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P A R T  I 1  

Proceediqgs of the Sittings of the Public Accounts Committee 
creladng to the consideration of the Appropriation Accounts (Civil), 
~ 9 5 8 - 3 9  and Audit Report 1960 :- 

I 

S. No. OF 
SITTING 

12th Steel, Mines & Fuel 
(Department of Iron & Steel) 

Do. 
Steel, Mines & Fuel 
(Deptts. of Iron & Steel and 
Mines & Fuel). . 

Home Affairs . 
Rehabilitation . 
Commerce and Industry 

Do. . 
Education, Irrigation & Power 
and Labour & Employment 
Works, Housing & Supply 

Do. 
Do., Ashoka Hotels Ltd. and 
Scientific Research and Cultural 
Affairs 133-152 

Food and Agriculture . . 153-165 
Do. and External Affairs . 1 6 6 1 8 0  

Health, Transport and Com- 
munications . . 181-192 
Fibance . . 193-198 

Finance . 199-203 
Memoranda relating to Ministry 
of Finance . . 204-205 

'1 Consideration of draft 34th 206-208 
J Report 

:.s!U (c) LS-1. 



Proceedings of the Twelfth Sitting of the Public Accounts Committee 
held on Tuesday, the 6th September, 1960 

1. The Committee sat from 15-15 to 17-05 hours. 

PRESENT 

Shri Upendranath Barmn-Chairman 

2. Shri R. S. Kiledar 
3. Shri Vinayak Rao K. Koratkar 
4. Shri T. Manaen 
5. Shri G. K. Manay 
6. Shri S. A. Matin 
7. Shri T. R. Neswi 
8. Shri Shamrao Vishnu Parulekar 
9. Shri Purushottamdas R. Pate1 

10. Shri Radha Rams 
11. Dr. N. C. Samantsinhar 
12. Shri Jashaud Singh Bisht 
13. Shri Surendra Mohan Ghosd 
14. Shri V. C. Kesava Rao 
15. Shri Mulke Govinda Reddy. 

Shri A. K. Roy, Comptroller & Auditor General of India. 
Shri G. S. h u ,  Addl. Dy. Comptroller & Auditor General. 
Shri P. V. R. Rao, Director of Audit, F.R.S.C.S. & M. 
Shri P. K. Sen, Director of Commercial Audit. 

Shri V. Subramanian, Deputy Secretary. 
Shri Y. P. Passi, Under Secretary. 

Ministry of Steel, Mines & Fuel 
(Department of Iron & Steel) 

1. Shri S. Bhoothalingam, Secretary. 
2. Shri A. S. Bam, Iron & Steel Controller. 

Ministry of Finance 
(Department of Expenditure) 

Shri K. L. Ghei, Joint Secretary. 



MINISTRY OF STEEL, MINES & FUEL 
(DEPARTMENT OF IRON & STEEL) 

 idi it Report (Civil), 1960 

Extra eqenditure due to application of incorrect rate of exchange- 
para 54, page 64- 

2. As a result of negotiations by the Iron & Steel Control Organisa- 
tion with the Trade Representative of Q foreign Government, for the 
purchase of 85,650 metric tons of steel, a contract was entered into on 
20th June, 1958 with the Foreign Trade Organisation at the prices 
agreed to on C.I.F. basis in U.S. dollars per metric ton. The payment 
for the steel was to be effected in Indian rupees. Instead of entering 
into a contract either on the bwis of dollars as already approved by 
the Government. or in rupees converted at the standard rate of 
Rs. 4.7619 per dollar ruling on that date, the contract was entered 
into on the basis of sterling (adopting the rate of Rs. 4.8 per dollar). 
According to Audit, this deviation resulted in an extra expenditure 
of Rs. 3 lacs to Government. 

3. Acqueinting the Committee with the background of the case, 
the Secretary, Department of Iron & Steel stated that though the 
payment for the steel to be purchased was to be made in Indian 
Rupees, negotiations were conducted in terms of dollars, mainly for 
the sake of convenience, as world prices both in Europe and Japan 
were quoted in dollars. The contract m s ,  however, actually con- 
cluded in terms of sterling as this was the usual practice in case of 
all such contracts entered into with the foreign Government con- 
cerned. As to why the contract adopted Rs. 4.8 per dollar as its 
basis, instead of the ruling rate of exchange (viz., Rs. 4.7619 per 
dollar), he stated that it had been assumed by both the parties from 
the very start that for the purposes of this contract, the conversion 
rate to be adopted was 1 dollar equal to 4.8 rupees. He added that 
even if the payment were to be made at the ruling rate of exchange, 
the other party would have incrmsed correspondingly their dollar 
quotation so as to keep the rupee value of the payment the same in 
both the cases. 

4. In reply to a question, he stated that at  the time of according 
sanction, Government were aware only of the quotation in dollars and 
h d  no knowledge regarding the details of conversion proposed to be 
adopted. Later on, when they came to know of the rate of conver- 
sion agreed upon (viz., Rs. 4.8 per dollar), instructions were issued to 
the Iron and Steel Control Organisation to persuade the sellers to 
accept the ruling rate of conversion. The latter, however, did not 



agree as this was, in their opinion, against the t m  of the contract 
concluded already. 

*Placement of contracts on a black-listed firm-para 55, pages 64-65- 

5. During August-September, 1954, the Ministry of Works, Housing 
and Supply black-listed a firm with all its branches and associate 
firms under intimation to all the Ministries of the Central Govern- 
ment. The persons connected with this firm floated a limited com- 
pany in another name at the end of the year 1954. The, Iron & Steel 
Control Organisation placed on the newly formed company about 52 
contracts valued at about Rs. 23 crores during the period June, 1955 
to October, 1956 for the import of steel. 

6. In order to secure uniformity in the principles and procedure 
of black-listing firms, the Ministry of Works, Housing and Supply 
issued general instructions in Merch, 1956 whereby the black-listing 
order was extended to new firms/companies floatedlrun under differ- 
ent names by any of the partners of the black-listed firm. In October, 
1956, the Ministry of Steel, Mines & Fuel further issued separate 
orders banning all business dealings with this firm, both in the old 
name as well as in the new name. Even after the issue of these 
orders, ten more contracts were placed on the new firm during the 
period November, 1956 to January, 1957 valued at Rs. 4'12 crores. 

7. The Committee questioned the justification for placing contracts 
valued at Rs. 23 crores on the new firm which had been floated by the 
persons connected with the black-listed firm. The representative 
of the Department of Iron & Steel stated that in both the black-listing 
orders issued by the Ministry of Works, Housing and Supply during 
the period August-September, 195kwhich specifiaelly mentioned the 
names and addresses of the black-listed branches and associate firms- 
there was no reference to the new firm mentioned in the Audit 
Report. This firm was black-listed only in October, 1956. He, how- 
ever, admitted that at the time of awarding contracts, it was known 
to the Iron and Steel Control Orgmisation that partners of the new 
firm w x e  the same as those of the main black-listed firm. To a 
question whether the Iron and Steel Controller had brought the above 
fact to the notice of the Ministry concerned and sought instructions 
in regard to placing of future contracts with this firm, he replied in 
the negative. 1 I 

8. The Committqe then enquired whether any instructions were 
issued to the Iron I& Steel Controller by the Ministry concerned on 

*This was discussed at the Sitting of the Committee held on the 9th September, 1960. 



the basis of the recommendations of the P.A.C. (1953-54) contained 
in Wra 18 of their 8th Report (First Lok Sabha) which required that 
in the case of big contracts, Government should invariably insist upon 
detailed enquiries being made regarding the antecedents and financial 
standing of the tendering firm. The representative of the Depart- 
ment of Iron and Steel promised to check up and furnish the informa- 
tion later. l I 

9. The Committee then turned to the 10 more contracts awarded 
to tJle new firm after it was black-listed in October, 1956, and wanted 
to know the reasons for placing these contracts despite the explicit 
orders of the Mtinistry of Steel, Mines and Fuel banning all business 
dealings with this firm. The Secretary of the Department of Iron 
and Steel stated that according to the explanation furnished by the 
Iron and Steel Control Organisation, these orders had to be placed 
on the firm as advance letters in respect of 7 contracts had already 
been issued and verbal commitments in respect of the remaining three 
elready made. Asked whether there was anything on record to 
support this statement about the alleged verbal commitments in the 
case of three contracts, he stated that though there was no clear 
evidence on the file, from the unissued drafts of letters of earlier dates 
lying in the file, it could be reasonably presumed. He, however, 
agreed that normally all commitments should be in writing. 

10. The Comptroller and Auditor-General read out extracts from 
a letter dated the 26th October, 1956 issued by the Ministry to the 
Iron and Steel Controller which ran as follows: 

"Any agreement with this firm that the Iron and Steel Con- 
troller might have entered into for stockholdership also 
be terminated after giving required notice. In other 
words, except the issue of export and import licences for 
which the firm may be eligible under the Export and 
Import Control Act, the Controller should not have any 
dealings in future with this firm." He said that in the 
light of these orders, the question of honouring verbal 
assurances did not arise. 

11. The Committee were informed by Audit that even the main 
firm which had been blacklisted by ,the Ministry of Works, Housing 
and Supply in August, 1954, was appointed by the Iron and Steel 
Controller as a controlled stockist of iron and steel with effect from 
the 4th May, 1955. The Committee also drew attention of the 
Secretary, Department of Iron and Steel to the fact that when Audit 
later asked the Iron and Steel Controller whether it was desirable 
to appoint a blacklisted firm as a controlled stockist, the Iron and 



5 
Steel Controller in his letter dated the 28th September, 195s 
aeplied- 

"In view of the very important position that the firm occupies 
as an importer of steel we have not found it convenient to 
impose any ban on their participation in imports. The 
particular stock agreement that has been entered into 
with effect from 4th May, 1955 is in respect of finished 
products out of certain quantity of Russian billets import- 
ed by the firm on their on account but supplied 
for Government purposes at a very favourable rate. 
As the ban has been imposed on this firm in respect of 
disposal of surplus materials only we propose to continue 
to deal with them so far as imports of steel are con- 
cerned." 

12. The Secretary stated that on a reference being received from 
Audit, the matter was considered in all its aspects by the Ministry 
who came to the conclusion that the stand taken by the Iron and 
"Steel Controller was not correct and that the blacklisted firm should 
not have been appointed as a controlled stockholder. Accordingly, 
orders were issued by the Ministry in October, 1956 cancelling the 
name of this firm from the list of controlled stockholders. 

Delay in effecting recoveries-para 56, page 65- 

13. In February, 1956, the Iron and Steel Control Organisation 
placed a contract with an Indian firm for the supply of 7,945 tons 
of imported steel to  be shipped from foreign ports by December, 
1956. 

14. The firm shipped 2,629 tons by December, 1956, another 1,204 
tons by March, 1957 and expressed its inability to supply the balance 
and requested for cancellation. The Steel Organisation obtained 
the advice of Government Solicitor. The latter stated in July, 1957 
that Government was entitled to recover from the defaulting firm 
the difference between the contract price and the market price pro- 
vided the market price was higher. The Organisation, however. did 
not take any effective steps to work out the recoverable amount and 
prefer the claim against the firm till Audit urged for prompt action 
in October, 1958. Claims for Rs. 3,08,621 (extra cost on account of 
risk purchase) and Rs. 14,586 (liquidated damages) were preferred 
against the firm in January, 1959 and February, 1959 respectively 
but the recovery of the amounts was still pending (September 
1959). 



15. The Iron and Steel Controller urged in extenuation of the 
delay in working out the recoverable dues and preferring the claim 
against the firm in question that the relevant file was under action 
for some time in connection with another case. Thereafter, a refer- 
ence had to be made to the Indian Embassy at Bonn for verifying 
the freight rate and f.o.b., prices of the material obtaining in the. 
Continent at that time. As to the latest position, he stated that it 
had since been decided to refer the matter to arbitration andl 
arrangements in regard to the appointment of the arbitrator were. 
under way. 

Non-recovery of dues from a firm-para 57, pages 65-66-- 

16. In March and May, 1954, the Iron and Steel Control Organisa- 
tion issued import licences to a manufacturing firm for the import 
of about 3,530 tons of billets for its own use on the condition that 
in case the landed cost of the material was less than the corres- 
ponding statutory price, the difference would be paid by the firm 
to the Steel Equalisation Fund. On the basis of this condition when 
the payment of the difference was demanded from the firm on 3rd 
August, 1955 it contended that it was entitled to retain 4 per cent 
remuneration on landed cost which was admissible under the Public 
Notification, dated the 22nd April 1952 to commercial importers who 
dispose of such imports under the authority and manner prescribed 
by the Iron and Steel Control Organisation. The firm's request was 
acceded to in January, 1956 and it was allowed to retain a sum of 
Rs. 67,640 by way of such remuneration. 

17. In December, 1956 it was pointed out by Audit that as the 
steel was consumed in the firm's own works, it was not entitled to 
the remuneration either in terms of the Public Notification or con- 
ditions of the licences granted to it. Government agreed with this 
view and directed the Iron and Steel Controller in September, 1957 
to effect recovery of the above sum from the firm. The actual reco- 
very was still awaited (January, 1960). 

18. The Committee inquired why the recovery was not effected 
even though 3 years had elapsed. The Iron and Steel Controller 
stated that necessary action in the matter was initiated by his 
Organisation in the middle of December, 1957, followed up by two 
letters dated 28th December 1957 and 6th January 1958. The firm, 
however, protested against the claim, which gave rise to a protract- 
ed correspondence with them. 

19. Indicating the latest position, he stated that the firm was now 
agreeable to pay the entire amount except Rs. 8,000, and the matter 
had been referred to the Ministry for decision. 



Loss due to non-enforcement of the terms of contract-para 58, 
pages 66-67- 

20. On 11th May, 1956, a certain firm offered 2,000 tons of M.& 
Angles and 5,000 tons of MS.  Rounds, after negotiation, to the I ron  
and Steel Control Organisation at C.I.F. price of Rs. 724 and Rs. 698' 
per ton, on the condition that if their prices were found to be higher 
than the prices obtained against tender enquiry (to be issued within 
15 days) for similar type of material and same specification, it would* 
be asked to reduce its prices accordingly within 30 days; and in case 
of non-acceptance of the reduced price, it would be allowed to sell 
the material elsewhere at the landed cost. The firm was informed' 
about acceptance of its terms of offer on 17th May, 1956 and simul- 
taneously tenders were invited on 16th May, 1956 for similar type of 
material. As the lowest quotations received in respect of tender 
enquiry were Rs. 659-4-0 per ton for Angles and Rs. 663-8-0 to, 
Rs. 683-12-0 per ton for various items of M.S. Rounds, the firm was 
asked on 25th June, 1956 to reduce its prices accordingly or in the 
alternative to sell the material elsewhere at  landed cost. The firm 
did not accept the lower prices on the plea that the material offered 
against the open tenders was continental product of Re-rolling Mills 
while the stores offered by them were of better quality, strength and 
finish, being the products of main producers of Japan. On 14th July, 
1956 the firm was informed that its plea was unacceptable. The 
matter was further negotiated with the firm whereupon it agreed 
to accept a small reduction in price viz., Rs. 4 and Rs. 3 per ton in 
respect of Angles and Rounds respectively and final contracts sti- 
pulating the prices of Rs. 720 and Rs. 695 per ton were accordingly 
issued on 10th August, 1956 and 12th August, 1956 respectively. 

21. According to Audit, failure of the Iron and Steel Control 
Organisation to enforce the originally agreed terms or to enter into 
fresh contracts with other lower tenderers resulted in avoidable extra 
expenditure of Rs. 2,25,082. 

22. The Committee inquired why negotiations were conducted 
with the firm in question beforeinviting open tenders. The Secretary, 
Department of Iron and Steel stated that during the period from the  
middle of 1955 to the beginning of 1957, the demand for steel was 
very large and the trend of prices steadily rising. Consequently, the  
policy of Government was to purchase as much of steel as possible-- 
whether by tender or negotiations, though purchases by negotiations 
were effected sparingly, and generally, in between tenders. 



23. As the prices negotiated with this firm were higher than the 
Jowest offers received after the tender inquiry, the Committee en- 
quired why the lowest offers were not accepted and instead further 
negotiations were made with the firm and the contract was finally 
placed. The Secretary stated that steel was bought from the lowest 
tenderers also. In his opinion the option under the negotiated agree- 
ment was only whether the supplier should be allowed to sell the 
material as a commercial import or it should be purchased by 
Government after further negotiations with the supplier. The ex- 
tenuating circumstance in favour of purchasing steel from the firm 
was that the foreign exchange already spent by the importer, would 
be utilised to meet the needs of the high priority indentors. To a 
question whether it was obligatory to have issued the import licence 
to the supplier in question, the Secretary replied that commercial 
licences for large quantities of steel were also being given at that 
time and further commercial importers could well bargain with the 
foreign suppliers for obtaining the best prices. 

24. Asked whether the plea advanced by the firm that the mate- 
rml ,Bered by it was of superior quality was accepted by Govern- 
ment's technical experts, the Secretary stated that the plea was 
rejected. Then the Committee inquired why after the rejection of its 
plea on the 14th July, 1956, an agreement was entered into with the 
firm a few weeks later after a nominal reduction of prices from 
Rs. 724 to Rs. 720 per ton and from Rs. 698 to Rs. 695 per ton for Angles 
and Rounds respectively. The Iron and SteeI Controller cited the 
following note recorded bv the Price and Accounts Officer:- 

"The matter was discussed with Finance when the represen- 
tative of the firm was also present. The lowest price for 
Japanese origin fully tested angles obtained against the 
above tender is Rs. 716 per long ton c.i.f. including impor- 
ters' remuneration for a limited quantity of 140 tons only. 
Other offers were much higher varying from Rs. 757 
to Rs. 783 per long ton. As against this, Messrs.. . . . . . . 
offer is Rs. 724 based on full landed cost plus 4 per cent. 
remuneration. After a good deal of discussions it was 
agreed that we should not lose this offer for fully tested 
MS.  angles of open hearth quality. Accordingly, it was 
decided to confirm the acc~ptance of the offer and after 
negotiations the price was reduced from Rs. 724 to Rs. 720 
per ton." 

25. Other offers referred to in the above note were received after 
the offers had been obtained under the tender enquiry issued on the 
16th May, 1956. Audit, however, pointed out that out of 44 offers 
thus received, at least 30 items were substantially lower than the 



finally negotiated price. The Secretary, Department of Iron and 
Steel promised to look into the matter. 

26. Asked whether the Iron and Steel Controller had full discre- 
tion for accepting a higher offer in perference to lower ones, the 
Secretary, Department of Iron and Steel stated that the Iron and 
Steel Controller had powers to purchase both by means of tenders 
and negotiations and he was assisted by a Financial Adviser. The 
Iron and Steel Controller was of the status of Joint Secretary and 
his Financial Adviser was of the rank of Under Secretary. 

27. The Committee then adjourned till 15.00 hours on Wednesday, 
the 7th September, 1960. 



Proceedings of the Thirteenth Sitting of the Public Accounts C o w  
mittee held on Wednesday, the 7th September, 1960. 

28. The Committee sat from 15.00 to' 17.00 hours. 
PRESENT 
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4. Shri S. A. Matin 
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6. Shri Shamrao Vishnu Parulekar 
7. Shri Purushottamdas R. Pate1 
8. Shri Radha Rarnan 
9. Pandit Dwarka Nath Tiwary 

10. Shrimati Sharda Bhargava 
11. Shri Jashaud, Singh Bisht 
12. Shri Surendra Mohan Ghose 
13. Dr. Shrimati Seeta Parmanand 
14. Shri V. C. Kesava Rao 
15. Shri Mulka Govinda Reddy 
16. Shri Jaswant Singh 

Shri A. K. Roy, Comptroller & Auditor General of India. 
Shri G. S. Rau, Addl. Dy. Comptroller and Auditor General. 
Shri P. K. Sen, Director of Commercial Audit. 

SECRETARIAT 
Shri V. Subramanian-Deputy Secretary. 
Shri Y. P. Passi-Under Secretary. 

Ministry of Steel, Mines and Fuel 
(Department of Iron and Steel) 

1. Shri S. Bhoothalingam-Secretary. 
2. Shri N. C. Deb, Director (Finance), Hindustan Steel Ltd. 
3. Shri K. N. Subbaraman, Director and General Manager (Con- 

struction), Hindustan Steel Ltd. 
Ministry of Finance 

(Department of Expenditure) 
Shri K. L. Ghei, Joint Secretary. 



I I 

MINISTRY OF STEEL, MINES & FUEL 
(DEPARTMENT OF IRON AND STEEL) 

Hindustan Steel Limited 
Audit Report (Civil), 1960 

.Won-maintenance of proper system of Commercial Accounts-para 
87 (i) , pages 95-96-- 

29. An adequate commercial system of accounts had not been 
introduced in two Steel Projects taken over by the Company from 
Government with effect from 1st April, 1957, nor control accounts 
brought into use in the Headquarters office of the Company (in res- 
pect of the accounts maintained by the different Project authorities). 
Detailed assets registers, control ledgers like Store Purchase Ledgers, 
Total Debtors' and Creditors' Ledgers, etc, were not maintained by 
the two projects. In one of the Projects, no Priced Store Ledger 
was maintained. Depreciation of the assets valuing Rs. 226 lakhs 
was not provided for in the accounts of the year ended 31st March, 
1958. Allocation to the assets of overhead expenditure as on 31st 
March, 1959 amounting to Rs. 9.09 crores was not also done. In most 
of the cases of losses, thefts etc. sanctions for write-off had not been 
accorded by the competent authorities and as such corresponding 
accounting entries could not be made or financial adjustments 
,effected. 

30. The Committee enquired why it was taking the Company such 
a long time in maintaining commercial accounts of two of the three 
Steel Projects, viz., Bhilai and Durgapur. The representative of the 
Department of Iron and Steel stated that till their transfer to the 
Company on 1st April, 1957, these Projects followed the Govern- 
mental system of accounting. The process of transfer to the Com- 
pany, which had necessarily to be gradual because of the magnitude 
of the transactions involved, was mainly responsible for a slow 
change-over to the commercial system of accounting. Considerable 
progress in this regard had, however, since been made, and during the 
year 19159-60, almost all the registers and ledgers referred to in the 
Audit para had been introduced. He however admitted that there 
was still some leeway to be mgde, particularly at Bhilai, and hoped 
that this would be done in the accounts of the current year. 

31. In reply to a question, the representative of the Hindustan 
Steel stated that allocation to assets of Rs. 9.09 crores representing 
overhead expenditure had been made in the accounts of the year 
1959-60. In reply to another question, he stated that provision for 
depreciation would be made in the accounts of the following year. 



32. As regards cases of losses, thefts, etc., the representative of 
the Hindustan Steel stated that some of the losses had been written 
off in the accounts of the year 1959-60. The other losses could not 
be written off as the Company was not satisfied with the explanations 
received. The projects had been asked to make further investiga- 
tions and to submit reports as quickly as possible. Further action 
would be initiated on receipt of these reports. 

Increase in costs due to changes in design and payment of demurrage 
charges-para 87 (ii) ( a ) ,  page 96- 

33. The Bhilai Project was undertaken in collaboration with 
the Government of USSR. A project study incorporating the main 
specifications and drawings was prepared by the Government of 
USSR in December, 1955. On the basis of this report and subsidiary 
information obtained, the project authorities invited tenders as well 
as resorted to negotiations with certain contractors for the construc- 
tion work and supply of materials. The detailed drawings had, how- 
ever, not been received in many of the cases before procurement 
action was taken. When these were received, it was found that pro- 
vision had to be made for a large number of extra items which were 
not originally included in the project study, and also for an increase 
in quantities previously indicated; it also entailed special methods of 
construction in some cases. This added to the cost of the project by 
an estimated amou~it of Rs. 4 crores. 

34. In justification of the initiation of procurement action and 
construction before the receipt of detailed drawings, the representa- 
tive of the Department of Iron and Steel stated that according to 
the arrangements arrived at with the Russian Consultants, the com- 
pletion of civil works at Bhilai was to synchronise with the arrival 
of plants from the USSR so that no time was lost in their erection. 
Before starting the civil works, tenders had to be invited. As 
detailed drawings in many cases had not been received from the 
Consultants, tenders were invited on the basis of quantities and 
materials indicated broadly by the Consultants. An alternative 
course was to wait till detailed drawings in these cases too had been 
received; but it would have consider~bly delayed the completion of 
civil works. He further stated that in a project of such a vast magni- 
tude as at Bhilai, changes of the type referred to in the Audit sub- 
para were inevitable. Even if all the detailed drawings were ready 
before the commencement of work, in the course of actual execution 
some changes might still be found necessary on account of certain 
unforeseen physical factors and local circumstances. The process of 
change did not cease altogether till the work was actually complete. 
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The additional expenditure consequent on such changes could not, 
however, be termed as unnecessary. 

Para 87 (ii) ( b ) ,  pages 96-97- 

35. Many items of the plant, including heavy machinery as weU 
as light structures, fully or partly assembled, were despatched in. 
ships of USSR and other countries. Difficulties were encounterea 
at Visakhapatnam in unloading because of the size of these machines 
and equipment. Unloading was consequently slow which resulted' 
in the detention of the ships. This was largely responsible for % 

claim for demurrage of Rs. 62 lakhs for the period from August,. 
1956 to mid-1958. 

36. The Committee were informed that since the middle of 1958, 
the Project authorities had not encountered any major difficulty in 
unloading consignments, resulting in detention of ships. Conse- 
quently, there had hardly been any further claim for demurrage. 

37. Regarding the demurrage claim of Rs. 62 lakhs for the period 
August, 1956-mid-1958, it was stated that Rs. 46 lakhs had already 
been paid, and Rs. 4 lakhs were due to be paid; an amount of Rs. 12' 
lakhs was under dispute, but, it was hoped, the claim for this would' 
be withdrawn by the Russians. 

Irregularities in the emergent local purchases of stores-Pnrn 8T 
(iii) , page 97- 

38. On grounds of emergency, local purchases of stores and' 
electrical goods, costing about Rs. 26 lakhs were made at Bombay 
by some officials of the project in the months of July and August, 
1958. Various types of irregularities in respect of these purchases. 
were reported to have been committed. 

39. In terms of the contract, the delivery of the items was to 
be effected ex-stock and completed within two months from August, 
1958. Out of 1,471 items, all the items were received upto 31st May, 
1959, except 157 items which were received in part and 55 items were. 
cancelled due to non-delivery. . 

40. No receipt vouchers were available to show that the stores 
had been received at the plant site, nor were there any issue notes 
to show that these stores had been issued to works. 

41. The Committee desired to know whether the local purchases. 
of stores and electrical goods in this case were justified on grounds 
of emergency. The representative of the Hindustan Steel state* 



t h a t  the demand for some of the items was of an urgent nature and 
"but for local purchase of these items, the ereotion work would have 
'been held up. The matter had also been investigated into depart- . 
mentally by the project authorities who were satisfied with the 
.urgent nature of demand. 

42. The Committee then enquired the reasons for receipt 
-veuchers/issue notes not being available at the project and also, 
in the absence of these documents, what evidence there was to show 
-that the stores had actually been received at  the plant site and later 
,issued to works. The representative of the Hindustan Steel stated 
-that as the stores were urgently required, the usual procedure of 
preparing receipt vouchers/issue notes was not followed but, instead, 
both receipts and issues were recorded on the indents received from 
'the consuming department. In reply to a question he admitted that 
the procedure followed in the present case was technically irregu- 
lar. 

43. As regards the disciplinary aspect of the case, the Committee 
were informed by the representative of the Hindustan Steel that 
no departmental action against the suspected officials could be taken 
as the matter was pending police investigations, and the relevant 
records were in police custody. The question of taking such action 
would be examined on receipt of police findings which were under- 
stood to be in their final stages. In reply to a question, it was 
stated that none of the suspected officials was suspended pending 
police investigations. In reply to another question, it was stated 
-that of the four officials involved, one had since retired in the normal 
a u r s e ,  and the other three were still in the service of the Project. 

44. The representative of the Department of Iron and Steel was 
then asked to define the policy of the Ministry in matters of this 
type. He stated that in the case of public undertakings, Govern- 
ment generally confined itself to questions of broad policy, leaving 
matters of d~y-to-day administration to the management itself. In 
very exceptional cases, however, where there were strong reasons 
to believe that the company's management had not acted rightly, 

(Government could exercise its power of giving directives. , 
Irregular retention of project money out of the Project Accounts- 

Para 87 ( iv ) ,  pages 97-98- 

45. Due to the unwillingness of the caterer in charge of a Hostel 
.run primarily for the benefit of foreign experts at the Steel Plant to 
.continue the room service, the work was taken over by the Officer- 
-in-charge of the Hostel from 1st March, 1957 for departmental 



management. Under certain oral orders issued by this oficer, room 
service charges at Rs. 0-10-0 and Rs. 1-4-0 per day for single p e r m  
and for families respectively were being collected along with the 
tarilf levies. No cash receipts were, however, issued for these 
charges nor were the recoveries credited into the Project Accounts. 
The collections were kept in a box. 

46. The Committee were informed by the representative of the 
Hindustan Steel that the failure to credit the recoveries of room 
service charges to the Project Accounts was due to a misunderstand- 
ing on the part of the officer concerned who thought that the running 
of room service for the benefit of foreign experts was not a part of 
the Project work and as such the money was not a part of the 
Project Account. On an objection being raised by Audit, the 
officer concerned was directed to credit immediately the collections 
to the Project Account. A departmental Committee was also con- 
stituted to investigate into the matter. On the basis of receipts 
collected from the foreigners and other available records, this com- 
mittee had come to the conclusion that there had been no embezzle- 
ment or misappropriation, but that the records had not been main- 
tained properly. 

47. In reply to a question, it was stated that receipts were not 
issued in the beginning as printed receipt books were not available. 
Later on, when these books became available, receipts were issued. 

Loss of cash amounting to Rs. 10,000-para 87(v), page 98- 

48. A shortage of Rs. 10,000 with one of the cashiers of the Steel 
Plant was noticed on 7th April, 1959. A departmental committee 
was appointed to investigate the matter on or about 9th April, 
1959 and a report to the Police was also made. It was, however, 
noticed that no security deposit or any fidelity bond was taken from 
any of the cashiers employed, though the necessity for this was 
stressed by Audit in August, 1958. 

49. The Committee desired to know the outcome of departmental 
and police investigations. The representative of the Hindustan 
Steel stated that the departmenbal committee, which was appointed 
in April 1959 to fix responsibility and suggest precautionary mea- 
sures for safe custody of cash, after preliminary investigation, failed 
to fix responsibility. The matter was then referred to the police 
who also failed to find any clue to the theft. Indicating the latest 
position, he stated that the cashier had been placed under suspen- 
sion, and it was p r o p e d  to proceed against him departmentally. 
1981(c) LS-2. 



50. In reply to a question, he stated that all the recommendations 
of the departmental committee in regard to safe custody of cash had 
been implemented. 

51. The Committee then enquired why no security or fidelity 
bond was taken from any of the cashiers, though the necessity for 
this was stressed by Audit in August, 1958. The representative of 
the Hindustan Steel admitted that it was a lapse on the part of the 
Company, but added that with effect from May, 1959, this require- 
ment was being strictly enforced. 

Loss of Rs. 1,68,000 in the purchase of cast-iron cement-para 87(vi), 
page 98- 

52. Following a demand for 50 tons of cast-iron cement in Novem- 
ber, 1957 a telegraphic order was placed after enquiry on 17th June, 
1958 with a firm at the rate of Rs. 3.25 per lb. at which the cement had 
been purchased earlier from the same Arm in August, 1957. Mean- 
while, in April, 1958 an offer from another firm to supply a similar 
type of cement at Rs. 1.75 per lb. had been received with samples by 
the Project authorities. The quality of the cement was not examined 
in the project laboratory till October, 1958, when its suitability was 
established. According to Audit, had this been done earlier the repeat 
order could have been placed at the cheaper rate and a saving uf an 
amount of Rs. 1,68,000 effected. 

53. The explanation of the representatives of the Department of 
Iron & Steel and the Hindustan Steel was that for sealing the cooling 
plates of the second and third blast furnaces whose erection was sche- 
duled to commence in June and September 1958, 50 tons of the mate- 
rial were required. Having in view the experience in the case of 
first blast furnace, where due to delay in the receipt of this type of 
cement, the whole erection schedule was upset and the quality of 
work also suffered, the Project authorities wanted to ensure that the 
requisite quantities of the material would be available before they 
were actually required for use in the erection of the second and 
third blast furnaces. Although a cheaper offer had been received in 
April, 1958, the suitability of the cheaper material was not deterrnin- 
ed then. Thus, at the time of placing the repeat order, there were 
two alternatives before the Project authorities: either to purchase 
the material of proved quality at higher rates or to wait for the labo- 
ratory-tests of the material offered at lower rates. On grounds 
of urgency, the Project authorities chose the former course. 

54. The Committee understood from Audit, that in July, 1959, i.e., 
more than a year after the placing of the repeat order, a part (7 
tons) of the quantity purchased in August, 1957 (25 tons) and bulk 



of the quantity ordered f o r  in June, 1958 still remained unused. The 
representative of the Company was asked to reconcile this with the 
statement that at the time of placing the telegraphic order for 50 
tons in June, 1958 the demand was urgent. He desired to check the 
figures of consumption and promised to explain the matter later. 

55. Regarding the results of laboratory tests of the cheaper mate- 
rial, the Committee were informed that according to the Laboratory 
Assistant-in-charge, it was suitable for the purpose. He was, how- 
ever, overruled by the Russian Chief Engineer. As for the delay in 
condbcting tests, it was stated that samples were received from the 
firm only on the 23rd May, 1958. Further delay was caused by the 
late receipt of larger samples from the firm, which the laboratory had 
asked f o ~ .  

Extra expenditure on account of manufacture of 'inserts' amounting 
to about Rs. 2.50 lakhs-para 87 (xi), pages 99-100- 

56. Large quantities of iron 'inserts' were required to be manu- 
factured for embedding into the concrete masonry. 

57. On the 11th March, 1957, the Project authorities called for 
tenders to be opened on the 21st March, for the manufacture of these 
inserts. In consultation with the main civil engineering contractor 
the authorities, however, entered into a contract on the 15th March, 
after the tender notice had issued for the fabrication of inserts of 
various sizes, at rates ranging from Rs. 840 to Rs. 1,470 per ton, for 
the quantity needed in the six months end5ng October, 1957. The 
two lowest tenderers who had responded to the notice quoted Rs. 260 
to Rs. 350 per ton. Even though the original contract covered only 
the supplies needed upto October, 1957, repeat orders were placed 
with this contractor upto 15th July, 1958 at the higher rates. 

58. According to Audit, as a result of this hurried "but apparent- 
ly unnecessary arrangement" there has been an avoidable extra 
expenditure of about Rs. 2.50 lakhs. 

59. In evidence, the representative of the Department of Iron and 
Steel explained that the fabrication of 'inserts' being a difficult job, 
the foreign experts had insisted that, in the interest of co-ordination 
with other works and expedition, the initial contract should be 
placed on the main Civil Engineering contractors. Accordingly, 
arrangements were arrived at with them in February, 1957, whereby 
they were to manufacture 'inserts' to meet six months requirements. 
After this, there arose an additional demand for 'inserts'. To! And 
out whether 'inserts' could be manufactured by other firms also, 



tenders were invited on the 11th March, 1957. In response to these 
tenders, quotations were received from two Arms. One of these 
proved a failure and other's performance was unsatisfactory. In the 
latter case, there was not only a failure in the supply of the stipulat- 
ed quality but the delivery period was also not adhered to. The Dy. 
Comptroller & Auditor General intervened to point out that to the 
end of February, 1959, considerable quantities of 'inserts' (2593 tons) 
had been manufactured and supplied by the other firms at much 
lower rates-in some cases rates paid to these firms being about one- 
fourth of those paid to the Civil Engineering contractors. The repre- 
sentative of the Hindustan Steel, however, stated that the rates paid 
to the various concerns were not comparalble in that whereas the 
main Civil Engineering contractors used mostly cut piece, reinforce- 
ment and waste steel and were thus issued small quantities of new 
steel, larger issues of steel had to be made to other concerns who 
received extra payment for cutting steel and were also given some 
free equipment. The two firms offering lower rates had quoted only 
the labour rates. It was, however, admitted that the difference on 
account of the other factors should be only of the order of 15%. The 
Committee desired to be furnished with a comparative statement 
showing the quantities of 'inserts' manufactured and supplied by the 
various concerns together with the comparable rates paid therefor. 

60. The Committee then. adjourned to meet again at  15.00 hours 
Friday, the 9th September, 1960. 
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Obituary reference 
62. At the outset, the Chairman gave an expression to the deep 

sense of loss and grief occasioned by the passing away of Shri Feroze 
Gandihi who was a sitting Member of  the Committee. 

The Chairman and Members also desired that their sense of loss 
and deep sympathy should be conveyed to the members of the 
bereaved family. 

The Committee then observed a minute's silence as a mark of res- 
pect to the memory of the deceased. 

MINISTRY OF STEEL, MINES & FUEL 
(DEPARTMENT OF IRON AND STEEL) 

Hindustan Steel Limited 
*Statement made by  the Minister of Steel, Mines & Fuel in Lok 

Sabha on 7th  September, 1960, on, a Calling Attention Notice 
re: low production of pig iron and steel at Rourkela and 

Bhilai. 
63. From the above Statement, the Committee learnt that the 

Bhilai Steel Plant which had in operation two  batteries of coke ovens 
and two blast furnaces, three out olf the six open hearth furnaces 

*See Appendix 111. Annewre No. 122 to L.S. Deb. dated 7-9-60. 



and the blooming and billet mill, had produced about 487,000 tons 
of pig iron and 92,000 tons of steel ingots till the end of March, 1960. 
Production in the corresponding period of the Rourkela Steel Plant, 
which had likewise in production two batteries of coke ovens, two 
blast furnaces, the melting shop and the blooming and slabbing 
mill, was about 273,000 tons of pig iron and 68,000 tons of steel. Pro- 
duction of the two plants during the five months from April to 
August, 1960 had been as follows: 

Rourkela 

Pig iron Steel 
April I 960 33,787 15,625 
May 1960 26,005 13,369 
June 1960 26,191 14,360 
July I 960 30,596 15,360 
August 1960 31,87763 16,392@ 
(@ till 29th) 

(in metric tons) 

Bhilai 

Pig iron Steel 

55,539 23,761 
56,180 21,538 

46,507 22,034 
499095 26,627 

509712 23,914 

64. The Committee also learnt that the rated capacity of the two 
blast furnaces at Rourkela-both of which had been proved-was 
60,000 tons of pig imn per mensem, as against which the actual pro- 
duction during the period April-August, 1960 worked out, on an 
average, to less than 30,000 tons per mensem. Further, though the 
third blast furnace at Rourkela had been ready in all respects for 
commissioning for some weeks past it was yet to be commissioned. 
There was no indication in the Statement of any possible date, by 
which it was to be commissioned. Likewise, the third blast furnace 
at Bhilai also lay uncommissioned for some weeks past. 

65. The Secretary, Department of Iron and Steel stated before the 
Committee that the plant at Rourkela was planned differently from 
that at Durgapur and Bhilai. I t  was the function of the latter twa 
plants to cast the pig iron production of an entire blast furnace and 
therefore each of them was equipped with two pig-casting machines. 
Although one casting machine can take daily the full load turned 
out by one blast furnace it cannot do so continuously for long. On 
the other hand, the Rourkela plant was to convert the whole output 
of iron into steel except about 100,000 tons of pig iron per year tu 
be cast for its own requirements. Therefore, only one pig-casting 
machine was provided in Rourkela. 



66. There was a time-lag of 3 or 4 months between the commis- 
sioning of blast furnace in Rourkela and the coming up of the steel 
making equipment. During these 3 or 4 months the pig-casting 
machine had to work continuously to cast the entire production of 
iron. This was early in 1959. The production of steel started in 
April, 1959 when the first of the four open hearth furnaces was com- 
missioned. At the end of 1959 or early in 1960, two (out of four) 
open hearth furnaces, two (out of three) L.D. converters and one 
slabbing mill were working. As the quantity of pig iron used for 
steel making was thus limited during the earlier stages i.e. from 
April, 1959 onwards, the balance of iron produced had to be cast. 

67. Frequent break-downs in the dolomite calcining plant coupled 
with the limited capacity of the pig-casting machine were mainly 
responsible for low level of production at Rourkela. Explaining the 
impact of these factors on the level of production, the Secretary 
stated that out of a target of one million tons of steel to be produced 
at Rourkela, about three-fourths was to be produced by L.D. pro- 
cess in three steel converters and the remaining quantity by open- 
hearth method. The L.D. converters as also open-hearth furnaces 
had to be lined with dolomite bricks which needed to be changed 
after a given number of heats. But, as cxsoking (conversion of a pour 
of hat iron into steel) in the case of an L.D. converter took about 
three-quarters of an hour as against about 12 hours taken in the case 
of an open-hearth furnace, brick-linings of the former type of plant 
had to be changed at much shorter intervals (after about every 3-4 
days as against 5-6 weeks in the case of an open-hearth furnace). 
The production at Rourkela being mostly by L.D. process, for the 
working of the plants to full capacity, a continuous and large supply 
of dolomite bricks of the requisite quality was needed. But this 
could not be ensured because of shortage of burnt dolomite caused 
by frequent break-downs in the dolomite calcining plant. These 
break-downs-which had been manifest since January, 1960-not 
only resulted in low production of the steel-conversion plants but 
also affected that of the blast furnaces. For, the hot metal to be pro- 
duced by the blast furnaces had to be limited to what could be taken, 
on the one hand, by the steel melting shop, and, on the other, by the 
single pig-casting machine. Though this machine's capacity was 
about a thousand tons a day, it could not do so on a collitinuous basis. 

68. Recounting the measures so far takfn for the rectification of 
the defects in the dolomite calcining plant, the witness sMted that 
despite the best efforts of the engine~rs, including the German sup- 
pliers and some specially invited American experts, the plant did not 
work properly. Extensive repairs and realignments were again under 



way, and it was hoped that the plant would be set right by October, 
1960. 

69. In reply to a question, he stated that whatever spare quantities 
of this material were available with other steel plants, were being 
continuously procured for use at Rourkela, but the capacity of the 
other plants to spare this material was also limited. 

70. In reply to another question, he stated that it ,would not be 
advisable to set up another dolomite calcining plant at Rourkela to 
safeguard against such possible break-downs. 

71. Referring to other factors which had ladversely affected produc- 
tion, the witness stated that some loss of production at Rourkela had 
also been caused by occasional interruptions in the operations of the 
blast furnaces. In one case, due to failure of the cooling system around 
a pipe taking hot eir into the furnace, the pipes got burnt, and before 
the pipts could be repaired, some water got into the furnace. In 
another case due to the poor quality of iron ore, something got semi- 
solidified within the space where molten metal was cooked, and when 
it fell on the molten metal, there was an upward splashing of some of 
the molten metal. Such interruptions, he added, were just accidental 
and were not the result of any defect in the plant. 

72. As regards iron ore, e stated that no shortage of the ore had 
been experienced at Rourkela, and consequently there had been no loss 
of production there on this count. At Bhilai, however, this was one 
of the major causes responsible for fall in production. The bottleneck 
h ~ d ,  however, not been so much the lack of ore as the transport of ore 
from the mines to the rail-head. Of late, however, the position had 
shown signs of improvement. 

73. As regards supplies ol coal, he stated that even during the 
period of low production of steel and pig iron at Rourkela the receipts 
of coal had not been equal to the daily consumption. Another serious 
consequence of short supply of coal was retardation of the commis- 
sioning of the third blest furnace. The coke oven battery of this 
furnace could be charged only after sufficient stocks of coal had been 
built up and steady supplies of coal assured. The stocks of coal which 
were about 69,000 tons in January, 1960 had fallen to about 37,000 tons 
at the end of August, 1960. 

74. So far as Bhilai was concerned, shortage of coal coupled with 
that of iron ore had been mainly responsible for a steep fall in pro- 
duction in the months of June and July, 1960. In this case too, as in 
the case of ~ourke la ,  the commissioning of the third blast furnace had 
been held up due to shmt receipts of coal. 



75. The Committee then desired to be furnished with the following 
information in respect of both Rourkela and Bhi1ai:- 

(i) Approximately, how much loss of production had been 
suffered on a ~ u n t  of short receipts of coal and iron ore, 
defects in plants, occasional interruptions in the opera- 
tions of blast furnaces, etc. ? What, epproximately, was 
the money value of this loss? 

(ii) (a) When was the erection of the third blast furnace com- 
pleted and when is it expected to be commissioned? 

(b) What were the reasons that s a c i e n t  stocks of coal were 
not buiit up well ahead of the completion of the third 
blast furnace so that it could be commissioned without 
any delay? 

(iii) What measures have been or are proposed to be taken to 
attain the rated capacity of all the blast furnaces erected 
so far? Approximately, by what time, is the rated c a p -  
city expected to be attained? 

76. The Committee then examined the representatives of the 
Department of Mines and Fuel in regard to short receipts of coal at 
the steel plants. The explanation of the representative of the Depart- 
ment of Mines & Fuel w s  that there had been no shortage of coking 
coal at pitheads, and that, in fact, as a result of discussions with the 
coal industry, an additional supply of over 8 lakh tons of Selected 
Grade coals for the period June-December, 1960 had been arranged. 
Due, however, to the inadequacy of transport arrangements, the 
requisite quantities of coal could not be carried to the steel plants. 
Quoting figures in support of his statement, he stated that to cope 
with the current level qf requirements of the steel industry in the 
public sector, a b u t  1,450 wagons per day were required. The nurn- 
ber of wagons, however, made available by the Railways had been 
short by cabout 300-400 per day during the past few months. In reply 
to a question, he stated that unless a steady supply of 1650-1700 
wagons of coal per day was maintained it might not be possible to 
move sufficient stocks of coal for the third blast furnace to be com- 
missioned at Rourkela and Bhilai by November, 1960. 

77. The Committee then enquired about the procedure r e p d i n g  
allotment of wagons for transport of coal to steel plants. The repre- 
sentative of the Department of Mines and Fuel stated that with each 
plant in the public sector, a number of collieries were linked. Indents 
for wagons were placed by these collieries on the Coal Controller who 
accordlng to a bwic loading programme made daily allotment of 



wagons. The basic programme, in its turn, depended upon the num- 
ber of wagons offered by the Railways from day-to-day and the opera- 
tional convenience of the Railways. 

78. In reply to another question, the witness stated that bulk of 
the coal requirements of the steel industry was met by collieries in 
the private sector, and only a small part by the collieries of the 
National Coal Development Corporation. 

79. Before the Committee took up next item on the agenda, they 
desired that the following information* should be called for from the 
Ministry of Railways (Railway Board) : 

(i) What were the reasons that as against a monthly programme 
of 66,000 tons, quantities of coal transported to steel 
plants were only about 34,700 tons in May and 32,000 tons 
in June, 1960? 

(ii) What steps have been or are proposed to be taken by the 
Railways to ensure that the production programme of the 
steel plants in the public sector is not hampered on 
account of inadequate arrangements for the transporta- 
tion of coal to steel plants? 

Audit Report (Civil), 1960 
Unnecessary expenditure of about Rs. 22 lakhs cm onconstruction of' a 

road.-Para 87 ( z iv )  (a), page 101- 

80. In March, 1957 the foreign experts at Bhilai advised the use of 
limestone for Civil Engineering construction work at the Project. A 
limestone quarry was located at a distance of about 16 miles from the 
Project site and for transporting the material to work-spot it was 
decided in December, 1957 to construct a new road from the quarry, 
which was completed in March 1959 at a cost of Rs. 22 lakhs. In 
March, 1959, a railway line was also laid between Bhilai and the 
limestone quarry, which eliminated the need for transport by road. 

81. Audit felt that the construction of a new road at a cost of Rs. 
22 lakhs merely for the purpose of shortening the lead for the trans- 
portation of materials from the quarry by about 11 miles did not 
appear to have been well-advised from the financial point of view. 

82. In evidence, the representative of Department of Iron and Steel 
stated that the expenditure incurred on the construction of the road 
could not be considered unnecessary as the road had been found to be 
useful to the Project. Apart from the financial benefits that had 

*Since received. See Appendix 111. 



accrued to the project consequent on the shortening of the lead, the 
construction of an airstrip recently midway between Bhilai and the 
quarry and the proposed establishment of a Township had made this 
road quite necessary. The development of another limestone quarry 
had also added to its utility. 

83. In reply to a question, he admitted that at the time the cons- 
truction of the road was taken up, none of the subsequent development 
was in the mind of the Project authorities. Even then, he added, for 
the purpose of transport of limestone from the quarry to work-spot 
and of carrying mining equipment from Bhilai to the quarry, the con- 
struction of this road-which substantially shortened the lad-was 
considered necessary. 

84. The Committee then desired to know the reasons for delay in 
the construction of the road. The representative of the Hindustan 
Steel attributed it to (i) Unprecedented heavy rains, (ii) Delay in 
the acquisition of a portion of the land, and (iii) Delay on the part 
of the contwctor. As to the action taken against the contractor for 
delay, he stated that suitable penalty had been imposed on him. 

Para 87 (xiv) ( b )  -Pages 101-102- 

85. According to Audit till the time the above road was ready, the 
Civil Engineering contractor, whose rates for limestone included a 
lead upto 16 miles only had been using an old and longer road of 27 
miles, and had been paid, for the extra lead of 11 miles, about Rs. 12 
lakhs on the quantities conveyed from the quarry by this route. It, 
however, appeared from records that the claim of the contractor was 
based on his assertion that he used the longer route of 27 miles 
throughout the entire period upto March, 1959, although a diversion 
roadway, which reduced the distance by 7 miles, was available by the 
end of the monsoon season of 1958 (i.e. October, 1958) and this road 
was actually being used by another contractor of the Project. 

86. The Committee were informed by the representetive of the 
Hindustan Steel that the contractors' claim for Rs. 12 lakhs had not 
yet been admitted, and that payment to the contractor would be made 
only after verifying the quantities actually conveyed by the longer 
route. 

Extra expenditure of Rs. 1.06 lakhs incurred in supplying and W n g  
of window shutters-Para 87 (xv) , page 102- 

87. In March-April, 1957, the tenders of three parties for the cons- 
truction of 240 houses, including all wood work th-rein, were accept- 
ed. Orders for the commencement of the work were also issued 
during March and May, 1957. 



88. In May, 1957, the items relating to the supply and Axing of 
window shutters were withdrawn from the contractors. The window 
shutters were purchased in the open market and were fitted by con- 
tractors. The cost of shutters and their fitting amounted to Rs. 
1,76,408 cagainst Rs. 1,14,270 payable to the original contractor under 
the contract. 

89. In a similar case the work relating to window shutters was 
withdrawn from the building contractors and both purchase and the 
fitting of the shutters was done departmentally, the cost being Rs. 
2,30,107 as against Rs. 1,86,162 under the original contract. 

