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INTRODUCTION

As authorised by the Public Accounts Committee, I hereby pre-
sent this Seventh Report on the Statutory Corporations, Govern-
ment Companies, etc., dealt with in chapters VIII and IX of the

Audit Report (Civil), 1962, which was laid on the Table of the
House on the 4th June, 1962. | f

i

2. In this Report the Committee have dealt with matters incor-
porated in chapters VIO and IX of the Audit Report relating to
Statutory Corporations, Government Companies and Government

Commercial and Quasi-Commercial Departments/Undertakings and
Autonomous Bodies. i |

3. The Committee examined the relevant chapters of the Audit
Report (Civil), 1962 at their sittings held on the 17th, 18th, 20th,
21st, 24th, 25th and 26th September, 1ith and 17th October 1962
and 11th and 16th January, 1963

4. This Report was considered and approved by the Committee
at their sitting held on the 15th February, 1963.

5. A brief record of the proceedings of these sittings has beem
maintained and forms part of the Committee’s Report on Appropris-
tion Accounts (Civil), 1960-61 and Audit Report (Civil), 1962.¢

6. A statement showing the summary of the principal conclu-
sions/recommendations of the Committee is given in Appendix IIL
For facility of reference, these have been pnnted in thick type in
the body of the Report. !

7. The Committee place on record their appreciation of the assis-
tance rendered to them in their examination of these accounts, ete,
by the Comptroller & Auditor General of Indis.

8. The Committee would also like to express their thanks to the
officers of the various Ministries concerned as also to the officers of
the concerned Corporations, Companies, Undertakings, etc. for the
co-operation extended by them in giving information to the Com-
mittee during the course of evidence.

New Drunr, MAHAVIR TYAGI,
The 20th February, 1963. o Chairman,
Phalguna 1. 1884 (Saka). Public Accounts Committes
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I
EVOLUTION OF PUBLIC SECTOR IN INDIA

In India the Second World War witnessed a notable expansion
in many of the industries. The conception of a Welfare State was
also beginning to take shape in the planning schemes formulated
by several parties in the country. The government of the day
sought to put to an effective use the planning consciousness of the
people by setting up a Department of Planning and Development.
In a statement on Industrial Policy issued by that Department in
April 1945 an attempt was made for the first time on the part of the
government to formulate a clear-cut policy regarding the role of

government and private enterprises in the future development of
the country.

The ’rlpdustries Conference which met in December, 1947, recom-
mended that a clear-cut statement about the demarcation of the
roles of government and private enterprise was essential if proper
development were tn take place in the country.

The Government issued a statement regarding its Smssdd Indus-
trial Policy in April, (948, indicating inter alia the role of Govern-
ment in the economic life of the country.

While indicating that the State must play a “‘progressively active
role in the development of indutries”, the Government felt that, for
some time to come, “the State could contribute more speedily to
the increase of national wealth by expanding its present activities
wherever it is already operating and by concenirating on new units

of production in other fields, rather than on acquiring and running
all other existing unitz "

Thus, the principle of Government ownership and controi was
made applicable to 4 segment of the economy comprising arms and
ammunition, atomic energy. and railwayv transport. In regard to
certain key industnes like coal, iron and steel, aircraft manufacture,
shipbuilding, manufacture of telephone. telegraph and wireless
apparatus, etc, the State was made responsible for further expan-
sion except to the extent where it considered the co-operation of the
private enterpnse necessarv for the purpose

The Government set up in March, 1950 2 Planning Commission
which was required explicity to formulate plans in conformity with /1
the Constitutional provisions and the Industrial Policy Resolution of



1948. The Commission observed that a rapid expansion of the
economic and social responsibilities of the State was necessary if
the objective aimed at was to be realised. This need not involve
complete nationalisation, the Commission said, of the means of pro-
duction or elimination of private enterprise, but it does mean a
progressive widening of the public sector and a reorientation of the
private sector to the needs of a planned economy.

In December, 1854, a further step was taken when Parliament
accepted a 'socialistic pattern of society’ as the objective of the
country’s economic policy, where the principal means of production
would be under social ownership or control. :

In view of the changed circumstances, the Government decided
to review their Industrial Policy “which must be governed by the
principles laid down in the Constitution, the objectives of socialism,
and the experience gained during these years.”

According to the revised Industrial Policy Statement, which was
announced on April 30, 1956, “the State will progressively assume a
predominant and direct responsibility for setting up new industrial
undertskings and for developing transport facilities. It will also
undertake State trading on an increasing scale.”

In accordance with the above policy the programme of public
sector projects in the Second Five Year Plan was substantially
expanded with a capital outlay of Rs. 2,400 crores which was half of
the total outlay envisaged in that Plan.

Audit of Statutory Corporations and Government Companies.

2. The question of parliamentary control over statutory corpora-
tions, Government companies, etc., had been engaging the attention
of the Public Accounts Committee for some time past. In para 8
of their Report on Accounts of 1847-48 (Post Partition) the Com-
mittee suggested that the Comptroller and Auditor. General sheuld
be empowered to conduct a test audit of ‘the accounts of the
Rehabilitation Finance Administration and the Industrial Finance
Corporation. In para 24 of their First Report, the Public Accounts
Committee (1951-52) observed that “if such concerns (Corporations)
are run independent of the control of Government or Parliament
there is a danger that public money might be frittered away
frivolous investments” The Committee therefore considered that
“ State sponsored Corporations should be regulated by
statutes of Parliament and their finances subjected to audit by the
Comptroller and Auditor General and scrutiny of the Publie
Accounts Committee” The Committee of 1952-53 while considertng



the working and audit of Private Limited Companies for the
management of Government industrial undertakings suggested
that “the Comptroller and Auditor General should have the un-
questioned right to_audit the expenditure of these concerns, by
whatever name they may be called, because they are financed from
the 'Consolidated Fund.” (Para 5, Third Report). The legal pro-
visions regarding the audit of accounts of Government companies
are contained in the Companies Act, 1956.

With the progressive participation of the State in the field of
industrial and social development the working of the Corporations
and Government Companies is gaining importance from the point
of view of their financial results and matters of policy in regard to
their constructions, terms of contracts and foreign collaborations.
The Comptroller and Auditor General was considering in what
manner the Public Accounts Committee might be assisted in thefr
examination of the Accounts of the Corporations and Compenies
with due regard to the time available to the Committee. He pro-
posed in 1961 that he would prepare a review on the working of
these undertakings and include it in the body of the conventional
Audit Reports, along with the comments on irregularities, losses,
etc, which are normally included in those Reports. The reviews
would generally deal with the following matters: —

(i) Important changes introduced in the working of the
concerns;

(i) Important agreements concluded by these concerns with
foreign collaboration;

(iif) Targets of production and actual achievements;

(iv) Cost of production of the articles manufactured as com-
pared to the market prices;

(v) The pricing policy of these concerns;
(vi) The borrowing policy of the concerns; and

(vit) The financial results of the working of the concerns
together with comments on the efficiency of these con-
cerns.  If possible, comparative figures of private under-
takings in similar fields will be added.

In view, however, of the fact that it might not be possible to review
the working of every undertaking every year because of the large
number of Corporations and Companies, and there might not be
anything of interest every yesr in the case of every undertaking,
the Comptru:ller and Auditor General thought that ordinarily, the
Corporations and Companies to be selected for review would be
those in which there were matters of interest to be reported to the
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Public Accounts Committee. These suggestions have been given
effect to for the first time in the Audit Report (Civil), 1962

At a sitting of the Public Accounts Committee held on the 12th
July, 1962, the powers of the Comptroller and Auditor General with
regard to audit of accounts of Government Companies were con-
sidered. It was pointed out by the Comptroller and Auditor General
that the normal manner in which the Auditors -of Government
Companies—private Chartered Accountants—perform their func-
tions was laid down in the Companies Act. These are generally
confined to their checking the correctness of the balance sheets and
profit and loss accounts. The Comptroller and Auditor General had
felt that, however important these might be for commercial organi-
sations, from the point of view of the public and the government
these accounts did not give a correct and complete picture of these
organisations. He had therefore decided to issue direction to the
chartered accountants auditing the accounts of these companies to
give him information on certain matters which would be of interest
to Parliament and would enable them to judge whether from the
financial point of view these organisations were run properly. The
Committee are glad to note that government have welcomed the step
taken by the Comptroller and Auditor General. In this connection
a detailed note furnished to the Committec by the Comptroller and
Auditor General regarding the position of audit of the accounts of
government companies is appended to the Report (Appendix I;.

The Committee welcome the improvements made by the Com-
ptroller and Auditor General both as regards the method and scope
of audit of Companies and the manner in which he proposes to
present his findings in his Audit Reports. They are satisfied that,
on the basis of the report received from the professional Auditors
with reference to the directions issued to them by the Comptroller
and Auditor General from time to time and on the results of his
own supplementary test audit, he will be able to present a broad
and objective review of a number of Companies in each Audit
Report, so that all of them come within the scope of such review in
a few years time. This will enable the Committee to make the
necessary appreciation of the financial working and achievements of
these Companies.

Audit Report (Civil), 1962, pp. 114-115, parc 94.

3. The Government commercial concerns, the accounts of which
are subject to the audit of the Comptroller and Auditor Genersl. fall
under the following cstegories: —

(1) Statutory Corporations
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(2) Government Companies.

(3) Departmentally managed Government " Commercial
Undertakings.

In the case of Statutory Corporations like Air India International,
Indian Airlines Corporation, the Comptroller and Auditor General
is the sole auditor. while in other cases he conducts audit scrutiny
over and above the audit carried out by Professional Auditors.

The accounts of Government Companies are audited by the
Professional Auditors appointed by the Central Government on the
advice of the Comptroller and Auditor General. He also conducts a
supplementary or test audit of these accounts and gives his com-
ments upon or supplements the reports submitted by the Profes-
sional Auditors. The Companies Act has also empowered the
Comptroller and Auditor General to issue directions to the auditors
in regard to the performance of their functions, In order to make
their audit more fruitful and furnish useful data for a correct
appreciation of the financial operation of these Companies specific
directions under Section 619(3) (a) of the Companies Act, have been
issued to them in March, 1962, as already mentioned earlier.

The Statutory Corporations and Government Companies enjoy
considerable autonomy in day to day working subject to the relevant
statutes and Memoranda and Articles of Association respectively.
But departmentallv managed Undertakings are governed by rules
and regulations framed bv Government. Since their receipts and
expenditure are transacrions relating to the Consolidated Fund of
India, the Comptrolier and Auditor General is statutorily responsible
for their audit.

The Committee have dealt with the various categories of Govern-
ment commercial concerns etc. in the following chapters.
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STATUTORY CORPORATIONS
Page 115, para 95 of Audit Report (Civil), 1962

4 The following five Central Government Commercial Corpora-
tions were in existence on the 31st March 1961 :

1. Air India Internaticnal

2. Indian Airlines Corporation

3. Central Warehousing Corporation

4. Industrial Finance Corporation

5. Oil and Natural Gas Commission.
Their financial position on the 31st March 1961 has been given in
Annexure ‘A’ of the Audit Report (Civil), 1962 at page 116. The

statement does not include figures pertaining to the Oil and Natural
Gas Commission as its accounts for 1960-61 were not ready till the

printing of the Audit Report.

Besides making investment in the form of Capital and advancing
loans to these Corporations, the Government have. also—

(i) granted a subsidy of Rs. 5'89 crores to the Indian Alrlines
Corporation in 1958-60 to meet their accumulated losses;

(ii) waived interest upto 1st October 1966 on loans amounting
to Rs. 847.76 lakhs and Rs. 812:89 lakhs respectively in
the case of Indian Airlines Corporation and Air India
International,

(ii) guaranteed minimum dividend of 2¢% and 31% respective-
ly in the case of Industrial Finance Corporation and
Central Warehousing Corporation; and

(iv) guaranteed loans of Rs. 6-97 crores and Rs. 22'24 crores
raised by the Air India International and Industrial

Finance Corporation respectively.

Out of the four Corporations three have earned a profit of Ra. 212
lakhs and one has suffered a loss of Rs. 2.20 lakhs. The total return
for the year 1960-81 was Rs 394.79 lakhs. The return includes not
only the net profits and losses as shown in the balance sheets but
also interest paid or provided for by these concerns on loans given

]
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to them by the Government or raised elsewhere except in certain
cases. This gives a yield of 44% on the total amount of Rs. 8,869.23
lakhs employed as Capital in these four Corporations,

The Committee will now proceed to deal with the Indian Airlines
Corporation and the Rehabilitation Finance Administration in the
following paragraphs. 4

MINISTRY OF TRANSPORT AND COMMUNICATIONS
INDIAN AIRLINES CORPORATION

Indian Airlines Corporation—Pages 118-123, para 96

3. The Indian Airlines Corporation set up under the Air Corpo-
mation Act 1953 took over the undertakings of eight Air Transport
Companies with effect from 1st August 1953. The total amount of
eompensation paid to the seven companies was Rs. 319.45 lakhs, while
mo compensation was payable to one company as its liabilities
exceeded the assets,

(i) Financial Results

The Corporation started with an initial capital of Rs. 4.16 crores.
The Government advanced various amounts from time to time for
the acquisition of assets, for working capital and for discharging
the liabilities of the Corporation. The total amount invested by the
Government (including advances) upto 31st March 1961 was Rs. 16.96
erores. According to a decision taken by Government in October
1959 the total amount advanced upto 31st March 1961 had been
divided into Equity Capital and Loan of Rs. 8.48 crores each.

The financial results of the Corporation during the last five years
were as follows:—

(Rs. in lakin)

1956-57  1957-¢8  1948-59 195960 1960~

Operating Revenue | . . 85135 93607 1082:49 1190.23 1306-27
Operating Brpenditure . . 961-7% 102429 317 -1 18y F iz EFco
Operating Profit (+) Lows (—) —100-43 =—o8.23 [—87°66 <308 +71
Noa-opersting lncome . . 197 594 ys “8 1718

Non-opetating expenditure - . 1) 0 7.04 5t 19 8x

R — o




19 -57 1Y 1958-59 1959-60 198061

Profit (+) Loss(-—) . . ==208-79 —103-07 —91'I9 +9:81 468
Interest on loan which has been

waived . . . . 14°92 18.25 3582 47.80 4060

TotaL—Loss . ==123°71 —121'32 —127°01 —39°99 ~—35'92

In the published Profit and Loss Accounts of the Corporation,
interest payable to the Government each year on the loans advanced
was not taken into account as the Government had waived the
interest on the debenture Capital and Loans upto 1st October, 1966.
Due to the revision of pay and allowances the Corporation would
have to pay Rs. 92 lakhs towards arrears of pay and allowances.
Against this liability of Rs. 92 lakhs, the Corporation had provided
for only Rs. 43 lakhs in 1960-81 in arriving at the net profit during
the year. Had the entire liability been provided for the result
would have been a net loss of Rs. 44.32 lakhs without taking into
account the interest liability of Rs. 40.60 lakhs which has been
waived hv Government.

. During the course of evidence the Committee were informed
that the bulk of the fleet with the Corporation consisted of Dakotas,
which were very old and gradually becoming uneconomic to operate.
Besides, the Corporation was also required to operate on certain
uneconomic routes. A hope was, however, expressed by the repre-
sentatives of the Corporation that with the adoption of their
proposed schemes for replacement of aircraft the Corporation would
be able to make a fair return on the capital advanced by Govern-
ment.

In October 19589, when the Public Accounts Committee (1958-60)
examined the Accounts of the Corporation for the years 1956-57
and 1957-58, similar reasons were advanced in cxtenuation for the
losses incurred by the Undertaking {from year to year. The Commit-
tee then expressed the hope that an all out effort would be made
to minimise the working expenses of the Corporation (¢/f paras
91 and 92 of Report and 175 of Proceedings of 25th Report of PAC—
Vol. 11). The Committee now regret to observe from the Table
given on the previous page that in the year 1960-81 expenditure
(both onerating and non-operating) had registered an increase as
compared to the earlier years. The Committee would once again
| urge upon the Corporation to review the position and take effective
* measures to reduce their overheads and other werking expenses se



that the Undertaking may not continue to be
Exchequer. They would watch the results of
this regard through subsequent Audit Reports.

(if) Fleet

a Liability om the
the action tak.%

6. The following table gives the position of fleet as on 31-3-1961: —

Sky Vik- Her- Vis- Other

Dakotas mas-  ings ons co- small Toul
ters unts Air-
craft
‘No. of Aircraft taken over
on 1-8-19¢3 . 74 12 0
Purchased after natmm- 3 »
lisation . [ 3 .. 8 10 26
79 6 12 8 10 10 128
Lass
My W wen off or sold
by ,.e Corporation . 25 1 .. 1 10 3y
(i) Grounded fleet . .. .. 12 7 . .. 19
Active fleet as on 31-3-
1961 . . . <4 5 10 .. (%)

As part of it programme for the replacement of the Dakotas
fleet, the Corporation purchased 5 Fokker Friendship Aircraft in

1961, Since the new aircraft were put into service, seven Dakotas
had become surplus.

The question of selling the grounded Viking aircraft was con-
sidered by the Corporation in 1955. In March, 1957, two parties
offered to buyv two aircraft at £25000 and £22,500 per aircraft
respectively. The sanction of the Government for the sale of
aircraft was received on May 8, 1957 but  permission for export
was not accorded till August, 1957. The Public Aceounts Committee
(1961-62), who dealt with this case had desired that the matter
should be thoroughly investigated and responsibili'v fixed for the
various lapses. The action taken on the Committee's recommenda-
tion has not yet been intimated. The Committee would like to be
informed of the action taken in this regard at an early date.

7. Eight Herons were purchased in 1955 at a capital expenditure
of Rs. 60.66 lakhs. These were, however, found uneconomical in
eperation and in March, 1957 the Board decided to sell two of these
aircraft. Only one aircraft could be sold to Messrs Hindustan Steel
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Limited for Rs, 5,20,000. The remaining 7 having a depreciated
value of Rs, 22.04 lakhs did not find a market and were ultimately
grounded by 1960-61. It was admitted in evidence that the initial
purchase of Herons was a mistake but it was considered to be a
bonafide error of judgment on the part of management for which
no one could be blamed. Although the aircraft had run only 2 to
3 thousand hours as against the normal life of 30 thousand hours,
they had been grounded as they proved uneconomic and failed to
attract passengers. The Committee feel concerned to note such
lapses on the part of a commercial organisation. They trust that
due care will be exercised in the disposal of the aircraft since they
are practically new. Further in the context of the emergent situation
the Committee hope that best possible use would be made of all the
serviceable aircraft.

(iii) Operating coet

8. The operating cost per revenue flying hour for various types
of aircraft operated by the Corporation is given below:—

1958-59  1959-60  1960-61

Rs. Rs. Rs.
Dakota . . . . . 724 60 733 8o 775" 20
Skymaster . . . . 180810 1620°60 1663 00
Viscount . : . . . 1681°90 1596°20°* 1762°60

Although there had been some improvement in the operating
cost per revenue flying hour in the case of Skymaster, the cost of
operation of Dakotas had been steadily increasing from 1858-59 to
1960-61. The position was examined by the Cost Structure Commit-
tee in the year 1959, which had made certain recommendations with
a view to controlling the high costs of overhauls. In evidence, the
General Manager of the Corporation urged before the Committec
that there had been an upward revision in the scales of pay of the
emplqyees of th2 Corporation and the cost of equipment had also
gone up by 50 to 60 per cent. In para 94 of their Twenty-fifth
Report (2nd Lok Sabha) the Committee had impressed upon the
Corporation the nced for fixation of norms of output for various
categories of workers. In s note by the Ministry indicating action
taken on the above recommendation, it has been stated that while
norms for certain major operations in the Engineering Department
had been laid down, Staff Assessm=nt Committee had been appointed
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in other Departments. to.reassess the requirements on the basis of
actual work load. It has been added that the nature of Corporation’s
operation is such that it is not possible to lay down rigid norms in
all spheres. The Committee have also been informed that with a
view to obtaining greater productivity the Corporation have recently
entered into agreements with the various Unions/Associations and
the Corporation are seeking their cooperation in removing wasteful
practices. It is also the intention of the Government to pursue this
question further by annual reviews of the costs of operation with
reference to standard cost of operation. The Committee suggest that|
the results of these Annual Reviews should be published in the
Annual Reports of the Ministry.

(iv) Spare Parts, consumable stores and tools

9. According to the Audit Report the vearly purchase of spire
parts, consumable stores and tools by the Corporation had been in
excess of their annual consumption resulting in cumulative increase
of stock every year as indicated in the statement below:—

{Figures in lakhs)

Opening Receipt Consump- Closing

Balance tion Balance

Rs. Rs. Rs. Rs.

1955-59 . . . 410 127 102 335
1959-60 . . . 435 106 83 453
1960-61 . . . 453 128 1y 467

The balance on 3ist March 1261 included obsolete/redundant
stores. The value of stores relating to Vikings and Herons which
have been grounded, amounted to Rs, 67:58 lakhs and in respect of
Dakotas the value of redundant stores was estimated at about
Rs. 50 lakhs. Thus the total value of obsolete and redundant stores
in respect of these aircra® came to Rs. 117°58 lakhs against which
the Corporation had provided an obsolescence reserve of Rs. 7674
lakhs for all types of aircraft including the Viscount and the Sky-
master. The General Manager, .A.C., informed the Committee in
evidence that a list of surplus stores had been prepared and circulated
“to the Air Force, the Navy and certain private operators. The
Corporation expected to sell in this manner stores worth ¢~
lakh of rupees. The balance would be disposed of as scrap. In

2668(Ai1)LS—2.
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extenuation of the reasons for the accumulations it was urged that
the stores were acquired by the private Airlines before the 1.A.C.
(was formed. Since then the Corporation was engaged in sorting
them out and assessing their utility. The Committee feel that the
time taken by the Corporation in the disposal of the obsolete spare
parts etc. has been rather excessive. They would now urge expedi-
,tion in this work.

While commenting on the unsatisfactory state of stores and
equipment accounts, the P.A.C. (1959-60) had urged upon the Corpo-
ration to give serious attention to the work of reconstituti of
accounts and regularisation of discrepancies. They regret t I\ rve
that the work is still incomplete.

MINISTRY OF FINANCE
REHABILITATION FINANCE ADMINISTRATION
Rehabilitation Finance Administration—Pages 123-124, para 97

10. The Rehabilitation Finance Administration was established
in June, 1948 under the Rehabilitation Finance Administration Act,
1948 for the purpose of giving financial assistance on reasonable
terms to displaced persons to enable them to settle in business or
industry. Under Section 11 of the Act, the funds of the Administra-
tion were to be provided by the Central Government and carry
interest at 3 per cent per annum,

The Administration was placed in liquidation at the close of
business on the 30th June, 1960 and was dissolved on 31st December,
1960. Thereafter, the asse's of the Administration vested in the
Central Government and thce Ministry of Finance have been
entrusted with all the powers of the Administration in recovering
the loans remaining unpaid.

Out of a sum of Rs. 10-40 crores advanced under Section 11 of
the Act by Government as loans to the Administration from time
to time, an amourn!t of Rs. 5°12 crores was repgid upto 31st December,
1960. N» intercsi . .i however, paid by the Administration to the
Government at #=v time, as a decision was taken by Government in
Navember, 1951 that the payment of interest might be deferred untl
such time as the Administratinn,  showed suficient profits. The
accumnulated amount of interes. which stood remitted on the dissolu-
tion +! the Administration amounted to Rs 2-24 crores,

The Administration during its existence advanced loans to dis-
placed persons of East and West Pakistan, amounting to Rs. 11-22
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«crores charging interest at 6 per cent. The rate of interest was
reduced to 44 per cent, with effect from 1st April, 1954 upto a loan
of Rs. 20,000 with 1 per cent. rebate for timely repayments. As the
margin between the lending and borrowing rates of interest was
not adequate to cover the administrative expenses, the Administration
incurred losses totalling Rs. 78:84 lakhs after setting off the reserve
for bad and doubtful debts amountiné to Rs. 117 crores.

The outstanding balance of loans and interest due from the
borrowers as on 31st December, 1960 amounted to Rs. 5-95 crores and
Rs. 135 crores respectively, which include Rs. 404 crores and

Rs. 1'24 crores representing overdue amounts of principal and
interest respectively.

Explaining the present position regarding realisation of outstand-
ing loans, the representatives of the Ministry of Finance stated in
evidence that the total amount including interest, outstanding on
30-11-1962 was about Rs. 61 crores—Rs. 1'89 crores in the Western
Region and Rs. 4:12 crores in the Eastern region. Out of this. a
sum of about Rs. 2'5 crores was likely to prove as bad and doubtful
debt and therefore the amount expected to be recovered was about
Rs. 3'5 crores only. OQut of this. about Rs. 1 crore were likely to
be realised through adjustment of compensation claims. The total
number of cases outstanding at present was 9938 out of which in
3,837 cases the entire loan has been recalled and certificates issued
through the collectors for their recovery. However, the collectors
had not been able to effect more recoveries because of non-availa-
bility of attachable properties etc.

As regards establishment expenditure on the recovery of these
‘Joans, the representative of the Ministry stated that the total
strengih of .ff in the Rehabilitation Finance Administration unit
as on 30-11-B2 was 157 as against 215 on 1-1-1961 when the work of
the Administration was taken over by the Ministry of Finance.
The total establishment expenditure was about Rs. 51,000 per month
whereas the recoveries per month were of the order of Rs. 4-54 lakhs.
Asked whether in view of the large expenditure incurred on the
renlisation of these loans, it was not possible {o transfer these loans
to the State Governments and entrust them with their recovery,
the witness stated that the question of the recovery of these loans
was taken up with the Government of West Bengal and Assam etc.
but the State Governments did not agree to the proposal unless the
doubtful debts were written off. Further the State Governments also
might require additional staff for renlising these loans and might
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ask for reimbursement of expenditure incurred thereon. In view
of large number of cases, the collectors might not be able to handle
the work with their existing machinery,

#

The Committee regret to note that, even according to the
Ministry’s own assessment, out of total loans advanced to the dis-
placed persons by the Rehabilitation Finance Administration amount.
ing to Rs. 11.22 crores, the bad and doubtful debts were likely to be
of the order of Rs. 2.5 crores or 229, of the total foans advanced. It
is apparent from the high percentage of doubtful debts that the
handling of loans by the RF.A. had not been satisfactory. The
Public Accounts Committec (1958-59) in their 18th Report had
examined in some detail virious irregularities committed by the
Administration in the grant of these loans and their recovery, The
Audit Report on the Accounts of the Administration for the  wvenrs
1958 and 1958 also. considerced by the present Conunitiee, did  not
indicate any improvement in itz working,  They come across seversl
cases in which the officials of the Administration failed  to mae
proper verification of the gusranters cte resulting in loans hoving
been advanced against the security of fictitious marantors. In one
case a loan of Rs. 20.000 wos sanctiuned to s laanes even  without
taking any security or guarantee. The administroiion slso farled to
take up recovery proceedings immedintely after the borrowers had
defaulted to pay the dur instalments of principal and interest. These
‘irregularities pre<ent a dismal picture of the manner in which the
:Administraﬁon was conducting its affairs resulting in avoidable loss
‘of public money.

The Committee also ohserve that even after entrusting the work
‘of recovering the outstanding loans to the Ministry of Finance, the
total recoveries of both principal and interest had been only abeut
Rs. 1'2 crores during the period of nearly two years. They are not
‘satisfied with the progress made in this regard especially in view of
‘the fact that most of these loans are now overdue, In view of the fact
that the establishment charges incurred on the realisation of these
Joans come to nearly 107, of the recoveries, the Committee would urge
‘that vigorous and effective steps should be taken to expedite the
irecovery of outstanding loans.

2 The Committee also desire that with a view to ensuring sn ocono-
;mieal working of the Rehabilitation Finance Administration Unit, its
iestablishment charges should be periodically reviewed in tbﬂ light of
{the outstanding cases, and suitable economies effected.
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GOVERNMENT COMPANIES

Pages 124-125, para 98 of Audit Report (Civil), 1982

11. There were 43 Central Government Companies on the 31s$
March, 1961 under the administrative control of ten Ministries.
Financial position of these companies, as on 31st March, 1961 is given
at Annexure B of the Audit Report (Civil), 1962, at page 126. Out
of the 43 Companies, 31 are fully owned by the Central Government
and the remaining 12 are owned in conjunction with State Govern-
ments and private parties. The total paid up capital of the com-
panies on the 3lst March, 1961 was Rs. 536°94 crores of which the
Central Government contributed Rs. 53037 crores. The balance of

Rs. 6-57 crores was contributed by State Governments and private
parties.

Some of these companies have also raised long term loans at
varied rates of interests, mainly from the Government of India. The

loans as on the 31st March, 1961 totalled Rs. 372'28 crores raised by
24 companies.

The Government of India in June, 1961, prescribed that all

Government Companies should maintain a ratio of 30 : 50 between
equity capital and loans.

In addition to making investment in the form of equity capital
and grant of loans the Government have ulso—

(i) granted moratorium to the pavment of interest on loan
upto 31st March, 1962 in the case of Hindustan Steel;

(i1) granved annual subsidies to meet their operational deficits
m the case of Hindustan Shipvard Ltd., Indian Handi-
ceofts Development Corporation Ltd. and National In-
dustrial Development Corporation Ltd.; and

(ii1) guaranteed loans amounting to Rs. 20017 crores raised

Lod

bv 7 companies,

26 companies (paid up Capital Rs. 147-04 crares) earned profits
amounting to Rs %89 crores while 17 companies (paid up capital
Rs. 389 crores) showed a total loss of Rs. 3-56 crores. The  total
capital emploved in 43 companies was Rs. 820°42 crores and the total

13
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return for the year was Rs. 8:52 crores. The return includes not
only the net profits and losses but also interest paid or provided for
by the concerns on loans given to them by Government or raised
elsewhere except in certain cases. This gives a yield of 0°93 per
cent on the capital employed.

The Committee now proceed to deal with some of the individual
Government Companies in the subsequent paragraphs.

MINISTRY OF TRANSPORT & COMMUNICATIONS

HINDUSTAN SHIPYARD LIMITED
Pages 134—138, Para 99 of Audit Report (Civil), 1962

12. The construction of the Shipyard at Visakhapatnam was ori-
ginally started by Scindia Steam Navigation Company Limited in
1941. The construction of ocean going ships commenced from 1946.
On 21st January 1952, a Private Limited Company known as Hindu-
stan Shipyard Limited was registered. On the 31st March, 1961 the
paid up capital of the Company was Rs. 55967 lakhs out of which
the share of Messrs. Scindia Steam Navigation Company Limited
was Rs. 104'25 lakhs. This share was acquired by the Government
of India for Rs. 80-38 lakhs. The Government of India also granted
loans and advances to the extent of Rs. 21'26 lakhs on account of
(i) Dry Dock Project; (ii) Yard Development Scheme.

