qucnt revisions in the time schedule were brought to thc notice
of the Secretary, Ministry of Heavy Industry who took keen
interest in the matter. Conscquently Ministry of Heavy Indus-
try convened a meeting of the representative of the Bharat
Heavy Plate and Vessels (turn-key contractors), National-
Industrial Development Corporation (the consultants) and Pro-
ject Authorities in June, 1973 in which various activities
relating to the Project were discussed. Subsequently to this
meeting, Secretary Ministry of Heavy Industry assured that
BHPV were making every effort to commission the Project by
January, 1974. He also mentioned that they had asked the
BHPV to prepare a CPM Chart envisaging completion/com-
mission of the Project by January, 1974, and that the Manage-
ment Information System proposed to be set up in that Ministry
would be used to monitor the Project as soon as that system
was established.
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Ministry of Heavy Industry have again informed us in September,
1973 that their Secretary has rcviewed the progress of the
project with the Managing Director and other officers of the
BHPV on 14th September 1973 and that they have advised
BHPV to’ complete the work by January, 1974. However,
there have been slippages in the January, 1974 schedule and it

.is hoped that the project may be completed by about the middle
of 1974,

Fabrication of Steel Structures and Vessels has almost been com-
pleted. The work of crection of Steel Structures and Vessels
thereon is currently in full swing and substantial progress has
been made in this respect. About 95 per cent of the total
electrical materials required has been received at the site and
electrical installation work to the extent of 70 per cent is
reported to have been completed. Most of the Instrumenta-
tion Equipment has also reached the site but the actual
installation of instruments has not yet commenced. The air-
conditioning and refrigeration cquipment is expected to reach
the site by March, 1974 and its installation is expected to take
another 2 months thereafter.

The Public Accounts Committee would be informed of the com-
pletion of the Project and the actual cost incurred on it as
soon as the Project is completed.

1.26. The Committee were critical of faulty estimates, delay and lack
of planning in regard to establishment of an. alkaloids plant at Opium
Factory, Neemuch. The original estimate of Rs. 53.30 lakhs sanctioned in
April, 1965 was revised to Rs. 105.81 lakhs in May, 1969, Rs. 117.74
lakhs in January, 1970 and Rs. 164.09 lakhs in September, 1971. 1t has
now been stated that the sanction issued in April, 1965 should appro-
priately be taken as sanction to commence work on designing and various
preliminaries and that the sanction issued in April, 1970 should be taken
to be the real starting point for the construction project. The information
given to the Committee earlier was that provision for certain important and
major items had not been included in the original estimates (ef. para 2.14
of Report). Even the estimate of Rs. 117.74 lakhs sanctioned in April,
1970 was revised to Rs. 164.09 lakhs in September, 1971.. The Com-
mittee would therefore stress that as far as possible, the cstimates proposed
at the time of the sanction of projects should be realistic and take into
account all important aspects so that the final expenditure does not turn to
be excessive.. The Committee deprecate the tendency to have projects first_
sanctioned on low estimates and then go on revising th cost upwards, The
officers responsible for this should be brought to book. The Committee



would like to be informed of the actual expenditure on the project under
consideration,

1.27. The Committee had pointed out that one of the factors contri-
buting to lack of planning of the project was that after most of the design
work was completed, it was decided to uhdertake pilot studies of the pro-
cess developed by the National Chemical Laboratory which took consider-
able time. In their reply, the Ministry have stated that pilot studies were
. not carried out earlier as the National Chemical Laboratory were emphatic
" that no pilot plant trials were necessary. It was only when the NCL and
' the consultsnts were unwilling to give the process guarantee that it was
considered desirable that before the Government committed themselves to
the huge expenditurc¢ on the project, they must be reasonably assured that
the process was sound and capable of being adopted on a commercial
scale. The Committee feel that in view of the risk involved on exploitation
of a new process commercially, the Ministry should have assured them-
selves of the proven soundness of the process through pilot studies, before
sanctioning expenditure in April, 1965.

1.28. The project which was expected to be completed by July, 1972
has been delayed. The date of completion was later extended to April,
1973 and then to January, 1974. It is now expected to be completed by
the middle of 1974. The Committee deprecate the delay that has already
taken place and desire that the commissioning of the plant should be posi-
tively completed by the middle of 1974. Information about the progress
of work should be communicated to the Committee.

Decrease in average yield of opium— (Paragraph 2.47, S. No, 30)

1.29. Commenting on the decrcase in the average yicld of opium per

hectare, the Committee in paragraph 2.47 (S. No, 30) had observed as
follows:—

“Although the arca brought under poppy cultivation is increasing,
the average yicld of opium per hectare is decreasing inspite
of the various incentives given to the cultivators for thigher
yields. The cultivated arca incrcased from 12.072 hectares
in 1965-66 to 47,315 hectares in 1971-72, but the avcrage
yield of opium (70C°) per rectarc dccreased from 36.11 kg.
to 26.77 kg. According to the Ministry, the contingency of
the exports or the internal requircments being seriously
affected by decline in production due to fill in cultivated
area cannot be ruled out in future as the area actually culti-
vated and the yield obtained depend on availability of irriga-
tion facilities and weather conditions, The Committee note
that the Indian Council of Agriculture Research have drawn
up a scheme of 5 years duration with effect from April, 1971
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. for agricultural research on poppy crap aiming at (a) improv-
ing the morphine content (b) increasing the yicld of opium
by breeding suitable varicties of seed, (c) conducting agro-
nomical rescarch which would give maximum yield of opium
per hectare (d) developing more efficient metheds of lancing
and collection and (e) studying various diseases affecting
poppy in order to formulate suitable control measures includ-
ing breeding of disease resistant varicties. The Commiittee
hope that the rescarch efforts on poppy crop will be intensified
and pacticular attention will be paid to areas like Uttar Pra-
desh wherc the average yield per hectare is considerably low.
The Department should make efforts to ensure that the area
brought under cultivation does not fall short of the planned °
area.”

1.30. The Ministry of Finance (Department of Economic Affairs)
in their note dated 18th December, 1973 have stated as follows:—

“The main reason for fall in average yicld is that when the area
under poppy cultivation is increascd, some ncw cultivators
who lack the cxpertise of the traditional cultivators, and new
tracts which are not as productive as the regular tracts, are
licensed, and as a result, there is a fall in the average yield
when' the area under cultivation is increased.

Apart from the research undertaken by the Indian Council of
Agricultural Research, rescarch is also being conducted by
the Agricultural University, Udaipur (Rajasthan), Agricul-
tural College, Gwalior (Madhya Pradesh), Jawaharlal Nehru
Agricultural University, Jabalpur (Madhya Pradesh), and the
Government Opium & Alkaloid Works, Ghazipur, Uttar Pra-
desh.”

1.31. The Committee had desired that the research efforts on poppy
crop should be intensified and particular attention paid to areas like those
in Uttar Pradesh where the average yield per hectare is very low. The
Committee had also desired that the Department should make efforts to
ensure that the area brought under popply cultivation does not fall short
of the planned acreage. The reply of the Ministry of Finance does not
meet these two points, This perhaps calls for an explanation. The Com-
mittee would like to stress that special attention should be paid to areas
where the average yield per hectare is low. Efforts should aiso be made
to ensure that the area bronght under cultivation does not fall short of
the planned target, v )



CHAPTER I

RECOMMENDATIONS/OBSERVATIONS ACCEfTFD BY
GOVERNMENT

Recommendation

“The Committee are dissatisfied with the variations between the budget
estimates and the actual expenditure on capital account during the years
1968-69, 1969-70 and 1970-71. The shortfall of expenditure durmg the
years 1968-69 and 1969-70 amounted to Rs. 333.57 crores and Rs. 121.14
crores which worked out to Rs. 43.8 per cent and 15.7 per cent respec-
tively. In 1970-71 there was excess of expenditure over the budget esti-
mates amounting to Rs, 98.57 crores which worked out to 11.7 per cent.
In extenuation of the short-falls, it was urged before the Committec that
for the first two or threc years of the plan there was slow progress of the
plan projects/schemes for various reasons such as non-availability of steel,
cement, equipment, etc. The Committee view with concern over budgeting
by the Administrative Ministries resulting in locking up of much nceded
funds, The Committee also regard thc exccss of Rs. 98.57 crores in the
capital expenliture for the year 1970-71 as bad budgeting. The Com-
‘mittee desire that the Administrative Ministries concerned should frame
their budget estimates realistically. They should neither be over-optimistic
about their capacity to utilise funds, nor grossly under-estimate it. The
Ministry of Finance who have Financial Advisers attached to the Adminis-
trative Ministries should be able to play a more effective role in ensuring
realistic budget provisions, The Committee suggest that the Finance
Munistry should analyse the variations betwecn the estimates and actuals
diring the last five years with a view to identifying the causes for shortfalls
or cxcesses in expenditure and improving the budgeting procedure.”

[S. No. 1 (para 1.15) of Appendix II to the 94th
Report (Fifth Lok Sabha).]

Action taken
The observations of the Committee have bcen noted. Thec Finance
Ministry have been continually reviewing the reasons for.variations between
the budget estimates and the actual cxpenditure and the Ministries/
Departments have been exhorted to frame their budget estimates realisti-
cally and include in the budget only such schemes/proposals as have becn

worked out in complete detail and have a reasonablc prospect of being
carried through during the financial year,
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The Ministries/Departments were also requested that the details  of
the schemes/proposals should inter alia include information on the objec-
tive of the proposed project/scheme, its scope, demand assessmient and
details of product mix and its capacity, forcign collaboration, if any,
capital cost estimates, likely dates of completion of the projects and com-
mencement of production, if any, estimates of profitability and likely
rcturn on capital employed when the project achicves full rated capacity
production and cost benefit analysis. The framing of rcalistic estimates,
therefore, depends upon the soundness of the basic data furnished by the
administrative authorities. The nced for obscrvance of these instructions
has been impressed upon the administrative Ministries/Departments time
and again and they have been oncc again requested to pay special atten-
tion to the task of framing budget estimatcs realistically and exercising
control over expenditure vide Ministry of Financc’s O.M, No. F. 12(42
F(Coord) /73, dated 12th October, 1973 (Copy cnclosed Anncxure, 1)

2. As regards excesses over grants/appropriations, in pursuance of the
recommendations at S, No. 1 (Para 1.3) of Appendix XXXV to 49th
Report (5th Lok Sabha) of the Public Accounts Committee a Task Force
couasisting of an officer each from the Department of Expendituye, Depart-
ment of Economic Affairs (Budgct Division) and the office of the Comp-.
troller and Auditor General of India has been constituted to have a detailed
analysis made of the effectiveness of the various procedurzs for expendi-
ture control vis-a-vis the functioning of the system of internal financial
control and to suggest to Government remedial measures to improve the
budgetary system. The Task Force have completed their study. On
receipt of their report Government will consider on what lines further
action may be taken to achieve the desired results.

