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INTRODUCTION

As authorised by the Public Accounts Committee, I do hereby
present this Fifth Report on the Audit Report on the Accounts of the
Damodar Valley Corporation for the year 1960-61, which was laid on
the Table of the House on the Tth August, 1962. This Report was
considered and approved by the Committee at their sitting held on
the 12th December, 1962. A brief record of the proceedings of the
sittings of the Committee also forms part of this Report (Part IT).*

2. A statement showing the summary of the principal conclusions/
recommendations of the Committee is given in Appendix I. For
facility of reference, these have been printed in thick type in the
body of the Report.

3. The Committee also considered the Statement showing action-
taken or proposed to be taken, pursuant to the recommendations of
the Committee made in their earlier Reports relating to D.V.C.
Accounts. This Statement with Committee’s comments thereon also
forms part of the Report. (Part III)®

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

They would also like to express their thanks to the officers of the
Ministry of Irrigation and Power and the Damodar Valley Corpora-
tion for the cooperation extended by them in giving information to
the Committee during the course of evidence

New DeLHI; MAHAVIR TYAGI,
The 12th December, 1962, Chairman,
Agrahayana 21, 1884 (Saka). Public Accounts Committee.

*Not printed. (One cyclostyled copy laid on the Table and five copies
placed in the Parliament Library.)
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I

GENERAL FINANCIAL REVIEW OF THE EXPENDITURE ON THE
PROJECT DURING THE YEAR 1960-61

The Damodar Valley Scheme, a multi-purpose project for the unifi-
ed development of Damodar River Valley aims at (1) Flood: Control;
(2) Irrigation; (3) Generation and transmission of electricity; 4)
Promotion of all-the-year round nevigation; (5) Promotion of
afforestation and control of soil erosion in the Damodar Valley;
and (8) the promotion of public health, agricultural, industrial,
economic and general well-being of the people in the Damodar
Valley and its area of operation.

Pursuant to these objectives, a phased programme was worked out.
The first phase programme comprises: (i) four dams at Tilaiya, Konar,
Maithon and Panchet Hill with a Hydro-electric station attached to
each (except in the case of Konar where the construction of the
station has been deferred on financial grounds); (ii) a thermal power
station at Bokaro with 200,000 K.W. ultimate capacity, (iii) a grid
covering over 800 miles of transmission lines and a number of sub-
stations and receiving stations; and (iv) an irrigation barrage at
Durgapur with 1550 miles of irrigation-cum-navigation channels.

The total expenditure chargeable to these Projects undertaken by
the Corporation is allocated among the three main objects, viz., Power,
Irrigation, Flood Control, and Subsidiary objects. The total amount
of capital is provided by the three Participating Governments, viz.,
the Central Government and the State Governments of Bihar and
West Bengal in the manner envisaged in Sections 30-36 of the D.V.C.
Act, 1948. The Corporation have to pay interest at such rate as may,
from time to time, be fixed by the Central Government. For a
period not exceeding 15 years from the date of the establishment of
the Corporation (i.e., from 1948 to 1963), the interest charges are to
be capitalised.

The following amounts were provided by the three Participating
Governments, as capital required for the projects undertaken by the
Damodar Valley Corporation.

‘ (Figures in Crores of rupees)
During 1960-61 Cumuylative rotal

to the end of
1960~61
Government of India 0.99 36.67
West Bengal 2.60 81.62
Bihar 1.13 29.36
ToraL 4.73 147.65
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The capital expenditure on the various objects, viz., Power, Irriga-
tion, Flood Control and Subsidiary Objects is shown below:—

(Figures in Crores of rupees)

During 1960-61 Cumulative total
®© the end of
1960-61
POWER:
Gross Bxpenditure ¥1.00 106.65
Less receipts by sale of Power (—) 7.83 (—) 27.46
Net 3.17 79.1@
IRRIGATION:
Gross BExpenditure 1.64 41.13
Less receipts by sale of water (—) o.10 (—) o.15
Net 1.54 40.97
Froop CONTROL: 0.39 18.75
SUBSIDIARY OBJECTS: 0.78 7.67
ToTAL 5.88 146.58

Allocation of Expenditure under Sections 32, 33 and 34 of the
D.V.C. Act—Pages T1—19, para 2.

(a) Allocation under Section 32:

The expenditure booked under the head ‘Subsidiary Objects’ upto
the end of 1960-6] amounted to Rs. 7°67 crores. According to Section
32 of the D.V.C. Act, expenditure on these objects is to be treated as
common expenditure payable out of the funds of the Corporation
before allocations are made among the Participating Governments.
The question of allocation was referred to the Attorney-General who
gave the opinion that the expenditure should be shared equally by the
Participating Governments. While the Governments of India and
Bihar accepted the opinion of the Attorney-General, the Government
of West Bengal stated in March, 1961, that they would not agree to
bear any share of the expenditure in question incurred by the

Corporation for purposes other than Irrigation, Power and Flood
Control

During the course of evidence, the Committee were informed that
according to the view held by the Government of West Bengal,
the expenditure incurred by the Corporation on objects other than
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Irrigation, Power and Flood Control should be met by the Corpora-
tion from its own resources, and not allocated among the Participat-
ing Governments. The West Bengal Government, in this connection,
referred to Section 42 of the D.V.C. Act which authorised the Corpora-
tion, subject to the approval of the Central Government, to borrow
money in the open market or otherwise for the purpose of carrying
out its functions under the Act.

As regards the latest position, it was stated that a retired Chief
Justice of the Madras High Court had been appointed as arbitrator
in this case. The Corporation had filed its ‘statement of the case’ on
the 5th July, the Bihar Government on the 7th July and the West
Bengal Government on the 10th August, 1962. The hearing, which
was scheduled to commence on the 1st September, 1962, had, at the
instance of the West Bengal Government, been postponed.

In a note furnished to Study Group ‘A’ of the Committee who
visited the D.V.C. Headquarters on the S5th November, 1962, it has
been stated that the matter was heard last on the 4th November, 1962,
and the regular hearing of the case would commence from 17th
December, 1962. In case adjournment is necessary, the next hearing
will be in February, 1963.

(b) Allocations under Section 33:

A According to Section 33(2) of the D.V.C. Act, expenditure which
cannot be solely attributed to any of the three main objects, namely,
Irrigation, Power and Flood Control and is common to two or more
of them, has to be allocated to each object in proportion to the expen-
diture which, according to the Corporation’s estimates, would have
been incurred in constructing a separate structure solely for that
object. The total expenditure common to more than one of the three
.main objects to the end of 1960-61 amounted to Rs. 53:09 crores,

The allocation, on this basis, of the cost of the dams at Tilaiya,
Konar, Maithon and Panchet which serve more than one of the three
main objects, was finalised and adjusted by the Corporation in the
Accounts for 1958-59. The Government of West Bengal did not, how-
ever, accept the allocation, and suggested arbitration under Section
49 of the Act.

During the evidence, the Committee were informed that an ex-
Judge of the Supreme Court had since been appointed an arbitrator
under Section 49 of the D.V.C. Act. The Arbitrator had originally
called upon the parties to file their ‘Statements of Case’ by the 31st
July, 1962. At the instance of the D.V.C. and the West Bengal Gow-
ernment, this date had been extended to the 1st September, 1962.
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In a note furnished to Study Group ‘A’ of the Committee who
visited the D.V.C. Headquarters in November, 1962, it has been stated
that the different parties had since filed their statements. The matter
was heard last at Madras on 4-11-1962. The hearing of the case is due
to commence from 7th January, 1963. In case adjournment is con-
sidered necessary the next hearing will be in March, 1963.

(c) Allocation under Section 34:

Under Section 34 of the D.V.C. Act, the total amount of capital
allocated to Irrigation has to be shared between the West Bengal

and Bihar Governments, as follows:—

(i) The Government concerned shall be responsible for the
capital cost of works constructed exclusively for Irriga-

tion in its State.

(ii) The balance of capital cost under ‘Irrigation’, for both the
States, has to be shared by the two Governments in
proportion to their guaranteed annual off-takes of water
for agricultural purposes with the proviso that the divi-
sible capital cost would provisionally be shared in
accordance with the previously declared intentions
regarding their respective guaranteed off-takes, and, any
payment made on this basis would be subsequently ad-
justed after determining the guaranteed off-takes.

The Governments of Bihar and West Bengal advised the Corpora-
tion in March, 1957, and January, 1957, respectively, that the annual
guaranteed off-takes of water for agricultural purposes would be as
follows: —

Bihar .. 13,537 acre ft.
West Bengal .. 12,20,000 acre ft.

But no adjustment of expenditure was made on this basis. In January,
1959, consequent on the re-allocation of the cost of dams under section
33 of the Act, the Corporation requested the State Governments of
Bihar and West Bengal to review their guaranteed off-takes for
agricultural purposes. In April, 1961, the Government of Waest
Bengal intimated that they did not propose to calculate the final
guaranteed off-take of water for agricultural purposes for the fol-
lowing reasons:—

(i) As the principle of allocation of cost of dams among the
main objects was to be referred to arbitration any attempt
to allocate cost of irrigation between the two States at
this stage would be premature.
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(ii) The ultimate irrigable command was still to be determined.