Financial Results

Apart from the Government investment of Rs. 45542 lakhs
towards share capital of the Company, the Government of India have
paid Rs. 509:18 lakhs as subsidy to the Shipyard on account of the
difference between the sale price and their own cost.

In respect of work: undertuken for which no subsidy is pavable
by the Government, the Company had upto 3Ist March, 1961, in-
curred an accumulated loss of Rs. 8 49 lakhs.

The following table indicates the performunce of the Cumpany
dur.ng the past five years: —

Year Subsidy  Net Profit)
Loss

(Rupees in lakhs)

-5 . ‘ : : 97 (—4°75
1958-59 S 45 {-)o-o§
1959-60 : : , : ‘ . 115 (+)0 69

1960-61 : . . . : ‘ : $4 (+)064
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The position of continuous losses incurred by the Company was
examined by the Public Accounts Committee (1958-59) in their 18th
Report. They had desired that early measures should be taken up
to reduce over-heads and step-up production. In the subsequent
year the Committee were informed of the action taken in this regard,
and they decided to watch the results through subsequent audit
reports. (cf. para 83 of 25th Report). From the table set forth
above, the Committee note that the Shipyard had started earning
profits since 1959-60. While they welcome this change, the Com-
mittee feel that the performance of the Shipyard still leaves much
to be desired, as the profit during 1960-61 works out to only 0:29, of
the total capital employed on the undertaking. Further, the fact
that the construction of ships is still being subsidised by Govern-
ment indicates that the Shipyard has not yet become fully self-
supporting, total subsidy paid upto 31st March, 1961 being Rs. 509:18
lakhs. The Committee trust that no effort will be spared in plan-

ning and organisation with a view to improving the working of the
Shipyard.

(ii) Construction of Ships Co S

13. The Shipyard had a capacity of 15-18 thousand D.W.T. upto
August 1960, which was further raised to 25-30 D.W.T. The Second
Five Year Plan envisaged the construction of 1 lakh D.W.T. of which
the keel of six ships was laid during the First Five Year Plan. Against
this target, the Shipvard had delivered 11 ocean going ships of
68,600 DW.T. in addition to one Survey Vessel one Tug and one
Steam Launch of approximately 700 DW.T. Seven ships were under
construction on 31st March, 1961. The foreign exchange content in
each ship construetion was about 53 per cent. of the total cost. The
progress of construction was. therefore, dependent upon the avail-
ability of essential imported machinery and materials. The Ship-
vard had not been able in the past to adhere to the original scheduled
delivery dates. According to the Audit para the construction and
delivery of eight ships was delaved feor various periods ranging from
eight to twenty months. As a result of these delays the Shipyard
had to agree to specil payment facilllies being given to purchasers.
During the course of cvidence the Committee were informed that
the principal items in the construction of ships which required
foreign exchange were (i) engines and (il) steel plates. It was hoped
that steel plates would now be available within the country. It was
also proposed to set up a marine engine manufacturing plant in
India. In the opinion of the Committee, strict adherence to the time
ocludnl.holprhmimpomnceinomuddugnhﬁum;
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the Shipyard specially in the background of the general shortage of
Indian ships. Any complacency shown in this regard was bound to
have an adverse effect on the prospective purchasers. The Com-
mittee would like to be informed of the progress made from year
Hto year in reducing the foreign exchange™ement in the construc-
tion of ships.

The Committee had desired to be furnished with a note stating
the installed capacity of the Shipyard and the extent to which it
was being utilised. The Committee regret to observe that the infor-
mation is still awaited.

(iii) Pricing Policy

14. The Government prescribed in 1953 that the Shipyard should
quote price of a ship related to UK. cost of a similar ship. Simul-
taneously the Shipyard was required to supply the Government an
estimote of its own cost. The difference between the UK. parity
price and the estimated cost of construction of a ship in the Ship-
vard was to be the maximum subsidy payable by the Government,
In actual practice, however, the cost of construction of a ship in
U.K. as ascertained by the Shipvard was disputed by the purchasers
and the actual sale price was decided by negotiations by the Pricing
Committee of the Shipyard with the purchasers, who always manag-
ed to get a lower quotation than that originally obtained by the
Shipyard. Thus Government had to pay a higher amuount of sub-
sidy viz. the difference between the price as settled between the
purchaser and the Shipvard and the actual cost pf construction. In
evidence, the Director-General, Shipping informed the Commitlee
that the price of a simtlar ship consiructed in UK. (Germany  and
Japan in the case of later types of ships) formed the basis for noegn-
tations. The actual price however  depended on the pasition of
demand and supply. The Committee feel that the existing procedure
is far from being satisfactory. As the entire extra margin between
the sale price and the actual cost of production v prad by the Gov.
ernment ag subsidy (total subsidy pad upto 3190 March, (861 being
Reo 50718 lukhs), there is little incentive left with the Shipyard
cither o abtam a higher price {or the ships or to redduce the eost of
conitruction,  They were informed in the cnurse of evidence  that
a formula in consultation with the ship-owners was heing devised
which would provide incentive to the Shipyard 1 reduce the cost
of construction, The Committee would urge that the matter may
be expedited, as it is long overdue.
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MINISTRY OF STEEL & HEAVY INDUSTRIES
(Department of Heavy Industries)

FERTILIZER CORPORATION OF INDIA LTD.
(Sindri Unit)

15. The Sindri Fertilizers and Chemicals Ltd.,, a Government
owned Company was set up on 16th January, 1952, Prior to the
formation of this Company, the project was managed by the Govern-
ment of India, Ministry of Production from 1947 to 1951. The net
assets transferred to the Company were valued at Rs. 2,449°57 lakhs
out of which Rs. 1,700 lakhs were treated as paid up capital and the
balance of Rs. 749-57 lakhs as loan bearing intercst at the rate of
44°; per annum. Since then, further loans have been givin to the
Corporation by Government and the net amount of securr4 and

unsecured loans advanced by Government on the 31st Mar 781
was Rs. 1,094-93 lakhs.

Upto December 1960, the Sindri Fertilizers and Cheminnls Lid.
functioned as an independent Company. On 1st January, 1961 it
was dissolved and amalgamated with the Hindustan Chemieals and
Fertilizers Limited and thereafter became a constituent unit of the
Fertilizer Corporation of India Limited.

The main business of the Sindri Unit is the production of <> mi-
cal fertilizers, riz. ammonium sulphete, ammonium sulphate n:trate
(alsa called double salt) and urea. It also produces coke renu’red
for the process of manufacture of fertilizers. Of these, ammaonium
sulphate is the most important.

Ammonium Sulphate—Targets and Actual Production—pages 133-39,
para 100¢ID (&)

16. The guaranteed capacitv for the ammenium sulphate olant
is 350000 long tons per annum. Howewver, the actual production
during the 9 vears ending 19680-61 indicated that »lthough 95 ~f the
rates) capacity was achioved in 1956-537 and +his percentage v s more
or less maintaed unt:! 1958-39, there was a <harp {2l in projuction
in 1858.80, when 0 went down to 81377 of the rated eapncine, It
recovered only slightly in the following vear 85-837). The f-tow-
ing tablp gives the position in this repard.—

Peaduction  Peroe-vage

Year in toag tons ofraced
) capacity
1 2 3

SR e e 8 A4 A AP AT, S ST A 3, MR RSl B 4 LN B 8 i SRR b T p— EAUR—

1953-53 . . . . . . ‘_ 3.29;;:;5 mm- .
1933-54 C e 249983 214




20

-
N
w

1954-55 - e e e 2,99,983 85:7
1955-56 . . . . . . 3,26,062 93:2
1956-57 e e e e 3:33,706 95+ 06
1957-58 . . . . . . 3,32,031 94'9
1958-59 . . . . . . 3,30,122 94°3
195960 . . . . . . 2,85,248* 81-3
196061 . . . . . . 3,00,395 85-83

{*This includes 45,000 tons of ammonium sulphate from ammonia which was diverted:
from going to the Ammonium Sulphate Nitrate Plant).

/*The Committee were informed during evidence that (wo main
~“difficulties in achieving the rated capacity was non-availability of
proper type of coal and gypsum. It was with great difficulty that
the Corporation was getting supplies of Dishergarh Coal. Lately,
the mine which had been supplying this type of coal had been
declared to be unsafe by the Chief Mining Inspector and might be
closed shortly. Experiments were being made with other types of
coal, to keep up the production targets. The gypsum available was
also only about 857 pure whereas the plant was designed to use
91-937¢ purity gypsum available (from sources now in Pakistan).
Steps were being taken to exploit two good reserves of gypsum at
Manglod and et Mohangarh. As regards sharp shortfall 1 5. «due-
tion in 1959-60, the representative of the Ministry admitted that the
main reason was utilisation of all the gas generators during 1956--58,
without providing for any stand-by unit as prescribed by the manu-
facturers which resulted in serious break-down due to inadequate
maintenance of the gas plant. Steps had been taken to improve the
position and the old plant had been brought back to normaley. In
1961-62 the production of ammonia was 89375 m. tons as against
84,194 m. tons in 1960-61 and 73,797 m. tons in 1959-60.

I3

g The Committee observe that although the production during the
‘years 1960-61 and 1961.62 has shown some improvement over the
Elow production during 1958-60, it is still far from satisfactory. In
pursuance of their earlier recommendation in paras 27.28 of the
i23th Report {1953.60) the Commitlee were informed that the fall
'in production had been engaging the carnest attention of the Com-
|pany and the Government. They trust that effective measures
‘would be taken by the Corporation to ensure that the rated capacity
of the plant is achieved ecarly. 'Yy

Lok
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The Committee would also invite attention in this connection te}
the recommendation of the Tariff Commission in December 1959
that Government should ask the Coal Controller to take immediate|

steps to make available to Sindri Fertilizers and Chemicals Limited!

such grades of coal as would enable it to obtain the right blend f

its coke production regularly and in adequate quantities from near-
by collieries. They desire that the matter should be pursued with}
the Coal Controller. ‘

Cost of Production—pages 141-142, para 100 (III) (b)

17. While the landed cost of imported ammonium sulphate is
going down from year to year, the cost of production of ammonium
sulphate at Sindri has been going up and had increased from
Rs. 226°50 per long ton in 1957-58 to Rs. 28096 (approx.) in 1960-61,.
as would be evident from the figures given below:—

Year Cost of Unit —Long tons —

Production Average landed cost’
Rs. Rs.
1957-58 . . . 226-50 219 CIF USSR’
302 C&F [raly
307 C&F W. Germany’
1958-59 . . . 234'57 247 C&F Taly
252 C&F  Japan
1959-60 i . . 272:60 202 C&F Italy & W. Germany,
205 ClF USSR’
229 C&F  Japan
1960-61 : . 250796 217 {(Average coost per m. ton)
{approx.)

Along with the increase in the cost, the retention price has also
gene up from Rs. 270 per ton in December 1956 to Rs. 300 per ton.
In December 1959, the Tariff Commission recommended retention
price of Rs 282 per lng ton for period of three years, te. for
1939-60, 1960-61 snd 1961-62.  In October 1960, the management
represented that as the estimated output at Sindri during 1959—82
was not likely to be more than 285,000 tons per year as against 320,000
tons assumed by the Commission and as considerable difficulties were
being encountered in  connection with production of ures and
ammonium sulphate nitrate from the new plants the rates should
be revised. The Tariff Commission re-examined the matter in
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November 1960 and recommended the retention price of Rs. 300 per
long ton from 1st April 1959 for three years.

Explaining the reasons for higher cost of production of ammenium
sulphate as compared with that in other countries, the representative
of the Ministry stated in evidence that comparison of the cost of
production in India and other countries should be viewed in the
light of various factors such as raw materials, manufacturing process-
es and plant size etc. Although fcrmerly the indigenous cost of
production compared favourably with that in other countries, the
cost of production had gone down in other countries as the industry
had switched over from coal to oil. Further in most of the countries
the fertilizer industry was a part of complex chemical industry with
the result that after taking into consideration various by-products
the ccst of main products was low. Quite often the export of
fertilize -+ wne »1sn subsidised by other countries.

As regards steps taken to bring down the cost of production, the
representative of the Ministry stated that it was proposed to convert
these fertilizers factcries as complex chemical factories to obtain
more by-products. It was also proposed to switch over part of the
production of ammonium sulphate by direct neutralisation of
ammcnia with sulphat» with a view to reducing the cost of produc-
tion in the long run. The Planning and Development Wing at Sindri
was engaged in research work for achieving economy in the use of
raw materials and avoiding wastes in wvarious processes, etc.

The Committee alsn learnt that despite high cost cf production
of fertilizers at Sindri, the price pavable by the cultivators was
higher still. The entire production of ammonium sulphate in the
factory was beinpg distributed through the Central Fertilizer Pool
administered bv the Ministry of Food and Agriculture. The f{actory
was allowed a retention price as fixed from time to time by the Tariff
Commission which generally included 1077 return on total capital
#mploved. The Pool issue price was fixed by the Fertilizers Pool
taking into account the purchase price of indigenous products from
varinus units and of imported  material including various  other
expenses. The Committer were informed by Audit that the pools
average price was shout Ry, 60/« per ton more than the retention
price allowed to the factory. In addition, the State Governments,
through whom the fertilizers wore distributed to the consumers, were
also allowr® some margin for meeting various expenses. The Com.
mittee, therefore, dezired to be furnished with a note showing the
(1) actual cost of proaduction, (b) price charped from  consumers,

(c) details about the differcnce between (a) and (b). This note is
still awaited. -
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The Committee need hardly emphasise the imperative need of
extensive use of fertilisers to step up the out-put of food and com-
mercial crops. In order to attract the agriculturists, it is necessary
that the final price of fertilizers payable by the consumers should be
kept as low as possible by effecting economies both in the cost of
production and in the expenses incurred by various intermediary
agencies. (In this connection attention is invited to paras 27—30
and 39—42 of the 120th Report of the Estimates Committee— (1960-
61).

Ammonium Sulphate Nitrate (Double Salt) and Urea—pages 139-40
and 142, para 100-1I (b) and III (¢)

18. Apart from Coke, the Coke Oven Plant produced 10 millicn
cft. of gas per day. In order fullv to utilise this gas for the produc-
tion of different types of fertilizers, a lump sum contract for Rs. 7-02
creres was entered into by the Sindri Unit in Januarv 1955 with an
Ttalian firm for the supply and complete crection of (i) nitric acid
plant, (ii} ammonium sulphate nitrate plant, (iii) gass reforming
plant and (iv) urea plant. These plants were completed on 18th
October 1958 and taken over by the Sindri Unit on 28th September
1959. There was delay of 11 months and 17 days in setting up of
the plants by the contractors. The penalty assessed for delav in
erection and commissioning of the plants, was Rs. 3473 lakhs but
the Company could recover Rs. 19°50 lakhs onlv as part of the delay
was caused by the Suez Crisis, and certain other factors for which
the contractors cculd not be held liable.

According to the terms of the contract the daily out-put of the
ammonium nitrate and urea plants was to be 400 and 70 long tons
respectively. The rated capacity and the actual production cf these
two tvpes of fertilizers are as follows: —

Ra‘ed Actusal Actual pro-
Annual production duction
Name of the Plant out-put from Oct.,  from Ocr.,

1959 to Sept. 1960 to Sept.
1960

1961
(LLongrons) (Longtons) (Longtons)

[ TR - [

Ammonium Sulphate Nitrate . 1,38.000 29,188 46,081

Urea . , . , 24.150 6.626 12,759

LIPS et SRR L
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The shortfall in production was stated to be due to the unsatis-
factory performance of the foreign collaborators, lack of sufficient
small size coke and Dishergarh coal and defect in the plants. At
the time of the guarantee test the contractors could achieve the
average production of only 342 long tons of ammonium sulphate
,nitrate per day against the guaranteed capacity of 400 tong tons.
Although for this failure a penalty of Rs. 4:87 lakhs was recovered
from the contractors as per the terms of the contract, this will not
adequately compensate the Company for the recurring loss on
account of the lower productive capacity of the plant. It had been
stated that steps were being taken to remedy the other deficiences as
far as possible and to increase production. During the period from
October 1960 to September 1961, the actual production had, however,
been on an average about 50% of the rated capacity.

The retention price fixed for ammonium sulphate nitrate and
urea ds against their landed cost was as follows: —

Cost of Production Units Jong tons

19§9-60 1960-61 l.anded costof  Retention price
imported items

1959-60 1960-81 1959-60 1960-61

{Oxct. $9 {April 60 (April 61
to to o
Mar. 60) Mar. 61> Oct. 61)
Rs. nP.Rs. nP. Rs. nP. Re InP. Rs. nP. Rs. nP. Rs. nP.
Ammonium Sulphate Ni- 484 56 414.5% 194 82 293 00 27900 40000 40032

trate (p. (p. {p. (p. {m.ton) {p. (Rs. 394
tonne”  tonne)  tonne}  lon long  per
ton ton) mnnc)
TCrea . . . . 66476 &OT-41 <1542 40800 479°00 65000 R46-37
{r. . (r fp. (m.top) (p.  {Rs.646
tonnel  tonne)  tonne)  long long per M.,
ton; ton; ton)

The Commitiee were informed during evidence that with the
provision of some additional stand-by equipment costing about
Rs. 38 lakhs, it would be possible to achieve total production of 60,000
tens of uramonia (equivalent to about 45750 tons of nitrogen) from
the ammonium sulphate nitrate plant which would be about 10%
Irgs than the estimated production. It was explained by the witness
that the assumed stream efficiency—which meant the total period
during the year when the plant could operate at full capacity—was
never guaranteed by the suppliers and as against the original ex-
pectations of 345 davs’ stream efficiency it would be possible to



achieve the stream efficiency of 322 days only. As regards the total
cost of the plant it was stated that after adjustment of the claims of
the Company and counter claims of the contractors for price varia-
tion total cost would be about Rs. 8:94 crores.

The Committee were also informed that although the execution
of work was defective in this case the consultants and suppliers of
the plant were internationally reputed firms having long experience
in the line. They were no longer collaborators for the Corporation.

Explaining the reasons for the high cost of production of urea
the witness stated that it was because of low production at the
factory. When pointed out that the retention price of urea was
much higher than even the cost of production, it was explained that
the retention price was fixed on an ad hoc basis taking into considera-
tion the production at the factory. It was, however, agreed that as

the cost of production had now come down, the matter reghired
review.

The Committee are surprised to note that despite an additional:
expenditure of over Rs. 1 crore the actual production capacity of the:
plant would still be about 107 less than the original targets. They
trust that all out efforts would be made to attain the optimum capa-!
city of the plant soon. The Committee are also of the view that con-’
stant and vigoroug efforts are necessary to reduce the costs of pro-

duction so that these are less than the landed costs of the imported
items. . 1

The Committee also desire that the question of reducing the re-
tention price of urea should be reviewed without any further delay.

Cost of Production of Coke. pages 140-141, para 100-111(a)

19. To effect eccnomy in the cost of production of fertilizers by
getting cheaper coke and to conserve metallurgical coal by using
1007, low grade coal, a coke oven plant was installed at Sindri in
September 1954. According to audit the cost of production had,
however, always been more than the controlled price. Besides, the
cost had increased disproportionately as compared with the control-
led price.

The Committee were given to understand that at the instance
of the Public Accounts Committee (1960-61) the Ministry has sub-
mitted a Draft Note regarding the Cost of Production of Coke and
the same is under examination by the Audit in consultation with the
Ministry. The Committee, would, therefore, reserve their comments
h‘ ‘hc matter. !
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Financial Results—page 143, para 100—V

20. During 1959-60, the net profit of the Company, before appro-
priation, was only Rs. 25:5 lakhs. However, a sum of Rs. 147 lakhs
was transferred from the General Reserve leaving a balance there
of only Rs. 17 lakhs. This amount was utilised for the following
purposes: —

(a) Rs. 256-7 lakhs for writing down the value of coke over-
stated in the previous year's accounts;

(b) Rs. 53-3 lakhs for transfer to the Development Rebate
Reserve; and

(c) Rs. 68 lakhs for payment of dividend.

According to Audit, considering the financial position of the
Company, the wisdom of the transfer of Rs. 68 lakhs for purpose of
payment of dividend was rather doubtful

The representative of the Ministry stated during the course of
evidence that the Sindri being an entirely public undertaking, it was
cnly a matter of accounting as the dividend declared was also credit-
ed to Government account. It was, however, pointed out by the
Comptroller & Auditor General that the object of creating a general
reserve fund was to provide funds for depreciation, obsolescence and
development purposes. This object was defeated in case the funds
were diverted for paving dividends as the Company would have to
seek funds from Government even for normal development purposes.
The witness assured the Committee that if there was objection from
the Audit to declaring dividend in such a manner it would not be
repeated in future.

The Commitice agree with the views of the Comptroller & Audi-
tor General in this regard and recommend that the practice of deec-
laring dividend from the general rescrve fund in similar circumstan.
ces should be discontinued forthwith. (In this connection attention
is also invited to para 24 of the 120th Report of the Estimates Com-
mittee--1960-61).

Loss due to increased percentage of breeze in the coke produced—
nages 143-44, para 100—V1(a)

21. Because of wrong designing of the coke oven plant, the coke
from the coke oven plant which was initially crushed to 40-100mm
size hed to be crushed a second time and screened to 16-75mm size
for feeding the gas generators. As a result of double crushing
2,56,339 tonnes of coke breeze was formed between lst September
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1054 to 31st March 1961 which is equal to 25'28% of the entire coke
fed into the gas generators as againgt 6% which was considered to
be reasonable at the time of test runs. The excess coke breeze of
1,95,491 tonnes upto 31st March 1961 (which is burnt in the boilers

as the equivalent of Grade H coal) resulted in the total

loss of
Rs. 61°43 lakhs,

The Committee were informed that the mistake was due to lack
of experience in designing the coke oven plant. However, the
system of coal handling had been completely changed and double

crushing had been given up. To overccme such difficulties, an order
had also been placed for new plants.

The Committee regret to note that the Comnany had been put to;
a heavy losy due to lack of proper planning and defective designing
of the plant. Thev deszre “that the matter should be reviewed with

a view to fixing the responsibility for the defective designing of the
plant, |

1
purchase of coke oven using stamn-
g process, poge Y pare 100-V AN

Infructuous eapenditure on the

22, To conserve the limited resources of metallurgical coal  the
cole oven plant waz designed to nperate on the stamping process
asimye tow grade Disherravh coal and to resurt 1o top charging process
only in emergencies. The plant was purchasad at Rs. 235 lakhs (in
preference o the plant o be  operated on top charging method
oty Re 191 Iaxhe approxmately) and was  commissioned  in
September 1954

Duria the ouncantes e oonddueted in January 1955 by the
contractors on stamping process, they were able t) operate 8183
ovens per dav with e machine as against the maximum of 90
ovens per day., The operating persennel of the Company  were,
however  unable to eperate more than 5065 ovens per day and
another stamping machine-cum-ram car had to be provided in 1956
at a cost of Rs 1448 likhs to keep up the level of production. The
procduction of coke by stamping process was, however, done on 168
days out of 912 davs between January 1955 1o June 1957 after which
it was abandoned as the coke produced was not found suitable for
proper gas production in the Gas Plant.

The representative of the Ministry stated during evidence that
the stamping process could be mere economical while using lower
grade of coal. It was apprehended that the tvpe of coal which was
available to the factory at present might not be available in future
as the mine from which the factory was getting its supplies was
2666(Ali) LS—3.
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likely to be closed for safety reasons. In that case, with the availa-
bility of only lower grade of coal, the machine might have to be put
to use.

It is apparent that before installing the coke oven plant the ques-
ftion of the quality of coke needed for proper gas production did not
.receive due attention of the management. The Committee would
also like to point out that as the use of inferior grade of coal adverse-
ly affects the production of ammonium sulphate, the prospects of
utilising the machine in future appear to be limited. As such, the
extra expenditure of Rs. 44 lakhs incurred in the initial procurement
of the coke oven plant and Rs. 7-24 lakhs (approx.) representing
50°, of the cost of the second stamping machine -cum-ram car which
!would be now put to restricted uses has proved infructuous.

MINISTRY OF COMMERCE & INDUSTRY
HINDUSTAN ANTIBIOTICS LIMITED—PIMPRI
Introductory. page 145, para 101

23. The Government of India entered into a tripartite agreement
with WHO and UNICEF in 1851 for production of Penicillin at
Pimpri with an initial capacity cf 3'6 million mega units rising to 9
million mega units per annum, with 6 fermentation tanks of 5 thou-
sand gallons capacity each. The value of machinery supplied by
these two bodies amounts to Rs. 42 lakhs. The control and manage-
ment of the Penicillin Factorv was transferred to the Government
company, Hindustan Antibiotics Ltd., incorporated on 30th March,
1954 with an authorised capital of Rs. 4 crores. The paid up capital
of the Company as on 31st March, 1961 was Rs. 247:26 lakhs. The
Company obtained a loan of Rs. 70 lakhs in 1955-56 from the Govern-
ment of India which was repaid by 31st March, 1960.

The summarised financial result of the undertaking for 1960-61
is as under :—

‘Figures m Thousands)

Date of incorporation  DPaidup Loans Free Reser- Total Capi- Block Assets
Capital ves (48 on tal Emp- Net)
31360 love:
1 2 3 4 ¥ 6
Rs. Rs. R Rs. -

s Ks.
e YAL A AS
30-3-19%4 . . 3,476 .. 19049 4,37:7% 195,10

RN
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Depreci- Profit Inltcrc st RToml Pemelmage of
ation on loans eturn total return
on capital Remarks
employed
7 8 9 10 1 12
Rs. Rs. Rs. Rs. Rs.
82,20 *1,46,24 . 1,46, 4 33-4  *Includes Develop-

ment Rebate Reserve
Rs. 2,00 and provi-
sion for taxation
Rs. 65,00.

Production, page 145, para 101(a)

Penicillin--The factory, after some trial operations commencing
from March, 1935, went intn regular production from August, 1955
with ten fermenters of 5.000 gallons capacity each instead of six as
originally stipulated. Subsequently, the capecity was further in-
creased by the addition of six similar fermenters in 1959,

In 1951 when the scheme was envisaged it was stated in the
Project estimate. that the final vield of penicillin would be 1,000
units per millilitre.  The Expert Committee of Scientis's appointed
by the Government of India in their report submitted in December,
1956 stated that the production capacity of the plant in 1956-57 when
there were 10 fermenters should be taken in the neighbourhood of
30 million mega units. Since the factory has now 16 fermenters, the
production capacity should on that basis be equal to 48 million raega
units without taking into account any further technological advence
that may have been made since the Expert Committee reported.

The actual production during 1960-61 was. however, 4024 million
mega units,

The Company has also been importing first crvstals for the last
three vears us shown below: —

1958-59 91 mmu.
1959-60 68 m.mu.
1960-61 ~ 112 m.m.u.

The entire quanti'y of imperted crystals is  processed into final
penicillin at the Pimpri Factory.

The Committer desired to know as to why the preduction of peni-
cillin by the Hindustan Antibiotics Ltd., at Pimpri was low. The
Managing Director of the factory stated that right from the time the
factory went into production viz, from 1955-56 the production had
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beéii ‘exceeding the targets. In the beginning there were 6 fer-
menters and now there were 16 fermenters and it had also been
possible to improve upon the quality of the micro-organism which
was used in the first stage fermentation. The Comptroller and
Auditor-General, however, intervened to say that according to the
Report o1 the Expert Committee of Scientists presided over by
Colonel Ram Nath Chopra, the targets should have beén much higher
than what they were fixed. The witness stated that the actual pro-
duction depended upon th: capacity of the strain or of the micro-
organism. There were strau:.. uvutside India which yielded 10,000
units whereas in Pimpri, originally, the capacity of the strain was
only about 1,000 to 1,500. According to the Managing Director, the
figure of 30 million mega units envisaged by the Expert Committee
in 1956 could hawve been achieved only with a strain which could
vield 4,000 uni's and not with a strain yielding about
1,500 units. But now at Pimpri they were producing a
strain which had a yield of 6,500 units and on that basis they could
go upto 8,000 units. It was further stated that there had been a serics
of changes in the strains and the latest of the strains called HA-10
was in use from March, 1962. The present production, as against the
48 million mega units expected was 50 million mega units. The Fac-
tory would make efforts to reach the strain yielding 10,000 units but
it was not easy ‘o pu’ a time-limit on research work. The Pimpri
factory stood second in comparison with other such firms in  the
wworld with regard to the vield of strains. The Committec feel that
.with the increase in the yield between, 6,000—8.000 units per milli-
'litre, the total target should increase correspondingly (to about 80 to
.96 million mega units).

To a question as to whether higher producticn could not be
achieved carlier hecause of bad administration at the factory in the
past, the Secretary of the Ministry of Commerce and Industry
replied that there was nothing seriously wreng with the administra-
tion as such. whatever other defects there might have been. In this
connection the following extract from paragraph 20 of the Report of
the third meeting of the Expert Committee of Scientists held at
Pimpri on 12th, 13th and 14th Novembe., 1956, was then brought to
the notice of the Secretary {or the comments of Government there-
on: —

“The working of the plant since the Committee met last
has brought out clearly the directions in which the
control and the functioning of the plant requires to
be tightened up. The Plant is not in a healthy state
at present technically, administratively and financially.
The penicillin products being produced do not comply
with even the minimum requirements of quality laid
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down in the Indian Pharmacopoeia, the total production
is not even one-tenth of the rated capacity of the Plant
and the Plant is heavily overstaffed leading to high over-
head charges beyond the capacity of the Plant to bear.”

The Secretary informed the Committee that the recommendations.
of the Expert Committee were brought to the notice of the Govern-:
ment who instructed the management of the factory to do its best to
remove the defects pointed out by the Expert Committee. He added
that as a result thereof considerable improvement had been achieved.
The Committee would like to have a detailed note indicating inter
alia the concrete steps taken by the Management to improve the
quality of the products as also to tone up the organisation ‘techni-

cally, administratively and financially’ so that it could be of maxi-
mum benefit to the people.

Cost of production of Penicillin, page 146

24. (a) First Crystals.—The cost of production of first crystals
which require one or more crystallisation processes for final use as
finished products has gone down from 19 nP in 1958-59, 17 nP in
1959-60 to 15 nP in 1960-61 per m.u. The reduction has been attribut-
ed to increased production and overall control of cost. Against this

the prices of imported crystals were 16 nP in 1958-59. 14 nP in 1959-
60 and 9 nP in 1960-61 per m.u.