3. As regards the suggestions of the Committee that the Finance
Ministry should analyse the variations between the estimates and actuals
during the last five years with a view to identifying thc causes for shortfalls
or excesses in expenditure and improving the budgeting procedure, the
Financial Advisers in the Department of Expenditure, associated with the
administrative Ministries/Departments have been requested to conduct
the reviews as desired by the Public Accounts Committee to find out how
far the existing arrangements in the Ministries, the system of internal
financial advice, etc. have been effective in fostering expenditurc control
and what remedial measures are necessary to check marked variations
between the estimates of expenditurc and actuals for the year,

[Department of Expenditure F No. 12(42)-E(Coord)/73, dt. 27th
October, 1973]



ANNEXURE 1 '
No. F. 12(42)-E(Coord)/73
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
Department of Expenditure
New Delhi, the 12th October, 1973.
OFFICE MEMORANDUM '

SUBJECT:—94th Report of the Public Accounts Committee (5th Lok
Sabha)—Recommendation No. 1 (Para 1.15)—Variations
between budget estimates and actual expenditure,

The Public Accounts Committee while ¢xpressing their concern over
the variations between the budget estimates and actual expenditure on
_capital account during the years 1968-69, 1969-70 and 1970-71 have ob-
scrved in para 1.15 of their 94th report (5th Lok Sabha) as follows:—

“The Committee are dissatisfied with the variation betwecn the bud-
get estimates and the actual expenditure on capital account dur-
ing the years 1968-69, 1969-70 and 1970-71. The shortfall
of cxpenditure during the years 1968-69 and 1969-70 amount-
ed to Rs. 333.57 crores and Rs. 121.14 crores which worked
out to Rs. 43.8 per cent and 15.7 per cent respectively. In
1970-71 there was excess of expenditure over the budget esti-
mate amounting to Rs, 98.57 crores which worked out to 11.7
per cent. In extenuation of the shortfalls, it was urged before
the Committee that for the first two or three years of the plan
there was slow progress of the plan projects/schemes for vari-
ous reasons such as non-availability of steel, cement, equip-
ment etc. The Committee view with concern over budgeting
by the Administrative Ministries resulting in locking up of much
much needed funds. The Committee also regard the excess of
Rs. 98.7 crores in the capital expenditure for the year 1970-71
as bad budgeting. The Committee desire that the Adminis-
trative Ministries concerned should frame their budget estimates
realistically. They should neither be over-optimistic about
their capacity to utilise funds nor grossly under-estimate it, The
Ministry of Finance who have Financial Advisers attached to
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- the Administrative Ministries should be able to play a more
effective role in ensuring realistic budget provisions. The Com-
mittee suggest that the Finance Ministry should analyse the
variations between the Estimates and actuals during the last five
years with a view to identifying the causes for shortfalls or
excesses in expenditure and improving the budgeting proce-
dure”.

instructions have been issued to Ministries from time to time emphasiz-
ing the need for framing their budget estimates on a realistic basis and for
including in the budget only such schemes/proposals as have been worked
out in complete detail and have a reasonable prospect of being carried
through during that Financial year. The details inter alia include infor-
mation on the objective of the proposed project/scheme, its scope, demahd
assessment and details of product mix and its capacity, foreign collabora-
tion, if any, capital cost estimates, likely dates of completion of the projects
and commencement of production, if any, estimates of profitability and
likely return on capital employed when the project achieves full rated capa-
city production and cost benefit analysis, etc. The framing of realistic
estimates therefore, depends upon the soundness of the basis data prepared
by the administartive authorities and in this their judgemcnt has necessarily
to play an important part. '

2. In cases where the schemes are not fully worked out at the budget
stage and a realistic estimate .of the likely expenditure during the year is
not found possible, provision for preliminary expeases and immediate
minimum requirements if any, need only be included in the budget.

3. In spite of the above instructions, the variations between the budget
estimates and the actual expenditure still persist. The Minisy of Home
Affairs, etc. are once again requested to pay special attention to the task
of framing budget estimates realistically and exercising proper contro! over
expenditure. Suitable instructions may also kindly be issued to all subordi-
nate authorities concerned under them.

"sd./-
(Y. L. RAJWADE)
Deputy Secretary to the Govt. of India.
To
All Ministries/Departments of the Govt. of India
No. F. 12(42)-E(Coord) /73

Copy forwarded to all F. As. and Expenditure Branches for information.
1t is requested that the observations of the Public Accounts Committee
may kindly borne in mind while scrutinising the Budget proposals and
while conducting the review regarding progress of expenditure against sanc-
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tioned grant so s to ensure that'the expenditure closely approximates the
sanctioned grant,

Copy also forwarded to:—

(i) C. & AG. of India.;'

(ii) Supreme Court. '

.(iit) Election Commission.

(iv) Lok Sabha Sectt. (PAC Branch)..
(v) A. G. C. R, New Delhi.

(vi) Budget Division.

Sd./-
(Y. L. RAJWADE),
Deputy Secretary to the Govt. of India.

Copy for necessary action in so far as they are administratively con-
cerned to'—

(i) Defence Division.
(ii) A & B Branch.
(iii) E. G. 1. Branch.

§d./-
(Y. L. RAJWADE),
Deputy Secretary to the Govt. of India.

Recommendation

“During 1970-71, although there was an overall excess of Rs. 98.57
crores in expenditure on capital account, there was significant shortfall of
capitnl expenditure on Posts and Telegraphs (Rs. 28.04 crores) and public
works (Rs. 13.21 crores). The saving in the P&T Department were main-
ly due to smaller supply of equipment and cables by the Indian Tele-
phone Industrics and Hindustan Cable Ltd., and slower progress in exe-
cution of building and line works. As regards public works, a saving of
Rs. 5.82 crores was accounted for by the National Highways in which case
there was also a saving of Rs. 5.42 crores during 1969-70. In 1969-70
there was also a saving of Rs, 1.27 crores in respect of Border Roads.
The Committee desire that the Ministries of Communications and Ship-
ping and Transport should exercise proper care in framing the budget esti-

mates in future and ensure that the funds provided for important projects
are utilised during the year.”

[S. No. 2 (para 1.16) of Appendix II to the 94th Report (Fifth Lok
Sabha)l.
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Action taken

The observations of the Committee have been noted and brought to the
notice of the Ministry of Communications and Ministry of Shipping &
Transport for their information and strict compliance vide ‘Ministry of
Finance, Department of Expenditure O.M. No. F.12(42)-E(Coord)/73
dated 10th September, 1973. (Copy enclosed—Annexure II).

[Department of Expenditure F. No, 12(42)-E(Coord) /73 dated 27th
October, 1973].



| ANNEXURE I1
No. F. 12(42) —E(Coord) /73’
GOVERNMENT OF INDIA
MINISTRY OF FINANCE

Department of Expenditure

New Delhi, the 10th Septcmber, 1973,
OFFICE MEMORANDUM

SUBJECT: —94th Report of the Public Accounts Committee (5th Lok
Sabha)—V ariations between Budget Estimates and Actual
Expenditure.

The undersigned is directed to forward herewith extract of recommen-
-dation at serial No. 2 (Para 1.16) of Appendix Il to the 94th Report of
the Public Accounts Committee (Sth Lok Sabha) relating to variations bet-
ween budget estimates and actual expenditure and to say that the Public
Accounts Committee have particularly desired that the Ministry of Com-
munication and the Ministry of Shipping and Transport should exercise
proper care in framing the budget estimates in future and ensure that the
funds provided for important projects are utilised during the year. The
Ministry of Communications and the Ministry of Shipping and Transport
are requested kindly to bear in mind the above observations 6f the Public
Accounts Committee for strict compliance.

sd./-
(Y. L. RAJWADE),
Deputy Secretary to the Govt. of India.

To

Ministry of Communications/Ministry of Shipping and Transport,
New Delhi.

.No. F.12(42)-E(Coord) /73

Copy ulongwith enclosure forwarded to Addl. Secretary (Communica-
-tions) and Joint Secretary (T&P) for information and necessary action,

§d./-
(Y. L. RAJWADE),
Deputy Secretary to the Govt. of India.
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- Recommendation

“The Committee have in the past urged on the Ministries/Departments
to sutrender savings as soon as that possibility is envisaged without waiting
till the cnd of the year. Pursuaat to the recommendation made in para:
graph 1.21 of their 55th Report (4th Lok Sabha), the Ministrv of Finance
issued instructions in September, 1969 asking the Ministries to review the
grants/appropriations periodically and to report the savings to the accredit-
ed Finance Division for pecessary action. The Committee desire that the
Ministry of Finance should reveiew how far thesg instructions have been
implemented and savings surrendered in time duritig the last three years.”

[S. No. 3 (para 1.17) of the Appendix II to the 94th Report (Fifth
Lok Sabha)].

. Action taken

The Ministry of Finance have beem continually reviewing  the existing,
arrangements regurding expenditure control with a view to finding out as
“to what cxtent the system of Intcrnal Financial Adviser in the Ministries
and the reviews conducted by the accredited financial advisers in the De-
partment of Expenditure are effective in fostering discipline in surfender,
of savings as soon as they are forcseen and the Ministries are exhorted
to surrender the funds whenever they are reasonably foreseen. In pursu—
ance of the above recommendations of this Committee, the Financial Ad-
visers in this Ministry have been requested to conduct a review of the
savings surrendered during the last three years by their associated Minis-
tries/Departments with a view to finding out how far the instructions issued
by the Finance Ministry regarding review by the administrative Ministries/
Departments of their grants/appropriations from time to time and reporting
savings by the prescribed dates have been effective and what further reme-
dial measures arc necessary to improve the working of the budgetary sys-
tem. On receipt of the reports from the Financial Advisers indicating the
result of their review, the Finance Ministry will consider what further action

is necessary to ensurc timely surrender of funds by the administrative
Ministries.

{Department of Expendlture F. No. 12(42)-E(Coord) /73 dated 27th
October, 1973.]
Recommendation

“The Committcc were informed that = generally 50 per cent of . the
expenditure is concentrated during the last threc months of the financial
year, The Committee would like the Ministry of Financc to examine the
factors that are responsible for rush of expenditurc in the last threc months
and how the situation can be remedied.

[S. No. 4(1.18) of the Appendix 11 to the Report (5th Lok Sabha)].
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Action taken

The Estimates Committee in para 17.4 of their 24th report (5th Lok
Sabha) have recommended that a study to find out the worst cases of rush
of expenditurc at thc end of the year as suggested by the Study Team of
the Administrative Reforms Commission would be useful and should be
undertaken by the Finance Ministry with a view to checking the tendency
of rush of expenditure more effectively, This recommendation of the
Estimates Committee has been considered by the Government and it was
fclt that the existing arrangements for financial control through Internal
Financial Advisers coupled with a system of reporting and test checks
carried out by the Financial Advisers of the Department of Expenditure
accredited to the Administrative Ministries are quite elaborate. Informa-
tion has been called for from the Associate Finance Divisions regarding
instances of worst cases of rush on expenditure at the end of the year. On
the basis of this information, it is proposed to carry out some case studies
on a selective basis, Based on the results of these studies appropriate.
cerrective measures will have to be evolved.

2. It is expected that as a result of the case studiés referred to above
it would be possible o identify the main factors that are generally respon-
sible for rush of expenditure in the last three months of the year and to
‘devisc suitable measures to curb the tendency.

[Department of Expenditure F, No, 12(42)-E(Coord.) /73, dated 27th
October, 1973].

Recommendation .