(iii) The prospect of rabi irrigation by Damodar Valley Corpo-
ration was very uncertain.

In June, 1961, the Government of Bihar intimated that they would
not require any water for irrigation from any of the reservoirs of
Damodar Valley Corporation and that the irrigation expenditure
debited to them so far should be readjusted on that basis.

While agreeing with this contention, the General Manager, Damo-
dar Valley Corporation décided, in August, 1961, to postpone the
readjustment of irrigation expenditure pending the award of the
arbitrator on the question of allocation of the cost of the dams.

The amount of the expenditure on Irrigation thus awaiting adjust-
ment was Rs. 17:73 crores upto the end of 1960-61 according to the
Corporation and this amount itself had not been accepted by the
State Governments, pending allocation under Section 33.

The Committee regret to observe that though the imperative need
for the expeditious settlement of the questions of allocation under
Sections 32—34 of the D.V.C. Act has been emphasised by the succes-
sive Public Accounts Committees in the past, no settlement could be
reached because of divergent views on the matter. As the Project
has already entered upon the final phase of its execution, and the
Revenue Accounts of the Project are due to be opened from 1963-64
for evaluation of its financial working, the Committee urge that the
arbitration proceedings should be speeded up. The Committee also
trust that, after the arbitrator has given award on the question of
allocation under Section 33, immediate steps will be taken to resolve
differences on the question of allocation under Section 34.

‘Non-recovery of irrigation dues from the West Bengal Government—
Foot-note to the Balance Sheet of the D.V.C. (as on 31st March,
1961), page 49.

2. A sum of Rs. 1'68 crores was outstanding against the Govern-
ment of West Bengal for water rates for the period 1954—1960, of
which post-1958 claims amounting to Rs. 1-42 crores had been disputed
by the Government of West Bengal on legal grounds. Pre-1958 claims
amounting to Rs. 26 lakhs had also been questioned on other grounds.

During the course of evidence, the General Manager, D.V.C,, stated
that the Corporation had fixed rates for the bulk supply of water
under the D.V.C. Act, and issued bills to the West Bengal Govern-
ment on the basis of these rates. Later on, in 1958, the West Bengal



Legislature passed an Act in terms of which, out of the total amount
realised by the West Bengal Government from the cultivators on
account of water rates, deductions would be made on account of
collection charges, etc. and the balance shared between the D.V.C.
and the West Bengal Government on a basis to be agreed upon. The
West Bengal Government held the view that the State Act would
over-ride the provisions of the D.V.C. Act. The matter was referred
to the Attorney-General who, while generally feeling that the State
Act was ultra vires, stated that the position was not altogether free
from doubt.

As regards the pre-1958 bills, the witness stated that there was a
difference of opinion between the Corporation and the West Bengal
Government as to the acreage served by the D.V.C. water. As the
test notes of the irrigated area had been prepared by the West Bengal
Government officials, the Corporation was now agreeable to accept
payment from the State Government on the basis of the latter’s
records.

Explaining the stand taken by the West Bengal Government in
the matter, the representative of that Government on the Corporation
stated that the State Government were not agreeable to the rate of
Rs. 10 per acre, fixed by the Corporation, from the very beginning.
That Government proposed that, in consonance with the recommen-
dations of the Taxation Enquiry Commission and the Irrigation
Seminar, the irrigation rates for the first few years should be lower
and gradually increased to reach the maximum (Rs. 10). Calculated
on this basis, the amount payable by the West Bengal Government
worked out to Rs. 85 lakhs only. Asked as to why the State Govern-
ment did not pay Rs. 85 lakhs to the Corporation, pending the settle-
ment of the dispute between them and the Corporation, the witness
stated that the liability for this amount had been admitted by the
State Government although it had not actually been paid.

. The Committee are glad to learn that differences between the
Corporation and the State Government in respect of pre-1958 bills
have been narrowed down, and the matter is now nearer solution.
As regards the post-1958 bills, they, however, regret to observe that
the stalemate between the Corporation and the State Government
still continues. The Committee would, once again, emphasise that
whatever the constitutional position, a satisfactory solution to the
question can be arrived at only on practical considerations. The
Committee desire the Corporation to examine the feasibility of accept-
ing the payment of Rs. 85 lakhs from the West Bengal Gov-
ernment on a provisional basis, pending final settlement in the matter.
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They would also desire the Central Government to evince greater
interest in the matter and help the parties reach an agreement, as
undue delay in the realisation of irrigation revenue cannot buk
seriously jeopardise the financial interests of the Corporation..



) {
IRRIGATION, NAVIGATION & POWER
‘Utilisation of irrigation potential—page 6 of Annual Report, 1960-61.

3. According to departmental reports, 6,39,235 acres were irrigated
-during the Kharif season against the irrigation potential of 9,19,000
acres. The entire potential created at the outlet heads could not be
utilised because of lack of village channels and appurtenant works
the construction of which was the responsibility of the State Govern-
ment concerned and also unauthorised cutting of bunds etc., by the
public due to which smooth operation of the canals was not possible.

The target of Rabi irrigation was fixed at 40 thousand acres, but,
according to the Engineers of the Corporation, only about 15,576 acres
received such irrigation.

The matier was considered by the Public Accounts Committee
(1961-62) who desired that high priority should be assigned to the
-construction of field channels in the Third Five Year Plan.

During the course of evidence, the Committee were informed that
under the Third Five Year Plan, Rs. 325 lakhs had been provided
for the construction of field channels and Rs. 250 lakhs for the cons-
truction of water courses (i.e.,, channels bringing water upto a block
of 150 acres). These courses would be constructed by the Corpora-
tion. The construction of field channels would be the responsibility
of the State Government. A sum of Rs. 32 lakhs had been sanctioned
by the Corporation for the construction of water courses during the
-current year, and a special designs organisation with a Superintending
Engineer, as its incharge, had been set up for the purpose. The
entire irrigation potential was expected to be utilised by the end of
the Third Five Year Plan. In reply to a question, it was stated that
due to scanty rainfall in the D.V.C. canal area this season, great short-

age of water for irrigation was felt.

During the course of their visit to the D.V.C. Headquarters on the
5th November, 1962, the Study Group ‘A’ of the Public Accounts Com-
mittee were given to understand that there had not been any subs-
tantial improvement in the utilisation of the D.V.C's irrigation

‘potential during 1961-62.



.The Committee feel greatly concerned at the continued shortfall
in the utilisation of the D.V.C.’s irrigation potential during both the
Kharif and Rabi seasons. It is unfortunate that while the shortage of
water for irrigation was keenly felt in the lower valley, nearly 30%
of the D.V.C.’s irrigation potential intended for the purpose could not
be utilised due to lack of proper planning. Such shortfalls, the Com-
mittee would like to point out, not only jeopardise the financial in-
terests of the Corporation, but also undermine one of the avowed
objects of the setting up of the Corporation. In view of the impera-
tive need for raising the agricultural production of the area to the
maximum, the Committee desire that not only the pace of excavation
of field channels and water courses should be accelerated but also all
other measures for the fuller wutilisation of the created irrigation
capacity be taken without any further delay.

Irrigation-cum-Navigation Canal—pp. 6-7 of Annual Report, 1960-61
and paras 20-27 of 39th Report of P.A.C. (1961-62).

4. An Irrigation-cum-Navigation canal, 85 miles long, was cons-
tructed by the Corporation in June, 1959, at a cost of about Rs. 4
crores, the last 35 miles of the canal being intended mainly for navi-
gational use. In June, 1958, an annual revenue of Rs. 33 lakhs was
estimated from the navigation canal. The Navigational Canal was
scheduled to go into operation from 1st July, 1959, but in September,
1959, a bridge-cum-regulator, constructed in July, 1958, at a cost of
Rs. 2-3 lakhs, collapsed, rendering the canal unfit for use. The P.A.C.
(1961-62) who considered the case were informed that no responsi-
bility could be fixed as the cause of this collapse of structure had not
been finally established. In a statement furnished by the Ministry of
Irrigation & Power (Part III, S. No. 20)*, it has been stated that views
expressed by the Chief Engineer of the Corporation are at variance:
with the views expressed by the then Member (Designs and Research)
of the Central Water & Power Commission which have now received
support from the tests conducted at the Poona Research Station.
The matter was considered by the Corporation who decided that, in
view of the difference in technical opinions, the matter might be-
referred to a Committee of Engineer representatives from the
C.W.P.C,, West Bengal Government and the Corporation for further
study and advice in regard to the causes of failure of the regulator.
The same Committee would also recommend remedial measures, if’
any, after inspection of other structures of similar design on the canal

From the evidence tendered before the P.AC. (1961-62), the-
Committee observe that the same artesian well-like phenomenen,
which had occurred in the case of the structure which had cellapsed,
had been noticed at some other points also in the canal system (vide-

*Not Printed.
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para 28 of 30th Report, 1961-62). The Committee, therefore, trust
that the Technical Committee of Engineers will finalise their findings
at an early date so that remedial measures, if necessary, may be
applied te other structures of this design, well in time. The Com-
mittee further trust that, after the cause of collapse of the structure
is finally established, the question of fixing resposibility will also be
examined by the Corporation.