According to eudit, the avoidable expenditure in the two cases 
amounted together to Rs. 1,06,083. 

90. Explaining the reasons for withdrawing the work from the 
contractors, the representative of the Hindustan Steel stated that 
after the contracts for the building of houses, including fixing of 
door and window shutters, had been placed, it was found that doors 
of the requisite quality (viz., C. P. Teakwood), could not be supplied 
by the contractors as  quality wood was not available in the market. 
Consequently, work relating to door shutters was withdrawn from 
the contractors. The contractors then represented that they should 
be exempted from the execution of window shutter work also. As a 
result, this work had also to be withdrawn. 

91. When asked whether the Project authorities were able to pro- 
cure door shutters of the quality wood, the witness stated that the 
original specifications had to be changed. He. however, admitted in 
reply to a further question that both door and window shutters, as 
per the changed specifications, could have been supplied and fixed by 
the contractors. 

92. Earlier, in reply to another question, the witness had admitted 
that the withdrawal of word work from the contractors was unfortu- 
mate. 
Defective Piling Foundations-Para 87 (xvi) , page 102- 

93. Owing to the nature of the soil at another unit of Hindustan 
Steel Ltd., several units of plant such as Blast Furnace, Melting shop, 
etc. had to be founded on piles: driven to different depths depending 
upon the soil, load factor, etc. The work of pile-driving was being 
executed by the principal contractors under the supervision of the 
Compny's Consulting Engineers. On the strength of the certificates 
given by the Consulting Engineers, running payments to the extent 
of Rs. 60,84,280 had been made to the principal contractors upto 
December, 1958. 



94. In January, 1959 some of the piles in a part of the Steel Project 
for which payments of Rs. 35,96,051 had already been made, were 
found to be defective and required replacement. The matter regard- 
ing the certification of defective piles by the Consulting Engineers 
was investigated by an expert committee. 

95. The Committee were informed by the representatives of the 
Department of Iron & Steel and the Hindustan Steel that the principal 
contractorp had agreed to rectify all the defects in the piling at their 
own cost. They had also undertaken to rectify at their own expense 
any damage to the plant and other works due to any such defect that 
might take place during the next 10 years. A draft agreement to 
this effect had already been prepared by the Company and was at 
present under the consideration of the principal contmctors. 

98. In reply to a questipn, the Committee were informed that in 
the light of the experience during the ten-year period, they (the 
Company) will examine what further guarantees would be necessary. 

97. As regards payments already made to the contractors for pile- 
driving work, the witness stated that these were under review. 
Roughly, tin amount of about Rs. 10 Iakhs was proposed to be recover- 
ed. 

98. Referring to wrong certification of defective piles by the Con- 
sulting Engineers, he stated that the report of the expert Committee 
in the matter was at p~esent with the Company. One of the recom- 
mendations of this Committee required that some more observations 
should be carried out. The Project authorities had, accordingly, been 
asked to do so. After this had been done, the Company would finalise 
its comments and formrd the same together with the report to Gov- 
ernment. 

99. Regarding the question of fixing responsibility for wrong cer- 
tification, he stated that the Consulting Engineers-who, in terms of 
the contract, were responsible for supervision of piling work-had 
removed their Chief Civil Engineer. 

Extra expenditure in the purchase of bricks-Para 87(xvii), pages 
102-103- 

100. About 180 lac bricks were required at the Project site for 
construction work. The entire supply could not be obtained from 
one contractor and tenders of five contractors were accepted in 
November, 1956 for the supply of 133 lec first class bricks (rates Rs. 
32 to 36 per thousand) and 45 lac 2nd class bricks (rates from Rs. 29 
to Rs. 35 per thousand). The supply was to commence in December, 
1956 and 80 per cent of the supply was to be made within five months 
and the balance within the next two months. During the period of 



seven months, however, only a small quantity (4 lacs) of second class 
bricks was actually supplied. The first class bricks offered for deli- 
very by the different contractors were, on inspection by the senior 
engineers of the Project at the Kilns, found to be of a lower quality 
and were proposed for acceptance only as second class but the con- 
tractors did not accept this classification. 

101. In July, 1957 all  the contracts were terminated and fresh ten- 
ders were invited. In September, 1957 tenders of six contractors were 
accepted at considerably higher rates varying from Rs. 45 to Rs. 48.25 
per thousand for Arst class bricks and from Rs. 44 to Rs. 45 per 
thousand for second class bricks. The Chief Project OfRcer did not 
exercise the power of risk purchase as provided in the original agree- 
ments. According to audit, by terminating the previous contracts 
and accepting fresh tenders at higher rates an extra and avoidable 
expenditure of about Rs. 2.3 lacs was incurred. 

102. The representative of the Hindustan Steel observed that in 
the early stages of the Project, due to lack of sufficient experience, 
the Project administration felt that the penalty clause could be invok- 
ed in the case of delay in supply and not in the case of supply of 
defective material, which itself was under dispute. This view was, 
however, not accepted by the Ministry who asked the Project autho- 
rities to consider the possibility of preferring claims even at that 
stage. The latter, however, replied that having once cancelled the 
contract, it was not now possible to revive the claim. 

Loss in setting up Jetties-Para 87 (xviii), pages 103-104-- 
103. To speed up the clearance of shipments and their despatch to 

the Project site at Rourkela the managpment examined in August, 
1957 the possibility of constructing departmental jetties at a place 16 
miles upstream from the Calcutta docks. The consultants, however, 
gave their opinion (in February, 1958) that in view of the reduced 
shipment programrrie after September, 1958 and in the light of 
improved conditions at Calcutta Port, they did not expect any serious 
difficulties in the clearance of shipments at Oalcutta. In spite of this 
opinion, the authorities decided on 19th February, 1958 to construct 
three departmental jetties at an estimated cost of Rs. 9 lacs to be com- 
pleted before the monsoon of 1958. It was felt that even if the jetties 
were not ready before the monsoon, there would still be enough tra- 
fflc afterwards and even a modest trafflc of about 50,000 tons per 
annum would make the scheme profitable. 

104. The construction of the three jetties was taken up in March, 
1958, but they could be only partially commissioned for work in Feb- 
ruary, 1959. In July, 1959, i.e., in less than 5 months after they were 



commissioned, it was found that the jetties had suffered considerable 
damage and that the river basin had also silted up. The movement 
of the boats was, therefore, restricted to only 3 or 4 hours during high 
tide, thus keeping labour and machinery idle for the rest of the day. 
Only 13,100 tons of cargo could be handled through these jetties upto 
17th November, 1959. 

105. The project authorities recommended that the jetties should 
be disposed of and materials such as cranes, rails, etc. should be remov- 
ed for use elsewhere. 

106. Indicating the latest position, the representative of the Depart- 
ment of Iron & Steel stated that it had since been decided not to dis- 
pose of the jetties but to use them not only for handling the imports 
of the Company, but also its exports. The Hmvy Engineering Cor- 
poration was also expected to make use of them. 

107. Dealing with the financial aspect of their working, ths witness 
stated that according to the estimates of the Project authorities, even 
a modest traffic of 2,000-3,000 tons p a  mensem would make the jetties 
a p y i n g  proposition. The traffic to be actually handled at the jetties 
was expected to be much more than this. 

108. In reply to a question, it was s t a t ~ d  that the maximum hand- 
ling capacity of the jetties was about 8-10 thousand tons per month. 

MINISTRY OF STEEL, MINES & FUEL 

National Coal Development Corporation Limited 

Loss of coal despatched from a colliery-Para 86 (i), pp. 93-94-- 

109. At the weighbridge yard of a certain railway station excess 
coal from overloaded wagons sent from a Government colliery had 
to be taken out according to the Railway rules to allow the correct 
load being despatched. In some cases the unloaded coal was again 
loaded in underloaded wagons received from the same colliery to 
make up the correct load. The records pertaining to the weighbridge 
for the period from 1953-57 (upto 2Pth September, 1957) showed 
that the excess quantity taken out of the wagons was 3,122 tons of 
which the quantity reloaded during the period was 1,360 tons. On 
this basis 1,762 tons of coal valued approximately at Rs. 30,000 
should have been available at the weighbridge yard of the railway 
station but no stock was physically traceable. Further, such unloaded 
stocks of coal lying at the weighbridge yard was also not accounted 
for in the closing stock of coal of the colliery a t  the end of each year. 



110. The Ccmmittee were informed by the representative of the 
National Coal Development Corporation that,  according to the proce- 
d u r e  as now evolved, all excess coal taken out fkcm over-loaded 
wagons was, as far as possible, dumped in extra wpgons. As a 
result, there was very little accumulation of coal in the Railway 
Yard and that too, for a verv short period. Quoting figures of 
unloaded coal furnished bv the Railways tc  the Corporation, he 
stated that the quantity of  accumulated coal in January, 1959 was 
only 21 tons, 5 cwts. He further stated that to obviate the need 
for weighing coal in the weighbridge yard of the Railway Station- 
a distance of about 14 miles from the colliery siding-an order for a 
weighbridge of 100 tons capacity had already been placed. The 
weighbridge was expected to bc installed at the colliery siding with- 
in a few months. 

Unsatisfnctorl/ maintenance of accounts-Pnrn 86 (i t) .  page 94- 

111. According to  Aucht, the accounts of thc Naticnal Coal Deve- 
lopment Corporation had not been mantamed properly and the 
entire acccuntin? system r e q ~ ~ i r e d  reorganisation. 

112. In evidence, the representative of the National Coal Develop- 
ment C' irpv-ation stated that the current accounts of the Corpora- 
tion I v x e  heinq maintained in accordonce with commercial system 
of accounting. introduced b ~ .  the Cnrpnraticn, in consult.ation with 
the profewional auditors. 'i'hr ucc:ri~mts pertaining to the years 
1956-57 t o  1.358-59. c~spc~iall?. in respect of fixed assets, needed 
recasting. . 4 f t t ~  !hese acro!lnt~ had h w n  recast, Ifley woaltl 1.t 
forwarded to the professional audit,ors. If' pcssible, the recast 
accounts f o l  these years would be issued along with the acccunts 
for the vcar 1959-60. 

113.. R(i!c?-.ring to item (5) of  Ihr Audi t  para, acc:~rding to  which 
"Miscellaneous espenditure and lo-,ses totalling Rs. 289.89 lakhs 
ccxld nct be analysed for want  of details", the Committee desired 
to know the latest position. The representative of the National Coal 
Development Corporation stated that the analysis of figures as  
available in Government's books of accounts had been gone through 
by  the Corporation. Certain details had now become available 
which would be placed before i h e  Audit Department for examina- 
tion. 

Avoidable payment of interes: charges-Pam 86 (iv) , page 95- 

114. The Company obtained a lcan of Rs. 4 crores at  44% interest 
from the  Government in two instalments of Rs. 2 crores each in 
1981 (c) LS-3. 



January, 1958 and March, 1958. As the whole amount was not 
immediately required a total sum of Rs. 3.4 crores was deposited as 
"call deposits" @23'/: per annum with the State Bank of India in 
several instalments in February and March, 1958. This resulted in 
extra payment of interest charges amounting to Rs. 1,43,288 to 
Government due to premature drawal of the loans. 

115. The Committee were informed by the representative of t h e  
National Coal Development Corporation that the first instalment 
amounting to Rs. 2 crores drawn by the Ccrporation in January 
1958 was disbursed by March, 1958, as per the expectation of the  
Corporation. The expenditure out of the second instalrnent of the 
same amount, however, spread over six months (April September, 
1958), instead of 2-3 months (Apr i l - June ,  1958), as originally anti- 
cipated. The reason for the longer spreadover in the second case 
was that a considerable amount waa to  be spent on purchases o f  
stores (including purchases from abroad) payment for which could 
be made only on receipt of stores. Thesc, however, did not arrive 
in time. 

Capital In?~eslment and Cost of Productiow per t o n  of coal and  lez'cl 
of production in the Public Sector- 

116. The Committee desired to know how the capltal investment 
and cost of production per ton of coal raised in the public sector 
compared with thcse in the private sector. The representatives of 
the Department of Mines and Fuel and N.C.D.C. stated that t h e  
capital investment per ton of coal raised in the public sector did. not 
differ much from that In the private sector, and that in some cases. 
the former was even lower 1-ikewise, in the case of new invest- 
ment, the cost of production per ton of ccal of each grade raised in  
the collieries of the Corporation compared quite favourahlv with 
that in the private sector. 

117. The representative of the Department of Mines and Flip: 

added that comparisons between the two sectors could not be carried 
too far, inasmuch as the Corporation was carrying on production in 
its collieries in Giridih even at a loss,<in pursuance of the coal coneer- 
vation policy of Government. 

118. The Committee then inquired whether the Corporation 
expected to achieve its target of production as laid down in thc 
Second Five Year Plan. They were informed t h ~ t  as  against t he  
target of 13.5 million tons per annum to be produced by the Ccrpo- 
ration by the end of the Second Plan period, its level of production 



was expected to be approximately 9 million tons, resulting in a 
shortfall of 4.5 million tons. The corresponding shortfall in the 
private sector was expected to be only 1 million tons per annum. 

119. The Committee then adjourned till 15.00 hours on Saturday, 
the 10th September, 1960. 



Proceedings of the Fifteenth Sitting ef the Public Accounts Com- 
mittee held on Saturday, the 10th September, 1960 

120. The Committee sat from 15'00 to 17'20 hours 

Shri  Upendranath Barman-Charrlnan. 

2. Skri Maneklal Maganlal Gandhi 
3. Shri Vinayak Rao K.  Koratkar 
4. Shri S. A. Matin 
5 .  Shri Baishnab Charan Mullick 
6. Shri T. K.  Neswi 
7. Shri Shal-1-11,acl ?7ishnu Palwlekar 
8. Shri P ~ ~ r ~ ~ s h o t l a m d a s  R.  Patel 
9. Shri Radha Raman 

10. Dr. N. C. Samantsinhar 
11. Pandit Dwarka Nath Tiwary 
12. Shrimati Sharda Bhargava 
13. Shri Jashaud Singh Bisht 
14. Shri Surendra Mohan Ghose 
15. Shri V. C. Kesava Rao 
16. Shri Mulka Govinda Reddy 
17. Shri Jaswant Singh 

Shri A. K. Roy. Comptroller & Auditm General of Indza.  
Shri S. Venkatararnanan, Accoz~ntant Grne~ul ,  Centmi 

Revenues. 

Shri V. Subramanian--.Depuiy Secretary. 
Shri Y. P .  Passi-Under Secretary. 



Ministry of Home Aflairs 
1. Shri V. Viswanathan, Secretary. 
2. Shri Hari Sharma, Additional Secretary. 
3. Shri N. Sehgal, Joint Secretary. 
4. Shri R. R. Bahl, Joint Secretary. 
5. Shri H. K. Tandon, Secretary, U.P.S.C. 
6. Shri K. L. Rathee, Finance Secretary, Delhi Administra- 

tion. 

Minis~vy of Food & Agriculture 
(Department of Agriculture) 

Shri R. C. Soni, Deputy Inspector-General, Forests. 

Ministrg of Defence 

Shri 0. Pulla Reddv, Sec~efarg .  

Ministrp of Finance (Defence) 

Shri Jayashankar, Financial Adviser, Defence Services. 

~Vznzstr?l of Ftnance 
(Department of Expenditure) 

Shri B. Mukherjee. Joint Secretary. 

121. The Committee took up consideration of the Appropriation 
Accounts (Civil), 1958-59 and Audit Report, 1960 relating to the  
Ministry of Homc Affairs. 

AUDIY REPORT, 1960 

Air journeys oJ a C f l h l n , ~  Minister-Para 95-page 114,- 

122. In April, 1958, a illmister on his journey to Calicut from 
Delhi used three I.A.F. planes, including an aircraft flown all the  
way from Jcdhpur for the last lap of the iourney of sixty miles 
only from Cannanore to Calicut. A war-time disused airstrip a t  
Calicut (Kozhikode) was cleared, levelled and made temporarily 
suitable for the landing of the aircraft, by the State Government at  
some cost, which was evcntuall;, borne by that Government sfter 
initial claim at the special request of the Government of India. 

123. The same Minister used an I.A.F. plane for his jcurney from 
Delhi to Bangalore on 12th January, 1960. The plane returned empty 
to Delhi on the same day and returned after 5 days to Bangalore on 
18th January, 1960 to bring the Minister back to Delhi. 



124. According to Audit, the accepted principle for official 
journeys, viz., that these should not coincide with attendance at 
political or pnvate functions, seemed to have been overlooked in 
both the journeys undertaken by the Minister. 

125. In evidence, the representative of the Ministry of Defence 
stated that the Indian Air Force maintained at Palam airport a 
fleet consisting of certain aircraft for the use of the V.1.P.s The 
Minister concerned was entitled to use these aircraft for official 
purposes. The journey to Calicut was undertaken by the Minister 
to attend to certain cfficial business there and at intermediary 
stations. The witness was not aware of any private function attend- 
ed by the Minister during this tour. As regards the justification for 
using three planes for the journey, he informed the Committee that 
the Minister travelled from Delhi to Bangalore on the 22nd April, 
1958 by a Viscount and after attending to official duties, he took a 
Uakota from there on 24th April for Mangalore, as the Viscount 
could not land at Mangalore. The Viscount returned to Delhi with 
other V.I.P. from Bangalore. From Mangalore to Cannancre the 
Minister uscd a newly acquired aircraft which was being tried cut 
by the I.A.F. at various places to see the landings and was incj- 
dentally used for the journey of the Minister. In order to save public 
time, the Minister actually took a risk by using this plane. From 
the 24th April to 28th April, 1958, the Minister was engaged in 
important items of official work at  Cannancre and arrived at Calicut 
on the 28th April, 1958. After attending to  official work at Calicut 
he left for S u l u r  on the 29th April, 1958 where he changed over to 
a Viscount for his journey to Delhi. The witness added that I.A.F. 
plancs were required to do certain number of flying hours in order 
to b c ~  in cperational trim. None of the aircraft used by the Minister 
exceeded the prescribed flying hows and. therefore, did not invlove 
the Air Force in any extra expenditure. In reply to a question he 
stated that the road journey from Mangalore to Cannanore, Cannan- 
ore to Calicut and Calicut to Sulur was inconvenient and time con- 
suming because of intersection of a number of s~nall rivers. The 
minister saved public time by travelling by air. 

126. The Committee enquired the position regarding the claim 
made by the State Government for clearing and levelling of an air- 
strip at Calicut for landing the Minister's plane. The wltness stated 
that at the instance of the Air Farce, the Home Ministry had 
requested the State Government to level up some Medical College 
ground. It was considered to be a minor work but the actual 
expenditure incurred by the State Government thereon came to 
Rs. 1,215 due to certain unforeseen factors. The State Government 
agreed to drop the claim when it was explained to them that the 
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Central  Government would not have agreed to the spending of that 
much amount of money, had they foreseen the magnitude of the 
work involved. 

127. As regards the journey of the same Minister from Delhi to 
Bangalore and back in January, 1960, the representative of the 
Ministry of Defence stated that while in Bangalore the Minister 
had gone through a heavy programme of official engagements. In 
reply to a question he stated that if, during his spare time t h e  Minister 
attended any political function there that appeared to him an inci- 
dental  matter. Explaining the justification for  the flights of the empty 
plane froin Bangalore to Delhi on the 12th Janucary and Delhi to Ban- 
galore on the 18th January, he stated that the V.I.P. planes were not 
detsined nt their destinations if these were required for other flights 
or the interval between the onward and return journeys was long 
for they had to do their prescribed minimum flying hours. 

Loss and other r~regz~lamt7es 171 colonlsatzon contracts-para 41, 
pages 49-51 ,- 

128. In partial impiementation o!' a scheme of rehabilitation of 
Displaced Pwsons, two plots of forest land measuring 600 and 500 
x r e s  were seiected for immediate clearance in 1954 in a TJnion 
Territory (Andamnns). Another plot, measuring about 3,000 acres, 
was taken w e r  for thc same purpose in 3956. The department 
a c c u t e d  after negotiations an agreement in 1954 for the first two 
plots and another in 1956 fol- the  3rd plr:t, with a firm for the work 
of clearance in these areas a t  the rates of Rs. 365, Rs. 410 and Rs. 460 
per acre respectively. The rates were based on the results of a 
small departmental experiment of "clear felling" over an area of 2 
acres only with manual labour (which came to Rs. 142141- carried 
out in 1953. The high rate of Rs. 460 was agreed to in the case of 
the 3rd plot, with the main object of having the whole area cleared 
by a target date, viz.. 31st March. 1956. Only 100 acres out of 3,000 
were cleared by that date by the contractor. Two ii~terest free 
advances of Rs. 2.5 lakhs (in November, 1954) and Rs. 8 lakhs 
(Rs. 5 lakhs in December, 1955 and Rs. 5 lakhs in January, 1956) 
were paid to the contractcr for purchase of capital equipment. 
According to Audit, the rates negotiated with the firm of contractors 
were pitched too high and the advances paid to it were liberal. 

I 

129. Explaining the reasons for basing the rates payable to the 
contractor on the results of a small departmental experiment (which 
came to Rs. 142/4/-) instead of the experiments in bigger areas of 
-330 and 170 acres (which came to Rs. 78 and 94 per acre respectively). 
.the representative of the Ministry of Food and Agriculture stated 
t h a t  the three plots given to the firm for clearance, were situated in 
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Middle and Northern Andamans which had been inaccessible and! 
unexploited ever since the British control over the islands. The 
experimental rates of Hs. 78 and 94 per acre related to the clearance 
of areas situated in the Central and Southern Islands which had 
already been inhabited and utilised from the very beginning. T h e  
results cf the experiments conducted in the Central and Southern 
is!ands could not, therefore, be made applicable to the Middle and 
Northern islands. The Committee drew attention to the offer c;f the 
Anciamans Forest Department made in June, 1955 to do the clearance 
work at the cost of Rs. 200 per acre nearabout the same area and 
clnquired how there could be sc much variation betwecn this rate  
and those payable to the contractor. The witness s!a?cd that the 
area in question which had been rccently exploited by the lessee, 
had comparatively lesser vegetation and growth and the estimate 
of the Forest Department was based on a cursory inspection. The 
Chief Conservator of Fcrests had later held the opinion that the rates 
negctiated with i contractor were reasonable. 

13C The ],ales 01 Ks. 365 and 310 per acre for th r  first two plots 
w w e  worked o u t  at a rneeting attended by t h ( '  Chief Conservator 
of Forests, Chief Cornmissiont.r, i h c ~  ~,c:n:i.:~cLoi. ; ~ n t i  others. These 
ratc.s 1vcI.e 1:ltc.l scnt l o  tllc Xlinistr\- t ) F  E'ood ;ind Agriculture who 
after comp;iring them with :he  ~,ntcc: litvied 11y !iif? Central Tractor 
0r~anisatio1-1 c.onside~,ed them rc~nsona!~!~~.  '!-n a question why  open 
lenders VJerr not invited foi the nvcrk, l h ~  witness replied that at 
Ihnt t i r r~ t :  thc 1cg;:i :idvice was that they i .l:ild not di) so in  terms of 
Ilic ],lain agr t . !mc~i t  with the contractol. .^ar extracting mwketab!e 
prcjduce from thc Andamans Sor?sts. F u r l h e r  even if Ihe contract. 
1'01. clrarance had been givm to  any other party, the colonisa!icn 
operation:; would 11;::-p h e n  dcla>red, its t,hc mnrketablc timber had 
t o  he extracted by thr  l i w ~ i c c t ~  fir,.:!. (Only a sinall part of one area 
had already been cli.:wcd of i l l ( ,  r:!,:rl<et;~hlt. tirr!?~cr hy the licensee). 
It  was also doubtful if othrr : , m i ~ x l o l - s  would have turned up t,o 
d c  rhe clearance work, as s ~ ~ l w y u e n t l v  when tender:: WPI'P invited 
nobody came forward. 

131. The .I-epresentnlive of the Ministry of Home Affairs stated 
that the rate:; of Rs. 365 and Rs. 410 per acre payable to the firm were 
based on the results of small depaztmental experiincnts carried out 
in the Middle Andamans which came to Rs. 142/4/- and Rs. 169,8!-  
per acre respectively, representing the actual labour charges involv- 
ed. Since the labour was employed on monthIy basis, Sundays and 
'paid Government hcljdays' were also included in calculating the  
rates payable to the contractor. Certain other charges ( e .g .  those relat- 
ing to motor boats, tools, overheads, transport, heaping and burning,, 



etc.) and a depreciation allowance of Rs. 75 per acre on the machinery 
dnd equipment were added thereto for arriving at  the  rates pay- 
able to the contractor. The contractor had originally demanded one- 
third of the cost of the machinery as depreciation but Government 
agreed t o  pay a flat rate of Rs. 75 per acre for the actual area cleared 
instead of an  outright grant. In reply to a questicn the representa- 
tive of the Ministry of Food and Agriculture stated that the experi- 
mental cost of clearance by the mechanised unit of the Forest 
Department worked out to Rs. 358 per acre exclusive of deprecia- 
tion. The Committee deslred to be furnished with a note setting 
forth the detailed break up of the rates payable to the contractor. 

132. Referring to the legal position regarding Government's right 
to make alternative arrangements for jungle clearance in the two 
areas which were outside the working plans of the licensee, the 
representative of the Ministry o f  Food and Agriculture stated that 
osginally the Law Ministry had advised that only the licensee was 
e ~ t i t l e d  tn the 'felling' and other operations. Rut on a subsequent 
reference the Law Ministry gave l h c  opinioll that Government 
could undertake certain operations departmentally or through 
other contractors in the areas outside the working plans, if the 
exploitation of marketable timber had taken place. The seccnd 
reference was made to the Law Ministry after the contractor had 
failed to complete the clearance work in the third plot of 3,000 
acres bv the target date of 31st March, 1956. The Committee desired 
to  be furnished with a copy each of the legal opinions alongwith the 
!,elated statements cf the case on which :~dvice was sought on t he  
tw:) ocmsions. 

133. The Conimiticc~ next enquired the justification for  payment 
of an advance of Rs. 8 lakhs to the contractor for n work which 
involved a total estimated expenditure of Rs. 8 .2  lakhs, even before 
the issue of the formal sanctjon and execution of the agreement of 
26th January, 1956. The rcpresentalive of the Ministry of Food 
and Agriculture sta'ed that this advance which was paid in two '  
instalments (Rs. 5 lakhs ir, December. 1955 and Rs. 3 lakhs in 
January, 1956) was given to the cnntractor. for expeditious procure- 
ment of heavy machinery and equipment required for the clearance 
of the third plot estimated t o  cost Rc. 13.80.000 a t  Rs. 460 per acre. 
The estimated value cf t.his work was later reduced to Rs. 8.2 lakhs 
and agreed to by the contractor as a result of reduction of the rate, 
by way of penalty to Rs. 325 per acre consequent on his failure to 
complete the work by l h r  targrt date under the original contract. 
The  revised rate of Rs. 325 per acre contained 50?, of overheads and' 
a depreciation of Rs. 14 instead of Rs. 75 per acre on machinery. 



T h e  Committee desired to be furnished with a note explaining why 
the advance was paid before the issue of formal sanction and 
.execution of the agreement. 

Suspected loss to Government-para 42, pages 51-52- 

134. Following some serious irregularities noticed in the accounts 
of an important office (UPSC) in 1957-58 the accounts for 1958-58 
were scrutinised in greater detail during June-July, 1959. Non- 
observance of the financial rules and the prescribed procedure as 
also lack of control on the part of the drawing and disbursing 
officer, facilitated the various irregularities. The cashier of the 
office who was suspected to be resporisible for the apprehended loss 
of Rs. 10,271.67nP. was suspended with effect from 2nd June, 1959, 
and the  case was reported to be under Police investigation 
(Vovember, 1959). A departmental enquiry covering the whole 
field with a view to examining the working of the arrangements 
for handling cash transaction during the past years and fixing 
responsibility as suggested by Audit was stated io be in train. 

135. Explaining the present position of the case, the Secretary, 
UPSC stated that an experienced Accounts Officer, who had since 
been posted to the Commission, wns going through the relevant 
accounts from the time when thew irregularities were detected. The 
work when completed would indicate the tntnl loss logther with 
nature of the various irregularities and the date of their occurrence. 
'The amount of loss detected so far was Rs. 10.271.67. 

136. As regards disciplinary action against the cashier, the 
witness stated that he was under suspension and a charge sheet was 
being served on him. Some prncedural difficulty was there as  he 
was reported to be mentally unbalanced. The Special Police 
Establishment were also investigating into this case The question 
.of launching criminal prosecution would be decided after the 
disciplinary proceeding had been concluded. Persons who were 
adjudged guilty of contributory negligence would also be dealt with 
accordingly. The witness added that the various suggestions made 
by audit to improve the accounting system had been implemented. 

Disposal of outstanding objections and Inspection Reports-paras 
91-92, page 112- 

137. The number of outstanding inspection reports and audit 
objections was heavy against the Ministry of Home Affairs amongst 
others. 

138. Explaining the position of outstanding inspection reports 
against his Ministry, the representative of the Ministry of Home 



Affairs stated that as desired by the Public Accounts Committee 
in 1959, special efforts were then made to dispose of the outstanding 
inspection reports. The number of outstandings as on 31st August, 
1959 was 6,262 as against 7,941 as on 31st March, 1959. Out of these 
3,581 items related to the Delhi Administration some of which were 
7-8 years old. As regards objections, the representative of the 
Delhi Administration stated :hat the a u d t  objections against that 
Administration had been reduced to about 2,000 in March, 1960. The 
Committee were assured that further steps would be taken to 
,dispose of the outstanding objections. 

Himachal Government Rosin and Turpentine Factory, Nahan 

Appropriation Accounts, 1958-59, Vol. IX, p. 98, Note 6- 
139. During the year 1958-59, the direct cost of production of the 

various products sold worked out to Rs. 21,43,620 and the sale pro- 
ceeds worked out to Rs. 16,80,400 resulting in a gross loss of 
Rs. 4,63,220. The products were. therefore, sold at a price which 
was not sufficient to cover even the direct production cost. 

140. In reply lo a question whether any enquiry was being 
conducted in the matter, the representative of the Ministry of Home 
Affairs stated that the case was under investigation by the Special 
Police Establishment since 1959, as the sale of goods below their 
cmt  of production had created some suspicion against the officer 
concerned. 

.4ppropriation Accounts  (Civ i l ) ,  1958-59-Volume IX 

MINISTRY OF HOME AFFAIRS 

Loss by fire--Grant No. 60- (Himachal  Pradesh,), page 101, note 13- 

141. The building of the Secretariat of an Union Administration 
(Himachal Pradesh) together with almost the entire furniture, ofRce 
appliances and records. cash and stores was burnt down on the night 
of 4thi5th May, 1957. The total loss caused by the fire has been 
estimated at Rs. 9,45,300. As a result of magisterial enquiry held 
in May, 1957 into the cause of the fire, a case of suspected arson was 
registered. The case investigated by the Police was, however, 
treated a s  undetected for lack of sufficie.nt evidence against any 
person or persons. ~ e ~ a r t A e n t a l  proceedings against certain 
Police Officers of the Administration were instituted for negligence 
and other lapses. 

142. Explaining the present position of the case, the representa- 
tive of the Ministry of Home Affairs stated that Government had 
ordered a fresh enquiry against two gazetted officers on the advice 



of the Police. in view of the importance of the case, an officer of 
the Ministry of Home Affairs had been appointed to enquire into 
the case. As a result of his findings the two gazetted officers had 
been censured for laxity in enforcement of standing orders and other 
matters relating to security arrangements. 

Withdrawal of funds to avoid tlte lapse of Budge.; g ran l -Gran t  
No. 60-Himachal Pradesh-page 101, Note 1 6  

143. A sum of Rs. 8,360 sanctioned by an Administration of a 
Union Territory (Himachal Pradesh) in March 1959 for payment 
as subsidy for the construction of houses during the year 1958-59 
was withdrawn from the Treasury on 31st March, 1959 and placed 
under 'Revenue Deposit' on the same day. The amount remained 
unutilised until the date of audit (viz.. 24th July, 1959). 

144. Anokhcr sum of Rs. 15,200 sanctioned for the same pulpL)se 
in another District was drawn from the Treasury on the 30th March, 
1959, but vJn5 actually disburwd during the next financial year 
(Apj ! ,  1959 to Julie, 19.59) Out of  this. a sum of Rs.  9.500 was spent 
on the maintenance, repairs and rents of houses. 

145. The Committee enquired !he reasons for withdrawal of the 
two amounts o n  the last twi) days of the financial year. The repre- 
sentative of the l\iIinis!:.y ni' Homc Affairs s tat td that t h ~  arnounts 
were wjthdrawn by the  Collectors of two Districts under a mis- 
apprehension that the grants could be utilised within a period of G 
months from the date of their withdrnwal even during the next 
financial year. Ncccss:iry instructions had since been isflued not to 
withdraw funds a?, the close of' t h e  financial year if they could no: 
be spent within the close of t h e  financial year. 

Instances of over budgeting 
146. The Committee drew attention to the following cases of 

over budgeting disclosed in the Appropriation Accounts (Vol. IX):  
-- - - - -- - -- .-- - 

Page Grant No. Final Actual Saving Percentage 
No. Grant Expenditure saving to 

final Grant 
- - - - ---- 

Rs. Rs. Rs. 
19 ss-Pol l~e  4~93~68,000 4,189199060 -75948,940 15'29 
204 61-Andaman & Nicobar 2,77,91,000 2,06.67,1 gg -71,23,805 25 63 

Islands. 
305 64-Lac~adive, Minicoy r 9,74,000 9~43,119 --10,30,881 52'22 

& Amindivi Islands. 
322 65-Misc. Deptts. & 8,75,72.000 6,12,87,090 -2,62,84,91 o 30.0'1 

expenditure under the 
Ministry of Home Affairs. 

325 122-Capital Outlay of 1,12,61,003 7688,828 -35,72,172 31'72 
the Ministry of Home 
Affiirs. 

-. -- -- 



4 3 

T h e  representative of the Ministry of Home Affairs explained that 
the total savings relating to that Ministry amounted to  Rs. 5:50 
crores or 11 per cent. Out of these, savings amounting to Rs. 3.30 
crores were due  to non-utilisation of funds earmarked for the  State  
Governments. If this amount was excluded, the savings relating to 
the Ministry would be reduced to 4 .8  per cent. 

147. The savings under Grant No. 65-Miscellaneous, were stated 
by the  witness to be mainly due to non-utilisation of funds by the  
State Governments under the various schemes such as welfare of 
Backward Classes (saving Rs. 1,20 lakhs), Social and Moral Hygiene 
(saving Rs. 60.5 lakhs), Fire Services (Saving Rs. 65 lakhs). The  
main reason for non-utilisation of funds by the State Goveniments 
was the difficulty at  their end to provide matching grants. The 
State Governmen8:s had to obtain the approval of the Planning 
Commission to provide funds for Welfare of Backward Classes, as 
their rcsources were distributed by the Planning Commission 
according to the priority of the various schemes. The saving under 
the Social and Mnrd  Hygient. was due to difficulty in finding homes 
for after care programme. Under the head Fire Services, the saving 
was due to non-availability of fire fighting equipment. 

148. In tile case of (:rant No. 55-Police, the witness stated that 
out of  the total saving of Hs. 75 lrtkhs. 60 lakhs was due to non- 
receipt and non-adjustment of debits from ',he State Governments. 
As regards the Unim Territories and other Heads of expenditure in 
the Ministry, the position had considerably improved. Instructions 
were issued from time :o :imp to exercise proper c o ~ t r o l  over 
expenditure. 

149. Referring to  the  saving under Capit:il Outlay (Grant No 
122). the witness stated that the hulk of saving was due to non- 
procurement of $hips for the Union Territories of Andamans and 
Laccadives because of non-availability of foreign exchange. The 
order had been placed during the current year on the dockyards 
owned by the Defence Ministry. The witnesses added that there 
had been improvement in the utilisation of funds under the Capital 
Outlay in the Union Territories. Thc percentage of  saving which 
was 28 in the First Plan period was likely to he insignificant during 
the Second Plan period. 

Non-uti l isation of M a c h i w r y ,  etc.  fo r  ct nzs~rzbey of years-Grant 
No. 59-Delhi-Page 29, Note 13- 

150. A Transport Department purchased for the purpose of 
inspecting and checking road vehicles machinery and equipment 
worth Rs. 55,259. These could not, however. be put t o  use due 



mainly to delay in the acquisition of suitable land for installing the 
machinery, lack of technical know-how and inadequate arrange- 
ments for transporting some of the machines. Meanwhile some of 
these were left unpacked in the open with the risk of damage and 
deterioration due to exposure. To an audit enquiry dated 18th Scp 
tember, 1958, it was stated that necessary action for their utilisation 
was being taken. 

151. The representative of the Ministry of Home Affairs admitted 
that there was lack of planning in the installation and utilisation of 
the equipment. The main difficulty was the non-availability of 
land. It had been decided to transfer the portable wheel weighing 
machines and weighing Bridge (two each) to the Police. The 
weighing bridges could not be utilised for the purpose originally 
intended consequent upon the coming into existence of the Delhi 
Municipal Corporation who had installed their own equipment. The 
Brake Tester and Taxi-meter Testing equipment were being utilised. 
Another item was being transferred to the laboratory. 

152. The Cominzttee then  adjourned tiTl 10 00 hours on Mondn?j ,  
the 12th September, 1960. 
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MINISTRY OF REHABILITATION 
Non-maintenance of records in u Rehabilitation Ofice-para 44, 

pages 54-55. 

154. Under the Evacuee Interest (Separation) Act, 1951 and the 
Rules made thereunder the work of separation of interests of 'evacuee' 
and 'non-evacuee' in the composite properties in Delhi State was 
entrusted to a Governn~ent  Office in R/I:.rch, 1952 which was required 
to  maintain proper records of these pwperties, their subsequent dis- 
posal and collection of fees, etc. It  was noticed in local audit con- 
ducted in March. 1!)56 that the property acmunts which constitute 
the basic records were not being rnainiained. Though this matter 
was repeatedly brought by Audit to the noticc of the Ministry the 
accounts remained in a very incomplete form. 

155. The ~ q r e s e n t a t i v e  of thc Ministry admitted in evidence that 
therc had been an omission and avoidable delay in completing the 
rccords. This was d?:c t i*  paucity of staff which had since been made 
good. Thr basic rwords wertl. however, all ihcre. Out of three 
registers requircci i o  be 1n:lintained for thcse pr!)pcrtics. two were 
complete, one relating to lhe properties reported by the custodians to 
the Compe!ent Officers and the othcr relating ! ( i  claims r cwiwd  from 
various parties. But t h c  third onc containing the delails of [he inte- 
rests of evacuee and non-evacuee in the composite propertics was not 
maintained up-to-date. However, as a rcsult cf effective steps now 
talicn by the Ministry, out of a b o ~ ~ t  2,300 entries to be made in this 
register. 1.318 entries had already been made and the work was 
expectid to  hp romplcted by the end of ?he  current year. 

156. On being pointed out ?y the Cornrni!tee that, according to 
Audit in the absence of such records it was not possible to verfy 
i n t e ~  d i n  that thc sale proceeds in respect of' these properties had 
been correctlv credited to Government account and the shares of non- 
evncuc>r. interest paid to them, the witness stated in extenuation that 
there were individucil files maintained for each property wherein all 
the transactions relzting to that property were dealt with. He, how- 
ever, admit.ted that in the absence of the requisite register being 
up-to-date Audit could not verify such transactions from a large 
number of indivual files. 

157. The Committee, therefore, deferred further consideration of 
this matter till the completion of the requisitp records and scrutiny 
by Audit. 

Expenditure on development of a Toumship-para 45, page 55- 

158. In November. 1950 Goverr~ment sanctioned a scheme for the 
construction of a township in a State for the rehabilitation of displaced 



persons under a Town Development Board to which a sum of Rs. 33.12 
lakhs was given for the construction of houses, shops, parks, roads, 
schools, water supply and electricity installations, etc. during the 
Period 1950-51 to 1957-58. Out of this a sum of Rs. 29.46 lakhs was 
spent by the Board cn construction works executed through the State 
Public Works Department during the period from 1950-51 to 1956-57. 
610 quarters (including 16 superior type quarters), 153 shops and 
14 godowns were thus constructed besides other works of public 
utility. The balance of Rs. 3.66 lakhs was spent on recurring charges 
like maintenance, etc. 

159. It was noticed by Audit in June, 1959 that out of the 267 dis- 
placed families brought to the township during the years 1952-53 and 
1953-54, only 100 families were in residence, the rest had left for want 
of adequate means oi livelihood. Even after accommodating non- 
sponsored and non-displaced families, 109 quarters, 98 shops and 
14 godowns were lying vacant in March, 1959, with the result that as 
against an estimated revenue of Rs. 4,47,667 (approximately) upto 
October, 1958, only a sum of Rs. 2,33,503, was assessed for recovery 
from individuals in occupation of quarters and shops/godowns. 

160. Explaining the circumstances under which this scheme was 
t,aken up, the representative of the Ministry stated that originally the 
State Government had a plan for the development of the area around 
this township for settling ex-soldiers and landless persons and had 
approved various schemes for setting up a number of industries, a 
dairy farm, etc. The Central Government also, therefore, decided to 
construct this township for rehabilitation of the displaced persons. 
However, the schemes of the State Government did not go through as 
the area is liable to be flooded every year and has no direct link with 
any big market or a railway line. I t  was also stated in extenuation 
that i t  was one of the initial experiments undertaken by the Ministry 
to provide residential accommodation and to rehabilitate the displaced 
persons which did not prove successful because of the situation of the 
township. 

161. When asked what steps were taken by the Central Government 
to develop the economy of the  township, the witness stated that a few 
cottage industries had been established there. Further as i t  was a 
sugarcane grcwing area efforts y e r e  being made to get a sugar mill 
 established there. 

162. In reply to a question the Committee were informed that there 
were more than 300 tenements still lying vacant, and there was 
no immediate prospect of these tenements being put to use. The total 
expenditure on the township was about Rs. 90,000 a year including 
the  expenditure on the maintenance of these tenemertc 
1981 (c) LS-4. 



Loss due to non-execution of a work within the stipulated period-- 
para 46, pages 5 5 - 5 6 -  

163. In a C. P. W. Division, the construction of tenements for 
displaced persons, estimated to cost Rs. 14,93,500, was awrded to a 
semi-Government Board at  rates as in the C.P.W.D. Schedule of rates, 
1955. The work was commenced on the 4th March, 1957 and was t@ 
be completed in 16 months time, i.e. by the 3rd July, 1958. However, 
due to various reasons the work was not completed by the Board 
within the stipulated period and the execution of the work was in 
many cases defective and below specifications. 

164. In December, 1958 when nearly 89 pcr cent of the work had 
been executed, the Board decided to wind up its "contract" Division. 
Accordingly, the remaining portion of the work was got executed by 
Government through another agency, without taking any action 
under clauses 2 or 3 of the agreement against the defaulting Board, 
resulting in an extra expenditure of Rs. 34,671. The tenements are  
not likely to be ready for occupation for some time, as the necessary 
ancillary internal and external services, like sanitary work, water 
supply, roads and path ways, etc. have yet to be taken up. 

165. The Committee were informed that this work was given to thc 
Faridabad Development Board who had established a Contract Divi- 
sion in Faridabad to provide work to the residents of the township- 
Later these displaced persons were rehabilitated on the industries 
established there and the 'Contract' Division also started incurring 
losses being unable to get sufficient number of contracts. Therefore, 
it was decided to wind up this division. It was also contended that  
the extra expenditure incurred by the Government in this case was 
inevitable even if this division had been continued as it was working 
at a loss. 

166. Asked why the ancillary services were not taken up simul- 
taneously with the construction of tenements to avoid further delay 
in the occupation of these quarters, the witness stated that whereas 
certain services like electric installations, etc, could not be taken u p  
simultaneously, the provision of storm water drain, etc, was linltcd 
with the general scheme of drainage for that area. He added that  
the C.P.W.D. expected to complete the ancillary services during the 
next two to three months. 

irregularities in the transactions relating to a township scheme- 
para 47, pages 56-59- 

167. In April, 1950 Government sanctioned a scheme for the estab- 
lishment, in a township with a population of about 5,000 displaced 
persons, of instituting arts and crafts and small scale industries. The, 



township which was managed by the  Government of India till 31st 
October, 1952 was handed over to a State Government after this date. 
An expenditure of Rs. 46.47 lakhs had been incurred to end of March, 
1959 (Government of India Rs. 31.85 lakhs and State Government 
Rs. 1 4  62 lakhs) in the execution of the above scheme. 

168. During the course of audit in July, 1959, it  was noticed that, 
out of the 831 residential bu~ldlngs, only 434 units were available for 
sale to the displaced persons, the rest being required for accommodat- 
ing t m  Dcpartixentid o 5 ~ e s  and the staff, etc. The surplus residential 
houses or industrial bu~lclings had not been disposed of till October, 
1959. The power house together with the overhead lines and stocks 
and stores was taken over by the Staie Electricity Board, from 1st 
September, 1956, but adjustment bctwccri the Central and the State 
Government oi the cost of the assets amounting to Rs. 2.14 lakhs had 
not been made in the accounts till July, 1959. According to Audit the 
administration of the agrjcultural farm and the Polytechnic was also 
transferred to the State Government with effect from 15th June,  1953 
and 1st August, 1953 respectively without any compensation accruing 
to the Centre. 

169. As regards the loans granted to the displaced persons, co- 
operative societies, associations of displaced persons and to private 
entrepreneurs, the outstanding to end of 1958-59 was Rs. 3.85 lakhs. 
Adequate security had not been obtained from many of the loanees 
and loans amounting to Rs. 1.25 lakhs were not even covered by 
legally valid bonds. Efforts for realisation had not been effective 
though the entire loan amount was repayable by the end of 1957-58. 

170. Out of capital equipments and raw materials worth Rs. 5.81 
lakhs purchased for the scheme, a large portion became surplus conse- 
quent upon the closing down of the industrips. In January, 1960 the  
estimated value of the surplus store; was Rs. 1.30 lakhs (Approx.) 
As the stores ledgers were not brought up-to-date and the stores were 
not physically verified sincc April, 1957, Audit could not ascertain 
the exact value of the surplus stores. Due to long storage the stores 
had also deteriorated in value. 

171. The Committee were informrd in evidence that out of 831 resi- 
dential buildings 397 buildings were being utilised by the State Gov- . 
ernment as offices :<nd staff quarters for which the  Central Govern- 
ment was getting rent regularly from the State Government. The  
State Electricity Board had also accepted the  debit of Rs. 2.14 lakhs 
for the cost of the assets of the power house taken over by it  in S e p  
)ember, 1956. 



172. Asked why the administration of the agricultural farm and 
the polytechnic was transferred to the State Government without any 
compensation accruing to the Centre the representative of the 
Ministry stated that only the administration of the polytechnic had 
been transferred to the State  Government. It  was still the property 
of the Central Government. The position as regards the agricultural 
farm was not mentioned in his reply." 

173. Explaining the reasons for the delay in the sale of remaining 
434 residential buildings the representative of the Ministry stated that 
the Statc Governrnent had faced some difficulties regarding the valua- 
tion of the land acquired by them. Thereafter certain formalities 
regarding the transfer of the land acquired in the name of the Gov- 
ernor or the President took a long time. It  m s ,  however, now pro- 
posed to undertake the sale of these buildings. I t  was also contended 
that most oi these buildings werz already in  occupation of the dis- 
placed persons and it was only the ownership thereof which was to  be 
transferred to them. In reply to a question the Committee were, how- 
ever, informed that the position regarding recovery of rent for these 
buildings from the displaced persons was not satisfactory. 

174. As regards outstandiiig loans, the witness admitted that as the 
loanees, being displaced persons, could not furnish any substantial 
security several of these loails might h a w  to he written off. At the 
instmce of the Committee the represmtaiive of the Ministry promised 
to furnish a detailcd statement regarding the outstanding loans. 

175. As regards surplus capital equipment and raw materials, the 
Committee were informed that after a verification of the stores a list 
of the surplus stores had been prepared and stores worth Rs. 1.45 
lakhs had hecn reported to the DGS & D for sale.** The Deputy 
C. & A i;., hr; :vc .~or ,  in?.crvcnd to sav that the stores reported to the 
DGS 8: D Dfor sale did nol. ii;:.ludc t!i::;,i' s:,r:.s xvhiiah i::?(? not. been 
b~-.,:lgI:t on the ledgm. z.:; [ ? I , .  ? ' : I -  Srnl.c!.r;,, :)f Ih:, Minist-: pl-wmiscd 
to iook into this matter. 

Loss of revenue due t o  de lny  in 17te allotment of ho~rses/::ho~s-para 
48, page 59- 

176 For nllolmcnl a n d o r  sale to  displaced persons 274 tenements 
and 10 shclps were construcled in a City through the Central Public 
Works Department during February, 1954 to January, 1955 at  an esti- 

a mated cost of Rs. 7 lakhs but most of the buildings were handed over 
by the CPWD to the Ministry in June,  1955. According to Audit these -- - - . - - -. - . . - - -. - - - - - -- 

*It has since been intilratcd hy t he  Ministry that the owncrship of the Agricultural 
Institute also continues lo vest in the Government o. India. 
**According to Audit th,: Surplus Capital equipment stores and accessories of an  aggre- 

gate valuz of Rs. 1'31 lakhs only werc r.:ported for sale to tF,e D.G.S.D. on 18-8- 1960 



buildings were neither allotted on regular or temporary basis upto 
June, 1957, nor were any steps taken to sell them by auction. Govern- 
ment had explained that the tenements could not be allotted to eligi- 
ble displaced persons as the latter were reluctant to accept them on 
rent or sale. 

177. Asked why these tenements were built when the eligible dis- 
placed persons were reluctant to accept them, the representative of 
the Ministry stated that the tenements had to be built as the displaced 
persons had in any case to be housed. Reluctance on their part to have 
them on rcnt . sale arose only later. However, all these tenements 
had now b i t  -; ?Len over by the displaced persons. 

Overpayments due lo non-appllcation of amended rule from its date 
of notification-para 49, pages 59-60- 

178. On 4th September, 1956. Government issued an amendment 
to Rule 19 of the J);splaced persons (Compensation and Rehabilita- 
tion) Rules, 1955, the eflect (1: which was to deliberalise the amount 
of compensation payable to certain types of undivided Hindu fami- 
lies. The amendment to the Rule was not given effect to from the 
date of its n'otification as r~qu i red  under the Coda1 rules, but various 
Regional Settlement Commissioners gave effect to these orders from 
diffcrent dstes ranging from 7th September, 1956 to 12th January, 
1957 resulting in overpavnlents in certain cases. Following an Audit 
objection the Ministry in consultation with the Ministries of Law 
and Finance agreed on 11th September, 1959 to obtain a list of all 
such cases for regularisation. 

