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INTRODUCTION

I, the Chairman of the Public Accounts Committee as authorised
by the Committee, do present on their behalf this Hundred and
Thirty-Third Report on paragraphs 26 and 32 of the Report of the
.Comptroller and Auditor General of India for the year 1980-81,
'Union Government (P&T) relating to “Local Printing of Inland
Letter Cards” and “Censtruction of Staff Quarters at Annanagar”,
respectively. —

2. The Report of the Comptroller and Auditor General of India
for the year 1980-81, Union Government (P&T) was laid on the
Table of the House on 23 April, 1982

3. In this Report the Committee have highlighted several irregu-
larities in the local printing of Inland Letter Cards of which a huge
stock of 3,06 crores worth Rs. 1639 lakhs was lying unsold in the
Postal Circle of PM.G., U.P. in October, 1981. In this case, not only
the lowest tender was disregarded resulting in extra expenditure of
Rs. 8.86 lakhs but the Inland Letter Cards were printed on inferior
paper resulting in huge accumulation. The Committee has observed
that it is the duty of a vigilant administration to initiate remedial
action on irregularities of the nature pointed out by Audit in this.
case as soon as these are brought to notice rather than wait for the
Committee’s examination to be over. In another case, i.e. construc-
tion of staff quarters at Annanagar, the Committee’s examination
has revealed a number of disquieting features. The plot of land for
the staff quarters was purchased at an exorbitant rate of about
Rs. 0.90 lakh per acre as against the rate of Rs. 0.18 lakh per acre
at which Jand was acquired by the Govgrnment of Madras in a
nearby area, resulting in an extra expenditure of Rs. 18 lakhs. The
deal was finalized with a private parfy directly ihstead of going
through the normal process of land acquisition. The Committee has
recommended that an inter-ministerial enquiry should be institutea
to ascertain why the prescribed procedure was not followed by the
P&T Department as well as by other Centrag_govemment Depart-

ments which also purchased land from the same party.
T

4. The Public Accounts Committee (1882-83) examined the above
paragraphs at their sittings held on 11 and 12 November, 1982. The

)




(vi)

Committee considered and finalised this Report at'their sitting held
on 18 March, 1983. The Minutes of sittings of the Committee form
Part II* of the Report.

5. A statement containing conclusions and recommendations of
the Committee is appended to this Report (Appendix I)." For fa-
' ¢ility of reference these have been printed in thick type in the body
of the Report.

6. The Committee place on record their appreciation of the assis'-
tance rendered to them in the examination of these paragraphs by
the Office of the Comptroller and Auditor General of India.

7. The Committee would also like to express their thanks to the
officers of the Ministry of Communications (P&T Department) for
the cooperation extended by them in giving information to the
Committee. ‘

AS

New DELnI; SATISH AGARWAL,
March 22, 1983 . Chairman,
. Chaitrg 1, 1905 (S) Public Accounts Committee.

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




REPORT
CHAPTER I
Local Printing of Tnland Letier Cards
Audit Paragraph P A

1.1 Due to a strike (January to May 1978) in Security Press,
Nasik, the Press was not in rpm to meet fully the require-
ment of inland letter cards (ILCs) of the post offices. The Director
General, Posts and Telegraphs (DGPT) therefore, decided (March
1979) to permit each Head of Postal Circle to get blank ILC forms

‘to the extent actually required, not exceeding 10 lakhs, printed
locally. The guidelines in this regard issued by the DGPT, stipu-
lated inter alig, that (i) the circles were to assess their requirements
properly, (i) the cost of ILCs was not to exceed _anahe—each and
(iii) the quality of paper to be used for the ILCs, its dimensions
and patterns werc to conform to the one printed by the Security
Press, Nasik,

1.2 Pursuant te the above decision, the Postmaster General,
Uttar Pradesh (PMG, U.P.) invited tenders for 10 lakh ILCs. The
tenders were opened on 16th March 1979 and a rate of Rs. 498,940
per 10 lakh cards quoted by firm ‘A’ was found to be the lowest.
The PMG asked firm ‘A’ on 19th March 1879 to-furnish the sample
of paper to be used together with its size, weight and colour al-
though the notice inviting tender (NIT) provided that the paper to
be used shoul_tj_he_thgg;me as per the ILCs available at Post Office
counters, This course of Taction  was objected to by the Internal
Finance Wing of the PMG, who then decided (April 1979) to issue

a fresh NIT.

13 On 18th April 1979, fresh tenders were invited and the
tenderers were asked to enclose a sample of the paper to be used and
also to put gum on the small flap of the ILC. The tender of firm ‘B’
though not the lowest, was accepted keeping in view the quality of
the paper to be used by that firm and an order was placed (May
1979) for printing 10 lakh ILCs at a cost of Rs. 51,500. No formal
agreement to safeguard the interest of the Department was signed
with the firm. The supply was to be completed by 3rd July 1979.
In June 1879, firm ‘B’ approached the PMG for permission to use
paper of a slightly- different colour, which was stated to be of better
quality than the approved sample. This proposal of firm ‘B’ was
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accepted in June 1879 by the Director, Postal Circle and the fact was
later_also brought to the notice of the PMG in July 1979. Agiinst
the scheduled date (3rd July 1979) of supply of the material, the firm
completed it by 7th August 19M. No penalty was imposed on the

firm for delayed supply even though clause 12 of the NIT contained
a provision ‘o this effect.

1.4 In the meantime, the DGPT further authorised (July 1879)
the Heads of Postal Circle to enter into contracts for the production
of blank ILCs locally in 107980 and to get two months require-
ments after making proper sesessment. U.P. Circle then assessed its
two months requirements at 11.44 crore of ILCs. This assessment was
on the high side as would be evident from the following:

—As against the assessment of 11.44 crore ILCs as two months
requirements, the total sale of the ILCs for the whole
year varied from 3.29 crores to 5.77 creres during 1977-78
to 1979-80.

—The requirement intimated by the Dehra Dun Head Post
Office alone was for 20 crore ILCs for 4 months, while
that of the whole circle except Dehra Dun Head Post
Office was.2.65 crores for 4 months. This obvious mistake
remained undetected.

—On the PMG, UP. intimating requirement of 22.87 crore
ILCs, the Controller of Stamps Stores (CSS), Nasik
informed him (February 1980) that the total requirement
of ILCs for the whole¢ country for one year including 3
months reserve, as intimated by the DGPT was 125
crores, but the requirement for the U.P. Circle alone was
assessed at 22.87 crore ILCs for 4 months only.

—The iotal revenue of U.P. Circle under the head “sale of
stamps” which included post ¢ards, 1LCs, enevelopes and
postage used for registered letters and parcels during the
years 1977-78, 1873-79 and 1978-80 .was Rs, 1150 crores,
"'Rs. 13.26 crores and Rs. 13.14 crores respecmhe
assessed requirement of 2287 crores ILCg of the UP.
Circle for 4 months was taken as realistic, the revenue
earned from the sale of TLCs alone would work out to be
moreé than the total annual revenue earned by the sale of
all items covered under “sale of stamps”.

1.5 Having incorrectly assessed the requirement, the. PMG, UP.
Circle issued a NIT in October 1978 for manufacture and supply of
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10 crore ILCs. Out of 8§ tenders, received by 16th November 1979,
the lowest quotation was frem firm ‘H’ which had quoted the rate
of 38.50 per 1000 ILCs. For evaluation of the offers, the Purchese
Commitiee censtituted in December 1970 held two sittings, first in
the beginning of January 1980 and the second in the middle of
January 1980. In the minutes of the second sitting of this Commit-
tee, it was stated that the sample of the lowest rate was being sent
to Government of India Press, Aligarh for getting the guality
- checked. No quality test was however done. Meanwhile the PMG,

U.P. circle had already placed orders for supply of 3 crere ILCs
during the period from August 1979 to November 1879 on firm ‘B’
which had earlier supplied 10 lakh ILCs in August 1979. The firm
was asked to supply 3 crore ILCs without inviting tenders and also
without formal agreement. As nothing came out of the delibera-
tions of the Purchase Committee, a further order for printing of 4
crore 1LCs, was placed in March 1980 on the same firm ‘B’ again
without any formal agreement. The supplies of the ILCs were paid
for at the rate of Rs. 51.50 per 1000 against the lowest rate of 39.50
per 1000 received against the tender floated in October 1879. Total
difference in cost of 7.10 crore ILCs was Rs. 8.86 lakhs. In June 1080,
by which time the U.P. circle had received complete supplies
against their order of 7.10 crore of ILCs and also since the strike in
Security Printing Press, Nasik was called off, the PMG decided to
treat the tenders called in Octoker 1979 as cancelled.

