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I, the Chairman, of the Public Accounts Committee, as authorised 
!by the Committee, do present on their behalf this Sixth Report 
.of the Public Accounts Committee '(Fifth Lok Sabha) on paragraph 
4 0  of fhe Audit Report (Civil) 1970 relating to the Delhi Milk 
Scheme. 

2. The Appropriation Accounts (Civil) 1968-69 and Audit Report 
(Civil) 1970 were laid on the Table of the House on the 14th 
April, 1970. 

3. The Committee of 1970-71 examined the paragraph relating to 
.the Delhi Milk Scheme at their sittings held on the 7th and 8th 
July, 1970. Consequent on the dissolution of the Lok Sabha 
on 27th December, 1970, the Public Accounts Committee (1970-71) 
ceased to exist with effect ,from that date. The Committee of 
1971-72 considered and finalised the Report a t  their sitting held on 
the 5th July, 1971 based on the evidence taken and the further 
information furnished by the Ministry of Food, Agriculture, Com- 
munity Development and Co-operation (Department of Agriculture). 
'The Minutes of the sittings from Par 11* of the Report. 

4. A statement containing summary of the main conclusions/ 
recommendations of the Committee is appended to this Report 
(Appendix IX). For facility of reference these have been printed 
in thick type in the body of the Report. 

5. The Committee place on record their appreciation of the com- 
mendable work done by the Chairman and the Members of the 
Public Accounts Committee (1970-71) in taking evidence and ob- 
taining information for this Report which could not be finalised by 
them because of the sudden dissolution of the Fourth Lok Sabha. 

6. The Committee place on record their appreciation of the assist- 
ance rendered to them in the examination of this paragraph by the 
Comptroller and Auditor General of India. 

7. The Committee would like to express their thanks to the 
Officers of the Ministry of Food, Agriculture, Community Develop- 
ment and Cooperation (Department of Agriculture) and the Delhi 
Milk Scheme for the cooperation extended by them in giving infor- 
mation to the Committee. 
NEW DELHI ; ERA SEMIYAN, 
July 8, 1971 Chairman, 
Asawlha 17, 1893 (Saka) Public Accounts Committee. - - -- 

*Not pinted. One copy laid on the Table of the House and five copies ~laced in the 
Parliament Library. 

(v) 



12. A bill seeking to establish a corporation introduced on the 
4th September, 1970 was not passed before the dissolution of the 
Fourth Lok Sabha. The following clause in the Bill related to the 
appointment of auditor: 

"21(1) After the closure af kccounts each year, the Corpora- 
tion shall appoint, with the previous approval of the 
Central Government, an auditor for the audit of the said 
accounts. 

(2) The auditor appointed by the Corporation shall be a per- 
son who is qualified to act as an auditor of a company 
under section 226 of the Companies Act, 1956, and shall 
receive such remuneration as the Corporation may, in qon- 
sultation with the Central Government, fix." 

1.3. l'tte Committee note that the D e w  Milk Supply C~rporatien 
81l1, which was introduced on the 4th September, 1970, lapsed can- 
*~@nemt en the dissolution of Fourth Lok Sabha. The Committee 
holle thak Gova&ment would bring f o m d  a fresh Bill early. The 
QXuEmittge would suggest that a provision should be made themin 
@or adit bf the Corporation'& acocounts by the Comptroller and 
Audhm General. 



WORKING RESULTS 

2,l. The working results of the Scheme for the three years end- 
ing with March 1969 are given below. 

Simplified proforma accounts have been annexed as Appendix 
XV to the Audit Report (Civil) 1910. 