“The expenditure on Administrative Services increased from Rs, 153.52
crores in 1968-69 to Rs. 201.82 crores in 1970-71. The Committcc were
informed that the increase was mainly due to more expenditure on ‘police.
The expenditure on police increased from Rs. 72.60 crores to Rs. 101.60
crorcs and that on General Administration from Rs, 27.93 crores to
Rs. 29.67 crores, The Committee have urged in the past that the expendi-
ture on General Administration should be kept under constant watch to
explore further economies, The Committce note that as a result of the
studies of the Staff Inspection Unit of the Ministry of Finance, 2576 posts
were found surplus in 1970, 1669 in 1971 and 2190 posts in 1972. In
paragraph 1.8 of their 90th Report (1969-70), the Committce had suggest-
ed that the question of fixing periodicity for reviews to be conducted by
the Staff Inspection Unit should be examined. The Committee were
informed during cvidence that it was very difficult to fix the periodicity.
‘The Committee desire that the Staff Inspection Unit should be able to
increase the number and frequency of reviews.as and when required,

[S. No. 5 (para 1.27) of Appendix Il to the 94th Report (5th Lok
Sabha)].
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Action taken

Since the 90th Report of the Public Accounts Committec was issucd
in January, 1970, th SIU has carried out 147 staffing studies including
12 studies of public sector undcrtakings and autonomous organisations.
The coverage of posts in these revicws is 49,703 out of which 7,237 posts
were declared surplus resulting in a direct economy of Rs. 314.32 lakhs.
Complete details are in Annexure 1II. From January to end of August
1973, 37 studies have been completed in which 8,957 posts have been
covered out of which 896 posts are found surplus resulting in an economy
of Rs. 48.49 lakhs,

2. For carrying out the assignments cntrusted to it, SIU has at present
15 teams. One of these is earmarked for study of Dcfence Establishments,
while another is exclusively deployed on norms studies of the D. G. P. & T.
Another team has been put on work relating to Research and Training
and review of Class IV staff. Certain specific responsibilities relating te
Internal Work Study Units such as test-checking their work advising them
on matters regarding assignments and coordinating their activities with
a view to avoiding duplication of studies also devolvc on the SIU. For
discharging these there .are no separate teams available at prescnt, and the
P. & T. team is attending to this work, Normally, a team in SIU is expect-
ed to cover 1200 to 1500 posts in a yzar, With 12 teams engaged on
staffing reviews, the coverage can at best, be about 15,000 to 18,000 posts
per annum. As against this, the actual coverage during 1970-71 and
1972 has been a little over 15,000 per annum. This coverage rcfers only
to stffing studies and not norms studies for which also the STU is utilised.

3. Th: total number of Central Government offices is about 5418
which are located all over India .and the number of regular employees in
themn as on 31st March, 1971 was about 27 lakhs including 14.11 lakhs
in the Railways who do not come within the coverage of the SIU tcams.
The large number of offices and their spread have led to recognition of the
fact that by itself SIU cannot carry out the assessment of work loads and
staff strength of all Central Government offices. Apart from the size of
resources and the scale of operations required for carrying out such a task
the policy of Government has always been that the responsibility for assess-
ine the work loads of offices and staffing them should primarily devolve
on the Ministry concerned and should be located in its Tnternal Work
Study Unit, With a view to implementing this policy. the Internal Work
Study Units of the Ministries arc being progressively strengthened  and
their activities are being coordinated with the programmas and  stidies,
of the STU. Along with strengthening the Internal Work Study Units with
a view to developing internal competence within the Ministries and thereby
achieving a wider coverage the SIU is independently carrving out studies
for prescribing standards so as to have full coverage of complements
cngaged on specific tasks.
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4. Apart from the resources available, there are other factors which
tend to limit the number of studies in a given period, Before conducting
any study, SIU has to obtain the consent of the Department/Officc. This
consent has to be secured either directly from the Ministries or through
the Financial Advisers. Sometimes the studies already taken up in hand
have to be postponed on account of the difficulties of the Department/
office. Another factor is that work measurement studies have to be con-
ducted at a particular stage of changeover from one system to another and
thave to be linked with the methods studies carried out by the Department
of Personnel and Administrative Reforms. Where such studies have been
are being done, work measurement cannot be undertaken until the revised
procedures recommended by the Department of Personnel and Adminis-
trative Reforms have been installed and the work loads according to the
revised methods are stabilised. Besides, every review need not necessarily
result in economies, as on occasions, additional posts have to be conceded
to cope with increases in work load.

5. It may be mentioned in this connection that increase in the numbet
of studies need not necessarily mean an incrcase in coverage. Even a
small number of reviews may cover a large number of posts. A ‘recent
example is in 1973, in one study 2,259 posts were covered. SIU has
always been making efforts to increase the number of reviews within the
coustraints of resources which are available to it, Though no periodicity
has specifically been prescribed for reviews, as and when required, SIU
has carried out repeat studies of bigger offices with expanding work loads
or increasing activities. In these circumstances it is felt that the limited
resources of the SIU can be better utilised by concentrating on review
of bigger offices, leaving the smaller ones to Internal Work Study Units
which are coming into their own and which have the same objectives as
the SIU, viz., securing economy in staff consistent with administrative
efficiency, The arrangements mentioned above aim at adequately imple-
menting the recommendation of the Public Accounts Committee in para
1.8 of the 90th Report which is in the context of locating surpluses in
the existing staff of offices.

[Department of Expenditure F. No. 12(42) -E(Coord.) /73, dated 27th
October, 1973].

530 LS—3
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Recommendation

“The Committee are concerned to find that apart from outstanding
loans from the State Governments, recovery of principal amounting
to Rs. 202 crores and interest amounting to Rs. 25.74 crores was-over-
due from various autonomous bodies, public undertakings etc. The
reason for non-recovery is that in mamy cases the Public Sector
Undertakings are losing concerns and have made profit during the
last few years. The Committee are particularly dissatisfied over non-
payment of overdue loans and interest amounting to Rs. 85 crores by
the Khadi and Village Industries Commission. The arrears represent
accumulations from 1958-60 onwards. The Committee suggest that the
Ministry of Finance should undertake a review of the cases where
arrears of Rs. 1 crore or more have been overdue for more than five
years and take necessary steps to effect recoveries.”

[S. No. 7 (para 1.42) of Appendix II to the Report (5th Lok Sabha)]
Action Taken

The observations of the Committee have been noted. The
Financial Advisers in the Ministry of Finance, associated with the
Ministries have already undertaken the review suggested by the
Committee with a view to effecting recovery of the loans of Rs. 1
crore or more which have been overdue for more than five years.

[Department of Expenditure F. No. 12 (42)-E (Coord) |73,
dt. 27-10-1973)

Recommendation

The Committee find that guarantees were invoked in the case of
the branch line reailway companies during 1970-71. The Committee
would like the Ministry of Railways and the Ministry of Finance to
examine whether it would not be desirable to take over such Railway
companies rather than incurring liabilities for the payment of
shortfall in the guaranteed return of 3§ per cent on the paid up share
capital.

[Sr. No. 9 (Para 1.59) of Appendix II to 94th Report
(Fifth Lok Sabha)]
Action Taken

There are six private-owned Railways in respect of which the
Government of India have guaranteed a minimum return on the
paid up share capital of the Company. These are: —

(i) Futwah-Islampur Railway.

(i) Ahmedpur-Katwa Railway.

(iii) Bankura Damodar River Railway. ot
(iv) Katakhal-Lalabazar Railway, T
(v) Chaparmukh-Silghat Railway.
(vi) Central Provinces Railways.
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Of these, only Futwah-Islampur Railway is being run by the
Company itself. 'The remaining five Railways are being run by the
ccntiguous Government Railways.

2.1. Under the Agreements with the Companies, the Government
of India have the options, recurring at regular intervals, to purchase
these lines. . Whenever such options had fallen due, the financial
implications of the purchase were examined in detail. The purchase
of any of these Railways was, however, not found to be financially
justified. It was also observed that the market value of the shares
was much below the value which the Government of Indie
would have had tc pay if the lines were purchased at prices stipulated
in the agreements. In the circumstanes, it would not have been
financially prudent to purchase;the Railway at the prices payable

under the agreements. The options to purchase were, therefore, not
exercised.

2.2. Efforts were also made to purchase some of these lines cutside
the terms of the Agreements, but the negotiations did not succeed.

. 23. As and when the next options to purchase ‘these lines fall
due, their nationalisation will again be examined, taking into consi-
deration all the relevant factors.

2.4. The position, in brief, of each of these Railways is given in
Annexure ‘A’

[Department of Economic Affairs F. No. 8(28)-B/173, dt. 20-11-1973]

ANNEXURE ‘A’
 Futwah-Islampur . Railway -

With a view to decide whether or not to exercise the option which
fell due on 31st March, 1968, a Commercial Officer of the Eastern
-Railway was placed on special duty to investigate the traffic pros-
pects of the line and the financial implications of its purchase. A
detailed examination showed that on the basis of the fares
on the Government Railways, the gross earnings of the line,
as anticipated for the year 1968-69, would be about*Rs. 11.87
lakhs; Rs. 10.56 lakhs for coaching traffic and Rs. 1.31
lakhs for goods trafic. The working expenses were estimated at
Rs. 10.64 lakhs. Thus the net earnings for the year 1968-69 were
anticipated to be Rs. 1.23 lakhs. Taking into account items sfxch as
average loss of share of surplus profit of the Government in the
event of purchase, etc., the net earnings got reduced from Rs. 1.23
lakhs to Rs. 1.03 lakhs.
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The purchase price payable under the agreement worked out 10 ks. 24.4
lakhs. The purchase was, therefore, estimated to'give a return of only
4.2 per cent. If the loss of income tax was also taken into account, the
percentage return got further reduced to about 3 per cent, as against mini-
mum return of 6.75 per cent required for financially justifying an invest-
ment. Thus, the proposal to purchase the:line under the terms of the
Agreement was not financially justified. The option was, therefore, not

exercised. The next option to purchase the Railway will fall due on 31st
March, 1978.

-~

Ahmedpur-Kurwa Railway

B:nkura Damodar River Railway

The last option to purchase the Bankura Damodar River Railway fell
due on 31st March, 1967 and that of Ahmedpur-Katwa Railway on 31st
March, 1968. The questica of purchase of these Railways, vis-a-vis only
taking over their working was then examined. It was found that whether
the lines were purchased or only their working was taken over, there would
be loss but the extent of loss would differ. In the case of outright pur-
chase, the Government of India would have had to pay dividend on the
purchase price at 6 per cent., instead of a dividend on the share capital at
34 per cent and might have had to reduce the rates and fares to the lower
level current on the Government Railways. If, however, only the working:
was taken over and the ownership continued with the Companies, the higher
rates and fares in force on the Light Railways could be continued to be
charged. Taking into account such factors and the reduction in thc Com-
panies’ Headquarters expenditure, etc., it was anticipated that the financial
advantage of taking over these Railways only for working in preference (o
purchasing them under the Agreements would amount to about Rs. 1.2
lakhs in the case of each of two Railways. 1t was, therefore, decided 1o
take over the working of these Railways with effect from 1st July, 1967,
instead of purchasing them. The next option to purchase will fall due on-
31st March, 1977 in the case of Bankura Damodar River Railway and omr
31st March, 1978 in the case of Ahmedpur-Katwah Railway.

Katakhal-Lalabazar Railway

This' Railway is worked and maintained by the contiguous Northeast
Frontier Railway. The Northeast Frontier Railway retains 50 per cent of
the gross earnings as remuneration for the use of rolling stock and for
working and maintaining the Railway and the balance 50 per cent is paid
to the Company as their. “Net earnings”. Under the Agreement with
Company, the Government had the first option to purchase the Railway on
31st March, 1954 and thereafter on 31st March of any subsequent period:
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of ten years. The previous options to purchase this Railway have not been
oxercised as the purchase at the price payable under the contract (Rs. 18.2
lakhs) was not found to be financially justified, Efforts were also made
in the past to negotiate with the owners so as to give them an opportunity
to sell the line at a reasonable price outside the contract. The company,
however, did not show interest in a negotiated deal.

Chaparmukh-Silghat Railway

This Railway is also being worked by the contiguous Northeast Frontier
Railway. For management, maintenance and working of the line, including
the use of rolling stock, the Northeast Frontier Railway retains 50 per cent
of the gross earnings and the balance is paid to the Company as its “Net
earnings”.