1.6 It was further observed that the U.P. circle had come to
know in January 1980 that the Security Press, Nasik had resumed
supply of postal stationery, neverthelss, order for 4 crore ILCs was
placed on firm ‘B’ in March..1980. From the stock so received, 3.06
crore ILCs were still lying unsold with the U.P. circle (July 1980).
The Department stated (October 1881) that the public was reluctant
to purchase these ILCs due to their poor quality and that the
expenditure-of Rs, 16.39 lakhs incurred in getting 3.08.crore ILCs
printed locally in excess of actual requirement was infructuous.

1.7 In November 1980, a Member of Parliament brought to the
notice of the Minister of Communications that the local printing of
ILCs was sub-standard, the quality of paper was poor and that
there was no gum on the flaps. The matter was examined and the
PMG. Lucknow found that the paper used by the firm B’ was
inferior to the one used by the Security Press, Nasik. He further
informed the DGPT that since the local printer had no mechanical
device for gumming the flaps of the ILCs, this condition was not
ingisted upon.
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18 The Department stated (October 1981) that “the supplies
from Security Press,  Nasik were not very regular . . . It was,
therefore, not advisable to depend wholly on the supplies from
Nasik. As such placing of orders was contihued . . . The stock has
been lying only due to non-availability of 25 paise Postage
stamps . . . These stocks cannot be taken as a loss to the Govern-
ment as they are serving the purpose of reserve stock and would be
used after affixing 25 paise stamps . . . Some of the postmasters did
return blank Inland Letter cards . . . This was because fresh sup-
‘plies of Inland Letter Cards started coming from Nasik and affixing
-of 25 paise stamps would involve extra labour.”

1.9 Summing up—The following points emerge:—

~—Orders for manufacture and supply of 7.10 crore ILCs
(costing Rs. 38.02 lakhs) were placed on firm ‘B’ in 1978-
80 without taking a decision on the tenders invited in
October 1979 and without entering into any formal agree-

ment with firm ‘B’. )

—The difference between the cost at which 7.10 crore ILCs
were got printed from firm ‘B’ and the cost according to
the lowest quotation in the tenders (October 1879) which
remained under consideration of the Department was

Rs. 8.86 lakhs.

—The quality of paper used by firm ‘B’ was inferior as com-
pared to the one used by Security Press, Nasik.

--3.08 crore ILCs of inferior quality worth Rs. 16.39 lakhs
were still lying unsold in the Postal Circle of PMG. UP

(October 1981) since July 1980.

—This requizement was not scaled down even when the CSS
Nasik pnformed the PMG in January 1980 that the
requirement of U.P. circle was oh high side. On the con-
trary, orders for additional 4 crore ILCs were placed in

March 1980.
[Paragraph 28 of the Report of the Comptroller and Auditor

General of of India for the year 1980-81, Union Govern-
ment (P&T)]

1.10 The Committee enquired about the system in the Depart-
ment with regard to the provisioning. identing and execution of
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«orders and stocking of ILCs or envelopes. Secretary, Ministry of
" Communications stated in evidence:

“We are normally not required to purchase them from outside,
but get them through indents placed on the India Security
Press, Nasik. I am sorry these purchasey are gomewhat
EBH:'EEL mmmwgum These
purchases were made as exceptional cases, because thanks
to a strike which took place in that Press, there was
acute shortage practically all oyver India in the matter of
ILCs. When we could not get them printed from outside
we had to live with the shortage. For inland card, except
for the stamped portion of the ILC, we could get the rest
of it printed from outside to meet the shortage because
there wag criticism in Parliament. The inland letters
have been very popular with the public over the years.
In the case of ILC we resorted to purchase them with
the help of tenders from outside, though some amount of
the purchases were made.oh repeat order basis without
calling for fresh tenders. As a deviation from the normal
procedure, in view of the acute and critical ghortage, we
had reason to believe that this will not continue for long
though it continued for several months.”

1.11 Asked whether, in normal times Security Press, Nasik, was
in a.position to meet requirement of the Department in full the
witness replied: .

“They have several operational problems...... There is an
inter-ministerial Committee where this was discussed.
They can produce more if they spend more on overtime
to the workers but there is a limit to it. So even without
g_strike they could not meet our demand. Because the
machine capacity .was lmited, they had to pay overtime

“‘allowance to the workers to make them work longer
hours, to meet our demands, though not fully. Even
without overtime expenditure. because of the limitation

of overtime expenditure they could not meet our demands.”

1.12 Asked about the system of mssessing the annual requirements
of ILCs for the entire country, the representative of the Department
replied: '

“For that, we have a system of annual forecast. .We submit
it to the Nasik Press in advance in e in_September (for the
next year beginning from 1 April....%. Their capacity was
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far less than the requirement of the country 8g a whole:
because their machiriery had become old. They had not
been able to increase the capacity.”

The witness added:

“They (India Security Press, Nasik) are not in a position to
cater to the entire requirements because of accommodation
and other factors. But we are in the process of taking
over the stocking and distribution.”

1.13 Clarifying further, the Secretary, Ministry of Communications
stated: )

“We are taking it over ourselves. It wil] funection under the
Post Master General because we felt that compluints were
coming from practically all circles. This was not an im-
portant part of their business; they are discharging it as
an agency on our behalf because these were to.be stocked
there. They had to distribute to different Post Offices.
The Rost Masters General were complaining that we should
take it over ourselves if we were to discharge our responsi-
bilities to the public satisfactorily. As far as the capacity
of the Press is concerned, it is a different issue. We have
been taking it with the Finance Ministry which is the
appropriate authority by saying that over the years you
have been supplying them less than w& have been indent-
ing for and this has caused shortage. It is not only in the
matter of ILC but also in the matter of post cards and the
stamps that we have asked them to increase the capacity
in the printing presses. So, they have taken action and.
now ching a_situation where the shortage will

a thing of past. They are setting up @ new Press and
are _installing.some ._additional . machines in the Nastk.
Press.”. '

1.14 The Committee enquired whether any similar shortage of
11.Cs was experienced by the Department in the past and if so,
what procedure was adopted ther\by the Department to meet the
shortage. The Ministry of Communications (P&T Board) have
stated: B

«A ghortage of TLCs was experienced by the Department in
1068-60 also. At that time orders for printing 10 crores
——



b : .
of ILCs were placed qn vari which took about
‘eight monthg to effect supplies. Details regarding the
‘procedure adopted for local printing at that time are
‘being ascertained and would be furmshadas soon as
available.”*

1.186 In a further note en the subject the Ministry have furnished
the following details of the requirement of ILCs based on the fore-
casts given by the Circles and the supplies made by the ISP, Nasik
-during the lagt three years:

Year Forecast of -Actoal
requirement supplies
(in crores)
1979-80 . . 127.7 ° 78.98
198081 . 135.0 109.27
1981-82 . . . 140.0 130.22"

116 The Committee desired to know the projected requirements
of ILCs during the next three years and the way these were pro-
posed to be met. The Department stated in a written reply:

“The projected requirements for the next three years are as

under: —
. Year .ILGs (in crores)
1] 1983-84 . . 151.3
1984-85 156.9
’ 1985-86 . . . . 162.9

The manufactunng capacity of ISP, Nasik has been increased

L and a second Security Printing Press has been established
) at Hyderabad for the produfetion of various items of postal

. stationery. It is felt that thege two presses among them-
/ selves would able to take _care of the projected require-

men

1.17 The Committee enquired why PMG, U.P., did not accept the

lowest tender of Firm ‘A’ instead of inviting fresh tenders asking

the tenderers to enclose a sample of paper to be used and also to

put gum on the flaps of ILCs. The Ministry of Communications
(P&T Board) In a note furnished to the Committee have stated:

“The lowest ténder received in response to the first tender

was complete in all respects though unaccompanied by a

*Awaited.




sample of paper whereas other tenders had the samples:
of paper also. As it was considered  inappropriate to
consider the sample of paper subsequently received, after
opening of tenders, fresh tenders were called for. While
_ issuing second NIT a specific indication regarding provid-
ing of the adhesive in each ILC was also made as no such
provision found ‘place in the NIT issued in the ﬂrst
., instance.”