179. Explaining the rcasons for giving effect to the orders from 
different dates by various Regional Settlement Commissioners, the 
representative of the Ministry stated that whereas the amended rule 
was to come into force with immediate effect after its notification 
the orders were actually received by various Fe~rional Settlelnent 
Commissioners on different dates and upto that datr the payments 
had been made by them on the basis of the old rule. He, however, 
admitted that if the orders were to come into force from some future 
date this irregularity could have been avoided. 

180. In reply to a question he informed the Committee that the 
collection of date as regards cases of overpayment from all but two . 
regions had been completed and the total amount overpaid was 
found to be Rs. 23,394. The report from these two regions was also 
expected soon. 



Avoidable expenditure on maintenance of Displaced unattached 
women and children-para 50-page 60- 

181. In June, 1953 Government started a Home-Cum-Training 
Centre in a certain State for the maintenance of and imparting trai- 
ning in various trades to displaced unattached women prior to their 
rehabilitaltion. Two batches of trainees comprising 206 and 151 
women completed their training in November, 1954 and August, 1956 
respectively. However, the scheme for rehabilitating the first batch 
of trained women was sanctioned only in September, 1955, i.e. ten 
months after the completion of the training. The scheme provided 
for setting up of a Co-operative Society to be subsidised by the State 
Government to the extent of Rs. 7,10,300 of which 250 trained women 
were to become members. The scheme also envisaged construction 
of work sheds, office building, restaurant, staff quarters, tube-well, 
etc. and the profits earned by the society were to be paid to the 
members as dividends. Cash doles were also to be paid to trained 
women for 3 years on a reducing scale. According to Audit there 
had been an inordinate delay in the execution of the scheme and it 
had not been fully implemented till August, 1959 with the result that 
272 trained women together with their dependants were still at the 
Centre and receiving cash doles. 

182. Government had incurred Rs. 5, 13, 815 (Rs. 75,000 during the 
period of training and Rs. 4,38,815 as cash doles from the date of com- 
pletion of training till 30th September, 1959). Audit had pointed out 
that the payment of doles a f t t r  September, 1958 was outside the 
scope of the Scheme as originally contemplated. 

183. As to the reason for the payment of doles to the displaced 
unattached women even after September, 1958, the representative 
of the Ministry stated in evidence that the intention of the Govern- 
ment was to rehabilitate these women after imparting them training 
at the Centre and to reduce progressively the payment of doles. 
However, there had been great delay in the implementation of the 
rehabilitation scheme due to difficulty in obtaining building mate- 
rial, engineering personnel, etc. There was also difficulty in finding 
residential accommodation for these women. I t  was, however, added 
that the scheme had now been implemented and was in operation 
since April, 1960. In reply to a question the Committee were also 
informed that sanction had been obtained for the payment of doles 

, after September, 1958. 

184. Explaining the scheme for the rehabilitation of children, the 
witness stated that there was a school for imparting primary educa- 
tion to these children. Thereafter while the brilliant students were 



h l p e d  to pursue their studies further others were given some tech- 
nical education. Government also helped them in obtaining suitable 
employment. 

Loss in sale of Evacuee Properties-para 51, page 61- 

185. Under the provisions of Displaced Persons (Compensation 
.and &habilitation) Rules, 1955 the non-allottable evacuee proper- 
ties are sold by public auction. The highest bidder is required to de- 

!posit 10 per cent value of the bid on the fall of hammer and the 
balance 90 per cent on acceptance of the bid by the Organisation 
responsible for making cornpensartion payments. In case the pur- 
[chaser is a displaced claimant, he is allowed to have the amount ad- 
.justed against the compensation due to him, 'in lieu of cash payment.' 

186. It was noticed in local audit in 1957-58 and 1958-59 that in a 
number of cases the claimant purchasers, after they had given their 
consent for adjustment of the balance of 90% from their compensa- 
tion claims, had later on been allowed to withdraw their bid on one 
,pretext or the other after forfeiting only 10yo value of their bid from 
their compensation claims. In five such cases alone the re-auction of 
the properties resulted in a net loss of Rs. 58,442 after taking into ac- 
count the lOy0 forfeiture. 

187. The Committee enquired why the purchase~s were allowed 
to resile from their bid after forfeiting only 10% value of their bid 
from the compensation claims. The representative of the Ministry 
stated that in the Displaced Persons (Compensation and Rehabilita- 
tion) Rules there was no provision for deducting more than 10% of 
the value of the bid in such cases. A provision existed in an appen- 
dix to the rules indicating that the Government could recover the 
actual loss suffered by them in such cases. But the policy of Gov- 
ernment was not to treat the displaced persons as ordinary contrac- 
tors and recover the entire loss. Government had, therefore, made i t  
d e a r  that only 107" of the value of the bid should be recovered in 
such cases. The Regional Settlement Commissioners were, however, 
also instructed that as a general rule if the compensation due to a 
displaced person was adequate to cover the bid price, permission for 
resiling from the bid should not be given. 

188. In reply to a question it y a s  stated that although there were 
losses as a result of re-auction of the property in the cases mentioned 
in the Audit Report, there wais profit in some others. 

Disposal of inspection reports-para 92, page 112- 

189. Replies to a large number of audit inspection reports were 
'.outstanding against the Ministry of Rehabilitation. In extenuation 



the representative of the Ministry stated that they had to maintain 
a large number of accounts for properJies and payment of compen- 
sation to displaced persons. Moreover, the accounts were spread 
all over India and were maintained in Tehsils and Districts by per- 
sons who were not experienced accountants. In some cases the ac- 
counts had to be reconstructed to clear outstanding audit objections. 
It was, however, a,dded that special efforts had been made during 
the last threelfour years to clear these outstanding inspection reports, 
and their number had been reduced from 2,823 on 30-9-59 to 1,925 on 
1-8-60. 

Approprial'ion Accounts-page 4--9, Grant No. 79- 

190. There were various instances of over-budgeting in both the 
grants Nos. 79 and 127. In Grant No. 79 under the sub-head D 5(i)- 
Grants to States-out of the final grant of Rs. 720.45 lakhs only a sum 
of Rs. 694.74 lakhs was spent. 

191. Explaining the reasons for the savings under this head the 
representativc of the Ministry stated that the savings were due to 
lesser debits received during the course of the year from various 
State Governments than expected by the Ministry. 

Grant No. 127-pages 11-13- 

192. There was a saving of Rs. 5.3 crores against the total pro- 
vision of Rs. 21 crores in this Grant. Large funds provided for Dan- 
dakaranya Development Scheme remained unutliised. 

193. Asked why the amount provided for L:A scheme in the budget 
could not be utilised the representative of the Ministry stated that 
the provision in the budget was made on an ad hoc basis. However, 
the progress in the execution of the work was not satisfactory and 
therefore a large portion of the provision remained unutilised. It was, 
however, added thrct according to the present plan it was expected 
that about 6,000 to 7,CLL. * ,milies would be transferred from the re- 
fuge(~ camps to E ~ n c i a ' ~  . ~ z n y a  during the course of next five or six 
months. It had also been decided that the Dandakaranya Develop- 
ment Authority would give advance notice to the State Government 
of the number of families it can rehabilitate from time to time and 
the State Government would thencarrange to send such number of 
families from the refugee camps. 

194. Before the Committee adjourned the Chairman paid tributes 
to the services rendered to the Committee by Shri S. Venkatarama- 
nan, the outgoing Accountant General, Central Revenues. 

195. The Committee then adjourned sine die. 
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Audit Report (Civil), 1960-Part I 

Infructuous expenditure by an autonomous Board-para 23, page 21- 

197. According to the Audit Report, the Tea Board (an 
autonomous Board financed by Government from Cess Fund) 
hired an accommodation at the rate of Rs. 1,100 per month from 
1st April, 1956 which was raised to Rs. 2,200 per month from 
August, 1956, for the purpose of opening a propaganda centre in a 
city. In order to carry out interior decoration of the centre ten- 
ders were invited on 25th May, 1956, but as no precise specifica- 
tions were laid down for decoration work, only two firms tendered, 
the difference between the two quotations being about a lac of 
rupees. The tenders were scrapped for reasons not considered 
valid by Audit and orders were placed by negotiations on a third 
firm on 23rd July, 1957 for Rs. 84.489. The decoration work was 
completed on 10th March, 1958. The Centre was ultimately start- 
ed on 27th March, 1958, i.e. 23 months after the hiring of the 
accommodation. 

198. The Chairman, Tea Board, stated that the rent of the 
accommodation had originally been fixed at Rs. 2,200 per month 
and the landlord was persuaded to give a rebate of 50% for the 
first four months, during which the Board could not use the acco- 
mmodation for the intended purposes. He added that the audit 



Bars as it stood gave the impression as if the rent Was raised to 
Rs. 2,200 per month after 4 months from the original rent of 
Rs. 1,100. The Secretary of the Ministry, however, agreed that 
this clarification should have been made to Audit at the time the 
.draft para was returned by the Ministry. In reply to a question 
whether efforts were made to get the concessional rent period ex- 
tended in view of delay in completing the interior decoration, the 
Committee were informed that the landlord was not prepared to 
extend the concession beyond four months. 

199. Explaining the reasons for the delay of 23 months in start- 
ing the Centre, the Secretary of the Ministry stated that tenders 
were called on May 25, 1956. They were received in June, 1956. 
!Of the two tenders one was for Rs. 1,37,596 and the other for 
Rs. 39,550. The second tender was carefully scrutinised and the 
conclusion reached was that the party had not appreciated the kind 
.of work expected of it. Negotiations were started with the other 
tenderer. In reply to a question, the Committee were informed 
that in the tender notice it was stated that the tenderers should 
see the interior decoration at the Bombay Centre for guidance. (The 
cost of the decoration of the Bombay Centre had been about 
Rs. 1 lakh) and ultimately it was decided to entrust the work to 
the first tenderer. Just about that time, the proprietor of that 
firm died and a certain amount of latitude was shown to the firm 
because firstly the firm promised to do the work and secondly finding 
another party would have taken time. Subsequently the tender 
had to be scrapped and the work was entrusted to a third party. 
As for the delay in entrusting the work to the third party, the 
Secretary of the Ministry stated that it was not easy to get some 
party for the job by advertising. Someone had to be located and 
that took time. A sum of Rs. 1,05,357.73 was paid for the work 
i.e. Rs. 16,000 in excess of the nrgotiated amount. The Chairman, 
Tea Board attributed the excess to additional payments towards 
alterations during the progress of the work. The cost of additions 
had been scrutinised and certified as reasonable by the C.P.W.D. 
engineers before the bills were paid. The Committee desired to 
be furnished with a note indicating precisely the additional work 
done. 

Loss of exhibition goods-para 19, page 16- 
200. In pursuance of ~overriment's policy of giving commercial 

publicity abroad to India's exports, a Mission had been permitted 
in January, 1957 to retain for display in a small sample room some ex- . 
hibits valued at Rs. 7,021 left over from an exhibition held about that 
time. The exhibits had been partly kept in steel trunks in the 
sample room and partly displayed. 



201. Some pilferages of the exhibits h d  come to notics in 
July and September, 1957. A physical verification taken up in April 
1958 had not been completed up to November, 1958. Local audit 
of the accounts revealed a shortage of exhibits worth Rs. 5,254. 
Certain exhibits had been distributed to the officials of the Mission 
without proper authority. 

202. Explaining the reasons for the delay in starting the physical 
verification of the exhibits and not completing it even over 
a period of eight months, the witness stated that the case related 
to a Trade office abroad which had only one officer and his steno- 
grapher. During the exhibition a few local hands had, however, 
been employed. One of the windows of the room where the ex- 
hibits were stored was found broken which aroused suspicion and 
a physical verification was undertaken. It revealed that some 
exhibits had been stolen. With only one person to do the check, 
it took a long time. Asked whether any investigation was done by 
the local police, the Committee were informed that such a course 
was not considered desirable. 

203. In reply to  a question, the witness stated that the keys of 
the trunks containing the exhibits had been kept in the room itself 
which he admitted, indicated carelessness in keeping the keys. As 
regards the distribution of certain exhibits to the officials of the 
Mission without proper authority, the witness stated that some 
locally recruited staff had taken away the left-over materials under 
the impression that they were freely distributable. This fact 
came to no!icr nn enquiry and the persons concerned had since 
pajd for the l;a:L~cular items taken by them. 

204. To a question whether taking away of the left-over ex- 
hibits by the staff was usual the witness replied in the negative. In 
reply to a further question the witness stated that in those days the 
Head of the Mission was supposed to exercise his discretion as re- 
gards disposal of exhibits left-over; but the usual practice was to 
rcturn the exhibits to India. He added that detailed instructions 
had been issued in December, 1959 in this behalf. The Committee 
desired to be furnished with copies of the latest instructions issued 
by the Ministry. 

Losses and other irregularities in the management of fairs/exhibi- 
tiom,-Para 20, pages 17-18- 

205. During a local audit of the accounts of a Mission,* it was 
oherved that while the accounts of the 1955 Fair had still to be 

*Similar irregularities relation to this Mission were reported in pars 
25(d) of the Civil Audit Report 1957. 



compiled, the Ministry participated in three more such foreign 
FairslExhibitions during 1956 and 1957. No separate accounts of the 
goods received for  these exhibitions were kept and the goods were  
allowed to be mixed up  with those left over from the previous 
fair. No proper record of the quantity and value of these goods 
was maintained and the original invoices were also not forthcom- 
ing. The total value of goods received during 1955-57 from various 
sources, including prixrate parties, was Rs. 2,48,653 ( appox . ) .  NO 
reliable quantity or value account of the disposal of these goods was 
ma!ntained. The saie proceeds (including, in many cases, depart- 
mental charges of 1025 per cent) amounted to Rs. 96,641. In addi- 
tion, goods valued at  Rs. 9,317 were presented to high dignitaries and 
sold to the officers and staff of the Embassy. Against the balance of 
the goods valued at more than Rs. 1,42,695, there was only a small 
quantity of goods in stock the value of which could not be determin- 
ed  exactly for want  of original invoices or  identification marks. 

206. 01 the sales of Rs. 96,641 meniioned above, goods worth Rs. 
6,000 had been sold by the Head af the Mission to himself and to the 
officials of the Embassy al:, concessional prices (in certain cases a t  
reduction of 60 per cent. of the invoice value) without authority from 
Government. 

207. An expenditure of Rs. 128 per month was being incurred on 
the rent of the godown where the remaini~ig stocks had been kept. 
These stocks had not been removed to the new Chancery building, 
where sufficient storage space was available from 15th August, 1957, 
though the Ministry had been informed in May, 1958 that the goods 
had been placed in the cellar acquired with the above Chancery 
building. 

208. To enable the Mission to prepare a proper account of the goods 
received, disposed of and in stock, a temporary ha!id was appointed 

Jilt-~unry, 1957 lor two months on a pay O F  Rs. 550. No account was, 
however, prepared by him and the expenditure of Rs. 1,100 approxi- 
mately thus proved nugatory. 

209. In extenuation of th;. irreguaritics, the witness stated tha t  
the work involved a physical verification of about 30,000 to 40,000 
items in different ccnsignmentq which was beyond the limited staff 
of that Mission. He argued that the Ambassador might as well have 
refused responsibility for  individual items as there was a feeling that  
there had been pilferage in transit. The movement of the same goods ' 
from place to place and their release in driblets from customs custody 
added to the difficulties in stock taking. There was also a suspicion of 
pilfcragc of goods in transit. Therefore a proper inventory could not  
&e prepared. 



210. As for the sale of exhibits to the staff of the Embassy, t h e  
witness stated that the sale had been regularised by realising the price 
of goods (Rs. 184). To prevent recurrence of such things detailed 
instructions had also been issued. The Committee enquired whether 
the instructions enjoined that the sale of goods should be through 
emporia or private shops in those foreign countries. The witness 
stated that the instructions did not contain a specific provision to 
that effect. But wherever there were dealers in Indian goods, the  
Missions were in touch with them and they would naturally utilise 
their services. 

211. The Committee enquired whether any responsibility had been 
fixed for the Mmistry having been nlisinformed in May, 1958 that 
the remaining stocks were being stored in the cellar acquired with 
the Chancery building. The witness stated that as the customs au- 
thorities wanted to check every item, stoclts were moved piecemeal 
t o  the Chancery cellar. 

212. The Additional Deputy Comptroller and Auditor Genera1 
informwt the Committee that goods worth about Rs. 27,000 only had 
been fvund short on completion of the physical check. Goods worth 
Rs. 1,07,000 were in stock and in accordance with the latest advice to 
the Mission, they would be disposed of locally. 

213. As regards the expenditure of Rs. 1,100 on the employment 
of a temporary hand for preparing the accounts, the witness stated 
that the person was engaged on other important work connected 
with the exhibits and the expenditure was not therefore nugatory. 
Efforts were being made to post adequately trained staff for finalising 
the accounts at the Missions after the disposal of such exhibits. 

Avoidable losses due to under-charging of rent-para 30, pages 29-30- 
214. In order to promote foreign interest in Indian arts and crafts 

and to encourage the sale of cshlbits, Government held an exhibi- 
tion during October, 1958 to January, 1959. Besides the Departments 
of the Central and State Governments, several autonomous bodies 
and oth,r private parties participated in the exhibition. 

215. Originally the expenr?ilure on this exhibition was estimaied 
at  Rs. 50,00,000 which was revised to Fs. 64,46,000 (January, 1959). A 
sum of Rs. 48,00,000 was expected to be realised as entry fees from 
visitors and r c  n l  charges for space occupied by the participants. 

216. No formal sanction for the expenditure for the scheme as a 
whole was issued but individual sanctions for various amounts ag- 
gregating Its. 48,94,860 had been issued so far. An account of the 
total expenditure incurred and t h ~  recejpts realised by Government 
had not been prepared and submitted for verification by Audit. 



217. A Steering Committee was set up  to guide and supervise the  
planning and organisation of the exhibition. The rules and regula- 
tions framed by that Committee prescribed also the rates of adrnis- 
sion and of rent to be charged. Orders delegating financial and rule- 
making powers to the Steering Committee had, however, not been 
made available to Audit. It had not been possible to examine whe- 
ther the decisions of the Committee including the exemption in full 
or part of rent payments had been covered by delegated authority. 

(i) A scrutiny of the records pertaining to the recoveries of rent at the rate 
prescribed by the Steering Committee re! ealed that a total sum of Rs. 2,38,777 (approxi- 
mately) inc!uding Rs. 1,14,329 recoverable from private pal ties, had been short realised 
on the following counts: 

(a) Rent chargcs for space less than that actually occupied 1,30813 
(b) Rent realised at rates lower than those prescribed 69,900 
(c) Remission of vent 38,064 

---..- 
2338,777 

(ii) On hall measuring 4,814 sq. ft. add 7 stalls of 240 sq. f t .  each for which the 
prescribed rent for the duration of the exhibition was Rs. 61,580 remained 
vacant. 

218. It was explained that the hall remained vacant through an  
oversight. The reasons for non-allotment of the stalls could not be 
ascertained as all the applications, including those rejected, received 
for allotment of the stalls, were not available. 

219. Arrears amounting to Rs. 9,21,382 (of which Rs. 31,418 were 
due from private parties) on acc0ur.t of rent were outstanding (May, 
1959). It was stated that bills for Rs. 3,38,606 had been accepted by 
the parties concerned and the amount was being adjusted during 
the year 1959-60. Similarly, recoveries for a total amount of 
Rs. 56,727 on account of electric, water and telephone charges were 
also pending from the parties concerned (May, 1959). 

220. The Secretary of the Ministry stated in evidence that the  
expression "under charging of rent" in the heading of the paragraph 
of the Audit Report did not describe the position correctly. I t  was a 
case of wrong billing in the first instance. In most of the cases bills 
included rent for areas which were not chargeable, e.g. roads. All 



the cases were gone into and in no case there had been under-charg- 
ing of rent. He regretted that Audit had not been informed of this 
and added that action had been taken to avoid such misrakes. Draw- 
mg his attention to cases of "rent charged for space less than that 
actually occupied" and "rent realised a t  rates lower than those pre- 
scribed", etc. separately indicated in thc Audit Report the Com- 
mittee enquired whether the review by the Secretary covered those 
cases also. According to Audit there were certain concrete cases with- 
in their knowledge in respect of which the position was otherwise. 
The witness assured the Committee that each individual case would 
be discussed with Audit. Abcut the arrears, the Committee were in- 
formed that according to the latest posilion Rs. 1,18,000 and Rs. 7,900 
respectively were due from public sector participants and private 
parties. 

221. The Committee then took up the statement in the Audit Re- 
port that 7 stalls could not be allotted for want of suitable parties 
whereas a hall which formed part of the Chinese pavilion had been 
oddly p l~ced  involving a loss of relit amounting to Rs. 61,580, The 
witness stated in this connection that the exhibition had been orga- 
nised at very short notice and in the sector-wise distribution, stalls 
could be allotted only t o  those whose exhibits conformed to what 
the sector was intended to exhibit. When the Committee drew his 
attention to the earlier explanation given to Audit viz. the hall re- 
mained vacant through an oversight, the Secretary stated that there 
could not be any oversight because the applicants requiring accom- 
modation of whom there was no dearth, were always in touch with 
him, the Director of Exhibitions and varlous other officials. 

22%. About the orders delegating finunc~al powers to the Steering 
Committee not be~ng made available to Audit, the witness stated that 
some machinery for taking yulck decis;ons had to be evolved as the 
Exhibition was organised at 6i-101-t notice. When Audit questioned the 
competence of the Steer~ng Committee to sancilon expenditure or to 
determine rates of rent, e tc ,  the decisions of that body were treated 
as  recommendation^ on which folmal approval of the M~nistries of 
Commerce and Industry and Flnance was obtamed. The Committee 
enquired whether the accoun!~ of expenditure and recelpts had been 
prepared and submitted to Audll. The witness stated that the ac- 
counts were not complete stlll. But roughtiy speaking the expendi- 
ture  amounted to Rs. 50,51,000 while the recelpts stood at Rs. 48,10,000 
and a sum of Rs. 1, 26,000 was still expected to be received. He added 
that out of the total expenditure, about Rs. 22.5 lakhs had been spent 
.on creation of capital assets of a permanent nature. 



& VILLAGE INDUSTRIES BOARD COMMISSION 
Irregularities in a contract for the manufacture of Ambar Ckarkhas- 

para 21, pages 18-19- 

223. The Khadi Board set up by Government in February, 1953, 
for the development of Khadi and Village industries, entered into a 
contract in September, 1956 with a Co-operative Society for the sup- 
ply of 2,500 sets of Arnbar Charkhas a t  Rs. 80 each by December, 1956 
subject, inter alia,  to the following conditions:- 

(i) Financial assistance by way of interest free loan of Rs. 1 
lakh wou!d be given by the Board in three instalments; 
the first ins:alment of Rs. 25,000 to be disbursed imme- 
diately, the second of Rs. 25,000 to be paid after approval 
of the sets and the last of Rs. 50,000 to be released only 
after the delivery of 1,000 properly tested sets. 

(ii) Payment of 50 per cent w!y of the pr:'ce of each consign- 
ment of charkhas would be made against dclivcry of the 
sets the balance being adjusted against the loan indicat- 
cd above. 

224. Rs. 25,000 were paid to the Society on 7th September, 1956 
and Rs. 10,500 again on 9th November, 1956 before the commence- 
ment of prduction to enable the society to tide over its financial 
difficulties. The balance of the second instalment amounting to Rs. 
14,500 was also disbursed to the Society on 14th December, 1956 sub- 
ject to the taking over of the available assembled Arnbar Charkhas 
by the Board against the funds advanced. 

225. Although the Society supplied only 400 Charkhas by March, 
1957 against which a payment of Rs. 16,000 was made, a further ad- 
vance of Rs. 15,000 was made to the Society on 30th March, 1957. The 
Society could deliver only a small number of sets by August, 1957 
against 2,500 sets contracted for with the result that a total amount 
of Rs. 43,680 was outstanding against them for repayment on that 
date. The Khadi and Village Industries Commission which succeed- 
ed the Board on 1st April, 1957 did not agree to advance further loans 
and decided to take w e r  incomplete sets from the Society. In the 
meantime, the Society is a l l egd  to have auctioned the incomplete 
sets at the risk of the Commission on 5th November, 1957 for Rs. 
36,000. 

226. On 31st December, 1957, the Society Aled a suit against the 
Commission claiming damages amounting to Rs. 1,06,587 and the suit 
was pending in court. Meanwhile, the Society was wound up on 18th 
January, 1958 by the Registrar of Co-operative Societies on various 
1981 (c) L M .  



other grounds including one of misuse of controlled materials and 
an oficial liquidator had been appointed. Efforts were being made by 
the Commission to enforce recovery of the outstanding loans through - 
the liquidator. 

227. Besides the above transactions, grants to the extent of Rs. 5,945 
had been given by the Commission in August and September, 1957 
to the Society for conducing a training course during 1957-58. The 
Ministry had intimated Audit in October, 1955 that the claim for the 
refund of the entire amount had also been filed with the liquidator 
as the grant was not utilised for the purpose for which i t  was sanc- 
tioned. 

228. The Chairman of the Khadi and Village Industries Commis- 
sion stated in evidence that the contract had been entered into in 
the initial stage of the Ambar Charkha programme when they had 
no experience of the work. The park] had been recommended by 
the State Co-operative Department and appeared to have resources 
for fulfilment of the contract. The payments to the society, how- 
ever, had been mad.. in accordance with the terms of the contract. 
There was only one item of payment, which strictly interpreting the 
terms of the contract, might not be regarded as covered by the tnrms 
of the contract; but there too, they were motivated by the desire of 
getting the charkhas manufacturrd in large quantities in different 
parts of the country. The contention of the Society, on the other 
hand. was that it m s  not provided with funds from time tn time by 
the Board in accordance with the terms of contract which handicap- 
ped it from fulfilling its obligations. 

229. The Secretary of the Commission stated that according to 
the contract the first instalment of Rs. 25,000 was to be disbursed to 
the Society immediately. That was done by the Board on 7th 
September, 1956. After about a month, model sets were amroved 
by the officers of the Board. Consequently another Rs. 25.000 had 
to be paid to the Society on 8th November, 1956. On that date only 
Rs. 10,500 were paid to the Society. Another Rs. 14,500 were paid 
to it on 14th December, 1956. In other words, payment of the 
second instalment of Rs. 25,000 was slightly delayed. Round-about 
March, 1957 the Society delivered 400 sets valued at Rs. 32,000. 
According to para 9 of the contract "payment was to be made against 
delivery of the sets and 50% of the price was to be adiusted against 
loans advanced." Rs. 16,000 were, therefore, paid to the Society and 
the balance .of Rs. 16,000 was adjusted against the loan of Rs. 50,000 
advanced to  it. Later on the Society delivered 130 charkhas against 
which Rs. 5,320 had to  be paid. Another 150 charkhas were 



delivered by it to the Delhi Administration for which payment of 
the full amount was claimed by the Society from the Harijan 
Ashram, Delhi. Later the Board was telegraphically informed that 
1000 charkhas were ready. But the officers sent by the Board 
found that the charkhas had not been ready. Thereafter the Society 
informed the Board that the charkhas had been disposed of a t  a loss 
of Rs. 1 lakh at the risk of the Board. The Society claims were not 
tenable. Proceedings were instituted against the Society and a 
decree for Rs. 43,000 had been obtained against it. 

230. The Committee enquired why the Society was not asked to 
furnish any security before the contract was awarded to  it. They 
were informed that the Board relied on the recommendation of the 
State Co-operative Department that the sponsors of the 
Society their own share capital and resources in land. To a 
question regarding the prospects of realisation of the decretal 
amount, the Secretary of the Ministry stated that it was difficult to 
hold out any hope regarding the execution of the decree because 
the party had appeared as paupers in the court. 

231. The Committee sought an explanation for payment of 
Rs. 15,000 to the Society on 30th March, 1957. They were informed 
that on receipt of the telegram that 1000 charkhas were ready a 
sum of Rs. 15,000 was advanced to the Society against its demand 
for Rs. 50,000. The Committee then drew attention to the recom- 
mendation of the Assistant Director, Ambar Programme dated the 
9th October, 1956 that the Board (now Commission) should not 
extend any further help to the Societp and should take steps to 
recover the amount already paid and inquired why a further sum 
of Rs. 10,500 had been advanced io the Society on the 8th November, 
1956. The Membzr Secretary ol the Commission stated that as the 
Society had earlier been recommended lx-  the Assistant Registrar 
of the Co-operative Sociciies m d  as therc was criticism in Parlia- 
ment that the Khadi Board wn.: not giving funds to a co-operative 
society and further, in view of the agreement, there was no option 
but to pap the amount. 

232. The Additional Deputy ~ A m ~ t r o l l e r  & Auditor General 
intervening observed that the payment to the Society had not been 
made in conformity with the agrwment. He added that according 
to a note of the Director, Ambar Programme dated the 9th November, 
1956 not a single charkha was ready. The Member Secretary stated 
that prior to that date two sets had actually been approved by the 
Board. The Chairman, Khadi Commission stated that according to 
the Director of Industries and Labour, Delhi, about 200 wts of 



charkhas were ready on the 16th October, 1956 and the sets produced 
by the Society were found according to the spedflcations. 

233. Asked whether, in view of the conflicting opinions about 
the capacity of the Society to fulfil the terms of contract it was 
not desirable to investigate the matter fully before advancing any 
money to the Society, the Chairman, Khadi Commission replied that 
no payment was made to the Society except what was strictly 
payable to it under the terms of the agreement. After some 
discussion the Chairman, Khadi Commission, promised to furnish a 
detailed note to the Committee. 

234. The Committee enquired why a sum of Rs. 5,945 was 
advanced to the Society in August-September, 1957 for conducting 
a training course during 1957-58 when the Commission were aware 
that the affairs of the Society were in a bad way. The Member 
Secretary stated that it was considered advisable to impart training 
to the carpenters in the manufacture of Ambar Charkhas. As the 
Society had delivered 400 charkhas, the Commission believed at 
that time that the Society was capable of imparting proper training 
to the carpenters. 

Irregularities in the Vastraswawalamban Scheme-para 22 (A), 
pages 19-20- 

235. Under a scheme of financial assistance for the development 
of Khadi, a person, who spins yarn required for his own use and 
gets it woven from a registered khadi weaving institution is 
entitled to a rebate of 75% of the weaving charges paid by the 
institution to its weavers or 31 nP per sq. yd. whichever is less. The 
registered institution which weaves the cloth is also paid establish- 
ment subsidy of 12 n P  per sq. yd. by the Khadi Commission, to 
recoup the expenditure incurred by the institution towards 
promotion of the scheme. The charges paid to the weavers, less 
rebate admissible, are collected from the self-spinners by the 
institution which in turn claims, from the Commission, reimburse- 
ment of the rebate allowed to the self-spinners along with the 
establishment subsidy mentioned above on the strength of triplicate 
copies of cash memoranda issued- to the self-spinners. The number 
of registered institutions functionjng under that shceme in 1958-59 
was about 600 and the total payment made during the period from 
1953-54 to 1958-59 was about Rs. 1.86 mores, covering both weaving 
rebate and establishment subsidy. 

238, The internal auditors of the Commission reported that one 
of the institutions, instead of collecting the yarn from b m  fide 
self-spinners and then issuing it to weavers for weaving, had 



disbursed the rebate on weaving charges to weavers on cloth pus- 
ported to have been woven out of yarn given to them direct by self 
spinners. Thus the weavers had been paid both the weaving 
charges and the rebate payable to the self-spinners The amount of 
such rebate paid in 1955-56 was Rs. 1,715. 

237. Another institution was reported to have claimed rebate and 
establishment subsidy from the Commission by making entries in its 
books on the basis of information collected by its employees during 
their periodical visits to the villages in their area, of yarn supplied 
by certain persons direct to weavers and of woven cloth allegedly 
returned to them by these weavers, without physically verifying the 
existence of yarn or cloth or making sure that the yarn supplied 
was really yarn spun by persons for their own use. 

238. In the case of another institution, the Zonal Director 
discovered that bogus entries of yarn purchased and khadi cloth 
woven were made in order to get the benefit of both the rebate and 
the establishment subsidy. 

239. In respect of lump sum amounts placed at the disposal of 
a State Board for disbursement of the above subsidy to registered 
institutions, several instances were detected by the internal auditors 
where the institutions had claim establishment subsidy and also 
production/sales subsidy which was not admissible under this 
scheme. A sum of Rs. 1,880 out of an amount of Rs.. 2,806 due on 
that account was recoverable from the institutions concerned. 

240. Some of the above irregularities were still under investigation 
and the final findings were awaited. According to Audit, these irregu- 
larities indicated that there were lacunae in the scheme which facili- 
tated payment of fictitious and exaggerated subsidy. The Chairman, 
Khadi Commission, admitted that the scheme of subsidy or rebate was 
not absolutely foolproof, much less perfect, and that certain flaws and 
defects had been found by the Commission's own auditors and efforts 
were made to rectify them. About the irregularities mentioned in the 
report, he stated that wherever the Commission found that amounts 
had been given in excess, those amounts had been called back and 
further payments stopped. The Chairman, Khadi Commission, stated 
that 10 cases had been investigadd and recoveries and adjustments 
had been made in some of them. There were two cases on which 
the decision of the Commission had been challenged. 

241. The Committee enquired whether the Commission had investi- 
gated cases where weavers had been paid both the weaving charges 
and the rebate payable to the self-spinnrs. The Member-Secretary 



of the Commission stated that some of the reported irregularities 
showed lack of knowledge of the working of the scheme on the part 
of the internal auditors on the basis of whose reports, the statutory 
audit report had been prepared. A person, for instance, could not get 
the weaving charges as well as the subsidy. A person who had the 
yarn gave that to be woven and when that yarn had been woven the 
weaver was paid full wages by the institution. The spinner, who got 
the cloth, paid only 25% of the weaving charges to the institution and 
75y0 was recouped by the institution from the Commission. So, it 
was impossible, that the weaver could get the full wages as also in 
addition, 75%. The spinner only could get the benefit of 75% of 
weaving charges. 

242. The Committee wanted to know how the Commission ensured 
that a person was self-spinner and had not purchased the yarn from 
somewhere else and got the benefit of the subsidy. The Chairman, 
Khadi Commission stated that such a course could not be profitable 
to a person as by purchasing cloth from the market be could as well 
get a rebate of 3 annas in a rupee. That rebate in actual practice was 
mom than the subsidy of 75% of the weaving charges. After some 
discussion the Committee desired to be furnished with a note as 
regards investigations conducted by the Commission about the alleged 
irregularities committed by certain institutions. 

243. The Committee enquired whether any investigation had been 
conducted into the affairs of the institution which was alleged to have 
made bogus entries of yarn purchased and khadi cloth woven in order 
to get the benefit of both the rebate and the establishment subsidy. 
The Secretary of the Ministry stated that the irregularities had not 
been proved. About another institution claiming rebate and establish- 
ment subsidy by making false entries in its books, the Committee 
were informed that the Commission took care not to pay the claims 
as they were satisfied that the transactions were not genuine. 

244. In reply to a question the Member SecreL-.:p stated that there 
were 13 or 14 registers in which accounts were maintained right from 
the purchased of cotton till the sale of cloth and those registers had 
been shown to Audit. The Additional Deputy Comptroller and Audi- 
tor General intervened to say thnt only certain skeleton forms of 
accounts had been shown to Audit. He maintained that the actual 
accounts had not been shown to Audit and Audit felt that there were 
loopholes in the scheme whereby certain irregu1.r payments were 
made possible. 

245. The Chairman, Khadi Commission, stated that as desired by 
Auditor a complete and detailed.test-checking had been undertaken 



by their internal audit. The maintenance of the registers was also 
being looked into. According to the Secretary of the Ministry, 
lacunae, if any in the scheme would become clear only when test 
audit had been completed. He felt that the lacunae where not so 
much in the principles of the scheme as in its administration. 

246. In reply to a question the Chairman, Khadi Commission, 
informed the Committee that the question of recasting the entire 
Swawalamban Scheme was under examination and a decision might 
be taken by the Ministry by the end of the year. 

247. The Committee then  adjourned till 10-00 hours on Friday, the 
28th October, 1960. 
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MINISTRY OF COMMERCE & INDUSTRY 
Irregularities in thc Vastmswuwalatnban Scheme-Para 22 (B&C), 

page 21- 

249. Under this scheme the registered institutions which wove 
the cloth were paid establishment subsidy of 12nP. per sq. yd. by the 
Khadi Commission, to recoup exptnditure incurred by the Institutions 
towards the promotion of the scheme. This subsidy was considered 
to be in excess of the expenditure actually incurred particularly in 
the case of the bigger institutions. Further while Audit held the 
view that the subsidy was payzble at the maximum rate of 12 nP. 
per sq. yd. and limited to the expenditure actually incurred duly sup- 
ported by audited statements of accounts and utilisation certificates, 
the Board/Commission treated the rate of 12 nP. per sq. yd. as a flat 
rate without any condition. * 

250. Giving the latest position, the representative of the Ministry 
informed the Committee that this matter was discussed recently a t  
a meeting with the Khadi Commission and it had been decided that 
with effect from the 1st July, 1959, the rate of subsidy will be 12nP. 
per sq. yd. on Swawalamban clplh for the first 5000 sq. yds. and 3 nP. 
per sq. yd. beyond 5000 sq. yds. Thus in respect of all transactions 
from 1st July, 1959 necessary adjustments in the payment of subsidy 
will be made according to the new rates. 

251. When it was pointed out by the Committee that according to  
the interpretation of t h ~  existing orders by Audit the actual expendi- 
ture incurred by the institutions under the scheme was to be recouped 



subject to a ceiling of 12 nP. per sq. yd. the representative of the Minis- 
try stated that the wording of the orders was a little ambiguous. The 
Khadi Commission having construed that the rate of 12 nP. per sq. yd. 
was not a ceiling but a flat rate of disbursement on the basis of produc- 
tion, and the Ministry having acquiesced in this, recovery of the over- 
payment, if any, would be difficult. Further as no separate accounts 
were kept of actual expenditure under this scheme from year to year 
it was difficult to hold that there had been an overpayment in the 
earlier years. Therefore, though the provisions regarding payment of 
subsidy could be liberally interpreted in favour of Government and 
the payment restricted to the actual expenditure, considering the prac- 
tical difficulties, it was decided to give effect to the new orders from 
1st July, 1959 only. 

252. In reply to a question the Committee were informed that 
Government would consider revision of the new rates for subsidies 
if the test audit of payment of subsidy to some institutions revealed 
that even these rates were higher than the actual expenditure incur- 
red by the institutions. 

Irregularities in running a Vidyalaya-Para 24, pages 21-23-- 

253. An Advisory Board set up by Government in February, 1953 
for the development of certain industries started a Vidyalaya during 
1953-54 for training personnel in the technique of those industries. 
The audit of the accounts of the Vidyalaya for the period 1954-55 and 
1955-56 conducted in November 1956 revealed that the cash book and 
other initial accounts of the institution were maintained in a very 
unsatisfactory manner. Instances were noticed in which sale pro- 
ceeds realised were neither credited to the cash accountenor deposited 
in the bank; payments were made for private and unauthorisd pur- 
poses; advances of large amounts were given to employees and private 

E individuals, the recovery of which was neither properly effected nor 
accounted for; the stock accounts of raw materials and finished pro- 
ducts were not maintained poperly and no physical verification of 
stores had been conducted. Following a report by Audit to Govern- 
ment, the cash book and other initial records for the period 195455 
were recast. A test check of the recast accounts by Audit in Decem- 
ber, 1958 indicated various other irregharities. 

254. The Committee wanted to know the reasons for the non-main- 
tenance of proper accounts and various other irregularities pointed out 
by Audit. The representative of the Ministry stated that during the 
initial years of the establishment of this institution there was no 
separate staff for maintaining these accounts and the principal and 



the staff, according to a deliberate decision, were themselves maintau- 
ing these accounts with the help of some social workers. He admitted 
that these accounts were not kept properly and there had been 
various lapses during this period for which there was no proper ex- 
planation. It was, however, added that the Commission had since 
posted qualified and experienced staff to handle the accounts of the 
institution properly. 

255. When asked why in some instances sale proceeds were 
neither credited to cash accounts nor deposited in the bank and pay- 
ments were made for private and unauthorised purposes, the repre- 
sentative of the Commission stated in extenuation that in quite a large 
number of these cases the amounts were posted to "suspense" or 
"sundry creditors" accounts and remained unadjusted till proper 
accounts were prepared. It was admitted that there might have 
been temporary misappropriation of funds in some cases. But it was 
urged that where social workers who had worked in an honorary 
capacity, were concerned, it was difficult retrospectively to lay the 
blame on them after a lapse of time. 

256. Referring to the amounts outstanding as pointed out in sub- 
para 2 (iii) of the Audit Report, the representative of the Ministry 
stated that on later calculations it was estimated that the net debit 
balance was much less than given in the Audit para and offered to 
submit a note in this regard to the Committee duly vetted by Audit. 

257. The Committee then referred to sub-para 2(vi) according to 
which although about 140 acres of cultivable land and some pasture 
land attached to the vidyalaya had been leased out to a private insti- 
tution from 1st May, 1956 along with some farm houses, servants 
quarters and engine shed, no lease deed had been executed nor any 
rent recovered for the land and buildings. Explaining the reasons for 
the non-execution of the lease deed, the representative of the Com- 
mission stated that as all agricultural property was governed by 
Bombay Land Tenancy Act, on the advice of the Commission's lega y 
adviser the lease deeds were not executed to avoid legal complica- 
tions. The management of the land was entrusted to a separate re- 
gistered body (of which the principal of the Vidyalaya was also a 
member) for the development of land and for carrying out agri- 
cultural operations on behalf of the Commission. In order to carry 
out the development of land the institution was also granted certain 
interest free advances. The amount realised by the institution from 
the produce o,f the land was utilised for the liquidation of advancis 
granted by the Commission and for meeting the expenses incurred 
by the institution. The Committee were informed. that there had 
been no balance left for payment to the Commission after such 
adjustments. 



258. When asked why even a service agreement was not executed 
with the institution to manage the land on behalf of the Vidyalaya, 
the representative of the Commission stated that though no for&! 
agreement had been executed with the institution, some working 
arrangements had been made in this regard on the basis of letters 
exchanged between the Commission and the institution. 

259. The Committee drew attention to the fact that some of the 
houses, sheds, etc, attached to the cultivable land had been occupied 
by some persons who did not belong to the institution and used them 
for purposes entirely outside the scope of the institution, but no rent 
was being recovered. The representative of the Commission stated 
that one of the occupants was an officer in the service of the Govern- 
ment of Bombay who was attached to the Vidyal~lya previously. 
As he did not vacate the premises for a long time the State Govern- 
ment was addressed in the matter and the officer had since vacated 
the premises. As regards others the representative of the Comrnis- 
sion promised to furnish a note to the Committee after looking into 
the matter as he had no information available with him. 

Irregularities in the accounts of a Karyalaya (Nasik)-para 25, 
Pages 23-24-- 

260. An Advisory Board set up by Government in February, 1953 
for the development of certain industries started a Saranjam Karya- 
lnya (Workshop) in 1955 mainly for the manufacture and supply of 
implements required for one of the industries. A sum of about 
Rs. 4 lacs was invested in the workshop upto 31st March, 1959. The 
profit and loss accounts of the workshop showed that it suffered a loss 
of Rs. 95,985 upto 31st March, 1959. 

261. The local audit of the accounts of the workshop also revealed 
arious irregularities. One of these was that buildings to house the ik, rkshop were constructed at a cost of about Rs. 1.21 lakhs through 

two private contractors without framing proper technical estimates 
in consultation with the C.P.W.D. and without inviting open tenders. 

262. The representative of the Ministry admitted in evidence that 
there was a deviation from the recognised C.P.W.D procedure in 
this case inasmuch as plan and estimatm were not prepared before- 
hand nor open tenders invited for the work. As the Commission had 
no engineer under them, three construction firms were invited to 
submit plans and estimates along with their tenders. Out of the 
two firms who submitted their designs together with the tenders for 
construction work one was finally selected for executing the work. 
It was, however, stated in extenuation that the consultation with the 



C.P.W.D. in simrlar other works indicated that the estimates of the 
C.P.W.D. for the departmental execution of this work would have 
been higher and it would have also taken a longer time. 

263. Inviting attention to the fact that the construction of the 
building was supervised by the firm's own engineer, the Committee 
enquired whether on completion the building had been examined 
and appproved by the C.P.W.D. The representative of the Com- 
mission stated that later on it had been certified by their consultant 
firm of architects in Bombay. 

264. The Committee then referred to sub-para 2 (ii) of the Audit 
para and enquired as to the necessity of purchasing timber worth 
about Rs. 2,10,000 on several occasions in 1956-57 and reasons for not 
inviting tenders on most of the occasions. The representative of 
the Commission informed the Committee that the bulk of the pur- 
chase related to the approved type of wood from the Dandeli forests 
for the production of Ambar Charkha in the Karyalayas. Out of 
Rs. 2.10 lakhs worth of timber purchased during 1956-57, only in 
one case the purchase was made for more than Rs  1 lakh and in this 
case quotations had been called from three firms and the order was 
placed with the lowest tenderer. No written contract was, however, 
entered into in this case although the terms for execution of work 
'were agreed to in advance of the transaction. In the remaining 
cases the purchases were for small amounts and no quotations were 
therefore called for in those cases. 

265. In reply to a question the Committee were informed that out 
of the total timber worth about Rs. 2.10 lakhs purchased on 25 
occasions, timber worth Rs. 2:03 lakhs was purchased from one firm 
only. I 

266. When asked how much of the timber purchase during 1956-57 
was used in that year, the representative of the Commission stat 
that the purchases were made regularly from 1954-55 to 1958-59 1 
'the entire quantity was issued in three years, for the manufacture 
:of Charkhas. Timber was also supplied to small Karyalayas from 
the institution. I 

267. Explaining the reasons for the deficit of timber worth 
Rs. 22,400, the representativeeof the institution stated that timber was 
purchased in large scantlings df different sizes. In the course of 
manufacture of Charkhas from such scantlings the normal wastage 
allowed was 10 to 15 per cent. The waste wood was sold as fuel 
t a  the Vidyalaya. The deficit of Rs. 22,400 was the total deficit for 
the years 1954 to 1959 after taking into account th6 amount recove- 
red from the saIe of the waste wood. The representatives of Audit, 
however, intervened to say that according to the latest reply re- 



ceived from the Commission the loss was calculated after taking the 
normal wastage into account and the Commission had stated that they 
were trying to ascertain the reasons for the loss. 

268. Explaining the reasons for the loss of about Rs. 95,985 incur- 
red by the institution, the representative of the institution stated 
that though a portion of the loss was due to the lower price fixed 
for the sale of these Charkhas than their cost of production during 
the initial stages, the major portion of the loss was incurred during 
the years 1957-58 and 1958-59 due to labour troubles and go-slow 
tactics adopted by the workers. The Institution was not, however, 
'incurring any loss currently. 

269. As to the steps taken by the Ministry to check various irregu- 
larities in the institution the representative of the Ministry stated 
that after these irregularities came to the notice of the Ministry 
detailed instructions were issued to the Khadi Commission for obser- 
ving certain rules and regulations. The Commission were also pre- 
paring a manual for the guidance of the institutions. 
Irregularitier in the grant of a loan to an Institution-para 27, 

pcges 24-25- 
270. An institution registered under tho Societies Registration Act, 

1860 applied in March, 1955 for a loan of Rs. 5 lacs to an Advisory 
Board for the purpose of production of Khadi. The institution was 
asked to route the demand duly supported with the required docu- 
ments through the S t u t ~  Board concerned. Subsequentlv, the Secre- 
tary of the institut~on instead of complying with these requirements 
contacted personally the members of the Advisory Board who on the 
strength of oral discussions and the rxamination of certain documents 
produced by him disbursed to him on 10th December, 1956 as a snecial 
case and on a trial basis, an interest free lmn of Rs. 51,000 subject. 
however, to the conditions that (i) the repaymnnt should be made by 
9 December. 1957 and (ji) monthly proqress reports showing the & ner of utilisation of funds should be furnished 

271. The institution did not, however, repay the loan by tho due 
date nor did it furnish any monthly progress reports. The accounts 
rendered after persistent demands for the periods ending 31-12-57 and 
31-12-58 showed that a sum of Rs. 18,992 had been spent by the 
Institution mainly on pay and allowanc~. Owing to certain adverse 
'reports received regarding the affairs of the institution, attempts 
were made by the Commission (which replaced the Khadi Board 
from 1st April, 1957) to examine the books of the institution but 
the institution has till now evaded such an examination. The Com- 
mission decided on 11th September, 1958 that the entire amount of 
loan should be recovered from the institution in m e  lump but the 
recovery is still awaited, I 



272. Giving the latest position the representative of the Comrnis- 
sion stated that the Secretary of the institution who was in chargo of 
the entire programme when the scheme was sanctioned had left the 
institution. With his departure, the work of the institution came to 
a standstill and no repayment of the loan had been made. It took 
some time to trace the Socretwy. He was, however, reported to 
have been arrested recently; and let out on bail. He would b7 put 
on trial on the charge of criminal misappropriation of funds. 

273. Explaining the reasons for the smctioning of the loan, the 
representativ? of the Commission stated that the institution was 
reported to be a well-estl3hlish~d one in the South Bihar where neither 
the Commission nor their various institutions had spread their op-ra- 
tions. Secondly, this institution had on its Board of Trustees a num- 
ber of men who were prominent in ~ u b l i c  life. The jnstitution had 
also prepared a scheme and secur-d aid for various pumoses from 
either the State Government or some Central Government Organisa- 
tion. Therefore, it w ~ s  decid-d to advance the loan to the institution 
to enable it to carry on its programme. 

274. Asked why the loan was directlv granted to the institution 
when earlier the institution was asked to route its request through 
the State Board concerned, the represent~tive of the Commission 
stated that so far as Khadi Dev-lopment prom-3mmes wwc conwrned 
unlike villsqe industries proqmmmes, the Commission could grant 
direct aid to the institutims, provided those were sponsored and run 
under the direction of persons prominent in public life. 

275. In reply to a question whether any attemnts hsd hren made 
to  recover the amount from the office bearers of this institution, the 
re~resentative of the Commission stated that all a s ~ c c t s  regarding 
the resnonsibilities of the office b-arers at variws levels would he 
tnken into cnnqideration by t h ~ i r  legal advisers at the time of fil inq] 
the detailed clsim against the institution. I t  was, however. a matter* 
of doubt whether the Board of Trustees would also be subject to a 
civil action. - " - - : * - ~ ~  

Irregularities in the accounts of a Kar?lala?/a (Bangalore)--para 28, 
.pages 25-28- I . 
276. The Khadi Board set up by Government in February. 1953 

for the development of certain industries, started in 1955 a Karyalaya 
(Workshop) for the mrinufacture and supply of Ambar Chsrkhas and 
other implements. The Karyalaya was managed by. an 'honorary' 
official, who was paid an honorarium of Rs. 500 per month. The 
Karyalaya was h t e r  expanded into two units which were handed over 



for management to a State Board on 22nd September, 1968 and 13th 
December, 1958 resprctively. A loss of Rs. 1.15 lakhs was incurred 
by the Karyalaya during the year 1955-56 to 1958-59. A test audit 
of the accounts of the various Karyalayas conducted in February/ 
March, 1958 revealed several irregularities. Thrse irregularities were 
hrought to the notice of the Government and the Commission in July, 
1958. A Committee of Enquiry was set up by the Commission in 
January, 1959 to invest~gate into (i) th. loss incurred by the Karya- 
laya and (ii) the financial irregularities pointed out by Audit. The 
Enquiry Committee submitted a Report in June, 1959 to the Commis- 
sion confirming the losses suffered by the Kwyalaya. Various other 
lapses and the reasons leading them were also referred to therein. 