5. After the collapse of the said bridge-cum-regulator, water was
being flowed only in the first 50 miles of the canal for irrigation and
the lower part of the canal (35 miles), meant exclusively for navi-
gation, had been kept dry. To a question from P.A.C. (1961-62)
whether the water available would be sufficient for both irrigation and
navigation, when the canal was opened for navigation, the reply was
that the existing reservoirs could supply water either for irrigation or
for navigation. In order to meet the anticipated requirements of water
for both the purposes, the Corporation had suggested the construc-
tion of another Dam—Fifth Dam. The P.A.C. (1961-62) found it
difficult to appreciate why the Corporation should have undertaken
the construction of the navigational section, pending a decision on
the construction of the Fifth Dam. They felt that if the Corporation
was to avoid losses, there was hardly any alternative but to make early
provision for supply of additional water to the canal. They, accord-
ingly, called for a speedy review of the situation by the Corporation
and the Participating Governments. In a note furnished by the
Ministry of Irrigation and Power [Part III, S. No. 19(iii)},* it has
been stated that the matter was discussed by the representatives of
the West Bengal Government and the Corporation. Final views of
the State Government are awaited.

In view of the losses suffered by the Corporation in running the
canal, the Committee consider the delay in arriving at a final decision
in the matter as unfortunate. They would, therefore, again urge for
an early decision in the matter.

6. As regards the latest position of the canal, the present Com-
mittee were informed during the course of evidence that all import-
ant works on the canal had been completed and it was now possible
for the boats to enter and leave the canal. The main obstruction at
present was three bamboo bridges, constructed by villagers. The
dismantlement of these bridges was a law and order problem. The
problem of silting was also faced at the end of the canal where it
fell into the channel. A dredger would, therefore, be required for

*Not Printed.
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maintaining communication between the ¢hannel and the River
Hooghly. With this end in view, an order for g dredger and ancillary
equipment had been placed by the Corporation. An agreement had
also been entered into with the West Bengal Government for the
loan of a dredger by that Government to the Corporation.

The Committee observe that the Corporation is already more than
three years behind schedule in opening the canal to traffic. They
trust that all necessary steps will be taken by the Corporation to
ensure the opening of the canal at an early date.

POWER

Durgapur Thermal Power Station—paras 39—44 of 39th Report
(1961-62) and p. 15 of Annual Report, 1961-62, para B.

7. The work of constructing a Power Station at Durgapur with
two units of 75 MW each, and of installing a 4th unit of 75 MW at
Bokaro was taken up by the Corporation in November, 1956, and the
following target dates were fixed for their commissioning: Durga-
pur, First Unit—30.6.1959; Second Unit—31.10.1959; Bokaro, Fourth
Unit—31.8.1959. None of these units had, however, been commissioned
by the target dates. A test of the Fourth Unit revealed the failure
of thrust bearings of turbo-generators. The commissioning of the
other two units had been held in abeyance till the 4th unit was
commissioned as all the three units were supplied by the same
contractor. The failure was ascribed to inadequate experience of
the suppliers (Messrs. MAN) in the manufacture of turbines of the
specified size and design.

During the course of evidence, the Committee of 1961-62 were
informed that the duplicate copy of the supplier’s tender was not
sent to the Consulting Engineers for their written opinion, on the
suitability of the firm, in accordance with the usual procedure. The
P.A.C. (1961-62) had deplored that, having secured the services of the
Consulting Engineers at a cost of Rs. 42 lakhs, the Corporation should
have failed to utilise fully their expertise in the selection of a tender
for the complicated machinery like the turbo-generators

In a statement* furnished by the Ministry of Irrigation and Power,
the above comments of the Committee of 1961-62 are stated to have
been ‘Noted’.

The Committee would like to observe that mere ‘Noted’ does not
meet the requirements of the P.A.C’s comments referred to above
They desire the Corporation to examine the question of fixing respon-
sibility for deviation from the normal practice in the case of the
tender from Messrs MAN.

*Part III, S. No. 24 (i). Not Printed, °
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8. As regards the question of imposing penalty on the suppliers,
it has been stated*® that no penalty had been imposed for delayed
commissioning of generation units as the Corporation and the suppli-
ers had not yet come to an agreement about the dates on which these
units should be treated as commissioned. The contract also provides
for penalty under Performance Guarantee. The suppliers are now
engaged in preparatory work for carrying out performance tests.
When these tests have been completed, the question of imposition
of penalty for delayed commissioning and for unsatisfactory perfor-
mance (if any) will be considered. The Committee would like to
have a further report in the matter.

9. As regards the latest position regarding the functioning of the
units, the Committee were informed during the course of evidence
that the defects found in the turbo-generators were of a serious
nature, necessitating large-scale modifications. Holes were being
dri'led in the rotors. This process would take about 2-3 months, and
would have to be repeated in case of each unit.

The Committee feel concerned over inordinate delay in the com-
missioning of the three units. It is hardly necessary for them to
emphasise the key importance of the D.V.C. power system in the
industrial build-up of the region. They desire that all-out efforts
should be made by the Corporation to put the plant in the proper
working order at the earliest possible date.

*Part II1, S. No. 24 (ii). Not Printed.
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FINANCIAL IRREGULARITIES AND LOSSES

Execution of works without entering into agreements with contrac-
tors—Page 80, para 4.

10. In para 25 of the Eighteenth Report, the Public Accounts Com-
mittee (1955-56) had re-affirmed the views of a previous Committee
that, save in exceptional circumstances, no work of any kind should
be commenced without the prior execution of contract documents, as
such a course made the liability of Government wholly indetermin-
able and placed them entirely at the mercy of the contractors.

In the period 1958-59 to 1960-61, one hundred and twenty-one works
estimated to cost over Rs. 47-5 lakhs (approximately) were entrust-
ed to contractors by the Engineers in different projects of the Cor-
poration before entering into formal agreements with them. Of
these, in 62 cases estimated to cost approximately Rs. 25 lakhs, formal
agreements were entered into only after the stipulated dates of
completion and extension had to be granted automatically as no
penalty could be imposed.

In extenuation, the representatives of the Corporation stated that
during the period under review about 3,000 contracts were awarded
by the Corporation. Of these, the number cf contracts in which the
condition of prior execution of contract documents was not observed,
was only 121. Most of these contracts related to desilting and repair
works, to keep the irrigation canals going. As all these works had
to be carried out within the working season (from 1st April to 15th
June), the Engineers concerned, acting under a sense of urgency,
issued work-orders, without prior execution of contract documents.
The C. & A. G, however, pointed out that the contracts referred to in
the Audit para were almost uniformly spread over the whole year,
and not concentrated during the period of 1st April—15th June. He
further pointed out that in quite a number of cases, the contractors
had taken 8 to 18 months in completing the works. In the light of.
these facts, the Committee find it difficult to accept the explanation
of the Corporation. They feel that due regard as not paid by the
officers of the Corporation to the aforesaid oft-repeated recommenda-
tion of the Public Accounts Committee. :

11. As regards the risks involved in cases of the present type, the
General Manager, DVC, stated that although contract documents had
not been formally executed before the commencement of works, the

13
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contractors concerned had bound themselves to abide by the condi-
tions laid down in the tender form. The acceptance of the Corpora-
tion had also been conveyed to the contractors in writing. As such,
the liability of both the parties—the contractors as well as the DVC—
had become more or less defined. It was also stated that the earnest
money deposited by the contractors at the time of submitting their
tenders could be forfeited by the Corporation in cases of default.
The C. & A. G. pointed out that these safeguards were not adequate
against defaults by contractors and suggested that, in cases of the
present type, the Engineers issuing work-orders prior to execution of
contract documents might be required to make an immediate report
to the General Manager to enable him to examine whether the cir-
cumstances of the case justified a departure from the normal practice.
The Secretary, Ministry of Irrigation and Power agreed with this
suggestion.

The Committee desire that immediate effect should be given by
the Corporation to the above suggestion of the C. & A.G. They fur-
ther desire that, even in cases where a departure from the normal
practice is found to be justified on grounds of urgency, care should
be taken by the Corporation to ensure that the codal requirements
are fulfilled within the minimum peossible period after the commence-
ment of works.

Loss on running a Cold Storage Plant—page 81, para 5

12. In 1956-57, the Corporation set up a Cold Storage Plant as an
industrial venture and incurred an expenditure of about Rs. 6 lakhs
on it. The Plant worked at a loss up to 195960, except during 1958-
59 when a profit of Rs. 2,499/- was made. The cumulative net loss up
to 1959-60 was Rs. 1-67 lakhs (approximately) against the antcipated
profit of 12:9% on the capital.