1.18 The Committee called for the details of tenders feceived in
response to the fresh NIT of 18 April, 1979. The Ministry of Com-
munications (P&T Board) have stated:

“Four tenders were recelved in response to the 2nd NIT, the
detail¢ of which are as under:—

T

Name of Tenderers Price quoted for Conditions
t million ILCs.

M/s. G.B. Printer, Lucknow . Rs. 14.73 paise 1. Rate does not include cost
per thousand for of paper, blocks etc.
printing (without
paper) 2. Paper to be supplied by the

Government.
M/s. Deepak Printing Gentre, . Sample ‘A'— 1. Plu 5% extra if supply
~ Lcknow, ' . ' %: 559301{- needed within 45 days.
m By
- Rs. g{ﬂg?_‘!- 2. Rates subject to supply ac-
Sample ‘G - ceptell-up to go days.
Rs. 51970/-
Sample ‘D’
Rs. /-
(with paper).
M/s. Puri Printing Press, . . Sample ‘N'—
Lucknow Ras. 4?000,'-
Sample ‘M’
Rs. 5:501‘:[:
Sample * Sales Tax Extra.
Rs. 53%00); '
Sample )é -
ﬁg ooo,f-
(it ,
NI‘!. Haryana Printing Press, . Ras. gBs0/- per 1. F.OR. Delhl
Delhi. lakh ?w??h paper) deli
' 2. nst deli--
1:;« m‘}:.
mth.in 30 dnyl

3. No earnest ney rcm;pr
enclosed, sccurity amount -cf
10% to_be provided on re-
cflpt of certain confirmai--
tions.”




119 The Committee wanted to know why the Department did
‘not consider the lowest tender in response to the second NIT and
continued to place orders at higher rate inspite of the fact that there
was a wide difference between the rates quoted in the lowest tender
and the rate at which the orders were placed on firm ‘B'. The
Ministry of Communications (P&T Board) have stated:

“The lowest tenderer did not deposit earnest money as pres-
cribed vide para 6 of N.LT. The tender was, therefore, in-
complete. Besides, the tender was also conditional, and

_therefore, was considered inadmissible for acceptance.”

1.20 To a further question why the Department did not wait for
the sample of the paper to be submitted by firm ‘A’. before cancel-

lng the tenders, the witness stated in evidence:

“Actually the position is that PMG did not ask for the sample
of the paper. In the tender notice, they said that the
paper which is used for the post offices, that type of the
paper should be used. The lowest tenderer did not sub-
mit the sample of the paper. Other tenderers did supply.”

1.21 In this regard, another witness from the Ministry clarified:

“In the tender notice there was no mention of supplying any
sample paper. Since PMG later on asked for the sample
the IFA took the objection that the sample. should not be-
asked for later, and that too only from one firm.”

1.22 In reply to a further question, the Secretary, Ministry of
Communications stated:

“Actually when we discussed the matter with the PMG, he
could not give a fully satisfactory reply. But they thought
that as a measure of abundant cautmn these particulars
should be ask

123 The Committee enquired why all the specifications of blank
ILC forms proposed to be printed, were not incorporated in the
NTT. The Secretary, Ministry of Communications replied:

“That is because of lack of knowledge in the DGP&T that
this paper will not be available. Somehow or the other
we were under the impression that this paper will be
available from the market. We came to know later that

_this paper will not be available from the market to the-
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tenderers and print and supply because this paper is
specialy impo! "

The witness gsubmitted further:

“It would have been more in -accordance with normal tender
procedure to specify the sample (of ILC).”

124 The Committee enquired why the order for punchase of
blank ILC forms was placed on firm ‘B’ without executing an agree-
ment to safeguard the interests of the Department. In a written
reply, the Ministry of Communications (P&T Board) have stated:

“Firm ‘B’ was entrusted with the job of printing the Inland
Letter Cards without an agreement as it was an approved
printer of Circle Office and had already deposited Security
money of Rs. 3,000/- in the S.B. Account duly pledged to
the President of India for undertaking printing work.
Further, since the department did not supply paper to the
printer, no special contract was considered necessary.
Besides, the tender notice had suitable provisions in paras
11 and 12 about forefeiture of earnest money and deduc-

tion' from the bill consequent on delays in fulfilling the
orders.”

1.25 Giving the reasons for not executing any agreement with
firm ‘B’, the representative of the Ministry stated in evidence:

“The Puri Printing Press (Firm ‘B’) was the authorised
printer ‘for Postal Stores Depot, Lucknow for all the
forms required by the Department. They had submitted
security deposits. Here the paper is not being supplied
by us; it will have to be purchased by the printer.”

1.26 Elucidating the position further, another representative of
the Department stated:

“If it is a one-time purchase, the notice inviting tender and
the reply received from the party accepting the eonditions
are ireated in the nature of an agreement. So, ho sepa-
rate formal agreement is entered into.”

127 Asked whether the departmental rules did not provide for
execution of such contract, the representative of the Ministry
replied:

' «Ab.initio when the contract is of a bulky nature, certainly a
contract and an agreement should be entered into. But in
. ,_--""-'_-—_
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\ this case, the tender was invited only for 10 lakh forms.

In such cases, $hiis is the usual practice in the department,
and # was done™

1.28 To the Committee’s query whether there was any provision
in the rules stipulating that execution of centract in such cases was
necessary, the witness replied:

“There is no such rule, but this is the practice.”
In this regard, the Secretary, Ministry of Communications added:

L[

. . .. It was not obligatory under any of our codes to enter
into an agreement in a case of unequal purchase, which
is not part of the normal business. If it is a part of our
normal business we should have had detailed rules or
instructions as to what procedure should be followed in
the matter. There were many irregularities and .this was

]

an unscheduled type ¢ oI actlvxty in emexrgent situation.”

M 1 8 1 i AR AL
-

. 128 On his atiention being drawn to Rule 419 of Posts and Tele-
graphs Manual, Vol. II, which provided for execution of contract in
all such cases, the Witness conceded: ~

“Your point is well taken, there is no exception to that.”

1.30 The Committee then enquired whether any enquiry was
made by the Department in this matter to find out whether ins-
tances of such irregularities had come to notice in any other circles
also in the local purchase of blank TLCs. The Secretary, Ministry
of Communications replied:

. There hag been no formal inquiry . . . It has net yet
come to our notice but we will make enquiries because the
case, frankly speaking, has some characteristics. So we
wauld like to make -enguiries from_other PMGs.”

....... e

1.31 '.The Committee desired to know why orders for 3 crore ILCs
were placed on firm ‘B’ during the period from August 1979 to
November 1979 without inviting tenders and without any formal
agreement, at the rate of Rs. 51.50 per one thousand against the
lowest rate of Rs. 39.50 per one thousand. In reply, the Department
have stated:

“On receipt of fresh instructions from Directorate vide letter
dated 18-7-1079 fresh tenders were fnvited for procure-
Toent «f inland letter cards. A Purchase Committee was
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formed to process the case. 8 tenders were 'received in
.. response fo N.IT, The lowest rate was Rs. 89.50 per 1000
LL.C. with conditions as (i) 95 per cent payment against
.R/R or C/R through bank (ii) Rate ex-godown (ili) Sales
Tax extra. In the sample the weight of paper to be used
was given as 6 Kg. per ream whereas as per N.LT. paper
of 7.7 Kg. per ream was required. Other tenderers did
not give any such indication. The Purchase Committee
itherefore, decided to get the paper supplied by all the
tenderers verified and tested obtaining full sheet of paper
as sample. At first an attempt was made to get the
sample tested by Government of India Press, Aligarh. But
since Government of India Press, Aligarh had no such
system to test the paper, the Government of India Press.
‘Allahabad was approached. But there, too, testing could
not be done. Ultimately, the National Test House, Calcutta
- was approached on the advice of the Controller Stationery
Office, Calcutta. The process of testing of paper could not
be completed and the tender could not be finalised during
this long period. The Circle Office had to procure, from’
firm ‘B’, 3 crores I.L.Cs from August 1979 to November
1879 {o meet continued shortage of stationery as the
strike in the Security Press, Nasik had been continuing
during this period.” .