277. The report of the Enquiry Committee was under the consi- 
derakion of the Commission. Meanwhile the honorary official had 
severed his connection with thc  Commission on 27th March, 1958. 

278. Giving the latest position the representative of the Commis- 
sion stated that the report of ihe Enquiry Committee had been ron- 
stdered by the Commission and suitable ection taken for the recovery 
of the amounts found du- from the persons concerned. He added that 
a sum of Rs. 4,000 had already been recovered from the Technical 
Adviser. The report of the Enquiry Committee he added was pow 
undcr the considrration of the Government. 

279. Explaining why the honorary official was allowed to sever his 
connections with the Commission pending the consideration of the 
Enquiry Committee's report, thc representdvc~ of the Commission 
stated that as he had to leave for Japan on some private work, the 
Commission preferred to reliev; him rather than grant him leave. 
The Commission would, however, recover any amount found due from 
him as a result of the Enquiry Committee's Report. 

Irregularities in the accounts of subsidy on production a n d ,  sal? of 
Khadi-para 29, pages 28-29- 

280. The local audit of the accounts of the subsidy on production 
and sale of Khadi conducted in October, 1958 revealed, inter alia, the 
following irregularities: - 

(i) Production subsidy was being paid cjn selling pric. instead 
of on cost of production. At the instance of Audit, Gov- 
ernment inforn~ed the Commission in February, 1959 that 
production subsidy should be based only on the direct 
costs of materials, wag s and a margin to cover establish- 
ment expenses for production, and that the Commission 
should recover overpayments from the institutions con- 
cerned (estimated at several lacs of rupees) in rrspect of 



past transactions. The. CL~punission had n& accepted 
this position and the i-rjstter was under further corres- 
pondence between the ,Commission and Government. 

~( i i )  Production subsidy was admissible to  institutions only in 
respect of their own production. In several cases, pro- 
duction subsidy had, however, been paid on goods pur- 
chased by the institutions. The Commission had stated 
that these cases were under examination. 

fiii) In a number of cases, it was noticed by internal auditors/ 
Zonal Directors that sales subsidy and rebates (allowed 
to purchsers of Khadi and recouped from the Commis- 
sion) were paid in respect of fictitious retail sales. One 
institution alone was reported to have claimed subsidy 
and rebate amounting to nearly a lakh of rupees on such 
sales during the period January, 1957 to- December, 1958. 
These cases were under further investigation. 

281. The Committee enquired whether nny decision had heen 
reached regarding the basis of payment of production subsidy. The 
Chairman of the Commission stated that the matter was still under 
cowideration in consultation with Audit. 

- 282. As to the action taken in the cases mentioned in sub-para ( j i )  
of pam. above the Committee were informed that the investi- 
gatlons in these cases had been completed and the amount recovared 
in some of the cases where there had been overpayment. 

283. Referring to the cases of claims of subsidy and rebate on 
fictitious sales mentioned in sub-para (iii) above, the representative 
of the Commission in form4 the Coinmittee thet the examination of 
these case's had also been completed by the Commission and certain 
decisions taken in th. matter. As a result, the certificates of five 
institutions had been cancelled and they had been removed from the 
register. Some others k id  been asked to re-orgenise their affairs. 
The matter had, however, been reported t o  the Ministry for their 
'concurrence. 

Inclusion of jictitiozis assets in the balance sheet of the Production and 
Sales Centre in Andhra-Appropriation Accounts 1958-59, Vol. 1-1, ' 

Audit comment No. 1, page 26- 

284. Fictitious assets to the extent of Rs. 4,01,589 (including a :.urn 
>of Rs. 3,95,547 on account of deficit in stock) were exhibited In the 
1981 (c) LS-6. 



Balance Sheet of the Production and Sales Centres in Andhm. Accord- 
ing to Audit if these items had been written off to Profit and Loss 
Accounts, the net profit of Rs. 30,960 would be converted into a ne t  
loss of Rs. 3,70,629. 

285. Asked why fictitious assets had been included in the Ealance 
Sheet, the representative of the Ministry stated that the matter was  
still under investigation, as it was felt that there had been certain 
incorrect classification of the assets and also pilferages which would 
be recoverable from those concerned after due verification. T h e  
representative of the Commission promised to furnish a written nc t e  
in this regard. 

Working of variou,s Ernporia-Audit coinment No. 8- 

286. The result of trading operations indiceted that all emporia 
(except New Delhi) and Saranjam Karyalayas were running at  a 
heavy loss. The profit of the New Delhi emporium which stood at  
Rs. 40,571 during the year 1957-58 had also gone down to Rs. 18,656 
during the year. 

'287. Explaining the reasons lor the loss in the running of t h e  
emporia, the representative of the Commission stated that in the Arst 
two or three years, it was not possible for the emporia lo earn profits. 
In the case of the emporium at Bombay, a high rent had to be paid 
for the buildings. It  was, however, added that the sales in emporia 
were going up. Only in respect of the emporium at  Calcutta, t he  
position was somewhat unsatisfactory. As for the decrease in profit 
in the emporium at Delhi as compared to the previous year despite 
increase in sales. the Committee were informed that the emporl~rrn 
hnd to provide in 1958-59 for the arrears of provident fund contribu- 
tion and salaries, etc. Further the section for ready-made cloth 
having been closed down and the work distributed to women's organi- 
sations and others, its profit had further been reduced. 

288. As regards the Saranjam Raryalayw, it was stated that t h e  
Karyalaya at Bangalore had been transferred to the State Board. 
The Karyrtlaya at Nasik had done better in 1959-60 than in previous 
years. Its continuance, however. was a matter under consideration. 

Short rccoueries of By-products-para 82 (i) , page 90- 

289. When the installation of the Coke Oven Plant in Sindri w a s  
sanctioned in 1951, it was estimated that the net cost of coke produced 



in the plant would come to Rs. 26 per ton (against the then controlled 
rate of Rs. 3475  nP.) after taking into account an estimated credit of 
Rs. 14.54 per ton, on account of the by-products of coking. The  
actual net cost of coke in 1956-57, however, rose to Rs. 53.59 per ton 
approximately, the credit from the by-products being to tbe extent of 
Rs. 8.58 per ton only. 

290. The Committee wanted to know the reasons for the increase 
in the cost of production of coke. The representative of the Ministry 
stated that he had not been able to trace the basis on which esti- 
mates were made in 1951. The present position revealed that the  
estimates were ov~r-optimistic. Further the increase in the cost of 
coal, labour and allocation of overheads to production of coke during 
the followmg years possibly contributed to the increase in the cost 
of production of coke. It was also udded in extenuation that one of 
the main objects in having a coking plant in Sindri was to secure an 
uninterrupted supply of coke. Therefore, the cost of production of 
coke at Sindri should be compared with the cost of obtaining alterna- 
tive coke at Sindri, 1 . t . .  the cost of transporting such coke should also 
be taken into account. 

291. Explaining thc rcusons for the decrease in the price realised 
for by-products, the representative of the Ministry stated that the 
market price of coal-tar, one of the major by-products, had gone down 
considerably due to larger supplies available in the market as a result 
of increased production of coke by the various steel plants. He, 
however, added that as the factory had been able to produce several 
other by-products the cre&t taken for the by-products during t.hr 
year 1958-59 was about Rs. 15 per ton as against about Rs. 8:8 per ton 
during the year 1956-57. The Committee desired to be furnished 
with a note giving an analysis of the costs and how they compared 
from time to time. 

292. The Committee were also informed by the Managing Director 
of the factory that as the storage of large quantities of by-products 
caused operational difficulties, the by-products had to he sold somc- 
times at a price slightly lower than the market price in order to make 
room tor further quantities of by-products. 

293. In reply to a question, the Committee were informed that 
production of coke in the factory w'as at present being limited to the 
actual quantity of gas that could be consumed in the unit. But to . 
the extent the requirement of gas increases, there was capacity to  
handle the other by-products released thereby. 

294. Explaining the reasons for the difference between the con- 
trolled price of coke and  the cost of production at  the factory, the 



representative of the Ministry stated that it was due to the specially 
high grade coal being used at Sindri with a view to producing coke 
of requisite quality; therefore, the cost was more than the average 
price. This coke was generally used by the factories and was not sold 
to public except to the extent that it could not be immediately utilis- 
ed, as it was liable to deteriorate in storage. 

295. Asked whether the coke could not be sold to Durgapur Steel 
Wosks, the representative of the factory stated that the ash content 
of the coke produced at Sindri was slightly higher than that required 
by the Durgapur Steel Works. 

shortage of Gypsum-para 82 (ii) , page 90- 

296. In September, 1956, the percentage of normal wastag:. of 
gypsum at Sindri factory was fixed at 4 per cent. of the Railway 
weight, on the basis of the actud shortages noticed till then. The 
shortage, however, rose to 6 .21 per cent. in 1956-57 and 8.19 per cent. 
i n  1957-58, the value inclusive of frieght and usual wastage of 4 % 
being Rs. 16.07 lakhs and Rs. 20.48 lakhs respectively in these two 
years. 

297. Th- representative of the Ministry explained that the short- 
ages of gypsum were due to defective weighrnent, difficulties in physi- 
cal verification as the powdered gypsum got buried under ground, 
loss in transit in open wagons and loss due to pilferage, etc. 

298. Explaining why the responsibility for loss in transit could not 
be fixed on the Railways, the representative of the factory stated that 
it was difficult to determine the portion of the loss during tranship- 
ment. It was also not practicable to weigh every wagon at Sjndri 
as a large number of wagons were received deily and it would result 
in considerable detention of wagons. Only periodical spot checks 
could be made to ensure that the wagons had been correctly loaded. 
In  reply to a question, the Committee were informed that it had sinc . 
been decided that one or two trains should be completely checked 
from the sourc-. to the destination to find out such losses. 

299. Explaining the steps hken  to reduce the percentage of the 
loss of gypsum, the representative of the Ministry stated that the 
factory had introduc~d more fregulnt physical verifications to esti- 
mate properly the quantity of gypsum that gets powdered in handling 

. and buried in the earth; had ordered for modern weighing machines 
for proper weighment and were also trying to asscss c :rrectly the 
consumption of gypsum per ton of csmmonium sulphate. 

300. In reply to a question, the Committee were informed that the 
quality of gypsum received in Sindri was on the average a little 



lower than what it was about three .gears ago. To some extent, i t  
m u l t e d  in fall in the production of fertilizers as a greater quantity 
of gypsum h9d to be used to produce the same quantity of fertilizers. 

301. In reply to another question, the Committee were informed 
that the gypsum and coal based process for production of fertilizers 
had been replaced in most of the countries as it was an expsnsive pro- 
cess and at present 95 per cent. production of the fertilizers in U.S.A. 
was from natural gas. 

Loss in manufacture of machinery-page 91, para 83- 

302. During 1953-54 and 1954-55, 640 centrifugal pumps and 779 
chaff cutters, costing Rs. 1,59,285 and Rs. 64,657 respectively were 
manufactured in addition to a stock of 190 chaff cutters costing 
Rs. 15,770 in a Government F o p d r y .  These products were sold from 
1st April, 1953 to 31st March, 1958 at rates below the cost of produc- 
tion. The total loss incurred in the disposal of 969 chaff cutters end  
303 centrifugal pumps at rates below cost amounted to Rs. 15,588 and 
Rs. 27,978 respectively. 337 centrifugal pumps costing Rs. 83,874 
were lying in stock till March, 1958. The production of centrifugal 
pumps and chaff cutters had been discontinued from 1955-56. 

303. Giving the latest position, the representative of the Foundry 
stated that while all the chaff cutters had been sold out, there were 
310 pumps still to be disposed of. However, as the foundry had start- 
ed the production of motors and had already produced about 60 
motors, it was expected t h a t  it would be easier to dispose of these 
pumps along with motors. 

304. When pointed c:ut that consequent upon the sale of 16 more 
pumps'out of 337 centrifugal pumps, the loss on this account had in- 
creased to Rs. 29,265, the representative of the foundry contended that 
the cost of production on which the above mentioned loss was cal- 
culated was inclusive of development expenses. He added that the 
question as to how much of the development charges should be in- 
cluded in the cost of production was under examination. 

305. In reply to a question the0Committee were informed that . 
though the cost of production of motors and pumps a t  Nahan Foun- 
dry was higher than that of similar products in the private sector, the' 
Foundary, because of its location, was in an advantageous position 
to meet the local needs. The factory was not incurring any loss 
now and the labour was fully employed. 



Delay in the rendering of accounts of Grant-in-aid-Para 94, page 
114- 

306. With a view to providing incentive to the promotion of handi- 
crafts, Government gave grants-in-aid to various State Governments, 
from time to time from the year 1953-54 on conditions that the State 
Governments had to implement the specified schemes, refund unspent 
balances and to render detailed accounts of expenditure incurred out 
of the grants, to their respective Accountants General. The refunding 
of unspent balances was not, however, prompt, and/or rendering of 
accounts was heavily in arrears. 

307. The Committee were informed that the procedure had been 
revised from 1958-59 in regard to the payments of grant-in-aid to 
State Governments, whereby funds were advanced to the State Gov- 
ernments every month out of the allocation for the whole year and 
final sanctions were issued at the close of the year on the basis of the 
expenditure actually incurred by the State Governments during the 
first three quarters and the estimated expenditure during the last 
quarter. 

308. Giving the latest position in regard to the receipt of utilisation 
certificates for schemes implemented during 1956-58 the representa- 
tive of the Ministry stated that the States Accountants General had 
been instructed to move the State Governments to furnish fresh 
declaration certificates with full particulars supported by Audit cer- 
tificates in each case. Such incomplete documents as had already 
been received by the Director of Audit had also been returned to 
the As. G. concerned for resubmission. 

309. The Committee were also informed by Audit that every effort 
was being made to get these certificates as soon as possible but the 
State Governments or the Committees concerned were not very help- 
ful in the matter. 

310. In reply t o  a question the Committee were informed that such 
delays would not arise under the revised procedure. The Committee 
desired than the old arrears should be c l e a r 4  as early as possible. 

311. The Committee then adjourned till 10.00 houa on Saturday 
the 29th October, 1960. 
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Audit Report (Civil), 1960 

Excessive releases of grants for Wel fare  Extension Projects resulting3 
in accumulation of heavg cash balances-para 31 ( b )  , page . . 31- 

313. According to Audit, during the year 1956-57.against a sum of 
Rs. 17,21,932 to be released by the Social Welfare Board to 263 Wel- 
fare Extension Projects as its share a t  50 oA of the total expenditure, 
even after providing for the maximum proportionate contribution 



(actual amount nat known) on the assessed value of the services ren- 
dered for the full y e a f b y  honorary workers in Project Implementa- 
tion Committees amourits aggregating Rs. 28,12,700, viz. more than 
Rs. 10 lakhs over its stipulated share, were disbursed by the Board. 

I 

314. In spite of heavy cash balances lying with the Welfare Exten- 
sion Projects, advance releases of grants amounting to Rs. 4,39,000. 
were made for these projects during 1956-57 for utilisation in 1957-58. 
Similarly, at theend of the year 1957-58 advance releases of grants fo r  
the year 1958-59 at Rs. 3,000 to Rs. 5,000 for each Project were made, 
by the Board. 

315. Of the 435 Projects functioning during the year 1957-58, ac- 
counts in respect of 255 only had been received by the Board 
(August, 1959) and even these accounts were not in a final form. 

316: 3.n regard to the Audit comment that excessive releases of 
grants %ere made to Welfare Extension Projects, the Chairman, So- 
cial Welfare Board, stated that the budget of a Welfare Project was 
made up of four parts: contributions from the Board, from State Gov- 
ernments, Block  contributions and voluntary contkibutions from the 
people. So far  as the Board was concerned, it released its share well 
in advance. The other parties, particularly State Governments, how- 
ever, did not release thelr shares in time. Some of the State Gov- 
ernments took about one to three years in releasing their share. And 
even where they released their share, the State Governments made 
the money available at the closing stages of the financial year when 
there was hardly any time left for the relessed amounts to be utilised. 
Had the other partles contributeh their share in time, the advances 
made by the Board would not have appeared to be large. 

317. Referring to para 41 of the 18th Report of P.A.C. (2nd Lok 
Sabha), the Committee inquired what action had been taken on the 
suggestion of the Committee of 1958-59 that the Board should, in con- 
sultation with the Ministi-y of Finance and Audit, evolve a suitable 
procedure whereby the grant of subsidies. their disbursements and 
accounts etc. could be simplified. Tfiey were informed that a grants- 
in-aid committee was set up in De_cQmber. 1959 to evolve a new pro- 
cedure in the light of past e~p~er ience of the Board. That committee 
had already held three or four sittings and its work was expected t o  
be finalised in the next two or three sittings. The Committee had alsu 
submitted an interim report which was considered by the Board at 
its last sitting. As to why the Committee had not yet been able to 
finalise its work, it was stated that the ground to be covered by this 
committee being vast and new, it had to proceed cautiously in the 
matter. Another delaying factor was the question of constituting: 



t h e  Board as statutory body. I t  was now proposed to proceed with 
the revislon oi the existing procedure regarding grants-in-aid in- 
dependently of the decision regarding the status of the Board. 

318. The Committee then enquired why the accounts in respect of 
180 projects, out of a total of 435 projects functioning during 1957-58, 
had not been received in the Board even by August, 1959. The Chair- 
man of the Board ascribed it to delay in auditing the accounts of these 
Projects. The Deputy Comptroller and Auditor General, however, 
intervened to point out that the Audit Department could not take up 
the accounts for audit as they were not complete in all respects. In a 
number of cases they were not in a final form. He, however, promised 
to verify the facts at his end and submit a further report to the Com- 
mittee, if necessary. The Chairman of the Board also promised to do 
ihe same. 

319. To a question why the Board released grants in cases where 
audited accounts for previous years had not been received from the 
Projects, the witness stated that releases in these cases were made on 
the basis of unaudited accounts. Explaining the procedure followed 
by the Board in this behalf, she stated that money was released for six 
months on the basis of unaudited accounts and final adjustments made 
when the audited accounts were received. 

Deficiency in public contributions-para 31 (c) ,  pages 31-32- 

320. Welfare Extension Projects being joint ventures of the Board, 
the State Governments and the public, voluntary contributions to the 
extent of 25% of the expenditure were to be raised by the Project Im- 
plementation Committees, in cash or kind, from the people of the area. 
According to Audit, during the year 1956-57 as against an expendi- 
ture of Rs. 41,83,980 on 263 projects, the voluntary contribution, in 
cash or kind, was Rs. 4,81,991, i.e. 11.5'z of the total expendlture. As 
regxds  voluntary contributions raised during the year 1957-58, the 
figures were not available from almost all the States (August, 1959). 

321. In evidence, the Committee were informed by the Chairman 
of the Board that according to the accounts of the Projects for the 
year 1956-57 received from the States, voluntary public contributions 
in cash constituted over 15% of tb.e total expenditure. Contributions 
had also been made by the people in the form of manual labour, land, 
etc. Such contributions had not been taken into account while asses- 
sing the value of voluntary public contributions. 

322. The cbmmittee desired to be furnished with a statement indi- 
cating the latest position in this regard. I 
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Grants to Voluntary  elfo ore Institutions-para 31 (d), pages 32-34- 

323. Referring to part (i) of the Audit subparagraph, the Chair- 
man of the Board stated that only two per cent of the aided institu- 
tions had failed to maintain the average expenditure on normal acti- 
vities out of their own resources or by raising the needed contribu- 
tions. As regards the suggestion made by Audit re. the introduction 
of the system of annual review of the working of such institutions by 
the Board, the witness stated that the suggestion had been accepted 
by the Board and that a master register indicating, inter a h ,  the 
performance of the aided institutions was being regularly maintained 
in the Board. Further, the Board had its inspectors and welfare offi- 
cers who visited the institutions as a team, examined their accounts 
and advised them on matters relating to their activities. 

324. In reply to a question, the witness admitted that the strength 
of the Inspectorate of the Board was not adequate for a proper assess- 
ment of the working of the aided institutions. 

325. As regards part (ii) of the Audit sub-para, the witness stated 
that such of the institutions as did not submit even unaudited ac- 
counts of the grants given during previous years were disqualified 
for further grants. The number of cases in which further grants to 
the institutions had been withheld on this count had, however, not 
been large and might roughly approximate to five per cent in the 
aggregate. 

326. Referring to part (iii) of the Audit sub-para, the witness stat- 
ed that ordinarily the Board insisted on registration before giving 
any grant. There were, however, practical difficulties in some cases, 
as for instance, in the case of a particular State, there was no Societies 
Registration Act in force. 

327. Regarding the case referred to in part ( iv),  the witness stat- 
ed that the Institution concerned had originally requested for a 
grant of Rs. 50,000 for various items, including the publication of a 
'Child Welfare' Directory. The Board agreed to give a grant of Rs. 
15,000 for the publication of the Directory as per the estimates of the 
Institution. The actual expenditure on this item was, however, much 
less. On a request from the Institution, the Board permitted the 
saving thus effected to be utilised for other purposes included in the. 
original request of the Institution. Asked whether these facts were 
brought to the notice of Audit, the witness replied in the afRrmative. 
The Committee desired that Audit should be informed of the dates 
when this was done. 



328. Referring to the case mentioned in part (v) of the Audit sub- 
para, the witness stated that according to the statement of accounts' 
received from the institution, the grant of Rs. 2,000 had been spent 
only for the purposes for which it was sanctioned. Although the ins- 
titution had originally asked for a grant to purchase music and dance 
equipment, the Board had not agreed. It was admitted, however, that 
Audit was not informed of the position as now stated. 

329. In regard to part (vi) ,  the Committee enquired why in ac- 
cordance with the Rules of the Board, the accounts of most of the 
aided institutions were not inspected. The Chairman of the Board 
stated that in 1956-57, the State Boards did not have Inspectors or 
Welfare Oficers of their own. There were only four Inspectors of 
the Central Board to do the whole work. 

330. To a question why even in cases where the inst~tulions had 
been inspected, the recommendations of the Inspecting officers were 
not taken into account while sanctioning fresh grants, the witness 
stated that after inspection reports had been received in these cases, 
the institutions represented that the reports did not give correct 
picture of their working. The Board then deputed its Chairman or 
other officers to examine the accounts of these institutions again. 
The final decisions taken by the Board were on the basis of reports 
received after such re-examinations. 

331. In reply to a question, the witness mentioned that the 
Board's Inspectors had been hurriedly recruited and a few of them 
were not upto the mark. 

Building Grants sanctioned jar Welfare Extension Project Centres- 
para 31 ( e ) ,  pages 34-35- 

332. During the years 1955-56 to 1958-59, grants aggregating 
Rs. 26,64,400 were paid by the Board for construction of buildings for 
accommodating 741 Welfare Extension Project Centres. * 

333. The Board had laid down that construction of buildings for 
the centres should be compieted within a year of the date of sanc- 
tion and the Prbject Implementation Committees were required to 
send the statements of audited accounts to the Board. Such accounts 
or completion certificates were, howkver, not received by the Board 
from a single centre till May, 1958. Even by July, 1959, the com- 
pletion of buildings except in 5 cases had not been reported. 

334. Explaining the reasons for the delay in the  receipt of com- 
pletion certificates from the Projects, the  Chairman of the Board 
stated that these certificates were required to  be obtained from 



qualified Engineers. The buildings to be constructed being mostly 
'm remote villages, the Projects found it difficult to fulfil this require- 
ment. The matter was then taken up with Finance, who, after 
examining the case, agreed that a certificate from a person of 
Gazetted status would be sufficient for the purpose. This had re- 
sulted in considerably improving the position. 

335. As to the number of buildings so far constructed, the witness 
stated that out of about 1,000 buildings grants in respect of which 
had been given by the Board, about 700 had already come up though 
some of them had not been completed. The reason for this was that 
with a view to getting further assistance the institutions had planned 
for larger buildings than those approved by the Board. 

Training Scheme in 'After-care' and 'Social and Moral' Hygiem 
Courses-pnrn 31 ( f )  , page 3 L  

336. In February, 1956 the Board evolved a scheme to train about 
140 persons at an estimated cost of Rs. 2,13,000 in 'After-care' and 
"Social and Moral Hygiene' courses, for employment in the 'Homes 
and Shelters' set up in the various States. The training course was 
started in July, 1956, and two batches of trainees numbering 67 in 
all were trained by July. 1957 and 1958 respectively. The expendi- 
ture on this training was Rs. 2,45,511. Of the 67 trainees, only 32 
were employed by April, 1959. 

337. Giving the background of the case, the Chairman of the Board 
stated that under the scheme for the establishment of 'Shelters and 
Homes', sponsored by the Ministry of Home Affairs in consultation 
with State Governments, 331 District Shelter Homes and 80 State 
Level Homes were to be established during the Second Plan period. 
The demand for trained personnel to man these Homes was estimated 
at 500. To start with, the Board, which was responsible for financ- 
ing and executing the training part of the scheme, made arrange- 
ments for the training of two batches of 50 trainees each. After 
these persons had been trained, State Governments, in consultation 
with whom the whole scheme had been drawn up and who were also 
represented on the cnrnrnittees'to~select candidates for training, did 
not honour the commitments already made and appointed, in some 
cases, untrained persons in preference to trained ones. Indicating the' 
latest position, the witness stated that 57 of the 100 persons trained 
under the scheme had been appointed to the posts intended for 
them. Some others had been employed in other posts. Having been 
discouraged by the results, the Board discontinued the training 



scheme after imparting training to 100 persons. In reply to a ques- 
tion it was stated that the posts in question carried somewhat higher 
scales of pay than those given to certain trained probation officers in 
the States working in their jails, factories, etc. In order to give 
promotion to these officers, the persons trained by the Board were not 
considered for appointment to the posts. This, in the opinion of the 
Chairman of the Board, lacked justification as the States had original- 
ly concurred in the scheme under which certain persons had been 
trained by the Board. 

338. As to the steps taken or proposed to be taken to improve the 
position in this regard, the witness stated that the Ministry of Home 
Affairs had taken up the matter with State Governments. 

Training of Auxiliary Nurse Midwives for Welfn~e Extension Pro- 
jects-para 31 (g) ,  page 35- 

339. The Audit sub-para disclosed that a scheme for training of 
Auxiliary Nurse Midwives for the Welfare Extension Projects was 
instituted in August, 1955, the Board meeting the entire expendi- 
ture on the training scheme. Grants amounting to Rs. 8,38,947 were 
paid by the Board during the years 1955-56 to 1958-59. 

340. The following irregularties were, inter alia, noticed: 
( i )  The procedure adopted by the Board for release of grants 

was sorn&vhat defective inasmuch as it resulted in over- 
payments of grants as also of utilisation of amounts for 
purposes other than those for which these were originally 
sanctioned by the Board. Three institutions which were 
in receipt of grants aggregating Rs. 40,000, utilised the 
amounts for construction of residential quarters for 
nursing staff while in another case, an Institution in 
receipt of a non-recurring grant of R s  30,000, purchased 
a motor van for Rs. 18,402 out of the above grant. 

(ii) In September, 1957, the Board decided to termin'ate the 
scheme. As a result. the buildings and the equipment 
acquired by the Institutions from the grants sanctioned 
by the Board became the property of those Institutions. 

(iii) The Institutions in receipt of grants from the Board were 
required to send statements of accounts audited by 
Chartered Accountanks k~ support of utilisation of the 
grants. Such accounts were, however, not received from 
most of the Institutions (April, 1959). The Board had 
not maintained any records to watch whether the 
trainees who had successfully completed training had 
been employed in the various Welfare Extension Pro- 
jects. , 



341. I n  evidence, the Chairman of the Board stated that t h e  
training scheme was drawn up by the Ministry of Health who were 
also in charge of its implementation. The responsibility of the Boars  
was limited to the financing of the scheme. From the very start, t h e  
scheme did not work as desired. In the case of some institutions, 
there was an initial shortfall of recruits, and in the case of some 
others where this difficulty was not experienced, some trainees left 
a few days after they were recruited. I n  the circumstances, t h e  
scheme which was scheduled to remain in force for five years, was 
terminated by the Ministry of Health within a period of just over 
two years when not even five per cent of the persons required by 
the Board for its Welfare Projects had been trained. 

342. As regards overpayments already made to the institutions, 
the witness stated that in the case of recurring grants, steps had 
already been taken to get the overpayments refunded. Recovery of 
overpayments of the non-recurring (building) grants, however, would 
not be possible where the buildings had already come up. 

343. Referring to part (i) of the Audit sub-para, the Committee 
enquired why grants aggregating Rs. 40,000 given by the Board under 
this scheme were allowed to be utilised by three institutions for the  
construction of residential quarters and a sumof  Rs. 18,402 out of a 
grant of Rs. 30,000, for the purchase of a motor van by another ins- 
titution. The witness denied that any emounts out of the grants 
given under this scheme were applied for the construction of residen- 
tial quarters. As regards the motor van, she stated that it had been 
purchased by the institution to be used for carrying nurses for 
domiciliary training and that before making the purchase, the ins- 
titution had obtained the approval of the Ministry of Health. 

344. In regard to part ( i l ) ,  it was stated that at the time grants 
were given to the institutions it was the understanding that the build- 
ings and equipment acquired by the Institutions ou: of the grants 
given by the Board, would become the property of the Institutions o n  
the completion of the scheme. 

345. The Committee drew the attention of the Chairman of the  
Board to the fact that the scheme taken up in August, 1955, was given 
up after two years in September, 1957 and enquired whether it 
showed a satisfactory positioh in so far as schemes generally took 
some time to get established. It was stated in reply that in the  
midst of the Second Five Year Plan in 1957, the Board was told that  
this scheme could be terminated as the requirements of person- 
nel would be met under the integrated Community Development 
Scheme. The Board, however, did not get persons to  the extent of 
95 per cent of its requirements. 



346. As regards part (iii), the witness regretted that there had 
(been some delay in the submission of statements of aud i t~d  accounts 
by the Institutions. But, she added, the matter was now being 
pursued by the Board. 

347. Regarding trained candidates who had not yet been employ- 
ed, the witness stated that the matter had been taken up by txe 
Board with the Ministry of Health. 

Loss in publications-para 31 (h) ,  pages 36-37- 
348. An examination of the expenditure and sale accounts of the 

two journals issued by the Board (viz .  'Social Welfare' and 'Samaj 
Kalyan') revealed that net losses of Rs. 1,49,358, Rs. 1,16,006 and 
Rs. 84,531 were incurred by the Board during the years 1956-57, 1957- 
58 and 1958-59 respectively. I 

349. Some of the factors leading to the loss were as follows: 

(i) Of the total number of copies published, not more than 
589 were issued for sale in any month. Nearly 37% 
of the remaining were distributed free of charge to 
important officials and non-officials and institutions' and 
the balance remained unutilised. 

(ii) In February, 1958, the price of both the journals was fixed 
at 35 nP. per copy. As against this, the production cost 
as calculated in 1956-57 was Rs. 0-12-9 per copy. 

(iii) An establishment of 12 persons was maintained at the 
Publications Division of the Ministry of Information and 
Broadcasting (July, 1959) for the distribution and sale of 
the above journals in addition to the payment of 15'2 De- 
partmental charges on the published price of the jour- 
nals to that Department. The total avoidable 
expenditure incurred by the Board on pay and 
allowances, etc. of the staff during the 3 years 1956-57 to 
1958-59 amounted to Rs. 60,616 (approximately). 

350. RePerring to para 46 of the 18th Report of P.A.C. (2nd Lok 
Sabha), the Committee inquired what steps had been taken by the 
Board to reduce the number of copies for free distribution to the 
minimum and to raise more funds from advertisements. The Chair- 
man of the Board stated that the number of copies freely distributed 
had been considerably brought down and that only those ,persons 
who expressed a desire to read and contribute were being supplied 
with copies of the journals. Free distribution of copies could not, 
however, be completely stopped for, among others; copies had to 
be supplied to the various institutions getting grants-in-aid from the 
Board, as reports of their working featured from time to  time in 



these journals. As regards advertisements, the witness stated that 
the total number of advertisements for the various journals was fixed 
by the Directorate of Advertising and Publicity attached to the 
Ministry of Information & Broadcasting who distributed advertise- 
ments according to the circulation of the journals. The Board was 
not authorised to get advertisements from commercial sources. 

351. Recounting other measures taken by the Board to effect 
economy in the publication of these journals, the witness stated that 
a committee had also been appointed which would, inter alia, examine 
the possibility of reducing the cost of production of the journals. 
Efforts were also being made to push up the sales of the journals. 
In spite of all these efforts, however, she added, some loss was in- 
evitable in the publication of these journals, for by their very nature, 
the journals could not be expected to be run on commercial lines. 

352. In reply to a question, the witness stated that generally not 
more than 5% of the printed copies of the journals remained unuti- 
lised. I 

353. The Committee then referred to part (iii) of the Audit sub- 
para and enquired about the justification for maintaining an establish- 
ment of 12 persons in the Publications Division for the distribution 
and sale of the two journals. The Chairman of the Board stated 
that besides distribution and sale, this staff maintained accounts and 
attended to other matters connected with the publication of the 
journals. In fact, the witness added, the Ministry of Informtaion & 
Broadcasting had requested the Board to increase the strength of this 
establishment. 

Irregular payments of Grants-in-aid-para 32, pages 38-40- 

354. Amounts exceeding Rs. 1 crore had been paid to a Voluntary 
Organisation (viz.,  Bharat Sewak Samaj) by different Ministries of 
the Government of India since 1953-54 (upto 1957-58) to carry out 
its day to day social activities mainly in the field of public co-opera- 
tion. It was observed that grants had been sanctioned greatly in 
excess of actual requirements and that large unspent balances were 
retained by the Organisation over periods ranging from six months to 
two years. The conditions attaceed to various grants were also not 
complied with by the Organisation resulting in a number of irregu- 
larities. 

355. The Committee desired to know what arrangements existed 
to ensure that the purpose of the grants given to the Samaj by the 
various Ministries in the field of public co-operation did not overlap. 
1981 (c) LS-7. 



The representative of the Planning Commission stated that a Co- 
ordination Committee for Public Co-operation consisting of represen- 
tatives of the Planning Commission and the Ministries concerned 
had been set up. All applications for grants were placed before this 
Committee. 

356. Commenting on a suggestion to channelise all the grants given 
to this Organisation through a single Ministry, the witness stated 
that the Commission had itself been anxious that the responsibility 
for giving grants to this Organisation should be entrusted to a single 
Ministry, but it had not been possible so far to arrive at any effective 
arrangements in this regard. The matter was still under considera- 
tion by Government. 

357. The Committee then enquired how Government ensured that 
the grants to the Sainaj were utilised for the purposes for which 
they were intended. The representative of the Ministry of Education 
stated that this was partly done through utilisation certificates iur- 
nished by the Samaj. He, however, admitted that there was always 
considerable delay in the receipt of such certificates, as the Samaj 
had to obtain them mostly from remote villages. The representa- 
tive of the Planning Commission added that in all cases of grants, 
a specific provision was made that the Government of India reserved 
to themselves the right to  have the accounts of the Samaj relating 
to the grants received by it audited by the C. & A.G. Pursuant to 
this provision, the accounts of the Samaj for the years 1954-55, 1955- 
56 and 1956-57 had been audited by the Audit Department. 

358. To a question whether Government made an assessment of the 
value of work done by the Samaj, the representative of the Minis- 
try of Education stated that with this end in view, teams of pro- 
fessors and others were sent to visit the camps organised by the 
Organisation. As, however, the number of camps organised by the 
Organisation was very large, this method of evaluation could 'not be 
expected to be thorough. I 

359. The Committee then desired to be furnished with a note 
regarding the working of the Samaj indicating, inter alia, its achieve- 
ments in the field of public co-operation. 

(a) Grants given by the  Ministry of Education-pages 38-39. 
360. According to Audit, the Ministry had been paying grants-m- 

aid to the Samaj since 1954 for organising Youth Camps, Labour and 
Social Service Camps, etc. in various parts of the country. It was 
noticed in audit that the proportion of non-student youths admitted 
to the camps and the ratio of supervisors and organisers in the camps 
were not in accordance with the terms and conditions attached to the 



:grants, thus resulting in an unauthorised expenditure to the extent 
.of Rs. 48,639 out of grants relating to 1955-56, the accounts of which 
had, however, been accepted by the Ministry. The terms and con- 
,ditions attached to the grants were stated to have been relaxed with 
restrospective effect in 1958. 

361. The Samaj had been allowed to retain and credit to a Fund 
two annas per day per camper for meetipg its "camp office expenses" 
,out of the grant of annas eight per head allowed for incidental 
expenses on the Camps. According to Audit, against a receipt of 
Rs. 1,1$,239 during December, 1954 to October, 1955 under the "Two 
Annu Fund" the actual camp office expenses amounted to Rs. 66,295. 
Although the "Two Anna Fund" was discontinued in October, 1955, 
the  unspent balance was partly refunded in April, 1956 (Rs. 10,000) 
and in March, 1957 (Rs. 13,337). 

362. In March, 1957, a sum of Rs. 90,000 was paid for camp office 
.-expenses on an ad hoc basis without finalisation of the accounts for 
the previous yews, but the utilisation certificate for Rs. 86,976 only 
was furnished upto February, 1960. The basis on which utilisation 
certificate had been issued had, however, been questioned in audit. 

363. The representative of the Ministry of Education stated in 
evidence that the grants given to the Samaj were for orgnnising youth 
.camps and labour and social service camps on an experimental basis 
as  a preliminary step to the possible introduction of national service 
for students. The Organisation did not have any experience in the 
line, and so the percentage of non-student youths admitted in camps 
(viz., 20) and the ratio of supervisors and organisers (viz. 1 : 20) 
was fixed on an arbitrary basis. Later on, however, it was found 
that the ratios as originally fixed were unworkable. These were, 
therefore, revised in 1958 with retrospective effect, with the prior 
approval of the Ministry of Education. No extra expenditure was 
incurred consequent upon the revision. 

364. As regards the receipts under the 'Two Anna Fund', the repre- 
sentative of the Ministry stated that the figure of Rs. 1,15,239 shown 
by the Organisation in the proforma accounts e s  estimated receipts 
,on account of Central Organisational expenses had been arrived at  on 
the  presumption that all the carrips-would be held as planned and 
would have full uttmdance. Owing to epidemics and certain other 
unforeseen reasons, some of the camps could not be held and attend- ' 

ance at some others was not full. As a result, as against the csti- 
mated receipts of Rs. 1,15,239, the actual receipts of the Organisation 
on this account amounted to only Rs. 66,295. The expenditure of the 

*Or@nisation on this account, however, amounted to Rs. 94,556, result- 
ing in a loss to the Organisation. The Organisation had, accordingly, 



represented that the loss incurred by it on this account should b e  
made good, and the case was under consideration As such, the  
question of any refund being made by the Samaj did not arise. The 
refunds of Rs. 10,000 and Rs. 13,000 mentioned in the Audit para did 
not pertain to Central Organisational expenses. 

3F5. The Committee then desired to know why the basis of the 
utilisation certificate of Rs. 86,976 was not accepted by Audit. The 
Deputy C. & A.G. stated that the utilisation certificate had been pre- 
pared on the presumption that the total number of campers approved 
for the camps actually attended the camps. Before accepting the 
certificate, Audit wanted to know the number of campers who actually 
attended. The Secretary, Ministry of Education, informed the Com- 
mittee that the dekiled information in this connection was bcing col- 
lected and would be shortly furnished to the Accountant General. 

(b) Grants given by the Ministry of Information & Broadcasting,. 
page 39- 

366. A sum of Rs. 1,06,800 was sanctioned to the Samaj as grants- 
in-aid during the years 1953-54 to 1956-57 for the publication of a 
monthly journd. During 1956-57 alone, out of 47,000 copies printed 
at a total cost of Rs. 49,231, only 12,988 copies were sold for Rs. 6,494 
resulting in a net deficit of Rs. 40,641 after taking into account a sum 
of Rs. 2,096 realised from advertisement charges. 

367. A sum of Rs. 7,000 was utilised during 1956-57 on the purchase 
of equipment, e.g., cycles, durries, etc. out of the grants sanctioned for. 
the dissemination of information about the Five Year Pkan. 

368. In evidence, the representative of the Ministry of Informa- 
tion and Broadcasting stated that the journal in question (viz., the 
'Bharat Sewak') was a Plan publicity journal and was intended for 
the use of workers of the ~ a m a j .  One of the conditions attached to 
the grant for the journal was that its purposes should not overlap 
with those of other journals issued by the Publications Division. 
Although another Phan publicity journal, viz., the 'Yojana' was also 
being brought out by the Ministry of Information and Broadcasting, 
the two journals served different purposes. The Committee desired 
to be furnished with a detailed nete regarding the scope of the journal 
indicating, inter alia, the necessity or desirability of continuing it a s  
a separate journal. 

369. Regerding the steps taken to reduce the loss on the publica- 
tion of the journal, the witness stated that the Ministry had been 
reviewing from time to time the possibility of reducing the number 
of copies freely distributed, and that as a result the number of such 



copies had been considerably brought down. Every endeavour was 
being made to  increase revenue from advertisements, subscriptions, 
&c. 

370. As regards the utilisation of Rs. 7,000 granted for Plan ?ub- 
licity on the purchse of cycles, durries, etc., the witness stated that 
these articles were purchased for the headquarters office of the 
Information Department of the Samaj. 
(c) Grant given by the Planning Commission, page 40- 

371. A sum of Rs. 4,80,000 was sanctioned to the Samaj on 22nd 
-March, 1957, for the purchase of tools and equipment required for 
training centres lend camps run by it. It had been proposed at an 
earlier stage to effect the purchases through the Ministry of Com- 
munity Development but that Ministry had declined to accept the 
proposal as the time available for the purpose was not adequate. 

372. The Committee enquired whether the Samaj's request to the 
Ministry of Community Development to effect purchase of tools and 
equipment w s  also accompanied by a request for a grant for the 
purpose. The representative of thk Planning Commission stated that 
the Samaj had requested the Ministry of Community Development 
only to make purchases on its behalf; the request for the grant had 
been made to the Planning Commission with whom it was being 
pursued separately. No other Ministry had been apprmched for a 
grant for this purpose. 

MINISTRY OF IRRIGATION AND POWER 

Loss of Coal by pilferage, para 85, pages 92-93- 

373. Between 1st April, 1955 and 9th October, 1956, the Delhi State 
Electricity Board lost about 12,894 tons of coal due mainly to persis- 
tent pilferage and partly to handling and transit losses. Assuming 
normal handling and transit losses to be 101, of the actual issues, the 
loss by pilferage between April, 1955 and July, 1957 worked out to 
about 10,315 tons. At the 1956-57 average cost of Rs. 35.12.3 per ton 
the value of the loss was more than Rs. 3 l  lakhs. 

374. This loss was covered ip the trading accounts by making an 
ad hoc addition of 5%, to the quantity of all issues of coal to the 
Power House. There was no resolution of the Board sanctioning this 
practice. 

375. On 1st October, 1956, the management entered into an acre?- 
ment  with the representatives of the Central Power ~ o u s e  Employees 



Union, providing for the fkee issue of two maunds of soft coke per- 
month to each Class I11 and Class IV employee working in the Power 
House on the date of the agreement, in return for an assurance that 
no coal would be removed from the coal-yard by the employees. 
thereafter. This agreement cost the Board Rs. 49,620 in 1957-58. There 
was no resolution of the Board confirming this agreement although 
it was signed by the Chairman on behalf of the Board. 

376. Explaining the background of the case, the representative of 
the Ministry of Irrigation and Power stated that since the establish- 
ment of the Power House in 1925, pilferage of coal by the employees 
had been a regular feature. In 1951, when the control of the Power 
House was taken over by the Delhi State Electricity Board, an at- 
tempt was made to put an end to this practice. Arrangements for put- 
ing up fencing were made. Certain other security measures were also 
taken. The employees who had come to regard coal removed by pil- 
ferage for all practical purposes as a part of their terms of employ- 
ment held out a threat to strike. As a result, further action in the 
matter was dropped and the pilferage continued as before. In  1956, 
the Chairman of the Board again took up the question and held dis- 
cussions with the representatives of the Union. The agreement of 1st 
October, 1956 was a sequel to these discussions. 

377. After this agreement, the loss of coal which previously consti- 
tuted about 5y0 of the total quantity issued to the power house, had' 
come down to 0.8%) which was less than the normal loss of 1% on 
account of handling, transit, etc. In terms of money, the saving 
amounted to about Rs. 2.5 lakhs per annum. 

378. Asked whether the Ministry were satisfied that no pilferage 
at present took place, whether by the old or the new employees, the 
reply of the representative of the DESU was in the affirmative. 

379. Regarding the existing security arrangements to prevent pil- 
ferage, the representative of the DESU stated that all the .workers 
had to enter and leave the coal-yard only through the main gate and 
nobody was allowed to remove any quantity of coal from the yard. Tn 
reply to a question, he agreed that these arrangements should have 
been made even before the agreement was entered into. 

380. In reply to a question, the representative of the Ministry 
stated that though there was no fprmal resolution of the Board con- 
firming the agreement, both the Members of the Board (the Boar6 
then consisted of only two persons) were a party to the settlement 
and had taken part in the negotiations. He, however, agreed with the  
view that a formal resolution should have been recorded by t h e  
Board. 



101 . 
Appropriation Accounts (Civil), 1958-59 

Budgeting and control over expenditure--over-budgeting- 

381. As against the final provision of Rs. 4,22,00,000 under the head 
'Capital Outlay on Multipurpose Schemes', the actual expenditure 
amounted to Rs. 3,14,80,247, resulting in a saving of Rs. 1,07,19,753. 

382. The representative of the Ministry explained to the Committee 
that bulk of the saving (Rs. 95 lakhs) under the Grant was due to 
lesser drawals of funds by the D.V.C. from the Centre as the Cor- 
poration had large unspent balances brought forward from the pre- 
vious year. A part of the saving (Rs. 11.90 lakhs) was due to non- 
execution of certain works under the sub-head 'land and buildings for 
Research Station, Poona' during the financial year because of delay in 
the receipt of expenditure sanction. That delay itself was the result 
of a difference of opinion between the engineers of the C.P.W.D. 
and the officers of the Research Station who wanted the specifications 
to be changed. 

MINISTRY OF LABOUR AND EMPLOYMENT 

Infructuous expenditure ox a construction work without proper plan- 
ning-para 43, pages 53-54-- 

383. The construction of a building near a large International Air- 
port was approved in May, 1954, at an estimated cost of Rs. 10,03,000. 
The detailed estimates were sanctioned in February, 1955, for 
Rs. 6,78,000. Tenders were invited on 15th April, 1955 and the work 
was entrusted on 13th August, 1955 lo a firm of contractors which had 
quoted Rs. 6,25,626. Supplementary works costing Rs. 96,700 and 
Rs. 34,260 were sanctioned in June, 1955 and April, 1956 respectively. 

384. Following a decision in August, 1956 to purchase Jet-planes 
in ~ a n u ' a r ~ ,  1957 it was found necessary to improve and extend the 
runways of the airport and lower the surrounding hills. Accordingly, 
the Superintending Engineer was asked on 25th January, 1957 to stop 
further work on the construction of the building. The final orders to 
this effect were, however, issued in October, 1957. Meanwhile, an 
expenditure of Rs. 3,49,248 had been incurred up to January, 1957 and 
further expenditure of Rs. 2,06,298 was also incurred between Jan- 
uary, 1957 and January, 1960. The building is now proposed to be de- . 
molished, thus rendering the whole expenditure infructuous. 

385. In extenuation, the representative of the Departfnent of Com- 
munications and Civil Aviation stated that in February, 1955 when the 
Department issued a 'No-objection' certificate to the C.P.W.C f~ r the 



construction of said building, there was no proposal before the Depart- 
ment to purchase Boeing aircraft. The decision t o  purchase Boeing 
aircraft was taken only in August, 1956. Even then the intention was 
to operate the service from Palam. I n  March, 1957, as a result of 
discussions between Chairman, A.I.I. and the Government, a decision 
was taken to operate the Boeing service fram Bombay (Santa Cruz) 
as well. 

386. The Committee then enquired why an  expenditure of over 
Rs. 2 lakhs was incurred after January 1957, when the Superintending 
Engineer was asked to stop further work on the building. The re- 
presentative of Audit informed the Committee that the expenditure 
shown in the Audit Report as having been incurred after January, 
1957, was in fact incurred earlier but was adjusted later in the ac- 
counts. The Additional Chief Engineer, C.P.W.D. also stated that the 
figure of Rs. 2,00,290 was brought down by Audit to Rs. 19,719 in 
November, 1959. In August, 1960, a special audit party was deputed 
which further reduced the figure to Rs. 6,757-11-0. According to 
the witness, even this figure was not correct, his contention being that 
expenditure had been incurred only on works executed before the 1st 
February, 1957, but measured and paid for subsequently. 

Outstanding Recommendations 

Recovery of traffzc debits outatanding against the station stajJ-para 
16, 5th Report of P.A.C. (1st Lok Subha)- 

387. Traffic debits amounting to over Rs. 18 lakhs were outstand- 
ing against the station staff as on the 31st March, 1950. The P.A.C. 
(1952-53) were informed that in view of the limitations imposed under 
the Payment of Wages Act, some delay was bound to occur in recovery 
of the full amount. The Committee, accordingly, suggested in para 
16 of their 5th Report (1st Lok Sabha) that the Payment of Wages 
Act might be amended, if necessary. On the 23rd July, 1958, the re- 
presentative of the Ministry of Labour and Employment had stated 
before the Committee of 1958-59, that it had been decided to amend 
the Act and that a Bill would be brought before Parliament in the near 
future. In view of the urgency of the matter, the representative of 
the Ministry had also agreed then to bring forward a separate Bill, if 
necessary, to amend the particular section. 

388. The Committee desired to know the reasons for the delay 
in bringing forward the proposed legislation. The representative 
of the Ministry of Labour & Employment stated that in July 1958 
when an assurance to bring forward a Bill to amend the particular 
section of the Act was made, the Labour Ministry contemplated 
that the proposed Bill would cover only recoveries resulting from 



the  acceptance of debased coins and counterfeit notes. This, how- 
ever, did not meet the  requirements of the Railway Ministry. The 
matter was further discussed with the Ministay of Railways, and 
a formula had finally been evolved which was acceptable to both 
the  Ministries. The matter had naw been taken up with the  
Ministry of Law and a draft amending Bill incorporating 50-60  
other amendments was being finalis+. 