In April, 1957, the Corporation approached the Government of West
Bengal to take over the plant, but in November, 1957, they declined
to take it over on the ground that it was not possible to run it as
a commercially successful scheme. Later, in 1959, the Government
of West Bengal agreed to take over the Plant but it was stated in
October, 1981, that they were still considering the question.

During the evidence, the Committee desired to know the justifica-
tion on the part of the Corporation in undertaking this venture. The
General Manager, DVC, stated that the intention of the Corporation
in undertaking this venture was to promote the agricultural well-
being of the area by providing the farmers with cold storage facili-
ties for their produce. In this connection, he referred to section 12(b)
of the DVC Act which authorised the Corporation to promote the



“agrioultural, economic and gemeral well-being”’ of the area. The
C. & A.G., however, pointed out that while the words used in section
12(a) of the DVC Act were “promotion and operation of schemes for
irrigation, water supply and drainage”, the word used in section 12(k)
was “promotion” only. He, therefore, felt that, in undertaking this
venture, the Corporation had exceeded the powers vested in it by
the DVC Act. The Secretary, Ministry of Irrigation & Power also

felt that this was hardly a project which could be appropriately
handled by the Corporation.

In the opinion of the Committee, there was no justification on the
part of the Corperation te have undertaken the Cold Storage Schems
which did net come within the purview of the specific functions
assigned to the Corporation by the DVC Act. They trust that the Cor-
poration will, henceforth, take care to desist frem schemes, not spe-
cifically authorised by the Act.

13. The Committee, then, desired to know the basis on which the
anticipated profit of 12-9% was calculated. The General Manager,
D.V.C, stated that the scheme as originally envisaged was to buy seed
potatoes when prices were low and to sell them when prices were -
high. A profit of 12-9¢ was expected under the market conditions
then prevailing. Later on, however, the Corporation felt that the pub-
lic funds should not be invested in a venture, having an element of
speculation. It was, accordingly, decided to restrict the scope of the
Plant to hiring out of storage space only. Appearance of private com-

petitors who offered more favourable rates and facilities resulted in
the loss.

The Committee are not satisfied with the above explanation of the
Corporation. In their opinion, the wide disparity between the anti-
cipated and actual financial results of the Scheme as alse the decisiom
of the Corporation to change the scope of the plant hardly when it
had been set up indicate that the Corporation had embarked upen
the Scheme without having weighed it in all its aspects.

14. As regards the question of handing over of the plant to the West
Bengal Government, the Secretary, Ministry of Irrigation and Power,
stated that the West Bengal Government had agreed to take over this
plant alongwith the Spun Pipe Factory, run by the Corporation, om
a oost-minus-depreciation basis. Before the Plant and the Factory
could be actually handed over to the State Government, a few for-
malities had to be settled, which would take about a month or so.
The Committee wquld like to be informed of the date of actual hand-
ing over.
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Short-realisation of Bihar-Sales Tax from buyers of surplus equip-
- ment—pages—81-82, para 6. ‘

- 15, In November, 1954, the Superintendent of Sales Tax, Dhanbad
(Bihar) wrote to the Damodar Valley Corporation requiring it to
register itself as a “dealer” under the Bihar Sales Tax Act. The Cor-
poration did so only on 27th November, 1956.

The Corporation made payments of sales-tax amounting to Rs. 4:70-
lakhs on sales of surplus stores during the period April, 1954 to Sep-
sember, 1959. ' Of this amount, the Corporation had realised only
Rs. 1'44 lakhs approximately from buyers upto January, 1962.

Even after 27th November, 1956 (the date on which the Corpora-
tion registered itself as a “dealer”), the Corporation delayed includ-
ing a provision in the release orders which would enable it to recover
sales-tax from the buyers of surplus material. In January, 1958, the
Corporation preferred an appeal to the Deputy Commissioner, Sales.
Tax, but it was dismissed in September, 1960. It was only thereafter
that the Corporation took steps to present supplementary bills to the
concerned parties for the recovery of Sales Tax.

In extenuation of the delay on the part of the Corporation in get-
ting itself registered under the Bihar Sales Tax Act, the General
Manager, DVC, stated that the Corporation was in doubt whether it
could be a “dealer” under the Sales Tax Act, as it was not in the
business of “selling”. The sale of surplus stores by the Corporation
was only incidental to its main functions. The matter was also refer-
red to the Ministry of Law who furnished the Corporation with two
opinions of the Attorney-General in November, 1956. In his second
opinion, the Attorney-General had stated that in similar cases, it
was open to doubt whether the Government of India could be regis-
tered as a “dealer”. He also stated that, according to certain decisions
of Sales-tax Authorities of West Bengal and Bihar, surplus stores
were not to be subject to sales-tax. Having in view the opinion of
the Attorney-General, the Corporation decided not to get itself
registered.

The Comptroller & Auditor General, however, pointed out that
in December, 1954 (long before the Attorney-General’s opinions had
been received), orders were issued by the Corporation directing the
Maithon Project to get itself registered immediately under the Bihar
Sales Tax Act. No action was, however, taken on these orders. On
the 29th June, 1956, the Corporation issued another ‘immediate’ order,
marked to all officers, which, inter alia stated. “the Corporation has
decided that the actual amount of sales-tax calculated at the prevail-
ing rate on the value of surplus and unserviceable stores should be
recovered in the shape of sales-tax”. No actiom was taken on these
orders also. On the 26th July, 1956, the Corporation requested the
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-Commis'sioner of Sales-tax to allow the Corporation to get itself regis- ’
tered with the Hazaribagh Circle under Rule 10 of the Bihar Sales-
tax Rules. This permission was granted on the very next day, viz.,

the 27th July, 1956. In spite of this no tax was charged on the sales
made after that date.

In the light of the sequence of facts mentioned above, the Com-
‘mittee are unable to accept the explanation offered by the Corporation.
'They feel concerned that the Corporation should have been so obli-
'vious of its financial interests as not to have taken any steps for
-charging sales-tax from the purchasers for a period of nearly six
years. The plea of ‘doubt’ advanced by the Corporation for its inac-
tion during all this period does no credit to an organisation like the
D.V.C,, run on commercial lines. Another unfortunate aspect of the
matter is the manner in which ‘immediate’ orders issued by the Cor-
poration in 1954 and 1956 were disregarded by its officers. In the opi-
nion of the Committee, this was a serious lapse on the part of the offi-
cers concerned for which disciplinary action is called for.

Writes-off and losses—Page 82, para 7(i)

16. Six tractors and one Power-wagon were purchased by the
Mechanised Earth Moving Division during the period September, 1949
to May, 1950, at a cost of Rs. 2:65 lakhs. These machines worked bet- -
ween 9% and 47% of their life during December, 1951 and April, 1955.
The machines were declared as surplus to the Division in 1955 and to
the Corporation in 1956. In 1959, the equipment was sold to private
parties for Rs. 10,600/~ against the depreciated value of Rs. 1-94 lakhs,
resulting in loss of Rs. 1-84 lakhs.

During the evidence, the Committee were informed that all the
machines were in a dilapidated condition and had been reduced vir-
tually to junks. The Power Wagon was a Dodge pick-up with high
gear ratio. It had worked for over 42,000 miles and exhausted its
life. 'The tractors were of three types, viz, Allis Chalmers’ H. D. 10,
Hanomag K.V. 10 and Minneapolis Memphis. H.D. 10 had become
an obsolete model, and its spares were difficult to procure. After
these tractors had gone out of order, there was no alternative but
to cannibalise them. Hanomag K.V. 10 was tried at Panchet. Tt fail-
ed to drag even a small water tanker behind it and became unser-
viceable after working for 754 hours, as against its normal life of
8,000 hours. (It was sold for Rs. 654 only). The other tractors also
did not fare well. The poor performance of the tractors was ascribed
to inherent defects in the machines and their unsuitability for earth-
moving and land reclamation work for which they had been purchas-
ed. Asked whv these tractors were purchased when they were
not suitable for the job, it was stated = that the - Corpo-
ration did not have sufficient experience at the time and were guid-
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ed in the purchase by the thew Clvef Engineer who was considered
to be an expert in the wmatter.

The Committee regret to observe that all the tractors purchased
by the Corporation had inherent defects and lsemms unserviceable:
after working for only 99, to 479, of their normal life. It is clear
to the Committee-from the Eacts of the case that, before making puwr-
ehases, the Torporation had failed to make a praper asscssment of
the quality of the tractors, and their suitability for the imtended jobs.
The Committee trust that the Corporation will draw upen their expe-
rience in the present case and exercise greater care while making suely
purchases in future,

17. To exarnine the matter further, the Committee desired the Cor-
poration to furnish the following information: —

(i) whether, in view of the poor performance of the tractors
(perticularly, Hanomag KV 10), the Corporation had
taken up the matter with the manufacturers with a view
to rectification of defects therein;

(ii)) whether, there is anything on the record of the Corpora-
tien to show which parts had been removed from these
tractors, and used in other tractors.

This information is still awaited. The Comumittes would defer
their comments till the information s received from the Corporation.