1.32 The Committee- enquired why further orders for 4 crore
ILCs were placed on the same firm ‘B’ in March, 1980 without invit-
ing tenders when the strike of Security Press, Nasik, had already
been called off and the Security Press had resumed supply of postal
stationerv, In a written reply, the Ministry of Communications
{P&T Board) have stated:

“Though the strike at Security Press, Nasik had been called
off in January, 1980, adequate supply of Inland Letter
Cards from Security Press, Nastk was not received in
January and February, 1980,

-

It had been our experience that India Security Press was not
in a position to meet the demands in respect of Inland
Letter Cards even when the functioning was nermal. Thus
in 1978-79 against our forecast of 122.20 crores ILCs the
Press had been able to supply only 76.48 crores.
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In view of the limited production capacity of the Press
‘vis-a-vis the requirements of the ILCs, it. was considered
desirable to have atleast 4 months requirement with the
Circle.”

Asked why orders were.placed three timeg on the same firm, .
the Secretary, Ministry of Communications stated:

“They were authorised under the Dlrectorate’s orders to place
orders for not more than Rs. 10 lakhs though, in an irregu-
lar manner they placed repeated orders on that firm
thrice. Then they perhaps found they were going on too

far. A repeat order on the same firm, not on the basis

of any tender, is totally irregular and unjustified,”

1.34 The Committee then ex;qmred whether any enquiry was
instituted in this regard after receipt of the audit paragraph the
Secretary, Ministry of Communications stated:

“We are awaiting the ultimate comments of PAC to pursue
this case.”

1.35 Asked why the department should wait for the PAC to
examine the matter, the witness. submittg-d:

“Frankly speaking I did not know earlier about all the un-
savoury dealings of this case. I have come to know them
comparatively recently. This case is bristling with irre-
Eu.lanties We will institute a thorough _enquiry very,

soon.”

B ————

1.36-On his attention being drawn to the fact that the matter
was brought to the notice of the Department at least a year earlier,
the Secretary, Ministry of Communications stated:

. .Accotding to the normal procedure which obtains, these
things come to my personal notice with office noting at
the final draft para stage. In any case I wanted to hear
the PMG in person to know whether he has any explana-
_tion to offer on thiz but it seems he also cannnt explam
this » e

The wltness stated:

“....We are comsidering to issue ‘a dlrﬁ tive in the matter
that where audit para discloses details which ca

% obe from the vigilance angle | tlug,shngﬁ{c'l_m_ referred to
t igilance Officer. We have no suc regular system.

The Administrative Wing should have referred the case
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to vigitande for a probe from the vigilance -angle as
‘brought out by the Andit in this case. This has not been
done yet in this case.” .
. 137 The Comahittee enquired whether there was any system
in the Department 0 monitor and prevent unautherised printing of

ILCs by the PMGs as had happened in this case, the representa-
tive of the ‘Department stated:

“There is no such system to monitor but we will come to

‘know of it_at-a later stage. If he goes on merely printing,
we cannot stop him.” .

' 1.38 Asked whether the Department would consider setting up
a cell immediately so that it could take suitable action after suoh

cases requiring investigation came to notice, the witness stated
during evidence:

ey

“We will examine it immediately because we may need some
‘-_-.--—'-;-..___.__,._,._._ o
approval.”

-1.39. The Committee wanted to know why the Department took
abeut 8 manths .(from November 1979 to June 1880) to cancel the
tenders reeceived in response to third NIT. The Department stated
in a written reply: B .

“Enough stoek of inland letter cards had been procured as
per requirement on reassessment made after the advice
of India Security Press, Nasik dated 26th February, 1980
and in view of the fact that some supply from Security
Press, Nagik, had started, it was decided to give up the
idea of entering into contract for further procurement of
inland letter cards, hemee the tender which had been -
called for and were under procesg on account of testing
of paper were ultimately cancelled on 9-6-80.”

140 Referring to the request of firm ‘B’ made in June, 1979 to
use paper of a different colour but of superior quality, the Com-
‘mittee enquired how the Department ensuréd that the quality of
paper was actually better than the approved sample. The Depart-
ment have stated in a written reply: :

-

“Though the firm intimated, that the paper proposed to be
used by them was superior in quality to the approved
one but of a different shade, it was considered by the
Department to be of the same quality as earlier approved.
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In view of the market position of the paper then obtain-

ing, it was considered prudent to accept the revised sam
ple with different shade.

The Superintendent, P.8.D. Lucknow, was asked to facilitate
comparison at the time of acceptance of the supply. Be-
sides a refereénce was also made to the India Security
Press, Nasik Road. It was informed by the Press that"
they purchuse paper through the DGS&D on Govern-
-ment rate and it may not be possible for the private
party to procure the same quality of paper. ~The paper
supplied, was quite good for the inland letter cards.”

141 The Committee enquired whether any action was taken to
reduce the rate suitably to compensate for inferior quality of paper
used by firm ‘B’ and for not gumming the flaps of the ILCs. In a
‘written reply, the Department stated:

“The question of reducing the rate on decount of inferior
quality of paper did not arise as the quality of paper
which was approved ,was already known to be inferior to
the quality of paper being used at India Security Press,
Nasik. No complaint or objection from the Superinten-
dent, Postal Stores Depot, Lucknow; ~who received the

) supply from the printer with regard to the quality of
papet used for printing of inland letter card and the sam-
ple approved was received. Therefore, the question of
reduction of the cost on thig count did not arise.

The local printers had no arrangement for processing -and
gumming the flaps of the Inland letter cards by automa-
tic machines. The samples of the flaps gummed by brush
revealed that the gum had the tendeney of spreading over
the body of the letter card and the letters getting struck
over one another. Had this been resorted to, it would
have resulted in a huge loss to the department by way

of damage to the inland letter cards. Therefore, gumming
was given up.”

~

<142 The Committee enquired -the reasons for not detecting
these deficiencies regarding use of inferior paper and not gumming
the fiaps of TLCs by the Department umtil it"was brought to their

notice by a Member of Parliament. The Secretary, Ministry of Com-
munications replied:

‘“There are several jrregularities in this case. Wg_mnqt
justify all.”
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‘143 Referring to the highly inflated requirement of 20 crores .
1LCs for four months, intimated by the Dehra Dun Head Post
Office, the Committee enquired why this misteke remained un-
detected. The P&T Department have stated: '

“It is true that inadvertently no check could be exercised on
the incorrect assessment made by Post Master, Dehra Dun
in the beginning, it was detected later on the basis of
20 crores as thHe requirement of Dehra Dun Head Office,
the printing for the entire circle was restricted to about
’ T cmm'u

144 The Committee desired to know the follow up action taken
by the Department when the Confroller of Stamp Stores, Nasik
intimated the PMG, U.P. that the requirement of ILCs for U.P.
Circle as assessed by him appeared to be far in excess. The De- |
partment stated in a written reply:

“When intimation was received from the Controller of Stamps
Stores, Nasik, that the assessment of UP. Circle was far
in excess of actual requirement, inland letter cards to
the extent of 3 crores equal to the requirement of. 3
months had already been procured. After this intima-
tion, 4 crores inland letter cards, 3 crores as reserve
stock equal to the requirement of 3 months and 1 crore
of the remaining 1 month’s requirement“were procured
and further procurement was stopped. This has preven-
ted excess stocking to the extent of 15.87 crores. It will
thus be seen that there was much less procurement of
inland letter cards (about 7 crores) than that originally
estimated (about 22 crores).” -

145 In this context, the Commitiee enquired abount the
in the Department to check the indents submitted by the different
circles. The .Secretary, Ministry of Communications stated in evi-
dence: o '

“Although indenting is done properly in time and reasonably
efficiently. In this case, one particular division submitted
a fantastically high indent. Apparently, they added a
zerg to the figure or some such thing. So, if we have our
own organisation doing the work of checking the indents
etc the esttmates are. l1ke1v to be more accurate.”

1 46 'I'he Comrmttee wanted to know the stock position of JLCs
in the U.P. Circle on 1 April, 1979 and the requirement assessed for
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the quarter April to June, 1979. The Department in a written reply
stated as follows: v e am

The stock position . of ILCs as on Ist April, 1979 was~
6‘044637 Nos. _4;.. -~

Indents made for the quarter April—June 79=2,53,28,600 Nos.

147 The Committee desired to know whether there had been
-other such instances of. over-identing or procurement of sub-
standard ILCs in the recent past. In a written reply, the P&T
“Department have stated:

LY

“No other instance of over-indenting or procurement of sub-
standard ILCs hag come to the notice of the Department
so far.” .