{(b) Bulk Penicillin.—The cost of such Penicillin produced by the
factory is 21'14 nP. per mega unit while the imported price of the
products is only 12 nP per mege unit. It has been stated by the Min-
istry that the imported price is considerably lower as penicillin is
being dumped into India a! an uneconomic price. According to the
report of the Committee on the Judiciary, United States Senate,
appointed to investigate into the price of drugs in that country, the
selling price of bulk penicillin of 10 mega unit in June, 1960 was 21
cents. On that basis the sale price of the drug in US.A. would be
10 nP per mega unit and this price includes a large element of net
profit ufter taxes (approximate 10 per cent).

In reply to a question, the Secretary of the Ministry of Commerce
and Industry stated that it was not correct to say that on account of
heavy overhead charges the prices at this factorv were five times
higher than in US.A. He, however, accepted that the cost of produc-
tion at Pimpri wus higher than the cost of production in US.A. But
according to the present information, the cost of production in U.S.A.
was 15 nP as against 18 nP in Pimpri. Enquired about the relative
competitive position of this factory and private enterprise, the Man-
aging Director of the Factory stated tnat the cost of production at
Pimpri bud steadily gone down from 27'5 nP per mega unit in 1858-
59 to about 19 nP in 1961-62. The same was true of vialling costs
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which had also gone down from 24 nP to 18 nP in three successive
years. Although the figures of the cost of production of private
enterprise were not available, there was no doubt that prices at
Pimpri would compare favourably with theirs.

While noting that progressive reduction has been achieved in the
cost of first crystals at Pimpri due to increase of production and over-
lall control of cost, the Committee would like to observe that the cost

of production of first crystals as well as bulk penicillin  was still
}considerably higher in 1960.61 when compared to the prices of
imported products. The Committee hope that steps would be 1aken
by Government to reduce the cost of production further both in the
lease of first crystals and bulk penicillin.

Pricing Policy, page 147

25. The cost price and the sale price for some units of production
of the Factory are as follows: —

Sl Quantity Produc-  Bortling Total Sale

No. tion cost cost price
cost
;:: Rs. nP. Rs.nP. Rs.nP. Rs nP.
"7 1 1 mega unit bulk penicillin™ . . 2114 . 2114 50
2 2lacunit (1'sof M.U)) . . 5.00 18 23 42
3 slacUnit(12MU) . . . 10°00 18 28 61

'. 4 Streptomycin bulk i gram . . 14'9 18 329 <8

The Company allows a discount on the selling price to Govern-
ment, semi-Government and to charitable hospitals and institutions.
The rate of discount has been increased from 5 per cent to 10 per
cent from the Ist April, 1959 and to 15 per cent from the 1st May,
1960. It has been stated by the management that it is their policy
to pass on the benefits of economies and savings effected in the cost
of production to the ultimate consumers, while at the same time,
earning a reasonable and fair return on their capital so as to retmin
sufficient funds for future expansion and development. The policy
followed by the Company in fixing its prices has an important effect
on profits of private importers.

To meet the country’'s demand, private parties have also been
permitted to import bulk penicillin for bottling and sale in India.
As the market price of this imported penicillin is fixed with reference



to the sale price of the Hindustan Antibiotics Ltd., the higher the
iatter, the greater the profit of importers (cost price 12 nP per mega
unit plus 18 nP approximate bottling cost is equal to 30 nP). From
the information available, it appears that import licence to the

extent of Rs. 1 crore has been allowed to private bottlers during
1958-—861.

When asked about the percentage of profit earned on bulk sale
by the Factory, the Managing Director of the Factory stated that it
was 32 nP per mega unit (selling price 50 nP and cost of production
18 nP). It was further stated that the price was fixed after Govern-
ment approval and a very handsome rebate was given in respect of
supplies to hospitals and charitable institutions. It was stated in
reply to a question that if penicillin was sold at a lower price, it
would not really benefit anybody except the middleman in the pri-
vate sector who did the vialling. and the doctors. The profit at pre-
sent earned really went to the Exchequer. With regard to control-
ling the prices of penicillin imported in bulk. the witness stated that
the quantum of imports was decided after taking into consideration
the expected production in the Factory during the next twelve
months and in consultation with the Ministry of Health. The private
parties were allowed to import one part against every two parts
purchased by them from the Hindustan Antibiotics Ltd.,, which
meant that their pooled price for the quantities bottled came to 32
nP or 3¢ nP. The vial prices for various units were all fixed by the
Company in consultation with bottlers so that they could not make
an excessive profit on the whole. The Committee, however, desires
% have a note from the Ministry of Commerce and Industiry giving
the present pricing policy regarding penicillin indicating (i) the cost
of production which should separately show the contributing factors:
(a) the cost of vials, (b) the cost of raw material, {¢) wages and
{(d) overheads; (ii) the element of profit; (iii) the quantity allowed
to be imported during each . { the last three financial years, the price |
at which they were imported and the profit made thereon. The note
js still awaited. (February, 1963).

The Committee are not happy with the present pricing policy
of the Hindustar Antbiotics Ltd, Pimpri. In this connection, it
would be worthwhile to mention the following observation of the
Committee on the Judiciary, U.S. Senate, appointed to invesﬁgatel
thepﬂceofdrn@inthatconntry

..in drugs generally, India ranks amongst the highest prieed
nations ol,_%rld—a case of inverse relationship hetween
the per capita income and the level of drug prices.”

nmhu.nm.nmmuonmobemmnmhmﬁ
in the opinion of this Committee, by making available to the people;

. e By e



34

drugs and medicines at the lowest economic price. The Committoe
are unable to accept the contention that if prices of penicillin are
reduced, the profit will go to middlemen in the private sector.
They are sure that if armed with sufficient powers to check pro-
fiteering in drugs, the Government exercised their powers properly
and sought the co-operation of the medical profession, the benefit
of cheaPer drugs could certainly be extended to the poorest section
of the people. The Committee are of the view that such a wide
margin of profit as indicated by the figures quoted above is not
justified in the case of such commonly used and essential drugs as
penicillin. The Committee are of the view that in a welfare
state the Undertakings manufacturing drugs and medicines of
common use should not be run on profit motive. Their aim should
be to render service to the common man by selling their products
at the cheapest rate. They therefore suggest that the question
of fixing the sale price of penicillin should be referred by Govern-
ment to the Tariff Commission vide Section 12(d) of the Tariff
Commission Act, 1951.

4
Purchase of indigenous piwsplwr(;/acid at higher rates, pages 148
and 149 A

26. Tenders were invited in August, 1960 {or the purchase of
41 M. tons of phosphoric acid. Against the lowest quotation of
Rs. 70,695 for the imported material, order was placed on 20th
September, 1960 for indigenously produced material at Rs. 1,08,650
for delivery at site. i.e., 54 per cent higher than the price of the
imported material, though Government had prescribed generally a
price preference for indigenous products of 15 per cent. This result-
ed in an avoidable extra expenditure of Rs. 38,000 approximately.

B A WS S S

While admitting that the production which was supposed to be
indigenous, contained bulk of raw material which came from
abroad, the Secretary, Ministry of Commerce and Industry, stated
that the reason for purchasing phosphoric acid produced indigen-
ously at 54 per cent higher than the price of imported material, was
that an Imported product involved foreign exchange and to avoid
that, preference was given to indigenously produced material. In
the present case the indigenous producer of phosphoric acid himself
had to import the raw material which probably accounted for 60
to 70 per cent of his own cost. Since then, the firm, which was
making acid from phosphorous pentoxide, had changed over to the
use of white phosphorlis as raw material which would reduce the
forelgn exchange element in the total cost from 77 to about 35 to
40 per cent. Besides, it was a general policy of Government to
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encourage setting up of ancillary industries near about places where
major production factories were located. This was one such unit
set up near Pimpri which was one of the principal government
concerns. As such it was considered worthwhile to give it some
encouragement particularly in the earlier stages.

The Committee feel that the very purpose of encouraging
indigenous production was largely defeated in this case, where a
higher tender involving extra expenditure of Rs. 38,000 for the
supply of phosphoric acid was, accepted inasmuch as the indigenously
manufactured product itself contained imported raw material which

formed 60 to 70 per cent. of the total cost. They hope that such cases
will not recur.

MINISTRY OF MINES & FUEL
NATIONAL COAL DEVELOPMENT CORPORATION

NarioNaL CoaL DevELOPMENT CORPORATION
Purchase of two walking draglines, pages 149-50, para 102

27. In response o a request from the National Coal Develop-
ment Corporation, an order was placed by the India Supply
Mission, Washington, in April, 1960, on a U.S.A. firm for the supply
of two walking draglines at a cost of 34,37,395:00 dollars (Rs. 164
crores approximately). These were to be installed at Bisrampur
Colliery where they were to be taken by a railway line which was
under construction and scheduled to be completed by October, 1960.
The purchase was financed from the foreign exchange made avail-
able under a U.S. Export-Import Bank credit.

In terms of the contract, the delivery of the first dragline was
to be completed by Fobruary, 1961 and that of the second by April,
1961. In June, 196U, the National Coal Development Corporation

came to know that the railwav line to Bisrampur Colliery would

not be ready until Junc, 1961 but they did not advise the India

Supply Mission untii 5 months later in November. 1960, to withhold
shipments. The suppliers agreed to postpone the delivery of the

second dragline ‘rom  April, 1961 ¢ September, 1961 and subse-

quently upto Tth February, 1862 but they could not agree to the
"postponement of the shipment of the first dragline as it had already
been manufactured (by October. 1960) and was, by that time, on
its way to the port of loading. The packages of the first dragline
were received at Barbaspore in several consignments (the last of
which was received in the middle of Qcto 1961) and were being
stored at a site near the Barbaspore Railwayv Station, pending the
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completion of the railway line to the Bisrampur Colliery. The -
total expenditure on account of storage charges has yet to be deter-
mined. The expenditure on account of payment of interest charges
to the Export-Import Bank amounted to Rs. 60,880.

It was stated by the Secretary, Ministry of Mines and Fuel, -
during the course of evidence that the Corporation had initially
learnt about the delay in the completion of the railway line only
informally. The Corporation, thereupon, sent for the Indian agents
of the foreign suppliers and requested them to approach their princi-
pals to extend the delivery dates of the two draglines. The local
agents promised to do so, but later on regretted their inability to
persuade their principals. Subsequently, when the Railways offi-
cially informed the Corporation regarding the delay in the comple-
tion of said railway line, the Corporation advised the India Supply
Mission, Washington to take the question of pustponement of the
delivery of the two draglincs with the suppliers. As the first
dragline had alreadv been manufactured and was in the process cf
shipment, the suppliers expressed their inability to withhold its
shioment They, however, agreed to the postponement of the deli-
very of the second dragline. The Comptroller and Auditor-General,
however, pointed out that according to the minutes of a meeting
held between the Railwavs and the Colliery in June 1960, the delay
in the completion of the said railway line was one of the subjects
discussed. As such, the knowledge of the Corporation in June, 1968
regarding the delay in the completion of the said railway line could
.not be said to have been based on informal information. In the
light of this, the Committee find it difficult to accept the above expla-
nation of the Ministry of Mines and Fuel. They feel that, as soon as
the Corporation had learnt about the delay in the completion of the
Railway line, it should have advised the India Supply Mission, Wash-
ington to approach the suppliers for postponement of the shipment of
jthe two draglines. The Committee regret that this failure of the
jCorporation had resulted in avoidable payment of interest charges

jamounting to Rs. 60,880 to the Expori-Import Bank, in addition te
'storage charges payable to the Rallways.

Loss of about Rs. 3-70 lakhs due to short-fall of output, page 150
para 103

28. The monthly average production of Bokaro Colliery privr to
October, 1959 was one lakh tons approximately. A little over 50
per cent of this production was being utilised by the Coal Washery
Plant at Kargali and the balance was being despatched to outside.

w "- ‘.l tut. D r—

1 stop all outside despatches of coal from the Colliery md to divert
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- the entire production to the Coal Washing Plant at Kargali, The
Kargali Washery was, however, unable to consume the entire pro-
duction of the Colliery. As this resulted in accumulation at the
pitheads, production in the Colliery was stepped down from 1 lakh
tons to 81,000 tons (approximately). In December, 1959, the
management again decided to restore the normal production of the
Colliery by resuming the outside despatches. Taking the average
profit per ton at Rs. 6:50 nP on the basis of rated capacity of pro-
duction of the Colliery (i.e) a lakh tons, the loss sustained on
account of the above decision of stopping all outside despatches,
works out to above Rs. 3:25 lakhs for a period of about 23 months,
commencing from October, 1959, to about the middle'of December,
1959. 1In addition, about Rs. 45,000 was also paid during this period

as lay-off compenzatinn for forced idleness of the workers
concerned.

In extenuation, the representative of the Ministry of Mines and
Fuel stated that in terms of the Corporation’s agreement with the
foreign suppliers of the Kargali Washery Plant, the suppliers were
to give a monthly through-put of 1 lakh tons. To enable the sup-
pliers to give this through-put, the Washery was to be provided
with adequate supplics of Bokaro Coal. The actual through-put
of the Kargali Washerv was considerably short of the stipulated
guantity. The reason given by the foreign contractors for this was
that adequate quantities of Bokaro Coal were not being supplied to
the Washery. It was, therefore, decided that the entire output of
the Bokaro Colliery should be earmarked for the Kargali Washery.
Due to certain defects. however, the Washery could not wash the
entire earmarked quantity, resulting in heavy accumulation of
stocks at pitheads. All this took about 24 months whereafter it was
decided to resume outside despatches of coal.

The Committee are not happy over the manner in which the Cor-
poration had handled this case. They observe that the decision of the
Corporation to stop all outside despatches from the Bokaro Colliery
resulted in not only a shortfall in the output of the Colliery to the
extent of about half a lakh tons but also an infructuous expenditure
of Rs. 45,000 on account of lay-off compensation paid to labour for
forced idleness. The Committee understand from Audit that the local
technical authorities had fore-warned that it would not be possible
for the Kargali Washery to take the entire output of the Bokaro Cot.!
lery. If so, the Commitice consider the above decision of the Cor-|
poration as bighly ill-conceived. The Committee grant that .dequui
quantities of Bokaro Coal should have been supplied to the Kargali
Washery for enabling 4he foreign contractor to give the sﬁpnhhiz
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throughput of washed coal. This, thea Committee feel, should have
been done, not by stopping outside despatches, but by according the
Washery over-riding priority in the matter of coal supply from
Bokaro. Even if initial; error had been committed in anticipating
that the Washery will be able to utilise the entire output of coal, the
Corporation should have rescinded its decision as soon as large stocks

started accumulating at the pitheads, and resumed outside despatches
fnstead of curtailing production.

KARGALl WASHERY

Fall in through-put, page 9 of Annual Report of N.C.D.C., 1960-61,
para vi

28. From the Annual Report of the Corporation for the year
1960-81, the Committee observed that the through-put of the Kargali
Washery during August, 1961 was 72,752 tons, as against the nomi-
nal capacity of 135,000 tons per month.

FExplaining the reasons for the shortfall in through-put, the repre-
sentative of the National Coal Development Corporation stated that
the tender notice of the Washery issued in 1954, on the basis of tests
of Kargali and Bckaro coals, provided for fines (slag coal) for the
Baum Jig to the exten: of 20¢; and bigger size (steam coal) for the
Heavy media to the extent of 80‘c. It was, however, found that in
the process of convevance from the colliery to the Washery, some
reduction in size of coal was taking place, resulting in the Baum Jig
being overloaded and Heavy Media underloaded. The Corporation
had gone into the matter with the help of a German Engineer. This
Engineer was now supervising the operations. It was hoped that the
defects in the plant would be rectified, and the through-put of the
‘Washery increased from 90.000 tons to one lakh tons per month during
i the next 18 months. The through-put was expected to go up still fur.
ther after April, 1963. The Committee trust that determined efforts
will be made by the Washery authorities to attain the rated capacity
at the earliest possible date.

MINISTRY OF STEEL AND HEAVY INDUSTRIES
(DEPARTMENT OF IRON AND STEEL)

HINDUSTAN STEEL LIMITED

Infructuous exrpenditure on the purchase of power capacitors, pages
150—-52, para 104

30. In January, 1859, owing to the delay in supply of electricity
from the Korba Thermal Station of the Madhya Pradesh State
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Electricity Board, the Bhilai Steel Plant authorities placed a provi-
sional order, subject to procurement of import licence, for 18 power
capacitors at a cost of Rs, 86,000 in order to enhance the power factor
of their diesel station. The power supply from the Korba Thermal
Station became available shortly thereafter, i.e. from the 4th March,
1858. The provisional order for power capacitors was not, however,
cancelled. It was, in fact, confirmed in September, 1959, when
the import licence was obtained. The stores which were received
in December, 1959 were lying unutilised and were proposed to be
disposed of after exploring the possibility of utilising them gainfully.

In extenuation, the Director (Construction), Hindustan Steel
Limited stated that the blast furnace 2t Bhilai was commissioned on
the 4th February, 1959. The Korba Thermal Power “Station was
commissioncd on the 4th  March, 1959, with only one generator.
The transmission line had also been compleied only a few months
before, and its working during the %rst monsoon was yet to be
watched. The project authorities thought it risky to rely solely on
the power from the Korba Therma! Station. It was, therefore,
decided to place an order for the capacitors to augment the power
factor of the diesel power station at Bhilai to serve as a stand-by.
Subsequently, when the two other generaworz also started function-
ing at Korba, the capioitors were considered to be surplus. The
Committee destred o know the dates nn which the second and third
generators of the Korta Thermal Station Were commissioned, and
whether the prohable time of thel commissioning was taken into
account while placing the nrder for the »orawur capacitors. The
representative of the Company promised to furnish the requisite
information later This mformation is still awaited. However,;
on the basis of the facts mentioned above, it is apparent that the order|
for procurement of 1B pawer capacitors at a cost of Rs. 86,000 was
placed without properly assessing the requirements.

As regards the disposal of surplus capacitors, it was stated that
the cight capacitors (100 KVA each) had since been sold out for
Rs. 62130, The remaining ten (50 KVA) capacitors had been com-
mitted fur sale T Rs. 39.869. subject to the issue of clearance certi-
ficate by the Chief Controlier of Impor s,

The Committee desive that the matter should be expedited.

Additimal expenditure of Ry 1185 lakhs on an emergency purchase
of iron ore. poge 151, para 105
31. Towards the end of July, 1958, due to hreaches in the railway

tracks on account of heavy monsoon raing, it became impossible t0
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move iron ore to the Bhilai Steel Project site from the Departmental-
ly-owned Rajhara Iron Ore Mines. The stock of ore available with
the project as on 1st August, 1959 was estimated to be 10,000 ton%—
a little less than a week's requirement for the Blast Furnace. Out
of this, only 1,200 tons were readily available; the rest, being in
water-logged trenches, could be available only after the water was
pumped out and arrangement made to set right the grab buckets.
The Project authorities, therefore, made an emergency purchase of
4,095 tons of ore from the State Trading Corporation and, thereby,
incurred an extra expenditure of Rs. 11'85 lakhs although from 1st
April, 1959 to the end of July, the stock of iron ore was at no time
less than 1,50,000 tons at the pithead and railhead of the Company's
own mines.

It was urged during the course of evidence that the stock of ore
available with the Project as on 1st August, 1959 was about 20,000
tons—roughly for a fortnightis requirements, and not 10,000 tons. This
was considered to be sufficient stock in the normal course. Two man-
soons had already passed after the construction of the railway line,
and the breach of the track during the present monsoon was not anti-
cipated. Further. the ore crane at the project was not in working
order. As to the circumstances leading to the emergent purchase of
ore, it was stated that due to heavy rains, the trenches became water-
logged. The ore crane not being in working order, grab bucket’s had to
pick up the ore. These could take only about 1,200 tons. The
supplies from Rajhara Mines not being available due to breaches im
the rail track, it became necessary to place an immediate order on
the State Trading Corporation. Asked why the Project authorities
had ordered for more than 40 days’ requirements at a time, it was
stated that the duration of the breach was not certain, and the pro-
ject would have suffered heavily if the ore supply had run out.

The Committee are not satisfied with the asbove exvlanation of
the Hindustan Steel. They feel that, while 20,000 tons of ore might
have been considered as adequate stock in the normal course, larger
reserves should have been built up {rom the departnmentally-owned
Rajhara Mines, as a precaution against the impending monsoon. The
failure of the project authorities to do this as also their inability te
utilise the existing stock had entailed an additional expenditure of
{Rs. 11-85 lakhs to the Company. One of the ressons mentioned in
.evidence for not using the existing stocks was that the ore crane was
'mot in working order. If so, the Committee feel that all-out efforts
should have been made to se‘ the crane right at the earliest possible
date; or failing this, other suitzble arrangements should have beem
made for the built-up stocks being readily usable. Moreover, since
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the additional stock obtained through State Trading Corporation was
at much higher cost, it would have been advisable to place the orders
- in instalments of say 10 days’ supply at a time, instead of the bulk
supply of 40 days. (The breach lasted for a period of fortnight). The
Committee trust that the project authorities will benefit from their
experience in the present case, and, in the interests of both economy

and uninterrupted tempo of production, make adequate provision
against the rainy season in future.

Avoidable expenditure on account of demurrage charges—pages 151-
152, para 108

32. Mention was made in para 53(b) of the Civil Audit Report,
1958 and para 66 of the Twenty-fifth Report of the Public Accounts
Committee (Second Lok Sabha) of the payment of heavy demurrage
charges by the Rourkela Steel Plant to Railways.

The total demurrage charges paid to the Railways upto 31st March,
1961 amounted to Rs. 55.71 lakhs as detailed below:—

(Rs. in lakhs)
1. 12. 56 to 31. 3. 58 8.10
1. 458 to 30. 4. 59 9. 63
1. 5. 59 to 31. 3. 60 18. 71
1. 4. 60 to 31. 3. 61 19. 27
55. 71

" Out of this, an amount of Rs. 1.52 lakhs was attributed to failure
on the part of certain contractors to clear the goods in accordance
with the terms of their contracts but only a sum of Rs. 86,725 had
been recovered.

An Enquiry Committee was constituted in February, 1961 to
investigate the circumstances in which such heavy demurrage charges
had been incurred.

During the course of evidence, the Director (Construction),
Hindustan Steel stated that one of the reasons for heavy demurrage
charges was unregulated exchange of traffic by the Railways.
Because of the trains coming in_ bunches, there was delay
in releasing wagons after unloading. The Enquiry Committee
appointed by the Company, which had already submitted its report,
had, inter alia, observed that the free time allowed by the Railways
was inadequate. To study this aspect, the Railways had appointed
another commit‘tee. The report of this Committee was awaited.
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Another reason for heavy demurrage charges was single line link
between the railway yard and the place of loading. There were
difficulties in shunting of empty wagons as the line was occupied
by loaded wagons. The double rail link was likely to be provided
shortly, Part of increase in demurrage charges was occasioned
by the Railways switching over to a different type of wagons for
which mechanical facilities were not available. Manual handling
had, therefore, to be done for some time. Tipplers had, however,
since been provided for this type. It had also been observed by
the Enquiry Committee that the loco power for shunting was

inadequate. The management had ordered for more diesel loco-
motives,

As to the latest position, it was stated that the charges were

still high, and, that during the vear 1961-62 Rs. 18'5 lakhs had been
paid to the Railways on this account.

The Committee feel concerned that despite their repeated
iexhortations since 1938-59 the amount of demurrage charges payable
from year to year has been persistently increasing, instead of
.getting altogether eliminated. (The total demurrage paid from
'1st December, 1956 to 31st March. 1962 amounts to as high a figure
‘as Rs. 74:21 lakhs). This state of affairs, deplorable as it is, would
‘not only push up the cost of end-product at the Project but . alse
‘impede the optimum utilisation of the wagon-capacity of the
,country. The Commititee were informed that both the Hindustan
Steel Limited and the Railwavy were now scized of the matter,
‘They trust that effective steps will be taken by them, in close
collaboration with each other, with a view to ensuring that the
.demurrage charges are reduced to the barest minimum, if not
-eliminated altogether.

As regards recoverwes f{rom the contractors for failure to clear
the goods in accordance with the terms of contracts, the Com-
mittee vere informed that. out of a total sum Rs 1:52 lakhs due
on this account, Rs. 1-1 lakhs had since been rtec?\'crtd The Com-
mittee desire that effective steps should be takem by the Project

authorities to recover the balance amounting to Rs. 51,000 from the
contractors at an early date,

Avodalile expenditure in the purchase of spares for locos—pages
152-53, para 108

33. An agreement entered into in December, 1956 by the
Hindustan Steel Limited, Rourkela for the purchase of locos costing
Rs. 113-69 lakhs provided for the suprly of the renewal spare parts
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to the extent of 10 per cent of the mtvig.}inm&tmm
would not include an element of profit higher than that included
in the prices of the locos. The list of spares required wus not,
however, drawn up immediately and was finalised only th October,
1837—ten months after the original agreement. The amended
imported licence including the value of the spares was obtained after
six months in April, 1958. In the meantime, with effect from 1st
February, 1958, the suppliers increased their prices for spares by
6 per cent in accordance with the escalation clause which resulted
in an additional claim of Rs. 41,600. This was finally settled at
Rs. 17,240 ($3448°15). The delayed execution of the contract also
necessitated an additional expenditure of Rs. 36,800 in airlifting
certain items which were urgently required. The total additional
expenditure which could have been avoided if orders for spares had

been placed along with that for the locos thus amounted to
Rs. 54,040,

During the course of evidence, the Director (Finance), Hindustan
Steel Limited admitted that it was not a very defensible case.
There had been an omission to detect early enough that the
escalation clause would be attracted, There had also been delays
in various offices. These delays were, however, mainly, procedural
ones, and could not be ascribed to failure on the part of any
particular individual. With a view to the elimination of delays, an
organisational and method study of various organisations concerned
had been carried out. The study revealed that out of 14 authorities
concerned with the grant of import licences, six did not make any
contribution. These had since been eliminated. As regards the
remaining eight authorities, the main delay took place in the
Development Wing, and in the projects. The projects had been
asked to furnish their requirements for import licences in advance
quarterly or half-yearly. As regards delays in the Development
Wing, a circular had been issued revising the existing
procedure regarding import of stores by public undertakings,
semi-Government projects and Government departments.
From a copy of the circular, the Committee observe that it would
now not be necessary for the Project authorities, etc, to obtain
clearance from indigenous angle from the Development Wing in
respect of operational and maintenance stores and sparess For the
facility of projects. Handbooks of Indigenous Manufactures had
been brought out by the Development Wing, with reference to
which the project authorities would scrutinise their indents.

The Committee note that the representative of the mz
Stesl Ltd. could not justify the delay in placing order for spares.:

2006(Ail) LS—4
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However, the Department of Iron & Steel and the Development
Wing of the Ministry of Commerce and Industry have now addressed
themselves to the problem, and have already initiated measures to
obviate delays in procurement of materials from abroad. The Com-
mittee trust that the introduction of these measures will result in
elimination of the cases of the present type.

Unnecessary purchase of materials for sanitary fittings—page 153,
para 109

34. Sanitary fittings costing Rs. 415 lakhs were purchased by the
Durgapur Steel Project in 1957. After taking into account the
utilisation of these fittings in the houses under construction or
those sanctioned for construction, the total value of stores which
was surplus to present requirements, as reported by the Ministry in
October, 1961, was Rs. 1'93 lakhs. The authorities hoped to
utilise stores worth Rs. 1:25 lakhs for the houses and public build-
ings likely to be constructed under the Expansion Scheme, etc. in
future, while in respect of stores (C.P. shower fittings) worth
Rs. 68,000 which were purchased in connection with the proposed
Project of construction of 300-room Hotel the prospect for utilisation
was remote as the idea of constructing the hotel had been abandon-
ed.

In extenuation, the Director (Construction), Hindustan Steel
Limited stated that the materials purchased by the Project authori-
ties were common fittings required for houses, Hotels, etc. These
were acquired early in 1957, when the Durgapur Steel Project had
started. Orders for the materials were placed in advance as there
were difficulties in their procurement; the delivery period for some
of the fittings, whicn were indigenously manufactured, was even
longer than the time required@or the completion of the buildings.
Due to changes in standards later on, some of the materials became
surplus. These were expected to be utilised in houses and public
buildings to be constructed under the Expansion Scheme.

While the Committee note the Hindustan Steel's bope that the
surplus sanitary fittings (costing Rs. 1°93 lakhs) would be utilised in
houses and public buildings to be constructed under the Expansion
Scheme, they cannot help observing that, before placing the order
for the materials, the Project authorities had falled to make a proper
assessment of their requirements. The Commitiee trust that the
Project authorities will be more careful, while making such pur.
chases in future. They would like to be informed of the disposal of
the surplus material.
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quructumﬁo expenditure on the purchase of machinery, page 153,
para 110,

35. In conngctlon with the construction of a Township, the
Durgapur Project authorities purchased in March-April, 1957 from
the Defence Disposals, 3 stonecrushers, 3 concrete mixers, 1 steam

road roller and 1 tar boiler at a cost of Rs, 41,700. The purchase
was made on an “as is where is” basis.

Out of these items of machinery, one concrete mixer was used
onl.y for 78 hours during March-April, 1958, after some minor re-
pairs, and had been lying idle gince then. All other items could

not be used at all for want of spares which had to be obtained from
abroad.

The Ministry stated in November, 1961 that steps were being

taken to procure spares and that if these were not available, action
might be taken for their disposal. ‘

It was urged in evidence that the machines, in question were
purchased from Defence disposals. In some of these, a large num-
ber of parts were missing. Although road rollers and one concrete
mixer had been utilised, others could not be utilised for want of
spares. It was not considered worthwhile to spend foreign ex-

change on importing spare parts to make them serviceable. It was
now proposed to dispose them of.

The Committee regret to observe that, before parchasing the
machines from the Defence disposals, the Project authorities had not
made a proper assessment of the usability of the machines. The
Committee also fail to understand why the project authorities had
taken more than five years in coming to a decision regarding thd?
disposal of the machines when, as was stated in evidence, it was not
considered worthwhile to spend foreign exchange on importing spare
parts to make them serviceable. The Committee desire that the
matter should be expedited.

Non-settlement of insurance claims—pages 153-54, para 111.

36. The Durgapur Steel Project took an open policy for £ 100
million with INSPOOL to cover the risk of loss or damage to
materials during transit from UK. to the plant site at Durgapur.

Between hu January, 1957 to December, 1961, the Project autho-
rities preferred‘ 402 claims amounting to £2.99 lakhs, out of which
338 claims had been settled and a sum of £2.28 lakhs had been rea-
lised. Another 861 claims, 30 per cent of which were more than 2}
years old, could not be finally preferred due either to discrepancies



in the tallies or failure to collect correct particulars of short land-
ings, etc. at the port. The amount involved in these cases also could
not, therefore, be worked out.