Loss of cash amounting to Rs. 19,000/- Page 83, para 7 (iii)

18. In April, 1961, a shortage of Rs. 19,000/- was noticed with one
of the cashiers of Transmission System Construction Division IIT
(Gaya).

The Accounts Officer in charge of the Division was asked to investi-
gate the case and a report was also made to the police. Further action
on the basis of the police investigation was awaited.

The Committee were informed that four officers—Executive Engi-
neer-in-Charge of the Division, Cashier, Divisional Accountant and'
Assistant Grade IT—-had been placed under suspension, and a case
had been lodged against them. No departmental action had been
taken as the matter was sub-judice, and the relevant documents were

in police custody.

The Committee regret to obaerve that, though mearly one and a
"half years have elapsed since the irregularity came to light, diseipli-
nary action in the matter has not yet been initiated. The explanation
of the Corporation for delay in instituting disciplinary procecedings
fs not acceptable to the Committee. They would, in this connection,
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Mo to draw attention to para 80 of their 5th Report and para 13 of
their 13th Report (1st Lok Sabha) wherein they recommended that
departmental proceedings against suspected officials should not be
held up pending the outcome of eriminal proceedings and that pho-
tostat copies of all documents having an important bearing on the
disposal of the case should invariably be kept. The Commitee trust
that the Corporation will deal with disciplinary cases with greater
promptness in future. The Committee would like te be informed
sbout the final outcome of this case.

The Commmiitee have from time to time come across cases of delay
in Instituting departmentul proceedings on the ground that the matfer
wag cither swb-judice or under fuvestigation by Police. The Com-
mittee desire the Mindstry of Home Affufrs to fssue clear instructions
in the matter with a view to obviating delays of this type.
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MAINTENANCE OF ACCOUNTS
Acquisition of lands for D.V.C. Projects—Pages 78-80, para 3.

19. The D.V.C. deposited a total amount of Rs. 3-8 crores during
the period 1949-50 to 1960-61 with the Land Acquisition Officers for
the acquisition of lands for Tilaiya, Bokaro, Konar, Maithon and
Panchet Hill Projects.- Even though the projects were completed in
1852, 1853, 1955, 1957 and 1959 respectively, it was reported by the
Director of Rehabilitation and Land Acquisition in March, 1961, that,
as the accounts of the amounts deposited had not been finalised even in
a single case, an approximate amount of Rs. 30 lakhs due to the Cor-
poration from the advance deposits could not be refunded to the Cor-
poration. The land accounts in the forms prescribed by the Corpo-
ration in 1954 and 1956 were not maintained properly by the respee-
tive Accounts Officers and Project Officers with the result tha¢
correct information regarding the extent of land acquired and taken
possession of, the amount of compensation awarded and the amount
refundable to the Corporation, was not available.

In respect of the lands acquired for the Barrage & Irrigation Pro-
ject, West Bengal, the Corporation paid a sum of Rs. 2:02 crores up-
to 1960-61, but the records prescribed by the Corporstion had not
been maintained properly to exhibit the correct position of the lands
actually acquired and taken possession of, against those paid for.

During the course of evidence, the General Manager, D.V.C., stated
that the position regarding land accounts revealed in the Audit para
related to the period prior to May, 1962. As a result of efforts made
since by the Corporation, the position had improved. The Land Regis-
ters maintained by the Director of Rehabilitation and Land Acqui-
sition and the Corporation were now, by and large, complete, and
furnished all the material particulars. In some cases where post-
ings were not yet complete, the main reason was that the Corporatiom
had not been able to obtain all the information called for from the
Land Acquisition Officers concerned, who were State Government
OmCiAIﬂ. g T "“’l’"f"’di"‘!m

While the Committee are giad to learn that the Land Registers
maintained in the Corporation are now, by and large, complete. they
cannot help observing that the officers of the Corporation had failed
to maintain proper land accounts even years after the lands had bheen
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acquired till the matter was included in the Audit Report. This the
Committee consider as indefensible. The Committee now desire that
a leeway in the maintenance of uptodate land accounts should be
made without any further delay. They would like the Comptroller
& Auditor General to re-examine the position in this regard and
bring the matter to the notice of the Committee through his next
year’s Audit Report. The Committee also desire that the question
of refund of Rs. 30 lakhs due to the Corporation from advance de-
posits made with the State Governments should be pursued vigorously.

‘Outstanding Objections—Pages 84-85, para 8

20. Thirty-six objections, brought to the notice of the Corporation
up to the end of 1960-81 through the reports of Monthly Results of
Audit, were not disposed of up to 31st August, 1961. There were
also other objections covering an amount of Rs. 16'07 crores issued
upto the end of 1960-61 and remaining undisposed of upto 31-8-1961.

Some of these date back to the years 1952-53, 1956-57, 1957-58 and
1958-59.

During the course of evidence, the Committee were informed that
a circular was issued by the Corporation in 1960 which enjoined on
the field officers to dispose of Audit queries within ten days. A re-
gister showing the progress of replies received from the field officers
‘was opened at the Headquarters which was checked every fortnight.
In case replies were pending from any field officer, reminders were
issued by the Deputy Secretary-in-Charge. It was, however, added
that while every effort was being made to adhere to the prescribed
time-limit, it was not possible to do so in each case.

While the Committee appreciate the difficulty in adhering to the
prescribed time-fimit in each case, they see no reason why it should
not have been possible for the Corporation to settle old objections
which were pending since 1952-53. The Committee disapprove of
such delays as this often results in continuance of irregular expendi.
tare which might involve the Corporation in losses, etc. They desire
that determined efforts should be made by the Corporation to ensure
speedy disposal of Audit objections. They would like to watch the
position through futuare Audit Reports.

Proforma Accounts—page 86, para 9(C)

21. The prodbrma Accounts of the Fishery Scheme for the year
1960-61 had not been received by Audit upto 25th August, 1962.

In evidence, the Committee were informed that the Accounts of
the Fishery Scheme had been maintained since the inception of the
Scheme, but not in the form of Proforma Accounts. It was suggested
by Audit that the Accounts of the Scheme should be in the form of
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proforma accounts showing total receipts and expenditure (including:
capital, operationg and maintenance expenditure). This required

calculation of stock-in-hand, taking into account the guantity and

size of fish, rate of mortality, etc. As the Corporation was new in the
line, a reference was made to the West Bengal and Madras Govern-
ments who informed that they were not maintaining fishery accounts.
in any specific form. The Corporation them evolved an elaborate

form showing the accounts of the Scheme from its inception to the
end of 1960-61. The new form had been sent to Audit for comments.

The Fisheries Adviser to the Government of India would also be:
consulted.

The Committee note the difficulties experienced by the Cerpora-
tion in preparing Proforma Accommts of the Fishery Scheme. They,
hewever, feel that eight years is too long a period for evelving just
the draft frem of thewe Aceounts. The Comwittee expect greater
prompiness frem an srtonomons oryanisation like the DVC. The Coms--
mittee trust that afier comments from Awdit and Fisheries Adviser
on the draft form are received by the Corporation, it will lose we

time in finslising the __sconnta,
Suspense Balances—Pages 36—88, para 9(F)

. 22. Against the total outstandings of Rs. 1'31 crores (debit) under
the head “Miscellaneoug Advances”, Rs. 27-84 lakhs (debit) under
“Transfers Divisionial” and Rs. 37-30 lakhs (credit) under “Purchas-
es™ at the end of March, 1961, the amounts which rematned uncleared
for more than two years amounted to Rs. 33:93 lakhs (debits),
Rsa. 5:58 lakhs (debits) and Rs. 13-92 lakhs (eredit) respectively re-
presenting 26%, 20% and 379, of the total outstandings. Of the
outstandings awaiting clearance for more than two years under
“Miscellaneous Advances”, Rs. 1-96 lakhy was recoverable from
private parties and Rs. 11-40 lakhs from other Projects/Governments
on account of value of stores and equipment sold to them. Same of
the ftems under the head “Transfers Divisional (Debit)” were out-
standing since 1966-08.

The Committee were informsed that the outstandings had come
down to Rs. 72:45 lakhs under the head ‘Miscellaneous Advances’, to
Rs. 9-96 lakhs under the head ‘T'ransfers Divisional’ and to Rs. 14-95
Jakhs under the head ‘Purchases’ as on 31.3.1962. To improve the
position further a numiser of meassres were proposed to be taken.
These would include the setting up of a special cell for the clearance
of outstandings. The Committee referred to the outstandings under
the head “Transfers Divisional’ and desired to know the difficulties
in the mira-departmental adjustment of debits. The General



Manager, D.V.C,, adimitted that the delay in the adjustment of thewe-
debits had been inerdinate.