1.48 The Commitlee enquired whether the question of availa-
bility of stamps for affixing them on blank ILCs was considered be-
fore getting them printed locally. In a written reply, the Depart-
ment have stated: — o

“The question of availability of stamps for affixing them
on blank ILC was not considered for the simple reason
that the shortage of such postage stamps was not anti-
cipated. The sale of such Inland Letter Cards to the
tune of 5 crores 14 lacs out of 7 crores itself indicates the
availability of stamps. The India Security Press, Nasik
was approached on 27.8.79 for supply of postage stamps
of 20|25 P. denomination when the shortage of such
stamps was noticed. The shortage was, however, only
temporary and sufficient stocks of stamps were soon
made available for affixing the necessary stamps on In-
land Letter Cards.”

<0 _ '

1.49 The Committee desired to know the latest stock position of
locally printed ILCs. In a written reply, the Department have
« stated: '

. “The present position of stock of unutilised. locally printed
ILCs is being ascertpined. On 30-6-81, the balance of
such ILCs with the Head Post Offices in U.P. Circle was
Rs. res. There i3 no stock of locally printed
ILCs with the StamJg Depot "
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1.50 The Committee also wanted te know as to how the Depart-
‘ment proposed to utilise them. In reply the Department have
stated:

“The Postmasters have been direeted to sell the locally
manufdctured ILCg after affixing the neces:;ary stamps,

It is expected that their stock would very soon be ex-
hausted.”

‘1.3 Giving' the latest position” in this regard, the Secretary,
Ministry ‘of Communications stated during evidence (November,
1982)= .

\ “All sold ouf. There may be odd pieces in some Post Offices
now. In fact, at the end of last month, it was estimated

t to be 10 lakhs out of the lot of 7 crores.”

152 Asked about the steps the Department proposdd to take to
.obviate such cases of printing of sub-standard ILCs and other postal
stationery, the Department have stated in a written rep‘ly:

\, ~  “To avoid such situation in future, a general ban has baen’

imposed on the local printing of stationery by Heads of
Circles.”

1.53 The oxamination by Public Accounts Committee of Para 26

of C & AG Report 1980-81, Union Government (P&T) regarding local

printing of Inland Letter Cards has brought to lllght the follomng
irregularities:

(i) Orders for manufacture and supply .of 7.10 crore Inland
Letter Card forms (ILCs) were placed on firm ‘B’ disre-
garding the lowest tender of firm ‘A’ resulting in an extra
expenditure of Re. 8.86 lakhs.

(ii) Despite clear instrucfions to the effect that not more tham
10 lakh ITLCs - or to the extent of actual requirements,
whichever was less, should be got printed locally repeti-
‘tive orders were placed by PMG, UP on firm ‘B'—for 10
lakh ILCs in May 1979, 3 crore ILCs during the period
from August 1979 to November 1979 and a further 4 crore
ILCs in March 1880. No formal agreement was s:gned
with the firm at any stage.

(ih) While it wag clearly stipulated in the guidelines nssued by

the D.G.P & T that the quality of paper to be used for .

ILCs, its dimensions qu patterns were to conform to the

e n e A L e
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one printed by the Security Press, Nasik, the firm’s reyaes:
for perxdssion to use paper of a slightly Wifferent colour,
which- was- claimed by the firm to be of better quality
than the approved sample, was accepted. It later turned
‘omt thet the paper used by the firm was of sub-standard
quadity, with the result that a huge stock of 3.06 crore
IECs worth Rs. 16.39 lakhs was lying unsold in the Postal
Circle: of P.M.G., U.P. (October 1981). The Department
alsp did not take any action to get “the rate of the ILCs

reduced by the firm on account of inferior paper and non-
gumming of the flaps.

«(iv) The order for printing of 4 crore additional ILCs was
placed on firm ‘B’ in March 1980 disregarding the fact
e:... that the Security Press, Nasik had resumed supply of
postal stationery in January 1980 on termination of the
strike. in the Press. What is worse, the order was placed
without taking a decision on the tenders invited in October

1979 and without signing any agreement with the party.

(v) The excessive orders placed on the firm were due to faulty
assessment of requirements particularly by the Dehra Dun
Head Post Office which intimated its requirements to be
of the order of 20 crore ILCs for 4 months as against the
requirements of the whole Circle, except Dehra Dun Head
Post Office, of the order of 2.65 crores for 4 months,

1.54 The Committee are constrained to point out that no action
was taken by the Department on the various irregularities that had
already come to their notice at least a year earlier through the draft
Audit paragraph. It was only when the Committee took up the
matter for oxamination that the Department came to realize the
irregularitics in the unusual purchases and the procedural viola-
. tions involved therein. The Secretary, Ministry of Communications.
' admitted in evidence: :

“Frankly speaking, I did not know earlier about all the unsa-
voury dealing of this case. I have come to know them
comparatively recently. This case is bristling with irre-
gularities, We will institute a thorough inquiry very. soon.”

While appreciating the frank admission on the part of the repre-
seutative of the Government in this case, the Committee would l.ike
tp point out that it is the duty of a vigilant administration
to inittate remedial action on irregularities pointed out by Audit as
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soon us they arc brought to their notice in the form of a draft audit
paragraph or otherwise. It would be "indeed unfertunate if Govern-
ment were to wait for the Committee’s examination to be over. In
fact, it is neither possible nor necessary for the Committee io
examine each and every Audit paragraph. The Committee would
ytherefore like to emphasize in very strong terms the need for the
Government departments to take conclusive action on the points
high-lighted in the Audit paragraphs as soon as these are broughtl

to thelr nolicc e st R

1.55 So far as the present case is concerned, the Committee trust
that the assurance given by the Secretary, Ministry of Communica-
tions forjpstituting an inquiry into the whaole affair, would be imple-
mented expeditiously, The Committee would like to be apprised of
the findings and the action taken by Government in pursuance
tercoi as soon ns possible.

The Committee further suggest that in the light of experience
in this case, the Ministry should devise a suitable procedure for
assessment _of the requirements of postal stationery o a realistic
basis so that m-cessarv follow-up action to meet these requirements
on a systematic basis can be taken and the complaints often received
with regard to the shortage of stamps, inlandl letter cards ete,, are
obviated,

1.56 'From the information furnished, the Committee find that
the actual supplies of ILCs have fallen short of the projected re-
quirements by vnearly 48 crores in 1979-80, 32 crores in 1980-81 and
10 crores in 1981-82. The Comunittee have been informed that the
manufacturing capacity of the India Security Press, Nasik has since
hecn increased and 2 second Security Printing Press has been esta-
blished at Hyderabad for production of various items of postal
stationery. The Committee trust that these two Presses would-be
able 10 tuke care of the growing requirements,

1.57 So far as the quesiion of stocking and distribution of the
postal stationery is concerned, the Committec were informed that
in view of complaints from practically all the Circles, it has been
decided that the P&T Departinent should take over this function
from the Indin Security Press, Nasik. The Committee would like
flie Ministry of Communications to examine mdmmenﬁ:ge pro-
cedure tor _indenting, stocking and distribytion of postal stg@nﬁﬂ'
w&t_h 2 view to streamlining the system so that the pub _“cg_uld be
assured of uninterrupted r.upphes



+» CHAPTER I
CONSTRUCTION OF STAFF QUARTERS AT ANNANAGAR

Audit Paragraph ,g_({ﬂ“"" x4
s -

2.1, Departmental rules provide that when land is required by the
Posts and Telegraphs (P&T) Departmient, it should be acquired
through the revnue authorities of the State Government. The
Department, however, directly purchased a plot of- land measuring
25.03 acres at Annanagar in Madras (1971) at a cost of Rs. 22.83 lakhs
(excluding overhéads Rs. 0.68 lakh) from a private company through
negotiations. The land so purchased formed part of 78.51 acres of
la‘_gd which had previously been acquired by the Tamil Nadu Housing
Board (TNHB), but whose owner (a company) had_subsequently
obtained exemption from acquisition on the plea that the land was
required by him for extracting clay and for factory purposes. The
iand, however, was not used for the purpose for which it was got
released from the State Government. On the contrary, it was sold
to a number of Central Government departments including the P&T
Department at a cost ranging from Rs. 0.90 lakh to Rs. 0.91 lakh per
acre which, according to the Government of Tamil Nadu was an
exorbitant rate. In proximate village Koyambedu, land was acquir-
ed by the State Government at the rate of Rs. 0.18 lakh per acre.