Explaining the procedure regarding preferring insurance claims,
the representative of the Company stated that, to save the period of
limitation, as soon as an item of stores, for which a policy had been
taken, was found missing, a pre-claim was lodged mentioning only
the missing item. Thereafter, final claim was lodged in terms of the
policy which was required to be authenticated by a large number of
documents. There were two more requirements to be fulfilled,
viz,, joint inspection by the representatives of the Consulting Engi-
neer and the Company and checking with the original tally sheet.
Before the final claim was lodged, a number of other documents had
also to be consulted to ensure that the items shown as missing had
not been received subsequently with other consignments. It was
a tedious affair and required large staff to finish the work. As a
result of such examination, about 50% of the pre-claims had to be
withdrawn as the stores shown as missing had been found subse-
quently. ‘

As regards the present position, the witness stated that out of
1,457 claims in all, 338 claims had been settled. 273 claims were
ready and had been or were being preferred. The reat of them
were in various stages of preparation. In some cases, all the re-
quisite documents were not traceable. Some of these claims might
have to be withdrawn as the material had since been received. In
reply to a question, it was stated that all the claims were expected
to be finalised during the next 8 to 8 months.

In the epinion of the Committee, the time taken by the Project
authorities in preferring mest of the final cisims had been on the
high side, even after making due allowance for the procedural re-
quirements to be fulfilled. The Committee were, however, assured
that all the claims would be finalised during the next § to 8 months.
They would like to be furnished with a further report in the matter.
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DEPARTMENTALLY MANAGED GOVERNMEWT COMMERCIAL
UNDERTAKINGS

Page 154, para 112 of Audit Report (Civil), 1962

37. There are 42 Undertakings of a Commercial or Quasi-com-

mercial nature which are operated by Government Departments.
The financial results of the working of these Undertakings are as-

certained annually by preparing statements of accounts on a pro-
forma basis outside the General Accounts of Government. In res-
pect of some, the departments do not prepare regular pro forma
annual accounts, viz.,, Trading and Profit and Loss Account and
Balance Sheet, but only prepare a Stores Account or an Income and
Expenditure Account. Financial position of these Undertakings as

on the 31st March, 1961 is given at Annexure C of the Audit Report
(Civil), 1962, at page 155.

The Committee have dealt with some of the Departmentally-
managed Commercial Undertakings in the paragraphs following.

MINISTRY OF FINANCE

Government Opium Factories at Ghazipur and Neemuch—pp. 159-
160, para 118

38. Government Opium Factories at Ghazipur and Neemuch are
under the administrative control of the Narcotics Department. The

main functions of Factories at Ghazipur and Neemuch are confined
to— .

(i) manufacture of opium for Excise purposes and for E.
port, and

(ii) manufacture of Alkaloids for internal consumption and
for export. (Alkaloids include morphine, codeine,
narcotine, etc.).

The Committee considered the Production Accounts relating to
the Ghazipur Factory. The output and production cost of the year
ended 30th September, 1960 and of the previous year relating to

4



Indian Medical Opium Powder and I.ndian Medical Opium Cake are
indicated below:—

-

Output in Maunds Production cost per msund
Indian Medical 0 Fupees
Opium
1959-60 1958-59 1959~60 1958-59
Powder 62-91 64°53 300673 330131
Cake 21°29 27+08 2442258 216741

The increase in the production cost of Indian Medical Opium
Cakes during the year 1958-60 as compared to the year 1958-59 was
stated to be due to the following reasons:—

(i) the manufacture of both Indian Medical Opium Powder
and cake is carried out by the same labour and chemi-
cal staff in the same building of the Alkaloid works and
as such while distributing the labour in daily time
sheets, more labour was shown to be employed for the
manufacture of Indian Medical Opium Cake, which re-
sulted in increase of cost of manufacture of Indian
Medical Opium Cake and reduction in the cost of manu-
facture of Indian Medical Opium Powder.

(ii) In the vear 1958-59 the issue rate of Malwa Opium was
less than that of Banaras Opium, hence Malwa Opium
was used in the manufacture of Indian Medical Opium
cakes. But its average issue rate worked out higher
than Banaras Opium when the production accounts
were prepared at the close of the year.

~ In evidence, the representative of the Ministry of Finance (De-
partment of Revenue) stated that so far as the issue price was con-
cerned, it was the same whether it was Malwa Opium or Banaras
Opium. But the cost of raw Opium varied slightly depending on whe-
ther more bonus was earned in one part of the country or another.
It was further explained that, in regard to fixing of bonus there
was a sliding scate, a~d a cultivator having better yield and surren-
dering over nine seers pet “igha would get a higher price for the
entire quantity than the other surrendering five scers per bigha.
This method would also discourage illicit disposal of opium.

As to the variation in labour charges, the witness stated that
these should not really vary. The bulk of the transaction pertained

to export opium and for purposes of proforma account, such chargee
were shown as common.



The Committee are not satisfied with this explanation. To bave
an effective control over the cost of various products, it is essential
that the apportionment of the labour charges is made on a rational
basis. The Committee desire that a suitable procedure should be
evolved to ensure that the accounts depict a true picture of the cost
of various products,

MINISTRY OF FOOD AND AGRICULTURE (DEPARTMENT OF
AGRICULTURE)
Forest Department, Andamans, pages 168163, para 114

39. Established in 1883, the Forest Department, Andamans was
intended to supply valuable timber for commercial purposes. The
activities were mainly confined to the extraction of timber, feeding
the saw mills installed in 1929 and sale of timber. In 1950, two
Sales Depots were opened at Calcutta and Madras. The Depart-
ment was reorganised in 1951 into four divisions viz, (i) Middle
Andamans, (ii) South Andamans, (iii) North Andamans, and (iv)
Saw Mill Division. In 1851, North Andamans forests were leased
to Messrs. P. C. Ray & Company for a period of 25 years. The
South and Middle Andamans forests are still departmentally
worked. A small quantity of timber in the latter two divisions is
also being extracted by petty contractors. A working plan was
prepared during the Second Five Year Plan for operation in North,
Middle and South Andamans between October 1960 to September
1970 The plan was approved by the Government of India in June
1961 except for that of North Andamans,

The actual extractions during 1958—61 as compared to the
targets fixed in the approved plan were—

Name of the Division ‘Ttrgc! Quantity extended

Tons 1958-59  1959-60  1960-61
South Andamans 27,000 46,216 46,461 54,318
Middie Anda nans 27,000

The Committee desired to know the reasons for less extraction
of timber in 1958-59 and 1959-60. The Secretary of the Ministry
stated in extenuation that at that time the Forest Department was
building up the organisation and setting up labour which nad to be
imported into Andamans and there were difficulties of shipping
also. Moreover, although the Forest Department was established
in 1883, they were not working to any plan except for extracting
something for which there was a market. Plans were drawn up
only after 1956-57 and it took them two-three years to reach the
fixed target. To a question it was explained that the plan was pre-
pared by the Forest Officer on the knowledge of the existence of
timber of different categories which could be extracted and on



lthat basis the target was worked out. The Cemmittee trust that
by now the initial difficulties have been over-come and it would be
pessible for the Ferests Department not only to achieve the targets
fixed but alse to work wpte higher targets.

40. Saw Mills.——The Department is working three saw mills
The intake and out-turn of these saw mills for the last three years
are detailed below:—

(In tons)

1958-59  1959-60 14960 61

Intake . . . . . 23,348 22,938 19,675

Out-turn (Squares and Scantlings) . 12,553 13,148 10,481

Cost of Swan Timber (In Rs. per ton) 279.49 264.22 279 .46
Wastage .. . . . 46. l9"f 42.68%, 46 73,.

[ —— e

The percentage of wastage has mcreased by about 4 05 per cent
during 1960-61 as compared to the previous year. The Administra-
tion have stated that the logs that are fed into the saw mills are
mainly defective ones with knots, bends, cracks, etc. as better logs
are sold in the marke! as ply, match and hard-wood logs. Further,
the sizes that are cut mainly depend upon the demand. In view of
these conditions, it has not been possible to fix any definite stand-
ard percentage of was.age for all these saw mills.

To a question, as o why the outpul of the saw mills had gone
down, the witness stawed that the best of logs extracted in
Andamans were usually exported to Calcutta market. Only the
left-overs wen! to the saw mills to ensurc the maximum utilisa-
tion of the extracted timber. The intake of the saw mills depended
upon the quantity which could not be sold as logs and would, there-
fore, vary from year to ycar. The percentage of wastage would
also change as the mills woiked on rc)ectod logs only with many
knols and cuts

Even granting that the saw mills are utilised for operating on
logs which are left-overs, the Commiltee feel that the percemtage
of wastage is unduly high. They hope that with highor extractions
frem South and Middle Andamans, it would be possible to Incroase
ithe intake of the saw mills and alse to reduce the percentage of
imhge.

41. Seasoning Kiln.—The seasoning kiln was installed in 1956 at
8 cost of Rs. 2:06 lakhs to arrest the detericration of timber and to
meet the increased demand of local Public Works Department for
seasoned timber. The low utilisation of the capacity of the kiln
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and the accumulation of the large stock of unsold timber had
already been brought to notice in para 23 of Audit Report, 1961—
[Paras 91—33 of P.A.C’s 42nd Report (1961-62)—Vol. I}. As against
the installed capacity of 850 tons per annum, the quantity seasoned
during five years from 1956-57 to 1960-61 was only 781 tons. Out
of this seasoned quantity, 494 tons had so far been disposed of and

the balance quantity of 287 tons valued at Rs. 1,08,875 remained to
be disposed of.

To a question as to why the seasoning kiln was installed with a
very much higher capacity than what was really needed, the
Secretary of the Ministry informed the Commitee that at the time
when the proposal was formulated, the estimated requirement of
the seasoned timber by the P.W.D. was 3,000 tons; but the kiln
which had a capacity of 850 tons could not reach the maximum in
the absence of a boiler. It was further stated that steam was being
taken from the boiler of another saw mill and that is why it was
working below capacity. According to the lates! information, how-
ever, there were no accumulation of seasoned timber. With regard
to sale of timber, the Committee were informed that it was hoped
that the demand from P.W.D. would increase. Sometimes P.W.D.
preferred a betler type of wood unseasoned which was costlier than
s.asoned timber. With regard to a question whether there was an
open market for seasoned timber in Andamans, the witness replied
in the negative. The question of export of timber could be consi-
dered provided the bailer funcioned. He added that the boiler had
been installed, but it was not funciioning as the chimney had not
been fitted yet. The Commitiee cesired to be furnished with a note
stating therein (1) wnat was the pesition with regard to fitting of
the chumney of the boiler, and (1) when \ns the order for the
chimney placed; bui the same 15 sull awaited. (February, 1963).

The Commniittee of 1961-62 were informed that although the
seasoning kiln was installed at the instance of the local P.AY.D. whe|
had estimated their monthly requirements of seasoned timber at:
‘200 tons, the oft-take by the P.W.D. had been very much less. It is»
surprising that the local PW.D, should now be preferring unsea-;
soned wood, when at their instance and at some cost the msonmgﬁ
ki'n had been sot up. The Committee desire that the chimney ei;
the hoiler should be obtained and fitted without further delay and;
the plant worked to its full eapacity. Thereafter efforts should be'
made to export the seasoned timber, which cannot be taken by the}
local P.W.D. ur vold in the local market, to the mainland. The'

Committee would like to be informed of the outcome of thue
cfforts.



42, Creosoting Plant and Ascu-treatment Plant.—The installed
capacity and the quantity treated by the Creosoting and the Ascu-
treatment Plants during the last three years are as below:

Actual quantity treated
Year Instailed capacity for each
of the two plants Creosoting Ascy-treatment
Plant Plant
(Tons) (Tons) (Tons)
1958-59 1,200 461 33
1959-60 1,200 498
1960-61 1,200 607 :gg

Actual cost of creosoting is Rs. 3:19 nP. per cft. as against the rate
of Re. 1 per cft. fixed from the year 1956-57 to 1959-60. The rate of
Re. 1 per cft. was initially fixed to popularise the creosoted timber.
The adequacy or otherwise of ascu-treatment rates, which vary
from Rs. 1'63 to Rs. 2:71 per cft. for various categories could not be
determined as no separate working accounts had been prepared.
The Committee feel that proper accounts for various categories of
ascu-treated timber should be kept so that their rates might be
correctly worked out.

43. The management have explained that like the seasoning kiln
units, the creosoting plant and the ascu-treatment plant are also in
the process of being initiated in these islands and demand of
the products from these plants is likely to increase during the
Third Five Year Plan.

The Committee observed that the installed capacity of each of
the two plants was, 1,200 tons but the actual quantity treated was
very much less and desired 10 know the reasons therefor. The
Secretary of the Ministry stated that there was not much local
demand for this and therefore the quantity treated was less than the
installed capacity. It was further stated that in this case also
the treated timber would have to be brought to mainland in order
to get the market but the main difficulty was that of shipping. Ta
a further question whether the timber was being sold at a loss, the
witness stated that the present cost of production was estimated at
Rs. 3:08 per cft. and that the full cost was being recovered.

With a view to seeing whether this project was wasteful or it
would become a paying proposition in the long run, the Committee
desired to be furnished with a note stating the latest position with
regard to (i) the total quantity of timber produced, (ii) the total
quantity of timber sold at a loss and (iii) the total quantity of
timber, creosote and ascu-treated, which remained in stock. The
note in question iz still awaited. (February, 1963),



From the facts brought to their notice, the Committee are unable
to escape the conclusion that at the time these projects were consi-
dered initially, a proper market survey of demand for the treated
timber in the Andamans or in the mainland and the availability of
ships etc. for transport thereof was not made. They recommend
that all these aspects may now be reviewed by the Ministry and
remedial measures taken immediately to set things right. In the
opinion of the Committee, efforts to popularise the products might

prove fruitful resulting in greater demands for the creosoted and
ascu-treated timber.

44. Stores.—The value of stores as on the 31st March 1961 was
Rs. 8,80,805. This included surplus stores amounting to Rs. 92,469.

1n reply to a question it was stated by the Secretary of the
Ministry that efforts were being made to dispose of the surplus
stores locally and stores worth Rs. 13,799 had so far been sold. To
a question whether there was any further accummulation of surplus
stores, the wilness replied in the negative. With regard to the latest
position, it was stated that the stock-taking was in progress,

The Committee hope that every effort would be made to dispose

of the surplus stores as early as possible and physical verification of
stores conducted at regular intervals.

45. In the course of evidence, the Committee were informed that
the large accummulation of t:mber in the Andamans was a very
great source of anxiety to Government. They enquired what efforts
had been made ‘o procure ships for transportation of timber. The
representative of the Ministry stated that there was great difficulty
in procuring ships for transport of timber from Andamans to main-
land as shipping companies were not very anxious to take up this
kind of work. However, due to effor's made to get more ships
through the Ministry of Transpor:, the Shipping Corporation would
arrange three more ships, in addition to the one already working,
and the timber accumulated would be transported to mainland.
Since there Ig a great demand for timber in the mainland specially
from the plywood manufacturers in Calcutta, the Committee urge
that early steps be taken to reinforce shipping arrangements in
consu'tation with the Ministry of Transport so that the accumulated!
timber could be cleared carly and no further accumulation allowed
to take place, to avold possibility of deterioration of timber lmmlv-i
ing fnancial loss.

48. Outstondings against North Andaman Licensee.—The defec-
tive working of the contract with the Licensee in North Andaman
had been brought to the notice of the Public Accounts Committee
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in para 38 of the Audit Report, 1960 and para 30 of Audit Report,
1861. On the 3lst March 1861, a sum of Rs. 210 crores was out-
standing against the licensee on account of royalty charges payable
to the Government. The licensee had also put in a courter claim
of about Rs. 2 crores and the matter was stated to be sub judice
before the arbitration.

Asked about the latest position in this regard, the Secretary of
the Ministry stated that the arbitration was in progress. The latest
position was that issues had been framed and the documents had
been disclosed to both parties. The case was awaiting hearing,
taking of evidence, arguments etc. The arbitration was expected to
be finalised within the next three or four months. The Committee,
however, invited attention to their earlier recommendation (para
90, 42nd Report, 1961-62, Vol, I) that the opinion of the Attorney
General should be obtained in this matter regarding the further
course of action. The Secretary of the Ministry stated that neces-
sary material for obiaining the view of the Attorney-General was
being collected by the Ministry of Law.

When questioned whether the licensee had disputed the rate of
royalty itself, the witness replied in the affirmative, At this stage
his attention was invited to clause 18 of the North Andamans Agree-
ment of Licensee reproduced below which made it obligatory on
the licensee to submit a statement quarterly on the basis of which
the royalty was to be decided: —

“At the end of every quarter of the financial year, viz., first
July, first October, first January, first April, subsequent
to the execution of the agreement, the licensee shall
submit a statement of the Chiet Conservator showing
the quantity of marketable round logs exported from
the licensee's depots by categories outlined under clause
12¢i) in that quarter duly certified by the Chief Conser-
vator, or his nominee, allowing export. A statement
showing the quantity of timber (hardwoods and orna-
mental wood) sold during the same period at the depots
at Calcutta failing which at such other depots as
approved by the Chief Conservator, and the rates at
which it was sold, shall be submitted by the Officer in-
charge of the Government Timber Depot at Calcutta
to the Chief Conservator. On the basis of these state-
ments royalty will be calculated as indicated in clauses
14 and 15. The royalty for a given quarter shall be
payable within 30 days of the receipt of the bill to the
licensee’s address at Calcutta. Patlure to pay royuRy,



when the same falls due, would entitle the Government
to charge interest at 12 per cent per annum on unpaid
balance, and to the stoppage of further export. If the
balance with interest is not paid within a year the
agreement of licence is liable to cancellation.”

The Committee were informed that the licensee had not been
submitting the required statements every quarter and, therefore
the rate of royalty had to be fixed under clause 14 of the Agreement.
In reply to a question whether the Government of India held suffi-
cient deposits of the firm in question to cover the royalty charges,
the Committee were informed that the Government held a sum of
Rs. 10 lakhs as deposit.

The Commitee regret to note that the firm had failed to furnish
the guarterly statements required under clause 18 of the Agree-
ment and that on one or two occasions Government had to hold
back their funds in order to make payments of wages of labour in
Andamans not paid by the Company, They consider it unfortunate
that no action was taken when statements were not furnished by
the firm. They are sorry to learn that despite their recommenda-
tion made last year (1961-62), the Ministry of Law were still busy
collecting necessary material for obtaining the view of the Attorney
General.

The Committee urge that in cases involving high stakes, alf
pros and cons should be considered before entering into an agree-
ment; validity of contractual documents should be ensured before-
hand, and effective administrative machinery should be set up to
keep a vigil on the performance of the parties concerned. They
would also like the Ministries concerned to take prompt action on
the recommendations of the Committece. In a case where a Ministry
is unable to implement any recommendation, the reasons therefor
should be communicated to the Committee at an early date. {

The Committee desire further that the arbitration proceedingsi
in this case shruld be expedited and the Committee informed of thet
results.

HIMACHAL ROSIN & TURPENTINE FACTORY, NAHAN

Himachal Rosin and Turpentine Factory, Nahan, pages 164-165, para
116.

47. Sundry Debtors.—Outstandings on Sundry Debtors account
increased to Rs. 595,103 on 31st March 1981 as against Rs. 508763
as on 31st March 1960. A provision of Rs. 3,03.504 has been made
in the accounts, as reserve for doubtful debts.
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The Committee enquired about the reasons for the increase in
the outstandings on Sundry Debtors account and they were informed
that out of the outstandings which related to the period before 1958-
59, Rs. 2 lakhs had been recovered. Out of the provision of
Rs. 3,03,504 some recovery had been made and continued efforts, in
consultation with the Ministry of Law, were being made to realise
the balance. The Committee, however desired to be furnished with
a no‘e giving the latest information in regard to the recovery of the
balance of doubtful debts which had been outstanding since April
1952 which is still awaited (February, 1963).

The Committee recommend that suitable steps be taken to settle
the outstanding accounts, expeditiously.

48. Resin Royalty payable to Forest Department.—Amount to be
paid to the Forest Department had been reduced to Rs. 8,62,729 as
compared to Rs. 13,55,906 payable on 31st March 1960. This pay-
ment could not be made in 1959-60 due to lack of budget provision.

Stock Verification.—According to the information available with
Audit, verification of the stock was not conducted during the years
1959-60 and 1960-61.

Fire in the Factory.-—A fire broke out in the factory at Nahen
on the 29th December 1961. The main distillary and the entire
Resin in stock, good part of Rosin and Turpentine had been burnt
down. The loss is estimated to be Rs. 6 to Rs. 7 lakhs approximately.

During evidence, at the outset the Secretary of the Ministry
admitted that the payment of Rs. 862,729 as royalty to the Forest
Department could not be made due to lack of budget
provision which should have been done. With regard to stock veri-
fication, the Committee were informed that the stock  verifications
were made in 1959-60 and 1960-61 and that the Audit had been inform-
ed about it in February 1962.

To a question whether the cause of the fire in the factory had
been investigated, the Committee were informed that the cause of the
fire which resulted in a loss of Rs. 6 to Rs. 7 lakhs was under investi-
gation by the police since December, 1861. It was further stated
that as a result of the fire the work in the factory had stopped for
three months.
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The Committee are not happy with the th state of affairs at
the Himachal Rosin and Turpentine Factory, Nahan and hope that
steps will be taken to improve the position as early as possible.

In their opinion, verification of stock should essentially be done
at the appropriate time.

The Committee also do not feel happy over the delay (about nine
months) in concluding police investigations into the causeg of fire in
the factory at Nahan, which took place in December 1961. They
would like to be informed of the result of the investigation and
remedial action taken in the matter.

MINISTRY OF COMMERCE & INDUSTRY
MANDI SALT SOURCES (HIMACHAL PRADESH)
Mandi Salt Sources (Himachal Pradesh) pages 167-168, para. 119

49. The salt sources at Kharagoda (Bombay), Sambhar Lake,
Didwana and Pachbhadra (Rajasthan) and Mandi (Himachal Pra-
desh) were under the administrative control of the Salt Department
upto 31st December 1958. Consequent upon the formation of the
Hindustan Salt Company, a Government of India undertaking, on 1st
January 1959, the salt sources at Sambhar Lake, Didwana and
Kharagoda were taken over by this Company. Pachbhadra Sait
Sources on the expiry of lease on 25th January 1960 were transferred
to the Rajasthan Government with effect from 1st April 1960. Thus
only Mand{ Salt mines were left with the Salt Department as from
1st April 1960,

Working Results

As regards ‘Working Results’ of the Mandi Salt Mines the loss for
the year 1960-61 amounted to Rs. 34.550 as compared to Rs. 83161 for
the year 1853-60. The percentage of loss on turnover worked out to
17.7 as compared to 39.8 during the previous year. The decrease in
the loss is assigned to decrease in the cost of production. The average
cost of production of Rock Salt and Pan Salt during 1959-60 and 1960-
61 {s indicated below:—

1959-60 1960-61

Rs. Rs.
Rock Salt per quintal .. 6.6168 6.09925
Pan Salt per quintal - 10.2059 8.75125

The decrease in the average cost of production has been stated to
be mainly due to increased production of salt during the year
1960-81.



Asked about the progress of the contract given long ago to a Swiss
firm to work the Mines, the representative of the Ministry of Com- -
merce and Industry stated that the Swiss firm had submitted a repor*
as far back as 1951-52, recommending setting up of wet mining and
converting it into table salt at Jogendernagar. There were certain
-differences of opinion in the matter which was being dealt with in
the then Ministry of Works, Production and Supply and the matter
dragged en till 1956, In 1957 a decision was taken to start at least
with the sinking of the shafts and continue with dry mining and, it
successful, then to implement the original recommendation of the
Swiss Firm. It was in 1956-57 that tenders were invited by the then
Ministry of Production, and the Technical Committee scrutinised the
tenders and the contract was placed with an Indian firm for sinking
two shafts, one main and the other auxiliarv. On account of the
terrain the Indian firm experienced some difficulties and it was later
on decided that further drilling operations must be carried out by the
Indian Bureau of Mines, who were going ahead with further drilling
operations. Since difficulties were experienced, the Burcau of Mines
and experts of the Geological Survev of India recommended further
drilling operations to see whether the project would be profitable,
The work was expected to be completed by June or July 1963.

It was further stated that as soon ns some useful information was
available about the depth and trend of the deposits. the Swiss firm
would be consulted again and by the time the Report of the Bureau
was available the project report would also be readv and the work
on the new scheme could be started. The Swiss firm had not been
grven any contract for the project. They were only  miven certain
expenses for sending their men for on-the-spot investiration. When
it was pointed out that the Hindustan Salt Company who were
experts and doing the same job, could have been entrusted with the
working of these salt mines as well, the Secretarv, Ministry of Com-
merce and Industry informed the Committee that it had hren acerpt-
ed in principle that the salt mines should be transferred to that
Company who were agreeable to it. The Committee would like to
be informed when this transfer is effectod and eonsenyential mvmgu
efferted therefrom,

The Committee trust that in view of the fact that this is the only
rock salt mine in the conntry, Government would take special stems
to expedite the experimenty now in progress so that the mines could
be exploited to the fullest extent. They hope that with the increase
In production, the Yosses wonld be wiped out and the Mines wemld
become a self-supporting unit. They wonld like to he sopralsed of
. the progrest made in this regard.
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Evasion of payment of Salt Cess, page 230, Appendix XV, Part [

50. 2,19,664 mds. of salt were removed by a private salt licencee
without payment of cess amounting to Rs. 25,887 during the period
1853 to August 1960. The officials suspected to be responsible for the
loss had been placed under suspension. A criminal case initiated by
the Special Police Establishment in September 1961 was dismissed
by the Court in November 1961 as the case was not lodged before the

expiry of 6 months from the date of commission of offence as required
under Central Excise and Sslt Act, 1944.

The Committee desired to know the reasons for delay involved in
this case. The Salt Commissioner stated that the case was detected
in August 1960 and in December of the same year it was handed over
to the Police for investigation. It normally took two or three months
to find out precisely how much the loss was and who were the persons
responsible etc. and all this naturally entailed some time in initiating
departmental proceedings. The officers concerned had, however,
been placed under suspension simultaneously with the handing over
of the case to the Special Police Establishment. The Police also took
some time to go through certain documents and to collect all the data
before they could file the case in the court in September 1961. The
case was dismissed, because it was time-barred, towards the end of
1961. Departmental enquiries had, however, been started.

When questioned as to the feasibility of holding departmental
enquiry first before handing over the case to the court, the Secretary
of the Ministry assured the Committee that he would take up the
matter with the Ministry of Home Affairs for discussion with a view
to seeing whether the existing rules regarding departmental enquiries
could be revised. Regarding the loss involved, the witness stated that
it would be recouped because the assessees were still within the
control of departmental discipline.

To a question as to why photostat copies of the relevant papers
were not kept to facilitate departmental action before they were
handed over to the Police, the witness stated that orders had since
been issued that departmental action could be taken simultaneously
with the police investigation. Previouslv that was not the case.

The Committee would like to be informed about the recovery of
the cess amounting to Rs. 25.887, and the result of the discussion with
the Ministry of Home Affairs with regard to change in the rules for.
taking departmental action before handing over the case to the court.
The result of departmental enquiries should also be communicated to
the Commitice at an early date. f




v
AUTONOMOUS BODIES

The Committee have dealt with the following autonomous bodies
in this chapter:—

(1) Shipping Development Fund.

(2) Khadi and Village Industries Commission,
(3) Tea Board.

(4) Coal Board.

(5) Indian Central Arecanut Committee.

MINISTRY OF TRANSPORT AND COMMUNICATIONS
SHIPPING DEVELOPMENT FUND

Shipping Development Fund—page 169, para 120.

51. In March, 1959, a Shipping Development Fund was constituted
by the Central Government with an initial loan of Rs. 1 crore. The
Fund is vested in a corporate body, 1z the Shipping Development
Fund Committee. Loans are advanced by the Committee 1o Shipping
Companies for the acquisition and maintenance of ships. The loans
bear interest at 8 per cent per annum. subject 10 & reduced rate of 3
per cent being charged if the instalments of principal and interest are
paid on due dates. The para in the Audit Report referred to the
following main features of the working of the Shipping Development
Fund Committee:

(i) The amount of loans granted t{o the Fund by Government
and the amounts disbursed to the Shipping Companies
during the three vears period was as under:

Loans advanced  Loans disbursed
by Government. to the Shipping

! Companies

‘ (Figures in crores of Rupees)
1958-59 1.00 —
1959-60 5.06 2,87
1960-61 3.00 0.26

During the course of evidence the Committee were informed that
the undisbursed amounts in the Fund were rebanked with the Gov-
ernment and that interest on the sums was pavable to Government
‘when they were actually withdrawn The Commiitec feel that
instead of blocking large sums of money in this manner the loans to
the Fund should have been advanced on a realistic basis.

60 .
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52. (ii) Out of eight Shipping Companies who were advanced
loans during the three years period one private company had
defaulted in the payment of its first instalment. The Committee
were informed that the Company had since paid the interest charges
at the concessional rate of 3 per cent and had also promised to repay
the principal amount. The Committee are surprised as to how:
interest at the concessional rate was charged from the Company|
when it failed to repay the instalment of loan on the due date.- They:
would like to be informed of the progress made in the recovery of!'
loan and the interest charges at the normal rate of 8 per cent. 5

53. (iii) The loan agreements executed between the Shipping
Development Fund Committee and the borrowing companies did not
provide for the approval of the Committee being obtained if the
borrowing companies operated on trade routes other than those men-
tioned in their application for loan. It was urged in the course of
evidence that it would not be proper to impose such restrictions
which could mean interference in the activities of the Companies and
undermine their basic incentive to operate on the most commercial
and profitable routes. Besides. the Director General Shipping had
powers to license each vevage of a ship and if such a condition was
imposed it would mean division of responsibilities. While the Com-
mittee do not wish to impose any curbs on the activities and opera-
tions of the Shipping Companies, they nevertheless feel that adequate
safeguards should be provided to ensure that undue risks are not
undertaken and the Companies do not embark upon new routes which:
may not be profitable. Since at the time of granting the loans the
Shipping Development Fund Committee acts on certain assumptions
about the routes on which the ships should operate, it is but appro.
priate that its prior approval should be obtained if any deviations are
ever made in this regard. The Committee, therefore, suggest that
this aspect may be further examined. i

54. (iv) There was no provision in the loan agreements enabling
the Shipping Development Fund Committee to enter into possession
in the event of default by the shipowners in making payments to the
Commiltee as and when they fell due. Also no powers had been
secured either for that Committee or the Government's nominee on
the Board of Directors of the borrowing Company to issue directives
to the Company or take other appropriate steps to ensure fulfilment
of the terms and conditions of he contract. It was stated in evidence
that it had since been decided to incorporate a suitable clause in the
agreements to enable the Shipping Development Fund Committee to
take possession of ships in the event of the borrower defaunlting the
repayment of loan. As for the second condition viz. empowering the



Government’s nominee on the Board of Directors to issue directives
etc., it was considered that such a course would amount to interfer-
ence in the working of the concerns. The Committee are not satisfied
with this explanation. In their opinion, it should be made incumbent
on borrowing Companies to furnish such detailed information of their
working to the Government representative on their Board of Direc.
tors as would enable the Shipping Development Fund Committee to
keep a watch over the financial position of the borrower and ensure
fulfilment of the terms of the contract in the long run. If necessary.
the present agreement form may be suitably amended for the
purpeses. .