(Rupees in lakhs) 

Government clpital at the close of the year 210.14 , 208.85 211.46 
I 

Block Assets* (Gross) . . . 254.06 271.55 318.63 

Turnover . . . 677.90 682.42 808.50 

Interest on capital . .  8.92 11.38 '0.77 

Percentage of loss on turnover . . 2 16 21.30 9.45 

percentage of loss (excluding interest on 
capital) on turnover 0. 85 19.83 8.12 

*Block assets do not include buildings and air-conditioning plant valued at Rs. 100. 97 
lakhs as on 31st March 1969. This fact was also pointed out in paragraph XVI. g of Audit 
Report (Commercial), 1963. The Ministry have stated January 1970). that "this practice 
has been continuing since the mception of the Scheme in 1959 and wrll corn to an end as 
soon as the D.M.S. is converted into a Statutory Corporation from the financial year 
1970-71 ." 

2.2. The decrease in loss during 1968-69 by Rs. 70.29 lakhs as 
compared with l(Y67-68 was due to increase in the selling prices of 
milk in December 1967 (the full impact of which was reflected in 
the accounts of the year) and again in February 1969. The cumula- 
tive loss incurred by the Scheme since inception to 31st March 1969 
amounted to Rs. 417.68 lakhs. 

2.3. While considering the working of the Scheme up to 31st 
March 1968 on the basis of a note furnished by the Ministry, the 
PA.C. had recommended in paragraph 1.19 of its Eighty-Second 
Report (1968-69) that with increase in sale price and enhanced 



turnover, it should be possible for the Scheme not only to reduce 
the l a a  but also to breakeven and in due c o u m  b wipe out the 
accumulated losses incurred daring earlier years. 

2.4. The Ministry h w e  stated (.Ianuty 1970) that "the Scheme 
expects to make a reasonable profit during lsB9-'tQ," 

[Para 80 (2) Audit Report (ClviJJ 1870.3 
2.5. TRe Committee point& Q# b, -614 W Baoo w a  

Rs. 14.66 lakhs while in 1987-68 it was Rs. 146.71 lakhs, even though 
tb t !  was onbrJ a. mar@wl d i i k e l 3 ~ e  in the tm-bver and wanted 
to know the reason for the - f a  4n 1- 3% 
stated: "The main reason for this was that the price of milk. . . . . . . . . . . . . . . .required to be raised very substantially by 24 per cent. 
Thk was more oz: kss in k e p h g  wi+h the general rise in the price 
index, but unf~ztunately, bwause of the procedures involved in 
increasing the pricp of milk supply ta the c o ~ s ,  this has hap- 
pened for instance, there is the Managing Committee; then there 
is the Governing Body. There was some delay in getting this 
increase in priee, a delay d eight months." 

2.6. Asked whether the timelag of eight months could not be 
avoided, the witness stated: "The normal procedure is that the 
proposal is considered by the Managing Committee and then by the 
Advisory Committee under the Chairmanship of the Mayor and 
after that the prices were considered by the Governing Body under 
the Chairmanship of the Minister of State. These are recom- 
mendatory bodies and the decision of the Government was based 
om the recommend'ations of these bodies. There was some delay in 
the constitution of these committees as elections had intervened 
and the Committee had to be reconstituted because there are a 
number of elected member; on these bodies. I t  was felt necessary 
that an important matter like price should be duly considered and 
approved by the Committee because 08 its effect on the public. 
For that reason, Government decision was not taken till the Com- 
mitbes were formed. This has resulted in this delay." 

2.7. Asked about the working results of the xheme for the year 
1969-70, the witness stated that the proforma accounts for the year 
1969-70 were not ready. He added that the scheme seemed to have 
turned the corner and that there should be a reasonable profit. 
2% & , r ~ a r d s  the turnover in 1969-70, the witness stattd: "The 

turnover figures are budgeted at Rs. 9.49 crores and the mtMnated 
turn-over is Rs. 11.16 crores. We have had more supply of milk. 
We are now distributing milk according to the full capacity of J the 
plant." 