e g

o e

2.2, The State Government wrote to the TNHB (February 1875)
as follows: —

“Even though the company got the above land released in the
guise of utilising the same for its own purpose, it has sub-
sequently sold an extent of about 66.30 acres to various
Central Government departments by private deals at highly
inflated rates ranging from Rs. 89965 to Rs. 90,750 per acre
on 28-3-1870, 17-9—19‘?1 and 28-8- 19

Smce the Company .got its land released from the State Govern-
ment on a false pretext, the Housing Department of the State
Government issued instructions (February 1975) to the Chairman of
the Tamil Nadu Housing Board not to extend _without its specific
approval any service ‘facmnes dev?[aged by 1t Jin thewgggp to any
poteish F Tus Tand

Nt s i RSP
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23. After the purchase of land (1971, the construgtion of phase I
comprising 102 type I and 150 type II quarters was sanctioned (Octo-
ber 1972) by the P&T Department. The construction of 42 quarters

was taken up in July 1973, but the work svas stopped at plinth level
due to imposition of a ban by Government (August 1973) on the

construction. of non-functional buifldings. Work on these and the

remaining quarters was started again in July 1975 after the bsn wes
liftad. The target date (March 1978) for the completion of the phase
1 was extended from time to time mainly because of the refusal of
the Tamil Nadu Housing Board to provide water and sewerage favi-
lities: The problem of water supply was met by &inking open wells
in the area, but the sewerage problem continued to exist. It was
seen in audit that though the Governmeént 6f Tamil Nadu had made
its stand (about non-provision of service facilities to this land) known

in February 1975 itself, the P&T Department, wltlmn:,ma{)h'mg the;
issue with the State Government,.had_ resumed ' construction not
only on the 42 guarters, but also on the remaining 210 quarters in’

July 1975. Almost 100 per cent of the construction work .of the first
phase (252 quarters) had been completed by SeptembBer 1978 at a
cost of Rs. 1.03 crores, but the quarters continued to remain vacant
due to non-availability of sewerage facilities. During October 1978
to March 1981, the P&T staff was paid house rent allowance totalling

Rs. 3.61 lakhs, which could have been avoided if the quarters on.com-

pletion, could have been allotted to the employees in October 1978
itself. Besides, the Department could also have realised Rs. 2.35
lakhs by way of licence fee from the allottees,of the guarters,

2.4 It was further observed in audit that even though the P&T

Department could not resclve the issue with the State Government
about the provision of service facilities to the quarters constructed
in Phase I of the scheme, it had taken up (April 1976) the construc-
tion of 264 type I quarters and 224 type II quarters at an estimated
‘cost of Rs. 94 lakhs under phase II; and expenditure of Rs. 17 lakhs
had been incurred thereon upto March 1980.

2.5, The Department stated (August 1981) that in the abaenco of
specific ban on sewerage construction by the State Government, it
had thought it prudenmt to proceed with the construction and that
the State Government had since agreed to provide temporary
‘sewerage facilities. “

9.8. However, it may be seen that the P&T Department undertook
and completed (September 1978) construction of 252 quarters (cost
Rs. '1.03 crores) in phase I and also took up further construction of
488 quarters (estimated cost : Rs. 04 lakhs and expenditure Rs. 17
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lakhs up to March 1980) in phnse 1T without securing provision for
service facilfties with the result that the Quartars eould not e allotted
to the employees resulting in loss of Rs. 5.96 lakhs on account of
house rent allowance and non-realisation of licence fee. Besides, land
was directly purchased (Cost: Rs. 22.83 lakhs) by the Department
in contravention of the rules, and at the ‘highly inflated’ rate of
'about Rs. 0.0 lakh per acre against the rate of Rs. 0.18 lakh per acre

at -which land was acquired by the State Government in the proxi-
mate village.

[Paragraph 32 of the Report of the C&AG of India for the
year 1980-81, Union Government (P&T)].

2.7, The Committee enquired when the local P&T authorities first
took up with the DGP&T the question of constructing staff quarters,

In reply, the Ministry of Communications (P&T Board) have
stated: —-

“Construction of Staff Quarters is a continuous process. In
August 1970, a study team had been constituted by P&T
Board to survey the needs of P&T Lands & Buildings in
the Metro cities. It was at this stage that additional re-
quirement of land at Madras for Staff Quarters eonstruc-
tion was assessed by the team. As far as Annanagar site
is concerned, local P&T unit took up the purchase of land
for constructm‘h jurposem Dgce:ghgx.,_l&l@

2.8. The Committee wanted to know the precise requiremnent of
Iand for construction of quarters and their proposals in this behalf.
The Ministry of Communications (P&T Board) have stated:

“The precise requirement of land for achieving staff satisfac-
tion factor of 25 per cent was 70 acres, including the land
already available with them in Madras for staff quarters.
The proposal of Madras Telephones was to .comsider ‘pur-
chase of 165 acres of land atAshoangarandzﬁmuﬂ
Annanagar.”

29. The Committee wanted to know the price at which the land
was purchased and how it compared with the market price in the
area in 1970, the representative of the Ministry stated:

“Rs. 5000 per ground, j.e., 2400 sq. ft. It was undeveloped
land. Some land had been acquired in 1961 by the Tamil
Nadu Housing Board in the vicinity. They acquired it at

a certain rate, but the court has recently increased- the

%
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‘compensation. They are now required to pay Rs. 2534
per ground as on 1-11-1961. They have to add interdst to.
that amount and then'it becomes Ra, 4085.”

GRS

2:10. The Committee wanted to know the rate at which the land
was purchased by the State Government. [In reply, the Ministry of
Communications (P&T Board) have stated:—

“No land appears to have been acquired by the State Govern-
ment, in the said area in the year 1971 when this depart-
ment negotiated the rates, However, the State Govern-
ment through Land Acquisition Act, 1894 have acquired
land in the adjoining area at a cost of Rs. 888.48 per ground
(Rs. 17,941 per acre) approximately. This purchase price
was based on market value of land at the time of issue of
Notification in 1961 under Section 4(i) of Land Acquisi-
tion Act.

The Report of Tehsildar, Saidapet vide L. Dis. 15866/A1/69
dt. 3-9-1969 indicates that adjoining land was sold by State
Housing Board at Rs. 5500 per ground in 1067.”

2.11. The Committee enquired whether the rate at which the
department purchased the land from the private company was not
excessively high and even exorbitant. The Ministry of Communica-

tions (P&T Board) have in a note furnished to the Committee,
state:

-

“The rate was considered reasonable. The comparison made
by Audit for the value of land in 1971 with that on 1961 is
not valid- Even the Revenue Authorities valued this land
at the rate of Rs. 5800.00 per ground. The ratg at which
the purchase was effected by P&T was. lower than fhe

market value prevalent in. 1371

[Ty e

2.12. In reply to a furthe: question as to how thie price paid by the
Department compared with the price paid by the State Government.
for similar undeveldped land in that area, the Ministry of Communi-
cations (P&T Board), have replied: *

“The site was purchased on the basis of = recommendations of
the High Level Negotiating Committee comprising of con-
cerned Members of the P&T Board, Chief Engineer &
Architect of P&T Department and local head (GM) of the
Telephone Department. The Committee not only inspected



25 '

the site but satisfied themselves about the suitability of
land with reference to is environments, soil, location, near-
ness to the basic needs like schools, marketing ete. The
Civil Wing experts also examined the likely availability
of basic amenities like water supply, drainage, electricity
_ etc. and no difficulty wag foreseen by them in providing
these. Department was blso aware of the plans of the
T.N.H.B. for development of this locality for Housing Com-
plex,

As regards the price, it was lower than

(i) alternate proposal of Rs. 6500 per ground for site at Ashoka
Nagar in 1971 T

(i) site purehased for telephone exchange by P&T in the same
area at Rs. 11600 per gmund in 1970

'(iii) valuation of Rs, Jsaiper_ground glven to submdlary Intelll—
gence Bu.ngau by Revenue Department

The State Government did not’ make any purchase of land in
the locality in 1971.” . .

. 2.13. Asked about the practice generally followed by the Depart-
i ment for acquiring land for construction of staff quarters, the Sec-
f retary, Ministry of Communications, stated in evidénce:
if

“Mostly we adhere to purchase through the Land Acquisition
procedure or through transfer if the land belongs to the
State Government.”

2.14. Asked why this procedure was not followed in the instant
case, a representative of the Ministry of Communications stated:

“About 700 quarters were envisaged to be built. We needed
vast quant:nty ‘of l1and fairly within the city. This was
meant for lower grades of staff and therefore, it had to be

- a place where most of the conveniences were available.
We could not go to the outskirts of the city.