55. (v) Rules were made by the Central Government prescribing
that applications from Shipping Companies seeking financial assis-
tance from the Fund should be submitted to Director General (Ship-
ping) giving details of the financial status of the companies and other
relevant particulars. These Rules also provided that every loan
grante would be on the terms and conditions prescribed by the
Central Government from time to time. Notwithstanding these pro-
visions the Government entertained an application direct from the
promotor of a private company even in advance of its registration,
and later directed by means of an executive order that the procedure
envisaged in the Rules would not apply to that case. By the same
order the Shipping Development Fund Committee was directed to
grant a loan to the Company on terms and conditions set out in a
special agreement prescribed by Government. The Audit para cited
some of the important features of the special agreement including a
concession which would have the effect of reducing below the pres-
cribed level the margin of security available to Government in the
event of default and a commitment to the grant of a loan not only in
respect of 8 ships proposed to be purchased in the near future from
a Japanese firm but also in respect of 5 more ships which may be
purchased at some indefinite future date. In the course of evidence
it was urged that Government had powers (o prescribe such terms
and conditions under the Merchant Shipping Act, 1958. 1t was added
that the opinion of the Attorney General had been obtained on the
subject who had confirmed that Government was competent o
specify terms and conditions for the grant of loans not only generally
but also with reference to an individual or a Company separately.
While the Committee do not question the competence of Govml§
to issue such directions to the Shipping Development Fund Com-
mittee or to Prescribe alter Rules or terms and conditions for the
grant of loans, they are not happy at the manner in which this sppli-|
cation was dealt with on a special fosting which is apt te croate an,
impression that exceptional treatment was given to this particulars



fom. 1If any deviation frem the existing rules is comsidered necessary,

the same should be duly notified and made applicable to all similar
cases.

In extenuation of the circumstances in which a deviation from the

normal terms and conditions was .made in this case the Committee
were informed that—

(a) the applicant proposed to acquire tramp vessels which ful-
filled the requirements of merchant shipping;

(b) the acquisition of ships was envisaged on a large scale;

(c) normally about 30 per cent of the price was required to be
paid bhefore the ship was delivered but in this case no
such payment was involved.

In view of these factors, the offer was considered to be favourable.
It was added that on earlier occasions private companies had not
shown any interest in the acquisition of tramp vessels.

The Committee would like to be furnished with a note about the

progress made in the implementation of the conditions of the agree-
ment by both parties

56. To a question whether the possibility of the public sector
takinghover the enterprise was examined, since most of the capital
was being advanced by the Government, the witness stated that, in
the first place, only 80 per cent of the capital was to be advanced by
the Shipping Development Fund Committee, and the remaining 10
per cent together with the interest on loans advanced from time to
time (which came to approximately 22 per cent) had to come from
some one else. Moreover, the public sector corporations, the Western
and Eastern Shipping Corporations (which later on. became one cor-
poration) were formed for a specific purpose and had grown much
bigger than was visualised at the time of starting. The Shipping
Corporation of India had become the second biggest public sector
unit in India, a.d having regard to the type of operations in this case,
namely, tramping, it was felt that it would not be possible or conve-
nient or even prudent for the Shipping Corporation to undertake this
task, and thus to diversify its activities.

The Committee are not quite convinced of these arguments. While
the peed for sugmenting Indian Shipping is no doubt imperative, M
Cmm&ﬂh:mddndmdumchhmmmh(hthe
Wdﬂm«mdm:‘pﬁtﬂlc«tdtheshipstobenﬂmd
and upte four times the amount of the share capital of Rs. 5 crores:
thwummmhm)u-mnum
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Government would be well advised in such cases cither' to undertake

the work in the public sector or float a public company for the pur-
pose reserving majority of shares with them.

MINISTRY OF COMMERCE AND INDUSTRY
KHADI AND VILLAGE INDUSTRIES COMMISSION

General—pages 173--176, para 121.

57. Utilisation Certificates.—The funds received from the Govern-
ment of India by the All India Khadi and Village Industries Board,
during the period April, 1953 to March, 1957 and thereafter by the
Khadi and Village Industries Commission upto March, 1861 were
mostly utilised for the disbursement of loans/grants to the registered
institutions.State Boards with a view to enabling them to carry out
their development programmes in accordance with the pattern of
assistance approved by Government. The position in regard to the
receipt of certificates of utilisation of these funds is given below:

(in lakhs of Rs.)

Amount d - ursed by the Board Amount Balance for
Year Commission utilised which utilisation
— s Per certificates are
L.oans Grants Tosl certificaies awsited
1953—%7 108169 863 <o 1945°19 17861 2112648
1957 —¢8 =95 T2 630°012 142§ 7% 1011789 39416
1958-—59 1116 9< 73143 1848 48 1004 16 844°32
1949 —-H0 1123 02 AR 1921 98 Certificates 193358
due by Octo-
ber 1961 not yet
received.
1960 —61 1389°9¢ 73T 2097 - 6= Certificates not
yet Jue

From the above table it will be seen that utilisation certificates in
respect of Rs. 33,89.04,000 out of loans and grants disbursed by the
Commission during 1953—57 to 1859-60 had been outstanding till
March 1962.

The position of unutilised balances recoverable from the institu-
tions as per the unilisation certificates received in respect of the
funds disbursed upto 1958-59 and the refunds actually received there-
against, is given below:

Lo bakds of Red

v ar Amount Refunds received |
recoverable amounts regularised Balance
195347 24427 6682 177'4‘51"“
196758 127 30 23°90 103 40

19§8—<9y 127° 92 Not known 127°9a



The above figures indicate that a sum of Rs. 4,08,77,000 is refund-
able by the institutions concerned, which has not yet been realised.

Asked about the latest position in this regard, the Chairman,
Khadi and Village Industries Commission stated that the assistance
had been given to (i) State Governments, (ii) State Boards and (iii)
Institutions which had been working with the All India Spinners
Association and continued, alongwith their oﬂ'-shoots to have direct
dealings with the Commission. The position with regard to receipt
of utilisation certificates from such institutions was satisfactory. The
audit parties of the Commission for these institutions had also been
strengthened, and arrangements had been devised by which it would
be insisted that their accounts should be audited by Chartered
Accountants. The position with regard to State Governments and
State Boards was not, however, satisfactory. With a view to arriving
at a satisfactory solution in their case the matter was being discussed
by the Commission with the Ministry of Commerce and Industry,
the Comptrolier and Auditor General of India. State Governments
and State Boards. One of the suggestions under consideration was to
attach with every State Board a Financial Adviser who might assist
in furnishing the utflisation certificates expeditiously. Some State
Governments and State Boards had agreed to this suggestion’ while
others had not. The State Boards were statutory corporations
established under enactments of State Legislatures and therefore, it
was difficult for the Commission to exercise ‘organic control’ over
them. With regard to State Governments, the view taken was that
to the extent this assistance formed part of the Consolidated Fund
which was audited by the Accountant General of the State concerned,
no specific certificate was necessarv. The assistance to State Govern-
ments had been given before the State Boards were established. It
was not in vogue now.

The Commitiee desired to be furnished with a list of those organi-
sations which had not furnished the utilisation certificates so far and
the amount which had not been certified by them. but the list is still
awaited (February, 1963).

The Commitltee are perturbed at the huge amount of about Rs. 34
crores for which utilisation certificates are over due and are still
awsited from various State Boards institutions as also at the delay
in recovering s sum of about Rs. 4 crores which is refundable to the
Commission. It is disturbing to note that ne eflective steps have
Seen taken by the Commission so far against the parties for thlrt
failure to furnish the certificates. They wonder if the failure to fur-
nish the utilisation certificates for yuch long perieds dees not hdkutq
that the amounts had not been utilised in all cases for the purpese for!
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which they had been sanctioned. Ian the absenceé of any concerted
and sustained efforts on the part of the Commission to impreve
matters all these years, the Committiee cannot help feeling that there
has been a lack of p annine and supervision which is regrettable. Te
i improve this state of affairs the Committee suggest that the following
fstepsbeukenurgenﬂy:—

(1) The“whole question of the grant of loans etc. be reviewed
0 as to restrict the assistance to genuine institutions
after a thorough verification of their antecedents through
State agencies. '

(2) Further grants,/loans should not be granted to those orga-
nisations which have not furnished utilisation certificates
in respect of earlier grants in time  This condition
should be made clear also to those organisations who
apply for loans for the first time.

(3) It may also be suggesledﬁ‘lhe State Governments to
impose the conditions stated at (1) and (2) in respect of
the loans granted by them to State Boards. The State
Governments might be advised tofamend the present
legislation, in consultation with the Commission, 50 as teo
introduce essential provisions necessary to avoid misuse
of funds, delay in submitting statements on disburse-
ments and utilisation, audit of the accounts etc. of the
State Boards.

(4) The Ministry of Home Affairs should adopt procodures,
similar to those to be adopted in the case of State
Boards, in respect of Centrally Administered Territories.

(5) Suitable provisions in the Societies Registration Act, Co-
operative Societies Act and the Rules etc. framed there-
under should be made in regard (0o advance of loans/
grants to Cooperative Societies and other Registered
Societies.

(6) The Commission and the State Boards should keep record
of institutions which default in respect of one or mere
requirements prescribed for grant, disbursement ele. of
loans and grants. For serious or repeated lapses, institu-
tions sheuld be biack-listed.

(7) The procedure now uader consideration for expediting
submission of wtilisation certificates by State Gevers-

:uumuwmmmmm



(8) In the case of ameunts refundable by imstitutions, the|
feasibility of realising the dues as ‘arvears of land|
revenue’ might be comsidered. |

§8. Loans—Normally, loans for* working capital for the Khadi
Industry given by the Commission were renewsble every year if
1/10th of the loans had been repaid by the loanee. In most cases..
however, the Commission renewed 90 per cent. of the loan after
treating 10 per cent. as repaid and reissued as part of further loans.
granted to the institutions. In reply to a question whether the Gov-
ernment considered this arrangement as satisfactory, the Secretary,.
Ministry of Commerce and Industry replied in the negative. He
further stated that that was an old practice in vogue from the time
the Khadi and Village Industries Commission came into existence
and assured the Committee that he would suggest to the Commission
to examine this aspect of the matter and change the rules accordingly.

In the opinion of the Committee the procedure adopted by tlm
Commission in advancing further loans to enable the loanees to re-
pay their instalment of 10 per cent and thus renewing the lom
violstes the very melning and spirit of the rules. In ncconntmg
matters, such transactions are the least expected from a missionary:
erganisation like the Khadi Commission. The Commitiee suggest
that this practice should be put a stop to immediately, and if neeu-i
sary, the rules may be suitably clarified to prevent such a practlcog
being resorted to in future,

59. Out of the loans disbursed by the Board,’Commission upto 31st
March 1961, repayments amounting to Rs. 320.26 lakhs were overdue
from the institutions in respect of which the loans had not been
renewed by the Commission either because the institutions had
ceased functioning or for other special reasons. These consisted of
Rs. 108.62 lakhs due from Khadi Industries and Rs 211.64 lakhs due
from Village Industries. An analysis of the amounts due from Khadi
Industries is given below:

Khadi Industries

'i
¥

1958-58 and carlier vears Rs. 1.10 lakhs.
1959-60 Rs. 3.18 lakhs
1960-81 Rs. 74.00 lakhs.
1961-62 (30th June 1961) Rs. 30.34 lakhs

Total  Rs 108.62 lakhs.

*1a this connection, Miention is sho invited 1o pars 33 of the 167h Report of the Bati.
ey o (19l -43).



Indicating the latest position with regard to the loans disbursed by
the Commission to the Khadi Industries, the Chairman, Khadi and
Village Industries Commission stated that out of Rs. 108.62 lakhs
overdue, Rs. 85.53 lakhs had since been recovered leaving a balance
of about Rs. 23 lakhs. The Committee suggest that vigorous efforts
should be made to realise the balance payments of loans which are
overdue,

60. Loans to Village Industries.—Year-wise analysis of overdue
loans amounting to Rs. 211.64 lakhs was not available. In regard to
loans aggregating Rs. 6.64 lakhs, legal proceedings had been instituted
or were proposed to be instituted by the Commission against 36
institutions which had gone into liquidation,

Explaining the position. the Chairman, Khadi & Village Industries
Commission informed the Committee that most of the small coopera-
tive societies were organised by the various occupations or groups like
tanning industry. oil industry ete.. and it was on the basis of their
.own resources that the assistance was given. Sometimes they failed
to function properly on account of circumstances bevond their con-
trol and the Co-operative Department finding that thev had no
future ordered those societies to be dissolved. In reply to a question
it was further stated that some instances had come to the notice of
the Commission where people had organised cooperatives simply to
get loans. It was, however, ensured that a certificate of soundness
from the Registrar of Cooperative Societies or other Authorities was
obtained before the loan was granted but in those cases where the
societies were allowed bv the Registrar to borrow from outside, such
a certificate was not insisted upon. The Committee fee]l that even
tin such cases, the certificate of soundness should invariably be obtain-

" 'ed from the Registrar.

In the Committee's opinion such a state of affairs indicated that
_assistance was given to institutions without proper assessment of
‘their capacity to make use of the loans. They feel therefore that the
procedure for grant of loans grants and for keeping a watch over the
working of these institutions needs tightening up.

The Committee feel that failing other means, legal action should
be taken in such cases against the memhers of the cooperative socie.
ties under the Cooperative Socicties Act for realising the dues
They hope that the proceedings against the defaulting societies would
be expedited. In cases where it is found that the Registrar or the
Inspector of Co.operative Societies had given certificates not based on
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Commission should bring such facts to the notice of the State Govera-.
ments concerned for taking suitable action against the officials. :

61. In relaxation of the normel rules, Government granted exten-
sion to the period of utilisation upto the 31st March 1960 in respect
~of funds disbursed upto the 31st March, 1958. Even after the extend-
ed period, utilisation certificates were not submitted and were still

awaited (March 1962} in respect of grant forﬁs. 249.51 lakhs disbursed
4 to 8 years ago.

The Committee desired to know as to why the normal rules were
relaxed and under whose authority it was done. The Chairman,
Khadi & Village Industries Commission stated that the rules were
relaxed by the Ministry of Commerce & Industry at the request of
the Commission. The Committee would like to stress that relaxation
of rules should be an exception and not a rule and therefore relaxa-
tion should be allowed only after Government is fully satisfied about
its necessity, The Committee consider it unfortunate that the utilisa-
tion certificates were not submitted even after the extended period.

In their opinion, this calls for strong measures against the defaulting
parties,

62. The expenditure on the administration of the Commission has
increased from Rs, 6626 lakhs in 1957-58 to Rs. 112-63 lakhs in 1960-61
t.e. there has been an increase of about 70 per cent. during the last 4
vears. Against this, there has been an increase in the total expendi-
ture of the Commission on loans and grants by about 47 per cent. and
percentage of such grants and loans distributed through the State
Boards has increased from 26 per cent. to 42 per cent. over the same
period.

With regard to increase in the expenditure on the administration
of the Commission in relation to the increase in the turn over. it was
stated that the mam reasons were (1) expenditure incurred on ine
strengthening of the audit parties under the Directorate of Inspee-
tions. (1) expenditure incurred on the introduction of the contribu-
tory provident fund, and (1) revision of pay scales. It was stated
in reply to a gquestion that a special committte appointed to examine
the workload in each section had submitted a report and as a result
there had been some reduction in staff.  The fact that the percentage
of increase in the expenditure on the administration of the Commis.
slon is disproportionately higher when compared to the percentage.
of increase in the total expenditure of the Commission on loans and
Rrants for the corresponding period, indicates that there is further
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scope for economy. The Committes, th suggest that a further
review of the work load in various be made and reduction in
expenditure effected to the maximum extent possible.

63. To a question as to why the expenditure incurred on the sala-
ries of the staff employed at the various production centres in different
parts of the country was not debited to the Khadi account although
these production centres received rebates and subsidies at the same
rates as institutions, (as mentioned in para 29, pages 88-90 of the
Report of the Khadi Evaluation Committee 1960), the Chairman,
Khadi & Village Industries Commission, stated that the cost of pro-
duction of khadi was higher than the cost of production of other
varities of cloth. If the total establishment charges of the staff
engaged in the production and sale activities were put on the Khadi
budget, the cost of production would increase very much making it
extremely difficult for the Khadi to be marketed. The Committee,
however, desired to be furnished with a statement showing the break-
up of the expenditure on production and sale of khadi for all the
units working under the Commission indicating scparately the amount
paid to the producer and the amount spent on other items but the
same is still awaited (February, 1963).

In this connection, the Committee would like to draw special
attention of the Commission to the following observations made in
para 4, Chapter 23 of the Khadi Evaluation Committee Report of 1960,
with with they are in general agreement:.—

“It is, therefore, a matter of primary importance that costs and
prices of Khadi should be materially reduced; and, at the
same time, wages and earnings of all, who make their
living from Khadi, materially increased. Khadi, there-
fore, has to be placed on a sound basis and assigned a
place of its own in our economy, owing to its intrinsic
merit, and in a position to realise the dual object of
simultaneous reduction of costs and prices and rise in
the level of wages. This, of course, means that increase
in productivity and reduction of costs has to be adequate
enough to provide the surplus needed for raising the level
of wages. The community can assume the continued
obligation of paying a part of the high cost, as we have
said, only if there is a reasonable prospect of this object
being realised in practice.”

The Commitice suggest that keeping in view the above cbserva-
tions, the question of reducing the cost of production of Khadi sad
its sale price should be carefully exami~-_ gnd necessary measures

| taloem te achieve this end. i
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Utilisation of loans and grants—pages 176-177, para 122.

64. During the period 1854-55 to 1957-58, a Saghan Kshetra Vikas
Samiti (Intensive Area Cultivation Committee) received Rs. 6-:57 lakhs
as loans and Rs. 5-30 lakhs as grants, for the implementation of certain
schemes. The internal auditors of the Commission, who audited the

_accounts of the Samiti, pointed out that the Samiti had diverted a
large portion of the funds to unauthorised objects. Nevertheless,
further loans and grants aggregating Rs. 3:09 lakhs and Rs. 1-66 lakhs
respectively were released to the Samiti during 1958-59 for the conti-
nuance of the schemes originally sanctioned. An investigation into
the affairs of the Samiti, undertaken in December 1960 by the Director
of Inspection of the Commission revealed a number of irregularities
e.g., loss of cash book and ledger, non-refund of amounts unutilised,
spending large sums on activities outside the scope of assistance,

irregular payments and borrowings, doubtful transactions, shortage
of Ambar sets, etc.

The Committee desired to know why was this Samiti patronised
and whether the functions of the Samiti came under the scope of the
Khadi Commission. The Chairman, Khadi & Village Industries
Commission informed the Committee that it was part of the intensive
area programme which was undertaken by the old Khadi & Village
Industries Board with the approval of the Planning Commission and
the Ministry of Commerce & Industry. The Samiti was expected to
see that all the development of the intensive area was integrated
with the development of the rural economy. This work was not to
be done by the Commission but through some institution or coopera-
tive sociely. In most of the places Saghan Kshetra Samitis were
started which were registered under the Societies Registration Act.
There were about 8 or 9 such intensive area centres and all the audit
objections related to a particular group of three units. The Committee
desired to know whether, in view of the Auditor's Report that the
funds were being diverted by the Samiti, the Commission took any
special steps to ensure that further loans and grants aggregating
Rs. 3.09 lukhs and Rs. 1.66 lakhs respectively would not be misused
by the Samiti. The Chairman, Khadi & Village Industries Commis-
sion stated that he would look into the matter,

To a question whether the Government permitted the Commis-
sion to undertake activities like pipe boring and tube wells, co-
operative farming, construction of buildings, etc., the Chairman,
Khadi and Villsge Industries Commission replied in the negative.
With regard to instance where certain officials of the Commission
had themselves Hen authorising peyments on behalf of the Samiti
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or had borrowed monies of the Samiti aggregating Rs. 5,524 for
private purposes, which had not been repaid till December, 1960, the
Chairman, Khadi and Village Industries Commission accepted the
position as correct and stated that before the findings of the Direc-
torate of Inspection were made known, most of the persons concern-
ed had left, but part of the amount had been realised.

During discussion it was also revealed that a secondhand jeep
purchased by the Samiti for Rs. 5684 and on which an expenditure
of about Rs. 2715 was incurred on repairs, was sold for Rs. 500 to
the Doctor-in-charge of the hospital at that centre.

Loans amounting to Rs, 10-06 lakhs were outstanding against the
Samiti on 1st April, 1961. Against this a sum of Rs. 2:33 lakhs were
overdue for repavment on that date, of which a sum of Rs. 1'33
lakhs had been refunded by 3ist March, 1962. The Chuairman,
Khadi and Village Industries Commission giving the latest position
stated that the amount had since heen reduced to Rs. 278 lakhs and
out of this a sum of Rs. 1'10 lakhs had been refunded before 31st
March, leaving a balance of Rs. 1'68 lakhs. It was further stated that
steps were being taken 'to recover the balance also,

The disclosures made in this case make a dismal reading. The
extent of irregularities indulged in by the office bearers of the Samiti
;and the malpractices that went on unchecked only confirm
that there has been a total failure on the part of the Commis.
'sion to safeguard the interests of the Public Exchequer. It is all the
imore unfortunate that inspite of the fact that the Sumiti had been
‘diverting funds for activities which could not be said to fall within
‘the scope of assistance given by the Commission, further loans and
grants aggregating more than 4} lakhs of rupees were given to the
‘Samiti for the continuance of the schemes originally sanctioned.
The Committee urge that a thorough investigation be started by the
Ministry of Commerce and Industry immediately in this case to as-
certain the responsibility of the officers of the Commission through
whose negligence public funds were improperly utilised. The
question of taking legal action against the ex-office hearers and staff
of the Samiti should also be considered: steps should be taken to re-
cover the unutilised grants and amounts spent on  unauthorised
objects and preventive action taken forthwith to stonp further waste
of funds through this Samiti.

Irreqularities in the dishursement of loans and grants-—pages 177.78,
parn 123

65. During the period March, 1954 tn June, 1957 Inans and grants
aggregating Re. 93817 and Rs. 91528 respectively were disbursed to
2 registered institution. Saghan Kshetra Yojana Samiti, Zariawadi,
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for the production of khadi and the development of village indus-.
tries. In July, 1957, the professional Auditors of the institution
commented adversely on the heavy losses and on the unsatisfactory
state of accounts in the institution.

Further grants aggregating Rs. 19,111 were disbursed to  this
institution during the period October 1957 to April 1958. The in-
ternal auditors of the Commission, who audited the accounts of the
institution in September 1958 reported that the state of accounts of
the institution was bad and that unspent balances to the extent of
about Rs. 72,000 had not been refunded by the institution. Instead
of obtaining refunds of these unspent balances, further loans and
grants aggregating Rs. 5,000 and Rs. 13.554 respectively were dis-
bursed during 1958-59 to 1960-61.

The institution was finally closed down in January. 1961. Final
audit of its accounts by the Commission’s internal auditors in
January, 1961 showed that there had been diversion nf funds to the
extent of about Rs 38600 and that. out of the loans and grants
amounting to Rs. 98817 and Rs. 124,191, sums of Rs. 52,178 and
Rs. 28.738 respectively were due for refund bv the institution. A
sum of Rs. 5000 had been recovered ‘i1l March. 1662.

The Committee desired to know as to why responsibility was not
being fixed on the officers responsible for the irregularities and
losses referred to in the audit para. Accepting tha® there was
inefficient working or negligence on the part of some officers. the
Chairman, Khadi and Village Industries Commissinn stated that
the® integritv could not, however. be questioned. With regard to
recovery of outstanding loans, it was stated that documen's relating
to some assets, as immovable property, etc. were taken over as
sureties before the loans were actually given but the societv went
into liquidation and the property had depreciated in value. It was
further stated that some changes in the Societies Registration Act
1860 to meet the present requirements were being suggested to
States at the instance of the Commission to enable the Registrars
to exercise better control over the maintenance and submission of
annual accounts and annual reports etc. by such institutions.

This is yet another case where financial assistance to another
Samiti continued to he given even after the receipt of adverse com-,
ments of auditors in 1957 and despite the comments of the Commis.’
sion's own internal auditors regarding the bad state of accounts.in:
1958. Such ‘negligence’ or ‘inefficiency’ on the part of officials
financial matters deserveg serious action. This case discloses am-
other instance of the failure of the Commission to verify the financial
position or standing of the parties before granting loans. They re-
commend that the Commission might evolve a procedure whereby
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fbetter safeguards fer the repayment of Joams are int:—__-=>. i the
present provisions in the Act and the Rules/Regulations are consider-
{ed to be inadequate.

Rajastharn Khadi and Village Industries Board, pages 178-179,
para. 125,

66. The Commission sanctioned loans amounting to Rs. 198:45
lakhs and grants amounting to Rs. 62'92 lakhs to the Rajasthan Khadi
-and Village Industries Board during the period 1955-56 to 1960-81.

Utilisation certificates amounting to Rs. 26:26 lakhs in respect of
loans and Rs. 26'25 lakhs for grants disbursed by the State Boards
upto 1959-60 to different institutions, had not been received by June
1961. Against these, Rs. 7'56 lakhs in respect of loans and Rs. 7-51
lakhs in respect of grants pertained to the years 1955-56 to 1957-58.

Against an amount of Rs. 17-06 lakhs due for repayment by the
-end of 1960-61 in respect of loans advanced upto the end of 1959-60,
a sum of Rs 892 lakhs only was repaid upto 15th May, 1961.

Monthly statement of accounts and the periodical progress re-
ports as prescribed by the Board were not furnished regularly by
several of the institutions.

It was noticed in local audit that in the centres run bty the State
Board from the funds made available by the Commission—

(i) purchases of wool worth about Rs. 9:31 lakhs had been
made during the three years ending 1959-60 on the basis
of negotiations without any written orders specifying
the quality and quantity of stores, rates, etc. Certi-
ficates of receipts of stores were also not on recosd;

(ii) a proper account of the cash memo and receipt books was
not maintained; .

(iii) cash books did not contain any certificate regarding
physical verification of cash balance at the end of the
manth; and

(iv) proper records to account for the receipt and utilisation
of raw material issued. and for the production and sale
of finished goods had not been maintained.

In reply to a question, the Chairman, Khadi and Village Indus-
tries Commission stated that the unsatisfactory position with regard
to furnishing of utilisation certificates was almost the same in
Rajasthan as in other States. In extenuation of the failure of the
Commission to have a proper supervision over these State Boards,
the Secretary, Ministry of Commerce and Industry stated that there
was no provision in the Statute, which governed these Boards, about
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allowing any kind of supervisory control of the Khadi and Village
Industriesi Commission over them. The Comptroller and Auditor
General, however, suggested that with a view to overcome this diff-
culty the Commission could make it a condition of the grant that
there would be a certain amount of audit by the Commission. The

witness stated that he would examine this proposal as also other
possible remedies.

The Committee undrerstand that some remedial measures have
since been taken in this case. They are however anxious to ensure
that preventive measures are taken in such cases so that such ir-
regularities do not recur. It is essential for this purpose, in the
opinion of the Committee, to have a better and stricter contrel by
the Commission over the activities of the State Boards. They trust
that the Ministry, in consultation with the Commission and the Com-

ptroller and Auditor General, would be able to evolve a suitable
procedure early to meet this end.

Exhibitions, pages 179-180, para. 126.

67. The Commission has been holding exhibitions annually at the
time of plenary sessions of the Indian National Congress. The

main points noticed in the local audit of the expenditure incurred
by the Commission are indicated below:—

1. Nagpur (1958-59).

A. Main Exrhibition Accounts—A sum of Rs. 3'0 lakhs was
granted to the Khadi Mandal, Nagpur for making arrangements.

(i) Although one of the specific conditions attached to the
grant was that articles of permanent nature, obtained
by the institution, which could be utilised in future ex-
hibitiong should be preserved and entered in a stock
register and that a list of such articles should be fur-
nished to the Cgmmission, no such register was main-
tained nor was any list sent to the Commission.

(if) Charges for services in connection with the construction
of sheds, water supply, sanitation and electric supply
were settled by lump sum payment of nearly Rs. 2
lakhs without an agreement specifving the item of work
to be done and the rates for each.

(iil) Against an expenditure of Rs 56.568 incurred on mess and
restaurants. the recoveries amounted to Rs. 15,307 only.

2086 (Aii) LS4
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B. Accounts of a joint stall—

(i) No cash book was maintained at a joint stall set up by
some of the trading units of the Commission. The cash
transactions amounted to about Rs. 1'75 lakhs. Out of

a thousand bill books, which were printed, 611 were not
accounted for.

(ii) Proper quantitative stock accounts were not maintained.

(iii) Although a period of about 3 years has elapsed since the
closure of the exhibition, the accounts have not been
finalised till December, 1961.

2. Bangalore (1959-60).

A sum of Rs. 3 lakhs was paid by the Commission as a grant and

a sum of Rs. 1 lakh as loans to the Mysore Khadi and Village In-
dustries Board:

(i) A sum of Rs. 25000 out of the loan of Rs. 1 lakh has
not vet been repaid (February 1962).

(i) Six bill books have been found missing. The State Board
have, however, promised to prepare a stock account and

to furnish proof of the entire receipts having been
credited.

(iii) No account of the stock purchased or disposed of, or of
the transzsport charges incurred had  been maintained.
The State Board have, however. arreed to  reconstruct
the accounts with reference to the original vouchers, to
authentica'e the entries and to draw up a statement of
deficiencies.

Nagpur

The Committee desired to know the facts of the case. Explaining
the po<ition, the Chairman, Khadi and Village Industries Commis-
sion stated that a list of articles consisting of 14 items iz, motor car,
cushions, vessels, furniture, water tanks, durries, tables ete. maintain-
ed bv the institutions had been submitted to the Commission. Theso
articles of permanent nature were not used for any other exhibition
because of change of places of exhibitions. With repard to charges
for services in connection with the construction of sheds elc, it was
stated that these ite~s had been entrusted to one of the Secretaries
of the Session of the Congress, and a bill for Rs. 185,000 prepared
by a bodv of engineers who supervised the construction etc. under
the Construction Committee was received from him. It was only
after certification by the body of engineers that the payment was
made.



m

When it was pointed out that such en bloc entrusting of work to
one person could have been justified only in an emergency and not
in the present case under consideration, the Chairman, Khadi and
Village Industries Commission agreed with the view. The Com-
ptroller and Auditor General of India brought to the notice of the
Committee that the Maharashtra Government who had decided to
g've Rs. 1 lakh to the Khadi Mandal, gave only Rs. 50.000 and can-
celled the rest conveving their displeasure about the irregular
manner in which th» Mandal had handled their grant.