Appropriation Accounts (Civil), 1958-59 

Budgeting and Control over Expenditure--over-budgeting- 
389. The Committee, inter alia, noticed the following instances 

of over-budgeting in the Grants of the Ministry of Labour & 
Employment. 

- - -- 
Grant N ). Fmal Gralt  Actual Expen- Savmg Percentage 

diture of saving 
- -  ppp----pp- - -- 

7 3  C uLf Insp-ct r of 
Mine, 2 ~,oL+,o,)J 11,70)535 -8,33)465 36.2 

74 M cc. D;prl\ & 
ot i:i expenditure. 8,8 >,17,ouo 6,01,541223 -2,78,62,777 31.7  

-- - - 

390. The saving of Rs. 8,33,465 under the head 'Chief Inspectcr 
of Mines' was attributed to the inability of U.P.S.C. to recruit 
suitable candidates for the posts of mining engineers. Even after 
a substantial enhmcement of the grade, only 12 out of 28 vacant posts 
could be filled. 

391. Regarding the saving under the head 'Misc. Departments 
and other Expenditure', it was admitted that the criticism that 
funds had been provided for immature schemes was valid. Certain 
schemes provided for in the budget, on the recommendation of 
the Tripartite Labour Welfare Advisory Committees, were not in 
a final form. It was, however, added that the procedure had since 
been tightened and the position was expected to show an improve- 
ment in subsequent years. 

Surrender in Excess of Saving 

Grant No. 126-Capital Outlay of the Ministry of Labour & Employ- 
ment- 

392. The Committee enquired' why as against a saving of 
Rs. 4,50,992, an amount of Rs. 5,48,000. was surrendered. The represen: 
tative of the Ministry promised to furnish a note* explaining the 
reasons. 

393. The Committee then adjourned till 10:OO hokrs on Monday, 
the 31st October, 1960. 

----.- 
*Since received. Not printed. 



Proceedings of the 20th Sitting of the P.A.C. held on the 31st 
October, 1960 

394. The Committee sat from 10.00 to 13.00 hours. 

PRESENT 

Shri Upendranath Barman-Chairman. 
MEMBERS 

2. Shri Maneklal Maganlal Gandhi. 
3. Shri Vinayak Rao K. Koratkar. 
4. S k i  G. K. Manay. 
5. Shri S. A. Matin. 
6. Shri Baishnab Charan Mullick. 
7. Shri Shamrao Vishnu Parulekar. 
8. Shri Purushottamdas R. Patel. 
9. Shri Radha Raman. 

10. Dr. N. C. Samantsinhar. 
11. Pandit Dwarka Nath Tiwary. 
12. Shri Surendra Mohan Ghose. 
13. Dr. Shrimati Seeta Parmanand. 
14. Shri V. C. Kesava Rao. 
15. Shri Jaswant Singh. 

Shri G. S. Rau, Addl. Dy. Comptroller & Auditor General. 

Shri P. V. R. Rao, Accountant General, Central Revenues. 

SECRETARIAT 
Shri V. Subramanian-Deputy Secretary. 
Shri Y. P. Passi-Under Secretary. 

WITNESSES 

Ministry of Works, Housing & Supply 
Shri T. Sivasankar, ~ e & t a r ~ .  
Shri A. S. Naik, Joint Secretary. 
Shri N. G. Diwan, Chief Engineer, C.P.W.D. 



Shri L. G. Selvam, Chief Technical Examiner. 
Shri C. Balasubramaniam, Director of Estates. 

Ministry of Defence 

Shri M. G. Kaul, Joint Secretary. 
Ministry of Finance (Works Division) 

Shri P. C. Bhattacharya, Financial Adviser. 

Ministry of Finance (Budget Division) 
S k i  A. G. Krishnan, Under Secreta~y. 

395. The Committee took up consideration of the Audit Report 
(Civil), 1960, with the Ministry of Works, Housing & Supply. 

MINISTRY OF WORKS, HOUSING & SUPPLY 

Avoidable eqendi ture  due to non-acquisition of land before invita- 
tion of tenders-para 64, page 71- 

396. In  a C.P.W. Division tenders for two works of raising and 
strengthening bunds estimated to cost Rs. 3,19,040 and Rs. 2,93,474 
were invited on the 5th January, 1959 without acquiring land for 
excavating earth. Single tenders for Rs. 3,08,134 and Rs. 2,74,513 
respectively (3.4 per cent and 6:4 per cent below the estimated 
rates) were received from a contractor who sipulated that in case 
the acceptance of the tender was not communicated to him within 
a week's time, his offer should be treated as withdrawn. The con- 
tractor was informed on 21st January, 1959 that as land acquisition 
proceedings might take two months he should keep his offer open 
until then, but he did not agree. It was decided in February, 1959 
to invite fresh tenders. Since there was no response, negotiations 
were started and ultimately it was decided in April, 1959 to award 
different parts of the work to petty contractors within a ceiling of 
15% a ~ d  127, respectively above the schedule of rates. The land was 
acquired in March, 1959, and possession was handed over to the 
C.P.W.D. on 12th May, 1959. 

397. The Committee wanted to know the reasons for inviting 
tenders for the two works before the acquisition cf land for 
excavating earth. The representative of the Ministry of Works 
Housing and Supply stated that.the works were of an urgent 
nature and were recommended for completion before the on set of 
the monsoon of 1959 by the Flood Relief Committee appointed. 
under the chairmanship of the Minister of Works, Housing and 
Supply consequent upon the floods in Delhi in 1958. The C.P.W.D. 
departed from the  usual procedure and moved the ~ h l e c t o r ,  Delhi. 



.an the 25th November, 1958 for acquisition of land. Thereafter, 
the tender notice for the works was issued. The witness added 
that action was initiated at the instance of the Chief Engineer, 
who, being he Secretary of the Flood Relief Committee was aware, 
even before the finalisation of its report that the Committee 
desired completion of these works urgently. The Committee 
desired to know the date when the C.P.W.D. were seized of the 
interim recommendation of the Flood Relief Committee and 
whether immediate action was taken to initiate the land acquisi- 
tion proceedings. The witness promised to furnish this information. 

398. The Committee enquired why in view of the .anticipated 
delay of two months in the land acquisition proceedings, the 
tenderers were not asked in the tender notice to keep their offers 
open for a certain period, on the lines of the procedure followed 
by the Director General, Supplies and Disposals. The representa- 
tive of the Ministry of WHS stated that in the case of the C.P.W.D. 
it had been decided in consultation with the Law Ministry not to 
adopt that procedure. The contractors usually kept their offers 
open for a considerable time but, in case a time-limit were fixed 
it would be difficult to ask them to do the work after the lapse of 
the time-limit, if there was delay in taking a decision to execute 
the work. In the present case, after the submission of the tender, 
the contractor realised that his quotations were unrealisic and he 
was anxious to withdraw it. The Chief Engineer stated that the 
tenders received for the various other works of similar type at 
about the same time were 10 to 12 per cent above the schedule 
of rates. The contract was subsequently awarded to the Bharot 
Sewak Samaj who reluctantly agreed to do the work at 12% above 
the schedule of mtes. In reply to a question the witness stated 
that the schedule of rates was revised by the C.P.W.D. after a 
period of 4-5 years and correction slips thereto were issued during 
the intervening p ~ r i o d  in respect of individual items of work where 
the market rates fluctuated more than log. The Cnmmitt~e d,esired 
that the C.P.W.D. should again examine t h e  quesfion of adopting 
t h ~  procedure obtaining in the DGS&D requiring the contractors 
to keep their offers open for a certain period. 

399. Explaining the position regarding the execution of the works, 
the  Chief Engineer stated that it was not possible to complete the 
whole work before the monsoon of 1959. Before the onset of the 

.monsoon, the bunds were raised above the flood level but the work 
of widening them remained to be done. The bund from Shah Alam 
Bridge to Coronation Pillar had since been completed while work 
on the other from Coronation Pillar to GT Road was still in progress 
and was expected to be completed during the current working 



season. The Committee desired to be furnished with the dates of. 
completion of the two bunds and the actual costs of their execution. 

Defective planning of works and consequential avoidable extra. 
expenditure-para 65, pages 71-73- 

Loss of revenue and avoidable expenditure due to lack of proper 
planning-para 66, pages 73-74-- 

400. Both the above cases involved delays in the provision of the 
ancilliary services in the buildings, which resulted in avoidable 
extqa expenditure and loss of revenue to Government. 

401. In the first case (para 65) the contract for masonry work on 
624 'H' type and 564 'G' type quarters at a certain station was 
awarded to contractors on the 4th April, 1957, the stipulated dates 
of completion being 3rd March, 1958 and 3rd December, 1957 respec- 
tively. The buildings were actually completed in May, 1958 and 
December, 1958 respectively. Ancillary services were not provided 
promptly. The wood work relating to 624 'H' type quarters (award- 
ed on 26th March, 1957 to a Government Housing Factory) and the  
work of internal sanitation and water supply (awarded on 23rd 
December, 1957), which were due for completion on the 25th March, 
1958 and 22nd May, 1958 respectively were actually completed on the 
8th November, 1959 and 31st July, 1959. The estimate for filtered 
water supply which was technically sanctioned in August, 1957 had 
to be revised in July, 1958, as the original source of water supply was 
contaminated, and the work was completed on 22nd Decembe~, 1950. 
8,000 cft. of cast iron pipe required for laying the water mains were 
purchased, on the plea of urgency, from a local body in December, 
1958, instead of through the Director General of Supplies and Dispo- 
sals, at  a cost of Rs. 4,82,372 involving an extra expenditure of 
Rs. 47,449 over the rate contract prices. Some quarters were handed 
over without provision of electricity to the Director of Estates for 
their allotment to Government servants during the period November, 
1059 to January, 1960. 

402. In the other case (para 66) the construction in a city of 
616 'H' type and 220 'F' type quahers estimated to cost Rs. 33,75,761 
was divided into sections and awarded during February and March, 
1957 for building portion alone to contracturs. The construction of 
the 'H' type quarters was authorised to be commenced in February, 
1957, and that of the 'F' type quarters in March,'1957, the time 
allowed for completion being eleven months, in each case from the 
date of commencement. The construction of the 'H' type quarters. 
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was, however, completed only in April, 1958, and the 'F' type 
quarters in November, 1958. The provision of doors and windows 
and ancillary services, i.e., water, sanitary and electric installaticns 
was not taken up immediately after the masonry works were finish- 
ed. Sanitation and wood works were completed between October, 
1959 and January, 1960. The work on 'Outfall sewers' was held up 
due to the existence of certain unauthorised hutments across the 
alignment of the sewers. A proposal for the diversion of the sewer 
line away from the hutments involving an extra expenditure of 
Rs. 2,500 made in June, 1959 was not implemented. The huts were 
cleared only on the 15th September, 1959. 

403. The Committee enquired why the masonry work on 564 'G' 
type quarters which was to be completed by the 3rd December, 1957, 
w ~ s  actually completed in December, 1958 and whether any action 
had been taken against the contractor for the delay. The Chief 
Engineer stated that the lay-out which had been approved by the 
Town Planning sub-committee on the 11th March, 1957, was sub- 
sequently revised by the Delhi Development Authority which had 
by then come into existence. This accounted for a delay of lhree 
months in starting the work. Later there was a delay of another 
month due to late supply of wood works by the Hindustan Housing 
Factory. Another four months extension was granted to the con- 
tractor on account of some extra work invoived As the delay was 
not caused by any laxity on the part of the contractor the question 
of taking action against him did not arise. 

404. Explaining the reasons for the purchase of cast iron plpes at 
a higher cost of Rs. 47,449 from a local body the Chief Engineer 
stated that the pipes of the requisite size which were availsble with 
the Delhi Municipal Corporation were purchased from them, as 
procurement through the Director General of Supplies and Disposals 
normally took about 3-4 years. The Secretary, Ministry of W.H.S. 
however, stated that the D.G.S.&D. tcok about a year to procure 
pipes at that time. To a question why no timely action was taken 
to procure the pipes through the D.G.S.&D., the witness replied 
that originally the source of water supply was proposed to be at  
Okhla and no pipe line was required to be laid as there was already 
a pipe line from that source passing near the colony. But subse- 
quently the Health authorities declared the water from the Okhla 
source as unfit for human consumption which necessitated laying 
of a pipe line to the colony from the cantonment reservoir. The 
Committee desircd to be informed of the date when the Okhla 
source was declared unsuitable by the Health authorities. 

405. The Committee then drew attention to the delay in the com- 
pletion of the essential services such as sewage, electricity, d c .  
which in turn delayed the handing over of the quarters to the 



Director of Estates for allotment. The representative of the Minis- 
try of W.H.S. stated that all the quarters had since been handed 
aver  to the Director of Estates. He admitted that the delay in 
completing the ancillary services was due to lack of co-ordimtion 
-with the local authorities viz., Delhi Municipal Corporation and New 
Delhi Municipal Committee for which there was no defence. In  the 
present case it took some months before it was decided whether 
the N.D.M.C. or Delhi Corporation should supply electricity. I t  had 
now been decided, he added, that as far as possible a 'unified agency 
instead of different agencies should function in a particular area. 
The C.P.W.D. might do the work on behalf of the Delhi Municipal 
Corporation subject to periodical settlement with the latter after the 
work was over. 

406. Referring to the case mentioned in para 66, the Committee 
enquired of the reasons for the delay in removing the unauthorised 
hutments. The representative of the Ministry of W.H.S. stated 
that the matter remained under correspondence with police and 
Delhi Municipal Corporation. 
Delay in preferring of claims-para. 67, page 74- 

407. An estate belonging to a registered Society was requisitioned 
on 3rd May, 1945 by the Defence Department under the &fence of 
India Rules. The property was handed back to the Society on 30th 
November, 1946 in pursuance of an agreement entered into by the 
Government with the owners on 26th November, 1946 which pro- 
vided, that ownership of the entire estate and the Society building 
thereon, together with all assets, movable or immovable, created by 
the Government during thcir occupation for purposes of the war, 
standing or left lying on the estate, would pass to the Society in 
full settlement of all claims between the Society and the Govern- 
ment. The Defence Authorities had advised the C.P.W.D. on the 
27th November, 1946 to clear all the materials, stores, furniture etc. 
from the place, as the buildings were to be handed over on the 30th 
November, 1946. At that time the C.P.W.D. had departmental stocks 
of bricks costing Rs. 1,53,000 lying in the estate. The Society treated 
the bricks as its property under the terms of agreement and removed 
bricks worth Rs. 1,34,754. The Ministry of Law when consulted in 
June, 1949 opined that the bricks.were not assets created for the 
purpose of war and were not covered by the agreement and should 
be paid for by the Society. The question remained unsettled for . 
several years and was again referred to the Ministry of Law in 
September, 1957 who held that the Government had ? strong case 
for recovering the value of the bricks and that a formal notice of 
.demand be sent to the Society. The notice was served in August, 
1959. 



408. The Committee enquired why the bricks were not removed 
by the C.P.W.D. before the estate was handed back to the Society 
on 30th November, 1946. ?The representative of the Ministry of 
W.H.S. stated that the time given by the Defence Ministry (three 
days) for removal of all the materials from the estate was not 
adequate. Earlier on the 2%h July, 1946 the executive engineer 
had been advised by the Defence Ministry (Lands and Hirings 
Dir~ctorate) not to incur any expenditure on works as the estate 
was likely to be restored to the Society. Again on the 9th Septem- 
ber, 1946 that Directorate advised the executive engineer to remove 
all stores, furniture etc. from the estate but no reference was made 
to the bricks. Even after the derequisition of the estate the Lands 
and Hirings Directorate confirmed to the Society on the 23rd 
January, 1947 that the bricks were included in the items which the 
Society could remove. 

409. The Committee wanted to know the reasons for the matter 
remeining unsettled until September, 1957, although the Law Minis- 
try had expressed the opinion in June, 1949 that the bricks were 
not the assets covered by the agreement. The representative of 
the Ministry of W.H.S. stated that the matter remained under con- 
sideration till April, 1950 and thereafter the file was locked by the  
officer concerned in his room from where it was recovered in May, 
1957. He added that the officer concerned was mentally deranged. 
The Committee desired to know in due course the final outcome of 
the case. 

Extra expenditure due to lack of scrutiny of contract documents- 
para 68, pages 7475- 

41 0. In a C.P.W. Division for a work estimated to cost Rs. 4,11,309 
the lowest tender submitted on the 28th April, 1956, for Rs. 3,88,950 
was accepted by the Additional Chief Engineer, and the acceptance 
conveyed by the Executive Engineer, on behalf of the President on 
the 7th July, 1956 to the tenderer who had deposited an earnest 
money of Rs. 10,000. h t e r ,  while completing the agreement, it was 
noticed that one slip pasted on the last page of the tender which 
envisaged also the supply of certain stores from the C.P.W.D. 
godowns and the recovery of stora~ge charges at 5 per cent over and 
above the issue rate, was not sign6d by the contractor. The con- 
tractor, when aslrcd to start the work, wrote back to the C.P.W.D. 
contending that he did not take into account the slip pasted on the 
last page of the tender relating to payment of 5 per cent storage 
charges, places of delivery etc. A notice was served on the contrac- 
tor on the 27th July, 1956 asking him to show cause why his earnest 
money should not be forfeited in terms of the agreement towards 



penalty of 10 per cent of the estimated cost for delay m commePcing 
the work. As the contractor did not give a suitable reply fie& 
tenders were invited for the work on the 20th August, 1956. The 
lowest tender on this occasion (which was for Rs. 4,28,316) was 
accepted by the Additional Chief Engineer on the 3rd December, 
1956 involving an additional expenditure of Rs. 39,366 on the work. 

411. The first contractor served a notice on the executive 
enginer on the 11th December, 1956 asking for refund of the earnest 
money and also claiming payment of Rs. 10,000 on account of 
damages. The case was referred to the Ministry of Law, who opined 
that since the acceptance of the tender had not been communicated 
by the competent authority, viz., the Additional Chief Engineer, in 
the name of the President, no contract was ever concluded, that the 
parties were nwer "ad-idem" and that no question therefore arose 
of the responsibility of the tenderer for breach and remedies of 
Government in respect thereof. The claim of the contractor for 
damzrges was also considered untenable. The refund of earnest 
money to the contractor was m r ? ~  in February, 1958. 

412. The Committee inquired why the tender submitted by the 
first contractor was not carefully scrutinised. The representative 
of the Ministry of Works, Housing & Supply stated that it was not 
the usual practice for contractors to sign every page of the tender 
at the time of its submission. They usually signed only the state- 
ment submitting the tender and the schedule of materials. It was 
only at the time of concluding the contract that each page of the 
accepted tender and any correction slips pasted thereon are to be 
signed by contractors. In the present case, at the time of concluding 
the agreement, the contractor put forth his failure to sign on the 
slip as a plea for withdrawing his offer. The Chief Engineer stated 
that the? was actuallv no contract concluded with this contractor. 
The contractor had quoted so low a rate that he could not take up 
the work when asked to do so. Later he wanted that the materials 
to be supplied by the Department at the site of the work should not 
be charged the usual 5 per cent storage charges which amounted to 
making his offer a conditional one. 

413. The Committee enquired wMg the acceptance of the tender 
was not conveyed to the contractor by the competent authority ma., , 
Additional Chief Engineer. The Chief Engineer stated that the 
practice ah that time w-as to address all communications to the 
contractors by the Executive Engineer-inxharge of a work and it 
had not been questioned by anybody before. 
1981 (c) LS-8. 



414. In a C.P.W. Division, tenders for a work estimated to cost 
Rs. 48,33,625, were invited on the 17th May, 1957 and the l o w a t  
tender for Rs. 44,38,899, i.e., a t  4:2 per cent below the estimated 
cost, was accepted subject to the concurrence of the Ministry of 
Finance for undertalung the scheme. The Ministry of Works, Housc 
ing and Supply was approached by the Chief Engineer, on the 12th 
June, 1957, for obtaining the concurrence of Finance but meanwhile 
the contractor withdrew his offer on the 13th August, 1957, stating 
that the market conditions had changed materially. Tenders for 
the work were invited again after making certain changes, (resulting 
in reduction in estimated cost to Rs. 43,94,097) and opened on the 
l l th  December, 1957. The lowest tender (from another contractor) 
for Rs. 45,83,021, i.e., 4:3 per cent above the estimated cost, was 
accepted. The Ministry of Works, Housing and Supply communi- 
cated the concurrence of Finance for undertaking the work on the 
l l th  December, 1957. 

415. The Committee enquired why the concurrence of the Minis- 
try of Finance for undertaking the work could not be obtained before 
the contractor withdrew his offer on the 13th August, 1957. TZle 
representative of the Ministry of W.H.S. stated that in pursuance 
of a directive issued by the Ministry of Finance on the 5th June, 
1957, that no new building works should be undertaken from the 
1st June, 1957 onwards without their prior concurrence a list of 
the various projects including this work was submitted to that 
Ministry for examining the inter se priority of the execution of 
these projects. The Finance Ministry advised on the 12th July, 
1957, that the project should first be examined by the Economy 
Board. A reference was accordingly made to the Economv Board on 
the 20th July, 1957, who approved the project on the 5th August, 
1857, subject to the concurrence pf the Finance Ministry. Before 
the latter's concurrence could be obtained. the contractor withdrew 
his offer on 13th August, 1957. 

Infructuous expenditure on renting a building and unauthovised 
occupation and non-recovery of rent-para 70, pages 76-77- 

416. At a certain station, a building consisting of 36 flats was 
requisitioned on the 12th April, 1943, on a rent of Rs. 2,315 per 
month, for the use of War Technicians, at the instance of the late 
Department. of Labour. On vacation by the Labour Department 
(4th April, 1946) the building was earmarked for housing the 
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W e e s  under the Technical Training Scheme. But except for '4 
fiats the other flats in the building remained vacant for the period 
froln 4th April, 1946 to 16th August, 1946. 

417. Subsequently, the control of the building was transferred 
to the Director of Estates on 6th August, 1946 but in the meantime 
17 of the flats were forcibly occupied by displaced persons. Nine 
of the flats were vacated in June, 1953. The total amount due from 
the unauthorised occupants calculated upto March, 1959 amounted 
to Rs. 2,97,198. 

418. Explaining the latest position, the representative of the 
Ministry of Works, Housing & Supply stated that on persuasion the 
owner of the building had taken it over with some of the fiats still 
under unauthorised occupation. The difficulties in evicting the 
unauthorised persons were aggravated by the High Court's declara- 
tion that the Government Premises Eviction Act of 1950 was invalid 
and therefore the Ministry had to wait for some time. The State 
Government who were approached could not help fully in the matter 
as the squatters were displaced persons. That Government, how- 
wer ,  helped as far as  could be done. With their assistance, some 
persons were got evicted at the earlier stages. Some other steps 
were also taken. As a result, the position in early 1960 was that 
there were still 15 flats in unauthorised occupation and 2 in part 
occupation I 

419. As regards the recovery of the arrears of rent from the 
unauthorised occupants the Director of Estates stated that the matter 
had been taken up with the Ministry of Rehabilitation whose final 
reply was still awaited. 

Payment of compensatory allowance to non-entitled persons--para 
71, page 77- 

420. Government sanctioned, in April, 1955, compensatory (local) 
allowance to the staff of a certain Engineering Circle. In December, 
1955, the sanction was given retrospective effect from the 1st 
October, 1954, the date on which the circle was created. Although 
the payment of this allowance to clerical staff was made conditional 
on their staying at the site of 'the work, no such condition was 
imposed in the case of other staff. As a result of references made 
by the Audit in September, 1956 it was eventually clarified by ' 
Government in November, 1957 that the allowance was to be paid 
only to the officers and staff working and residing at the site of the 
work. Government decided in January, 1959 that the amounts over- 
paid to the non-entitled persons prior to 1st July, 1957 should not 



be recovered. The recovexy of the amount paid in respect of the 
period October, 1954, to June, 1957 amounting to ebout Rs. 38,157, 
was waived by Government in January, 1959. 

421. The Committee enquired why there had been delay of 
over a year in taking a decision on the Audit objection 
raised in September, 1956. The representative of the Ministry of 
Works, Housing & Supply stated that an inter-departmental 
Advisory Committee was appointed t~ look into the matter. He 
admitted that the dccision should have been taken earlier. The 
Committee drew attention to their earlier recommendation made in 
the Report on the Accounts of 1946-47 that unless there were strong 
reasons in the view of the Financial Adviser and the Chief Accounts 
Officer concerned, Audit view should normally be accepted and acted 
upon provisionally pending final decision by the competent authority 
and pointed out that in pursuance of this recommendation, payment 
of the compensatory allowance should have been held up immediate- 
ly on receipt of the Audit objection. The Financial Adviser of the 
Ministry stated that although it might be a prudent course to accept 
the Au&t view provisionally, the question had gcneral implications 
and needed careful examination from the administrative angle. The 
representative of the Ministry of Works, Housing and Supply pro- 
m i s d  to examine this aspect. 

422. Explaining the justification for waiving of over-payments 
made to the non-entitled persons, the witness stated that the officers 
and staff concerned had received the aIIowance in good faith. The 
Committee referred to the recommendation made in their Report on 
the Accounts of 1943-44 which enjoined that it was not correct to 
waive recoveries from officers even if they received over-payments 
in g d  faith. The witness stated that in the present case the 
orders as they then stood did not preclude the officers from reoeiv- 
ing the allowance. There would have been justification for recovery 
of the over-payments, had the then existing orders not envisaged the 
grant of the allowance to these officers. Subsequently however, the 
interpretation of Audit was supported by Finance. Because of the 
ambiguity in the original orders, the benefit of doubt was given to 
the. officers. 

Delay in execution of work by contractots-pa~a 72, pages 77-78- 

423. In 1954 the Ministry of Law ruled that wen if any exten- 
aion of t h e  was granted to contractors, in circumstances where the 
mpomibility for the delay rested with them, the right of Govern- 
ment to recover liquidated damages from them was nut lost. Accerd- 



ing to Audit during the course of local audit inspection it wrs 
aotioed in Febm-March,  1959, that amtractors often Cook an mr- 
duly long time in completing contract works and that in a 
number of cases where extensians of time had .been granted, the 
queotion of determination of liquidakd damages had not been con- 
sidered at all, by the competent authorities, wen though a sahg 
clause was included in the orders giving elztensions of time. 

424. Explaining the procedure followed in granting e x t e n s h  ta 
contractam, the Chief Engineer stated that in order to keep a con- 
traot alive after the date s t i p m e d  for its completion, the Executive 
Engineer granted provisional extension of time without prejudice 
to the right of Government to recover liquidated damages from 
them subsequently. These cases were subsequently examined by 
the competent authority to determine whether there was a fit e 
for levy of Liquidated damages against a contractor. Under the advice 
of the Ministry of Law wen  in the cases where the competent 
authority had approved the extension before coamunicating it to 
the contractor, only provisional extension was to be issued in the 
first instance reserving Government's right to the levy of liquidated 
damages. 

925. The representative of the Ministry of Works, Housing & 
Supply stated that the cases referred to in the Audit para had hen 
examined by the Addiltional Chief Engineer and it was found that 
in nane of the cases the levy of liquidated damages was justified. 
The Accountant General Central Revenues, however, pointed mt 
that at the time of audit it was found that in some 25 cases it had 
not been recorded whether the question of the levy of liquidated 
damages against the contractors had been actually consider& sub- 
sequent to the grant of provisional extensions to them. 

Over-payment to a contractor--para 73, page 7%- 

426. The scrutiny d the accounts of a certain work which was 
given on contract in 1951-52 and completed in March, 1953 revealed 
the following irregularjties: - 

(a) It  was observed that'the value of materials (Rs. 11,193) 
supplied to the contractor was not recmvered fram the 
first available running bill. 

(b) Though 'on account' payment had been made.for a certain 
quantity of work done, the work actually carried aut 
was much less. This resulted in over-payment of 



Rs. 3,710 to the contractor and also indicated that the 
certificates given by the engineering authorities on the 
'on account' bills were given without actually checking 
the measurement. 

The h a 1  bill of the c~ntractor~passed in January, 1958 showed 
a sum of Rs. 13,773 as recoverable from him. 

(c) Though orders were p&ed b; the engineering authority 
ia January, 1953 for . recovery .,. of Rs. 20,494 on account 
of compehsation for delay .in wmpletion of the work, no 

- .  .. . * such reoovery was effect&. 
'ja'.427. According to Audit, against a total amount of Rs. 34,266 re- 
hverable from the contractor, interest-bearing security of the value 
0% RS. 17,000 hypothecated to Government was available fnr adiuet 
&ent. 

. A .  
- 

428. The Committee asked why the full value of the material 
i$&ed ' to the contractor was not. recovexed from him from 
His first running bill. The Chief Engineer stated that under 
the rules (para 243 of the CPWD Accounts code) i t  was permissible 
to  recover the cost of materials progressively according as these 
were actually utilised. The Additional Deputy Comptroller & Auditor 
General p o i n t 4  out that in this case the amount of the material 
corrsumed had not been shown in the running bills, and at one stage 
the contractor had requested the p?$ponement of the recovery for 
the materials used. The Chief Engineer stated that the contractor 
h i& represented that as the material had not been actually used the 
rkovery should not be made for the whole material. .. 

. 429. The witness informed the Committee that the over-payment 
made against 'on-account' bills was Rs. 3,347 and not Rs. 3,710 and 
the frozen amount of the contractor with the C.P.W.D. was Rs. 41,566 
and not Rs. 17,000. Thus against a sum of Rs. 34,266 recoverable 
from the contractor on account of the final bill and levy of 10% 
penalty, his frozen assets were sufficient for adjustment. 

' 430. The Committee then adjourned till 1.00 hours on the 1st 
November, 1960. 
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Shri T. Sivasankar, Secretary. 
Shri A. S. Naik, Joint Secretal-y. 
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Shri L. G. Selwam, Chief T e c h W  E#rmin-m- 
Shri N .  E. S. Raghavachari, D.G.SM. 
Shri C. Balasubramaniam, Director of Eotcrtes. 

Ministry of Finunce (Works Di-) 

Miniatry of Finame (Budget Division) 

Shri A. G. Krishnan, Under Secretary. 

432. The Committee took up further examination of the Audit 
Report (Civil), 1960 relating to the Ministry of Works, Housing & 
Supply. 

Para 74, pages 79-82- 

433. The total figures of the overpayment detected and provi- 
sionally assessed, overpayments admitted and amounts actually 
recovered since the creation of the Chief Technical Examiner's 
Organisation in May, 1%7 were as shown in the table given below: 

Amount of Overpayment admi- Amount 
No. of cases overpayment tted by the Execu- actually 

Period of overpay- detected and No. tive Engineers and recovered (as 
ment detected provisionally intimated to AGCR on 3rst Octo- 

assessed for watching recovery ber, 1959) 

434. The Audit para also mentioned some of the more important 
cases or irregularities noticed by the Chief Technical Examiner. 

435. At the outset the representative of the Ministry of Works, 
Housing and Supply stated that the observations of the Chief Techni- 
cal Examiner referred to in the Audit para had not been vetted by 
the Chief Engineer and thus were yet to be finalised at the time of 
the inclusion in the Audit Report. In his view, it was premature to 
inciude.suchobservations in the Audit report at that stage, as it would 
not present to the Parliament complete facts about these cases. He 
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cited the case of item (iii) of the Audit paragraph where the loss: 
assesaed by the Chief Technical Examiner to be of about Rs. 1 lakh 
had been found on verification to be of Rs. 62,000 only. The Additional 
Deputy Comptroller and Auditor General stated that the matter had 
been considered by Audit and their view was that the C.T.E. would 
satisfy himself after detailed discussions with the Chief Engineer and 
other &cers of the Department about the ptiw facie accuracy of the. 
various objections included in his report. The paragraph in the Audit 
Report purported to give only a summary of the activities of the 
C.T.Es organisation. The Audit Report in this regard would be consi-. 
derably delayed if it was presented after the Analisation of the objec- 
tions raised by the C.T.E. Audit had, therefore, decided to include in 
their reports a para on the activities of the Chief Technical Examiner 
as a usual feature. The same practice was being followed in the case 
of the Audit Report on the Defence Services Accounts. 

436. The Committee wanted to know the reasons for the increase in 
the number of cases of overpayments detected by the C.T.E. from 
149 during the period July-December 1958 to 214 during January-June, 
1959. The Chief Engineer stated that the increase in the number of 
cases was due to the expansion in the Organisation of the C.T.E. and 
its activities since its establishment in May, 1957. Although the num- 
ber of cases had increased during the latter period, the amount of 
overpayments involved had actually decreased, which indicated an 
improvement in the working of the C.P.W.D. With regard to the 
recoveries of overpayments, the witness stated that after the amounts 
had been admitted by the C.P.W.D., there was no difficulty in making. 
recoveries thereof from the contractors as the Divisional ofacers had 
instructions to hold back sufficient money due to the contractors until 
the settlement of the objection. Recovery was therefore only a matter 
of adjustment. 

437: The Committee enquired of the Chief Technical Examiner the 
approximate percentage of the works inspected by his Organisation. 
The Chief Technical Examiner stated that on an average his Organisa- 
tion were able to inspect 607, of the works. The works were selected 
for inspection from the lists supplied by the C.P.W.D. and were ins- 
pected in respect of certain items at the various stages of their execu- 
tion. Referring to his statemept made before the last Public Accounts 
Committee that technical defects %ere found in 70% of the cases and 
overpayments in about 30%) of the cases examined by him, the Corn 
mittee wanted to know whether the position had improved since. The 
witness stated that that percentage related only to the number of 
inspections made by his Organisation and did not reprksent the extent 
to which the various items were found defective. He held the view 
that no definite percentage could be determined to represent the cor- 
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qect ps ibon  as such, as his Organisation did not carry out 8 100% 
.check-of the works inspected. Giving the latest position, he stated 
that during the period from January, 1960 to June, 1960, dut'cjf'463 
works inspected, 365 were commented upon by his Organisation but 
it would not be correct to work out the percentage of defective *arks 
on this basis, as the comments might relate to some small items only. 
.The witness's general opinion about the C.P.W.D. works was that there 
had been a marked improvement in the quality of construction work 
since the coming into existence of his Organisation. 

438. Attention of the C.T.E. was drawn to the fact that out of 121 
cases of overpayment detected by his Organisation during the period 
43/51 to 12/57 only 13 cases had been settled. The C.T.E. admitted that 
there was a lot of time lag in the settlement of cases which had per- 
sisted although several cases of delay had been brought to the Chief 
Engineer's notice. The Chief Engineer explained that some objections 
were of controversial nature and i t  took considerable time to resolve 
the difference of opinion at the various levels and sometimes the 
matter had to be referred to Government. In other cases action was 
now taken to dispose of the objections expeditiously and as a result 
thereof, the progress in the later years had been better. The arrears 
in respect of the earlier periods were also being liquidated as quickly 
as possible. The Committee enquired whether delay in disposal of the 
older cases would not render recovery of overpayments difficult. The 
Chief Engineer stated that as the Divisional offlcers had instructions 
to withhold the firms' dues pending settlement of the objections, 
recovery should not be difficult. 

439. The Committee desired to be supplied with a comparative 
statement showing the number of cases of overpayment detected by 
the C.T.E. during the periods January, 1959 to June, 1959 and July, 
1959 to December, 1959, amounts of overpayment detected, number of 
cases settled with the P.W.D., overpayments admitted and amounts 
actually recovered. The witness promised to furnish the information. 

440. The Committee then took up examination of some of the more 
important cases of irregularities referred to in the Audit para. 
Item (i) - 
payment of cartage based on assumptions unsupported by records: 

441. An agreement for a work stipulated the supply of boulders 
partly from departmental stock and partly from a quarry within 
2 miles from the site of work. Against the total requirement of 
2,79,143 cft. the contractor was supplied 3,33,586 eft. of boulders both 
departmentally and from the stipulated quarry. In addition the con- 
tractor was also paid a sum of Rs. 46,298 for the carriage of a further 
quantity of 1,96,931 cft. of stores stated to have been brought from 
another quarry at a distance of 22 miles from the work site which 



mas not supported by any records. Although the quantity of 1,96,931 
cft Mcluded 26,!549 cft. taken over by the Department from the ,con- 
tractor on termihation of contract, caniage charges for the latter weie 
a@ @d to him involving a double payment of Rs. 6,242. The total 
amaynt paid f a r  the extra lead based on assumption including a,bo 
the d ~ u b l e  payment thus" amqynted to Rs. 52,540. 

442: In evidence &e C.T.E. stated that the total requqement for the 
who1e;work was 7,17,164 cft. of boulders while the quantity of 279,143 
dt. referred to the requirement far two items of work only. As regards 
the o;erapyment made to the contractor, the representative of the 
 ini is try of Works, Housing and Supply stated that the case had been 
investigated by the SPE and the overpayments had been admitted by 
the Superintending Engineer. Disciplinary action was being taken 
against the o5cers concerned. 

JCeni (ti) -Manipu2ation of measurements 
443. The agreement for a road work stipulated that earth work in 

the road embankment would be paid on the basis of initial levels taken 
at the commencement of the work and final levels taken on comple- 
tion. The inspection of the work and connected records revealed that 
the measurements of the initial levels and final levels were manipu- 
lated after they were recorded in the level book thus enhancing the 
quantity of earth work from 1,78,000 cft. to 6,03,139 cft. This resulted 
in an overpayment of Rs. 7,932. 

444. The representative of the Ministry of Works, Housing and 
Supply stated that the amount of overpayment made in this case had 
been recovered and departmental action was being taken against the 
nffincals concerned and the contractor for manipulation of records. 

Item (iii)-Overpayment due to fictitious measurements 

445.   he spot inspection of a road work revealed that against 
32,48,372 cft. of earth-work payable on the basis of cross-sections as 
prepared by the Executive Engineer and checked by the Chief Techni- 
cal Examiner, quantity actually paid for was 36,59,716 cft. This result- 
ed in an overpayment of Rs. 12,553 to the contractor. Although consi- 
derable quantity of good earth was available within half a mile of the 
site of work, the contractor wak allowed a lead of 3 and 5 miles to 
bring the quantity of earth alleged to be in short supply at the former 
site. Payment to the extent of Rs. 1,01,143 seemed to have been made ' 
on the basis of measurements recorded purely on theoretical conside- 
rations (and w'ithout verification) as if good earth korn a lead of 
5 miles had been brought. Against the prescribed 12 inches layer of 
.good earth to be laid on the top of the road just below the soling, 



it was noticed that in some cases the layer used was hardly 2 facber, 
the balance consisting of mostly sand- and scnnetimes d b a .  

446. In evidence the representative of the Mnistry of Works,. 
Housing and Supply stated that the total overpayment in this cafe 
had been awxwd as Rs. 63,259 which was being recovered from the 
contractor. The case had been referred to the Vigilance Section for 
initiating departmental action. In reply to a qwstion, it was nta- 
that the road work had commenced on 20th July, 1956 and completed 
on 27th March, 1958. It  was inspected by the C.T.E. towards the end. 
ef 1957. The C.T.E's inspection memo. was issued on 16th May, 1959. 
It wm Anally accepted on 27th August, 1960. 

Item (u) -Zrremediabk loss- 

447. In connection with the development of certain plots of lands 
two contracts-one for levelling and the other for laying out of roads. 
were entered into with the same contractor. The road contract was 
awarded before the levelling contract and a rate of Rs. 42 per 1,000 &. 
had to be paid as an extra item towards the cost of levelling the site 
on which the roads were to be laid out. If the road contract had been 
awarded subsequent to the levelling contract, the lower rate of 
Rs. 24.8.- would have been applicable to the entire levelling work. 
This resulted in an irremedia'ble loss of Rs. 4,550. 

448. In extenuation, the representative of the Ministry of Works, 
Housing and Supply stated that in this case it was necessary to con- 
truct a road before taking up the levelling work in order to have an 
access to the area, as levelling in such a large area had to be one with 
machinery. He admitted that the rate of Rs. 42 per cft. paid to the 
contractor for the levelling of the site on which the roads had to be 
laid, was excessive. 

Item (v i )  -Annual repairs and maintenance works- 

449. Site inspection of a number of maintenance works revealed 
that the standard of maintenance works was very poor and that there 
was considerable scope for improvement. It was observed that the 
rates tendered by contrators in respect of annual repairs and mainten- 
ance of works were generally very low and sometimes unworkable. 

450. Twelve cases of serious irregularities were reported by the 
Chief Technical Examiner for taking disciplinary action against the 
defaulting officers thus bringing the total number of such cases from 
the beginning to 36. Disciplinary proceedings had been initiated in al I  
the cases and 9 cases since finalised. Action had been taken against 21 
officers-punishment varying from warning to reduction in pay. 
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451. The Committee asked how the contractors quoted at 30 to 

50% below the estimated rates for the annual maintenance and repair 
works. The representative of the Ministry of Works, Housing and 
Supply stated that due to lack of proper supervision by the C.P.W.D. 
staff, the contractors were able to get away with sub-standard work. 
The Chief Engineer stated that appropriate action had been taken to 
improve the quality of the work and standard of its execution. The 
tenders now received from the contractors are more realistic. In the 
year 1960, the tenders were 15 to 20 per cent below the estimated rates. 
'The witness added that efforts were continued to be made to improve 
the pHtion further, and it was expected to bring the maintenance 
work to the proper standard in a year or so. 

452. As regards the disciplinary action against the officers concern- 
ed, the representative of the Ministry of Works, Housing and Supply 
informed the Committee that out of 36 cases reported by the C.T.E., 
18 had been finalised, and action had been taken against 39 officers 
including 8 Executive Engineers, 13 Assistant Engineers and 18 others. 

Loss in the working of Government Hostels-Para 75, pages 82-83- 

453. The Audit para disclosed that the proforma accounts of the 
hostels run by Government in Delhi and Simla for the years 1949-50, 
1950-51 and 1951-52 indicated substantial losses. The net annual losses 
on all the units taken together amounted to Rs. 1,08,166, Rs. 1,17,432 
and Rs. 1,57,598 in the years 1949-50, 1950-51, and 1951-52 respectively. 
The p r o f o m  accounts were sent by Audit to the Ministry in 1955 
with the request lo intimate the reasons for considerable losses as well 
es the steps taken, if any, to mitigate them. After prolonged eorres- 
pondence the Estate Officer intimated, in February, 1959, that the loss 
in respect of the Grand Hotel, Simla, was unavoidable as the Hotel 
was intended primarily for the convenience of touring officers of the 
Central Government and as the rent charged from these offlcers 
included an element of subsidy from Government. Although the 
Ministry could not justify the loss incurred on Kotah House during the 
period in question they explained in November, 1959 that the ahort- 
fall in rent realisation was unavoidable since 1954-55 as the main 
building had been converted into a State Guest House with effect from 
1st April, 1954. It  was also explained that a major portion of th 
Grand Hotel, was being used Orom April, 1957 as a Training College 
for Government officers. As no rent was recoverable for thia portion 
and as private business had suffered a considerable set back in SimQ 
due to the shifting of the Punjab Government/Govenunent of India 
offices to the plains there would be a fall in the business of Grand 
Hotel in f u t u ~ e  also. The financial results of the working of theae 
Government Hostels for the period susequent to 1951-52 could not be 
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ascertained by Audit and the proforma accounts prepared, as the 
necessary date has not been made available to Audit despite repeated! 
requests. 

454. The Committee wanted to know the reasons for continued looe 
in the working of the Grand Hotel, Simla, and the steps taken to mini- 
mlse the loss. The Director of Estates stated that the Hotel was p u -  
chased for Rs. 22 lakhs in 1941 and was occupied by the Military 
officers during the war. From the year 1949 onwards the Hotel had 
not been fully occupied except for a period of 3-4 months during sum- 
mer. For the purpose of the preparation of the proforma accounts, the 
return on the basis of 6y0 of the cost of the Hotel worked out to 
Rs. 1.35 lakhs which could be realised if all the rooms were occupied 
throughout the year. The question of minimising the loss in the 
working of the Hotel had been receiving the consideration of Govern- 
ment. I t  was decided to reduce certain overhead expenditure. Besides 
the Central Government officers, the accommodation was offered to 
the officers of State Governments and foreign Embassies and other 
persons. In spite of these measures the hotel was not occupied fully 
throughout the year. It was leased to a private hotelier for some tine. 
But later from 1957 to 1959 the I.A.S. training school was housed in 
the building. With the closing of the I.A.S. training school it had been 
decided to run a hotel-cum-hostel in the building where Government 
servants might stay while on duty or leave, rent being chargeable from 
them under F.Rs. 45A and 45B respectively. Private persons were 
also allowed to stay. 

455. The Committee enquired why the accounts of the Government 
Hostels from the year 1951-52 had not been furnished to Audit. The 
Director of Estates stated that the information had since been supplied 
to Audit. The Committee understood from Audit that the information 
was still not complete and desired that it should be expedited. With 
regard to the financial working of the Western Court, Raisina Hostel 
and Constitution House, the witness stated that there had been profits 
d s o  at times. In the case of Kotah House, there had been a continued 
loss as the rent of the main building which belonged to the Rajasthan 
G-overnment was high, i.e. Rs. 60,000 per year. Government were 
considering the pTirchase of the building, he added. In reply to a ques- 
tion the represe I: ~ t i ve  of the Ministry of Works, Housing and Supply 
stated that the  Gwernment Hostels, which were intended for the use 
of Governmen: officials on duty, charged rent at concessional rates, 
under F.R. 45A :,nd if these were to be run at profit the rates would 
pave to be inrrxsed. 
Awears of rent-Para 76, pages 83-84-- 

456. The audit para disclosed that the total arrears of rent sd 
Government property stood at Rs. 35.67 lakhs, 42:38 lakhs and 
R.s. 38-53 lakhs as on 31-3-1957, 31-3-1958 and 31-3-1959 respectively. 
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467. En evidence, the Director of Estates stated that the amount 

6l arrears due from Government servants which stood at Rs. 26.18 
k&hs as on 31st March, 1959, had come down to Rs. 15.38 lakhs. As 
I.egards the arrears due from the unauthorised occupants (Rs. 1.45. 
lalths) he stated that only 50% thereof were likely to be recovered 
as a part thereof was due from the displaced persons or unauthorised 
Government servants who occupied the quarters prior to 1951 and) 
whose present addresses were not known. Ffforts were being made to 
trace their whereabouts and enforce recoveries. 

Avoidable expenditure on freight-para 77, page 84- 

458. An overseas Purchase Mission chartered a vessel in October,. 
1956 for the shipment of 9,500 long tons of rice (5 per cent more or 
less) to Bombay at Rs. 153.33 per long ton as freight. On 7th Noveh- 
ber, 1956, the freight brokers advised that due to the closure of the 
Suez Canal, the owners of the vessel had demanded an extra freight 
of Rs. 19.05 per long ton for transport via the Cape of Good Hope. 
This demand was immediately refused by the Mission on the ground 
that the vessel owners were bound by the original Charter Party. On 
19th November, 1956 a notice was sty, r l l  on the vessel owners by 
the Mission stating that in the event of their failure to arrange a 
vessel within forty-eight hours an alternative vessel would be 
chartered and the owners would be held responsible for damages 
resulting from their breach of contract. The owners, however, 
replied on 19th November, 1956 that in view of the closure of the 
Suez Canal the charter party had been frustrated but they would 
consider re-booking the cargo at an extra freight of Rs. 19.05 per 
long ton via Cape. On 23rd November, 1956, the Mission chartered 
another vessel at Rs. 178.57 per long ton for shipment of 10,096.27 
long tons of rice via Cape of Good Hope, but no action was taken by 
the Mission for recovering from the original charter party contractors 
the additional cost. On a reference by the Mission in July, 1959 the 
present Legal Adviser held that as the performance of the contract 
was made impossible by the closure of the Suez Canal, the Contract 
would be considered as frustrated and the vessel owners would be 
excused from the Contract. 

459. The Committee asked the justification for not accepting the 
revised offer of the former vessel owners for diversions @ Rs. 19.05 
per long ton, which was loker thin the rate paid to  the second party. 
The representative of the Ministry of Works, Housing and Supply- 
stated that the India Supply Mission, Washington had at that time 
been advised by the then Legal Adviser that Gov$rnment could 
enforce co&ipliance of the original contract by the owners of t h e  
flrst vessel. But this legal advice was not obtained in writing and: 
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.there was no record to show that the legal advice was to that effect. 
In pursuance of this legal advice, the I.S.M. asked the firm to trans- 
port the goods at the contraded rates- Subsequently when they 
wanted to enforce the liability of the firm for the difFerence between 
the higher freight paid to the second firm and the original rate agreed 
to by the first firm, the present Legal Adviser advised that Govern- 
ment's case was weak. The second legal advice was taken in 
writing. The witness added that the services of the former solicitor 
had been dispensed with. 

Incrmsistency in the general conditions of contract regarding leu y 
of liquadated damages-Para 78, page 84-85- 

460. A Central Purchase Organisation placed 3 contracts on a 
.firm in August, 1950, January, 1951 and March, 1951, respectively. 
The contracts stipulated that the prices were subject to adjusbment 
due to any change in the makers' price list. The supplies were 
delayed and completed only on 9th March, 1953, 5th December, 1952 
and 23rd June, 1952 respectively. The stores were inspected and 
accepted after the expiry of the delivery dates without any formal 

.extension of delivery dates by the Purchase Organisation. In terms 
.of the contract, the firm preferred a claim of Rs. 25,751 on account of 
increase in the price (plus custom duty and sales tax etc.) and the 

.same was paid on the advice of the Ministry of Law who pointed out 
that although the period of delivery was the essence of the contract 
the stores in this case had been accepted after the expiry of the 
original delivery dates without notifying to the contractor that the 
price variation would not apply in respect of stores delivered after 
the stipulated periods. Meanwhile on 28th August, 1953 the indentor 
(the Central Unit) suggested that Rs. 25,751 paid to the firm for 
increase in price could be claimed as liquidated damages for loss 
incurred by the Unit due to delayed delivery. 

461. No liquidated damages were, however, claimed as the. stores 
:had been accepted after the expiry of the delivery date without giv- 
ing notice to the firm that such damages would be claimed for delay 

:in supplies. 



In  evidence, the Committee were informed that in order to avoid 
recurrence of such cases, administrative instructions had been issued 
that stores should not be accepted for inspection after the expiry of 
delivery date stipulated in contracts until an extension had been 
granted. Suppliers were also required to be informed that they 
would be liable to pay compensation for the delay and no price 
variation would be allowed during the period of extension, 

Losses clue to cancellation of a contract-Para 79, pp. 85-86- 

463. On 23rd October, 1951, a Central Purchase Organisation 
contracted with a certain firm for the supply of 10,000 steel boxes 
for an ordnance factory. The contract inter alia provided that the 
delivery was to colnmence three weeks after the receipt of the steel 
sheets which was a controlled item and after the approval of the 
advance sample of box to be delivered by 27th November, 1951. The 
three samples of the boxes submitted by the firm on the 16th January, 
1953, were approved on the 19th January, 1953, by the Inspecting 
Officer subject to removal of minor defects. The approval of the raw 
material was received on 9th June, 1953 from the Government 
metallurgist but this was not communicated to the supplier. The 
firm lifted the bulk of the steel sheets from the controlled stock 
holder in May, 1953. 