Central Excise and Customs had already brought 26 acres of
land just by its side. We found it was quite suitable to us.
Therefore, we bought it by private negotiations and not
through Land acquisition procedure.”
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- 2216, Jm veply toa ‘question whether any request Was made to the
Tamil Nadu Government to make tand available within a ressonable

digtance in the eity ¢f Madras, the representative of the Ministry of
Commuinications stated:—

“No formal reguest. wag made. Actually, a letter was addressed

" to all the Chief Secretaries to this effect....When I go on
four to these places I meet the Chief Secretaries, But the
response is not adequate. They also need lands and they
have very limited lands....We did not approach them for
acquiring land in Madras city.”

2.16. In a further note, the Ministry have stated:

“For the purchase of land at Annanagar, the State Government
was not approached. The offer at Ashok Nagar was from
the State Housing Board” |

2.17. Asked whether any guidelines had been issued by the Min-
istry in regard to purchase of land from private parties, the represen-
tative of the Ministry stated in evidence:

“We have guidelines approving purchase from privete patties
through negotiations outside Land Aequisition Act subject
to two conditions. -

1. The need for construction should be urgent; and !

2. That the purchase price should not be higher, had purchase
been made through the Land Acquisition Act procedure.”

2.18, In reply to a question about the urgency in the present case
and whether the PMG obtained specific approval of the Ministry on
this ground, the representative of the Ministry of Communications
stated in evidence: '

“The particular officers’ Committee (the High Powered Com-
" ittee constituted for purchase of this land) did not say
in so many words that acquisition of this land directly
from private party was sn immediate r_equimment. But
the urgengy somes because of the poor satisfaction percen-
tage in Madres City of staff in regard to Government &7
\ commedation.” :

s
— M
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2.19. In a further riote in this respect, the Ministry have stated:

“Tt is submitted that no provisions of rules have been over-
looked. P&T has resorted to Rule 460 of P&T Manual
Volume-II (Annexure-I) for purchase of land by direct
negotiations from private persons. In this case, a special
high level negotiating committee was appointed by the
Government of India, Ministry of Communications for pur-
chase of this site vide DG P&T No. 83-53/70-TPS (BG)
dated 10-8-71. -

The recommendation of this Committee to purchase 25 acreg of
land at Annanagar at Rs. 5000 per ground was approved by
the Minister of Communications on 15-9-1971 "

2.20. In reply to a further question whether any perspective plan
had been prepared with regard to the requirement of land for con-
structing the staff quarters, the representative of the Ministry
stated in evidence:

“In fact we have given authorisation to the General Managers
and the Postmasters-General to acquire land which will
be needed for 20 years as such....This was done in 1978.
A letter was addressed to all State Governments that they
should make available lands at the required places.”

2.21. The Committee drew the attention of the representative of
‘the Ministry to a letter dated 20th March 1975 from the Secretary to
the Tamil Nadu Government (Housing Department) addressed to the
Secretary to Government of India, Ministry of Works & Housing/
Finance, where in it was inter-alia stated,

“The Collector of Chingleput has reported that M|s. Krishna
Tiles and Potteries Limited had actually sold 66.30 acres
out of 78.51 acres to various.Central Government Depart-
ments by private negotiations at highly inflated rates of
Rs. 89,965/- and Rs. 90,750|- per acre on 28370, 17]9{71,
24-9-71 and 28-8-72. The purchasers were the Collector of
Central Excise, trustees of Employees Provident Fund and
Family Pension, Madras Telephones and the Reserves Bank
of India. The fact that such a large chunk of land had been
sold to different parties and on different dates at exorbi-
tant rates would show that the firm was not sincere in its,
request and it had sold the land at highly inflated rates to
various organisations or Departments of the Central Gov-

ernment. It is not clear how even Centrgl Government
~Agencies went about making purchase by private nego-
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tiations instead of going through the normal process of

land acquisition through the agency of the State Govern-
ment.

In respect of the lands which were acquired, by the State Gov-
ernment on behalf of the Housing Board, the land acquisi-
tion officer adopted a rate of Rs. 11,000{- and Rs, 11,850|-

« per acre for the neighbourhood scheme in question, The

High Court on appeal by the owners of these lands fixed
the rate of Rs. 32,500|- per acre in respect of lands falling
within the jurisdiction of the Saidapet taluk, The decision
of the High Cou*t was mainly based on the fact that there
was a sharp upward trend in the market value of the lands
in those areas. As the compensation amount of Rs. 32,500|-
per acre fixed by the High Court was considered very high
the Government have now appealed against the judgement
of the High Court to the Supreme Court and the matter is
pending before the Supreme Court. The clandestine dis-
posal by M]s. Krishna Tiles of the area excluded at ‘exorbi-
tant rates has thus resulted in the Government of India
Departments paying a high price for the lands purchased
by them. The lands belonging to M|s. Krishna Tiles and
Potteries were undeveloped waste land and it was because
of the advent of the housing project in the area and the
ya consequent amenities such as roads, drainage, electricity
L/ ete. provided by the Housing Board, the Tile. Company had
t exploited these improvements to its own advantage. The
’ owners of the land are now liable to pay betterment fee as
per the provisions of the Housing Board Act, over and
above what they have already paid towards the cost of the

lands.

I am therefore, to request you to kindly look into the circum-
stances in which it was found necessary by the Govern-
ment of India Depariments to go in for direct purchases at
such exorbitamt prices and take appropriate action, as
deemed fit by Government of India.”

228. Asked about the action taken by the - Department on the

above Communication, the representative of the Ministry stated: .

“We will check it up once again, but T don’t thitik we recelved
a.copy of this lettér.”

2.28. Tn a written submission on the subject, the lﬁnistry of Com-
munfcations have stated as follows:

‘"I'henferredllettudoesnotseemtohawbeenmwlndinour
office as a thorough search in our records has not revealet

-
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its trace. Ministry of Works & Housing have been add-
ressed to indicate if they actuslly had endotsed their letter
to us. On receipt of the reply from Ministry of Works &
Housing, a final reply could be given.™

2.24. The Committee desired to know whether the P&T Depart-
ment was not in touch with the Customs and Central Excise Depart-
ment which had purchased land in the area earlier, The Ministry of
Communications (P&T Board) have stated:

“The local P&T unit was in touch with the Central Excise De-
partment prior to the purchase of land at Annanagar, but
net after the purchase.” '

2.25. Asked whether the Customs and Central Excise Department
had alluded to the above letter at any stage, and whether the P & T
authgrities made any further enquiries in the matter the Ministry
of Communcations ( P & T Board) have stated:

“The Excise Department also did not inform about the said
letter to the local P & T Unit or DGP & T. Since the P& T
Department was unaware of this letter, the local P & T
unit made no further enquiries.”

2.26. The Committee enquired whether there had been similar
instances of land having been purchased through direct negotiations
either for office building or staff quarters during the last 5 years.
In reply, the Ministry of Communications (P&T Board) have
stated.

“A large number of purchases have been made from private
parties for office buildings or staff quarters or Post Offices’
buildings during the last five years. The details of the
cases are furnished in the annexure enclosed. (Repro-
duced in Appendix I).” . Ty :

2.27. The Committee further d.rey' the attention of the witnesses to
a letter from the Tamil Nadu Government, dated 19 Decémber 1975,
which reads as follows:.

“It has been brought to the light of the Government that the
former tehgildsrs and Revetrue Divisionsl Officers of Saida-
pet have furnished the market value of the lands in
Koyambedy village, direct to the Central Government and
other agencies without bringing the fact to the notice of
the Collector or District Revenue Qfficers, Further, the
tebsildars and revenue divisional officers had not worked

*Awaited.
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out the market value correctly. They appear to have re-
lied on the sales effected by the Housing Board of lands,
which were developed plots, whereas the lands purchased
by the Central Government Departments were not deve-
loped at the time of purchase. The rate at which the
Housing Boards was selling well-developed pieces of small
house sites could not, by any stretch of imagination, be
applied to the sale of large blocks of undeveloped land,
“which might never get amenities. This resulted in un-
due gains to the land owners, besides causing embarrass-
ment to the Housing Department. All the Collectors and
District Revenue Officers are, therefore, instructed to en-
sure that no valuation report or certificate is given by any
of their subordinates, except through the Collector, to any
other States or Central Government Departments or Cor-
porations or Companies or Undertakings, and the Collec-
tor’s office should invariably consult the Land Acquisition
Section also before sending out any valuation certificate.
rocegu.t:e,shmﬂd be followed scrupulously in future.
e receipf of this circular may be acknowledged at
once“

2.28. Asked why the Department did not try to obtain the re-
quisite certificate from the Collector himself instead of depending on
a junior functionary of the revenue department, the Secretary, Min-
istry of Communications replied: .