In regard to recoveries of Rs. 15.207, against an expendi'ure of
Rs. 56,568, the witness stated that the bulk of the payment was in
respect of certain adivasi labourers who had to be recruited from
outside and brought to Nagpur. With regard to the audit objection
relating to the accounts of a joint stall, the Chairman, Khadi and
Village Industries Commission informed the Committee that the
accounts had been main‘ained but the manner in which thev were
kept did not satisfv the audit, and after reconciliation of the ac-
counts with the exhibition authorities. there was no outstanding

amnunt, It was further stated that the accounts had since been
finalised.

Regarding the missing bill books, the Member-Secretary. Khadi
and Village Industries Commission informed the Committee that they
were meant for that exhibition only and accounts relating to that
exhibition had been tallied and as such there was ro ousstion of
misuse of the missing hill books. Tv a quest’on, the Chairman, Khadi
and Village Industries Commission replied that tha Khadi Mandal,
Nagpur was a reristerad bodv and it was one of the oldest institutions
engaged in Khadi work.

The Commit{ee are sorry to learn of the irregularities disclosed.
In dealing with the Khadi Mandal, it is not understood why action
similar to the one taken by the Maharashtra Governwent in giving
assistance was not taken by the Commission also. The best course
in such cases would be in their opinion to give grants in instalments
so that till the accounts were satisfactorily rendered. the final in-
stalment would not be paid.

The unusua! procedure adopted in entrusting construction and;
other work en bloc without a proper agreement and ignoring  the |
quotations already received is also ohjectionable, as such action runs;
counter to well-known financial principles. The Committee desire
the Commbssion to take serious notice of such disregard of financlal,
rulos and ensure that such cases do not recur. }



.
Banglore

68. To a question whether the sum of Rs. 25,000 outstanding re-
payment could not be recovered from further grants being paid to
the Mysore Khadi and Village Industries Board, the Member-
Secretary, Khadi and Village Industries Commission informed the
Committee that actually that Board had asked for a grant of Rs. 4
lakhs but it was decided by the Commission that a grant of Rs. 3
lakhs and.a loan of Rs. 1 lakh might be given. The Board, how-
ever, insisted that the whole amount should be treated as a grant.
The Commission was trving to recover the balance of Rs. 25,000 from
the Board but if it could not be recovered, it might have to be
treated as a grant. It was further brought to the notice of the Com-
mittee that office-bearers who were in charge were no longer there
and their successors did not want to accept responsitility.

With regard to the missing bill books and non-maintenance of
accounts of stock purchased or disposed of etc., it wa< stated that the
‘bill books had since been accounted for and the rclevant accounts
relating to stocks had since been reconstructed.

The Committee are unhappy to note that the Commission have
not been able to make much headway in recovering the balance of
the loan. As already suggested earlier, they feel that failure to
utilise loans and grants for purposes for which these are granted and
to render proper accounts, etc., should he treated as serious lapses
and the question of black-listing such organisations should be con-
sidered.

In view of the irregularities disclosed in these cases of exhibi-
tions the Committee desire that a review should he made of the
procedure followed in organising cuch exhibitions and riving fingn-ial
‘a«w:mre therefor. ¥t should also be seen whether the zrant of
finan-ial assistance by the Commission for holding such exhibitions
has in any way resulted in stepping up the sale of the products or
‘n making them popular. If the amounts spent are not commen-
<urate with the results achieved, the question of discontinusnce of
‘he practice of giving loans ‘grants to such exhibitions should be
 seriously considered.

89, The unsatisfactory working of the Khadi and Village In-
dustries Commission had heen adverselv commented upon by the
Public Accounts Committee in paras. 1540 of their 34th Report
(196061) and in paras. 21—27 of their 42nd Reporl (1961.82).

The Committee are unhappy to note that the facts hrought to Hight
!in the course of thiy year's examination of the scconnts, including
ilbe transactions of loans ‘grants, etc., dealt with by the Commission
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show that despite earlier recommendations, the position secms
to have deteriorated further. Despite specific provisions in the Loan
Rules of the Commission, the Committee regret to observe that the
loans were given without duly verifying the standing and capacity
of the recipients. The Commission has persistently failed to exercise
checks over the manner in which the money given by them was
spent, and to obtain necessary utilisation certificates or to get re-
funded the amounts not utilised. All this leads the Committee to
the conclusion that these aspects of the working of the Commission
need a special looking into, so that proper action may be taken
against defaulters. It is also necessary to comsider to what extent

the various activities of the Commission which have not proved|
fruitful need curtailment.

MINISTRY OF COMMERCE AND INDUSTRY

TEA BOARD
General—pages 180-181, para 127.

70. Under the Tea Act, 1953, the proceeds of the cess on all teas
"exported or taken outside India are credited to the Consolidated
Fund of India. The Act provides that Government mzv, from time
to time, pay to the Tea Board from and out of such proceeds such
sums of money as it may think fit after deducting th> expenses on
collection. The amounts originally provided in the Budget Estimates
for payment to the Tea Board and the amounts actually paid during
the five years ending 1960-61 are given below:

¢ (In Lakhs of rupees)

nt orig e n i
v RO N
198547 113 108
19478 1318 94
1958-59 153 114
1959~-%0 139 4
196061 130 és

These figures indicate that there has been considerable over
budgeting from year to vear. In this connection, thr Commitles
were informed that the savings during the vear 1360-81 were due !n
(a) revision on the basis of contribution to the three Tea Councils
abroad (Rs. 20 lakhs): (b) saving under *“Tea Promotion in India”
by adoption of certain measures (Rs. 15 lakhs): (c) slow progress
of certain development schemes (Rs. 12 lakhs) and (d) pnstponement
of certain research schemes (Rs. 8 lakhs).
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In evidence, the Special Secretary, Ministry of Commerce and
Industry, while admitting that large amounts were over-budgeted,
urged in extenuation that there were more than half a dozen items
in respect of which from year to year, the anticipated expenditure
could not be incurred for some reasons or the other. With regard
to the basis for the revision of formula for contribution to the three
Tea Councils viz.,, (i) the United States Tea Council; (ii) the Tea
Council of Canada; and (iii) the West German Tea Council, the
Chairman. Tea Board, informed the Committee that i* was consider-
ed that instead of having a uniform basis, the contribution should be
on the basis of actual exports made to those countries in proportion *o
the total volume of imports into those countries. This revision of
the formula resulted in the savings under this item.

In regard to sa%ings of Rs. 15 lakhs under “Tea Promotion in
India” and internal publicity, the Special Secretary stated that this
saving occurred against the broad background of  Government's
anxiety not to spend too much money on internal propaganda be-
cause thev would like to have larger surpluses {or export.

Whatever be the rensons for the shortfalls, the Commitice are not
happv about the persistent shortfalls agninst the budgetary provi-
sions year after vear, as they are clearly indicative of a tendency to
provide for larger funds than what could be usefully spent. The
Committee frel that the grants made to the Tea Board should have
heen limited to their capacity to spend. The Committee suggest
that the Ministry should restrict the allotment of funds to the Tea
'Board in the light of past performances, specinlly in view of the
nresent emergency.

71. The amounts shown above as finally paid to the Beard were
. 'lised by them broadly as under:

1= fakha of mirees)

Year Admi. Procagayis Canital Tea latour M. Cahin

nistra- I+ India Abroad cxoen.  Stats locewi. Welo eellan. hgmd

tion diture A ing farr ety
195687 ?.10 21 44 4800 1.34 tAE 404 4 3 0. 27 40 A3
19¢7.¢8 B.92 26,79 €328 1.9 301 44° 636 1 81 3R 3
197R-4g 9.%% 12,21 43 26 601 2090 444 G5 111 87T Q0
1999-50 9,27 24.01  4%.7) 4,10 198 47 742 298 43
195041 3

.72 18.2) W1 3.6 3,12 410 500 6,47 40.08

In regard to the amounts spent on propagsnda In India, while
noting that the figures have been progrewsively reduced, the Com-
mittee are of the view that the figures are still on the high side.
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With regard to expenditure amounting to Rs, 18-23 lakhs incur-
red in 1960-81 on propaganda in India, the Chairman, Tea Board
stated that out of this amount a sum of Rs. 4 lakhs had been spent
on cars, press publicity, special publicity, etc. and the rest on ad-
ministration i.e., tea centres, including rent, as well as contingent
expenditure and staff etc. He further stated that as much as possi-
ble, the staff was being diverted for external publicity. The Com-
mittee are unable to. appreciate the reason why the Government
while they desire to have more and more quantities of tea for ex-
port to foreign countries should spend heavy amounts for propagat-
ing consumption of tea internally which is already heing done hy
the private trade themselves.. Nor do they see any justification for
spending any sums of moneys (about Rs. 14 lakhs) on staff and
establichment for internal propagation which could he much better
utilised for propagating the promotion of tea sales ahroad. which is
stated to be the avowed policy of Government and which is now so

essential in view of the heavy drop in the export of tea during 1961
as compared to the vear 1956.

In respect of the propaganda for tea promotion ahroad, the Com.
mittee feel that the present policy needs reorientation. In their
opinion, propaganda work should he concentrated more in those
countries where consumption of tea was anpreciably less, while some
work should continue in the countries where the rate of tea con-|
sumption was quite hich in order to ensure that there was no fall
in the level of consumption.

72, When the Committee desired to know why the cash balance
with the Tea Board had been so heavy from vear to yvear, the witness
stated that the main reason for such heavy balances was that the
grants were made twice a vear and the erant made in February-
March, could not be spent by the end of March as it was meant for
the next six months The Tea Board was now investing surplus
cash balances in excess of Rs. 10 lakhs in interest bearing deposits
with the State Bank of India

The Commitice do not consider it proper that money should be
taken out of the Consolidated Fund and placed at the disposal of the
sutonomous bodies to be indested in 5 Bank in their accounts, and
particularly when there have been heavy cash balances year sfter
year as has been the cas)l with the Tea Board. Moreover, itis mg?
ta principle to allot and advance funds to autonomons hodies whm-‘
ever they may be much in excess of their requirements. The Com-
mittee sugygest that steps should be taken to keep the cash hlmces%
to a minimum figure.



The Committee also suggest that a system of personal ledger
account might be introduced in such cases to enable the autonomous
bodies concerned to draw the money as and when needed. This
system may be introduced straightaway in the case of Tea Board.

Development of Tea Growing Areas

73. When the question regarding the saving of Rs. 12 lakhs on
account of slow progress of certain developmental schemers came up
for discussion, the tea problem of Kangra Valley was raised. The
Committee were informed by the Chairman, Tea Board, that there
were certain uneconomic areas like Cachar and Tripura where there
was chronic failure of crop and in order to keep up the economic
cost, schemes of giving fertilizers and offering them transport sub-
sidy had been sanctioned. With regard to Kangra Valley, the
Punjab Government were distributing fertilizers at a chcaper rate.

The Committee were informed that green tea was grown in the
Kangra Valley and in Dehra Dun and that price of green tea was
much higher than the price of black tea. The representative of the
Ministry conceded that not much had been done by the Tea Board for
development schemes for these arcas. The Committee are, there.
fore, unable to find any justification for such large saving on de-
velopment schemes (to the tune of Rs. 12 lakhs) on the one hand
and on the other the failure to improve the production of green tea
iwhich has a good export market. They trust that proper attention
to this aspect would be given in future.

Infructuous erpenditure—nage 181, para 128,

74. The Board hired accommodation in Cairo with effect from
the 1st February. 1959 at a monthly rental of £(E) 378 (Rs. 5.040)
plus municipal taxes, in connection with the setting up of an office-
cum-tea centre in Egvpt. The Tea Adviser-designate, however,
joined his post at Cairo about seven months later on the 10th
September, 1959. The decoration and furnishing, and other pre-
liminaries took another vear and eight months thereafter and the
Tea Centre was formally inaugurated on the 14th May, 1061

The Ministry explained that the formalities connected with the
selection of the officer and the terms and conditions of the appoint.
ment took some time after the premises had been rented in February,
1959, that the officer had to undergo a preliminary training in tea
tasting, hlending, etc. and that the work of decnration and furnish-
ing was taken up after the officer had reached Cairo (September,
1959).

The hire charges for the accommodation amounted to Rs. 60000
per year and the expenditure on the pay and allowances of the
Tea Adviser and his establishment after September, 1939, amounted
to Rs. 44,000 per year.
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In evidence, the Special Secretary, Ministry of Commerce and
Industry accepting that this delay was most unfortunate, stated
that appointment of an officer and renting of premises simultaneous-
ly was actually not possible. The normal procedure was that a
decision to establish a centre was taken first and appointment of an
officer followed later. Sometimes, it so happened that an opportunity
for securing premises could not be missed in order to avoid diffi-
culties that might otherwise arise. In the present case, the build-
ing was to be used as a Tea Centre and for that the Architects had
to be consulted, quotations had to be invited, etc. The witness,
however, added that the delay that took place subsequent to  the
appointment of the officer could have been avoided by delegating
more authority to the Ambassador there.

Regarding the question of loss referred to in the Audit para and
fixing responsibility in the matter, the witness stated that it was
difficult to pin down responsibility on any single officer as it was
an unfortunate combination of circumstances that led to this loss.

The Committee feel unhappy over the inordinate delay and the
resultant Joss (about Rs. 2 lakhs) that had occurred in this case. In
their opinion, with a better planning and coerdination with the!
Indian Embassy in Egvpt and a sense of urgency, the Tea Centrei
could have started functioning much earlier. Moreover, in the;
absence of the Tea Adviser designate, the Centre could have been‘
started under the guidance of someone else with some knowledge of;

catering, otc. during the interim period. They hope that such cases!

will not recur. %

Irregularities in a comtract for the supply and installation of lifts—
page 182, parg 129.

75. The Board, with the approval of the Ministry of Commerce
and Industry, placed a contract on the 29th June, 1959 for Rs. 3-87
lakhs on a firm for the supply and installation of imported lifts in
their new building in Calcutta. A lower offer of Rs. 3'57 lakhs from
another firm using mostly indigenous components and involving a
saving of foreign exchange of Rs. 1'96 lakhs was ignored on the ad-
vice of the Board's Architects on the ground that the firm whose
offer was proposed to be accepiad was excellent both in respect of
the execution o the contract as well as from the maintenance point
of view. The Ministry of Finance. who were approached for the re-
lease of foreign exchange on the 26th November, 1959 after the con-
tract had been finalised, held that the rejectinn of the lower offer
was unjustified and gave their concurrence under protest with the
observation that there had been a failure to devote proper attention
to the necessity of conserving foreign exchange.



Explaining the reasons for rejecting the lower offer and thereby
incurring a loss of foreign exchange and an extra expenditure of
Rs. 30,000, the Chairman, Tea Board stated that there was an ad hoe
technical building committee with which the consulting cngineer of
the West Bengal Government was also associated, and this Com-
‘mittee examined in detail the merits of various tenders and selected
the GEC, as the tender was according to the specifications, besides
the past performance of the company. This decision was ratifled
by the Tea Board and the matter was referred to the Government of
India who in turn consulted the CP.W.D, and they also endorsed
the recommendation of the Tea Board. With regard to the obtain-
ing of prior consent of the Ministry of Finance for the release of
foreign exchange, it was stated that before the finalisation of the
contract it was not feasible to do so. ‘

' The Committee are not convinced of the reasons justifying the
rejection of the lower offer. They are unhappy to note that in these
;days of foreign exchange difficulties, the Tea Bonrd failed to realise
.the utmost need to conserve foreign exchange, and in the process in-
:curred an additional expenditure of Rs. 30,000 which could have
ibeen easily avoided. They hope that the Ministry of Commerce &
!Industry would issue strict instructions in the matter to all concern-
led so that such cases do not recur.

Delay in the publication of the Annual Report of the Tea Board.

76. Mention was made, incidentallv. of the delay in the publica-
tion of the Annual Report of the Tea Board. in the course of the
evidence. The Committee desired to know whyv the Annual Report
for the vear 1957-58 was published late, in 1950 It was admitted that
there had been some delav in this regard but the witness assured
the Committee that the annual reports would be brought uptodate.

The Committee understand that the Annual Reports of the Tea
Board for the years upto 1960-81 have since bern published. They
-desire that a provision be made in the Rules fixing a time-lmit
| within which the Annus! Administration Reports of the Tea Board
should be published so that the Infext position «howing the correct
picture of the Board is available. Similar providon should be made
in the case of other sutonomous bodies alss, wherever it does not

gex:m already.

MINISTRY OF MINES & FUEL
COAL BOARD

Arrears in recovery of cess—page 183, para 131.
77. The excise duty on coal, levied under section 8 of the Coal
Mines (Conservation snd Safety) Act, 1952, in the case of despatches
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by means other chan rail, is required to be remitted by the collieries
to Government on or before the last day of the month following the
month for which the payment is due.

It had been noticed that a sum of about Rs. 3-95 lakhs, represent-
ing the duty in respect of coal and coke despatched by means other
than rail during the period 1954-55 to 1960-61, was awaiting recovery
from different collieries as in April, 1962. Out of this, sums total-
. ling Rs. 76,483 had been outstanding for 3 to 7 years. Government

have stated that the Coal Board had been advised on 9th Novem-
ber, 1961 to pursue the matter vigorously for the recovery of the

unpaid cess through the respective State Governments as arrears of
land revenue,

With effect from 24th July, 1961, the Coal Controller had intro-
duced a coupon system requiring prepayment of excise duty.

During the course of evidence, the Committee desired to know
the reasons for delay in realisation of cess in respect of despatches
by means other than rail, resulting in heavy accumulation of arrears,
The Secretary, Ministry of Mines & Fuel ascribed it iainly to
“lethargy” on the part of both the collieries and the collecting staff.
In some cases, the delay was also occasioned bv disnutes regarding

transfer of proprietary rights in collieries; but the number of such
cases was not large.

As regards the measures taken for the expeditious recovery of
arrears, the Secretary, Ministrv of Mines & Fuel stated that pur-
suant to the suggestion of the Ministry, the State Governments had
issuel instructions to Collectors to recover these dues, as arrears
of land revenue. This had, however. not resulted in any satisfactory
improvement in the position. The Committee desired to know the
reaction of the Ministry to a suggestion not to issue furthor permits
for despatch of coal to defaulting collieries unless thevy had paid
up the dues. The Secretary of the Ministry agreed that this could
be done and might help in expeditious recovery of outstandings.

The Committee regret to observe that due to ‘lethargy’ on the
part of both the collicries and the cess collecting stafl, heavy arvears
of cess had accumulated in respect of despatches by means other
than rail. They also observe that instructions issucd by State Gov.
ernments to Collectors to recover the dues, as arrears of land reve-
aue, had not brought any satisfactory improvement in the pesition.
The Committee, therefore, desive the Ministry of Mincs & Fuel
examine the foasibility of directing the Coal Contreller not to
further permits to delsulting collieries for despatch of coal
they have paid up the cess arrears. The Committee hope that
fhe introduction of the coupen system, arrears would net accum
tw future.

1k
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MINISTRY OF FOOD & AGRICULTURE
INDIAN CENTRAL ARECANUT COMMITTEE

Indian Central Arecanut Committee—Import of Arecanuts—page 184,
para. 133.

78. During the local audit of the accounts of the Indian Central
Arecanut Committee, Kozhikode in November-December 1960 it
was noticed that 4-5 lakhs maunds of arecanuts were imported
annually at a cost varying from Rs. 113 to Rs. 116 per maund inclu-
sive of customs duty, freightand other incidental expenses. The
market price of arecanut at different centres in India, however,
varied rom Rs. 185 to Rs. 195 per maund and it thus became possi-
ble for the importers to make a profit of the order of Rs. 3 to 4
crores a year, in all. The Resolution of Government of India cons-
tituting the Arecanut Committee in May 1949 (Vide Appendix II)
provided for the import of arecanut by the Committee, but this had
not been implemented. A suggestion was, therefore, made by Audit
to the Arecanut Committee in January 1961 that the import of are-
canut might be arranged by the Committee or through an institu-
tion like the State Trading Corporation of India in order to avoid
the accrual of an undue increase of profits to importers.

The Ministry stated (in January 1962) that the question of
import of arecanut by the Committee had been considered and that
it was decided that the Committee should not handle imports of this
commodity. If the work was to be entrusted to a Government
agency, the State Trading Corporation would, in their opinion, be
the appropriate organisation for it and a decision had accordingly
been taken to make some import allocations of betel-nuts and other
spices to that Corporation. '

At the outset the Special Secretary, Ministry of Food and Apgr-
culture (Department of Agriculture),informed the Committee that
the functions of the Arecanut Compnittee were to assist the Govern-
ment in improving and developing the production and marketing of
arecanuts and to recommend maximum and minimum prices to be
fixed, as also to control the purchase and distribution of imported
arecanuts. BRI

To a question as to why the import of this profitable commodity
was not entrusted to the State Trading Corporation if the Indian
Central Arecanut Committee did not do it, the witness stated that
the State Trading Corporation had been given import allocation. A
ceiling of Rs. 8 lakhs for each of the licensing periods April to
Sentember 1961, October 1961 to March 1962 and April to September,
1962 had been allocated to the State Trading Corporation. In view
of the huge margin of profit in this business the Committee desired
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to know as to why such a small quantity was assigned to the State
‘Trading Corporation. The witness stated that the Ministry of Food
& Agriculture (Department of Agriculture) had recommended to the

Ministry of Commerce & Industry that the whole of the import
should be made through the State Trading Corporation,

In a note furnished at the instance of the Committee, the Minis-
try of Commerce and Industry have stated that “the import of
arecanuts was entrusted to the State Trading Corporation to'a very
large extent and out of a total ceiling of Rs. 1455 lakhs allocated
for import of arecanuts, the State Trading Corporation was granted
import licences in the licensing period April—September, 1961 for
Rs. 805 lakhs and the normal trade for Rs. 65 lakhs. These alloca-
tions were continued in the subsequent licensing periods. However,
in the current licensing period October 1962—March 1963 a cut of 50
per cent. has been made in the established importers licences. An
ad hoc cut has also been proposed for actual users licences”,

While the Committee are glad to learn that the major portion of
the import of arecanut has now been entrusted to the State Trading
Corporation, they feel that this action should have been initiated
much earlier when unduly heavy margin of profit was going into the
hands of private importers. In fact, as stated in the Andit para the
resolution of the Government of India constituting the Arecanut
Committee in May 1949 hid already authorised that Committee to
handle the import of arecanut themselves.

In regard to a question as to what action had been taken to see
that the consumers got arecanuts at a reasonable price, the Secretary
of the Ministry stated that the Arecanut Committee had no statutory
power to fix the prices but they could only recommend the maxi-
mum and minimum prices to be fixed for arecanut; control purchase
and distribution of imported arecanut and adopt such other mea-
sures or perform such other duties as might be required by the Gov-
ermment of India but the Arecanut Committee was not equipped to
perform all these functions. If at any time Governmen: desired that
these functions should be carried out by Arecanut Committee, then
they would have to equip themselves with the necessary staff, dis-
tribution agents, machinery for control etc.

It was stated frirther that the Arecanut Committee had not re.
commended the maximum and the minimum prices of arecanut

With the taking over of a major portion of the import of arecanat
by the State Trading Corporation, the Committee hope that the
market price in India will come down. They would desire the Indian
Central Arecanut Committee to recommend the maximum and the
minimum prices for this commodity in consultation with the State

Trading Corporation. -
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The Committee would also like to invite attontion to para 2(13)
of the Resolution of the Government of India dated the 21st May
1949, which laid down certain functions of the Indian Central Are-
canut Committee. The Ministry should review the position in order
to see what duties are required to be performed by the Arecanut

Commiitee to be of real benefit to the actual consumers of arecanut
in this country. ’
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. GENERAL

79. The Committee in the course of their examination of the work--
ing of the various public undertakings had noticed that the Annual
Reports of some of these undertakings were lavishly produced, with
high quality paper, coloured charts and graphs and photographs.
In view of the great need for economy in the present emergency se
as to strengthen the sinews of defence, the Committee feel that large
amounts could be saved if the Annual Reports of all Public Under-
takings were produced in the simple manncr of the Annual Reports
of the various Ministries of the Government of India. The Com-

mittee trust that Government will issue necessary instructions to all
concerned in this matter.

80. The Committee also came across a case where a lower offer
for installation of lifts using mostly indigenous components and
involving a saving of foreign exchange of Rs. 1.96 lakhs was ignored®
and an additional expenditure of Rs. 30,000 was incurred. In
another case, while order was placed for indigenously produced
material, the indigenous producer himself had to import raw-mate-
rial which accounted for the major portion of his own cost, thus
defeating the very purpose of placing orders for indigenous material.
‘The Committee would therefore like Government to impress upon
'the Ministries /Undertakings the imperative need for conserving
foreign exchange in all possible wave in the present juncture, so
that it might be utilised more fruitfully for the more pressing needs
!ol the country.

B1. The Committec observed that in one case. thr exnendture
on administration and establishment was dispronortionate!v higher
when compared to the total expenditure of the Undertaking. They
'desire that efforts should be made to reduce the exnenditure on ad-
ministration and establishment in the Public Undertakings to the
extent possible without in any way impairing the cfficiency.

New Drw, MAHAVIR TYAGY,
The February 20th, 1963 Chairmon,
Phalguna 1, 1884 (Saka). Public Accounts Committee



APPENDIX I
{See para. 2 of Report)
AUDIT OF THE ACCOUNTS OF GOVERNMENT COMPANIES

The legal provisions regarding the audit of accounts of Govern-
ment Companies are stated in the Companies Act. Briefly it provi-
des that the auditor of the company shall be appointed on the advice
of the Comptroller and Auditor General. The latter has authority
%o issue directions to the auditor in regard to the manner in which
the company'’s accounts shall be audited and to give such auditors
instructions in regard to the performance of his functions. A copy
of the report of the auditor has to be submitted to the Comptrolller
and Auditor General who has the right to comment upon or supple-
ment the report. Forthis purpose, he has to review the work of the
professional auditors by applving a broad check of the Balance Sheet,
Profits & Loss Account etc. This is done under Section 619(4) of
the Companijes Act. In order to ensure that the professional au-
«ditors perform their functions adequately and their audit throws
up useful data and information for a better appreciation of the
financial working of the concerns, directions can be issued to them
under Section 619(3) (a) of the Companies Act. In addition, the
Comptroller and Auditor General has authority under Section
619 (3) (b) of the Companies Act to conduct a supplementary or test
audit of the accounts of these concerns. This audit does not in-
volve redoing the work of the professional auditors but is eficiency-
cum-propriety audit. :

2. Until latelv, the manner in which the provisions of the law
relating to the Companies were implemented was as follows:—

(i) As regards the appointment of Auditors, the praclice was
for the Companies themselves to recommend either 8
name or a panel of names to Government. The latter
then sent their recommendations to  the Comptroller
and Auditor General for acceptance. In other words,
the Comptroller and Auditor General's funclion was
limited to an approval of the proposal made by Gov-
ernment with or without the recommendation of the
Company itself.

(ii) No directions had been issued to these "Auditors in
pursuance of Section 619(3) (a) of the Companies Act
relating to the performance of their functions as Audi-
tors.

90
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'(iH) The review of the reports of the Auditors under Section
619(4) of the Companies Act used to be done in each
and every case.

(iv) Separate audit parties, resident or otherwise, used to do
an efficiency-cum-propriety audit in addition to the Sta-
tutory audit conducted by the professional Auditors,

3. Certain changes have been recently made in the various proce-
dures outlined above and these are indicated below:—

(i) As regards the appointment of Auditors. Section 619(2)
of the Companies Act requires that the Auditor of a Gov-
ernment Company shall be appointed or re-appointed by
the Central Government on the advice of the Comptrol-
ler & Auditor General. It was felt that the practice
followed till lately goes directly against the spirit and
letter of this provision; the intention obviously is that
the matter of selection of Auditors neither the Com-
panies, whose accounts are audited nor Government
should have a direct say. The Companies themselves
are interested in having favourable reports and the fact
that an Auditor knows that his appointment or re-
appointment depends, to some extent, on the wishes of
the Company itself, is likely to affect his independence.
It is also important that the Comptroller and Auditor-
General himself should give his advice unaffected by
the views of the Company or the Government. It has
therefore been laid down that, in future, Government
will ask for the advice of the Comptroller and Auditor
General for the appointment of an Auditor sufficiently
in advance. No name or names of Auditors are tc be
recommended and if any recommendation of the Com-
pany concerned has been received, such recommenda-
tion is also not to be forwarded. For purposes of selec-
tion of Auditors, the Comptroller and Auditor General
has framed a panel based generally on the qualified staff
available to each of these Auditors’ firms and the work
load ot present with them. This panel will be review-
ed periodically to see if any of the firms is to be deleted
from the panel on the basis of their performance and
new names included. In future, sglections will be made
from among this panel without reference to the wishes
of the Company or of Government.

(1) As stated above, no directions had so far been issued in
~ pursuance of Section 619(3) (a) of the Companies Act.

2008 (Aii) L.S.—7.
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One of the reasons was that most of the Companies were
In stages of construction and it is only recently that
most of them have established production. The normal
certificate of professional Auditors as given under
Section 227 of the Companies Act, relates only to the
correctness of the balance sheet and the profit and loss
account. Whatever the utility of such certificate in the
case of private Companies, the Comptroller and Auditor
General considers that so far as Government Companies
are concerned, it is impossible to form a judgement of
the efficiency of these Government Companies only
from the balance sheet and the profit and loss account.
The Capital structure, the pricing policy, production
standards, labour relations, etc. of Government Com-
panies differ materially from those of their counterparts
in the Private Sector. Quite often concessions are
given to these Companies in the form of interest free
loans which an ordinary commercial concern is not in a
position to get. Unlike private Companies the maximi-
sation of profits is neither the primary motive nor is the
only index of success of Government Companies. Deal-
ing largely as they do with commodities of public utility
such as Penicillin, D.D.T., Telephone equipment etc. or
with the basic industrial products such as Steel, Elec-
trical equipment etc., the maximisation of profits can-
not obviously be the over-riding motive in operating
them.