The last option to purchase this Railway fell due on 31st March, 1968.
The financial implications of the purchase were then examined. The net
income on purchase after taking irto account factors, such as “Net earnings”
to be retained by the Government (now payable to the Company), saving
on- account of management expenses, loss of income tax, etc., was anti-
cipated at Rs. 2.03 lakhs. The purchase price under the Agreement
worked out to Rs. 42.5 lakhs. The purchase was, therefore, estimated to
give a return of 4.7 per cent against the minimum return of 6.75 per cent
cequired for financially justifying an investment. Thus, the proposal to
purchase the line under the terms of the Agreement was not financially
justiied. The option was, therefore, not exercised. The next option will
fall due on 31st March, 1978.

Central Provinces Railway

This Railway is being worked and maintained by the Central Railway.
The Central Railway retains 45 per cent of the gross earnings and the
balance 55 per cent is paid to the Company as their “Net earnings”.

The last option to purchase this Railway fell due on 31st March, 1967
when the question of its purchase was considered in detail. .The purchase
price in terms of the Agreement worked out to about Rs. 113 lakhs. At
this price, the purchase would have yiclded a return of about 3} per cen:
per annum against the minimum return of 6.75 per cent required for
financially justifying a proposal. The option to purchase was, therefore.

_not. exercised. '

Efforts were also made to prrchase the line outside the terms of the
Agreement but the negotiations with the Company did not succea!

The next option to purchase will fall due on 31st March, 1977.
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Recommendation

“The Committee note that a loan amounting to Rs. 52 lakhs is still
outstanding from the individual who purchased an evacuee property at
Ambarnath, Government have allowed him to pay this amount upto 20th
October, 1976 in yearly instalments on certain terms and conditions, The
Committee would like to be informed whether the instalment payments
as agreed to are being paid by the individual in time. The Committee are
of the view that in any case the individual should not be aliowed further
extension in repaying the loan.”

[S. No. 10 (para. 1.60) of Appendix II to 94th Report (5th L.S.]

Action Taken

Shri Raj Nath who had purchased the property at Ambarnath had
_ requested for execution of a revised mortgage-deed whereby he would be
required to pay the whole amount in five instalments instead of seven ins-
taiments with the date of payment of instalments commencing from the
date of execution of the revised mortgage-deed. This request was con-
sidered in consultation with the Ministry of Finance and it was decided
that the revised mortgage-deed be executed, stiplating that the amount
due from Shri Raj-Nath as on 20-10-71, with interest, will be payable by
him in tive annual instalments commencing from 20-10-72.

2. The revised mortgage-deed was executed on 8-9-72 in consultation
with the Ministry of Law znd the Ministry of Finance. The amount due
from Shri Raj Nath as on 20-5-72, was worked out as Rs. 53,07,705
and accordingly shown in the mortgage-deed. Shri Raj Nath has since
paid the interest on that entire amount upto 20-10-1972, but the princi-
pal amount of the first instalment due on 20-10-72, is yet to be paid,
Shri Raj Nath, however, made a request for a deferment of the payment
of the first instaiment for a period of 6 months. This request of Shri Raj
Nath has been considered and the Ministry of Finance have advised that
since the purchaser has failed to pay up even the first instaiment due, the
- Department of Rehabilitation may examine, in consultation with the Law
Minis*ry, as to what. action can be taken against him. The matter has
been accordingly referred to the Ministry of Law for advice.

3. The recommendations of the P.A.C. that in any case Shri Raj
Nath should not be allowed further extension of time to repay the loan
hivz been noted by the Departmeat of Reh bilitation for due compli-
ance.

[Department of Expenditure O.M. No. F.12(42)-E(Coord.)|73 dated
7-12-1973]. —
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Recommendstion

“For the grants paid by the various Ministries, utilisation certificares
were outstanding as on 30th September, 1971 in 3077 cases involving &
total amount of Rs. 35.45 crores. Some of the cases date back to the
period as early as 1954-55. The Committee are particularly concerned
about a large number of utilisation certificates outstanding in respect of
the grants paid by the Ministries of Health & Fami:y Planning and Edu-
cation & Social Welfare. At the end of the September, 1971 utilisation
certificates were outstanding ni 1325 cases involving an amount of
Rs. 20.33 crores in the case of Ministry of Education & Social Welfure
and 1476 case involving an amount of Rs. 8.86 crores in the cases of
Ministry of Health & Family Planning. Though the number of outstand-
ing utilisation certificates has come down as compared with the position at
the end of September 1968. The committec feel that further efforts are
necessary to clear the ‘backlog of utilisation certificates. The committee
understand that a call is proposed to be created in the Ministries of Educa-
tion and Social Welfare and Health and Family Planning to speed up the
process of issuing certificates. On this Committee there should be a
representative of the Ministry of Finance. 'The Committee would like to
be informed of the progress made in this regard.” .

[S.No. 11 (para. 1.64) of the Appendix II to the Report (Sth Lok Sabha)}

Action taken

The observations of the Committee have been noted. The Ministry
of Finance have been continually reviewing the position of outstanding
utilisation certificates in respect of grants-in-aid sanctioned to autonomous
bodies by various administrative Ministries|Departments. The position
has been specially review with reference to utilisation certificates showm
as pending against various Ministries|Departments in para 40(b) of the
latest report of the C.&A.G. (Civil) for the year 1971-72 and the Finan-
cial Advisers associated with the Ministries| Departments have once
again heen requested to go through the list of outstanding cases pertain-
ing to their Ministries|Departments and make intensive studies of the.
cases which are pretty old and to make necessary efforts to clear the
back log. The Financial Advisers have already undertaken the reviews.
A statement showing position of the utilisation certificates pending
as on 30th September, 1972, since issued till the end of June, 1973 and
the balance pending as on 1-7-1973, to the extent the information has
been received so far in this Ministry, is enclosed (vide Annexure VI).

2. As regards utilisation certificates pending against the Ministry of
Education and the Ministry of Health & Family Planning, the Financial
Advisers rttached to these Ministries have taken up the pending cases
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with the Ministries concerned to clear the back log by taking appropriate
action. T'he Mmistry of Education have set up a special Cell for this
purpose and the matter regarding association of a representative of the
Finance Ministry with the Cell has also been taken up with that Ministry.
The Ministry of Health & Family Planning have not yct set up any
special Cell for this purpose. As and when such a Cell is constitutca bv
them, question of associating a representative of the Finance Ministry
with the. Cell will be taken up with them.

3. A statement showing the year-wise break-up of the utilisation cer-
tificates since issued upto June, 1973 and the balance pending as ob
1-7-1973 in respect of Department of Education is enclosed for the in-
formation of the Committee. (Vide Annexure IV). Similar statement in
respect of Department of Health is also enclosed (Vide Annexure V).
The position in respect of Department of Family Planning is being ascer-
tained. The Ministry of Finance will continue to endeavour to clear
arrears as carly as possible.

[Department of Expenditure F. No. 12(42)-E(Coord)|73, dt. 27-10-1973.}
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Recommendation

The Committee are not satisfied with the delays in completion of pro-
forma accounts by Government Undertakings of Commercial and quasi-
Commercial nature. Out of 34 such undertakings, proforma accounts for
the year 1970-71 had not been finalised by 27 undertakings till -January,
1972. The Committee were explained difficulties in the timely closing of
accounts in respect of the two undertakings under the Ministry of Finance.
The Committee desire that the other Ministries concerned should aiso look
into the reasons for delay in the compilation of the proforma accounts
of the undertakings under their control. In case the present time schedule
fixed for closing of the accounts is considered unrealistic, necessary steps
should be taken in consultation with the Comptroller and Auditor General
to revise the schedule. Omnce a realistic time schedule is fixed, no excuse

should be accepted for not adhering to it except in very exceptional
° circumstances.

[S. No. 12-Paragraph 1.71 of Appendix II to Ninety-Fourth chorf (Fifth
: o ' Lok Sabha)]

Action taken

The recommendations of the Committee have been brought to the notice
of the respective Ministries to take suitable action to expedite completion
of proforma accounts for the years 1970-71 and 1971-72 in regard to
Government Undertakings of Commercial and quasi-Commercial nature
under their administrative control. They have also been requested to
examine the feasibility of fixing a more realistic time schedule for closing
of these accounts in future, in consultation with the Comptroller and
Auditor General.

[Department of Economic Affairs, F. No. 8(29)-B/73, dt. 20.11.1973].
. Recommendation

The Committee are particularly unhappy that the proforma accounts
in respect of the Electricity Department, Laccadive, Minicoy, Amindtvi
Islands and the Ice-cum-freezing plant, Ernakulam have not been com-
piled since their inception in 1961 and 1967 respectively. It is unfortu-
nate that they have taken a long time to finalise the form of accounts. Now
that the forms have been finalised, the committee desire that the Proforma
Accounts should be compiled and furnished to the Audit without further
delay. -

[S. No. 13 (para 1.72) of Appendix II to 94th Report (5th Lok Sabha)]

Action taken

The Union Territory of Laccadives has since submitted the proforma
accounts from 1962-63 to 1971-72 and the same have been forwarded by
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this Ministry to the Accountant General, Kerala, Trivandrum vide letter
No. 16(21)/72-EL.I (EL. III), dated the 26th April, 1973. The
Accountant General, Kerala, has vetted the above position with the
remarks that the Electricity Department was declared as ‘Commercial’ with
effect from 1st April, 1961, and the Department has, however, prepared the
proforma accounts for the period 1962-63 upto 1971-72. The Electricity
Department has accepted the position. The preparation of the proforma
accounts for 1961-62 at this late stage may not be insisted upon. The
proforma accounts for 1972-73 is under preparation by the Local
Administration and its submission is being watched -by the Ministry.

After a decision was taken by the Ministry in consultation with the
Ministry of Finance and the Comptroller and Auditor General of India in
August, 1971 that the Ice-cum-freezing plant, Ernakulam need not be
declared as commercial but that proforma accounts should be maintained
for the purpose of broad financial assessment of the working of the scheme
in. consultation with Accountant Gentral Kerala, the Director Indo-
Norwegian Project, Ernakulam prepared a set of forms and sent the same
to the Accountant General Kerala, for approval in November 1971 (vide
Director, INP letter No. L|12-2|67-68/10005, dated.23rd November 1971)
and also sought certain clarification. Thc approval of the Accountant
General to the proposed forms together with his instructions regarding, pre-
paration of the proforma accounts were received in November, 1972. The
work of preparation of proforma accounts from 1967-68 has been taken
in hand by the Director, Integrated Fisheries Project. “The proforma
account for the year 1967-68 have since been prepared and audited by
Accountant General Kerala. The proforma accounts for the period from
1968-69 to 1972-73 have been completed and the fact intimated to the
Accountant General Kerala by the Director Integrated Fisheries Project,
Ernakulam for his audit scrutiny.

[Ministry of Agriculture O.M. No. 1-9|73-Budget, dt. 24-11-1973 and 7+
11/73-FY (B&A) dt. 17-11-1973]

Recommendation

“The Committee have been informed that the procedure of handling of
money by th: field staff of the National Savings Organisation has been
tightened up. The Committee hope that such cases will not recur.”

[S. No. 15 (Paragraph 1.76) of Appendix II to the Ninety—Fo{Irth Report
(Fifth Lok Sabha)] -

Action taken
The observations of the Committee have been noted.
[Department of Economic Affairs, F. No. (28)-B/73, dt. 14.11.1973].
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Recommendation

“The Committee find that during the period 1967-68 to 1969-70, in a
total nummber of 189 .cases, 7.365 million US dollars (Rs. 5.524 crores)
had to be refunded out of loans drawn from US AID owing to objections
raised by the AID authorities, It was explained during evidence by the
Finance Secretary that out of the total loan of 2,376 million US dollars
received over the period 195859 to 1969-70, refunds amounted to 9.233
million dollars which worked out to 0.388 per cent. While the Committee
appreciate that though as a percentage of the total amount invested, the
amount of refund is small, in their view that is no justification for the
failure to exercise proper care in importing stores, equipment etc., under the
programme. One case referred to in the Audit paragraph indicates that

reasonable care was not exercised in the importing and utilisation of equip-
ment material.”