While the Committee are glad that the amount of outstandings
under ‘Suspense’ has considerably come down, they feel that the posi-
tion is still not satisfactory. The Committee are particularly cencern-
od at old outstandings some ef which have been pending clearance
since 1955-56. Amother unsatisfactory aspect of the matter is large
outstandings under the head ‘Iransfers Divisional’. The Committee-
fail to understand why there should have been so much delay in the:
intra-departmental adjustment of debits. With a view to reducing
the outstandings to the barest minimum the Committee urge that
transactions under suspemnse heads should be reviewed at frequent
intervals so that no item remains unadjusted longer than is reason--
ably necessary to bring about its clearance in the ordinary course.
The Committee trust that the setting of the special cell would accele-
rate the pace of clearance of outstandings.

23. As regards the outstandings amounting to Rs. 1-96 lakhs due-
from private parties for over two years, the Committee were informed’
that steps were being taken to recover these. In respect of one of
the items falling in this category, viz., outstandings on account of
sales-tax, it was stated that the Corporation was finding it difficult to-
effect recoveries. The Committee desire that determined efforts
should be made to recover these outstandings and a report made to-
them before they take up Accounts for the next year. They would’
also like to be furnished with a report regarding the adjustment of
Rs. 1149 lakhs due from other Projects/Governments on account of
sale of stores and equipment.

Reconciliation of Stores Ledger Balances with those appearing in the:
Financial Accounts—Page 88, para 9(F)

24. At the end of 1960-61, the Financial Accounts of the 38 divi--
sions and store depots of the Corporation showed a closing stock
balance of Rs. 4'72 crores. Of these, 17 units had completed
(January, 1962) reconciliation of the balances ag shown in the stores
ledgers with those appearing in the Financial Accounts (Rs. 1-39-
crores). In 7 units, reconciliation had been completed and was under-
check in the Accounts Department of the Corporation. In the rest
of the Units the delay in completing reconciliation was due to the-
ledger balances not having been extracted and totalled.

During the course of evidence, the General Manager, DV.C.,
stated that reconciliation of Store Ledger balances with those appear.
ing in the Financial Accounts had been completed in all the units:
except two. In one of these divisions, a theft had taken place and’
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the person concerned had been committed to Sessions. In the other
Division, the Stores Officer had been placed under suspension for an
irregularity. Internal Audit had been asked to assess the value of
stores missing and to find out whether it was a case of misappropria-
tion. Further action in the matter would be taken on the finalisa-
tion of the detailed enquiry being held. The matter would also be
reported to the Special Police Establishment, if necessary. The
Committee would like to be furnished with a further report in the
matter.
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OUTSTANDING RECOMMENDATIONS

Loss due to acceptance of materials below specification (M.E.M. Divi--
sion) —paras 20-21 of the 36th Report of P.A.C. (1960-61).

25. In paras 20-21 of their 36th Report (Second Lok Sabha), the
P.A.C. (1960-61) considered a case in which the purchase order issued
by the Corporation provided that the stores (Phospher Bronze Bar
and Cores) to be supplied by the sellers must be strictly according
to specification and if, within 7 days of the date of the receipt of
the materials, any deviations from the specification were found, re-
placement would be made free of all charge by the sellers. The bills
for the materials supplied were, however, paid in October and
December, 1952, without subjecting the materials to any test, and on
the basis of the supplier's own certificates that the supplied materials
were according to the approved specifications and that, if at any
stage, they were not found upto specification, they would accept the
decision of Industry and Supplies Department or replace the
materials. Subsequently, the chemical examination of the samples
made at the Alipore Test House revealed that the materials were far
below specification. The Corporation, instead of referring the matter
to the Industry & Supplies Department, as per the terms of the
certificate, filed a suit in January, 1954, for the recovery of
Rs. 66,615. The suit was dismissed in February, 1958. The Legal’
Adviser advised the Corporation in May, 1958, that an appeal
should be filed in High Court by the 30th June, 1958. This letter was,
however, misplaced, and the Corporation came to know of the dis-
missal of the suit in September, 1958, by which time the suit had
become time-barred.

In a note furnished to the Committee (Part III, Annexure I)* the
Corporation has regretted the mistake on the part of the Corporation
authorities in not having referred the question of sub-standard quality
of the material to the Industry and Supplies Department on receipt
of the test-results from the Alipore Test House. The Corporation has
also regretted the lack of inter-departmental co-ordination in this

*Not printed,
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.case. The Committee trust that adequate remedial measures will be
taken by the Corporation to obviate the recurrence of such cases.
"The Committee, however, cannot help expressing their unhappiness
over the manner in which the disciplinary aspect of the case had
"been handled by the Corporation. Three of the officers involved in -
this case—the Director of Rehabilitation and Land Acquisition and
two Controllers of Purchase—were allowed to leave service of the
Corporation unscathed long after the lapses had come to light. Twe
. other officers involved in the case were able to get their Provident
Funds released while the enquiry was on. The Committee feel that
if the case had been processed more expeditiously, the officers could
mot have escaped penalty.

26. In regard to another officer involved in this case, the Corpora-
tion has stated that the question of release of his Provident Fund did
not arise as he was a permanent employee of the Bihar Government
to whose service he reverted in the ordinary course. The Corpora-
tion, however, served a charge-sheet against him through his Control-
ling Officer on 19th January, 1960, but his explanation had not so far
been received. The Committee would like to be furnished with a
further report in the matter.

Loss of Bricks—paras 20—22 of 14th Report of P.A.C. (1958-50).

27 In paras 20-22 of their Fourteenth Report (Second Lok Sabha),
the Public Accounts Committee (1958-59) considered a case in which
the Corporation suffered a loss of Rs. 42,124 on account of abandon-
ment and shortage of bricks manufactured at Panchet. Although the
manufacturing operation was completed in June, 1953, the losses were
reported to the Corporation in October, 1956, i.e., after a lapse of
more than three years. The Committee of 1958-59 desired that a
stern view of the lapses should be taken and the officers concerned

- dealt with expeditiously.

In a statement furnished to the Committee (Part II1, 8. No. 3)* it
has been stated that there appears to be no scope at this stage for
. any disciplinary action against the delinquent officials as all of them
except one (who had died), had left the service of the Corporation on
- different dates in 1953.

The Commitiee regret that ne action could be taken against the
delinguent officials as they had left the service of the Corporation
before the irvegularity came te its motice. As pointed out elsewhere
in this Report, such cases not only undermine the :7aweigl interests
- of the public exchequer but also impair the standard of efficiency of

*Not printed,




public services. The Committee, therefore, desire the Corporation te
examine the feasibility of introducing some econcurrent internal
«checks whereby the time-lag between the occurrence and detection
-of irregularities is reduced to the barest minimum. This would enable
the Corporation to take timely action against delinquent officials.

Economy in Establishment Expenditure—Para 85 of the 3rd Report
(1957-58)

28. The question of economy in establishment expenditure came
up before the Committee of 1957-58. From a statement showing
posts carrying pay of Rs. 500 and above, the Committee felt that the
Corporation was overstaffed in respect of high-salaried posts. The
‘Committee, aecordingly, desired that the existing strength of the
staff (both technical and non-technical) should be examined with
reference to the present work-load.

From a note* furnished by the Ministry of Irrigation and Power
pursuant to the above recommendation, the Committee observe that
the administrative charges of the Corporation have been reveiwed by
a Manpower Commitlee set up by the Corporation. In the perma-
nent set-up envisaged by the Manpower Committee, a number of
high-salaried posts have been proposed to be reduced/downgraded.
Although the recommendations of this Committee have, by and large,
been accepted by the Corporation, it has been stated that these will
be given effect to when there is sufficient reduction in work-load.

The Committee would like to be informed of the latest positiom
regarding economy in establishment expenditure, consequent on the
implementation of the recommendations of the Manpower Committee
In cases where the recommendations of the said Committee have not
=0 far been given effect to, the reasons therefor may also be intimated.

“Not printed.
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Delays in taking diciplinary action

29. While examining the Accounts of the D.V.C. the Public
Accounts Committee came across cases in which disciplinary action
against the delinquent officials could not be taken as they had already
left the service of the Corporation. The Committee had occasions to
point out that such cases not only undermined the financial interests
of the Corporation but also impaired the efficiency of public services.
They, accordingly, urged upon the Corporation to initiate discipli-
nary action as soon as the irregularities came to its notice. The
Committee, however, regret that despite the repeated exhortation in
the matter, the position is still far from satisfactory.

While examining the statement of Qutstanding Recommendations,
the present Committee hardly came across a case in which the Cor-
poration did not plead their inability to take disciplinary action as
the officers concerned had already left the service of the Corporation.
On examining the matter in detail, the Committee found that while
in some of the cases, the officers had left the service before the irre-
gularities came to the neotice of the Corporation, in a large number of
<cases, they had left after the irregularities had already come to its
notice, As regards the first category, while granting that it may not
always be possible to bring the guilty persons to book, the Committee
feel that in quite a numher of such cases, it would be peossible to do
so, if the time-lag between the occurrence and detection of irregulari-
ties had been reduced. With this end in view, the Committee have,
in a previous Chapter, desired the Corporation to examine the feasi-
bility of introducing concurrent interna! checks. As regards the latter
category, the Committee feel that had the Corporation acted quickly,
it would have been quite possible to punish the guilty officials in most
cases,

Other cases of delay

30. In addition to the cases of delay in taking disciplinary action
referred to above, the Committee came across several other cases of
delay on the part of the administration. In one case, the Corperation
had failed to maintain proper land accounts even years after the lands
had been acquired till the matter was included in the Audit Report.
In another case, the Corporation took six vears in coming to a deci-

28
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sion regarding charging of sales tax on the surplus stores sold by it
In yet another case, debits raised by some Divisions/Projects of the
Corporation in 1955-56 were yet to be accepted by other Divisions/
Projects of the Corporation. The Committee are concerned that such
delays should occur in spite of the autonomy vested in the D.V.C. in
the interest of efficient administration, They trust that the Corpora-
tion will show greater prompiness in future.