464. Meanwhile as sufficjent stocks of the boxes had accumulated 
in the factories the inden!or desired on 15th April, 1953 to cancel the 
order in full or in part if possible without financial repercussions, the 
deliveries being deferred in the meanwhile. Thereupon the Purchase 
Organisotion in consultation with the Law Ministry, gave notice to 
the firm on 25th May, 1953 to complete the contract by 12th June, 
1953 failing which the contract would be,cnncelled at the firm's 
risk and'expense. The firm protested, on 11th July, 1953, that as the  
approval of the sample of the raw material had not even then been 
received by them and the stock holders had not received all  the 
sections of the steel required for the manufacture of the boxes they 
could not proceed with the supply until these conditions were fulfilled. 
They, therefore, asked for extension of delivery period upto 30th Sep- 
tember, 1953 which was turned'down and in consultation with the 
Ministry of Law, the contract was cancelled on 30th July, 1953. 

465. The firm, therefore, referred the case to arbitration. In 
November, 1954, the arbitrntor awarded a sum of Rs. 63,000 (with 
subsequent interest at 6%) iq favour of the firm subject to their 
delivering to Government all the finished and semi-finished goods 
1981 (c) LS-9. 



Mt with them, which were estimated to be worth &. 30,tHfO. In 
January, it757 another award of Rs. 15,341 representing payment of 
*rage charges and the costs of arbitration proceedings was also 
lnsde m the flrm's favour. Both these awards were accepted by the 
( 3 w e m t  and a sum of Rs. 79,541 was ultimately paid to the firm 
doring March, and May, 1955 and April, 1957. 

466. In evidence, the D.G.S.&D. stated that the contract was 
cancelled on the advice of the Law Ministry as the contractor unduly 
delayed the execution of the contract by not taking delivery of the 
steel. Although at an earlier stage there was some delay in the 
arrival of the steel at the stockholder's end, subsequently the 
contractor did not want to take delivery of the material and the 
stock-holders used to write to his organisation to ask the contractor 
to take delivery thereof. The contractor appeared to be short of 
funds and therefore wanted to gain time by not acquiring the raw 
material. He put up the excuse that he would take delivery thereof 
after his sample was finally approved. To a question why the 
aprpruval of the sample was not communicated to the contractor, the 
witness stated that it was probably communicated to him orally. His 
department was also in a hurry to cancel the contract. 

467. The Committee asked why the agreement was so loosely 
worded that it enabled the contractor to delay taking delivery of the 
raw material. The D.G.S.&.D. stated that the contract form had since 
been modified. Contracts now stipulated definite dates for commence- 
ment of supply fixed on the assumed time required by the contractor 
to collect the raw materials. 

Extra expenditure in the supply of Bearing Plates-Para 80, 
pages 87-88- 

468. A Central Purchase Organisation placed a contract on a A r m  
an 19th August, 1955 for the supply of 48,000 bearing plates @ Rs. 2.00 
each for delivery by 31st October, 1955 on the basis of the Arm's 
statement in their tender that they had a stock of 10,000 plates for 
delivery and that they had suficient raw material to commence 
manufacture immediately. The firm supplied only 5,000 plates 
by the stipulated delivery date. On the 4th January, 1956, a 
voluntary extension of delivery time upto 15th February, 1956 was 
granted by the Purchase Organisation. Meanwhile the Arm 
expressed on 30th December, 1955 their inability to complete 
the contract due to alleged non-availability of raw material 
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and requested for the cancellation of the balance v d t h d  
financial repercussions. No action to cancel the ~ntP8Ct Was 
taken at this stage. As the firm did not make further supplies, the 
matter was referred to the Ministry of Law on the 10th December, 
1956 who advised on 13th December, 1956 that the contract should 
be cancelled immediately although the right to make repurchase a t  
the risk and expense of the firm was no longer open to Government 
due to the expiry of the period of six months prescribed for 
repurchase in the agreement and Government had also prejudiced 
their case by not taking proper action at the appropriate time. The 
outstanding quantity of 43,000 plates was thereupon, cancelled by 
the Organisation on 14th January, 1957 but at the risk and experm of 
the firm, who protested on 28th January, 1957 against this cancellation 
and showed their willingness to complete the supplies at enhanced 
rates subject to the supply of a quota certificate for raw material. 
As the legal position of the Government had become weak and the 
price of raw material had also gone up, the Purch~se  Organisation 
entered into negotiation.; with the firm in December, 1957 as a result 
of which a fresh contract for the balance quantity of 43,000 plates 
was placed on 18th February, 1958 on the spme firm at enhanced rate 
of Rs. 2.55 per plate based on the price of pig iron ruling on 7th De- 
cember, 1957 involving a total extra expenditure of Rs. 24,020. The 
Organisation also agreed to issue a quota certificate for the raw 
material. Accordingly to the revised contract, the firm was to 
complete the supply by 31st July, 1958 but only a part i.e. 5,000 Nos. 
was delivered within the contract period; and for the balance the 
delivery period was extended upto 31st May, 1959 subject to reserva- 
tion of rights for liquidated damages. 

469. The Committee wanted to know why the firm supplied only 
5,000 plates under the first contract in spite of their statement that 
they had a stock of 10,000 plates ready for delivery and that they 
had sufficient raw material to commence manufacture immediately. 
The Director General, Supplies and Disposals stated that the firm had 
explained that subsequent to the submission of their tender in May, 
1955, an order was issued by the Iron and Steel Controller in July, 
1955, that all pig iron supplied after the 1st April, 1955 should be 
used only for the manufacture of cast iron sleepers and accordingly 
the entire raw material available with the firm was utilised for that 
purpose. His Organisation also made efforts to get the required raw 
material for the contractor but did not succeed. It was onlv after ' 
the cancellation of the 1st contract that they were able to make fresh 
negotiations and get the supplies. 

470. The representative of the Ministry of Works, 13ousing & 
Supply stated that the circumstances leading to the failure of the 
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contractor to supply the full quantity of plates were beyond his 
control and the D.G.S.&.D. also did not want to take any action 
against him in the interest of development of the industry. To a 
question why the contractor did not supply the balance of 5,000 plates 
out of his said stock of 10,000, the D.G.S.&.D. replied that it was 
possible that he might have made a wrong statement in the tender or 
converted the plates into something else because of difficult supply 
position. Under the contract, however, the firm was under no obliga- 
tion to supply 10,000 plates ex-stock. In reply to another question 
he stated that a voluntary extension of the date of delivery was 
given to the firm at the instance of the Railway authorities because 
at an earlier stage the firm had complained that they had to suspend 
manufacture due to shortage of railway wagons and so they could 
not make the supplies in time. The Addl. Deputy C & A.G. pointed 
out that the records indicated that the legal position of Government 
was weakened because of the extension given to the firm and the 
prices of the raw material had gone up in the meantime. 

Avoidable expenditure due to defective clauses in the contracts for 
the supply of Castor Oil-Para 81, pages 88-89- 

471. In August, 1950, a Central Purchase Organisation placed a 
Running Contract on a firm for supply of castor oil to Railways for 
the period ending 31st October, 1951. The contract inter alia 
stipulated that "the prices of castor oil applicable to supplies 
tendered for inspection during any month will be calculated at the 
average monthly price of seeds (good quality) prevailing during the 
preceding months". The firm tendered for inspection on 25th July, 
1951, 1582 Maunds of Castor Oil but the Inspector refused to inspect 
the stores in the absence of any Supply Order received by the firm 
from any Direct Demanding Officer. The firm received a demand for 
1228 Maunds on 6th August, 1951 and tendered the oil for ins~ection 
in August, 1951 from the same consignn~ents as were offered by 
them earlier in July, 1951. The inspection was carried out on 
?2nd August, 1951 and the payment was made at the castor seed 
rates applicable for supplies made in August, 1951. The firm 
contended that the refusal of the Inspector to inspect the quantity 
tendered by them in July, 1951 was against the provisions of the 
Running Contract and demanded payment on the basis of the castor 
seed rates applicable for supplieb during July, 1951. The firm subse- 
quently took the case to arbitration and the empire gave an award on 
13th January, 1957 of Rs. 18,322 against Government representing 
the difference between the prices of castor oil prevailing in July, 1951 
and in August, 1951. 

472. Two more running contracts for the supply of Castor Oil 
were placed on 28th September, 1951, one with the same drm and 
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another with a different firm on the same terms and conditions 
except that Inspection Clause permitting bulk inspection was omitted. 
The two firms mentioned above tendered for inspection, 4,500 and 
4,000 Maunds of castor oil in November, 1951 before receipt of 
Supply Orders from any Direct Demanding Officer. The Inspector 
refused to inspect the material but on receipt of Supply Orders 
between November, 1951 and April, 1952 the oil was inspected and 
the payments at reduced rates as applicable to supplies made during 
November, 1951 to September, 1952, were made. The firms demanded 
payment on the basis of rates as were applicable to  November, 1951 
but on refusal the firms went into arbitration. In both the cases 
(viz  4,500 Maunds and 4,000 Maunds) the Umpire gave awards on 
13th January, 1957 and 13th February, 1957 against the Government 
to the extent of Rs. 83,235 and Rs. 43,361 respectively being the 
difference between the rates claimed by the firm for the months in 
which castor oil was originally tndered for inspection and the rates 
applic~ble to the months in which the stores were actually accepted 
for inspection and paid for. 

473. The Committee wanted to know the masures taken to avoid 
extra-expenditure in the purchase of castor oil because of lacuna in 
the Inrpection Clause of the running contracts. The D.G.S.&.I). stated 
that the clause was not defective and the payments made to the 
contractors on account of the difference between the rates when the 
castor oil was originally tendered for inspection and those applicable 
to the months in which the material was actually inspected, were 
due to the contractors under the terms of the contracts, according to 
which the contractor was required to maintain certain minimum 
quantities in stock. In order to ensure that the contractors did not 
tender for inspection the entire annual requirements of the oil during 
the months in which the prices were high, it had been decided to 
include in the contracts a clause that contractors should maintain 
only gome specified quantity (15 to 20 per cent of the total annual 
demand) month after month at the various stations to meet the 
casual demands of the indentor. The inspectors would not inspect 
or accept liability for, any quantity in excess of that specified in the 
contract. 

Clearance of outstanding ob je'ctions-para 91-page 112, Disposal of 
Inspection Reports-Para 92, page 112- 

474. The Audit paras disclosed that the outstanding objections and 
inspection reports were heavy inter alia against the Ministry of 
Works, Housing & Supply. In evidence, the D.G.S.&.D. stated that 



tho number of outstanding objections and inspection reports had 
been considerably brought down in his organisation. The Committee 
desired to be furnished with a statement showing the present position 
o f  the disposal of the outstanding objections and inspection reports 
relating to the various departments under the Ministry of the Works. 
Housing & Supply. 

475. The  Committee then  adjourned till 10.00 hours on the 
t1 ird Novembe~, 1960. 
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MINISTRY OF SCIENTIFIC RESEARCH & CULTURAL AFFAIRS 
Audit Report (Civil), 1960 

Irregular payment of allowances-para 52, page 61- 
477. Certain work-charged staff, employed outside the municipal 

limits of DelhiINew Delhi, were paid by the Department of Archaeo- 
logy during the period 1st January, 1947 to 30th November, 1956, house 
rent allowance and city compensatory allowance amounting to 
Rs. 31,605 even though these allowances were cadmissible only to staff, 
whose places of duty were within the municipal limits. The irregu- 
larity was f i s t  brought to the notice of the Department in January, 
1954 and later reported to the Administrative Ministry in March, 1954. 
Nevertheless, the payment was continued to be made for nearly three 
years thereafter end was stopped only from 1st December, 1956. Gov- 
ernment issued orders in December, 1958, waiving the recovery of the 
entire overpayment of Rs. 31,605. 

478. Giving the background of the case, the reprcsutative of the 
Ministry of Scientific Research and Cultural Affairs stated that some 
of the works near Hauz Khas and Qutab Minar were b k e n  over by 
the Department of Archaeology from the C.P.W.D. The allowances 
in question were being paid to the staff when the works were under 
the control of the C.P.W.D. and were continued after take-over by the 
Department of Archaeology. After it was pointed out by Audit that 
the allowances were inadmissible to the staff emp1o;ed on these 
works, the matter became the subject of correspondence between the 
Administrative Ministry and th? Ministry of Finance. As a result, 
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the allowances were stopped in the case of staff employed near Qutab 
Minar, but continued in the case of staff employed near Hauz Khas. 

479. The Committee learnt from Audit thet the case was referred 
to the Ministry of Finance on the 14th July, 1954 who came to a dcci- 
sion on the 16th June, 1956, agreeing with Audit objection. The Com- 
mittee wanted to know why the Ministry of Finance took about two 
years in coming to a decision. The representative of the Ministry of 
Finance stated that one of the points at issue was that though the 
works were outside the municipal limits of Delhi and New Delhi, the 
employees hud to spmd a part of their time in their office which was 
situated within such limits. This gave rise to the question how much 
of their time was spent in the Delhi Office and how much at places of 
work outside DelhilNew Ddhi. Another factor which had been res- 
ponsible for delay was that as the allowances in question were in the 
nature of continuing allowances, the whole background of their pay- 
ment hud to be traced. 

480. The Committee then referred to the recommendation in para 
21 of the Report of the P.A.C. on the accounts of 1946-47 a d  in- 
quired why, in pursuance thereof, the payment of allowances was not 
held in abeyance, pending a final decision in the matter. The represen- 
tative of the Ministry of S.R. & C.A. admitted that this could have 
been done, but added that it might have caused hardship to the em- 
ployees. 

481. In reply to a question, it was stated that the decision to waive 
overpayment amounting to Rs. 31,605 was taken on the consideration 
that the recovery of this amount from the employees-all of whom 
belonged to Class IV-would hit them hard. 

G~ants-in-aid paid to institutions much in excess of actual require- 
ments-para 53, pages 61-64- 

482. 'Large amounts of non-recurring grants-in-aid were paid by 
the Ministry during the years 1954-55 and 1955-56 to certain Techno- 
logical and Rural Education Institutions for construction of buildings, 
purchnse of equipment, etc., on the condition that some definite pro- 
portion (usually one-third) of the total estimated expenditure was to 
be borne by the Institutions concerned from their own resources. 
Instead of paying grants-in-aid e'qual to two-thirds of the expenditure 
the Ministry not only released grants much in excess of its share in a 
number of cases but also contributed morc than the entire capital ex- 
penditure incurred by the Institutions in certain other oxes. 

483. Enumerating the steps taken by the Ministry of'scientific Re- 
search and Cultural Affairs to prevent excessive payment of grants 



to institutions, the representative of the Ministry stated that for &6 
last three or four years, the Ministry had been releasing grants to 
institutions in quarterly instalments on the basis of certified state- 
ments of progress of expenditure for the preceding quarter. Though 
care was taken to ensure that funds to be released to institutions from 
time to'time did not exceed their spending capacity, it sometimes so 
happened that due to difficulties in procurement of materials and 
equipments, etc., some of the funds released by the Ministry could 
not be utilised during the course of the specified period. Such un- 
utilised funds were taken into account while making subsequent re- 
lases.  As a result, the position had considerably improved and there 
was now only a rcmote possibility of excessive payments being made 
for schemes on the whole. An apparent excess grant by the Centre. 
however, sometimes arises when, instead of a matching cash contri- 
bution, an institution contributes in kind, viz., in machinery, etc. 

484. The Committee then wanted to know what checks were cxer- 
cised by the Ministry to ensure that an aided institution paid jts full 
shwe of matching contributions for every completed part of a scheme 
from its own resources, and not by raising funds on credit to be re- 
imbursed from the subsequent Central releases. The represxtative 
of the Ministry stated that before sanctioning a grant to an institution, 
the Ministry insisted that the institution should have a Board of 
Management which should include the representatives of the Central 
and State Governments. The Board of Managemmt should also have 
set up a Finance Committee on which the Finance Department of the 
State Government concerned would be represented. It was only 
when the accounts of the institution were accepted by its Finance 
Committee and routed through the State Government that the Minis- 
try conside~ed the question of making further releases. Besides, the 
Ministry had its regional offices at Bombay, Calcuttq, Madras and Ran- 
pur which exercised a close watch over the progress of the various 
projects for which grants were given by the Ministry. 

485. The Committee then inquircd whether in case of works to be 
undertaken with grants from the Ministry, it was ensured that rates 
to be paid to labour, etc. were reasonable in rehtion to the area in 
which the work was proposed to be undertaken. The witness stated 
that before estimates relating to works were approved by the Minis- 
try, they were required to be certified by the State P.W.D. Similarly, 
before sanctioning any revision of the estimates, certificates were re- 
quired to be obtained from the Chief Engineers of the Central and 
State P.W.Ds. to the effect that the proposed increases in rates were 
reasonable. 
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APPROPRIATION ACCOUNTS (CIVIL). 1958-59-VOL. v 

Budgeting and control over Expenditwe- 

486. The Committee noticed the following instances of over-budget- 
ing by the Ministry. 
- -- -- ------- - - -- 

Percentage of 
Grant No. Final Grax  Actual Sa, m g  saving to 

Expenditure final grant ------ 
14-Archaeology I,o9,7o,ooo 92757,635 1;,02,365 15 5 
I 6-Botanical Survey 12,5O,ooo 9,36,935 3,13~c65 2 5  04 
17-Zoological Survey I 1,X7,ooo 5,67,179 6,19,821 52.5  

- - - - -- - --- - -- -- - - . - - . . - - - . - - -- 
487. The saving of Rs. 17,02,365 under the head 'Archaeology' was 

attributed by the representative of the Ministry of S.R. & C.A. to the 
inability of the C.P.W.D. to complete certain works on account of 
shortage of materials. The amount surrendered (Rs. 9,70,000) was 
less than the actual saving (Rs. 17,02,365). It was stated that a cer- 
tain amount had to be kept to provide for book adjustments after the 
close of the financial year on 31st of March, as the accounts were kept 
open for the purpose till July. 

488. The swings under the heads 'Botanical Survey' and 'Zoological 
Survey' were explained by the witness as due to non-implementation 
of certain schemes under the Second Fiv- Year Plan on account of 
shortage of trained personnel, delay in acquisition of land, etc. 

Il.r~surrendered Savings- 

489. The Committee observed that the following savings had no: 
b ~ e n  surrendered by the Ministry of S.R. & C.A. by the close of the 
financial year. 

Grant No. Final Gram Actual Saving 
exgendi Lure 

15 Sun ey of India I , ~ I , I I , O O O  1,62,35,533 8J75,467 
18 Scientific Research 6,78,98,000 6,54,84,334 24,13,666 

- 
490. In evidence, the representntive of the Ministry of S.R. & C.A. 

stated that in case of Grant No. 15, bulk of the saving (Rs. 5,13,559) 
was occasioned by non-receipt of debit for customs duty, etc. under 
sub-head 'A.4-Purchase of Stores'. As a result, the anticipated ad- 
justment could not be made during the course of the financial year. ' 
Another amount of about Rs. 2 lakhs under other sub-heads could also 
not be adjusted by the close of the year. 

491. In the case of Grant No. 18 also, bulk of the saving was stated 
to be due to  non-adjustment of the cost of material and equipment 
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received under the T.C.A. Programme (Rs. 18,51,338) and the Colombo 
Plan (Rs. 3,29, 867). It was originally thought that the adjustments 
would be affected by the close of the year. The witness expressed 
the hope that the adjustments would be completed by the end of the 
current financial year. 

Misappropriation of Government money-Grant No. 14--Archaeo- 
logy-page 7, Note 6 

492. Several cases of falsification of accounts and withdrawal of 
money through forged claims from a treasury occurred in an office 
during a period of five years from 1953-54 onwards resulting in a loss 
of Rs. 4,656 out of which a sum of Rs. 637 was subsequently recovered. 

493. Apprising the Committee with the action taken against the 
delinquent officials, the representative of the Ministry of S.R. & C.A. 
stated that the Accountant who was held responsible for misappro- 
priation had been dismissed and another person reverted to his subs- 
tantive post. Further investigations into the matter were continuing. 

494. The Committee desired to be furnished with a note setting 
forth the following information: , 

(i) when was Departmental action against the delinquent 
officials initiated and how long did it take to punish these 
officials? 

(ii) Was the matter also reported to police? If not, the reasons 
therefor? 

Review of Map Store Account in respect of Map Record and Issue 
Ofice, Dehra Dun-page 14, Audit comments-para 2- 

495. According to Audit, as a result of physical stock verification 
of the stores in the Map Record and Issue Office, Dehra Dun, a total 
shortage of 41,505 maps was found upto 31st March, 1959. 

496. The representative of the Ministry explained that at the time 
of physical stock verification referred to in the Audit comments, some 
sealed bundles of old, unrestricted maps lying aside were not noticed 
and as such not taken into account. They were detected later in 
1959. On these bundles being taken into account, the shortage of 
maps which was originally estimated at over 42,000 came down to 
about. 4,200 valued rougly at Rs. 5-6 thousand. It was now proposed 
ill write 03 this loss. I 

497. In reply to a question, the witness stated that loss on account 
of pilferage of maps was a rare phenomenon. 
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Grant No. 96-Other Civil Works-sub-head Gl(1)-Voted- 

498. Excessive re-appropriation: Under the above . sub-head, in 
addition to the original grant of Rs. 6,63,00,000, a supplementary 
grant of Rs. 1,46,20,000 was obtained. Out of this, a sum amounting 
to Rs. 39,84,000 was later reappropriated to other sub-heads, making 
the h a 1  provision as Rs. 7,69,36,000. The actual expenditure under 
the sub-head, however, amounted to Rs. 7,83,13,383 resulting in an 
excess of Rs. 13,77,383. 

499. The Committee desired to know the reasons for excessive 
reappropriation to other sub-heads. The representative of the Minis- 
try of W.H. & S.  stated that the original provision for purchasing 
building materials for works undertaken in the Naga Hills-Tuen- 
sang Area was Rs. 75,00,000. The Administration, however, informed 
the Ministry that they would require only Rs. 42,28,000 for the pur- 
pose. As against this, the actual expenditure amounted to Rs. 
62,70,300 resulting in an excess of Rs. 20,42,300. The explanation 
offered by the Administration to the Ministry was that it had estimat- 
ed its requirement on a net basis, instead of a gross one, as required 
by the rules. During that year, the Administration did not have 
expert guidance. I I 

Grant No. 96-sub-head G. 2 (1)-London Stores-page 16- 

500. There was an actual expenditure of Rs. 1,17,080 under the 
above sub-head, without any provision in the budget, resulting in an 
excess of Rs. 1,17,080. 

501. According to the representative of the Ministry of Finance, 
the excess was occasioned by an unanticipated debit received from 
the Indian High Commission, London. This item, it was stated was 
not reported by the High Commission through its final estimates. 
Asked as to the dale on which. the said debit was raised, the infor- 
mation was not readily available with the Financial Advisor, but hq 
promised to furnish a note. I 

Write-08 of arrears of rent-page 22-Note 12(viii) (d)- 
502. According to Audit, an amount of Rs. 5,575 representing 

prrears of rent pertaining to the period 16th April, 1944 to 30th June, 



1949 and water and electricity charges due from an ex-caterer of a 
Government Hostel was written off as the amount became irrecover- 
able due to various lapses on the part of the Estate Office and PWD 
Divisions concerned. 

503. In evidence, the Committee were informed by the Director 
of Estates that a suit for the recovery of Rs. 19,035 from the ex- 
caterer on account of arrears of rent, etc. was filed in a court of law. 
The court allowed the Ministry's claim for Rs. 11,060 and disallowed 
Rs. 7,974. The major items disallowed by the court were: rent of 
manager's suite (Rs. 2,737), rent of extra-servants' quarters 
(Rs. 2,400); water and electricity consumed by dhobis (Rs. 1,491); 
difference in the rent of a refrigerator (Rs. 5,96) and rent of garage 
(Its. 232). In the case of manager's suite, extra-servants' quarters 
and garage, the court had accepted the ex-caterer's plea that he was 
entitled to use these premises free of rent. In the case of refrigera- 
tor, as the CPWD was unable to substantiate with documentary evid- 
ence its claim that the refrigerator supplied earlier to the ex-caterer 
was subsequently replaced by a bigger one the court held that the 
rent to be paid by the ex-caterer should be for the smaller machine. 
The arrears of water and electricity charges were not allowed by 
the court as no separate meters had been installed to record con- 
sumption of water and electricity by the dhobis. 

504. The Committee were further informed that out of the amount 
of Rs. 7,974 disallowed by the court, the Ministry felt that they would 
not be able to substuntiate their claim in respect of Rs. 5,575 and had, 
therefore, written it off. For the balance of Rs. 2,400 representing 
arrears of extra-servants' quarters, the Ministry had preferred an 
appeal to the High Court. 

505. As to the amount of Rs. 11,060, the claim for which had been 
allowed by the court, it was stated that the execution proceedings 
were still pending as the ex-caterer had filed an appeal to the High 
Court. I 

506. The Committee then desired to be furnished with a note set- 
ting forth the following information, which the representative of the 
Ministry promised to furnish. 

(i) Out of the amount of Rs. 5,575 written off by the Ministry, 
in respect of how much amount the claim of the Minis- 
try could not be established due to non-maintenance of 
pToper records in the Estate OfficelCPWD; 

(ii) Had any action been taken against the officials responsible 
for the above lapse? 
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Irrecoverable tent-page 22-para 12 (viii) (e) and (f) - 

507. An amount of Rs. 4,522 representing arrears of rent pertain- 
ing to the period 13th June, 1949 to 18th November, 1053 
recoverable from the widow of a deceased police oPRdal 
was written off. This amount became irrecoverable as 
the death of the officer became known to the Estate OfEcer four 
years after the event when the widow was found to be penniless. No 
disciplinary action was taken due to the non-availability of original 
records in the Estate Office. 

508. In another case, an amount of Rs. 5,648 due from Government 
servants on account of rent for Government buildings occupied by 
them for the period January, 1944 to August, 1949 had to be written 
off. The claim for this rent could not be established due to non- 
mailability of records in the Estate Office. 

509. The Committee wanted to know: 
(i) Under what circumstances, were the records not available 

in the Estate Office? 
(ii) Who were the officers responsible for the maintenance andl 

or custody of the records? Had any action been taken 
against them? 

The representative of the Ministry promised to furnish the requi- 
site information later. 
Nrm-recovery of dues of electricity charges consequent on increase 

in cost-page 23, Note 12 ( i x ) -  
510. A sum of Rs. 14,836 representing an increase in the cost of 

clixtricity sold to certain consumers by the CPWD during August, 
1949 to May, 1951 was written off in June, 1958 as the increase in cost 
could not be passed on to actual consumers concerned. 

511. The loss was occasioned by the time-lag in the PWD in enforc- 
irig recdvery at the enhanced rates from the consumers, including 
many Government offices, with whom there were no written agree- 
ments. 

512. Giving a background of the case, the representative of the 
CPWD stated that in the present case, the CPWD had acted merely 
as a distributing agent. It obtaiped electricity from the MES Power 
Station at Nowgong and supplied tt to civil offices, etc. there. The 
rate of electricity charged by the MES Power Station was 44 annas . 
per unit from May, 1944 till August, 1949 when E-in-C's Branch in- 
formed the CPWD that on account of the power station being under- 
loaded and an abnormal increase in cost of materials an'd labour, the 
all-in-rate of power had risen to Re. 1 per unit and enquired whether 
the C.P.W.D, was agreeable to purchase electricity at the increased 
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rate. The Assistant Engineer-in-charge of the CPWD asked all the 
consumers on the 24th April, 1950 to give their written consent to the  
proposed increase in rates. The matter was also referred to the 
Ministry for decision whether the enhanced rate should be paid to 
the MES authorities. After some correspondence, it was decided 
that payments should be made to the MES authorities a t  the enhanced 
rate with effect from August, 1949. A notice was, accordingly, served 
on all the consumers on 8th July, 1951 to pay electric charges a t  Rs. 
1-4-0 per unit (Re. 1-0-0 to be paid to MES authorities and 0-4-0 to 
cover overload charges such as losses, distribution and incidental 
charges) with effect from August, 1949, failing which their connections 
would be cut off. There were strong representations from the con- 
sumcrs (includir~g high Govcrnr?ent oEcials) that the new rates- 
the h ig lmt  ir, Indie-sho::Jd not be enforced with retrospective effect. 
These rates were, therefore, enforced with effect from 1st June, 1951. 
In the circumrtnncm th5re was 1-19 courzc lcft but to write off the 
extra-paymert already made  bv the CPWT) for the intervening 
period (August 1949-May 1951 ) , 

513 The Committc? desired to bc furnishe: with the following 
information which t h e  rrpr-  ?fatiire of the CPWD promised to 
furnish: 

( i )  Of the sum of Rs. 14,836 written off in June, 1958, how 
m:lch was recoverable from (a)  Government offices, and 
( h i )  other consumers? 

( i i '  Did t h e  CPWD represent tr, the MES th3t the increase in 
electricity rates was on thc high side and that the De- 
partment way finding it, diflicult to effect recovery at  the 
vew ratcs from t h e  conwnwrs? 

514. In reply to a question it  was agreed that it would be of 
advantage to Government to include a clause in the agreement with 
the consumers that i l  this cost cf bulk supply to Government rose 
in reasonable circurnstanccs, thc individual coilsurners were bound 
tc lmy to Go~,,e~.rme:i! n t  a corrcsyondingly higher rate for use of 
electricity. 

Lack of propel. planning in the selection of a site for the erection of 
mobile aluminium huts-page, 23-Note 15- 

. 515. Four mobile aluminium huts for temporary residential 
accommodation for police officials were erected during the period 
from August, 1954 to October, 1954 and August, 1955 to October, 1955 
at a cost of Rs. 13,447 (exclusive of the cost of aluminium sheets) 
on a portion of land, acquired for the construction of new police lines 
and barracks. At the  end of 1955, it was decided to construct the 



new police lines and barracks at  another site. The huts were ulti- 
mately dismantled during March and April, 1957, and re-erected a t  
the new site at a cost of Rs. 18.697. 

516. It was stated by the Administration in May, 1959 that the 
original site was on a hillock, where there were neither trees to 
provide shade nor any arrangements for water supply. Some om- 
cers, to whom the huts were allotted, therefore, refused to occupy 
them. 

517. According to the representative of the Ministry of Works, 
Housing and Supply, the huts were erected at the original site be- 
cause the idea was that the new police lines and the barracks would 
also be located nearby. On the selection of another site for the 
police barracks, the sheds were vacated by the police officers and 
could not be utilised in any other way. This necessitated the shifting 
of the sheds to a site near the new police lines where adequate water 
and shade were available. I 

518. In reply to a question, the witness admitted that the selec- 
tion of the original site was wrong in that any site to be selected 
for residential purposes should have had, as a prerequisite, adequate 
water and shade arrangements. 

Financial results of the working of thc CPWD unfiltered water supplg 
scheme at New Delhi-page 24, Note 18- 

519. According to the Proforma Accounts of the above scheme 
for the year 1958-59, the scheme showed a loss of Rs. 17,337 as 
against a profit of Rs. 1,29,040 in the year 1957-58. The loss was 
stated to be mainly due to rates charged being less than the pro- 
duction cost. Arrears of recoverable dues as on 31st March, 1959 
stood at Rs. 2,35,043 (including Rs. 1,15,408 in respect of previous 
years). . 

520. The Committee were informed by the representative of the 
C.P.W.D. that the scheme had been running at a profit except in 
the year under review when it showed a loss of Rs. 17,337 attri- 
butable partly to an increase in the rates of electricity by 0.27 nP. 
per unit, and partly to charges of Rs. 9,330 per month from 1st Feb- 
ruary, 1958 on account of industrial power tariff. Even this loss- 
small as it was compared with the total expenditure of Rs. 9,51,000 
on the scheme-would have been wiped off had some adjustments in ' 
arrears been made. To ensure that the scheme did not henceforth 
run at a loss, a proposal to increase the present flat rpte of Rs. 12 
per acre in respect of unmetered supply for irrigational purposes 
was under consideration of the Superintending Engineer. In some 
1081(c) LS-10 



cases of metered supply also where the* was a wide gap between 
income and expenditure, it was proposed to increase the rate. 

521. Regarding the recoverable dues of Rs. 2,35,043 (including 
Rs. 1,15,408 pertaining to the previous years), it was stated that 
bulk of the amount was due from the New Delhi Municipal Com- 
mittee and Government Departments, such as, the Indian Agricul- 
tural Research Institute, Northern Railway, Indian Air Force, etc. 
In these cases, recovery was merely a matter of adjustment which 
necessarily took some time. The dues from private consumers 
amounted to only about Rs. 26,000. 

Avozdable expenditure on a work sanctioned without propey assess- 
ment of requirements-page 57-Note 7- 

522. Government sanctioned in December, 1956 the construction 
of 104 shops in a Rehabilitation Colony at an outlay of Rs. 2,17,380. 
An estimate for Rs. 1,84,600 was technically sanctioned by the 
C.P.W.D. for the work which was awarded to a firm of contractors 
on 5th April, 1957. 

523. When the foundation and plinth work was in progress, fur- 
ther construction work was stopped on 15th July, 1957, by the 
Development Authority for want of their approval to the layout. 
The plan was, however, approved by the said Authority on 10th 
October, 1957, but thereafter Government proposed to reduce the 
number of shops to be constructed to 52 only. I t  was, however, 
found on 21st October, 1957 that the economy of the colony con- 
sisting of 3,244 houses, (including 2,100 cheap tenements) could not 
have usefully any shop in addition to 104 shops already established. 
Government, therefore, issued orders in November, 1957 to stop 
further construction and to auction the shop-plots. 

524. The infructuous expenditure already incurred by the C.P.W.D. 
on the foundations, etc. amounted to Rs. 18,829. 

525. The representative of the C.P.W.D., explained to the 
Committee that construction of the shops was entrusted to the 
Faridabad Development Board which had been formed for under- 
taking such works so as to rehabilitate some of the displaced per- 
sons. As to the reason why the Delhi Development Authority took 
about three months in according its approval to the construction 
plan, it was stated that the Authority which had just come into 
being was busy evolving its own rules of procedure. Subsequent 
to 10th October, 1957 Government took decision that the construc- 
tion of further shops in the colony was not necessary for the purpose 
of rehabilitation of displaced persons. 
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Avoidable expenditure due to nm-execution of works in traditional 

mnner-page 57-Note 8- 

526. After the technical sanction to the construction of a Health 
Centre costing Rs. 3,35,250 had been accorded by the Superintend- 
ing Engineer in April, 1949 it was decided to entrust construction 
of buildings upto lintel level to a Government Housing Factory. 
The "alcrete" structures put up by the Housing Factory were badly 
damaged by wind and storm and were considered unsafe for occu- 
pation. The Housing Factory left the work unfinished and it had 
to be done all over again and strengthened by the C.P.W.D. at  a total 
extra cost of Rs. 37,663 (Rs. 16,922 on strengthening work and Rs. 
20,741 on account of higher cost paid on the Factory) for "alcrete" 
structures. 

527. According to the representative of the C.P.W.D. the 
Ministry of Health decided to entrust the construction of the build- 
ings of the Health Centre to the Hindustan Housing Factory, after 
some preliminary work in regard to its construction in the tradi- 
tional manner had already been done. The consideration which 
led the Ministry to this decision was that the foam concrete panels, 
which this Factory had just started manufacturing, should be tried 
out in the construction of walls. The experiment, however, did not 
prove a success inasmuch as the structures put up by the Factory- 
16 double units of pre-fab. alcrete houses and main building upto 
lintel level--could not withstand the windstorm, severe though it 
was, and had to be abandoned. The expenditure mentioned in the 
Audit note was incurred to make the houses safe for occupation. 

528. To a question whether the foam concrete panels manufac- 
tured by the Factory were given a trial of wind-tests before the 
construction of the building in question was taken up by the factory, 
the witness stated that facilities for conducting such experiments 
were not available in the country. 

529. Tb another question whether the Housing Factory had any 
experience of constructing houses, the reply of the witness was in 
the negative. 

Outstanding recommendations 

Supply of inferior quality 1brushe:-para 97 of 15th Report (2nd Lok 
Sabha) - . 

530. Paint and varnish brushes worth Rs. 1.34 lakhs obtained ' 
through D. G. S. & D. were found to be of inferior quality and , 
poor finish and, therefore, rejected. The Committee of 1958-59 were 



informed that as a result of the recommendations of the Joint En- 
quiry Committee it was proposed that the defective brushes in 
question be accepted by the Railway with suitable reduction in 
price on the merits of each case. In para 97 of the 15th Report, 
the P. A. C. desired to be apprised of the price settlement reached 
in this case. 

531. Indicating the latest position, the D. G. S. & D. stated thzt 
the question regarding extent of reduction in prices to be made 
was under negotiation between the Supply Directorate, the Railway 
Board, and the supplying firms. The Board was insisting on a 
higher percentage reduction than that suggested by the Directorate. 
To resolve these differences, a meeting of the representatives of the 
Directorate and the Board would be held on the 14th November. 
1960. 

Purchase of British standard locomotive components and fittings in 
Dollars (hard currency) instead of Sterling-para 136 of 15th 
Report (2nd Lok Subha)- 

532. A contract for supply of 470 locomotives was placed through 
I. S. M., Washington with manufacturers in Canada and U. S. A. 
with a view to avoiding any delays in the supply of locomotives. 
The manufacturers were permitted to place orders for certain 
components and fittings directly on suppliers in U.K. which ipso 
facto involved payments for these items being made in Dollars 
instead of Sterling. As a result of this decision Government had 
to incur a loss of Rs. 4.5 lakhs on this deal. The manufacturers 
were not able to keep the target date for the delivery of the loco- 
motives because of the failure on the part of the U.K. firms to 
supply the componeilts in time. The Committee, therefore, enquir- 
ed the possibility of claiming liquidated damages from the manu- 
facturers for the delay in delivery of locomotives. The Committee 
were informed that although the contract contained a clause re- 
garding liquidated damages the question was not specifically con- 
sidered by the I. S. M. perhaps because the delays were not con- 
sidered unrea~ona~ble. In para 136 of the 15th Report, the Com- 
mittee deprecated the action of the I. S. M. and the Ministry of 
W. H. & S. for being lenient in the matter of exaction af penalties 
and desired that responsibility should be fixed in the matter. 

533. Explaining the reasons for the non-enforcement of the liqui- 
dated damages clause, the representative of the Ministry of Works, 
Housing and Supply stated that this clause was hedged in by two 
saving clauses which read as follows: 

(i) "In the event, delays are encountered in obtaining certain 
specialities from British firms in Great Britain, such 



14f 
delays shall be considered excusable within the mean- 
ing of this clause, provided you furnish evidence that 
every reasonable effort was made to expedite the sup- 
ply of such specialities. 

(ii) Time is the essence of the contract, but completion with- 
in the period specified herein shall be subject to delays 
due to causes beyond reasonable control, including, but 
not restricted to, acts of God; agreed changes in speci- 
fications or designs, and delays.. . . . . . . . . .  2. 

As the main reason for the inability of the manufacturers to adhere 
to the scheduled date was a failure on the part of the U. K. firms 
to supply the components and fittings in time, in terms of the 
first saving clause, the delay on the part of the manufacturers had 
to be considered as excusalble and as such the question of the en- 
forcement of the 'liquidated damages' clause did not arise. As to 
the proviso to this clause, the witness stated that on the basis of 
the records available with them, the Ministry were satisfied that 
the manufacturing firms did make every reasonable effort to get 
the supply of components by the U.K. firms expedited. 

534. The second saving clause had also weakened Government's 
case for the recovery of liquidated damages. Changes in specifica- 
tions and designs had been notified to the manufacturers by the 
Railway Board. On being pointed out by the Committee that 
according to the evidence of the representatives of the Railway 
Board tendered before them, the changes in specifications were only 
of a minor nature, the witness referred to the following opinion 
given by the Ministry of Law in this behalf: 

"One of the reasons for the delays is stated to be agreed 
changes in the specifications a,nd designs. Once 
it is proved that agreed changes in specifica- 
tions and designs did take place-regarding which there 
does not appear to be any great difficulty-the result 
would follow that the consequential delay would be 
excusable under the terms of the contract. The ques- 
tion whether the agreed changes in the specifications 
and designs were or yere  not material1 or entailed 
variations in price is also irrelevant for the purpose 
under consideration. . . . . . . . .  .". 

535. The Committee inquired why the India Supply Mission, 
Washington had agreed to the inclusion of these saving clauses in 



the contract. The witness stated that but for these clauses, the 
nanufacturers would not have agreed to the inclusion of the liqui- 
dated damages clause in the contract except at very high prices. 
The witness added that even in the case of some contracts recently 
concluded by the Railway ~oard , ' the  saving clauses on the above 
lines had had to be inserted. 

536. The Committee then referred to the note furnished by the 
Ministry of W. H. & S. from which it appeared that in view of 
saving clauses included in the contracts with the firms in the U.K. 
and the U.S.A., it might not be normally possible to claim liquidat- 
ed damages for delays in supply. They wanted to know whether 
the Ministry had examined what sadeguards were necessary to pro- 
tect the interests of Government against such risks. The represen- 
tative of the Ministry stated that no safeguards could be provided 
in such cases and that Government would have to accept the posi- 
tion as it was, the market for complicated machinery, being a sellers' 
market. 

537. Earlier, in reply to a question why the payment for the 
components supplied by the British firms was made in dollars 
instead of Ster!ing, the witness stated that the devaluation of sterl- 
ing could not be foreseen then. 

Delay in forwarding Statements showing action taken on the 
mommendations of Pac 

538. The 18th Report of P.A.C. on Civil Accounts was presented 
to Parliament in April, 1956. Out of 28 recommendations pertain- 
ing to the Ministry of W.H. & S. contained in this Report, the Minis- 
try had furnished replies in respect of 18 paras only. Similarly, 
out of 21 recommendations contained in the 25th Report, the Min- 
istry had furnished notes on two paras only. 

539. Pointing out that the Ministries were normally expected to 
furnish notes/statements pursuant to the recommendations of the 
Committee within a period of four weeks, the Committee desired to 
know the reasons for delay in the present case. The representative 
of the Ministry of W.H. & S. promised to furnish a note setting forth 
the requisite information. 

ASHOKA ~ O T E L S  LIMITED 
Audit Report (Civil) 1980 

Purchase of Hotel furniture-payment of sales tax-para 88 (i), page 
1% 

540. A sum of Rs. 46,548 was paid between November, 1956 and 
November, 1957 to a firm on account of sales tax on furniture worth 
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%. 11:52 lakhs supplied by them to the Hotel. This tax was not 
stipulated either by the Promoters or by the suppliers at  the time 
of the issue of the purchase order. Under the Sale of Goods Act, sales 
tax was not recoverable from the purchaser unless stipulated as such 
in the rates tendered by the seller and accepted by the buyer. Since 
sales-tax was not mentioned specifically in the purchase order, the 
payment of Rs. 46,548, according to Audit, constituted an overpay- 
ment. 

641. In evidence, the representatives of the Ministry of Works, 
Housing and Supply and the Ashoka Hotels stated that though pay- 
ment of sales-tax by the purchasers was a deviation from the normal 
practice, it had to be made as the non-official promoter who was then 
in charge of the Hotel Project had given a verbal understanding to 
this effect to the suppliers. The Board of Directors who considered 
the whole matter felt that the unrecorded understanding given to 
the suppliers in this regard should be honoured, and approved a 
draft agreement, clause 15 of which provided that the sales-tax 
would be payable by the owners (i.e., the Ashoka Hotels). The draft 
agreement could not, however, be sent for acceptance to the suppliers 
along with the purchase order. The reason for delay in sending the 
draft agreement for acceptance was that the Board desired the com- 
posite contract for the supply of furniture plus interior decorations 
to be split up. 

542. In reply to a question, it was stated that all purchases were 
now being made by the Hotel on the basis of written agreements. 
Purchase of defective silver plated wares-para 88 (ii) , pages 

104-105- 
543. The audit para disclosed that orders of the value of Rs. 

88,830 were placed by the Hotel on a firm at Allahabad for the sup- 
ply of silver-plated table-ware without calling for tenders. The first 
order placed on 11th December, 1956 for the value of Rs. 27,850 sti- 
pulated that the were would have .002" silver deposit which was 
expected to last at least for 5 years. No test report on the silver 
deposit stipulated in the agreement was obtained and a further order 
of the value of Rs. 60,980 was placed with the firm on 2nd February, 
1957, again without inviting any tenders. It was specified in the 
second order that the silver debsition should be 90 grammes so that 
it should last for 20 years, and it was further stipulated that articles. 
supplied by the firm would be sent for test to the Government Test 
House at Alipore and the articles would be returned to the firm if 
the test report was unsatisfactory. 

544. The silver-plated ware was tested at the Government Test 
House whose report dated 17th June, 1957 indicated that (a) the 



thickness of silver deposit was only .0003" as against the stipulated 
thickness of .002", and (b) the lead content of the base metal was 
abnormally high (being 3'0 per cent) and the  use of such lead in 
table-wares was quite objectionable. Before, however, the  Test 
Report was received, the Hotel had made a payment of Rs. 61,680.50 
to the firm, followed by two further payments totalling Rs. 17,205 
in May/June, 1958 and in August, 1959. 

545. Consequent on the Test Report the firm agreed to replate 
the table-ware but actually the Hotel did its own replating on 97 per 
cent of the table-were on the ground that the firm had agreed to a 
lumpsum deduction of Rs. 1,500 in lieu of redoing the silver plating 
for the lot and had agreed to keep a sum of Rs. 8,890 as security 
deposit covering a 5 years' guarantee of quality given by the firm. 

546. Audit felt that the deduction of Rs. 1,500 only from the firms' 
bills was grossly inadequate. 

547. Explaining the rea:;ons for placing orders on the Allahabad 
firm without calli~ifi for tenders, the representative of the Ashoka 
Hotcls :;ta!ecl that  about half of the requirements of the Hotel had 
bccri purchased from Germany by an oficer specially deputed for 
the purpose. Thp other half had to be sccuxd urgently if the Hotel 
was to function proper1,v. Tile main firms dealing in silver-plated 
ware were, thereforc, invited to produce samples which were tech- 
nicullv nsscssccl by t he  Hotel ?1I;:n3gci,. a Swiss National. According 
to him, the Allahabad firm which had already been doing plating 
work for two eminent firms was the most suitable for the purpose. 
He. accordingly, recommended that ra'hei. than experimenting with 
wares to be produced by untried firms, the Hotel should place orders 
on the firm in question. His recommendation was accepted by the 
management. 

548. Dealing with the question of thickness of silver deposit, the 
witness stated that as against the thickness of .0003" indicated by 
the test report of the Aliporc Test House which was based on chemi- 
cal method, the test report of the Engineer of the Hotel, based on 
the measurement by a micrometer after peeling off the silver content 
conducted at the National Physical Laboratory showed that the thick- 
ness was quite according to specifications, i.e., .002." The test reports 
of the Chemistry Department of the Allahabad University and of the 
Industrial Chemist* to the Government of U.P.-which were also 
based on measurements similarly done-showed the same result as  

'Not recognis~l by  the Ministry as having been b a d  on samples supplied by the 
nufacturing flrnl. 



l k l  
t h e  test report of the Engineer of the Hotel. Further, the thickneslr 
.of silver plating of the German table-ware also-which was the 
model in the present case--was shown by the test report of the Ali- 
pore Test House, based on chemical method, as .0005" as against 
.002" recorded in its specifications. The witness in this connection 
also referred to the following note contained in the test report of the 
Industrial Chemist to the Government of U.P.: 

"Thickness by chemical method cannot be said to give correct 
results as it is noi cerlainly known that all the silver 
has been extracted completely. 

The miscroscopic method, if carried out properly, gives a more 
reliable and definite result. . . . . . . ."  

549. Referring to the lead-content of the base metal (viz., 3.0 per 
cent), the witness stated that the specification of the German base 
metal was different from that of the Indian base metal. The Ger- 
mans handled this metal in the form of sheets and pressed them to 
the form rec:ulr.cd in h o ~  presses. In India, there were no arrange- 
ments for ko! pressinq and it was, therefore, not possible for the 
Indian manufacturers to reduce the lead-content. 

550. As to the effect of higher lead-content, the witness stated 
that according to expert opinion, so long as silver plating was main- 
tained on the surface of base metal, there was absolutely no risk of 
food poisoning. To cnsurr ',!;is, the management had acquired a 
most modcrn silver-plating plant. 

551. The Committee then desired to know why, as stated in the 
Audit para, the Hotel management did not accept the firm's offer to 
replnte the whole table-ware and instead agreed to do its own replat- 
ing ~ ? n  97(:/1 of the ware, in lieu of a lumpsum deduction of Rs. 1,500. 
Ti12 witness stated that the base metal could hold only a given thick- 
ness of silver and any deposit beyond that would have peeled off as 
it actually happened in one case in which an attempt was made to 
do so. The second reason was tbat the Hotel was then feeling an 
acute shortage of equipment due to which it could not cater to  the 
needs of about half of its customers; in the circumstances, sending o? 
the wares to Allahabad for replating would have made the problem 
more acute. Thirdly, as stated above, the management had acquired 
a most modern electro-plating plant. 



552. The witness denied that about 97 per cent. of the table-ware 
p u r c h e d  from the firm in question had been replated by the Hotel. 
What the management had done in the present case was ta film the 
wares with a microscopic film through periodical 'cyanide baths' 
which resulted in a very fine deposit on the wares. This was done 
to give the wares a shining and attractive look. Such filming, he 
added, was a normal affair and had nothing to do with any deficiency 
in the thickness of original silver plating. 

553. Regarding the lumpsum dAc t ion  of Rs. 1,500. he stated 
that this amount was considered sufficient for replating upto a thick- 
ness of .002", 400 vessels out of a total of 1929 supplied by the firm. 
As against this, it had been found necessary to replate only 12 ves- 
sels during the last four years, and those too due to the negligence 
of the hotel servants. 

554. The Committee then enquired how the price and quality of 
the Indian table-ware compared with that imported from Germany. 
The witness stated that the Indian ware was cheaper despite the fact 
that there was no special concessional price for industrial silver in 
India as obtained in Germany. As to quality, he stated that the 
Indian ware had served the purpose as well as the foreign ware and 
there was nothing to pick and choose between the two. 

555. Earlier, in reply to a question as to why the second order was 
placed before the ware ordered in the first lot had been tested. it 
was stated, that the first order did not stipulate that vessels should 
be passed by a test at the Test House. Further the Hotel's require- 
ments of silver-plated ware being very heavy, the second order had 
to be placed in close succession to the first. 