I, then, the balance-sheet and the profit and loss account are
not a true measure of their success, there must be other
ways of satisfying Parliament that they are being run
efficiently. It is necessary, therefore, to prescribe some
tests by which it may be possible to have a more correct
appreciation of their financial working. Partly, some
idea can be obtained from the efliciency-cum-pro-
priety audit conducted by the Comptroller and Auditor
General. This, however, is only a test audit and is not
comprehensive. The Comptroller & Auditor General
has therefore now issued directions to all professional
Auditors that they must answer queries in particular
matters which will give an indication of their efficient
working. A copy of the directions so issued is enclosed.
(Annexure).

There is no doubt that the professional Auditors will claim
some extra fee for the additional work involved. It s
considered, however, that in the interest of Parliamen-



tary control such extra fee is more than justified. In
fact Government welcomed the step taken by the Comp-
troller & Auditor General.

(41) As regards the review of the balance-sheet and profit and
loss account as certified by the professional Auditors,
experience has shown that no great purpose is served
by a mere review of these accounts as such. In order
that the staff available to the Comptroller & Auditor
General may be deployed on more useful work as stated
in the subsequent paragraph, it has therefore been de-
cided that such review can be conducted annually only
in the case of Companies with a paid-up capital of
Rs. five crores and above and companies in the process
of construction or operating for one or two years after
cnstruction. In the case of smaller Companies this will
be done periodically, say once in three years.

(iv) As regards efficiency-cum-propriety audit, this is outside
the normal functions of professional Auditors and the
Comptroller & Auditor General attaches the greatest
importance to this. He considers that the existing staff
available to him is not adequate for the purpose and
that he must not only strengthen it but relieve it from
such work as is not essential for the purpose. With this
aim in view, he has reduced the extent of review con-
ducted under Section 619(4) of the Act and also up-
graded some of the posts in this Organisation. It is
hoped that in course of time it may be possible to have
adequate staff to deal with the work in those Statutory
Corporations and Companies on which Government have
invested very nearly Rs. 1,000 crores uptodate.

4. As regards reporting to Parliament on the operations of Gow.
-ernment Commercial Undertakings, the practice so far is for the
Comptroller & Auditor General to comment on the technical aspect
of the balance-sheet and the profit and loss account as certified by
the professional Auditors, and the conventional Audit Reports con-
tained only points of interest arising from the efficiency-cum-pro-
priety audit conducted by him. It is considered that in view of the
great importance attached by Parliament to the working of Gov-
ermmment Commercial Undertakings, the Comptroller & Auditor
‘Genera) should issue a more comprehensive annual report on these
Undertakings He has decided that such annual review should
broadly take the following form:—

(a) The overall review of the fnancial working of the Under-
takings run as Government Companies.
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(b) A broad summary of the results obtained by professional

Auditors in pursuance of the directions given to them as
referred to in para 3(ii) above.

(c) A detailed review of the working of some of these Under- -
takings from their very inception. Each year as many
Companies will be selected for such review ag the limi-
tations of staff permit and the endeavour will be to see
that each important Undertaking comes within the
scope of review at least once in five years.

(d) Points that emerge from the efficiency-cum-propriety audit
conducted by the Comptroller & Auditor General.

(5) It may be worthwhile to examine the practice that is
followed in this matter in some other countries. In U.S.A. there is
no institution of Government Companies as we have in our coun-
try but the Government Corporations in the industrial and commer-
cial field have started operation in that country from the thirties of
this century. Gradually, legislative control over these Corporations
increased resulting in the enactment of the Government Corpora-
sion Control Act of 1945. Under this Act, the Corporations were
divided into wholly owned Government Corporations and mixed
ownership Government Corporations. The former has to  submit
their annual budget to the Burecau of Budget and the budget pro-
grammes as modified by the President are included in the budget
estimates presented to the Congress for provision for funds or other
financial resources. The Act made the Comptroller General of
U.S.A, responsible for the audit of these Corporations in accordance
. with the principles and procedure applicable to Commercial Cor-
poration transactions and under such rules and regulations as may
be prescribed by the Comptroller General. In the case of mixed
ownership Corporation, the approval of budgets was dispensed with
but the audit by the Comptroller General was retained.

8. In U.K. there are no Government Companies, but there are
Public Corporations established by Acts of Parliament or by Charter.
When coal and transport were nationalised, Public Corporations
were set up. The Public Corporations obtain their funds by the
issue of interest bearing stock having Treasury Guarantee, advan-
ces from the Treasury and Treasury Grants. The audit of their
accounts in the majority of cases is not conducted by the Comp-
troller and Auditor General of UK. Where a Public Corporation
is wholly or mainly dependent on money voted by Parliament as
in the’cases of New Towns Development Corporation or the Atlomic
Energy Authority, the Comptroller and Auditor General is usually
given the power either to audit or to examine and certify the
sccounts. The Public Accounts Committee can po doubt examine-



all financial reports, including those of the Public Corporations,
‘which are placed before the House. The Public Accounts Com-
mittee in UK, have examined the accounts of some of the Nationa-
lised Industries, The professional Auditors appointed by Govern-
ment are summoned by the Committee but their work does not ex-
tend to anything in the nature of an efficiency-cum-propriety audit
or even to reporting upon extravagant expenditure. Such an exa-
mination was hardly satisfactory. The reason for this is obvious

:and has been succinctly stated in Bradshaw's ‘Parliament and the
Nationalised Industries’ as follows: —

"It is certain that without the detailed examination of the
Departmental Accounts conducted by the Comptroller
and Auditor General and the continuous assistance
that he gives the Committee during their scrutiny of
the accounts, the achievement of the Committee would
be less effective than at present. ..... But it is pre-
cisely this detailed examination and this continuous
assistance which are effectively denied to the Com-

mittee when the accounts of the Nationalised Industries
are considered.”

7. To remedy this lacunae in the matter of Parliamentary control
a special Standing Committee of Parliament has been appointed to
go into the reports of the Public Corporations dealing with Nationa-
lised Industries. It was hoped that the members of the Com-
mittee would be able to give intensive study to the problem, inter-
rogate witnesses and investigate papers. This Committee have
produced a few reports but here also the results are far from
satisfactory. And the reason is not far to seek. Without a detail-
ed examination of the accounts by an expert agency like the Comp-
troller and Auditor General and his assistance in the matter of exa-
mination and investigation, the Committee are unable to concen-
trate atlention on matters where such concentration and probing
sre needed. The Select Committee of Parliament which recom-
mended the setting up of the Special Standing Committee for exa-
ménation of the reports of Nationalised Industries specifically re-
commended that “The staff of the Committee should include an
officer of the status of the Comptroller and Auditor General who
should be an officer of the House of Commons with high adminis-
trative experience”. The House while accepting the recommenda-
ﬁmwmupmeSpeciﬂSmndingCommitteedidnotmthe
recommendation 1o create an officer of the status of the Comptroller
amd Audit General

8. Management of Public Undertakings by the formation of Com-
panies is » new experiment. Technique of audit, of assessing theit
efficiency and of Parliamentary Control will have to be developed



and perfected on the basis of experience. The first step takeo
towards this end are reported to Public Accounts Committee for-

information and such comments as the Committee may wish to:

SR w——

ANNEXURE

A. K. Mukhern, D.O. No. 501-Admn. III/19-62

Addl. Dy. Compt. & Auditor Office of the Comptroller & Auditor
General of India (H). General of India, Mathura Road,.

New Delhi-1, Dated the 26th March, 1962
Dear Sir,

By virtue of the powers vested in him under Section 619(3) (a)
of the Companies Act, the Comptroller and Auditor General has
been pleased to direct that in respect of the Central Government
Company /Companies of which you are appointed as auditor under
Section 619 of the Companies Act, you will audit the Company's
accounts in a manner so as to enable you to answer the questions
as in the enclosure. These direction: are supplementary to all

other duties laid upon you by the various provisions of the Com-
panies Act.

These directions become effective from the accounts of 1961-62
onwards; that is to say, you are to be guided by these directions in

regard to the audit of the accounts for the year ending 31st March,
1962 and subsequent vears.

2. Your answers to the various matters specified in the directions
should be prepared in the form of & report in addition to the report
furnished under Section 227 of the Companies Act. This report
should be submitiec to the Company along with the certified copy
of the Balance Sheer and Profit and Loss Accoun! or as soon as
possible thereafter ~»ithin a period no! exceeding two months. Two
copies of this report should also be sent to this office. However,
ir regard io the acccunts of 1961-62, the report may be sent t~ the
Company and this office within iour months of the submission of
the Balance Sheet an: Profit and Los. Account or by 30th Septem-
ber, 1862, ir. case it is not possible for you to furnish tre report
along with the certified Balance Sheet and Profit and Loss Account
of the Company

T The reeeipt of this letier moy kindly be acknowledged.

Yours faithfully,
Sdj-
{A. K. Mukherii).
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Enclosure
Directions issued under Section 619(3) (a) of the Companies Act.
1. System of accounts and book-keeping

(1) Has the Company issued appropriate instructions laying
down the respective duties and responsibilities of various officers
in regard to the maintenance of accounts? Does the Auditor con-
sider, on the basis of test checks exercised, that the accounting
system is adequate for purpose of preparation of final accounts as
well as for purpose of “auditing in depth” which involves tracing a

transaction through its initial to final stage? If not, what are the
main deficiencies?

(2) Are the books of account and the accounts records properly
maintained up-to-date? If not, the deficiencies may be pointed out.

The auditor may indicate when the final draft of the accounts
is given for audit.

(3) In regard to a Company with subsidiary units or branches,
does the Head Office maintain proper control accounts of branches?

Is there any drawback in the system of control accounts main-
tained?

(4) Is the allocation of expenditure during construction between
Capital and Revenue properly done so that the cost of an identifi-
able unit of plant (e.g., Coke Oven in Steel Plant) can be ascer-
tained? If not, the defective cases should be indicated.

11. Internal Control

(1) Has the Company issued adequate instructions indicating
the financial powers of heads of branches and their subordinates?

Does the procedure provide for adequate financial checks and safe-
guards?

(2) s there an internal audit sysiera? Are you satisfind that
the important points thrown up by the internal audit kaw. weon
considered by the Administration and necessary action taken® I
not, indicate the more important points on which consideretion
action is outstanding Have any drawbacks in the systern come to
your notice”

(3) Does the Compeny prepare the budget for s financic! vear
with adequate details sufficiently in sdvance? U so, th«: aﬂpl
performance in regard to control over revenue and expenciture in
relation to budget provision may be indicated.
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I1l. Manufacturing and Production Accounts

1) Does the Company maintain periodical quantity accounts of
production of the major products? How do these compare with
the periodical targets fixed?

(2) Does the Company prepare accounts indicating the cost of

a unit of its major products? Have you any general comments to
make on the effectiveness of the system of cost accounting?

(3) Are records maintained for determining the rejections in
production? Have you noticed any abnormal variations?

IV. Profit & Loss Account

(1) On what basis are the selling prices of various products of
the Company fixed? How do they compare with the cost of pro-
duction? . UREEE | 2 A

(2) Has adequate financial provision been made for maintenance

of plants and machinery? Are there standby plants 1f so, how
far are they worked during the year as ascertained from the records

of the Company?

(3) Has the Company obtained any waiver or moratorium of
interest on loans obtained by it from Government or others?
To what extent has the Profit and Loss Account of the year been
affected by such a concession?

V. Balance Sheet

(1) What are the total volume of books debts during the last
four years as on the dates of the respective balance sheets? What
are the amounts of debts outstanding for more than one year?

(2) Does the system of procurement and disposal of stores en-
sure that (i) stores much in excess of tne reasonable requirements
of maintenance and production are not accumulated; (ii) the
amount of (a) surplus and (b) unserviceable stores are periodically
determined; and (iii) surplus and unservicesble stores are disposed
of without undue delay? Have you any comments on the operation

of the system?

V1. General Review

(1) What is the ratio of long term loans advanced to the Com-
pany to the paid up Capital?

(2) What is the retum on Capital invested (Share Capital,
Jeng term losns and free reserves) during the last four years?



(3) What is the (i) ratio of closing stock to net sales, (ii) ratio
of net profit to net sales, (iii) ratio of cost of sales (goods) to net
sales (iv) ratio of current assets to current liabilities, over the four
years ending with the year’s amounts which are audited?

(4) What are the subsidies/grants paid during the last 5 years
by Government to the Company?

(5) What is the trend of maintenance cost of Service umits for
the benefit of the staff during the last four years? Are proforma
accounts maintained in respect of their operation? If so, what are
the results?

VTI1. General

Have you any other observations to make in regard to the
accounts of the Company or their financial working?



APPENDIX I?
(See para 78 of Report)
INDIAN CENTRAL ARECANUT COMMITTES
GOVERNMENT OF INDIA
MINISTRY OF AGRICULTURE
RESOLUTION
New Delhi, the 21st May, 1849

No. F.43-11/48-Comm.—During the summer of 1943 representa-
tions were made to the.Government of India by individual producers
a3 well as Arecanut Associations in South India regarding the
deplorable plight of the Arecanut Industry, of the heavy cost of cul-
tivation and poor returns to them mainly due to the absence of
scientific research to improve cultivation and augment production,
the ravages wrought by the Mahali disease and the ill-developed
method of marketing in vogue. The possibilities of cheap and
heavy imports of arecanut from the Strait Settlements, Ceylon, etc.
and their effect on the local price were also stressed upon them.
They demanded some control with a view to regulate the marketing
of local and imported nuts,

The Government of India decided that the annual grant to the
extent of expenditure, but not exceeding Rs. 5 lakhs required by the -
Committee, be given to the Indian Council of Agricultural Research
for financing measures for improving end developing the productiim
and marketing of arecanut in the country. The Gavernment of
India also set up an Ad hoc Committee under the Indtan Council of
Agricultural Research to consider preliminary measures for effecting
improvements in the arecanut industry and formulate a coordinated
scheme for the purpose. This Ad hoc Committee recommended that
a Central Arecanut Committee should be set up and that for the pre-
sent the secretarisat work of the committee should be enfrusted to
the secrctariat of Indian Central Coconut Committee. The Gov-
ernment of India have accepted this recommendation in principle
and have decided to set up a Central Arecanut Committee which will
be a body corporate registered as a Society under the Registration
of Societies Act (XXI of 1860) with headquarters at Ernakulam or
such other place as the Committec may decide.

2. The functions of the Indian Centra! Arecanut Committec will
be to asrist the Government in the improvement and development

© 100
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of the production and marketing of arecanut and arecanut products:
snd all matters incidental thereto by—

(1) undertaking, essisting or encouraging agricultural, indus-
trial, technological and economic research;

(2) producing, testing and distributing improved varieties of
seed;

(3) encouraging and assisting the adoption of improved
methods in cultivation so as to increase yield and
improve quality; )

(4) assisting in the control of paresites and insect pests and
fungal diseases which affect arecanut in the field, in
storage or during transport;

(5) carrying on such propaganda in the interests of the areca-
nut industry as may be necessary;

(6) encouraging the adoption of improved measures for the
marketing of arecanut, fixing and adoption of grade
standards for arecanut and its products;

(7) encouraging the purchase, curing, grading and marketing
of arecanut end its products through co-operative or
other agencies and undertaking enquiries and making

recommendation relating to storage, transport facilities,
ete,;

(8) giving financial and technical assistance to organisations
engaged in growing, curing, processing, grading, market-
ing and manufacture of arecanut and its products;

(8) maintaining such :nstitutes, farms stations, curing arrange-
ments, ware-houses, conditioning and processing plants
as may be necessary;

(10) collectirg statistics {rom growers, traders and manufac-
turers on all relevant matiers connected with arecanut
and distribution of such statistics and information to the

interests concerned. and establish a market Intelligence
Service;

(11) (a) making sdvice available on ell matiers essential 1o the
developrnent of the arecanut industry,

(b) advising on such matters as fall within the functicns

of the Commitiee which sre referred to it by Gowern-
mant; .
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(12) employing such staff as may be necessary for the proper
performance of eny er all of these functions;

(13) recommending the maximum and minimum prices to be
fixed for arecanut and the controlled purchase and dis-
tribution of imported arecanut and adopting any other
measure of performing any other duties which may be
required by the Government of India to adopt or perform
or which the Committee may consider necessary or
advisable in order to carry out the purposes for which
it is constituted.

3. It is desirable that the growers, manufacturers and traders
should be represented on the Committee, subjoct to & reserve power
of nomination by the Government of India so as to permit of appoint-
ments to the Committee to meet special requiremients which may vary
from time to time.

The committee will be constiluted as follows: —

(i) The President of the Committee shall be the person se
nominated by the Central Government.

(ii) Agricultural Commissioner to the Government of India.

+(iii) Agricultural Marketing Adviser to the Government of
India.

(iv) Two representatives of the Ministry of Finance (one from
the Revenue Division and the other from the Expendi-
ture Division) to be nominated by the Central Govern-
ment.

{v) A representative of the Ministry of Commerce and Indus-
try to be nominated by the Central Government.

* (vi) Four members who are neither growers of nor traders in
erecanut to represent consumers; of whom three shall
be elected from among themselves by the members of
the Lok Sabha and one shall be elected from among
themselves by the members of the Rajya Sabha.

1 (vii) Sixteen persons representing the growers of arecanut in
India of whom six shall be nominated by the Govern-
ment of Madras, three by the Government of Trawi.-
wre-Cachin two each by the Governments of Mysore,

e s v e
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$Amended us B.nnhmo !\ . Gh
Gor onndn, n No. :-9115&-(??.‘! dat ed 6th December, 1998 of the



103

Assam and Bombay and one by the Government of
West Bengal

1 (viii) Eight persons representing the Department of Agriculture
respectively of Madras, Bombay, West Bengal, Assam,
Coorg, Mysore, Andhra and Travencore-Cochin (one
only) appointed in each case by the Government com-
cerned.

1 (ix) Seven persons representing the trade in arecanut, one each.
being nominated by the Governments of Madras, Mysore, .
Travancore-Cochin (one only), the All India Supari
(Betelnut) Federation, the Federation of the Indian
Chambers of Commerce and. Industry, the Palghat
Chamber of Commerce and the Kanara Chamber of

. Commerce.

13. The tenure of appointment of the members of the Committee
other than those who are appointed by reason of the office or appoint-
ment that they hold, will be three yoars with effect from the 1st
April of the year in which they are appointed, or such lesser period
as may be specified in the notification of appointment

4. The Government of India will appoint a Secretary and a
Co-operative Arecanut Marketing Officer to assist the Committee in -
its work. Until @ separate wholetime Secretary is appointed, the
Secretary of the Indian Central Coconut Committee will also act as
the Secretary of the Arecanut Committee. The expenditure over
the pay and allowance of these officers will be met by the Committee
from its funds.

*5. The Government of India will finance the Committee by placing
at its disposal the unspent balance from the grant made to the Indian
Council of Agricultural Research in 1946-47 and by making available
to the Committee each year the amount actually spent by the
Committee but not exceeding Rupees five lakhs.

6. The Committee will submit its budget annually to the Govern-
ment of Indm for sanction.

7. The Committee shall continue their present arrangements
made, if any, by the Indian Council of Agricultural Research with
the various Provincial Governments in respect of lands, sites and
buildings for its various laboratories, research stations and the
housing of !he smﬂ and matters ancillary thereto with such modifica-

\me: od w Rew!u;n;;m&'o :—-mf;ﬁ-—»»(tom 1 duesah December 1946 of
the mtm India, Ministry of Agriculture (1.C.A.R.) %
tAmended 1. pet Resolution No. P 3(4)/s¢ I, dmted 15th Apeid 1960 of the
Goverument of Indis, Minustry of Food and ture,
SAmeaded as per Resodution No. F, 1{11761—Com. | dated sth March 1963 of the
Government of l&t Miniiry of Food and Agricultare.
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tions as may be mutually agreed upon. It shall also take over any
Habilities and assets which may exist with the Indian Council of
Agricultural Research on the date when the Committee starts funo-

tioning.

8. A meeting of those, who constitute the Committee, will be con-
vened as soon &s possible after preliminary arrangements have been
made to consider the terms of the Memorandum of Association and
the Rules and Regulations which have to be filed with the Registrar
of Joint Stock Companies. These Rules and Regulations and any
modifications which may be subsequently made therein shall be
subject to the epproval of the Government of India.

K. L. PANJABI,
Secretary.



APPENDIX i

Summary of main conclusions/recommendations

Ministrics/
‘Serial Para D:partm:nts Conclusions /frecommendations
No. No. concerned
1 2 3 4

! 5 Transport  aad
Communications
Communications

Civil Aviation).

2 . Do.
- - Do.
? b o

The Committee regret to  observe that

in the year 1960-61 expenditure (both
op:rating and non-op.rating had re-
gistered  an  increase as

to the earlier yvears. The Committee
would once again urge upon the
Indian Airlines Corporation to review
the position and take cffective mea-
surcs to reduce their overheads and
other working expenses so that the
Undertaking may not continue to be a
liability on the Exchequer, They would
watch the results of the action taken
in this regard through subsequent
Audit Reports.

The action taken on the Commirttee’s

(1961-62) recommendations  re-
garding sale of aircraft has not yet
been intimated. The Committee
would like to be informed of the
action taken in this regard at an carly
date,

The Commuttee  feel conarned to note

such lapses on the part of & commercial
organisation They trust that due
care will be excreised in the dispossl
of the aircraft since they are

new. Further in the connxt of the
cmergent  situation the Committee
hope that best possible use would be
made of all the serviceable aircrsft .

The Committee suggest that the resuls

olthe Annuai Reviews oi' the cost of
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a 3 4
9 Transport and (" The Committee feel that the time
Commupnications taken by the Corporation in the dis-
(Communications & of the obsolcte spare parts, etc.
Civil Aviation as been rather excessive.  They
wou’l:i now urge cxpedition in this
wor

(:’? While commenting on the unsatis-

actory statc of stores and cquip-
ment accounts, the P.A.C. (1959-60)
had urged upon the Corporation to
give s:rious attention to the work
of reconstitution ef accounts and
regularisation of  discr pancics.

They regret to obscrve that the  work
is still incomplete.

1¢  Finance () The Commitiee regret (o note
that even according to the Ministry's
own assessmeni, out of rotal luans
advanced to the displaced persons by
the Rchabilizasion Finance Adminis-
tration amounting to Rs.11- 22 crores,
the bad and doubiful debts were likely
to be uf the order of Rx.2 ¢ cropes or
229 of the tomal Lwns & 'vanced, It
is apparent from the high percentage
of drub'ful debis that the handimg
of laans by the R.F A had not been
satisfactory.

o) The irrcgularities disclosed  in
the Audit Repart on the Acoounts of
the Adminmsiration for the years 1958
and 195y proesent s dismal ure of
the manncr in which the Administra-
tion was omducti it affairs re-
sulting in avoidable Lws  of public
money.

(57) The Committee sl obwerve that
wmqﬂa gzmmméhe work of
the owustanding loans to
mnarwmmw
recoveries of both principsl  end
interest had beon only sbout Rs. 12
crores during the period of
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twoh ygan m:;ee mthu regard
with the progress in
especially in view of the fact that
most of these loans are now overdue.
In view of the fact that the establish-
ment charges fincurred on the real-
isation of these loans come tonearly
10%, of the recoveries, the Committee
would urge tharvigorous and eﬁecnve
steps should be taken to expedite the
recovery of outstanding loms.‘;.
* %

(iv) The Gommmee also desire that

with a view to an economical
working of the Rdxabxhtmon Finance
Administration Unit, its establishment
charges should be periodically re-
viewed in the light of the

cases and suitable economies_

7 12 Tmﬂmd&m- The Committee feel that the’per-

municstions
ment of Transport)

formance of the Shi still leaves
much to be dmndp,ﬂ:: the profit
during 1960-61 worksout to only 0-2%
of the total capital employed on the
undertaking. Further, the fact that
the construction of ship is still being
subsidised by Government indicates
that the Shipyard has not yet become
fully self-supporting, total

paid upto 35t March, 1961 being
Rs. 509 18 lakhs. The Committee
trust that no effort will be spared in
planning and organisation with a view
to improving the working of the Ship-
yard.

() In the opinion of the Committee,

strict adherence to the time schedule
is of prime importance in a commercial
veganusation like the Shipyard special-
ly in the background of the gencrsl
zh«magc of Indian ships. Any com-~
m’m shown in this regard was

to have an adwrse effect on the
prospective purchasers. The  Com-
mittee wouki hike tobe informed of the
progress made from year to yesr in

poyrens
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4

9

10

Ay o —

reducing the foreign exchange ele-
ment in the construction of ships.

(") The Committee had desired to be
furnished with a note stating the
installed capacity of the Shipyard and
the extent to which it was being uti-
lised. The Committee regret to ob-
serve that the information is still
awaited.

14 Transport & Com- The Committee feel that the existing

munications (D+part-
ment of Transport)

16 Steel & Hravy In-
dustrizs (Heavy [n-
dustrics)

procedure regarding fixation of price
of ships is far from being satisfactory,
The Committee would urge that the
formulas which was being devised
in consultation with the ship-owncrs
to provide incontive to the Shipyard
to reduce the cost of construction may
be cxpedited as it is long overdue.

() The Committee observe that afthough

the production during the year 1960-61
and 1961-62 has shown soms improve-
ment  over the low production dur-
ing 19$9-60, it is still far from satis-
factory. In pursuance of their carlicr
recommendation in paras 27-28 of the
2s5th Report (1959-60) the Committce
were informed that the fall in produc-
tion had txen engaging the carnest
artzntion of the Company and the
Government.  They trust that cff-c-
tive measures would be taken by the
Caorporation to ensure that the ratcd
capacity of the plant is achicved carly.

(s} The Committee would also invite

attention in this connection to  the
reeommendation of the Tariff Corn-
miwion in December 1959  that Go-
vernment should ask the Coal Con-
trolier to take immediste  stps to
make available to  Sindri Fertilizors
and Chemicals Limited such grades
of coal as would cnable it to obtain
the right blend for its coke production
regularly and in adequate quantitics
from ncarby collicrics. They desire
that the mattce should be pursued
with the Coal Controlicr.
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L ¢ 17 Steel & H The Committee need hardly emphasise
indmme::y the imperative need of extensive use «
(Heavy In- of fertilizers to step up the output
dustries) of food and commercal crops. In
order 10 attract the agriculturists, it is
nccessary that the final price of ferti-
lizers payable by the consumers should
be kept as low as possible by effecting
economies both in the cost of
tion and in the expenses incurred by
various intermediary agencies.

(Y The Committee are surprised to
note that despite an additional expen~
diture of over Rs. 1 crore the actual
production capacity of the plant would
still be about 109, lcss than the origi-
nal targets. They trust that all-out
efforts would be made to attain the
optimum capacity of the plant soon
The Committee are also of the view
that constant and vigorous efforts are
necessary  to reduce the costs of pro-
duction so that these are less than the
landed cost of the imported items.

12 18 Do.

(i} The Committee also desire that
the question of reducing the retzntion
price of urca should be reviewed with-
cutany further delay.

13 19 Do. The Committee  would, reserve their
comments in the matter as the final
report regarding the cost of production

/ of coke is still swaited.

14 20 Deo. The Committee agree with the views

of the Comptroller and Auditor-

Finance General and recommend thet the

practice of declaring  dividend from
the generzl reserse fund in circume-
starices disclosed in this cese should be
aiscontinwe d forthwith.

xS 3t Sweland Hcavy  The Committee  regret to note that
Intustrics the Company had been put to a heavy

loss duc to lack of proper planning
(Department of Heavy  and defective designing of the plant,

Industrics) They desire that the matwer should be
reviewed with 8 vicw to fixing the res-
ponsibility for the defective desi

of the plant.

#
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16 22 Steeland Heavy In- It is apparent that before install
dustries (Heavy the coke oven plant the question o
Industries). the quality of coke nceded for proper

gas production did not receive due
attention of the management. The
Committee would also like to point
out that as the use of inferior grade of
coal adverscly affects the uction of
ammonium sulphate, the prospects
of utilising the machinein future appear
to be limited. As such, th§
extra expenditure of Rs. 44 lakhs
incurred intheinitial procurement of
the coke oven plant and Rs. 7.24 lakhs
(approx.) representing s0% of the
cost of the sccond stamping machine-
cum-ram car which would be now put
to restricted uscs has proved infruc-
tuous,

17 23 Commerce & Industry (i) The Committce feel that with the
incresse in the  yield between 6,000~
8,000 units per millilitre, the total
target should increase correspondingly |
‘(‘:;;boutsotogemimon megs
ts).

(i) The Committee wouldliketo have o
detailed note indicating mier aka the
concrete steps taken by the
ment to improve the quality of the
products as also to tonc up the orga-
nisation ‘technically, sdmunistratively
and financislly’ so that it could be of
maximum benefit to the poople.

18 a4 Do. Whilr noting that progressive  reduction
has been achicved in the cost of first
crystals st Pimpro duce to increasce of
production and owversll control of
cost, the Commitice would like to
obscrve that the cost of production of
ﬁmcmntmmwﬂubnlh penicillin
was still considerubly higher in 1960-
6t when comparcd to the price of

The Commin

imported products. ttee

hmlhnmwmmwﬂ:cm:} by
nt to reduce the Cost

el further both. i the. case of
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19 a5 Commerce&lndmtryTthomnntteearcnot y with the

the Hindus-
tan Anubmtxu Egd Pnnpn In this
connection, it would be worthwhile to
mention the following obeervation
of the Committee on the Judiciary
U.S. Senate, appointed to investi-
gatcmcpnccofdrupmths:comtry

mdrugsmemlly Indis, rank

priced nations

of the world-c case otf"nmvuae
relationship between

capita income and the levclP:f

drug price”.
If such an anomalous position is to be
rectified, it could be done, in the opi-
nion of this Committee, by making

availsbie to the people drugs and me-
dicines at the lowest economic price.
The Committee are unable to accept
the contention that if prices of peni-
cillin are reduced, the proﬁ: vnngo
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the Tarif Commission vide Section
12(d) of the Tariff Commission Act,
1951,

20 26 Commerce& Industry The Committee feel that the very pur-

pose of encouraging indigenous pro-

Finance duction was largely defeated in this
case, where a higher tender involving
extra expenditure of Rs. 38,000 for the
supply of phosphoric acid was accepted
in as much as the indigenously manu-
factured product itself contained im-
ported raw material which formed 6o
to 70 per cent of the total cost. They
hope that such cases will not recur,

ar 27 Mines & Fuel . In the light of the facts disclosed the
Committee find it difficult to accept
the above explanation of the Ministry
of Mincs & Fuel. They feel that, as
soon as the Corporatidy had leamnt
about the delay 1n the completion of
the Railway line, it should have advised
the India Supply Mission, Wash-
ington to approach the supplicrs for
postponement of the shipment of the
two  drag-hnes. “The Commitice
regret that this fatlure of the Cope
porstion had resulted in avoidable
payment of interest charges amounting
tr Rs. 60580 to the Export Import
Bank, in additiop to storage charges
payable to the Railways,

22 28 Do. The Committee are not happy over the
manner 1in which the Corporation had
handled this case. They  observe
that the deasion of the Corporation
to stop all outside despatches from the
Bokaro Colhiery resulted in not anly a
shortfall in the output of the Col-
ficry to the extent of abowt half a
lakh tons but sl an infructucus
expenditure of Rs. 45,000 on scoount
of lay-of compensation paid to labour
for forced idlencss.  The Commitice
understand from Audit that the local)
technical authorities had fore-wamed
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that it w&’uld h:rym be miblchcfor the
Kargali Was to the entire
‘output of the Bokaro Colliery. If
80, the Committee consider the above
decision of the Corporation as highly
ill conceived. The Committee grant
that adequate quantities of Bokaro Coal
should have been supplicd to the
Kargali Washery for enabling the
foreign contractor to give the stipu-
lated throughput of washed coal.