[Sl. No. 16 (para 1.90) of Appendix II to-94th Report (Fifth Lok Sabha)]
Action taken

“Comments of the PAC have been brought to the notice of Iﬁiga‘tidn
and Power Ministry for their guidance.”

[Department of Economic Affairs, F. No. (28)-B/73, dt. 14.11.1973].

Recommendation

“In the case of four wagon tipplers imported for the Trombay Ferti-
lizer Project, the Dethi ‘C’ Thermal Power Station and the Barauni Power
Project, the question of long term utilisation of the equipment was not pro-
perly examined before placing the orders. The wagon tipplers procured
by Delhi ‘C’ Thermal Power Station and Barauni Power Project have not
generally been used since their import due to the Railway having changed
over from 4-wheeler wagons to 8-wheeler wagons for carrying coal.”

{S1. No. 17 (para 1.91) of Appendix II to 94th Report (Fifth Lok Sabha)]

Action taken

“Recommendations of the PAC have been brought to the notice of the
Ministry of Irrigation and Power and the Project Authorities. The con-
cerned authorities have been asked to utilise the Wagon Tipplers procured
by the Delhi ‘C’ Thermal Power Station and Barauni Power Project to the
maximum extent possible.”

{Department of Economic Affairs, F. No. 8(28)-B|73, dt. 14-11-1973].
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Recommendation

“In another case a refund had to be made as a part of the steel imported
by the Railways in 1964 remained under dispute with Port Trust Autho-
rities for a long time.  As a result it could not be utilised. The Committee

are surprised ;hat a dispute between the two Government Agencies could
not be settled for three years.” '

[Sl. No. 19 (Para 1.93) of Appendix II to 94th Report (Fifth Lok
Sabha)].
Action -taken

“Recommendation of the PAC has been brought to the potice of the
Ministry of Railways and the Ministry of Transport with the suggestion
that such delays should be avoided in future.”

[Department of Eeonomic Affairs F. No. 8(28)-B/73, dt. 14.11.1973]
Recommendation

“In the case of the equipment imported for Barapani Hydro Electric
Project, none of the five equipments could be utilised in the project due to
delays in their arrival. This shows that the placing of the orders for the
equipment had not been properly planned.”

(SL. No. 20 (para 1.94) of Appendix II to 94th .Report (Fifth Lok Sabha)]
Action taken

“Recommendations of PAC have been brought to the notice of the
Ministry of Irrigation and Power and the Project Authorities for their
guidance in future.”

[Department of Economic Affairs F. No. 8(28)-B/73, dt. 14.11.1973}

Recommendation °

“The Committee are surprised that such a large number of Audit
Objections and Inspection Reports involving substantial amounts should’
still be outstanding. Some of the Inspection Reports pertain to the period.
as far back as 1949-50. This is not a desirable state of affairs. Audit
Objections and Inspection Reports are meant to be dealt with promptly,
otherwise the very object of having udit and inspection is defeated. Every
effort should be made to clear audit objections still outstanding for the

perioé prior to 1966-67 before 31st March, 1974.” .
[S. No. 22 (para 1.101) of Appendix II to the 94th Report (5th Lok Sabha)T
Action taken

Every year, immediately on receipt of the Report of the C.& AG.
(Civil) which shows inter alia the number of audit objections and paras of
inspection reports outstanding apainst the Ministries/Departments, the



Ministry of Finance takes up the cases with the Ministries/Departments
concerned urging them to take effective steps for clearance of the out-
standing items and thereafter a watch is kept on the progress of their
clearance. The above observations of the Committee have been noted and
brought to the notice of all the Ministries/Departments who have been
also requested to take special steps to clear the objections, specially those
relaling to the period prior to.1966-67 before 31st March, 1974 and 1o
furnish to the Finance Ministry an interim report indicating the steps taken
or being taken to clear the arrears and the position as on 31st August,
1973 vide Finance Ministry’s O.M. No. F. 12(15)-E(Coord)/73, dated 2nd
June, 1973, (copy enclosed—Annexnre VII). The reports received so far
from the Ministries/Departments indicate that they have been taking action
to clear the outstanding objections, especially those relating to the period
prior to 1966-67. The steps taken/bemg taken by them inter alia
include:—

(i) setting up of ad hoc Committees wherever necessary comprising
representatives of Administration, Audit and Ministry of
Finance to examine and settle the more important and old
objections;

(ii) issuing special directions to the subordinate authorities at appro-
priate levels to take concrete efforts to ensure that the out-
standing audit objections and inspection reports pertaining to
the period upto 1966-67 are cleared by the target date;

(ili) having periodical discussions with the audit officers etc.; and

(iv) keeping a constant watch over the progress of clearance of the
outstanding items .by obtaining periodical reports.

It is expected that the above measures taken by the Ministries/Depart-
ments would lead to the settlement of a large number of outstanding audit
objections and inspection reports especially those pertaining to the period
prior to 1966-67. The Ministry of Finance cndeavour to keep a constant
watch over the progress in this regard.

[Department of Expenditure O.M. F. 12(42)-E(Coord)/73, dt. 27.10.1973]



ANNEXURE vl
No. F. 12(15)-E(Coord)/73 ‘

GOVERNMENT OF INDIA
MINISTRY OF FINANCE

(DEPARTMENT OF EXpENDITURE)
New Delhi, the 2nd June, 1973.

OFFICE MEMORANDUM

SuBJECT:—Report of ‘the Comptroller and Auditor General of India
(Civil) for the year 1971-72—Paras 47 and 48 regarding our-
standing audit objections and inspection reports, '

The undersigned is directed to invite a reference to paras 47 and 48 of
the report mentioned above regarding audit objections and inspection
reports shown as outstanding against various Ministries/Departments and
to say that the Public Accounts Committee while dealing with the position
of outstanding audit objections and inspection reports have observed in

their 94th report (5th Lok Sabha) relating to Ministry of Finance, as
follows:— j

“The Committee are surprised that such a large number of Audit
Objections and Inspection Reports involving substantial
amounts should still be outstanding. Some of the Inspection
Reports pertain to the period as far back as 1949-50. This is
not a desirable state of affairs. Audit Objections and Inspec-
tion Reports are meant to be dealt with promptly, otherwise the
very object of having audit and inspection is defeated. Every
effort should be made to clear audit objections still outstanding
for the period prior to 1966-67 before 31st March, 1974.”

As usual the Public Accounts Committee may review the position of
outstanding audit objections and inspection reports when they examine the
Ministry of Finance or the administrative Ministries. The Ministry of
Home Affairs etc. are requested to take special steps to clear the objections
especially those relating to the period prior to 1966-67. A brief indicating
the steps which are taken or being taken to clear the arrears with special
reference to those relating to the period prior to 1966-67 and the position

46
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as on 31st August, 1973 may kindly be furnished to this Ministry through
- their .Associated Financial Advisers by 15th September 1973, positively.

(SD.) (Y. L. RAJWADE),
Deputy Secretary to the Government of India.
To
All Ministries/Departments of the Government of India.
" No. F. 12(15)-E(Coord)/73

Copy forwarded ot all Finan ial Advisers in the Depa..ment of
Expenditure for information and necessary action.

(SD.) (Y. L. RAJWADE),
Deputv Secretary to the Government of India.

No. F. 12(15)-E(Coord)/73 - .

Copy forwarded to A & B Branch/Defence Division/B.P.E. for neces~
sary action in so far as the objections relate to them.

i
(SD.) (Y. L. RAJWADE),
Deputy Secretary to the Government of India

Recommendation

The Committee note that the Officer on Special Duty who was appointed
to make a comprehensive study of the working of the Narcotics Depart-
ment has submitted some important recommendations, most of which are
stated to have been accepted by Government. The-Committee desire that
an early decision should be taken on the remaining recommendations which
are still under consideration, particularly those relating to financial manage-
ment.

[S. No. 23 (Para 2.5) of Appendix II to 94th Report (Fifth Lok Sabha)]
Action taken

As stated in the written reply submitted to the Committee, most of the
recommendations of the Officer on Special Duty have been accepted and
implemented. As desired by the Committee, early action will be taken on
the pending recommendations including those relating to’ financial manage-
ment. However, in respect of those recommendations which have large
financial implications, the implementation will depend on the availability
‘of funds. .

[Department of Revenue and Insurance F. No. 658/1/72-Opium, dt.
18.12.1973]
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Recommendation

The Committee desire that steps should be taken to introduce early a
consolidated and comprehensive Narcotics Bill in Parliament,

[S. No. 24 (Para 2.6) of Appendix II to 94th Report (Fifth Lok Sabha)]
. Action taken

The Committee’s recommendation has been moted. However, it may
be stated that before the introduction of a consolidated and comprehensive
Narcotics Bill in Parliament, the excise laws framed by various State
Governments have to be taken into consideration and for this purpose it
will be necessary to have detailed discussions with the State Governments.
India has also to take into account the new international developments in
the field of narcotics i.e. the adoption of the Convention on Psychotropic
Substances by the Conference of Plenipotentiaries held in 1971. The
Government of India is considering the question of accession to the con-
vention, and if it accedes, we will have to incorporate appropriate provisions
in the Central Narcotics Bill to bring the psychotropic substances under
control.

[Department of Revenue and Insurance F. No. 658/1/72-Opium, dt.
18.12.1973]

Recommendations

2.31. Government decided in March, 1965 to set up a new alkaloids
project at the Opium Factory, Neemuch to utilise the process developed by
the National Chemical Laboratory (a Laboratory of the Council of Scientific
and Industrial Research). This decision, after 8 years, still remains un-
implemented. The delay that has occurred, as will be seen from the para-
graphs that follow, .is unjustifiable, this led to considerable. increasc.: in the
cost of the Project.

2.32. Due to faulty estimates originally prepared by the National
Chemical Laboratory and subsequent expansion of the scope of the project
and increase in prices, the estimated cost of the project was revised from
time to time. The estimate of Rs. 53.30 lakhs prepared by the National
Chemical Laboratory was revised by the National Industrial Development
Corporation (designers and consultants for the project) to Rs.- 105.81 lakhs
in May, 1969, Rs. 117.74 lakhs in January, 1970 and Rs. 164.09 lakhs in
September, 1971. ‘ .

2.33. The National Industrial Development Corporation who were
entrusted with designing of the project in January, 1966 took about 3 years
to complete most of designing work by December, 1968 and thereafter
another period of 13 years clapsed before the construction work com-
menced in October, 1970. The Committee find that lack of proper plan-
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ming in two aspects resulted in considerable loss of time. First, when the
‘Government approved the project in March, 1965, it was proposed to
produce only semi-refined morphine but after entrusting the designing to
NIDC, it was considered desirable to expand its.scope to the manufacture
of synthetic codeine and finished salts also, which gave rise to consideration
of issues regarding the marketability of products, export potentiality, profit-
ability etc. Secondly, after the designing work was mostly over by’
December, 1968 the question of conducting the pilot studies of the process
developed by the National Chemical Laboratory came for consideration and
it was decided in July, 1969 to use the equipment available with the IDPL,
Hyderabad for the purpose. The pilot studies took considerable time and
delayed the sanction for the approval of the execution of the project till
April, 1970. It is surprising why these two questions viz. expansion of
scope and pilot study of a new process were not considered before the
'Government approved the project in March, 1965.