Shortfalls in targets and need for review of the working of the D-V.C.

31. The Committee have examined the actual achievements of the
Corporation vis-a-vis planned targets in the fields of Irrigation,
Navigation and Power. They observe that there have been shortfalls
not only in achieving planned targets but also in utilising built-up
targets. As against the irrigation capacity of 9,19,000 acres for Kharif
created at the outlet heads, the area actually irrigated was 6,39,235
acres. The target of Rabi irrigation was fixed at 40,000 acres, against
which less than sixteen thousand acres received Rabi irrigation. As
regards Navigation, a Navigation Canal, scheduled to go into opera-
tion with effect from July, 1959, is yet to be opened to traffic. There
has been a similar delay in the commissioning of the Durgapur
Thermal Power Station. In the opinion of the Committee, such short-
falls in targets in different fields, as a'so the various irregularities
referred to in the earlier Chapters, indicate that the working of the
D.V.C. is not as satisfactory as would be expected of such an autono-
mous Corporation. The Committee have also come across instances
of continuing differences on various points between the Corporation
and the Participating Governments as regards the legal interpreta-
tion of the Act. They feel that time has come to make an overall
assessment of the working of the Corporation and also to examine
what amendments, if any, in the D.V.C. Act are called for to achieve
the objectives for which the Corporation was set up.

New DerHr; MAHAVIR TYAGI,
The 12th December, 1962 Chairman,
Agrahayana 21, 1884 (Saka). Public Accounts Committee.
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APPENDIX

Swmmary of Main Conclusions/Recommendations

Sl Para Ministry/

No. No. Department Conclusions/Recommendations
concerned
I 2 3 4
I 1 1&P The Committec regret to observe that
_ though the imperative nced for the ex-
DvC peditious settlement of the questions of

allocation under Sections 32—34 of the
D.V.C. Act has been emphasised by the
successive Public Accounts Committees
in the past, no settlement could be reached
because of divergent views on the matter.
As the Projcct has alreadv entered upon
the final phasc of its execution, and the
Revenue Accounts of the Project are
due to be opened from 1963-64 for eva-
luation of its financial working, the
Committee urge that the arbitration pro-
ceedings should be speceded up. The
Committee also trust that, after the ar-
bitrator has given award on the question
of allocation under Section 33, imme-
diate steps will be taken to resolve
differences 0:: the question of allocation
under Section 34.

b 2 1&P The Committec are glad to learn that
—_— differences between the Corporation and
DVC the State Government :n respect of pre-

1958 bills have been narrowed down,
and the matter is now nearer solution.
As regards the post-1958 bills, they,
however, regret to observe that the stale-
mate between the Corporation and the
State Government still continues. The
Committees would, once again, emphasise
that whatever the constitutional position,
a satisfactory solution to the question
can be arrived at only on practical con-
siderations. The Committee desire the

30
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1&P
bve

Corporation to examine the feasibility
of accepting the payment of Rs. 85 lakhs
from the West Bengal Government on
a provisional basis, pending final settle-
ment in the matter. They would also
desire the Central Government to
evince greater inierest in the matter
and help the parties reach an agreement,
as undue delay in the realisation of
irrigation revenue cannot but seriously
jeopardise the financial interests of the
Corporation.

The Committee feel greatly concerncd at

the continued shortfall in the utilisation of
the D.V.C,’s irrigation potential during
both the Kharif and Ral: seasons. It is
unfortunate that while the shortage of
water for irrigation was keenly felt in the
lower valley, nearly 30°, of the D.V.C’s
irrigation potential intended for the pur-
po-e could not be utilised due to lack
of proper planning. Such shortfalls, the
Committee would like to point out, not
only jeopardise ‘the financial interests
of the Corporation, but also undermne
one of the avowed objecis of the setting
up of the Corporation. In view o’ the
imperative need for raising the agricultural
production of the area to the maximum,
the Committee desire that not only the
pace of excavation of field channels and
water courses should be accelerated but
also all other measures for the fuller
utilisation of the created irrigation capa-
city be taken without any further de-
lay.

(Y From the evidence tendered before tnz

P.A.C. (1961-62), the Committee observe
that the same artesian well-like pheno-
menon, which had occurred in the case
of the structure which had collapsed,
had been noticed at some other
points also in the canal system (wvide
para 26 of the 39th Report 1961-62).
The Commitiee, therefore, trust that
t1e Technical Committee of Engineers
wil final se their findings at an eaily
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date so that remedial measures, if nece-
ssary, may be applied to other structures
of this design, wel} in time.

(1) The Committee further trust that, after
the cause of collapse of the structure is
finally established, the question of fixing
responsibility will also be examined by the
Co.po.arion,

1&P In view ofthelosses suffered by the Cor-
poration in running the canal, the Commir-
DVC tee consider the delay in arriving at

a final decision on the question of providing
additional water to the canal as unfor-
tunate. ‘They would, therefore, again urge
for an early decision in the matter,

1&P The Committee observe that the Corpora-
_— tion is already more than three years
DVC behind schedule in opening the canal

to traffic. They trust that all necessary
steps will be taken by the Corporation
to ensure the opening of the canal at
an early date.

1&P The Committee would like to observe
that mere ‘Noted” does not meet the
DVC requirements of the P.A.C’s comments

maue in para 43 of their 39th
Report (Second Lok Sabha). They de-
sire the Corporation to examine the
question of fixing responsibility for de-
viation from the normal practice in the
case of the tender from Messrs MAN.,

I1&P The Committee would like to have a further
report regarding the imposition of penalty

DVC on the suppliers.

1&P The Committee feel concerned over in-
ordinate delay in the commissioning of

DVC the three units. It is hardly necessary

for them to emphasise the key importance
of the D.V.C. power system in the in-
dustrial build-up of the region. They
desire that all-out efforts should be made
by the Corporation to put the plant in
the proper working order at the ecarliest
possible date.
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4

10

II

12

13

10

II

12

13

1&P

DVC

I&P
DvC

The Committee find it difficult to accept the

explanation of the Corporation for award
of contracts without prior execution of
contract documents. They feel that due
regard was not paid by the officers of the
Corporation 0 the oft-repeated recom-
mendation of the Public Accounts Com-
mittee referred to in para 25 of their
18th Report (First Lok Sabha).

The Committee desire that immediate effect

should be given by the Corporation to
the suggestion of the C. & A.G. that the
Engineers issuing work-orders, prior to
execution of contract documents, should
be required to make an immediate report
to the General Manager to enable him
to examine whether the circumstances
of the case justified a departure from the
normal practice. They further desire that,
even in cases where a departure from the
normal practice is found to be justified
on grounds of wurgency, care should
be taken by the Corporation to ensure
that thy cooal requj.om .nis are fulfilied:
within the minimum possible period after
the commencement of works.

In the opinion of the Committee, there was no

justification on the part of the Corporation
to have undertaken the Cold Storage Scheme
which did not come within the purview of
the specific functions assigned to the
Corporation by the DVC Act. They trust
that the Corporation will henceforth take
care to desist from schemes, not specifically
authorised by the Act.

The Committee are not satisfied with the

explanation of the Corporation for the
losses suffered in running the Cold Storage
plant. In their opinion, the wide disparity
between the anticipated and actual financial
results of the Scheme as also the decision
of the Corporation to change the scope of
the plant hardly when it had been set up
indicate that the Corporation had embarked
upon the Scheme without having weighed it
in all its aspects.
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14 14 I&P
DvC
15 15 I1&P
DVC
16 16 1&P
DbvC
17 17 I1&P
DVC

The Committee would like to be informed of

the date of actual handing over of the Cold
Storage Plant to the West Bengal Govern-
ment.

(i) The Committee are unable to accept the
explanation offered by the Corporation in
the case referred to in para 6 of the Audit
Report. They feel concerned that the
Corporation <hould have been <o oblivious
of its financial interests as not to have
taken any steps for charging sales-tax
from the purchasers for a period of nearly
six years. The plea of ‘doubt’ advanced
by the Corporation for its inaction during
all thi« period does no credit to an organisa-
tion like the D.V.C., run on commercial
lines.

(i) Another unfortunate aspect of the matter
is the manner in which ‘immediate’ orders
1ssued by the Corporation in 1954 and
1956 were disregarded by its officers. In
the opinion of the Committee, this was a
serious lapze on the part of the officers
concerned for which disciplinary action
is called for.