556. The Committee then adjourned till 10.00 hours on Friday,. 
the 4th November, 1960. 
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DEPARTMENT OF' AGRICULTURE 

Audit Report (Civil), 1960-Part I 
Suspected loss of Gove~nment money due to non-observance of 

Ft,tancial rules, para 37-pagcs 44-46- 

558. Following the detection of unaccounted shortages of 
Rs. 10,842.67 in an ~n~por tnn t  officc In Nuvcmber, 1958, the matter 
was reported t o  Government a d  the cashier was suspended with 
efFert lrom 6th January, 1959, A spccxl audit of the accounts of the 
office for the per~od 1st April, 1956 to 31st August, 1958 undertaken 
jn March, 1959. at the instance of the Ministry, revealed non- 
accountal and n suspected misrppropriation of Rs. 20,818 by the 
cashier. Lack of  control 03 the part of the supervisory officers and 
non-observance of the financial rules and the prescribed procedure 
had facilitated the loss. A Departmental investigation into the whole 
case was also being conducted, results of which were awaited 
(September, 1959). Meanwhile it had been suggested to the Depart- 
ment that they should reconstruct the accounts f o ~  the entire period 
from 22nd January, 1950 to 5th January, 1959 during which the pre- 
sent cashier had held charge. 

559. Explaining the latest position, ihe Secretary stated that the 
suggestion of the Accountant General for recasting the accounts had 
been accepted and the requisite staff was being appointed. The res- 
ponsibility of two of the administrative officers wns, as  advised by the 
Ministry of Home Affairs, also being looked into. These officers had 
held charge during the period when most of the irregularities were 



oommitted. To a question, the Committee were informed that recon- 
struction of accounts was likely to take six months or even more. In 
reply to another question, the witness stated that duties of the various 
officers were given in the Codes. They were also generally told 
what they were expected to do. 

560. The Committee enquired the rensons for delay in completing 
the investigation. The witness stated that the investigation was 
taken up in 1958 on a letter from the Accountant General. Even 
before that, the Agricultural Marketing Adviser had come to the 
conclusion that the cashier should be suspended. The cashier was 
actually suspended on Jnnuary 6, 1959. A charge-sheet was issued 
to him on April 18, 1959. Thereafter an opportunity had been given 
to him to inspect the documents and submit his statement, which was 
received on April 9, 1960. The Secretary assured the Committee 
that the investigations would be expedited. 

561. The Committee enquired why Governmrnt money was allow- 
ed to be kept in the cashier's sole custody under single lock when it 
was provided in the codes that the system of double lock should be 
followed in the matter of custody of cash. The witness stated that 
the matter had been brought to the Ministry's notice only after the 
various irregularities had been committed. The defect had, how- 
ever, since been rectified. To a question, the Committee were 
informed that the cashier's contention was that payments had actually 
been made but not entered in the records and that could be verified 
only after the reconstruction of the accounts. 

Loss on the disposal of agricultural implements-para 40, page 49- 

562. The irregularities in connection with the purchase of 1,256 
defective implements from an Indian firm for use in Disposals Trac- 
tors had been commented upon by the Public Accounts Committee in 
their Seventh and Twelfth Reports (First Lok Sabha) and Seventh 
Report (Second Lok Sabha). Out of 1,250 units, 39 had been dis- 
mantled in 1950, 1953 and 1958 and 76 disposed of during 1948-56 by 
the C.T.O. at  a net profit of Rs. 31,801. The remaining 1,135 units 
had been disposed of in January, 1959 through the D.G.S. & D. at a loss 
of Rs. 32,54,184. The entire pansaction had thus resulted in a net 
loss of Rs. 32,22,383. , 

563. The Secretary of the Ministry stated that the implements 
manufactured about 14 years back had been found defective from the 
very start. Following an enquiry by an ex-High Court Judge, ser- 
vices of an expert from the F.A.O. were obtained to find out which of 
those implements could be made serviceable. Out of the five sets, 



the expert thought 4 could be remodelled. The Government, how- 
ever, decided that the wholesale remodelling of the implements should 
be resorted to only if there was a demand for them. The State Gov- 
ernments who were addressed in the matter did not evince any 
interest in the remodelled implements. Eventually, it was decided 
to dispose them of through the D.G.S. & D. who had duly cautioned 
Government earlier that the implements might have to be sold almost 
at a scrap value of slightly more than Rs. 6 lakhs. In auction, how- 
ever, more than Rs. 8 lakhs were realised. 

564. The Committee enquired how it  had been stated that profit 
was realised in the disposal of 76 implements. The witness obsenred 
that those were the best ones which were required by the State 
Governments. They could, therefore, be sold at a good price. The 
remaining implements would not have fetched better price than that 
obtained in drisposal by the D.G.S.&.D. even if the disposal action had 
instead been taken by the C.T.O. Asked about the responsibility of 
the manufacturing firm the witness stated that about Rs. 3 lakhs had 
been realised from the firm. To a question the Committee were 
informed that the firm had hccr more OT less blacklisted. 

565. The Committee enquired why so many implements were 
acquired before they had been tried in the field. The witness stated 
that the contract was placed in 1946 when C.T.O. had just been 
formed. By the time defects were noticed, the supply had been 
completed. 

Irregularities in the Accounts of Forest Department, Andamans- 

Reclassification of Timber from one quality to another-para 38 ( i )  , 
page 46- 

566. The agreement between Government and the licensee specifies 
different formulae for the calculation of royalty for different spicies 
of timber based on their marketable mtegories. Under clause 13 of the 
agreement, two species of timber, viz., "Gurjan" and "White .Chug- 
lam" could be categorised either as plywood (higher category) or as 
hardwood (lower category) at the discretion of the Chief Conser- 
vator of Forests according to the actual quality of the logs extracted 
from time to time, the decision of the Chief Conservator of Forests 
being final. It was, however, noticed in audit that the above species 
of timber, classified at a higher rate of royalty was subsequently 
reclassified to a lower rate, apparent$ only on the strength of the 
firm's statement that the particular lots of timber could not be sold 
in Calcutta market according to the departmental classification given. 
A test check by audit revealed that the royalty forgone in those cases 
amounted to Rs. 74,929. 



567. The Secretary of the Ministry explained to the Committee 
that the legal opinion had confirmed the Audit view that the Chief 
Conservator of Forests had no power to reclassify timber which was 
once classified. But until the receipt of this legal opinion, it was 
considered that the correct classification of timber could be deter- 
mined only at the time of its auction and not at the time of export 
when it was first classified. It had also been thought that the Chief 
Conservator of Forests could review his own decision if the quality 
of timber was found to be different from that ddermined earlier. 
The witness, however, admitted that it was a mistaken notion as it 
was not in accordance with the terms of the agreement. But as it  
was a mistaken notion, there was no ground for action against the 
Chief Conservator of Forests. To a question, the Committee were 
informed that the classification end reclassification had been done by 
the same od8cer. 

568. The witness informed the Committee that the Ministry had 
since issued instructions that timber should be classified only at the 
time of export. Asked whether the lessee had accepted this, the 
witness stated that his acceptance was not necessary. The lessee, 
however, was likely to contest this as he m s  contesting other terms 
of the agreement. In reply to another question, it was stated that 
the arrears of royalty due from the lessee amounted to about Rs 14 
lakhs. 

569. The Committee enquired whether Government could reopen 
the transaction and ask the contractor to refund the amount of 
Rs. 74,929 forgone es a result of reclassification of timber to a higher 
rate. The witness stated that the matter was under examination 
in consultation with the Ministry of Law. 

Short recover9 of royalty on timber-para 38 (ii) , pages 46-47- 
570. Thr agreement provided for the payment of royalty, inter 

aliu, on hard wood end ornamental wood calculated at 50 per cent. 
of the. f.0.b. price determined by the Chief Conservator of Forests 
each quarter of a year on the timber sales at opm auction held for 
contractor's timber at his depot and for departmentally extracted 
timber at Government's depot. The weighted avemge price fetched 
at the lessee's depot and the Government's depot formed the basis 
of calculation of the said f.0.b. price. and the royalty. The lessee 
had not, however, held any auctions during the years 1955-56 and 
1956-57 but sold the timber bjT private negotiation and did not dis- 
close the prices realised by him. The dep'rtment, therefore, billed 
him for royalty for the year 1955-56 on actual extractions on th'e 
basis of the weighted average price realised in the sale of similar 
timber in the Government's awn depot at Calcutta. When the 



contractor did not agree to pay royalty on the basis of the prices 
realiscd in the Government depot, the Government decided to charge 
royalty from the lessee for the years 1955-56 and 1956-57 at the 
auction rates prevailing in 1954-55 at his own depot. This relaxa- 
tion of the agreement by Government had resulted in royalty being 
forgone to the extent of Rs. 2-18 lakhs. 

571. The Committee asked the reasons for relaxation of the agrce- 
ment. The witness stated that the relevant clause of the agreement 
required that "the price of logs of timber per ton shall be generally 
determined by sales by open auction conducted under the joint 
supervision of the Chief Conservator's nominee and the licensee. . . ". 
But as the lessee did not sell the timber by auction during the period 
in question, the basis for fixation of royalty was not available and, 
therefore, the agreement was relaxed. The witness added that 
according to the Ministry of Law, holding of auction was not obliga- 
tory for the lessee. Asked whether he could withhold information 
regarding the price realised by him, the witness stated that the 
lessee could not be forced to disclose that information. The Addi- 
tional Deputy Comptroller and Auditor Geneml pointed out that the 
clause of the agreement quoted above further provided that in case no 
auctions of timber were held the price of the timber could be deter- 
mined by such other methods as might be approved by the Chief 
Conservator of Forests. The lessee's refusal to disclose the price 
rcalised through sale by negotiations constituted, therefore, a breach 
of the agreement. The representative of the Ministry elso admitted 
that the contractor who was under an obligation to give a statement 
of prices realised by him every vuarter, had refused to do so and that 
was one of the major breaches of the agreement. He further admit- 
ted thnt the agreement was rather defective and there had been 
several breaches thereof by the lessee. 

572. Asked about the steps proposed tcr be taken to avoid further 
loss to Government, the witness stated that the matter was under the 
active consideration of Government. After some discussion, the 
Committee desired to be furnished with a note detailing the breaches 
of the agreement by the lessee, the reasons for delaying action against 
the lessee, the amount outstanding and steps proposed to be taken to 
recover the same. 

Ex-gratia refund of interest part?y ~ecovered and non-recovery of 
interest due under Agreement-para 38(iii), page 47- 

573. The firm had also hiled to make the quarterly payment of 
royalties, due to Government under the agreement, for long periods. 
Failure on the,part of the firm to pay the royalty due within 30 days 
of the receipt of the bill entitled Government to charge interest at 12 
per cent. per annum on unpaid balance, to stop further exploitation 



.and ultimately to cancel the licence if payment of the unpaid balance 
together with interest was not made by the firm within a year of the 
~ c e i p t  of the bill. Upto May, 1958 the amount of royalty due from 
the firm had accumulated to about Rs. 31 lakhs. In  the meantime, 
the  firm which had been served with a notice of cancellation of the  
Agreement in Ililarch, 1958 had made a request for extension of time 
by two months from the date of expiry of the notice. While grant- 
ing the extension, Government entered into a Supplemental Agree- 
ment  in April, 1958, whereby, inter alia the firm undertook to pay on 
or before the 12th June, 1958 all Government dues on the timber 
exported upto 12th June, 1957. While settling the above payment, 
t h e  firm not only declined to pay any interest on overdue arrears 
under the principal agreement but also claimed refund.of Rs. 55,052.50 
which had been recovered from it upto 1956 on account of such 
interest. The firm contended that under the Supplemental Agree- 
ment of April, 1958 only arrears of royalty were payable by them 
and not interest for late payment as provided under the principal 
agreement. Although the Administrative Head of the Union Terri- 
tory held that the payment of royalty should include interest, the 
sum of Rs. 55,05250 had been refunded by Government to the firm 
ex-gratia in October, 1958. The formal sanction of Government had 
not been communicated to Audit (December, 1959). 

574. The witness explained that a telegram was sent to the Chief 
Conservator of Forests on October 14, 1958 stating that "interest 
charges on royalty should not be taken into account in intimating 
outstanding royalty. Interest amount may be taken separately and 
allowed to be paid by them on or before the 31st October, 1958". The 
telegram was misunderstood by the Chief Conservator of Forests as 
he thought that only the principal amount was to be realised and 
interest returned. In reply to a question, the Committee were 
informed that out of Rs. 31 lakhs due from the firm, Rs. 16.06 lakhs 
had been realised. When the Committee observed that they saw no 
direction in the t e l e p m  directing the refund of Rs. 55,052:50 to the 
6rm (from whom Rs. 16 lakhs were still outstanding), the witness 
admitted that the amount should not have been returned. Asked 
whether the explanation of the offic-r was obtained, he replied in the 
negative but assured the Committee that this would be done. The 
officer was stated to have reverted since to the State Government. 

Misappropriation of sale proceeds of Export Quota Rights, para. 39,. 
pages 48-49- 

575. A Central Purchase Organisation entered in!o an agency 
agreement with a firm on 31st October, 1956, for the purchase, blend- 
ing and supply of tea to Defence Services during the period 14th 
3981 (c) LS-11. 



July, 1956 to 31st May, 1958. The agreement stipulated reimburse- 
ment of the cost of the tea a t  "actuals" plus remuneration for other  
services rendered by the purchasing agents. In order that the  
blended tea might conform to the "indentor's" Specifications, the 
agents had often to purchase a superior quality of tea meant f o r  
export, and the 'Export Quota Rights' thus accruing had been later 
on, sold by the agents to other dealers interested in tea export. 
Although the agreement was silent on the subject the agents used 
to credit the sale proceeds of such quota rights to Government by 
deducting the amounts from their bills for the cost of tea. 

576. In the course of a local audit of the accounts of the agents 
conducted in June, 1957, it was noticed that a sum of Rs. 4,61,169 
realised by the agents as sale proceeds of Export Quota Rights 
during the period September, 1956 to January, 1957 had not been- 
credited by them to Government either directly or bv way of deduc- 
tion from thejr bills. In the periodical returns submitted to the 
Purchasi. Organisation and its ~ c c o u n t s  Officer during that period, 
the Agents had shown the quantity a~nd the rate at  which such quota 
rights were contracted for sale, but they indicated the amount 
realised on account of such sales as 'Nil' and claimed payment for  
the full cost of tca amounting to  Rs. 35,50342 which was paid. 

577. The Purchase Organisation requested the agent firm on 4th 
July. 1957 to deposit the money but in spite of repeated reminders, 
the firm failrd to do so. Government on 19th September, 1957 
forfeited the securitv deposit of Rs. 98,664 and also withheld a n  
amount of Rs. 1,286 due to the firm on other bills. The firm had 
gone into liquidation on 11th March, 1958 and a claim for the balance 
of recovery of Rs. 3,84372 (including further sums of Rs. 7,620 due  
on other accounts and Rs. 15,733 as interest) had been lodged by 
the Organisation with the official liquidator on 7th May, 1959. The 
recovery was still awaited (November, 1959). 

578. According to Audit, that firm had within the knowledge of 
the Purchase Organisation temporarily withheld an amount of afbout 
Rs. 10 lacs on account of sale of Export Quota Rights during the  
year 195455 against an earlier contract. Despite that fact the 
Department took no special safeguards to ensure that the sale pro- 
ceeds of the Export Quota Rights were credited to Government 
account immrdiately after realisation. 

579. Elucidating the system of purchase of quality tea, the witness 
stated that Export Quota Rights vested with the blenders to the  
extent of the better quality ten owned by them. With the sale of such 
tea at  the auctions, the ownership of the corresponding Expor t  



Quota Rights also passed to the purchaser. The rights thus accruing 
to the purchaser could separately be resold by him in the market. 
Asked whether the Organisation itself could not acquire such rights 
to avoid malpractices, the witness stated that the agency system 
had been in opcration since 1918 and the case under discussion was 
the first of its kind. It  was further stated that blending of tea was 
an expert's job. The misappropriation had occurred not because of 
any defect in the system of purchase, but was duc to the agents 
not crediting the sale proceeds of the export quota rights in time. 

580. Questioned about the failure of the officers concerned to 
notice the misappropriation, the witness stated that the returns 
submitted by the agenl gaj7e a ~~:i.,lt.:.'diilg impression that the sale 
proceeds of the rights contracted for  sale had not been realised by 
him. In reply i t )  a question, howcvc,r. the witness agreed that had 
the Director of Purchase 2nd the Chief Accounts Officer been 
vigilant the moneys withhcld would have hccn detccted after a 
couple of months. But  by the time they dctccted the mistake the 
firm had gone into liquidation. Asked why in the meantime the 
agcnt's bills for the purchase of tea were paid, the witness replied 
that as the purchase of tea preceded the sale of export quota rights 
by the agent, the two transactions had to be separately considered; 
therefore paymcnt of the bills for the purchase of tea. could not be 
withheld. 

581. The Committee polnted out that there was need for caution 
in dealing with the firm who had withheld an amount of about 
Rs. 10 lakhs on account of sale of export quota rights during the  
year 1954-55 against an earlier contract. The witness stated that  
the firm then had a reasonable case for its default and there had 
also been a default at  Government's end. Afterwards the firm had 
been making regular payments. 

582. The Committee desired to know whether the Department, 
in consultation with the Ministry of Law, examined whether there 
was not a cause for suing the various individuals constituting the  
firm for breach of trust etc. The witness said that the Law Minis- 
t ry would be consulted as suggested. 

DEPARTMENT OF AGRICULTURE 

Appropriation Accounts (Civil), 1958-59, volurnk VII-Grant No. 44- , 
Agriculture 

Uneconomical working of a farm-Note 15, page 66- , 

583. A total expenditure of Rs. 28.297 was incurred during the 
three years ending 31st March, 1959 on the direct charges, as labour, 



cost of seeds and fertilizers for the cultivation of a farm attached 
t o  an Agricultural Machinery Utilisatian Training C a t r e ,  for impart;- 
ing practical teaching in agronomy and the use of modern agricul- 
tural machinery. The value of the farm produce realised was only 
Rs. 9,608 while the wages paid to labourers alone during the period 
were nesrly tw~ce  the value of the produce, 

584. The witness explained that the main objective of running 
the farm was to impart training in the utilisation of agricultural 
machiniry. The land was uneven and intercepted by gullies 
requiring development at a heavy cost. To a question, the Com- 
mittee were informed that 400 persons had been trained at the 
farm. 

Irregularities in the maintenance o f  proforma accounts of Manure 
Supply Scheme, Note 16, page 66- 

585. Under the Manure Supply Scheme, manures were purchased 
and distributed by a State Government to bona fLde cultivators at  
subsidised rates and the amount of subsidy was shared equally by 
the Central and the State Governments. To determine the grant- 
in-aid payable by the Centre, the State Government was to maintain 
proper accounts on a proforma basis. But the proforma accounts 
for the y e a s  1950-51 and 1951-52, kept by the State Government, 
were found to be defective. 

586. Subsidies for the years 1950-51 and 1951-52 aggregating 
Rs. 9,52,345 were provisionally adjusted to the credit of the State 
Government. As the accounts of the Depots in a district were not 
forthcoming, the Slate Government expressed their inability to 
reconcile differences in pruforrnn accou,~ts aild to rect:fy Ih'e defects. 
In February, 1959, G o v ~ n m p n ~  of India accepted. as a very special1 
case, the request of the State Government to treat provisional 
adjustments (on the basis of the unreconciled proforma accounts) 
as final. 

587. The Committee were informed that the transactions related 
to the years 1950-51 and 1951-52 and the defects came to the notice 
of the Department in 1957. Thc State Government having failed 
to effect reconciliation of figures the advice of the Ministry of Finance 
was sought. As the matter was rather old and some of the records 
were not available, on advice of the Ministry of Finance provisional 
adjustment had now been treated as final. To a question, the Com- 
mittee were informed that proforma accounts of the scheme were 
being properly maintained since. 



Loss of Rs. 9,065 on account of construction of a Copra Kiln at  
Baclagara-Audit comment 3, page 69- 

588. In November, 1947, the Indian Central Coconut Committee 
sanctioned the payment of a sum of Rs. 12,900 as subsidy to the 
Malabar district cooperative produce sale society, Kozhikode, for  
meeting the cost in full, of constructing a hot-air copra kiln a t  
Badagara. The amount was paid to the society in 1954-55 on the 
condition that the kiln should remain the property of the Committee 
after construction. The construction was done by the society them- 
selves and the total expenditure came to Rs. 15,065. The difference 
of Rs. 2,165 was paid to the society during the year 1957-58. The 
Committee decided in March, 1956 to dispose of the kiln before i t  
was operated, as it was found that the site on which the same was 
constructed was defective in many respects alnd that a further sum 
of Rs. 5,000 would have to be spent for making the kiln workable. 
The kiln was sold to the above mentioned society itself at a cost 
of Rs. 6,000 resulting in a loss of Rs. 9,065 to the Committee which 
could have been avoided had the fitness of the site been duly 
examined before the construction of the kiln. 

589. The Additional Secretary of the Department explained that 
failure of the scheme was largely due to wrong selection of site on 
recommendation of the Madras Government who had not gone into 
details. Asked whether the kiln was being used by the Society, the  
witness stated that the venture had been a failure. Apart from the 
unsuitnbil~ty of site, copra kiln drying was not popular as the 
traditional sun drying of copra was effective and cheaper. 

Non-implementation of the schemes, pages 44-45- 

590. The Committee noticed that money had originally been pro- 
vided for schemes for Seed Multiplication Farm (Rs. 2'38 crores), 
Key Village Schemes (Rs. 52.81 lakhs), High Agricultural Edvcation 
(Rs. 35 lakhs), etc. But later on the provisions had been withdrawn 
by reappropriation. 

591. The Secretary of the Department explained that Seed Multi- 
plication Farm scheme was not implemented because of the non- 
availability of land at the stipulated ceiling price of Rs. 500 per acre. 
Expenditure on some of the other schemes, Ae stated, was debited. 
to other heads of account to which funds had also been transferred 
by reappropriation. As regards the rest, it was stated that the 
provision of funds was originally made on the basis of indications 
available in the course of discussions with the representatives of 



the States regarding their requirements. The witness assured the 
Committee that the procedure had since been revised and that no 
scheme was now being included unless that had more or less been 
finally accepted as a result of discussions with State Governments. 

592. According to Audit, the closing balance of the Indian Lac 
Cess Fund on 31st March, 1960 amounted to Rs. 18,56,459. Though 
there had been a steady decrease yet it was quite high. 

593. The Committee wanted to know the steps taken for improve- 
ment in the utilisation of funds. The Additional Secretary of the 
Ministry stated that since 1958 the Lac Cess Committee had 
accelerated its rcsearch programme. With a view to step up pro- 
duction, 35 broad lac farms and 14 nuclear broad lac farms had been 
established. It had also got a programme of building godowns a t  
market centres which had earlier not been well progressed by the 
C.P.W.D. resulting in lapse of funds. These buildings had since 
come up. There was also e proposal to construct an air-conditioned 
godown at Calcutta. The land for the godown could be acquired 
after spending a good deal of time. The storage facilities were thus 
being increased so as to stabilise the prices. 

594. The witness also informcd the Committee that the Indian Lac 
Research Institute had recently discovered that a certain ordinary 
plant could serve as a host for the brood lac insects. Thus it 
would no longer be necessary to depend solely on the tree hosts. 

595. Asked as to the reasons for the fall in exports the witness 
stated that lac was facing a serious competition from synthetic 
resins which were much cheaper. Lac was also susceptible to 
weather conditions resulting in price fluctuations unlike synthetics. 
Asked about steps taken to improve export, he stated that publicity 
arrangements in U.K. and U.S.A. were being improved. An expert 
from U.K. had made certain recommendations in order to improve 
the Lac Research Institute and to utilise lac in various industries. 
As regards growth of internal consumption of lac the witness 
expressed the view that it would increase with the electrification 
in the country and rise in the standard of living. 

596. When pointed out that there had been no planning or fixation 
of target for internal consumption or for export during the First 
Five Year Plan, the witness admitted that the working of the Cess 
Committee had been unsatisfactory for some years and it was being 
reconstituted to improve its administrative apparatus so that 



schemes  were quickly sanctioned and processed. He assured the  
Committee that targets for internal consumption of lac would now 
be fixed. To another question he stated that lac production target 
.during the Third Five Year Plan had been fixed a t  17 lakh maunds 
per annum. 

INDIAN CENTRAL TOBACCO COMMITTEE 
Loss on the sale of securities in 1951-52 and 1952-53, Audit Comments 

(i), pages 78-79- 

597. The Government of India did not pay the annual grants due 
to the Committee for the years 1949-50 to 1951-52. With a view to 
finance its activities, the Committee sold, with the sanction of the 
Government of India during the years 1951-52 and 1952-53 some of 
its investments of the face value of Rs. 15,94,200 (3 per cent Gov- 
e rnment  of India Loan, 1966-68, Rs. 7,00,000, 3y1, Government of 
India loan 1959-61 Rs. 5,00,000, and 29 per cent Government of India 
Loan, 1962, Rs. 3,94,200) for Rs. 14,73,825. The net loss on the sale 
of investments was Rs. 1,20,375. 

598. The Additional Secretary of the Department explained that 
Government had not paid annual grants to the Tobacco Committee 
for  the years 1949-50 l u  1951-52 as i t  had enough funds to carry on 
its work during those years, albeit in securities. Government felt 
tha t  ~nvestment  of funds was not the job of the Tobacco Committee. 
The Government were aware that the Committee might suffer loss 
on the sale of securities but they could not allow funds being locked 
up. In reply to a question, the Committee were informed that 
although there was some loss when the securities were sold, the 
Tobacco Committee had also gained by way of Interest in previous 
years. 

599. The Committee the?! ndjoz~~lzed till 10.00 hours on Saturda3 
the 5th November, 1960. 
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(Present during the consideration of the Accounts of the Ministry 
of Food and Agriculture (Department of F w d ) .  

Shri B. B. Ghosh, Secretary. 

Shri S. Vohra, Managi,?lg Director, Central Warehousing Cor- 
poration. 

Shri B. S. Bhatnagar, Deputy Financial Adviser. 

(Present during the consideration of the Accounts of the Ministry 
of External Affairs). 

Shri Y. D. Gundevia, Special Secretary. 
Shri E. Gonsalves, Deput?! Secretary. 
Shri B. Mukherji, Financial Adviser, 
Shri Raj Kumar, Depuly Financial Adviser. 

Ministry of Finance (Department! of Economic Afjairs) 
Shri R. K. Mukherji, Under Secretary. 

MINISTRY OF FOOD & AGRICULTURE 

Appropriation Accounts (Civil), 1958-59, Volume VII Grant No. 119- 
Purchase of Foodgrains 

Proforma Accounts of Foodgrui,t~s-Audit Comments, pages 143-144- 

601. The Public Accounts Committee (1959-60) in para 55 of their 
Twenty-fifth Report, Volume I1 desired that the accounts of food- 
grains should give a clear and comprehensible picture of the work- 
ing of the scheme to Parliament. With that end in view they 
recommended that the Ministries of Finance and Food & Agriculture 
should in con;u'lntion with Audit devise the form in which the 
Accounts should be prepared. 

602. The Additional Deputy Comptroller & Auditor General 
informed the Committee that the matter had been discussed with the 
Ministries in September, 1960 when the figures booked in Govern- 
ment accounts were evidely divergent from those shown in the pro- 
forma accounts, the discrepancy on expenditure and receipt sides 
being of about Rs. 86 crores and Rs. 35 crores respectively. I t  wa's, 
therefore, considered necessary to reconcile those differences. The 
Chief Pay & Accounts Officer of the Ministry of Food & Agriculture 
had more or less been able to reconcile those differences although 



his formal report was still awaited. On receipt of his report the 
matter would be examined in detail by Audit and further discussions 
held to find out whether the proforma accounts of the scheme could 
be prepared on more or less commercial lines. The Additional 
Deputy Comptroller & Auditor General, therefore, suggested that 
examination of Audit comments in detail might be held over. 

Losses, writes off, etc.--Note 4, page 134- 

603. According to Audit a sum of Rs. 25,47,710 had been written off 
by the competent authority. That sum was composed of the follow- 
ing major items: 

Rs. 
( i )  Loss of foodgrains in storage depots . . 12,90,144 

(ii) Loss of foodgrains in transit . . 11,16,909 

(iii) Loss on account of foodgrains becoming unfit for human 
consumption. 69,880 

604. The Committee enquired how foodgrains were rendered unfit 
for human consumption. The Secretary of the Ministry explained 
that in a big godown with 15 to 18 stacks some quantity of grains in 
the lowest stack got deteriorated if the stacks remained without any 
turn-over for a time. In reply to a question, it was stated that this 
loss was quite different from the loss shown in item (i) above which 
represented physical shortages only. To a further question, the 
Committee were informed that foodgrains declared unfit ior human 
consumption were examined with a view to see whether they could 
be used as cattle-feed or for starch marking or for manure and 
were disposed of accordingly. Small quantities oif foodgrains 
had, however, to be destroyed sometimes when they were either not 
found of any use at all or the trade had no demand for them. 

605. Against the loss of foodgrains worth Rs. 12,90,144 in storage 
depots, the value of the standing stocks was stated to be of the order 
of Rs. 100 crores. 

Loss in the taking over of rice and paddg from a State-Audit Com- 
ment No. 2, page 135- 

806. A loss of Rs. 50,91,728 was incurred by Government on the 
disposal of deteriorated stacks and paddy taken over from a Sta!.' 
Out of this, Rs. 1,40,561 were reported by Audit t o  be recoverable 
from the State' Government. 



607. The Committee were informed that the recovery had since 
.been made from the State Government. 

Losses, writes-off etc.--Note 4, page 135- 

608. In August, 1956, 1,078 mds. of rice and 42 mds. of paddy out 
.of the total stocks of 5,684 mds. of rice and 281 mds. of paddy, stored 
In four godowns. in a Union territory had been damaged by flood. 
The damaged grains had been declared unfit for consumption and 
,destroyed. The resultant loss of Rs. 25,242 had been written off by 
Government in May, 1959. 

609. It was explained to the Ccmmittee that there had been un- 
precedented floods in Tripura from which none of the godowns could 
b e  saved. 

<Grant No. 120-Other Capital Outlay of the Ministry of Food & 
Agriculture-Extra expenditure on diversion of imported mgar, 
Note 26, page 169- 

610. During the pericd June, 1954 to August, 1955, an extra a- 
penditure of Rs. 15,05,625 had been incurred on diverting imported 
sugar from Madras port and on transit dues as the stocks at Madras 
had been found to be much in excess of requirements. 

611. Explaining the position, the witness stated that the object 
of the import was to bring down prices by meeting the unsatisfied 
demand. But with the import of sugar its off-teke came down from 
19,000 tons to 13,000 tons and 14,000 tons t.2 8,000 tons and then to 
3,000 tons a month. As its disposal in Madras would have taken a 
long timc, it was sent to the bigger market of Calcutta. That was 
necessary as sugar was liable to deterioration. 

612. The Committee enquired whether in view of the decreasing 
demand for sugar at Madras, the Ministry should not have diverted 
some of the sugar straightaway to other ports. The witness stated 
that that would not have made much difference as divertion charges 
had to be paid. Moreover, as the position was rather uncertain i t  
was desirable to watch the trend of demand at Madras for two o r  
three months before embraking lipon any diversion plan. 

613. Questioned whether alternative ports were mentioned in tHe 
shipping contract, the witness stated that that was done generally. 
But that could not be done in the present case due tp the prevailing 
trade conditions. 



614. Audit Report (Civil), 1960-Part I Para 84, pages 91-92: The- 
accounts cf the Central Warehousing Corporation upto 1958-59 were 
subjected to a supplemantary audit. Against a target of 100 ware- 
houses to be constructed during the Second Five Year Plan, not a 
single warehouse had been constructed by the Corporation upto the 
end of March 31,1959. It had, however, rented 9 girdowns at several 
places since December, 1957 as an experimental measure. 

615. Though the Bcard of Directors decided in March, 1959 to 
accelerate substantially the prC:gramme of the Corporation, it had 
been stated by the Corporation on April 7, 1959 to Audit that the 
target of 100 warehouses for Plan period would have to be revised 
downward for the following reasons: 

( i )  the Corporation had come into de faclo existence only in 
the middle of 1957 and several of the State Warehousing 
Corporations had come into existence even later, 

(ii) Warehousing being a new venture, the Board of Directors 
preferred to start mrehousing in hired accommodation 
as a measure of caution and in order to gain experience, 
and 

(iii) the construct,ion of warehouses had to await the acquisi- 
tion of suitable sites, preparation of designs and investi- 
gations regarding availability of steel and other building 
materials, all of which were bound to take considerable 
time and add to the delay in starting construction work. 

616. Only five warehouses were under construction during the 
year 1959-60. The total numbw of warehouses functioning during 
that year was 26 which were in hired accommodation. The expen- 
diture on the rental of the hired accommodation and on the  con- 
cerned establishment along with the corresponding receipts was as 
follows: - 

[a] Receipts from warehousing 1,145 76,195 3,81,198 

[b] Rent paid by the Corporation for the 
hired godowns 13~13 63,993 1,55,494 

[c] Establishment expenses 1~54,945 4,25,794 4,'9,193 

[dl Net loss to  the Corporation I,2I,457 4,30,458 2,69,300 



617. Under Section 19 (1) of the Agricultural Produce (Develop- 
ment & Warehousing) Corporation Act, 1956, the Central Government 
had fixed the minimum rate of annual dividend guaranteed by it on 
the shares of the Corporation at 31% per annum. The amount pay- 
able by the Central Government on that uccount worked out to 
Rs. 1,34,735.65, Rs. 3,80,921a06 and Rs. 5,92,925.70 for the years 1957- 
58, 1958-59 and 1959-60 respectively. 

618. The Secretary of the Ministry explained that with the 
establishment of Corporation in 1957 warehouses could not be organise- 
ed  immediately as the requisite personnel was to be recruited and 
trained. The number of warehouses a t  the end of Second Five Year 
Plan was expected to be 40 against a target of 100. But all that would 
really be the work of the last 3 years of the Plan. Moreover, the target 
of 100 for the Central Warehousing Corporation and 250 for the State 
Warehousing Corporations was fixed ad hoc without any proper 
market surveys. The functions of the Central and State Corpora- 
ticns were also not clear at that time. Asked about the present 
position in that respect, the witness stated that the Central Ware- 
housing Corporation, being the holder of 50 per cent shares of the 
State Warehousing Corporations, was interested in their proper and 
adequate functioning. Accordingly, the State Warehousing Corpora- 
tions were entrusted with most of the work excepting w h ~ r e  there were 
works of major importance or there was inter-State trade or when 
the construction of warehouses would be beyond their resources, 
which were the responsibility of the Central Corporation. 

619. The Committee drew attention to the establishment expenses 
of Rs. 4,25,000 during the year 1958-59 when only 9 godowns were in 
existence. The witness stated that mranagement of godowns was not 
the only function of the Corporation. Under the Act, the first job of 
the Cwtral  Corporaticn was to ensure the formation of State Cor- 
porations. That took time. Further, setting up of every new 
warehouse entailed posting of a minimum of staff. The Central Cor- 
poration had also been training personnel for its own requirements 
as well as for the State Warehousing Corporations. Asked whether 
any training institute had been set up by the Corporation, the witness 
replied in the negative. The Corporation had, however, instructors 
for imparting training which tyas generally arranged at Delhi and 
occasionally elsewhere. Besides, storage Advisers of the Corpora- 
tion advised State Corporations abcut the methods of preservation of 
foodgrains, pesticides and their use, the storage of new commodities, 
the type of warehouses needed for a particular commodity etc. To 
.a question, the Committee were informed that payment to the  
trainees was made by the State Governments sponsoring them. In 



reply to another question, the witness stated that so far 470 pnrsons 
had been trained. These were warehousemen. Pe~sons  of lower 
level were not being trained at the Central godowns. 

620. The witness further stated that one requisite fcr earning 
profits was quick expansion and large warehouses so that staff might 
be fully employed. Therefore the Corporation had attempted dur- 
ing the last two years to raise the number of w'wehouses, particular- 
ly at the State level. A warehouse with the storage capacity cf 
3000 tons was considered an economic proposition. One of the 
difficulties in expansion was the no'n-availability of stwage accom- 
modation of the sizes required. As it would take some years to build 
godown, efforts had ben made to hire godowns wherever market 
conditions permitted so as to make a start even if the storage capaci- 
ty thus available was less than the optimum. Meanwhile construc- 
tion of gcdowns would proceed. In the first year of the opening of 
a warehouse, its economic success was uncertain. However, enough 
business was generally found after a ycar's working. In the forma- 
tive period when new godowns outnumbered the older ones, it might 
not be possible to shcw overall profit although the older warehouses 
would be yielding profits. When the position became stabilised. say. 
after five years, losses were likely to disappear. 

621. The Committee enquired about the number of warehouses 
constructed by the State Corporations and whether those had been 
utilised fully. The witness state that the State Corpo~ations were 
running 169 warehouses and by and large those had good business 
although all of them were not fully utilised. 

622. The Committee drew attention to a diagram at page 11 in the 
Corporation's Report for the year 1959-60 which s h o ~ o d  that whereas 
during some months the storage capacity of warehouses was increas- 
ing the stocks held therein were decreasing. The witness stated 
that the diagram gave an erroneous impression, for a new warehouse 
had to await business for two or three months. Thr situation could 
best be gauged warehouse by warehouse. The older godowns showed 
an average occupancy of 70 per cent. Questioned about the rising 
rent liability of the Corporation while the existing capacity was not * 

being fully utilised, the witness stated that the increase was due to 
opening of godowns at new places E urther, hiring of godowns at 
initial stages for testing the market or for starting the business 
pending construction of buildings, was necessary. 

623. Asked about the extent to which the producers utilised the 
warehouses, the witness stated that their proportion was small but 
was showing a slight tendency to increase. In reply to another 



question, he agreed that at present the service helped mostly the  
traders who were able to obtain credit against the stocks held. In 
the formative stage the service would become known to the people 
and in due course, the cultivators would also be attracted to it in 
larger numbers. 

624. The Committee enquired about the relation between the 
Central and State Warehousing Corporations. The witness stated 
that on each State Corporation there were directors pominated by 
the Central Corporation. The budgets and programmes of State 
Corporations were approved and their business controlled by the 
Central Corporation. To a clu~stion, the witness stnted that Gov- 
ernment were satisfied with the working of the State Corporations. 

MINISTRY OF EXTERNAL AFFAIRS 

Audit Report (Civil), 1960-Part I 

Delay in the construction of Embassy buildings on a plot of land 
purchased in a foreign capital-para 33, pages 40-41- 

625. A plot of land measuring approximately 3.1 acres with a 
house, garage and staff quarters in one portion thereof was purchased 
in March, 1953 at a foreign capital for Rs. 3.5 lakhs approximately 
for ccnstruction of Chancery and Embassy buildings which were till 
then housed in private buildings at an annual rental of Rs. 44,208. 

626. At the time of purchase, it was expected that with a small 
investment on repairs and expansion of the existing building it could 
be used as Chancery, and that a building for the Embassy could be 
constructed on the extra land at an estimated cost of Rs. 2.5 lakhs. 
After the purchase was made it was found that the building would 
require large scale repairs and that it would not also be adequate 
fc r  the' purposes of the Chancery. Accordingly new constructions 
were recommended both for the Chancery and the Embassy in 
June, 1953. 

627. The proposal to construct a Chancery and an Embassy build- 
ing was deferred in December, 1956 in view of foreign exchange 
difficulties. It was revived in ,September, 1958 and approval of the 
Government to an estimate of Rs. 4,10,500, ipclusive of local archi- 
tects' fees and the cost of deputation of one engineer from India, 
for the construction of Embassy building alone was conveyed in 
October, 1959. Certain modifjcatjons in the building suggested by 
the Embassy in November, 1959 were approved by Government in 
December, 1959. According to the programme since drawn up, the 



construction work would commence in May, 1960 and the building 
was expected to be ready for occupation by the end of June or July, 
1961. 

628. According to the original anticipations, the accommodation 
of the Chancery as well as Embassy, including the land was estimat- 
ed to cost Rs. 7.5 lakhs while the cost of land and the Embassy build- 
ing alone was likely to cost Government about Rs. 7.65 lakhs. The 
delay in constructing the buildings had resulted in the payment of 
monthly rent for the Chancery and Embassy buildings at varying 
rates ranging from 2,167 units to 2,500 units till 11th September, 1959 
and at 7,500 units from 12th September, 1959, when a new Embassy 
building was rented at 6.000 units (Rs. 3,175) per month. Sanction 
of Government for renting of the new Embassy building was awaited 
(Ma-ch, 1%0). 

629. In  his evidence before the Committee, the representative of 
the Ministry admitted that 'the purchase was made without adequate 
preliminary scrutiny. The Committee enquired about the progress 
made in the construction of the buildings. The witness stated that 
since the purchase of plot in 1953 the foreign Government had been 
refusing permission for construction for security reasons, the plot 
being near the President's palace. That Government also wanted the 
plot for its own use. The matter was still under negotiation. Ques- 
tioned whether any conditions were attached to the purchase of the 
plot, the witness replied in the negative, nor, he said, the foreign 
Government's objections could be anticipated. To another question 
he stated that the plot had been acquired from a private party. Asked 
whether the requisite permission for construction of buildings would 
be forthcoming, the witness stated that that was rather difficult to 
forecast although Government were pressing for it. 

630. The Committee were also informed that the American and 
the British Embassies which were also located close to the 
President's Palace nearby had also been asked by the foreign Gov- 
ernment to vacate the buildings. 

631. Asked about th,: desirability of selling the plot at the appre- 
ciated price and acquisition of some other plot instead the witness 
stated that the foreign Government might pay only the cost price 
instead of the market price. Questioned whether any money had 
been spent on the maintenance of the plot, the witness replied in the 
negative. 



Overpayment of pay and allowances to a Government servant, para 
34--page 42- 

632. A Government servant posted to a Mission abroad in October, 
1948, was compulsorily transferred to India in February, 1954 and 
removed from service in November, 1956. He was overpaid a total 
sum of Rs. 11,614 on the following counts: 

(i) Special pay of Rs. 1,840 paid by the Mission @ Rs. 40 p.m. 
from 1st October, 1948 to 31st July, 1952 to which he was 
not entitled. 

(ii) Local house rent allowance paid over a period of three 
years at the maximum rate admissible to his grade 
(Rs. 595.24 p.m ) without limiting it to the actual rent paid 
viz .  Rs. 333.33 p.m. resulting in an overpayment of 
Rs. 9,429. 

633. The Ministry explained in October, 1959 that the officer, in 
addition to the house rent, paid separately to the landlord as furni- 
ture hire for which he produced receipts from the landlord all at one 
time, immediately before his departure from the country in February, 
1954 showing a monthly payment of Rs. 261.91 as hire since January, 
1953. 

(iii) Overpayment of Rs. 407.12 as subsistence allowance during 
suspension from 20th October, 1955 to 31st August, 1956, 
out of which a sum of only Rs. 62.50 was recovered. 

634. No action was taken to recover the overpayments from the 
official prior to his removal. Government's displeasure had been 
conveyed in December, 1959 to three clerks held responsible for the 
overpayment of subsistence allowance. 

635. The Committee wanted to know the circumstances under 
which the official concerned had been brought to India and also 
reasow for the delay of two years and nine months for his removal 
from service. They were inform.ed that the official had been brought 
back to India in the normal course after completion of his term 
abroad. Due to complicated procedure his removal from service 
was, however, delayed. Explaining the background of the case, the 
witness stated that the official concerned had been a Stenographer 
in the Ministry of Home Affairs. He was offered the post of Personal 
Assistant to the Consul GeneYal pf India in San Francisco which he 
jo;ned in December, 1948. He was relieved by his substitute on 21st 
October, 1952 and required to go to Kabul on a subsequent postin'g 
after his return to India. He requested leave for 12 weeks as his 
wife had delivered a baby. His request was granted. During 
January, 1953, however, he resigned apperently because he did not 
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want a change. There were no charges against him when he 
resigned. 

636. The Committee enquired about the reason fur granting him 
special pay to which he was not entitled. The witness stated that 
there had been a mistake due to the official having drawn a special 
pay in the Ministry of Home Affairs which was shown in his Last 
Pay Certificate. The additional payment had, however, been stopped 
as soon as the mistake was detected. Asked whether there were no 
clear rules regarding payment of special pay to the officers, the wit- 
ness stated that that was the first instance of an official of the Minis- 
t ry  of Home Affairs in receipt of special pay being posted abroad and 
there were no definite rulings on the payment of special pay. 

637. The Additional Deputy Comptroller and Auditor General 
informed the Committee that according to the Ministry of Finance 
it was quite irregular to have paid the special pay and that Ministry 
advised its recovery from the official concerned or from the official 
resposible for the overpayment. The witness stated that as the 
official had resigned there was no chance of any recovery from him 
and the Ministry were trying to get the matter regularised by the 
Ministry of Finance. 

638. The Committee desired the Financial Adviser of the Minis- 
try to state whether there was any definite rule which governed the 
continuation of grant of special pay to an official on his transfer to 
another Ministry in another capacity. The Financial Adviser stated 
that no definite rule regulated such cases. But there were cases in 
which special pay drawn in one post was protected in another post 
on the certification of the lending authority that the officer would 
have continued to draw special pay had he continued in the same 
post. Such a protection was, howeever, generally not attached to 
the tenure posts, one of which the official concerned was holding. 
The mistakc. however, occurred because of entries in the Last Pay 
Certificate and Service Book. He thcsught that that was a bovn fide 
mistake largely because of the inexperience of the San Fransisco 
office. 

639. Asked whether payment could be stopped in July, 1951, when 
the matter came to the notice of the Ministrg, the Financial Adviser 
stated that if the Ministry had written in the first instance to stay 
further payment pending settlement of the question, the payment 
would have been held over. But that was not done although the 
Gorrespondence continued. He, however, added that the matter was 
still under discusssion with the Ministrg of Finance who on a review 
of the case, might treat that payment being regular. 



640. After some discussion, the Committee desired to be furnish- 
ed with a note giving the following information: 

(a) when and how did the overpayment of pay and allowances 
to the official come to the notice of the Mlinistry? Why 
were the irregular payments not stopped then and the 
amount overpaid recovered from him before he  was 
removed from service? 

(b) What action was proposed to be taken against the Dis- 
bursing officer in the light of the observatiorls of the Minis- 
try of Finance? 

641. The Committee next wanted an explanation for overpay- 
ment of Rs. 407.12 as subsistence allowance to the official. The wit- 
ness stated that there had been a mistake and action had been taken 
against the clearks who were responsible for it. 

Delag in the construction of a Chancery building and avoidable ex- 
penditure on rental-para 36, page 44-  

642. A piece of land (with a small building standing thereon) was 
purchased in August, 1956 for Rs. 11.43 lakhs for building 
the Chancery of a Mission aboard, which was hithertofore accom- 
modated in a private building at an annual rental of Rs. 1-4 lakhs 
approximately. 

643. The proposal to construct the chancery was, however, deferred 
in December, 1956 on the ground that the necessary foreign 
exchange, estimated at the time to be Rs. 24.72 lakhs, could not be 
provided. Certain alternative proposals made by the Head of the 
Mission to put the property to effective use remained under the con- 
sideration of the Ministry for a considerable time. Subsequently, 
the construction of a Chancery building at a cost of about Rs. 7 lakhs 
was approved and the Embassy was instructed to take the work in 
hand to avoid recurring loss to Government. Instead of carrying 
out the directions of Government, the Embassy, however, entered 
into a correspondence with Government to revise the plans to accom- 
modate the Embassy building in the site also. Government reaffirm- 
e d  its earier decision in November, 1959. 

644. The Committee drew at,tention to observations made in para 
26 of the 25th Report, Vclume I1 oethe P.A.C. J1959-60)-and enquir- 
sed whether there was any justification on the part of the Embassy. 
not to start construction of the Chancery building after it was sanc- 
tioned by Government. T'he witness stated that the Embassy had 
made a bona fide proposal suggesting sale of the presen't building for 



Rs. 10 lakhs and construction of a new one. Its proposal had been 
considered by the C.P.W.D. and not found sound. Meanwhile, t h e  
Embassy had been carrying out instructions in regard to the plans 
etc. The witness further stated that Rs. 12 lakhs were proposed to 
be spent in three stages and the building was expected to be complet- 
ed in 1962-63. A sum of Rs. 2 lakhs was expected to be the expen- 
diture in 1960-61. 

Clearance of outstanding objections-Para 91, and Disposal of ins- 
pection reports-para. 92, page 112- 

645. According to Audit the number of outstanding objections and 
inspection reports was particularly heavy against some Ministries 
including the Ministry of External Affairs. 

646. The Committee enquired about the arrangement within the, 
Ministry to dispose of audit objections and inspection reports. The 
representative of the Ministry stated that meetings with the Audit 
were being held and a large number of outstanding objections had 
thus been cleared. The number of objections pertaining to the 
period ended 1955 was stated to be only 300 and those till 1958 stood 
at  1400 as a result of the steps taken. 

Appropriation Accounts (Civil) 1958-59, Vol. VI Grant NO. 22-Tribal 
areas-Notes 1 and 2, page 1- 

647. The original grant of Rs. 8,02,99,000 was increased to, 
Rs. 8,43,80,000 by a supplementary grant of Rs. 40, 81,000 voted by 
Parliament in December, 1958. There was an overall saving of 
Rs. 1,02,30,532 (12.1 per cent of the final grant).  The supplementary 
grant had thus proved unnecessary. 

648. The witness stated that in the case of tribal areas it was not 
always possible to forecast the actual expenditure that would be, 
incurred by way of debits raised by the State Police Forces or the 
Army. Unfortunately some of the expected debits had not materiaiis- 
ed resulting in savings. He informed the Committee that as desired' 
by them last year a procedure was being evolved so that debits could 
be forecast correctly at  the time of budget estimates and actually in: 
the year 1959-60 there had been a marked improvement. 

Publicati,on of a Cultural Review-Note 6, page 32- 

649. According to Audit out of about 9,000 copies printed during 
1953-56 in seven editions of the Review in foreign language, 886 
copies only were sold and 4,523 copies distributed free upto June, 
1959. The representative of the Ministry explained that the Cultural 



Attache in Rome was given to understand by the Cultural Organisa- 
.tion in an Eastern European country that the translation of the 
Review in that country's language would be popular. But the ex- 
pected number of copies could not be sold by the official agency 
which was the only distribution agency available. Asked about the 
necessity of the second edition, he said that success of the first edition 
was n d  expected. It was felt that ajfter lapse of some time, better 
results would be achieved by a second edition. 