{S. Nos. 25, 26 and 27 (Paras 2.31, 2.32 and 2.33) of Appendix II to 94th
Report (Fifth Lok Sabha)]

Action taken

Detailed reasons for unavoidable delay in the execution of the project
are already explained in Paras 2.12, 2.21, 2.22, 2.23, 2.24 and 2.25 of the
veport of the P.A.C. As regards various enhancements in the cost esti-
mates of the project, these too are fully explained in Paras 2.14, 2.15, 2.16,
2.17 and 2.18 of the report of the P.A.C. The position regarding.the
other points now raised is explained below:

It will be appropriate to mention that the Alkaloid Plant being set up
at Neemuch (M.P.) is of its own kind in the whole of India and is fairly
complicated. There is no other similar Alkaloid Plant in éxistence in the
coantry which could be taken as a model or guide. In this case the new- -
process for extraction of alkaloids has been developed indigenously by the
concerted efforts of the Scientists of the National Chemical Laboratory,
Poona in collaboration with the Departmental Chemists. Consequently,
the development of the process for the manufacture of semi-refined and
finished alkaloids and the preparation of the designs for the Plant and Equip-
ment has been a gradual process and improvements have been brought
about at each stage even during the actual construction work to make the
Plant more economical and efficient,

The original estimates of Rs. 53.30 lakhs for the Projéct were framed
prior to the preparation of stketches and drawings for ‘the buildings and
detailed engineering of the Plant and as such these estimates were of a
rough and preliminary nature. The sanction issued in April, 1965 should,



50

therefore, more appropriately be taken as sanction to commence work or
designing and various other preliminaries. After the finalisation of -the
preliminaries and the preparation of drawings/designs, the Project cost was
estimated to be Rs. 117.74 lakhs in January, 1970 and sanction for the
execution of the Project at this cost was “aocordingly issued in April, 1970.
Thus the sanction issued in April, 1970 should be taken to be the real
starting point for the construction of the Project. .

National Chemical Laboratory, Poona had originally given the process-
‘for-the extraction of Semi-refined Alkaloids only and sanction for setling
up of the Project on the basis of that .process was accordingly issued in.
April, 65. The intention was to commence work on the process which
was made available by the N.C.L. and simultaneously conduct studies for
finding out suital.l> orocess for preparation of finished alkaloids. =National
‘Chemical Laboratory Scientists, National Industrial Development Corpo-
ration Experts and Departmental Chemists accordingly subsequently
studied the various processes for the manufacture of finished alkaloids and'
finalised the process for finished alkaloids for adoption in the Alkaloid
Project, Neemuch. With the finalisation of process for finished alkaloids,
it was considered desirable to manufacture finished alkaloids also at
Necmuch instead of confining the scope of the Project to Semi-refined
Alkaloids only. Since the year 1965, the process for the manufacture
of finished alkaloids had not yet been developed/finalised, a decision for
the setting up of the finished alkaloids section could not be taken at that
stage and it had, therefore, to be incorporated subsequently after its finali-
sation.

National Chmical Laboratory, Poona had developed the process for
the manufacture of Semi-refined Alkaloids after conducting Laboratory
experiments on a scale of 5 kgs. of Opium. National Chemical Labo-
ratory were from the beginning emphatic that no Pilot Plant trials on a
“bigger scale were necessary as the repeated laboratory scale were necessary
as the repeated laboratory scale experiments had been conducted success-
fully and the process was considered by them as sound and workable.
However, subsequently when National Chemical Laboratory, Poona were
asked to give process guarantee, they linked it to the quantity of opium
used by them on a laboratory scale. The consultants too were unwilling
to give the process guarantee. It was, therefore, considered desirable
that before the Government committed themselves to the huge expenditure
on the Project, they must be reasonably assured that the process was sound
and was capable of being adopted on a commercial scale. It was in these
circumstances that the Pilot Plant studies had to be carried out in 1969
at the Indian Drugs & Pharmaceuticals, Hyderabad.

- rtment of Revenue and Insurance F. No. 658/1/72-Opium, dt.
(Depe ’ 18.12.1973}
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Recommendation

The Committee have been informed that the indigenous production of
opium alkaloids in the Government Alkaloid Works, Ghazipur has been
around 5,500 Kgs. per year of which Codeine and its salts account for
nearly 4,400 Kgs. For meeting the requirements of the Pharmaceutical
Industry in the country Government had to import 2,000 Kgs. of
Codeine Phos. in 1971 and 2,050 Kgs. in 1972. The Committee hope
that the capacity of the new Alkaloid Plant at Neemuch Factory will
be fully utilised not only to meet the internal requirements but also to
export the products, if feasible.

IS. No. 29 (Para 2.35) of Appendia II to 94th Report (Fifth Lok Sabha)};
Action taken

The recommendation of the Committee has been noted. Every effort
* will be made to fully utilise the capacity of the Alkaloid Plant at Neemuch
to meet the internal requirements and also to export the finished alkaloids.

[Department of Revenue & Insurance F.No. 658/1/72—Opium, dated
18-12-1973}

Recommendation

The Committee note that due to increased world demand, the produc-
tion of manufactured opium by the Factories at Ghazipur and Neemuch
has increased from year to year and that there is no underutilisation of
production facilities in the factories. To cope with increase in work, more
casual labour is employed on temporary basis during the peak season.
The Committee hope that efficiency of production and labour require-
ment will be kept under constant watch.

[S.No. 32 (Para 2.57) of Appendix II to 94th Report (Fifth Lok Sabha)}

Action taken

Efficiency of production and labour requirements are kept and will con-
tinue to be kept under constant watch.

[Department of Revenue & Insurance F. No. 658/1/72-Oplum, dated
18-12-1973]

Recommendation

It is stated.that with a view to reducing losses, precautions have been
taken to improve the stacking of bags of opium received from weighment
centres and to cover the floor with polythene sheets as far as possible.
The Committec desire that efforts shoild be made to reduce the time-lag
between the receipt of the bags and their reweighment in the factories.

[S.No. 33 (Para 2.58) of Appendix IT to 94th Report (Fifth Lok Sabha)}



52
Action taken

Efforts are always made to reduce the time lag between the receipt of
the bags and their reweighment in the factories and suitable orders in this
vegard have been issued. During the year 1973, the time lag was con-
siderably reduced.

‘[Department of Revenue & Insurance F.No. 658|1|72-Opium, dated
18-12-1973.]

Recommendation

The Committee note the steps taken by the Department in pursuance
-of the recommendations of the Opium Losses Enquiry Committee to im-
prove the overall efficiency of the working of the factories -and to reduce
storage and manufacturing losses of opium. But a few recommenda-
tions of the Committee which require large capital investment on major
alterations in the existing layout of the factories are still under study.
These recommendations relate to the storing of opium according to the
.consistance and morphine strength, transportation of opium from weigh-
ament centres to factory in aluminium alloy containers etc. The Committee
hope that early decision will be taken on these recommendations. The
Committee expect as a result of the measures already taken, the losses
to decrease substantially.

4S. No. 35 (Para 2.70) of Appendix II to 94th Report (Fifth 1.0k Sabha)]
Action taken

The practice of storing opium according to the consistency and mor-
phine strength was discontinued following Government’s acceptance of
cccommendation (No. 76) of the Officer on Special Duty.

As regards transporting opium from weighment centres to the factory
in aluminium alloy containers, a similar recommendation was made by
the Officer on Special Duty (Narcotics) who recommended the use of
metallic containers on an experimental basis at few centres. In pursuance
of this recommendation, the systém was given a trial but was not found
to be satisfactory because of the lack of storage facilities and the addi-
tional costs involved in transportation of empty containers from the
factory to the divisional offices.

As stated in the reply already submitted to the Committee, most of
the recommendations of the Opium Losses Committee have been accepted
and implemented. Barly decision will be taken on the pending recommen-

dations.

[Depattment of Revenue & Insurance F.No. 658/1]72-Opium, dated
18-12-1973.]
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Recommendation

On the -question of fixation of norms for the losses, the Opium Losses
Enquiry Committee expressed an opinion on the basis of weighted aver-
age that tentatively 1 per cent loss could be considered as normal both in
storage and during manufacture, pending evaluation of norms on more
scientific basis by the Department. The Opium Losses Enquiry Commit-
tec had also conducted experiments to ascertain the normal range of
variation in assay by sending samples to some international analysts
which showed the difference in assay results from 0.95° to 2.70°. The
matter is being studied further by Department. The Committee hope that
the Department will actively pursue the question of fixing norms for the
losses on a scientific basis. The Committee would like to be informed
about the outcome of the studies made by the Department.

{S.No. 36 (Para 2.71) of Appendix II of 94th Report (Fifth Lok Sabha)]

Action taken

One of the major reasons for losses in opium is the difference in results
of assay by chemists in order to determine the moisture content in the
same lot(s) of opium conducted from time to time. As mentioned in the
Committee’s report, opium samples sent to some international analysts
showed the difference in assay results from 0.95° to 2.70°. Thus the
difference in assay itself would show variations in losses to the extent of
0.95 per cent to 2.70 per cent, apart from losses due to sticky nature of
opium, This makes the question of fixation of norms for opium losses, a
complex problem. The Opium Losses Enquiry Committee in para 6.1.4
of their report have suggested that for this purpose the department should
draw but a place of experiments spread over the next few years. The
fixation of norms for opium losses will take some time, but the matter
will be actively pursued as suggested by the Committee,

(Approved by the Additional Secretary to the Government of India
€. No. 658|1/72-OPIUM

Recommendation

The Committee note that after examination of the losses by the Opium
Losses Enquiry Committee, certain old losses amounting to Rs. 95,52,419
have been written off and others are under examination. The Enquiry
Committee have pointed out that there are a few specific cases of losses
by theft. The Committee desire that these cases should be examined ex-
peditiously and necessary action taken against the persons concerned.

{S.No. 37 (Para. 2.72) of Appendix II to 94th Report (Fifth Lok Sabha)]
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Action taken

Whenever, there is a case of theft of opium, suitable action is taken.
There was a theft case in Mandsaur factory. The persons, suspected to-
have committed the theft were prosecuted by the police. However, the
suspected persons who were awarded various terms of imprisonment by
the trial court have been acquitted by the High Court,

[Department of Revenue & Insurance F.No. 658/1/72-Opium, dated
18-12-1973.}

Recommendation

The export of opium increased from 532 tonnes in 1960 te 907 ton-
nes in 1971. The export of 777 tonnes in 1970 constituted 91.6 per cent
of the total world exports of opium. With Turkey reportedly having
stopped opium poppy cultivation after the 1972 crop, India will be the
only country to export opium to other countries.

The profit of the factories increased from Rs, 255.84 lakhs in 1968-69
to Rs. 615.19 lakhs in 1971-72 without providing for the manufacturing
and storage losses. According to the Ministry, “though we do make some
profits by sale of opium, it is not our sole objective for producing
opium.” While the Committee appreciate this view, they hope that the
working results of the factories will continue to be improved by increas-
ing efficiency in production and reducing manufacturing storage losses.

[S.Nos. 40 & 41 (Paras. 2,93 & 2.94) of Appendix II to 94th Report
(Fifth Lok Sabha)}

Action taken

The Committee’s observation has been noted.

[Department of Revenue & Insurance F.No. 658|1/72-Opium, dated
' 18-12-1973.)

Recommendation

The Committee have been informed that in Ghazipur Factory there
were some lapses in regular annual verification of dead stock articles prior
to 1970. The Committee hope that the stock articles as well as general
stores and raw opium will be regularly done in the factory.