This, the Committee feel, should have
been done, not by stopping cutside
despatches, but by according the
Washery overriding priority in the
matter of coal supply from Bokaro,
Even if initia)l error had been com-
mitted {0 anticipating that the washery
will be able te utilise the entire ourpin
of coal the Corporation should have re-
scinded  1ts decision as soon as large
stocks started accumulating  at the
pitheads, and resumed outside de-

sparches instead of curailing pro-
duction,

a3 29 Mines & Fucl The Commirtee trust that determined
ctforts will be made by the Washery
authorities to attain the rated capacity
at the earliest possible date,

24 30 Steel& Heavy In ‘1 On the basis of the facts mentioned,
dustrics (Iron & Steel? it s apparent that the order for pro-

curement of 18 power capacitors & a

et of Rs. 86,000 was placed with-

out  properly assessing the  require-
menis,

w1} The Cemmuttee desire that the dis-
posal of surplus capacitors should be
expedited. .
3§ 3! Do. The Committee are not  satisfied
with the explanation of the Hindusuan
Steel. They feel that, while 20.000
tons of ore might have been considered
ss alequate stock in the noemal
course, larger  reserves shoukd have
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been built up from the departmentally-
owned Rajhara Mines, as a pre-
caution against the impending moon-
soon, The failure of the project au-
thorities to do this as also their
inability to utilise the existing stock
had enmiled an additional expenditure
of Rs.11.8¢ lakhs to the Company.
One of the rcasons mentioned in
evidence for not using the existing
stocks was that the ore crane was not in
working order. If so, the Committee
feel that all-out efforts should have
been made to set the crane right at the
carliest possible date; or failing this,
other  switable arrangement should
have been made for built-up
stocks being readily usable. More-
over, since the additional stock abtain-
od through State Trading Corpors-
tion was at much higher cost, it would
have been advisable to plaxce  the
orders in instalments of say 10 days
supply at a time, instead of bulk sup-
ply of 40 days. {The breach lasted for
a period of fortnight). The Com-
mittee trust that the project authorities
will benefit from their experienice in
the present case, and in the interests
of both economy and uninterrupted
tempo of production, make adequate
provision against the ramy scason in
future.

26 32 Steed & Heavy [ndus- (1) The Committee feel  concerned that

tries{ lron & Steel)

—

Railways

despite  their repeatead  exhortations
smce 1058- ¢4 the amount of demurrage
charges payable from ycar to ycar has
boen pernsistently  increasing, instesd
of getting sltogether climinated. (The
ttal demurrage paid from 1-12-56
to 31~3-62 amounts to as high s figure
& Rs. 74.21 lakhs). This state of
affairs, deploreble as it is, would nux
only push up the cost of end-prociuct o
the Project but also impede the op-
timusm utitisation of the wagon capacity
of the country. The Comminee
were informed that both the Hindug-
tn Steel Limited snd the Rallways
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were now seized of the matter. They
trust that effective steps will be
taken by them, in close collaboration
with each mhcr, with a view to ensur-
ing that the demurrage charges are
reduced to the barest minimum, if
not climinated altogether.

(1) The Cammittee desire that effective
steps should be taken by the Pro-
ject authorities to recover the balance

® amoumnting to Rs.51,000 from the con-
tractors at an early date,

27 33 Steel and Heavy,In-1 The Committee note that the representa-
dustries (Iron & 4 tive of the Hindustan Steel Ltd., could
Steel) rot justify };hc delay i :g placing ordcr foz_
spares. However, the Department of

Commerce & Indus- Iron and Steel and the Dev
try. Wing of the Ministry of Commerce &
Industry have now addressed them-
sclves to the problem, and havealready
mitiated measures to obviate delays
in procurement of mdterials from ab-
road. The Committee trust that
the introduction of these measures
will result in elomination of the cases

of the present type.

28 34 Steel and Heavy In- While the Commirttee note the Hindustan
dustries {Iron & Steel’s hope that surplus sanitary fit-
Steel). tings (costing Rs.1°93 lakhs) would be

utilised in houses and public buildings
to be constructed under the Expansion
Scheme, they cannot help observing
that, before placing the order for the
materials, the Project authorities had
failed 10 make a proper assessment of
their requiremnents. The Committee
trust that the Project authorities will be
more careful, while making such pur-
chases in future. They would like
to be informed of the disposal of the
susplus material.
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of the usability of the machines. The
Committee also fail to understand why
the Project authorities had taken more
than five years in coming to a decision
regarding the disposal of the machines,
when, as was stated in evidence, it was
not considered worthwhile to spend
foreign exchange on importing s
parts to make them serviceable. The
Committee  desire that the matter
should be expedited.

30 36 Steel and Heavy In- In the opinion cﬂ‘ the Commitice, the

dustries (Iron &
Steel).

31 38 Finahcc

time taken by the Project authorities in
preferring  most of the final claims
had been on the highside, cven after
making due allowance for the proce-
dural requirements o be fulfilled.
The Committiee were, however, assur-
ed that all the claims would be finalis-
ed during the next 6 to & months,
They would like to be furnished with a
further report in the matter.

The Committee  are not satisficd with

this explanaton. To have an cffect-
ive control over the cost of various
products, it ia essential that the appor-
tionment of  the labour charges is
made on a rational basis.  The
Committee  Jesire  that  a suitable
prixedure should be  evolved to en-
sure that  the accounts depict a true
prcture of the cost of various products,

32 39 Food & Agriculture The Cemmittee trust that by now the

(Agriculture)

33 40 Do.

mnitial dithcultues have been overcume
and 1t would be possible for the For-
osts Department not only to achieve
the target fixed but also W work
upto higher targets.

Even granting that the saw mills arc

utilised for operating on logs which
are left-overs, the Commitice feel that
the Percentage of wastsge is unduly
high. They hope that with higher
extractions from South and Middie
Andamans, it would be possible to

- .
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increase the intake of the saw mills

and also to reduce the percentage of
wastage.

34 41 Pood & Agriculture

The Committee of 1961-62 were inform-
(Agriculture).

ed that although the seasoning kiln was
installed at the instance of the local
P.W.D. who had estimated their
monthly requirements of seasoned
timber at 200 tons, the off-take by
the P.W.D. had been very much less.
It is surprising that the local
P.W.D. should now be preferring un-
seasoned wood, when at their instance
and at some cost the seasoning kiln
had been set up. The Committee
desire that the chimney of the boiler
should be obtained and fitted without
further delay and the plant worked to
its full capacity. Thercafter efforts
should be made to export the seasoned
timber, which cannot be taken by the
local P.W".D. or sold in the local market
to the mainland. The Committee
would like to be informed of the
outcome of these efforts.

38 42 Do. The Committee feel that proper accounts

for various categories of ascu-treated
timber should be kept so that their
rates might be correctly worked out.

36 43 Do~ From the facts brought to their notice,

the Committee are unable to  escape
the coacluston that at the time these
projects were considered  initially, a
proper market survey of demand for
the treated umber in the Andamans
or in the mainland and the availability
of ships etc. for transport thereof was
not made. They recommended that
all these aspects may now be reviewed
by the Mimstry and remedial measures
taken immediately to set things right.
In the opinion of the Committee, effo-
ris to populanise the products might
prove fruitful resulting in greater de-
mands for the creosoted and ascu-
trested  timber.
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37 44 Food&Agriculture The Committee hope that every effort
(Agriculture) would be made to dispose of the sur~
plus stores as early as possible and
physical verification of stores con-
ducted at regular intervals,

38 45 Food& Agriculture  Since there is a great demand for timber
{Agriculture) in the mainland specially from the

plywood manufacturers in Calcutta
Transport and Com- the Committee urge that carly steps be
munications (Deptt. of taken to reinforce shipping arrange-
Transport) ments in consjltation with the Mi-
nistey of transport so that the accumu-

ted timber could be cleared early and

no further accumulation allowed to-

take place, to avoid possibility of deter-

joration of timber involving financiale

juss,
39 46 Food&Agriculture  The Committee regret to note that the
{Agriculture) firm had failed to furnish the quar-
terly statements required under clnuse
Law 18 of the Agreement and that on one
--------- - or two occasions Governmerntt had o
Finance hold back their funds in onder to
make payments of wages of labour in
All other Ministries Andamans not paid by the Company.

They consider it unfortunate that no
action was taken whanstatements were
not furnished by the firm. They are
sorry 1o jearn that dospiic their re
’ commendation made last year (1961
623, the Ministry of Law were still
busy collecting necossary material for
obtaining the view of the Attorney-

The Committee urge that in cases in-
volving high stakes, all pros and cong
should be comidered before entering
into  an agroeement, validity of con-
tractual documents should be ensurad
beforchand, and  cffective  adminis-
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ment any recommendation, the reasons
therefor should be communicated to
the Committee at an ecarly date.

The Committee desire further that the
arbitration proceedings in this case
should be expedited and the Com-~
mittec informed of the results.

40 47 Food & (Agriculturc) The Committee recommend that suitable
{Agricutture) steps be taken to settle the outstand-
ing accounts, expeditiously.

41 48 Food & Agriculture  (3) The Committee are not happy with
(Agriclture) the present state of affairs at the Hima-
chal Rosin and Turpentine Factory,
Nahan and hope that steps will be
taken to improve the position as early
as passible.

(i) Intheir opinion, verification of stock
should essentially be done at the ap-
propriate time.

{i1r) The Committee also do nox feel
happy over the delay (about nine
months) in  concluding police in-
vestigations into the causes of fire in
the factory at Nahan, which took place
in December 1961, They would like
o be informed of the result of the in-
vestigation and remedial action taken

(P nf?iﬂﬁzmi bdes @ (oo fotrand 4
42 Y4 Commercek Im.m(u The Committee trust that in view of the
try. fact that this is the only rock salt mine

in the country, Government would P
take spevial steps to expedite the

experniments now in progress so that i

the mines could be exploited to the “]
fullest extent. They hope that with®
the increase in production, the losses
would be wipad out and the Mines
would become & self-supporting unit,

They would Hike to be apprised of the =

progress maie in this regand. v

'
!
i

43 0 Commerce & Industry The Commintee would like to be mﬁ)tmd}.
ahxu: the rovovery ¢ § the oess amount- ¥

Home Alairs ing to Rs, 26,587 aml the result of ma%
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44 st Transport & Com-
munications
(Transport)

45 s2  Transport &
Communications

(Transport)

discussion with the Ministry of Home
Affairs with regard to change in the
rules for taking departmental action
before handing over the case to the
court. The result of departmental en-
quiries should also be communicated to
the Committee at an carly date

The Committee feel that instead of

blocking large sums of money in this
manner the loans to the Fund should
have been advanced on a realistic
basis.

The Committee are surprised as to how

interest at the concessional rate was
charged from the Compary when it
failed to repay the instalment of loan on
the due date.  Thev would like to be
infermed of the progress made in the
recovery 0f loans and interest charges
at normal rute of B per cent.

46 $3 Transport & Com- While the Committce do not wish to

munications
(Transport)

impose any curbs on the activitics and
operations of the Shipping Com-
panics, they nevertheless feel that ade-
quate safeguards should be provided
to cnsure that unduc risks arc not
undertaken and the Companics do not
embark upon new roures which may
not be profitable.  Since at the time
of granting the loans the Shipping
Dc'vclnpnmt Fund Commitiee acts on
certain sssumptions about  the routes
on which the ships should operate,
it is but appropriate that its prior
approval should be obtained if any
deviations are ever made in this re-
gard. The Committee, therefore,
suggest that this aspect may be fur-
ther examined.

47 $4 Transport & Com- The Committee are not satisfied with

munications
(Transport)

the explanation given in this case. In
their opinion it s uldbcmudcmmm—
bent on horrowi ympanics to
furnish such dcu.u:s informsation of
their working w the Government
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49

§s Transport & Com-

munications
(Transport)

§6 Transpart & Com-
munications
{Transpary)

representative on their Board of
Directorsas would enabl the Shipping
Development Fund  Committee to
keep a watch over the financial posi-
tion of the borrower and ensure ful-
filment of the terms of the contract In
the long run. If necessary, the
present agreement form may be suita-
bly amended for the purpose.

(i) While the Commirttee do not question

the competence of Government to
issue such directions 1o the Shipping
Development Fund Committee or to
prescribe/alter Rules or terms and
conditions for the grant of loans, they
are not happy at the manner in which
this applicaiion was dealt with on a
special footing which is apt to create
an impression that exceptional treat-
ment was given to this particular firm.
If any deviation from the existing rules
is considered necessary, the same
should be duly notified and made ap-
plicable to all similar cases.

(i) The Committee would like to be

furnished with 8 note about the pro-
gress made in the implementation of

the conditions of the agreement by
both parties.

While the need for augmenting Indian

Shipping is no doubt imperative
the Committee feel that insread of
advancing such large amounts (to the
extent of go per cear of the capital
cost of the ships to be purchased and
upto four times the amount of the
share Capital of Rs. § crores apcmed
to be raised by the Company in future)
w a private party Government
would be well advised in such cases
either to undertake the work in the
publicf mo;c or loat a public com-
pany for t purpose  reserving
majority of shares with them.
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§7 Commerce & In-
dustry

Home Affairs

The Committee are perturbed at the

huge amount of about Rs. 34 crores
for which utilisation certificates are
over due and are still awaited from
various State Boards/Institutions as
also at the delay in recovering a sum
of about Rs. 4 crores which is refund-
able to the Commission. It is dis-
turbing to note that no effective steps
have been taken by the Commussion
so far against the parties for their
failure to furnish the certificates.
They wonder if the failure to furnish
the utilisation certificates for such
long periods does not indicate that
the amounts had not been utilised
in all cases for the purpose for which
they had been sanctioned. In the
absence of any concerted and sus-
wined efforts on the part of the Com-
mission to improve matters all these
yers, the Committee cannot help
feeling that there has been a lack of
planning and supervision which is

table. To improve this state
of affairs the Committee suggest that
the following steps be taken urgently:

(1) The whole question of the grant of
loans etc. be revieneid o as o res-
trict the assistance 10 gepuing
institutions alter & thorough veri-
fication of their antecedents the-
ough State Agencics.

(2) Further grunts/loans should not be

granted 10 those  organisations
which have not furmished utili-
sation certificates in respect of
carlier grants in time.  This con-
dition should be made clear also
to those organisations who apply
fur loans for the firet time.

(3} It may also be suggested to the
Smte  Governments 10 imposc
the cmuﬁ:hx?a ;:urd (1) uujd (;)
in respect of the loans grant ¥
them 1o State Bourds. The Stte
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Govanments might be advised to
amend the preseat | on, in
consultation with the 10D,

so as to introduce essential pro-
visions necessary to avoid misuse
of funds, delay in submitting state-
ments on disbursements and uti-
lisation, audit of the accounts etc.
of the State Boards.

(4) The Ministry of Home Affairs

should adopt procedures, similar
to those to be adopted in the case
of State Boards in respect of Cen-
trally Administerd Territories.

(<) Suitable provisions in the Socicties

Registration Act, Cooperative So-
cicties Act and the Rules etc.
framed thereunder should be
made in regard to advance of
loans/grants to Cooperative Socie-
ties and other Registered Societies.

{6) The Commission and the State

Boards should keep record of
instirutions which default in res-
pect of one or more requirements
prescribed for grant, disburse-
ment etc. of loans and grants.
For serious or repested lapses,
institutions should be black-listed.

(7} The procedure now under conasi-

deration for expediting submission
of utilisation certificates by State
Guovernments should be finalised
carly and the arrears cleared off.

(8) In the case of amounts refundable by

institutions, the feasibility of res-
lising the dues as ‘arrears of land
revenue’ might be considered.

st s8¢ Commerce& in- In chc vinion of the Committee the

dustry.

wre adopted by the Commission

mmmncﬁmhexlomm enable

s s P v+t e——nne
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53

2 3
59 Commerce
Industry.

60 Commerce
Industry.

&

the loanees to re-pay their instalment
of 10% and thus renewing the loans
violates the very meaning and spirit
of the rules. In aoccounting mat-
ters, wshf transactions are the leaat
expected from a missionary organi-
sation like the Khadi Commission.
The Commirtec suggest that this prac-
tice should be put a stop to immediate-
ly, and if necessary, the rules may be
suitably clarified to prevent such a
praciice being resorted to in future.

The Committee suggest that vigorous
efforts should be made to realise the
balance payments of loans which sre
overdue.

(i) The Committee feel that even in such
cases, the ceriificate of soundness
should invariably be obtained from
the Registrar,

(1} In the Commuttee's opinion such a
state of affairs indicated that sssistance
was given to institutions without pro-
per assessment of their ¢ ity 10
make use of the losans. ° fec
therefore that the procedure for grant
of loans/grunts and for keeping a
watch over the working of these ins-
titutions needs tightemung up.

The Commitice feel that failing other
means, fegal action should be taken
in such cascs against the members
of the cooperative socictics under the
Cooperstive Socicties Act fur rea-
lising the dues. They hope thst
the proceedings sgainst the defsulting
socicties would be expedited. In
au‘ug where ?ﬁt h‘ found tharl &c
Registrar or 1 aPecror o >
operstive Socicties had given certi-

ficates not based on s p sppre-
ciation of the fioancial iug of the
Societies, the C 5 should

bring such facts 10 the notice of the
Stsre Governments conerned for tak-
ing suitable sction against the offi-
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54 61 Commerce & Indus- The Committee would like to stress
trry. that relaxation of rules should be
an excepiion and not a rule and there=
fore relaxation should be allowed
only after Government is fully satis-
fied abou its necessity. The Com-
mittee consider it unfortunate that
the utilisaticn certificates were not
submitted even after the extended
period. In their opinion, this calls
for strong measures against the de-
fauhing parties.

5s 62 Commerce & Indus- The fact that the percentage of in-
try. crease in the expenditure on the
administration of the Commission is
disproportionately higher when com-
pared to the percentage of increase
1n the total expenditure of the Com-
mission on loans and grants for the
corresponding period, indicates that
there is further scope for economy.
The Commitiee, therefore, suggest
that a further review of the work
load in various sections be made
and reduction in expenditure effected
tv the maximum extent possible.

6 63 Commerce & Indus- The Committee suggest that keeping in
ty. view the observations of the Khadi
Evaluatica Committee in pars 4,
Chapter 23 of their Report (1960),
the question of reducing the cost
of production of Khadi and its sale
price should be carcfully examined
and necessary measures takea to
achieve this end.

5, 6g Commerce & Indus- The Jdisclosures made in this case

wy. make a dismal reading. The extent
of irregularities m% in by the
office bearers of the iti and the

malpractices that went on unchecked
only confirm that there has been a
total failure on the part of the Com-
mission to safeguard the interests of
the Public Exchequer. It is all the
more unfortunate that inspite of
the fact that the Samiti had been
diverting funds for scuvities which
could ot be said 1o fall within

-
s - o
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the scope of assistance given
by the Commission, further loans and
grants aggregating more than 4§ lakhs
of rupees were given to the Samiti
for the continuance of the schemes
originally sanctioned. The Commit-
tee urge that a thorough investigation
bestarted by the Ministry of Com-
merce and Industry immediately in
this case to ascertain the responsibility
of the officers of the Commission
through whose negligence public funds
were improperly utilised. The ques-
tion of taking legal action against the
ex-office bearers and  staff of the
Samiti should also be considered;
steps should be aken o recover
the unutilised grants and amounts
spent on unauthorised objects and
preventive action taken forthwith to
stop further waste of funds through
this Samiti.

s8 os Commerce & Indus- This ts yct another case where figancial
try. assistance to another Samiti continucd
1o be given even aftir the reciipt of
advirse comments of  auditors in
1947 and Jespitc the comments of the
Commission's own intornal suditors
segarding the bad stet: of accounts
tn 1988,  Such ‘ncghgenee or n-
cfficicncy’ on the parnt of officials
in fnancial matters descrves scrious
action. This casc discloscs another
instance of tae falure of the Commis-
ston o venfy the financial position
or standing of the partics before
grenting loans. They secommend that
the Commission might rvolve a pro-
ccdure whereby better safcguards for
the repayment of loans are introduccd,
if the present provisions in the At
and the Rules/R:gulations arc con-
sidired to be insdequete.

RN JR—
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The Committee are anxious to cnsure
that preventive measures are taken
in such cascs so that such irrcgulari-
ties do not recur. It is essential for this
purposc, in the opinion of the Commi-
ttee, to have a bettcr and stricter
coatrol by the Commission over the
activitics of the Stute Boards. They
trust that the Ministry, in consulta-
ton with the Commission and the
Comptroller and Auditor General,
would be able to evolve a suitable
procedure carly to meet this end.

Commerce & Indus- The Committee are sorry to learn of th:

try.

Comme rue & Engus-
try

irregularitizs disclosed. In  dealing
with the Khadi Mandal it is not
uuderstond why action similar to the
ane taken by the Maharashra Govern-
MURL 1A EVING assistancs was not
taken by the Commission also. The
best course 1o such cascs would bhe
1 their opifiion to give grants in
instalments so that till the accounts
were saustactonly rendercd, the final
instalment would not be paid.

I'he  unusual procodur: adopted 1n

Cntrusting construction and othe r work
n Moy without 3 proper agreement
and agnening the guotations already
reevived v abso objectionable, as
such actiot runs counter to well-
known finarcial prinapks. The Com-
mutter Josire  thry Commussion o
take serious notic. of such disrogard
of firacciel rulkes and cnsure that
such  casey do net  recur,

a0 Vhe Commuttee are  unhappy to
Ao that the Commission have not
pcen ablke o maks much headway
o sveodening the palancr of the loan
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62 69 Commeree &

Industry

As already suggested carlier, they
feel that failure to utilise loans and
grants for purposcs for which these are
granted and to render proper
accounts, ctc., should be trcated as
scrious lapses and the question of
blacklisting such organisations should
be considered.

(i) In view of the irregulsrities dis-

closed in these cases of exhibitions,
the Committee desire that a review
should be made of the procedure
followed in organising such exhibitions
and giving financial assistance there-
for. It should also be scen whether
the t of financial assistance by
the missioa for holding such cx-
hibitions has in any way resulted in
stepping up the sale of the products
or in making them popular. If the
amounts spent &re Not comme nasurate
with the results achicved, the question
of discontinuance of the practice
of giving loans grants to such cxhi-
bitions should e scriously consi-
dered.

The Commutice arc unhappy to note

that the facts brought to lhight in the
course of this year's examination of the
Accounts, inclipding the transactions
of losns grants, ctc, dealt with by
the Commission show that despite theyr
carlicr recommendations, the position
scems to have deweriorsted further.
Despite  specific provisions in the
l.oan Ruks of the Commission, the
Committce regret to observe that
the loans were given without duly
verifying the standing and capecity
of the recipicnts. ‘The Commission
has persistently failed to  exercise
checks over the manner in which
the moncy given by them was spent,
and to obtain necossary utilisation
certificates or to get refunded the
amounts not utilised. All this kads
the Commitiee to the conclusion
that these aspects of the wocking of
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the Commission need a special looking
into, so that proper action may be
taken against defaulters. It is also
nc to consider to what ex-
teot ¢ various activities of the
Commission which have not proved
fruitful nced -curtailment.

Whatever be the reasons for the short-

(v

falls, the Committee are not happy
about the persistent shortfalls against
the budgetary provisions year after
year, as they are clearly indicative of
a tendency to provide for larger funds
than what could be

The Committee feel that the grants
made to the Tea Board should have
been limited to their capacity to spend.
The Committee suggest that the Min-
istry should restrict the allorment of
funds to the Tea Board in the light
of past performances, specially in
view of the presemt emergency.

In regard to the amounts spent on
propaganda in India, while noting that
the figures have been progressively
reduced, the Committee are of the

view that the figures are still on the
high side.

{if) The Commirtee are unabie to

SRR ——— TR R S

preciate the reason why the Govcm-
ment while they desire 1o have more
and more quantities of tea for export
foreign countries should spend heavy
amounts for propagatng consumption
of tea internally which is

being done by the private trade them-
sclves.  Nor dOlhq see any justifica-
tion for spendin y sums of moneys

{about Rs.14 )onmﬂmdmnb-
lishment for internal propagation which
m«ddbcx;:nhbcmrunb&dfwm
pagating]the promotion tea
abroad, which s stated 10 be the
avowad poicy of Government snd
which is now so cssential inview of the
hesvy drop m the export of tea during
1961 as compared to the yesr 1936
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In respect of the propaganda for tea
promotion abroad, the Commirtee feel
that the present policy needs reorien-
tation.  In their opinion, propaganda
work should be concentrated more in
those countries where consumption
of tea was appreciably less, while some
work should comtinue in the countrics
where the rate of tea consumption
was quite high in order to ensure that
there was no fall in the level of con-
sumption,

65 72 Commerce & Industry The Commirtee do rot consider it proper
that money should be taken out of the
Finance Consolidated Funid and placed at the
dispusal of the autonomous bodices to
be invested in a Bank in their accounts
and particularly when there have been
heavy cash balances year after vear as
has been the case with Tea Board.
Moreover. it is wrong in principle to
allot and advance funds v autons-
mous bodies whosoever they may be
much in excess of their requiremnents,
The Committec suggest that  steps
should be taken to keep the cash
balances to a minimum figure,

The Committee also sugpest that a
system  of perssonal ledger  account
might be introduced in such cases 1o
enable the autonomous bodies  con-
cerned to draw the money as  and when
needed,  This system may be intro-
duced strmightaway m the c<mse of
Tea Board.

665 73 Commerce & Industry  The Commuttee are unable to find any
justification for such large ssving on
development schemes (1o the tune of
Rs 12 lakhs) an the one hand and on
the other the failure to improve the pro-
duction of green tes which has a good
export Market. They trust that pro-
per attention to this sapect would be
given in future.

4
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67 74 Commerce & Industry The Committee feel unhappy over the

inordinate delay and the resultant loss
(about Rs. 2 lakhs) that had occurred
in this case. In their opinion, with a
better planning and coordination with
the Indian Embassy in Egypt and a
scnse of urgency, the Tea Centre
could have started functioning much
carlier. Moreover, in the absence of
the Tea Adviser designate, the
Centre could have been started under
the guidance of someome else with
some knowledge of catering, etc. during
the interim period. They hope that
such cases will not recur.

68 7¢  Commerce & Industrv The Committee are not convinced of the
reasons justifying the rejection of the
Finance lower offer. They are unhappy to

note that in these days of foreign ex-
change difficulties, the Tea Board
fasled to realise the utomost need to
conserve foreign exchange, and in the
process incurred an  addigonal  ex-
penditure of  Rs.30,000 which could
have been easily avoided. They hope
that the Ministry of Commerce & In-
Justry would issue strict instructions
el in the marter to all concerned so that
i such cases do not recur.
6 " Commerce & Indus-  The Committee desire that 2 provision
try be made in the Rules fixing a time-
hmit withen which the  Annual
Al Munustrics Admenistratton  Reports of the Tea
Board should be published so that
the latest positon showing  the
awrect picture of the  Bowrd s
avalable.  Similar  provisiont should
be maic in the case of other auto-
nomous  badies, wherever does
ot exist  already.

6

O Mino & Fud The Cuomnmitiee fegret o observe that
Jug o 'lethargy’ oo the part of both
the ooflieries and the cess onllecting
waff, hoavy arrears  of coss had scou-
mulated 10 respext of  Jespatches by

e e e e Y VAT 1 o
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means other than rail. They also
observe that instructions issued by
State  Governments to Collectors
to recover the dues, as arrears of
land revenue, had-not brought any
satisfactory  improvement in the
E:ni'ion. The Committee there-
re, desire the Ministry of Mines
& Fuel to examine the feasibility of
dxrectin(g the Coal Controller not to
issue further permits to defaulting
collieries for dispatch of coal untess
they have paid up the cess arreary.
The Committee hope that with the
intraduction of the coupon system
arrears  would not accumulate in
future.

7t 18 Food & Agniculture {1) While the Committee are glad
{Agriculture) to learn that the major portion of
the import of arecanut has now been
entrusted  to the State  Trading
Corporation, they fecl  that this
action should have bern  initiated
much earlier when undulv heavy
margin of profit was going into the
hands of private  importers.  In
fact, & stated in the Audit para the
resolution of the  Govermnment of
Inhia  consuruting  the Arecanut
Commitiee in May 1949 had already
authorised that Commirtec 10 handle
the smport of arecanut themscives.

{11) With the taking over of 3 major
portion  of the impont of arecanut
by the State  Trading Corporstion,
the Committee hope that the market
price m India  will come down
They would desae the Indian Central
Areccanut  Commuttee 10 recommend
the maximum and the minimum
prices for this commodity inconsulta-
tion with the State Trading Cor-
porstion

(i) The Commine would also like
to  invite attention to pars 2(13) of
the Resolution of the Government

T A w0 e S 0 e a e AR L A AnA i e < i
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of India dated the 215t May
1949, which laid down certain
functions of the Indian Central
Arecanut Committee. The Mmistry
should review the position in order
to see what duties are required to
be performed by the  Arecanut
Committee to be of real benefit in
the actual consumers of arecanut
in this country.
[ )

In view of the great need for economy

in the present emergency so as to
strengthen  the sinews of defence,
the Committee feel that large
amounts could be saved if the Annual
Reports of all Public Undenakings
were produced in the simple manner
of the Annual Reports of the various
Ministries of the Governmen: of
Indsa. The Committee 1tryst that
Government  will issue  necessary
instructions e all concerned i thus
matter.

The Committee would like Government

o impress upont the  Ministnes
Undertakings  the  mmperative need
for conserving forcign  exchange in
all possible ways  in the present
junciure, so that it might be utilised
more frustfully for the more pressing
needs of the country.

Tre Commilter Jesire that efforts

should ke made 10 reduce the expendi-
ture on  wiministration and establish-
ment in the Public Undertakings
to the extent pussible without in any
way tmpairing the efficiency.

i nee—
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