“I concede that it would have been more appropriate to con.
tact the Collector.”

2.29. In reply to a question whether the Ministry were satisfied
that the officers had acted prudently in this case, the Secretary of

the Ministry stated: L LL LLLL

“At this distant date it will be very difficylt for me to get all

the relevant facts on the basis of conditions as obtaining

S then.....we will try and report the results by the end of
January 1883.”

2.30. The Committee enquired whether the building plans of the
project were got approved from the Municipality or local authorities
‘before starting construction of the quarters. In reply, the Ministry
of Communications (P & T Board) have stated:

“Building plans of the project were duly approved by the
Deputy Director Town Planning vide Government of
Tamil Nadu letter No. 75660|MD|73-II dated 5-12-1973....
It is reasonable to presume that the local authorities con-
cerned will provide the sewerage and water supply at the
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appropriate time as T.N.H.B. was developing the entire
area for a housing colony.”

231 The Committee desired to know if the department explored
the possibility of obtaining the sewerage facilities from the local
authorities when construction work of the second phase was taken
up. The Ministry of Communications’ (P & T Board) replied in the
affirmative and added:

“P & T department took up the case for providing water and

sewerage arrangement to Annanagar Colony with
T.N.H.B. in March 1973, However T.N.H.B. indicated
that:

(i) They did not have sufficient yield from their tube-
wells to meet P & T’s requirements.

(i) The capacity of sewerage did not permit taking of
further load.

Case was not taken up further during 1973—75 due to ban on
construction of non-technical buildings. Several altera-
tions for providing these were discussed with officer of
T.N.HB. by P & T Civil Engineers. But Department be-
came aware of the restrictions imposed by the State Govt.
on T.N.H.B. in providing these facilities to the land pur-
chased from the private party, only in March, 1977.”

2.32, The department had stated that the State Government had
agreed to provide temporary sewerage facilities and a sum of Rs. 3.06
lakhs was paid to the MMWSS Board. The Committee desired to
know when the payment was made by the department and whether
the sewerage facility had since been provided. In reply, the Minis-
try of Communcations (P & T Board) have stated, (20-7-1982):

“The payment of Rs. 3.06 lakhs was made on 23-3-1980. The
MMWSS Board has almost completed the work and they
have allowed the occupation of the quarters in a phased
manner and 114 Type I quarters have already been al-
lotted. Within another one month, the remaining quarters
are likely to be occupied.”

2.33 The Audit paragraph has brought to light a case of purchase
of a plot of land measuring 25.03 acres by the P&T Department at
Annanagar in Madras in September, 1971 at an exorbitant rate of
about Rs. 0.90 lakh per acre as against the rate of Rs. 0.18 lakh per
acre at which land was acquired by the Government d3f Madras
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in a nearby area resulting in extra expenditure to the tune of over
Rs. 18 lakhs. The evidence tendered before the Committoe has
brought to light the following disquieting features of the deal:—

(i) The deal in question was entered into by the P&T authori-

. ties with a private party (M/s. Krishna Tiles & Potteries
(Madras) Pvt, Ltd.) through direct negotiations instead of

going through the normal process of land acquisition

. through the concerned agency of the State Government,

{ii) Rule 460 of P&T Manual, Volume II, permits purchase of
land by direct negotiations from private parties provided.

(a) the need for construction is urgent; and

(b) the price to be paid through direct negotiations is not
higher than the price at which such land could be pur-
chased through land acquisition proceedings.

v? While the plea of urgency m a matter hke constructlon of staﬂ'

(iii) The plot of land in question was part -of 78.51 acres. of
land which had earlier been acquired by the Tamil Nadu
Housing Board but subsequently derequisitioned by them
on the plea of the party that the same was required by
it for extracting clay and for factory purposes. No attempt
was made py the P&T authorities to ascertain from the
State Government whether the private party would mnot
be violating the condition of release by selling it for

.. building staff quarters.

(iv) The Department relied on the certificate given by a junior
functionary of the revenue department about the fair
value of the land instead of verifying the same from the
District Collector.

2.34 The Committee find that in a communication dated g0 March,
1975 addressed to the Secretary, Government of India, Ministry of
Works & Housing/Finance, the Tamil Nadu Gevernment had
inter alia pointed out that “it is not clear how even Central Govern-
ment Agencies went about making purchase by private negotiations
insteadofxohgthwghthenomal process of land acquisition
threugl the agencies of the State Government.. .the clandestine
dlspoulbyﬂ!aﬂhhnal!leaofﬁeam ..at exorbitant rate has
thus resulied In the Government of India doputu-uhmhul“
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price for the lands purchased by them... the owners of the land
sre now liable tomtbebelispxthnmﬂ#mof
the Housing Board Act, over and above what they Bave already peid
towards the cost of land”. The State Government therefore, nrged
the Ministries to look into the cireumstances in which. it was found
necessary by the Government of India departments to go in for
direct purchase at such exorbitant prices and take appropriate action
as deemed fit. Curiously the P&T Department is not aware of the
communication and no action has been taken.

2.35 The Compmitiee further observe that in their letter dated
19 December, 1975 addressed to the revenue authorities, the Tamil
Nadu Government pointed out that “the tehsildars and revenue divi-
“sional officers had not worked out the market value correctly. They
appear to have relied on the sales effected by the Housing Board
on lands which were developed plots, whereas the lands purchased
by the Central Government departments were not developed at the
time of purchase. The rate at which the Housing Board was selling
well-devcloped pieces of smnll house sites could not by any stretch
of mmcmatum be applied to the sale of large blocks of undeveloped
land, which might never get amenities. This resulted in undue
zains to the lund owners besides causing embarrassment to the
Housing Department.” Confronted with this letter, the Secrelary,
Ministry of Communications conceded in evidence that “it would
have been more appropriate to contact the Collector.”

2.36 The Secretary, Ministry of Communications had, during the
course of evidence, promised to examine the entire question with
a view to ascertaining if the officers concerned had acted prudently
in this case and to furnish his findings by the end of January 1983.
The Committec regret to point out that the results of this enquiry
have not yet been made available to them.

2.37 In the circumstances of the case, the Committee recommend
that an inter-ministerial enquiry should be instituted asseciating the
P&T Department. Ministry of Works and Housing and Ministry of
Finance with a view to ascertaining why the prescribed procedure
was not followed in this case, how much extra payment was made
and how much of betterment fee is to be paid by the various Central
Government departments which had purchased the land from the
private party and what remedial action, if any, was taken on the
communication dated 20 March 1975 from the Government of Tamil
Nadw The Committee would like to be apprised .of the findings

within three months.
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. '2.38-In order to obviate recurrence of such cases involving loss:
of huge amounts to the exchequer, the Committee would urge that
strict instructions be issued by the Ministry of Finance/Works &
Housing to the Ministries/Departments to the effect that in all
cases, where land is proposed to be purchased from private parties
for office buildings or for staff quarters, the State Government con-
cerned should not only be kept fully apprised at all stages but also
aske&;oventythnmblenmottheprkepmpmdtobewd

from an officer not below the rank of District Magistrate/Collector.

2.39 Another aspect of total lack of coordination with the State
authorities concerns provisioning of the sewerage and water supply
facilities to the staff quarters for which land was acquired by the
P&T Department. The complacency of the Department is evident
from a reply furnished to the Committee to the effect that “it_is
reasonable to presume that the local authorities concerned will pro-
vide sewerage and water supply at the appropriate time as TNHB
was developing the entire area for a housing colony”. As pointed
out in the Audit paragraph, the Department undertook and complet-
ed construction of quarters of Phase I and part of Phase II without
secaring provision of service facilities with the result that the
quarters could not be allotted to the employees resulting in loss of
Rs. 596 lakhs on account of house rent allowance and non-realisa-
tion of licence fee. The Committee desire that necessary instructions
should be issued to ensure that planning of such projects is done
in a coordinated manner in future and that the State Government
concerned is consulted at all stages.

NEw Devrnn; SATISH AGARWAL,
March 22, 1883 Chairman,

Chaitra 1, 1905 (S) Public Accounts Committee.
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