[S. No. 43 (Para 2.102) of Appendix II to 94th Report (Fifth .ok Sabha)}
Action taken *

Orders have been issued that verification of stock articles as well as
general stores and raw opium should be regularly done in Ghazipur
Factory. _

1De0 srtment of Revenue & Insurance F.No. 658|1/72-Opium, dated

1R-12-1972.¥



CHAPTER Il

RKECOMMENDATIONS|OBSERVATIONS WHICH THE COMMITTEE
DO NOT DESIRE TO PURSUE IN VIEW OF REPLIES OF
GOVERNMENT

Recommendation

The Committee understand that as a result of a review held in 1953
4t was decided by Government to muiitain a cash balance of Rs. 50 crores
‘with the Reserve Bank of India, having regard to the volume of trans-
-actions involved. In view of the fact that 20 years have elapsed since
then, the Committee consider that it is the time for Government to review
the position and examine the desirability of revising the requirement of
‘minimum cash balance on a realistic basis with due regard to the volume
of transactions at present. The Committee would like to be informed of
the result of the review. .

{S No. 6 (Para 1.37) of Appendix II to 94th Report (Fifth 1.0k Sabha).
Action taken

The adequacy of the present limit of Government’s minimum cash
‘balance with the Reserve Bank has been reviewed in consultation with the
Bank.

2. As explained in the note earlier submitted to the Committes (re-
produced on page 19 of their 94th Report) the arrangements with the
Reserve Bank provide for replenishment of Government cash balance to
bring it about the level of Rs. 50 crores, as and when it becomes neces-
sary, by issue of treasury bills in favour of the Bank. Every Friday or
even earlier, if necessary, the position of Government cash balance with
the Recerve Bank is reviewed in the light of Government’s immediate
commitments and ad hoc treasury bills in favour of the Bank are created
or cancelled so as to bring the cash balance to the required level. This
facility of automatic replenishment of their working balance enables the
Central Government to operate on a very fine balance.

3. In 1967 the Reserve Bank reviewed the levels of minimum balances
of State Governments in the light of the volume of their transactions
with the Bank and as a result the limits were raised from Rs. 3.94 crores
to Rs. 6.50 crores for all States (except J&K). The Reserve Bank have
now examined the position of Central Government's balance also by
applying the same criterion. They consider that the existing level of
Central Government's cash balance is far more comfortable than that

S 55
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fixed in the case of State Governments. This is because the ratio of
revenue end expenditure met from revenue of the Central Government
to States’ revenues and expenditures is much higher than the ratio of
Central and States’ minimum balances with the Reserve Bank.

Apart from this, Central Government’s revenues being pre-dominantly
derived from Central excise and customs and income and other direct
taxes, are subject to less fluctuations as between one month and another '
compared with State Governments’ revenue receipts. The Central Gov-
ernment, unlike the State Governments, also get substaniial credits
through investments in treasury bills, Small Savings instruments and
various other heads in the Public Account. These receipts are normally
sufficient to cover disbursements except of course periodical transfers to
States but such occasions are taken care of by issue of ad hocs in Reserve
Bank’s favour as mentioned earlier. - '

4, On the other hand, if the existing level of Central Government's
working balance with the Bank were raised, Government would, with-
out deriving any benefit, be required, to pay additional interest for main-
taining a higher level of balance through issue of ad-hoc treasury bills.

5. Government are therefore of the view, and this view is shared by
the Reserve Bank, that it is not necessary to raise the minimum balance
maintained by them with the Bank.

6. This has been seen by Audit.

[Department of Economic .Affairs F, No. 8(28)-B/73, Dated 14th
November, 1973].

Recommendation

The price of opium is linked with the average yield ver hectare ten-
dercd by the poppy cultivators, that is the higher the yield per hectare the”
higher the price per kilogram paid to the cuitivator. For the year 1972-73.
price payable to the cultivator for different slabs of average yiela per
hectare under this system ranges from Rs. 60 to Rs. 100 per kg. of raw
opium of the same consistance. The Committee desire that the feasibility
of introducing some other system should be examined in depth which
should not only provide incentive for tendering high average yield but
also remove discrimination ' in the price payab'e to the cu{tivators for
the same quality of opium.

[S. No. 31 (Para 2.48) of Appendix II to 94th Report (Fifth Lok Sabha)}
Actior taken

Ar regards evolving of a system which while providing incentive for
tendering  high average yield, would also remove discrimination in the
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price payable to the cultivators for the same variety of opium, it may be
stated that any incentive scheme for getting high yield will certainly dis-
tinguish between an efficient cultivator and another cultivator whose per-
formance has not been of the same standard. The present system has been
evolved after giving trial to other systems and has been found to be most
satisfactory. In fact for a sensitive item like opium, apart from extensive
preventive measures to prevent leakages, it is essential to have an in-
built incentive on the lines we now have so as to induce the cultivator, to
progressively increase his yield, and discourage him from diverting any
quantity to unauthorised channels. The system has also earned appreci-
ation in international forums. The United Nations Commission on Nar-
cotic Drugs in its report of the 23rd Session held in 1969 observed as:
uader:

“With regard to opium production, the Board (International Narcotics:
Control Board) had continued to emphasize the need for all-round tighten-
ing of control and had comended the practice in India, whereby incentive
payments were made to cultivators who produced o higher yield and
whereby licences were withdrawn if the yield was unsatisfactory.”

[Department of Revenue & Insurance F. No. 658|1]|72-Opium, dated
18-12-1972.}

Recommendation

The Committee desire that early decision should be takea on the ques-
tion of dispensing with the storage of opium in vats to avoid wastage.

[S. No. 34 (Para 2.59) of Appendix II to 94th Report (Fifth Lok
Sabha)].

Action taken

During 1973, efforts werc made in Neemuch factory to retain the opium
in bags instead of pouring it into vats, but it was found that due to pas-
sage of time and due to heat, opium stored in bags started oozing out due
to fermentation. Spillage of opium on storange, racks and on floors was.
also-noticed. 1t is therefore, considered advisable to retain far the present
the practice of storing opium in vats. The Narcotics Commissioner and
the Chief Chemist have bee requested to jointly go iato this matter further.

[Department of Revenue & Insurance F, No. 658/1/72-Opium, dated
18th December, 1973].



CHAPTER IV

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH
REPLIES HAVE NOT BEEN ACCEPTED BY COMMITTEE AND
WHICH REQUIRE RE-ITERATION '

Recommendation

In paragraph 5.24 of their 55th Report (1968-69) the Committee have
desired that in view of the substantial amount of guarantees given by Gov-
ernment and the contingent liability involved, it is but proper that Govern-
ment’s guaranteeing power is regulated by law as envisaged in Article 292
of the Constitution. In their reply, the Government stated that no real
advantage would be secured by prescribing statutory limits on guarantees.
The Committee would like the Government to re-examine whether it was
not possible to have a law providing for a flexible limit for guarantees and
for a retrospective regularisation of any amount exceeding the limit in
.appropriate cases. : )

[Sr. No, 8 (Para 1.58) of Appendix II to 94th Report (Fifth Lok
Sabha}.

Action taken

Broadly, guarantees given by the Central Government are for (i) repay-
ment of borrowings and payment of interest thereon from Banks, foreign
lending agencies, public sector financial institutions, etc. on behalf of the
‘Government companies, private companies, cooperative societies, ctc. (if)
payment against agreements for supply of materials, equipment, etc. on cre-
dit basis, etc. on behalf of Government companies, corporations, Railways,
‘Union Territories, State Governments local bodies, joint stock companies,
cooperative institutions, etc., and (iii). repayment of share capital and pay-
meat of minimum dividend. These guarantees are given from time to time
by the different Ministers /Departments and they fluctuate much and it is
difficult to lay lown a limit. For instance, guarantees given for the amount,
-of credit provided by Banks to the Food Corporation of India vary from
time to time—the maximum amount guaranteed to State Bank of India
for cash credit accommodation to Food Corporation of India as on 31st
December, 1970 was Rs. 50 crores and it became Rs. 110 crores as on
31st December, 1971. In view of the wide variations, the ceiling, if it has
to be fixed, will have to be at a very high level. Keeping the limits at
every low level will create obvious difficulties in the matter of giving guaran-
tees. If, however, the limits are kept at a very high level, it is extremcly
doubtful whether they would serve any useful or practical purpose.

58 - y i



59

The policy in the matter of giving guarantees has, by and Iafge beea
acstrictive. In fact the more important aspect of the powcr to give guaran-
4ees is to sec that it is used discriminatingly and after ensuring that Govern-
:ment’s intcrests are duly safeguarded. To ensure this, it has been provided
in the instructions, inttr alia, that the decision to give a purantee should
tbe taken at a sufficiently high level. 1In so far as public sector institutions
are concerned, individual cases involving less than Rs. 50 lakhs are to be
decided at Joint Secretary’s lcvel and those in cxcess of that limit at Secre-
tary’s level. 1n the case of guarantees to private institutions, the approval
of the: Minister is to be taken and for amounts exceeding Rs. 10 lakhs,
the approval of the Cabinet is to be takcn.

It may be mentioned here that €~ guarantees involve only a contingent
Tliability. The occasions on which Government was called upon to make
‘payments in terms of these guarantces have been very few and the amounts
involved also small.

In view of the foregoing considerations, a statutory control over guaran-
‘tees has not been considered. feasible,

[Department of Economic Aﬁalrs F. No. 8(28) B/73 dt. 17th De-
cember, 1973].

Recommendation

Although the area brought under poppy cultivation is increasing, the
average yield of opium per hectare is decreasing inspite of the various
incentives given to the cultivators for higher yiclds. The cultivated area
increased from 12,072 hectares in 1965-66 to 47,315 hectares in 1971-72,
but the average yield of opium (70C°) per hectare decreased from 36.11
kg. to 26.77 kg. According to the Ministry, the contingency of the exports
or the internal requircments being seriously affected by decline in produc-
tion duc to fall in cultivated area cannot be ruled out in future as the
area actually cultivated and the yield obtained depend on availability of
irrigation facilities and weather conditions. The Committee note that the
Indian Council of Agricultural Research have drawn up a scheme ot 5
years duration with effect from April, 1971 for agricultural research on
poppy crop aiming at (a) improving the morphine content (b) increasing
the yield of opium by breading suitable wvarieties of seed, (c) conducting
agronomical research which would give maximum yield of opium per hectare
(d) developing more efficient methods of lancing.and collection and (e) study-
ing various diseases affecting poppy in order to formulate suitable control
measures including breading of disease resistant varieties, The Committee
‘hope that the research efforts on poppy crop will be intensified and parti-
cular attention will be paid to areas like Uttar Pradesh where the average
wield per hectare is considerably low. The Department should make
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efforts to ensure that the area brought under cultivation does not fall short
of the planned area. ) '

[S. No. 30 (Para 2.47) of Appendix II to 94th Report (Fifth Lok
Sabha)].

Action tsken

The main reason for fall in average yield is that when the area under
poppy cultivation is increased, some new cultivators who lack the ex-
pertise of the traditional cultivators, and new tracts which arc now- as pro-
ductive as the regular tracts are licensed, and ag a result, there is a fall in
the average yield when the area under cultivation is increased.

Apart from the research undertaken by the Indian Council of Agricul-
tural Research, research is also being conducted by th eAgricultural Uni-
versity, Udaipur (Rajasthan), Agricultural College, Gwalior (Madhya Pra-
desh), Jawaharlal Nehru Agricultural University, Jabalpur Madhya
. Pradesh) and the Government Opium & Alkalaid Works, Ghazipur, Uttar
Pradesh.

[Department of Revenue & Insurance F. No. 658[1]72:Opim, dt.
18th December, 1973].