Delay in the recovery of the cost of wheat supplied to a foreign 
Government-Note 7, page 33- 

650. In April, 1943, 440 tons of imported wheat costing in all 
Rs. 1,33,831-2-0 were supplied to a foreign Government to meet their 
urgent need for foodgrains. Government had collected only 
Rs. 14,05315 against cost of sacking. transport charges, etc. That 
being a pre-partition claim Government decided (June, 1955) that a 
sum of Rs. 98,816-1 1-0 representing Indian Government's share a t  
82 per cent was recoverable from the foreign Government. That 
Government, however, considered that the wheat supplied had been 
a gift and not a loan. The Government had stated in January, 1960 
that an attempt would be made to recover the amount from another 
foreign Government which was connected with the supply at the 
time it was made. 

651. The Committee enquired about the result of correspondence 
with the other Government. They were informed that that Govern- 
ment had denied its liability in the matter. 
Avoidable expenditure on repairs to  a building, Note 9, page 33- 

652. Mention had been made in para 6 of the Audit Report (Civil) 
1955 of a case of infructuous expenditure regarding the lease in 1950 
for 15 years, at an annual rental of Rs. 9,800, of an Embassy building 
in a foreign country. It had been stated by the Ministry in 1956 that 
although the house was in a go'od condition at the time of leasing, it 
had fallen into disrepair because it had been kept vacant for a long 
time. 

653. Expenditure as shown below had been incurred from time to 
lime on repairs of the building, since its acquisition:- . . Rs. 

9,333 
I 08 
636 

2,892 
596 

57,908 



654. The Committee were informed that the building was in use 
since the opening of the Embassy's office in 1958 and was in a habi-- 
table condition. The Committee drew attention to paras. 34 to 38. 
of the Twenty-third Report (First Lok Sabha) and the facts stated- 
in the note under consideration and asked whether it would not. 
appear that the building was not in a sound condition when leased 
in 1950. The witness stated that a t  that time the building was not 
ripe for immediate occupation without repairs and alterations. 

655. The Committee referred to the large expenditure during 
1956-57 on repairs. The witness explained that this was due to the 
building lying vacant till 1958 when it was occupied for €he f i s t  time. 
When the essential repairs were being carried out dry rot was dis- 
covered in the timber to remove which a sum of Rs. 20,000 had to. 
be spent. He added that even under a thorough inspection, dry rot 
could not have been discovered in timber which was covered with, 
plaster and cement. 

Defalcation of Government money-Note 12, page 34- 

656. The officer-in-charge of war-time Government Refugee Orga- 
nisation in collusion with two other officials embezzled between 
November, 1942 and August 1944, public money to the extent of 
Rs. 73 lakhs through fradulent devices such as bogus advances to 
contractors and payment of false and inflated bills for various items 
of expenditure. He was arrested in October, 1944 and sent up for 
trial along with three other officials, and certain contractors number- 
ing twenty in all. The Officer-in-Charge was convicted and sentenced 
in August 1949 to 6 years R.I. and a h e  of Rs. 45 lakhs with one 
year's R.I. in case of default. No part of the fine had been realised 
and the case relating to the attachment of his properties for realisa- 
tion of the fine was still stated to be sub judice (November, 1959). 
The appeal to Supreme Court made by the officer was dismjssed on 
12th December, 1956. 

657. The Committee enquired about the latest position in regard, 
to attachment of the property of the officer. They were informed 
that the matter was still sub-judice. 

658. The Committee then adjourned sine die. 



Proceedings of the 26th Sitting of the Public Accounts Committee 
held on Thursday, the 1st December, 1980 

659. The Committee sat from 14.30 to 17.30 hours. 

PRESENT 

Shri Upendranath Barman-Chairman 

2. Shri Maneklal Maganlal Gandhi 
3. Shri G. K. Manay 
4. Shri S. A. Matin 
5. Shri T. R. Neswi 
6. Shri Purushottamdas R. Pate1 
7. Shri Radha Raman 
8. Dr. N. C. Samantsinhar 
9. Shri Jashaud Singh Bisht 

10. Shri Surendra Mohan Ghose 
11. Shri V. C. Kesava Rao 
12. Shri Jaswant Singh. 

Shri G. S. Rau, Addl. Dy. Comptroller & Auditor General 
(Report). I I 

Shri P. V. R. Rao, Accountant General, Central Revenues. 
Shri P. K. Sen, Director of Commercial Audil. 

Shri V. Subramanian-Deputy Secretary. 
Shri Y. P. Passi-Under Secretary. 

Ministry. of Health 

Shri B. R. Tandan, Secretary. 
Lt. Col. V. Srinivasan, Director General, Health Services. 
Dr. Dwarkanath, Adviser in Zndigenous Syatems of Medi- 

cine. 



Ministry of Transport & Communications 

(Department of Transport) 

Shri G. Venkateswara Ayyar, Secretary. 
Shri Naku! Sen, Joint Secretary. 
Shri Nagendra Singh, Joint Secretary. 

(Department of Communications and Civil Aviation). 
Shri D. C. Das, Joint Secretary. 
Shri K, M. Raha, Director General, Civil Aviation. 
Shri P. J. Rodgers, Director General, Overseas Communi- 

cations Service. 

Ministry of Works, Housing & Supply 

Shl l M. S. Bhatia, Addl. Chief Engineer, C.P.W.D. 

Ministry of Finance 
(Department of Expenditure) 

1. Shri P. C. Bhattacharya, Joint Secretary. 
2. Shri S. S. Shiralkar, Joint Secretary. 

(Department of' Economic Affairs) 

Shri A. G. Krishnan, Under Secretary. 

Draft Thirty-second Report on Excesses over Voted Grants and 
Charged Appropriations disclosed in th.e Appropriation Accounts 
(Civil), 1958-59- 

660. The Committee considered and approved the above-mention- 
ed Draft Report. I 

661. They authorised the Chairman to sign the Report and to 
present it to Lok Sabha. They also authorised Shri Jaswant Singh 
to  lay the Report on the Table of Rajya Sabha. 

662. The Committee, thereafter took up examination of the  
Appropriation Accounts (Civil), 1958-59 and Audit Report, 1960, 
Part  11, Vol. VIII-Ministry of Health. 

MINISTRY OF HEALTH 
Appropriation Accounts (Civil), 1958-59-Vol. VIII 

663. During the year under review, original provisions under 
the following 'sub-heads of Grant No. 49-Public Health were sub- 
stantially reduced/entirely surrendered, by reappropriation: 



-- ---- 
Sub-head Original Reappropriation Final Actual 

Grant Grant expenditure 

Group Head B-Grants for Public Health Purposes 
B.~(+Grants for ~,OO,OO,OOO (-)44,83,645 2,55,16,355 4 5 5 ~ 6 , 3 6 9  
maintance of 
Health Centres in 
NES Blocks. 
B.I(~)-Scheme for 35,oo,ooo (-)6,79,1 19 28.20,881 28,19,738 
control of Leprosy 
B . I ( ~ ) ( I ) ( I ) -  4,70,97,700 (-)s0,14,700 3,'~0,53,000 3,FO,52,993 
National Malaria 
Eradication Prog- 
ramme-Material 
and equipment undcr 
the T.C.A. Pr;lgramme- 
Material and Equipment 

Group Head C-Gxpenscs in Coqnection wth epidemc discascs 
C. 6 :6)-National malaria 
Eradicat~on Programme- 
Subsidy 53,87,000 ~--)54,&73000 . . - - . - -- - - -. - - - - -. - -- 

664. The explanation of the representative of the Ministry of 
Health for the reappropriation of Rs. 44,83,645 under sub-head B- 
l ( 3 )  was that the number of Primary Health Centres opened by 
State Governments in the National Extension Service Blocks was 
less than that originally proposed. As a result, the Central share 
of expenditure could not be released to the extent provided fos 
in the budget. 

665. The reappropriation of Rs. 6,79,119 under sub-head B-l(4) 
was explained as due to the fact that the State Governments fell 
behind schedule in opening the number of Leprosy Control Centres 
(27) planned for. 

666. As to the surrender of the whole amount of Rs. 54,87,000 
under sub-head C.6(6), it was stated by the representatives of the 
Ministry of Health and Finance that the provision for this amount 
was made under this sub-head for giving subsidy to State Govern- 
ments for setting up about 200 central units under the National 
Malaria Eradication Programme. Later on, i t  was decided that the 
funds provided for under sub-head C.6(6) should be accounted for 
under sub-head B.1(6) -Grants to State Governments-National 
Malaria Eradication Programme. As, however, even the original 
provision under sub-head B.1(6) could not be fully utilised, the 
whole amount provided for under.sub-head C.6(6) was found to be 
unnecessary and had consequently to be surtendered. As to what 
were the considerations for providing for the amount in question' 
originally under sub-head C.6(6) and later on accounting for it 
under sub-head B.1(6), the representative of the Ministry of Health 
promised to furnish the requisite information later. 



667. The Committee then enquired why the performance lagged 
behind the schedules in the above cases. The representative of t h e  
Ministry of Health ascribed it generally to delay in acquisition of 
land and construction of buildings and difficulties in recruitment of 
technical personnel, procurement of materials and equipment, etc. 
The delay was also occasioned sometimes by the State Govern- 
ments not sanctioning the schemes ih time. As to the remedial mea- 
sures taken in this regard, it was stated that the matter was taken 
up by the Central Government with State Governments both a t  
the Secretariat and Ministerial levels. 

668. As regards the surrender under sub-head B. l (6 )  (1) (1) , the  
representatives of the Ministries of Health and Finance stated that 
out of the total amount of Rs. 80,44,700 surrendered under this sub- 
head, the surrender of about Rs. 74 lakhs was in respect of materials, 
equipment, etc. received from the World Health Organisation. A 
provision for this amount was originally made in the budget under 
the accounting procedure then obtaining, which required financial 
accounting of the value of stores and materials received from the 
World Health Organisation. Later on, it was, however, decided 
that since the stores, etc. had been received under the Aid Pro- 
gramme, no financial adjustments need be made and that it would 
be adequate if only quantitative accounts were maintained. The 
stores were accordingly accounted for in the quantative store 
accounts. 

669. Asked whether the stores in question had been utilised, the 
reply of the representative of the Ministry was in the affirmative. 

Delay in the transfer of certain property to the All India Institute 
of Medical Sciences-Grant No. 48, page 14, Note 5- 

670. The All India Institute of Medical Sciences started func- 
tioning from September, 1955 as a Central Government Office and 
became an autonomous body from 15th November, 1956 under the 
All India Institute of Medical Sciences Act, 1956. The formal trans- 
fer of the property and assets belonging to Government to the 
Institute had, however, not been made till December, 1959. 

671. The representative of the Winistry of Health stated in 
evidence that along with movable assets, liabilities had also to be 
,transferred. The Ministry of Law to whom the matter was referred 
had advised that the tranfer of liabilities should be preceded by a 
resolution of the Institute accepting the same. A resolution to the 
necessary effect was understood to have been passed by the Institute 
by circulation a few days back. He hoped that the matter would be 
settled shortly. . .  



672. As regards the transfer of land and buildings, the witness: 
stated that the Institute had been asked sometime back to indicate- 
a choice between complete transfer of proprietorship or transfer on 
a long lease, the advantage of the latter mode of transfer being that 
trespasses, e t c  could be dealt with more easily. The reply of the. 
Institute was awaited. 

Losses, writes-off, etc.-Grant No. 121, page 48, Note 5- 

673. A sum of Rs. 5,69,638, representing loss on the disposal of 
Vitamin Compound tablets in a Medical Stores Depot during 1948 
was written off by Government in July, 1957. The loss arose out 
of the fact that 393 lakh tablets out of about 500 lakhs purchased 
in 1946 from abroad, had deteriorated and become unfit for use and 
sale. 

674. Explaining the background of the case, the representative 
of the Ministry of Health stated that the given quantity of Vitamin 
Compound Tablets was imported from the U.K. to meet the needs 
of displaced persons from West Pakistan. These were stored in a 
special Medical Store Depot set up at Bombay. There was a gradual 
deterioration in quality and in the year 1950, the tablets were found 
to be sub-standard. These were, however, declared to be medically 
fit for consumption. In spite of best efforts on the part of the 
Ministry, only a part of the imported quantity could be disposed of. 
The State Governments who were approached in the matter did' 
not respond favourably. As it was not possible to sell the tablets in 
the market, it was decided to distribute the tablets free to State 
Governments for supplementing diets deficient in vitamins to be 
used in relief work. 

675. The Committee then desired to be furnished with a note 
setting forth the following information which the representative of 
the Ministry promised to supply: 

(i) When did the Ministry of Health come to the conclusion. 
that the tablets in question could not be commercially 
disposed of and (hat these shoyld consequently be dis- 
tributed free to State Governments? When did the. 
actual distribution take place? 

(ii) Why did it take the Ministry of Health a 'period of about 
seven years to write off the loss after the tablets hadl 
been found to be sub-standard in 1950? 



{iii) Was the question of fixing responsibility for the loss of 
Rs. 5,69,638 examined by Government? If so, with 
what results? 

&inchona Cultivation Scheme-Pages 48-49, Note 7- 

676. The Committee desired to know the latest position regard- 
ing the working of the Scheme. The representative of the Ministry 
of Health stated that fresh plantation had been stopped and the 
plants already grown harvested. The whole quantity of bark so 
far extracted, except about three lakh pounds, had been converted 
into finished products. 

677. As to the stock position, the witness stated that there was 
at present a stock of about 1,75,000 lbs. of quinine with Govern- 
ment The value of this stock was estimated at Rs. 80 lakhs as 
against Rs. 90 lakhs about a year back. Sales within the country 
were negligible, being about 400 lbs. per mensem. Exports to 
foreign countries were also limited. Recently, however, a quantity 
of 5,000 to 10,000 lbs. was exported. The difficulty in the disposal 
of the existing stock was that quinine, as an anti-malarial, was 
losing popularity. To push up sales, the price of quinine had been 
reduced recently. 

678. Referring to para 407 of the 18th Report of the P.A.C. 
(Second Lok Sabha) , the Committee enquired whether Proforma 
Accounts and Financial Review of the scheme had since been pre- 
pared. The representative of the Ministry promised to furnish the 
requisite information later. 

Audit comments on Profornta Accounts of the Centml Research 
Institute, Kasauli for the year 1958-59, page 39- 

679. According to Audit, Vaccine and Sera had been wluec! on ad 
hoc basis throughout which had no relation to the actual costs. The 
commercialisation of accounts of the Institute had not been comple- 
ted till July 1959 despite the assurance given to the Public Accounts 
Committee of 1958-59 vide para 107 of their 18th Report. 

680. The bills awaiting recovery amounting to Rs. 2,72,007 as on 
the 31st March, 1958 had increased to Rs. 3,14,685 as on the 31st 
March, 1959. Some of these related to 1945-46. 

681. The Committee were informed by the representative of the 
Ministry of Health that the question of commercialisation of the 
accounts of the Institute had been the subject of correspondence 
between the Institute and the A.G., Punjab for sometime past. In 



December, 1959, the A.G. had asked the Institute to submit a con-- 
solidated accounting procedure for the latter's scrutiny. The Insti- 
tute drew up the same and furnished it, along with a number of 
forms, in April, 1960. In May, 1960, the A.G., however, expressed 
the view that it would be more appropriate to have rules framed 
for the preparation of commercial accounts. The Director of the 
Institute accordingly framed the draft rules and forwarded the same. 
to the A.G. for vetting in October, 1960. It was hoped that the, 
metter would be finalised by January, 1961. In . the meantime, 
vaccines and sera were being valued at their actual costs in the  
proforma accounts in accordance with the draft Rules submitted 
to the A.G. 

682. The Committee then enquired about the latest position re- 
garding the recovery of outstandings. They were informed that 
these had since been brought down to about Rs. 21,000. 

Delay in the grant of patent rights for the medicines evolved at the- 
Central institute of Research in Indigenous Systems of Medicine, 
Jamnagar- 

683. During the course of their on-the-spot study-visit to the 
above-mentioned Institute in September 1960, the P.A.C. were in- 
formed that some of the medicines evolved at the Institute had not 
so far been granted patent rights despite considerable efforts made 
by the Institute in this regard. For instance, in the case of a new 
antibiotic, the patent right had not been granted though more than 
three years had elapsed since it was evolved. 

684. In evidence, the Adviser in Indigenous Systems of Medicine 
stated that obtaining of patent rights did not fall within the pur- 
view of the Ministry of Health; the Ministry were concerned only 
with scientific investigations. 

MINISTRY OF TRANSPORT & COMMUNICATIONS 
(DEPARTMENT OF TRANSPORT) 

Savings over Voted Grants- 
685. Large savings occurred inter alia under the following 

Grants: 

Grant No. Final Grant Actual Saving 
Expenditure Percentage to 

Final Grant 
- - - 

[i] 86-Light Houses and 
Light Ships I ,3Y,g6,000 I ,16,42,580 -2?,5?,420 

16 22 
[ii] 87-Central Road Fund 4,28,99,ooo 3,46,01,345 -82,97,6$5 

-----A 

19 34 
- - --- 



[iii] 129-Capital Outlay on 
Pons 4,oS,o0,0o0 2,9445,380 -I ,10,54,620 

27.29 [iv] k ~ ~ p i t . 1  Outlay on 
16,50,00,000 14,8142,639 -1,68,57,361 

686. ltem No. (i) .-The representative of the Ministry stated 
that about 60% of the expenditure under this Grant related to stores 
and equipment obtained from abroad. The stores were procured 
through the Supply Directorates. Securing of foreign exchange, 
arrangements for inspection during the course of manufacture and 
shipments, etc. involved delays over which the Ministry of Transport 
had very little control. 

687. ltem No. (ii).-It was stated that the schemes and projects 
provided for under this Grant were planned and sanctioned by the 
Central Government and thereafter executed by the various State 
Governments. The shortfall in expend5ture under this Grant occurr- 
ed mainly due to delay on the part of the State Governments in 
executing the schemes. In order to remedy the situation, a larger 
number of w o ~ k s  were now being sanctioned so that the State Gov- 
ernments could complete as many of them as possible within the 
sanctioned Grant. As regards the projects in the Union Territories 
the responsibility for executing which lay on the Centre, they could 
not be completed because of bad weather conditions in one of the 
Territories. 

688. Item No. (iii) .-This Grant pertained to two ports- Kandla 
and Vizagapatam. At Kandla, a contract had been given for the 
expansion of one of the jetties. In the course of construction, how- 
ever, it was noticed that the condition of the soil was different from 
that anticipated originally by the engineers. Further construction 
work on this project was suspended pending a final decision by the 
engineering experts. This resulted in large saving under this Grant. 
Saving also* occurred in the expenditure on the Gandhidham town- 
ship. The shortfall in the expenditure on the Vizagapatam Port 
was due to delay in taking a decision on the number of berths to be 
constructed-it was finally decided in March, 1958 to construct four 
berths instead of two regarded adequate at one time. 

, 689. Item No. (iv).-Under this Grant two Supplementary Grants 
of Rs. 52.08,000 and Rs. 97,92,000, which were taken in September, 
1958 and February 1959 respectively proved unnecessary. The 

-representative of the Ministry explained that a ban on construction 



of new roads had been imposed during 1956-57 and 1957-58 which was 
lifted in 1958-59. Anticipating a higher tempo of work during that 
year a Supplementary Grant was ask& for in February 1959 on the 
basis of advices received from the State Governments. 

Mercantile Marine Department, page 14, Note 5, Appropriation 
Accounts-Volume XVl- 

690. In pursuance of the recommendation of the Public Accounts 
Committee (1951-52) the Ministry had stated (Vide Appx. LXXVI 
to 7th Report of P.A.C.) that although it would not be practically 
expedient to make the Mercantile Marine Department entirely self- 
supporting, attempts would be made to secure the estimated income 
equal to one-half of the total expenditure incurred thereon. From 
the details of receipts and expenditure given in the Appropriation 
Accounts, it was observed that in the case of West Bengal, Andhra 
Pradesh, Mad,ras and Bombay receipts were very much less than 
half the expenditure. The Committee inquired the reasons therefor. 
As the inf~rma~tion was not readily available, the representative of 
the Ministry was asked to furnish a note to the Committee. 

Accounts of Vizagapatam Port, Pages 116-118 of Appropriation 
Accounts- 

Working results, Audit Comment No. I- 

691. The working resulls of the port for the year 1958-59 disclosed 
a fall of Rs. 6 . 7  lakhs in the net earnings. The representative of the 
Ministry explained that while increase in the gross-earnings was 
about Rs. 6 lakhs the working expenses of the port increased by 
about Rs. 13 lakhs compared to the previous year. This increase in 
expenditure was due to a contribution of Rs. 5 lakhs to the Revenue 
Reserve Fund and an increase of Rs. 2 lakhs in the contribution to 
the Depreciation Reserve Fund. 

(ii) Separation of Capital Outlay on Port Fund nnd Pilotage Fund, 
Audit Comment No. 11- 

693. The Committee were informed that steps were being taken 
to separate the Port Fund from $he pilotage fund and to separate the 
Capital Outlay on each. The work'would be eppedited. As suggest- 
ed  by Audit, rules for the Depreciation Fund on the lincs approved . 
by the Government for the Cochin Port had also been prepared in 
respect of Vizagapatam Port. These rules were now under the 
examination of the Ministry. 



190 
(iii) Audit Comment NOS. I I I  & IV- 
(a) Repayment of interest free loans granted by Government to the  

Port- 
693. Of the interest free loans granted by the Government of 

India, a sum of Rs. 7,55,000 was refundable in 1959-60. The Com- 
mittee were informed that this had been repaid since. A further 
sum of Rs. 16,94,393 was refundable during 1959-60 and 1960-61. The 
Committee were informed that necessary provision had been made 
for the purpose in the Budget for 1960-61. 
(b) Non-payment of interest on Capital prim to 1st April, 194& 

694. The representative of the Ministry stated that the Vizaga- 
patam Port was under the management of the Ministry of Railways 
from 1st April, 1946 to October, 1956. It was one of the conditions 
of this arrangement that the Ministry of Railways would not bear 
liability for the capital investment in the port prior to 1st April, 
1956. The question was, however, under examination in consultation 
with the Ministry of Finance. 

DEPARTMENT OF COMMUNICATIONS & CIVIL AVIATION 
Purchase of materials in excess of requirements-note 6, page 58, 

Appropriation Accmnts- 
695. A C.P.W.D. Division purchased 1,105.58 tons of bitumen at 

Rs. 340 per ton between February, 1954 to February, 1955, against 
estimates sanctianed in January, 1954, for laying bitumen carpets 
on runways in three aerodromes. At the time of starting the work, 
it was noticed that in the case of two a e r o d m e s  proper specifica- 
tions had not been followed in the original runway constructions, 
and that, therefore, extensive reconditioning of the runways was 
necessary. A decision to recondition the runways at  those two aero- 
dromes was taken in September, 1955 and February, 1956 and the  
work was completed in July, 1956 and October, 1956 respectively. 
Subsequently in January, 1957 and April, 1957 it was found nwessary 
to regrade the surfaces of the two runways prior to laying bitumen 
carpets. 

696. In the case of the runway of the third airfield, certain slabs 
had cracked and also some depressions developed in the runway 
after the estimate for providing a bitumen carpet was sanctioned. 
It was, therefore, considered advisable to lay concrete slabs on the 
runway in some sections instead of a bitumen carpet, as originally 

, provided. This resultgd in a surplus of 110 tons of bitumen. 
697. The price of bitumen fell from Rs. 340 to Rs. 298 per ton from 

1st November, 1955. Had the bitumen been purchased after this 
date, there ~ o u l d  have been a saving of Rs. 46,000 to Government 
on these works. 



898. In evidence it was explained by the representative of the 
Ministry of W.H. & S. that at the time of placing urders for the supply 
of bitumen, the difaculties encounted during the actual execution 
of the work could not be foreseen. The first two airfields were built 
by the then erstwhile Indian States. As detailed information regard- 
ing the specifications followed in the original construction of the aero- 
dromes was not available it was presumed that the usual spedflca- 
tions d runways would have been followed. However, when the 
work was taken up it was found necessary to strengthen the base 
below the bitumen carpert. In the case of the third airfield, after 
the =timate had been sanctioned in 1954, it was considered nemsary 
to strengthen the runway to meet operational requirements. It was 
further stated that out of the total quantity of 1,105 tons of bitumen 
purchased for the three aidieldk, 922 tons had alfeady been utilised 
and the balance quantity was being utilised on other works. 

Waiver of recovery-Note 5 (ii) , page 58, Appropriation Accounts- 
699. The recovery of a sum of Rs. 11,992 representing the daily 

allowance overpaid to the officers and staff halting at Santa Cruz 
from November 1946 to June 1955 owing to misinterpretation of 
rules was waived by Government in April, 1959. Explaining the 
circumstances which led to the over-payment, the representative of 
the Depantment of Communications and Civil Aviation stated that 
as  the rates of house-rent and compensatory allowances admissible to 
officers at Bombay and Santa Cruz were the same, the officers were 
under the bona fide belief that there would be no difference in the 
rate of daily allowance at the twu places. Now that Santa Cruz had 
been includedl in the municipal limits of Fbrnbay City there was no 
such dficulty. 

.Overseas communications service- 
(1) Sundq Debtors, page 47- 

700. Amounts totalling Rs. 40.56 lakhs were reported due from 
foreign Administrations for services rendered. In evidence, the 
representative of the Ministry stated that many of these outstanding 
slwunts had since been paid by foreign Administrations. He added 
that adjustments of accounts with foreign governments usually 
involved considerable time. It had, however, not led to any loss of 
revenue or lapse of demands sd far. 

(ii) Store Accounts, page 49- 
701. The Appropriation Accuunts disclosed that during the year 

1958-59 purchases of stores were nearly 50 per cent more than issuea. 
The Committee inquired why it was not possible to fix maximum and 
1981 (c) Wl3. 



minimum stock limits. The representative of the Ministry explain- 
ed that as there was a considerable .time-lag in procuring certain 
foreign equipment it was necessary to maintain larger stocks thereof 
to meet contingencies. The question of fixing limits of reserves for 
these stores had been taken up but the work could not be completed 
owing to shortage of technical staff. 

Saving over Voted Grants--Grant No. 9 2 - A w i a t b  

702. Against the final Grant of Rs. 3,79 lakhs there was a saving 
of Rs. 46,64,229. The Committee were informed that a sum uf Rs. 50 
lakhs had been provided for material and equipment under the 
T.C.A. programme. Orders for the purchase of these equipments 
were placed by the U.S. Government direct with the manufacturers 
and provision in the budget estimates was made on their advice. 
As the stores were not received in time the amount remained 
unutilisd. 

703. The Committee then adjourned till 15.00 hours ma Friday, the 
2nd December, 1960. 



Proceedings of the Twenty-seventh sitting of the Public Accounts 
C b i t t e e  held on Friday, the 2nd December, 1960. 

704. The Committee sat from 15'00 to 15.45 hours. 

PRESENT 

Shri Upendranath Barman-Chairmon. 

2, Shri Maneklal Maganlal Gandhi 
3. Shri R. S. Kiledar 
4. Shri S. A. Matin 
5. Shri Punrshottamdas R. Pate1 
6. Dr. N. C. Samantsinhar 
7. Shri Surendra Mohan Ghose 
8. Shri V. C. Kesava Rso. 

SM G. S. Rau, Addl. Dy. Comptroller & Auditor Genwal. 
Shri P. K. Sen, Director of Commercial Audit. 

Shri V. Subramanian-Deputy Secretary. 
Shri Y. P. Passi-Under Secretary. 

Ministry of Finance 
(Department of Economic Affairs) 

Shri L. K. Jha, Secretary. 
Shri K. P. Mathrani, Additional Secretarg. 
Shri A. Baksi, Joint Secretary. 
Shri K. S. Sundara Rajan, Joint  Secretary. . 

(Department of Expenditube) 

Shri N. N. Wanchoo, Secretary. 
Shri S. S. Shiralkar, Joint Secretary. 



(Department of Revenue) 
Shri V. T. Dehejia, Secretary. 

DEPARTMENT OF ECONOMIC AFFAIRS - 
Audit Report (Civil), 1960-Put I 

Large expenditure on Bullion Keeper's establishment-Para 89, pages 
1OClO6- 

705, Dual control of base metals through the Bullion Keeper and 
the Bullion Registrar had been in existence in the Mint since its 
inception. The former was responsible for the receipt, custody and 
handling of bullion base metals, their alloys, etc. and to make good 
such shortages as  were not attributable to bona fide operatlarwrl 
losses while the latter was responsible for the overall supervision 
of the transactions relating to bullion and metals at the various a g e s  
ai manufacture. As gold and silver coins were nu longer minted, 
the Audit view was that a rigid control over bullion transactions at 
every stage m s  perhaps not quite essential and the existing system 
could possibly be substituted by one of combined bullion keeping and 
bullion registering which might lead to substantial economies in 
expenditure on the connected staff, which during the year 1957-58 
had amounted to Rs. 1.44 lakhs (excluding the Bullion Keeper's own 
pay and allowances). 

706. In evidence, representative of the Ministry stated that Gov- 
ernment would very much like (to effect economies as suggested by 
Audit. But they had to devise a fool-proof system of control of 
melting and operational losses in the mints. In case, the two depart- 
ments were integrated, the one and the same person would be 
incharge of the metal as well as the operations connected with the 
coinage and there might be incentive and scope for showing larger 
losses on operations. The witness agreed that it was a theoretical 
risk. But when large quantities passed through various processes 
Government had to be careful. 

707. The verification of stocks in the mint, being somewhat 
haphazard at present, was another pmblem. After cansultaticm 
with the Mint Master and the Comptroller & Auditor General, Gar- 

' emment had decided on complqte m d  wholesale verification of 
stocks Further there had been rush of work in connection with the 
ihWuction.of decimal dnage.  As soon as that was wer and stocks 
had been verified, integration of the two departments m l d  be 
d e r .  



708. He, however, emphasis4 that even at present the cost of the 
Bullion Keeping and Bullion Registry establishments did not come to 
more than 2 per cent of the expenditure of the Mints, KY that there 
was not likely to be any large scale economy by reorganisation. 

709. Asked about the details of expenditure, the Committee were 
informed that the Bullion Registrar's and the Bullion Keeper's 
establishment cost Rs. 1,34,000 and Rs. 3,29,000 per annum respective- 
ly. He thought that integration wwuld not altogether cut out one of 
the two establjshmenta 

710. In reply to another question the Committee were informed 
that gold was not handled at Calcutta. But it was possible that 
sametime a part of gold handled at Bombay might be transferred to 
Calcutta. He assured the Committee that Government were seized 
d the matrter and as much economy as possible would be effected. 
To another question he replied that initial rush in connection with 
the decimal coinage would be over in 14 to 2 years. 

Repayment liability on account of foreign loans, Para. 90, pages 107- 
111- 7 I , I  .. 

711. According to Audit, the nek repayment liability as on 31st 
Manh, 1959 was Rs. 3,92,05.26 lakhs. The total amuunts involved in 
the discharge of those laans, together with interest thereon, would 
amount to the following sums in the seven years ending 31st March, 
1966: - 

(Rs. in lakhs) 

. 
712. The Committee enquired the position.about repayment. The 

Secretary of the Ministry stated that external loans fell into three. 
categuries. There were loam repayable in the currency in which 
borrowed. Another category included loans repayable in kind--&. 
goods to be exported from India. There was, however,' a contingent 
liability to pay in foreign exchange if circumstances did not permit 



export of goods of the required value. The third category included 
loans which were repayable in the India Currency and had, there 
fore, to be used in India. 

713. In  reply to a question, he stated that the method of repay- 
ment even in respect of countries which had not stipulated repay- 
ment in goods was in the last analysis a matter of developing surplus 
in exports over imports . He explained that in the Third Five Yea.  
Plan Rs. 500 crores would represent the amount of repayment for 
past lmns. The Government had to borrow as well as make repay- 
ments. Instead uf that double transaction the aid giving countries 
were being impressed for loans of long durations with an initial 
period of moratorium so that no payments had to be made imme- 
diately. To a question, the Committee were informed that the oldest 
loans were the 1951 wheat loans under PL 480 uf the U.S.A. and of 
the International Bank for Reconstruction and Development of the 
Tata Iron & Steel Company and the Indian Iron & Steel Company 
for their expansion. 

714. The Committee drew attention to the loan of Rs. 51.99 c m e s  
from U.S.S.R. to thc Bhilai Steel Project upto 31st March, 1959 and 
enquired whether the concern would be able to pay back from its 
profit. The witness replied in the affirmative. 

715. Next, the Committee referred to the repayment of instalment 
of Rs. 6.08 crores as principal and Rs. 14.33 crores as interest due in 
foreign currency during 1959-60 and Rs. 2367 crores during 1960-61. 
They wanted to know whether Government were in a position to 
adhcn  to the timc schedule for repayments. The witness stated that 
the policy of Government m s  to presuade all financing countries to 
refinance the payments due by further loans. Alternatively, out of 
the new credits available funds were drawn to liquidat. the older 
credits or the older credits themselves were extended. Explaining 
his point, the witness statf.d that, in the case of loans for the 
Rourkela Steel Plant West Germany had agreed to refinance loans 
payable between 1961 and 1964. In the case of U.K., payments were 
mad- as they fell due. He emphasiscd that in no case had government 
defaulted in their payments. 

716. The Committee enquired whether repayments had been made 
during 1959-60 and 1960-61. The representative of the Ministry 
stated that amounts due in 1959-60 had been paid and amounts due 
for payment in 1960-61 wore being paid except in respect of loan 
for the Rovrkela Steel Plant. 



Appropriation Accounts (Civil), 1958-59, Volume I 

DEPARTMENT OF REVENUE 

717. The Committee noticed a saving of Rs. 73.45 lakhs out of 
the  final grant of Rs. 4-16 crores, viz,, 17.64 per cent. Under sub- 
head B. %Purchase, repairs and maintenance of boats, out of the 
original provision of Rs. 11.17 lakhs a sum of Rs. 10.57 lakhs had 
been surrendered. 

718. The Committee enquired reasons for large provisions and sub- 
sequent surrenders. They were informed that amounts had to be 
surrendered due to non-receipt of boats from labroad. When attention 
was drawn to the savings that of Rs. 7,519 were mainly due to less 
repairs to boats and launches, the witness stated t h t  savings resulted 
as the work had to be entrusted through tenders. When asked 
whether work suffered on that count the witness replied in the nega- 
tive. To another question he replied that of a provision of Rs. 60,000 
for repairs Rs. 52,000 had been spent. 

DEPARTMENT OF ECONOMIC AFFAIRS 

719. Note 1, page 57:-The original voted of Rs. 2.34 crores had 
been increased to Rs. 2.56 crores by a supplementary grant of 
Rs. 21.80 lakhs. The grant had resulted in a saving of Rs. 17.6 lakhs 
out of which a sum of Rs. 16.6 lakhs had been surrendered. 

720.  h he Committee enquired reasons for supplementary grant. 
The witness stated that demand of the Security Press showed that 
additional water mark paper would be needed. Subsequently it 
transpired that paper originally indented would not arrive before 
the close of the year. The excess amount was, therefore, surrender- 
ed. A further sum of Rs. 1 lakhs, however, could not be surrendered 
in time owing to delay in inforrnatjon about the non-receipt of inden- 
ted plant, machinery and stores. 

721. The Additional Deputy Comptroller and Auditor General in- 
tervened to say that at the time cf the supplementary grant explana- 
tion given was that the grant would also cover the cost of paper in- 
dented for last year but received during the current year. The 



witness stated that stores under refenme included the previous 
year's stores that had been received in the succeeding year and also 
stores ordered during the year and the supplementary grant was 
obtained for the latter. Out of the supplementary grant of Rs. 21.80 
lakhs nearly Rs. 6 lakhs were spent for the stares received during 
the year and the balance was surrendered. 

722. The Committee then adjourned till 14.30 hours on Monday* 
the 5th December, 1980. 



Procaedings ef the Twenty-eighth sitting of the Public Accounts 
Committee held on Monday, the 5th Deeembsr, 1960 

723. The Committee sat from 14.45 to 15.30 hours. 
PRESENT 

Shri Upendranath Barman-Chaiman 
MEMBERS 

2 Shri R. S. Kiledar 
3. Shri T. Manaen 
4. Shri G. K. Manay 
5. Shri S. A. Matin 
6. Shri Baishnab Charan Mullick 
7. Shri T. R. Neswi 
8. Shri Purushottamdas R. Pate1 
9. Shri Radha Raman 

10. Dr. N. C. Samantsinhar 
11. Pandit Dwarka Nath Tiwary 
12. Shri Jashaud Singh Bisht 
13. Shri Surendra Mohan G h w  
14. Shri V. C. Kesava Rao 
15. Shri Mulka Govinda Reddy 
16. Shri Jaswant Singh. 

Shri G. S. Rau, Additional Deputy Comptroller & Awlitw 
Gewal .  

SECRE~ARIAT 

Shri V. Subramanian-Deputy Secretary. 
Shri Y. P. Passi-Udr Secretary. 

Ministry of Finance (Department of Economic Afaira) 
Shri L. K. Jha-Seqetary. 
Shri K. P. Mathmni-A'dditional Secretary. 
Shri Shiv Naubh Singh--Joint Secretary. 

(Department of Expenditure) 
Shri N. N. Wanchoc+Secretary. 



(Department of Revenue) 

Shri V. T. Dehejia-Secretary. 
Shri B, N. Banerjee--Member (Cenhal Excise). 
Appropriation Accounts (Civil), 1958-59, Volume I 

DEPARTMENT OF ECONOMIC AFFAIRS 

Grant No. 38-Miscellaneous Departments and other Expenditure 
under the Ministry of Finance, sub-head A.I. (4)--Other charges, 
page 13Q 

724. Out of the original provision of Rs. 1.89 lakhs under this sub- 
head Rs. 1.47 lakhs had been surrendered. The committee enquired 
why large provisions were being made necessitating surrender of 
considerable amounts at the close of the year. The representative 
of the Ministry stated that the surrender of Rs. 1.47 lakhs was due to 
non-receipt of bills for legal c h r g e s  and other claims in the office 
of the Controller of Insurance. To a question, he replied that the 
charges were paid in a subsequent year. 

Sub-head A.2 (1) (5)-Payments to State Governments on account of 
Small Savings Scheme, page 131- 

725. In this case, the entire provision of Rs. 2 lakhs had either 
been reappropriated or surrendered. 

726. It was explained to the Committee that a major part of the 
provision under the sub-head was transferred to  a new head A.2(3) 
because of a change in the procedure and also of classification. Pro- 
vision for the payment to States for publicity expenses had or~ginally 
been included in that for the National Savings Commissloner's orga- 
nisation. It was, however, decided later that these payments should 
be provided for and made by the Ministry of Finance and accordingly 
a separate sub-head was opened for that purpose. A part of the pro- 
vis~on under sub-head B.7 (5)-Payments to State Governments was 
also reappropriated to the sub-head A.2 (3 ) .  Thus the whcle of the 
provision under A (2) (1) (5) was not surrendered but reappropriated 
to a new sub-head. 
Sub-h~ad  B.3 (1) -Economic Aid Under the Colombo Plan, page 

136- 

727. Out of the original provision of Rs. 82 lakhs a sum of Rs. 45 
lakhs had been surrendered. It was explained that the prcvislon for 
assistance to Nepal under the Colombo Plan was included under this 
head. These pfojects were being executed by the Defence Services. 
Savings had resulted mainly due to non-receipt of debits therefor 

F from the Defence Department. 



Sub-head B.7 (4)-Lump provision fcrr Schemes for Public Co-opem- 
tion page 138- 

728. Savings of Rs. 2.6 lakhs occurred under the sub-head out of 
the  original provision of Rs. 10 lakhs. 

729. The witness explained that funds provided a t  the instance of 
the  Planning Commission for securing co-operation from the public - 

in various community development blocks could not be utilised. To 
a question, the Committee were informed that the minus figure 
73,860 under expenditure represented refund of over-payments made 
in the  past. 

Sub-head B.7(5)-Payments to State Governments- 

730. Out of the original provision of Rs. 22.38 lakhs, a sum of 
Rs. 15.35 lakhs had been surrendered. The Committee were inform- 
ed that the sub-head included a provision of about Rs. 15 lakhs for 
small savings publicity by the State Governments. The publicity 
work had hitherto been carried on by the Central Government and 
for the first time that work had been entrusted to the State Govern- 
ments. Savings occurred in this provision as the administrative 
machinery in the States had not been geared up fully. In rcglv to a 
question the Committee were informed that State Governments had 
been able to utilise the amounts on publicity in subsequent years. 
Reports about the work done and the expenditure incurred thereon 
were rec-ived from the State Governments periodically. Besides, 
matters were discussed at an annual conference. The entire ex- 
penditure on publicity was borne by the Central Government. That 
on administration was shared by the State and Central Governments 
equally. In reply to a question, the witness stated that estimates 
of requirements far a year were furnished by the State Governments 
and scrutinised by the Central Government. The witness stated 
that public savings had increased as a result of improvement in 
publicity work. In 1958-59, and 1959-60, net collections under small 
savings schemes had been Rs. 79 crores and Rs. 85 crorrs, respective- 
ly. In the year 1960-61, savings were expected to exceed the target 
of Rs. 90 crores. 

Sub-head C. I-Transfer to special Development Fund of Grant8 
from U.S.A. under P. L. 480,.page 139- 

731. In this case, the entire provision of' Rs. 14 crmes had been 
surrendered. Explaining the reasons for the surrender the witness 
stated that provision under this head was made on the expectation 
that  Rs. 14 crores would be obtained from the U.S. Government as 
grant and Rs. 68 crores as loans as provided under Grant No. 116. . 
I n  October, 1957 projects costing over Rs. 170 crores had been 



submitted to the American authorities for their approval and release 
of funds. As there was some delay in getting their approval tht 
entire provision for grants and Ro. 63 mores as loans had to be 
summdaredi I 

732. In reply to a question, the Committee were informed that 
there were two or'three stages in the sanctioning of those projecb. 
First the American authorities approved the projects for which 
information was furnished to them. In a number of cases, they 
asked for further information. Reimbursement and audit of 
accounts also took some time. It was added that the delay in re- 
lease of funds by America did not &ect in any way the progress 
of work in the projects. The projects were financed by the Gov- 
emment from out of their own resources. Release of funds by 
America would have eased the ways and means position of the 
Government. I I 

Remission of Revenue, Note 4,  page 18- 

733. Remissions of arrears amounting to Rs. 1,60,431 had been 
sanctioned due to "other reasons". The Committee wanted to know 
the reasons precisely. The representative of the Ministry c ta td  
that the case related to remission of excise duty on tobacco because 
of large scale destruction of tobacco by fire and damages caused by 
cyclone. 

Remission of Reveaue, Note 5 ,  page 24- 

734. Remission of Revenue and abandonment of claims to revenue 
aggregating Rs. 1.75 crores had been sanctioned during the year on 
various grounds including Rs. 1.16 crores for assessees having left 
India. 

735. The Committee were informed that a large number of 
persons who had been assessed for ilicome tax before partition had 
left India for Pakistan h d  remissions had to be sanctioned in cases 
when no property had been left behind. The Committee enquired 
whether the question had been discussed with the Financial authori- 
ties in Pakistan. The witness stated that the question had been 
considered by both the Govenunents from time to time but this 
and similar other questions revolved round the overall financial 



settlement between the two countries. Asked about the amount of 
income tax arrears against the persons having left India, the wit- 
ness stated that on a rough estimate that might be of the ordm of 
%I. 10 to Rs. 15 crores 

m u m  Factotpl, Ghazipur, Note 4, page 30- 

736. According to Audit, the value of furniture and fittings had 
constantly been shown at Rs. 1,09,847 since 30th September, 1956 in 
the accounts of the factory and no depreciation was being charged 
on that item. The representative of the Ministry agreed that de- 
preciation shouId have been charged. He informed the Committee 
that the revised proforma had since been d ~ ~ n  up and from 
Oatober, 1960 to September, 1961 depreciation would be charged. 

737. The Committee then adjourned till 15.00 hours on Tuesday, 
the 6th December, 1960. 



P?~~ey?dhgs of the Thirty-ninth Sitting of the Public Account8 
Committee held on Saturday, the 28th January, 1961 

738. The Committee sat from 9.30 to 11.20 hours. 

PRESENT 

Shri Upendranath Barman-Chairman 

2. Shri Rohan La1 Chaturvedi 
3. Shri Maneklal Maganlal Gandhi 
4. Shri R. S. Kiledar 
5. Shri Vinayak Rao K. Koratkar 
6. Shri T. Manaen I 
7. Shri G. K. Manay I 

8. Shri S. A. Matin 
9. Shri Baishnab Charan Mullick 
10. Shri Radha Raman 
11. Pandit Dwarka Nath Tiwary 
12. Shrimati Sharda Bhargava 
13. Shri Surendra Mohan Ghose 
14. Dr. Shrimati Seeta Parmanand 
15. Shri V. C. Kesava Rao 
16. Shri Mulka Govinda Reddy 
17. Shri Jaswant Singh. 

Shri G. S. Rau, Addl.  Dy. Comptroller anal Auditor Generat. 
Shri P. K. Sen, Director of Commerckil Audit. 

Shri V. Subramanian, Deputy Secretarg. 
Shri Y. P. Passi, Under Secretary. 

739. The Committee considered the following memoranda. 
Memorandum No. 111--.suggestion for omission of details oj the i t e m  

included in the 'other charges' in the foot-notes to Apprgvris 
t h  Accounts (Civil) and Posts & Telegraphs. 

204 



740. The Committee decided that the details of items include& 
under the head 'other charges' should be continued to be given in  
the foot-notes to Appropriation Accounts (Civil) and Posts and 
Telegraphs in the following cases: 

(i) Where the total expenditure under the head 'other- 
charges' exceeds the budgeted provision therefor by Rs. 4 
lakhsi i 

(ii) Any unusual or peculiar item under this head (irres- 
pective of the amount involved) should be brought to 
the notice of the Committee. 

Memorandum No. IV-Works expenditure-king a limit for new 
works which should be executed only after obtaining Purl* 
mentary approval. 
741. After some deliberation the Committee felt that it would be 

better to examine the representatives of the Ministry of Finance 
regarding the nature and extent of the difficulties actually experien- 
ced by the Ministries because of the existing limit of Rs. 20,000 for 
new works beyond which new works should not be undertaken 
without obtaining the prior approv~l of Parliament. The Com- 
mittee directed that in the meantime the Ministry of Finance be 
requested to furnish a list of instances Ministry-wise in which the 
existing limit for new works had led to difficulties, their nature 2nd 
whether the procedure had resulted in delay in the execution of 
works. , 

Memorandum No. VI-Directions by the Government to their repre- 
sentatives on the Board of Directors of Public Undertakingsf 
Corporations, etc. 

742. The Committee found it difficult to accept the reply of the 
Ministry of Finance (Department of Expenditure) in this case. They 
do not see why the Ministry feel that it is not nkcessary or desira- 
ble td issue formal instructions to the representatives of the Gov- 
ernment on the Board of the Directors of Public Undertakings/Cor- 
porations in this regard even though they (the Ministry of Finance) 
have accepted the importance of the recommendation. 

743. In the Committee's 'opinion, formal imtructions should be 
issued enjoining upon the Gtvenment Directors that they should 
appri~e Government of matters ever which they do not agree with 
the views or decisions of the Board of ~iredtors.  It will be both in 
the interest of Government and the Government Directors. 

744. The Committee then adjourned sine die. 



Pmadnm of the ~ ~ A y - f i r s t  sitting of the Public Accounts Com& 
tee held on Saturday, the 4th March, 1961. 

745. The Committee sat from 14.30 to 17.05 hours. 

PRESENT 
Shri Upendranath Barman--Chazrmtm, 

MEM~WS 
2. Shri R. S. Kiledar. 
3. Shri G. K. Manay. 
4. Shri Baishnab Charan Mullick. 
5. Shri Purushottamdas R. Patel. 
6. Shri Radha Raman. 
7. Dr. N. C. Samantsinhar. 
8. Shri Surendra Mohan Ghose. 
-9. Shri V. C. Kesava Rao. 

Shri G. S. Rau, Additional Deputy Comptroller and Audit07 
General. 

Shri P. V. R. Rao, Accountant General, Central Revenues. 
Shri P. K. Rau, Director of Audit, Food, Rehcc'biZitafion, 

Supply, Commerce, Steel and Mines. 

Shri V. Subrarnanian-Deputy Secretary. 

Shri Y. P. Passi-Under Secretary. 

746. The Committee took up consideration of their draft Thirty- 
fourth Report on the Appropriation Accounts (Civil), 1958-59 and 
Audit Report (Civil), 1960 and approved, subject to certain modifica- 
tions here and there, draft paras relating to the Ministries of Food & 
Agriculture, Finance, Home Mairs, Health, Education, Scientific 
Research and Cultural Mairs, Rehabilitation, Commerce and Indw 
try (Sindri Fertilizers and Chemicals Ltd.) and Steel, Mines & Fuel. 
' 

747. The Committee then adjourned till 10.00 hours on Sunday, the 
5th March, 1961 to take up further consideration of the draft parao 
relating to other Ministries. 



hcwdipgs of .the Forty-seclond sitting of 4he Phrkli& AMQO~).~ 
mitt= held on Sunday, the 5th March, la. 

748. The Committee sat from 10.00 to 12.30 hours. 
PRESENT 

Shri Upendranath Barman4hair;~nan. 

MGlMsERs 

2. Shri S. A. Matin. 
3. Shri Baishnab Charan Mullick. 
4. Dr. N. C. Samntsinhar. 
5. Shri Surendra Mohan Ghose. 
6. Dr. Shrimati Seeta Parmanand. 
7. Shri V. C. Kesava Rao. 
8. Shri Mulka Govinda Reddy. 

Shri G. S. Rau, Additional Deputy Comptroller and Auditor 
General. 

Shri P. V. R. Rao, Accountant General, Central Revenues. 
Shri P. K. Rau, Director of Audit, Food, Rehabilitation, 

Supply, Commerce, Steel and Mines. 

Shri V. Subramanian-Deputy Secretary. 
Shri Y. P. Passi-Under Secretary. 

749. The Committee resumed consideration of their draft Thirty- 
fourth Report on the Appropriation Accounts (Civil), 1958-59 and 
Audit Report (Civil), 1960 and approved, subject to certain modifica- 
tions here and there: - 

(i) Draft paras relating to the Ministries of Steel, Mines and 
Fuel (Hindustan .Steel Ltd.), Commerce and Industry, 
Works, Housing and Supply, Transport and Communica- 
tions, Home Affairs, Food and Agriculture (Central 
Warehousing ~orporatibn), External A h i r s  and Health; 

(ii) Chapter I-Financial Results of the Government of India 
(Civil Grants), 1958-59; 



(iii) Chapter II-Budgeting and Control over Expenditure; and 
(fv) Introduction. 

. 750. The Committee authorised Dr. N. C. Samantsinhar to present 
it to Lok Sabha, in the absence of the Chairman Shri Upendranath 
Barman. 

751. The Committee also authorised Shri Mulka Govinda Reddy to 
lay the Report on the Table of Rajya Sabha. 

752. The Committee then adjourned. 
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