The Committee regret to ob-erve that all the

tractors purchased by the Corporation had
inherent defects and became unserviceable
after working for only 99, to 479 of their
normal life. It is clear to the Committee
from the facts of the case thar, before
making purchases, the Corporation had
failed 1o make a proper assessment of the
quality of the tractors, and their suitability
for the intend d jobs. The Committec
trust that the Corporarion will draw upon
their expericnce in the pre ent case and
exercise g-cater care while making such
purchases in future.

The following information de‘ired by tle

Committee is still awaited :

(i) whether, in view of the poor perfor-
mance of the tractors (particularly.
Hanomag KV 10), the Corporation had
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18 18 1&P
DVC

Home

Affairs.

19 19 1&Pp

bvC

C. &AG.

taken up the matter with the manufac-
turers with a view to rectification of
defects therein ;

(i1) whether, there is anything on the record
of the Corporation to show which parts
had been removed from thzse tractors,
and used in other tractors.

The Committee would defer their comments
till the information is received from the
Corporation.

(i) The Committee regret to observe that
though nearly one and a half years have
elapsed since the irregularity came to light,
disciplinary action in the matter has not
yet been initiated.  The explanation of the
Corporation for delay in instituting dis-
ciplinary proceedings is not acceptable
to the Committee. They would, in this
connection, like to draw attention to para 30
of their sth Report and para 13 of their
13th Report (1st Lok Sabha) wherein they
recommended that departmental proceed-
ing- against suspecred officials should not be
held up pending the outcome of criminal
proceeding: and that photostat copies of all
documents having an important bearing
on the disposal of the case should invariably
be kept. The Committee trust that the
Corporation will deal with disciplinary
cases with greater promptne<s in future.
The Committee would like to be informed
about the final outcome of this case.

(31) The Committee have from time to time
come across cases of delay in instituting
departmental proceedings on the ground
that the matter was either sub-judice or
under investigation by police. The Com-
mittee desire the Ministry of Home Affairs
to issue clear instructions in the matter
with a view to obviating delays of this type.

(1) While the Committee are glad to learn
that the Land Registers maintained in the
Corporationare now, bvand large, com-
plete, they cannot help observing that the
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1&P
DVC

20 20 I&P
DVC

21 21 1&P
DVC

officers of the Corporation had failed to
maintain proper land accounts even years
after the lands had been acquired till the
matter was included in the Audit Report.
This the Committee concider as indefensi-
ble. The Committee now desire that a
leeway in the maintenance of uptodate land
accounts should be made without any
further delay. They would like the Comp-
troller & Auditor General to re-examine
the position in this regard and bring the
matter to the notice of the Committee
through his next year’s Audit Report.

(ii) The Committee alco desire that the
question of refund of Rs. 30 lakhs due to
the Corporation from advance de-
posits made with th~ State Governments
should be pursued vigorously.

While the Committee appreciate the difficulty

in adheringto the prescribed time-limitin
each case, they see no reason why it
should not have been possible for the
Corporation to settle old objections which
were pending since 1952-53. The Com-
mittee disapprove of such delays as this
often results in continuance of irregular
expenditure which might involve the Cor-
poration in losses, etc. They desire that
determined efforts should be made by the
Corporation to ensure speedy disposal of
Audit objections. They would like to
watch the position through future Audit
Reports.

The Committee note the difficulties experi-

enced by the Corporation in preparing
Proforma Accounts of the Fishery Scheme.
They, however, feel that eight years is too
long a period for evolving just the draft
formof these Accounts. The Committee
expect greater promptness from an auto-
nomous organisation like the D.V.C. The
Committee trust that after comments from
Audit and Fisheries Adviser on the draft
form are received by the Corporation,
it will lose no time in finalising the
Accounts,
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While the Committee are glad that the amount

of outstandings under ‘Suspense’ had
considerably come down, they feel that the
position is still not satisfactory. The
Committee are particularly concerned at
old outstandings some of which have been
pending clearance since 1955-56. Another
unsatisfactory aspect of the matter 18
large outstandings under the head ‘Trans-
fers Divisional’. The Committee fail to
understand why there should have been so
much delay in the intra-departmental ad-
justment of debits. With a view to re-
ducing the outsandings to the barest mini-
mum, the Committee urge that transac~
tions under suspense heads should be re-
viewed at frequent intervals so that no
item remains unadjusted longer than is
reasonably necessary to bring about 1ts
clearance in the ordinary course. The
Committee trust that the setting up of the
special cell would accelerate the pace of
clearance of outstandings.

The Committee desire that determined efforts

should be made to recover outstandings
amounting to Rs. 1.96 lakhs due from pri-
vate parties for over two years, and a report
made to them before they take up Ac-
counts for the next year. They would also
like to be furnished with a report regarding
the adjustment of Rs. 11 .49 lakhs due from
other Projects/Governments on account of
sale of stores and equipment.

The Committee would like to be furnished

with a further report regarding reconcilis-
tion of Stores Ledger Balances with those
appearing in the Financial Accounts in the
case of the remaining two units.

(i) The Committee trust that adequate re-

medial measures will be taken by the Cor-
poration to obviate the recurrence of cases
of the type referred to in para 20-21 of
their 36th Report (Second Lok Sabha).
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(ii) The Committee cannot help expressing

their unhappiness over the manner in
which the disciplinary aspect of the case
had been handled by the Corporation.
Three of the officers involved in this case——
the Director of Rehabilitation & Land Ac-
quisition and two Controllers of Purchase—
were allowed to leave service of the Corpora-
tion unscathed long after the lapses had
come to light. Two other officers involved
in the case were able to get their Provident
Funds released while the enquiry was
on. The Committee feel that if the case
had been processed more expeditiously, the
officers could not have escaped penalty.

The Committee would like to be furnished

with a further report regarding action taken
against the other officer referred to in
this para.

The Committee regret that no action could

be taken against the delinquent officials
as they had left the service of the Corpora-
tion before the irregularity came to its
notice. As pointed out elsewhere in this
Report, such cascs not only undermine the
financial interests of the public exchequer
but also impair the standard of efficiency
of public serviccs. The Committee, there-
fore, desirc the Corporation to examine the
feasibility of introducing some concurrent
internal checks whereby the time-lag bet-
ween the occurrence and detection of ir-
regularities is reduced to the barest mini-
mum. This would enable the Corporation
to take timely action against delinquent
officials.

The Committee would like to be informed of

the latest position regarding economy in
establishment expenditure, consequent on
the implementation of the recommendations
of the Manpower Committee. In cases
where the recommendations of the said
Committec have not so far been given effect
to, the reasons therefor may also be inti-
mated.
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The Committee regret that despite the re-

peated exhortation by the Public Accounts
Committee that disciplinary action should
be initiated as soon as the irregularities
came to the Corporation’s notice, the posi-
tion is still far from satisfactory.

While examining the statement of Outstand-

ing Recommendations, the present Com-
mittee hardly came across a case in which
the Corporation did not plead their in-
ability to take disciplinary action as the
officers concerned had already left the
service of the Corporation. On exa-
mining the matter in detail, the Committee
found that while in some of the cases, the
officers had left the service before the
irregularitics came to the notice of the
Corporation, in a large number of cases,
they had left after the irregularities had
already come to its notice. As regards
the first category, while granting that it
may not always be possible to bring the
guilty persons to book, the Committee
feel that in quite a number of such cases, it
would be possible to do so, if the time-lag
between the occurrence and detection of
irregularities had been reduced. With this
end in view, the Committee have, in a pre-
vious Chapter, desired the Corporation to
examine the feasibility of introducing con-
current internal checks. As regards the
latter category, the Committee feel that
had the Corporation acted quickly, it
would have been quite possible to punish
the guilty officials in most cases.

In addition to the cases of delay in taking

disciplinary action, the Committee came
across several other cases of delay on the
part of the administration. The
Committee are concerned that delays of the
typc mentioncd in this para should occur
in spite of the autonomy vested in the
D.V.C. in the intercst of efficient adminis-
tration. They trust that the Corporation
will show greater promptness in future.



1 2 3 4
31 31 I&P The Committee have examined the ac{tualv
‘ —_— achievements of the Corporation vis-a-vis
DVC planned targets in the fields of Irrigation,

Navigation and Power. They abserve
that there have been shortfalls not only in
achieving planned targets but also in uti-
lising built-up targets. In the opinion
of the Committee, shortfalls in targets in
different fields as also the various irregu-
larities referred to in the earlier Chapters
indicate that the working of the D.V.C.
is not as satisfactory as would be expected
of such an autonomous Corporation. The
« Committee have also come across instances
of continuing differences on various points
between the Corporation and the Partici-
pating Governments as regards the
legal interpretation of the Act. They feel
that time has come t : an_overall
assessment of the working of the Corpora-

tion and also to examine what amendments,
il 'any; tn the D.V.C. Act are called for to
achieve the objectives for which. the
Corporation was set up.
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