CHAPTER V A

RECOMMENDATIONS/OPERATIONS IN RESPECT OF WHICH
GOERNTMENT HAVE FURNISHED INTERIM REPLIES

Recommendation

“The Committee note with concern that District Organiser in the Na-
tional Savings Organisation in Uttar Pradesh Committed a fraud in issuing
National Plan Savings/Naticnal Defcace Certificates involving an amount
of Rs. 5.58 lakhs. The organiser received the amount from different parties .
but did not issue the proper certificates. In some cases he actually obtain-
ed certificates from Post Office but issued forged ones to the parties con-
cerned and the original certificates to some other parties by suitably alter-
ing the entries. On the parties instituting civil suits for recovery of the
amount from Government, it was decided to issue ante-dated certificates to
them. The frauds committed by the organiser are stated to be under
investigation by the Special Police Establishment. The Committee fiind
that the Organiser has been distributing fraudulent certificates over a long
period from 1962 to 1967. The Committe feel that a thorough investi-
gation should be made, if not, already done, of all the certificates sold
through th said Organiser. The Committee would like to be informed about
the progress of investigation within six months.”

[S. No. 14 (Paragraph 1.75) of Appendix II to the Ninety-Fourth
Report (Fifth Lok Sabha)].

Action taken

The District Organiser involved in all these rtansactions has been under
suspension since 5th January, 1968. The frauds committed by him were
reported to the Special Police Establishment who investigated them.
Cases have since been filed against the D.O. in the Court. All the receipt
books issued to the said Organiser prior to his suspension were seized by
the C.B.I. authorities and are at present in their custody. On our request
they have now agreed to make available these receipt books for examina-
tion. Thorough investigation on this basis is being taken in hand but
this will take some time. Steps will be taken to complete this investiga-
tion expeditiously and a further report will be submitted to the P.A.C. soon.

[Department of Economic Affairs F. No. 8 (28)-B/73, dt. 14th
November, 1973].

61
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Recommendation

“In the case of the tippler ordered by the Trombay Fertilizer Product,
there is nothing on record to. show if the relative merits of transportation
of the material by rail and by road had been examined before deciding
to place the order for a tippler. It was only when.the material arrived
in 1965, that the project authorities came to know that the Railways
would charge the rate for a minimum distance of 40 kilometres and not
the actual distance which was much less. Because of this the road trans-
portation was found to be cheaper. The conclusion, it seems to the Com-
mittee, is obvious that a proper study had not been made of the comparative
cost of transportation of the material by rail and by road. The Com-
mittee consider that the responsibility should be already fixed for the failure
to do something which obviously needed doing.” ‘

[Sl. No. 18 (Para 1.92) of Appendix If to 94th Report (Fifth Lok
Sabha)].

Action taken

“Recommendations of the PAC have been communicated to the Minis-
try of Petroleum and Chemicals with the request that they may fix the
responsibility for the failure to make a proper study of the comparative
cost of transporation of the material by rail and road. The Miniétry of
Petroleum and Chemicals have been asked to report action taken to the
PAC.”

[Departmcnt of Economic Affairs F. No. 8 (28)-B/73, dt. 14th Nov-
ember, 1973].

Recommendation

“Copper imported by MMTC under the economic development pro-
gramme was diverted to the Ordnance Factorjes, although they had' suffi-
clent free stock of copper to meet the defence requirements. The MMTC
should surely have been aware of the purpose for which the material had
been imported. ‘The Committee would like the reasons for this failuse to
be gome into with care.”

[S!. No. 21 (Para 1.95) of Appendix IT to 94th Report_(Fifth Lok
Ssbha)]

Action taken s
“We had submitted to the PAC carlier that the qucstlon of ﬁxmg res-
ponslblhty had ﬁeen gone into earlier and after examination of the' facts
it was decided that it would be difficult to hold any body in particular res-
ponsfble for this lapse vide our letter No. F. 40(17)-ECA(A)/70 Vol. 1



63

dated 13th March, 1973. However, the recommendations have been comi-
municated to the Ministry of Industrial Development for further action
in the matter and to report results to the P.A.C.”

[Department of Economic Affairs F. No. 8(28)B/73 dt. 14th Nov-
- ' ’ ember, 1973]. -

Recommendation

The project which was sanctioned in April, 1970 was started in Octo-
ber, 1970 and was expected to be completed by July, 1972, Whilc there
wds no appreciable delay in compietion of civil work. fabrication of the
plant by the Bharat Heavy Plate and Vessels Limited (turn-key contractors
for. fabrication, supply, installation and commissioning. of thc plant and
equipment) has been delayed due to difficulties in supply of stainless steel
flanges and structural steel sections. The Committee have becn informed
that the erection/commissioning of the plant may not be completed before
August, 1973, The Committee hopc that the commissioning of the plant
will nof be further delayed. The Committec would likc to be informed
about the commissioning of the plant and the actual cost of the project.

[S. No. 28 (Para 2.34) of Appendix II to 94th Report (Fifth Lok
. Sabha)].

Action taken

The Government are making every possible effort to complete the Pro-
ject as quickly as possible. It is, however, regretted that Bharat Heavy
- . Plate and Vessels have not been in a position to complete the Project by
August, 73. In March 73, BHPV submitted a revised schedule post-
poning the completion date of the Project to January, 1974 attributing
delay mainly to the following reasons:—

(i) Non-availability of the Structural Steel due to 'lt'§ "paiucfty withiny
the country; .

(i) revision in the drawings for Plant & Equipment by the N.L.D.C.
at the time of preparation of detailed fabrication drawings
for execution mainly to incorporate imgroyements in the origi-
nal drawings; .

(iii) agitation in Andhra Pradesh towards the close of 1972 and the
beginning of 1973; and
(iv) the cut imposed by the State Eléctricity Board in the Power
supply affecting their production.
_ Frequent revisions in the time schedule were brought to the notice of
the Secretary, Ministry of Heavy Industry who took keen interest in the
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matter. Consequently Ministry of Heavy Industry convened a mecting of
the representative of the Bharat Heavy Plate & Vesselg (turn-key contrac-
tors), National Industrial Development Corporation (the consultants) and
Project Authorities in June, 1973 in which various activities relating to
the Project were discussed. Subsequent to this meeting, Secretary Ministry
nf Heavy Industry assured that BHPV were making every effort to com-
mission the Project by January, 1974. He also mentioned that they had
asked the BHPV to prepare a CPM Chart envisaging completion/com-
mission of the Project by January, 1974 and that the Management Infor-
mation System proposed to be set up in that Ministry would be used to
monitor the Project as soon as that system was established. »

Ministry of Heavy Industry have again informed us in September,
1973 that their Secretary has reviewed the progress of the Project with
the Managing Director and other officers of the BHPV on 14th September,
1973 and that they have advised BHPV to complete the work by January,
1974. However, there have been slippages in the January, 1974 schedule
and it is hoped that the Project may be completed by about the middle
of 1974. I |

Fabrication of Steel Structures and Vessels has almost been completed.
The work of erection of Steel Structures and Vessels thereon is currently
in full swing and substantial progress has becn made in this respect. About
95 per cent of the total electrical materials required has been received at the
site and electrical installation work to the extent of 70 per cent is reported
to have been completed- Most of the Instrumentation Equipment has also
reached the site but the actual installation of instruments has not yet
commenced. The air-conditioning and refrigeration equipment is expected
to reach the site by March, 1974 and its installation is expected to take
another 2 months thereafter.

The Public Accounts Committee would be informed of the comple-
tion of the "Project and the actual cost incurred on it as soon as the Pro-
ject is completed.

[Department of Revenue & Insurance F. No. 658|1|72-Opium, dt.
Vo . 18th December, 1973].

»
v

Recommendation

Even though the Commercial Accounting has been introduced in the
opium factories from 1st April, 1970, the accounts of the factories continue
to be maintained on a single entry basis. The Committee desire that ac-
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counting procedure and the department mapual may be firalised expedi-
tiously in consultation with the Comptroller and Auditor General,

[S. No. 38 (Para 2.78) of Appendix Il to 94th Report (Fifth Lok
Sabha)].

Action taken

The depaftmental manual containing the accounting procedure has
already been sent to the Comptroller and Auditor General for advice.
“The Government's decision will be taken on receipt of advice of the Comp-
troller and Auditor General.

[Department of Revenue & Insurance F. No. 658|1|72-Opium, dt.
18th December, 1973].

Recommendation

The Committee find that, even after the introduction of a uniform
system of accounting with effect from 1st April, 1970 in the Opium
‘Puctories, -Ghazipur and Neemuch, the productioh losses in the Ghazipur
Factory are still not adjusted in the production account till the write off
sancticq is received, whereas in the Neemuch Factory abkari losses are
adjusted in the production account. The Committee hope that under the
new procedure which is stated to be under consideration, a uniform
cost accounting system will be followed by the two factories to enable the
Department to make a comparative study of the respective cost of their
production and effect necessary economies. The Committee desire that
the new procedure should be finalised expeditiously.

[S. No. 39 (Para 2.86) of Appendix II to 94th Report (Fifth Lok
Sabha)].

Action t!ken

As explained in the action taken statement with regard to Public Ac-
counts Committee Recommendation No, 38, the Departmental manual
containing the accounting procedure has been sent to the Comptraller and
Auditor General. After the receipt of the advice of the Comptroller and
Auditor General and the Government’s approval thereon, a waniform ac- .
counting procedure. will be followed in the two factories.

[Department of Revenue & Insurance F. No. 658/1/72-Opium, dt.
18th December, 1973].
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Recommendation .
The Committee note that no minimum, maximum and re-ordering level’

of sundry stores has been fixed by the Opium Factory, Ghazipur so far..
The Committee desire that the limit should be fixed early.

[S. No. 42 (Para 2.101) of Appendix II to 94th Report (Fifth Lok
’ Sabha)]..
Action taken '

The need for sundry stores varies according to variation in receipt ot
quantity of opium in Ghazipur Factory from the growing areas. A for-
mula has been evolved according to which the maximum level of sundry
stores fixed is the average of three year’s actual consumption plus fifty.
per cent. The fixation of the minimum and re-ordering level of stocks:
of different items of the sundry stores is under consideration.

[Department of Revenue & Insurance F. No. 658|1|72-Opium, dt.
4th December, 1973]

NEw DELHI; JYOTIRMOY BOSU,
April 27, 1974 ' Chairman

Vaisakha 7, 1896 (S) Public Accounts Committee:
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2.14 of Report). Even the estimate of Rs. 117.74 lakhs sanctioned in
April, T970 was revised to Rs. 164.09 lakhs in September, 1971, The
Committee would therefore stress that as far as possible, the estimates
proposed at the time of the sanction of projects should be realistic and
take into account all important aspects so that the final expenditure does
not turn to be excessive. The Committee deprecate the tendericy to have
" projects first sanctioned on low estimates and then g0 on revising the cost
upwards. The officers responsible for this should be brought to book.
The Comnittec would like to bz informed of the actual expenditure oa
‘the project under consideration.

The Committee had pointed out that one of the factors contributing
. tosJack- of planning of the project was thi4 after most of the ‘design work
was completed, it was decided to undertake pilot studies of the precess
‘developed by the National Chemicai Laboratory whicR took® considerable
time.  In their reply, the Ministry have stated that pilot stodies were
not carried out earlier as the National Chemical Laboratory were emphatic
that no pilot plant trials were necessary. It was only when the NCL
and the consultants were unwilling to give the process guar.ntee that it
-was considered desirable fhat before the Government committed them-
selves to the huge expenditure on the project, they must: be reasonably
-assured -that the process was sound and capable of being adopted ot a
“comMercial scAle. The Committee feel that in view of the risk involved
on: exploitation of a new process commercially, the Ministry should have
assured themselves of the proven soundness of the process through pilot
studies, before sanctioning expenditure in April, 196 )
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