2a- To a. WWlrq. 98 to whether thg antisip&& pmqt 
~ * ~ ~ t k p r L e d ~ i s ~ e ~ , l g B O ~ ~ ~ ~ ~ .  
Ih&g h e  organisation, the Chi- ~a wmr, resm: 
"The price of mi& we8 Aped W the basis of the estimated procure- 
fheM d% w e ?  -S, anticipated W. bt the time & pr iq  was 
ad, bmm f*, 4 W gohe to the &mgen~ent. commit- 
tee on the basis of the expected purchase prices that we map have 
bo W y  whkh wW dW4 88. W per q u i a .  % was boeed on the 
price which we had paid during the previous year with am anthi- 
pated increase Q$ 4 to 5 per cent. After that, our exmrience m 

7m.r was that we had q very fw~uqable season and a lot of milk 
was avaiIaMe. fishad of an increase in the price by 5 per cent 
that we had anticipated, it was p~ssible to kkeep the purchase price 
of milk lower by qbout 3 per cent with the result we had a margin 
and whereas tZle intention in fixing the price was to operqte on 
"no profit no loss* basis, i.e., the basic guideline-we are qble to 
make a profit because we w e e  able to purchase milk at a more 
favourable price. That has been the basic reason." The Additional 
Secretary, Department of Agriculture, added: "The flgure, that is, 
Re. 417:68 lekhs is  a very heavy 1- t b t  we have so fur incurred. 
SlfrPeratom, w6 ra- the prowcbre as was asg$&f$ by the 
Public Accounts Committee itself. Now, at this tiam of the year, 
say, in July, iZ yon want to anticipete what the price is g & g  to 
be in February or March next year, we carnot do it. A d  no Milk 
Scheme in India can do it. So, we form a certain basis as to what 
a Iikely price is to be. We work out our figures and we con- 
sult the Finance Ministry. Wbat happened during; 1969-79 is that 
a certain amount of check had been kept, as far as we could, to 
keep the i n c i d ~ t a l  costs down. I shall not use the word ~va-head 
costs' because that is a matter of difficult proposition. Almost the 
price of every articIe is going u p t h e  things that we bm,  the stores 
and all that. Therefore, we are not able to tell you with any 
firmness as to what the eventual picture will mM3'ge. Tfie figures 
are there and they are being analysed. When that is done, we will 
be able to get a clear-cut picture. Until then, we know that that 
has been a good year for milk production. We We now paying 
RS. 104 per quintal, if I remember correctly. m a t  is not a very 
unreasonable price when we take the previous prices." 

2.10. The Commitbee wanted to know the estimated profit for 
the year 1969-70, The S ~ e w y ,  Department of Agriculture, stat- 
ed: "In the $udg& for 1-70, we estimated a profit of Rs. 9.65 
hkhs. 'Phis was on the basis d the increaw of prices and what 
the Chairman @MS) has e&&d is that the estimate was p* 
p W  on tYtt price whbh will have to be paid Zor the mi&. On 



+that there has been a little saving on account of very good supply 
of milk. Therefore, the figure of Rs. 9.65 lakhs shoud undergo a 
change in the upward direction." 

It was pnderstood from Audit that the prof0'W-a accounts as 
made available to them showed a net profit of Rs. 73.34 lakhs cluring 
1068-70. 

"In the next year, 1970-71 we have made an estimate of Rs. 12 
l a k b  profit." 

2.11. To an enquiry whether the scheme would be in a position 
to wipe out the accumulated losses, the witness deposed: "It is 
very difficult to give any forecast but the very purpose of turning 
this Scheme into a Corporation is that it should run on commercial 
principles. We have also explained that there have been long time 
lag between the increase in procurement price of milk and the 
supply price of milk. There has also been a certain amount of 
subsidisation in regard to toned milk which is intended for the 
poorer sections of the community." 

2.12. The Committee pointed out that according to the Audit 
para, the Block Assets did not include buildings and air-conditioa- 
ing plant valued at Rs. 100.97 lakhs as on 31st March, 1969. The 
witness admitted that the correct commercial practice would be 
to include them and charge interest so that the profit and loss 
account would reflect the correct position. If the scheme had in- 
cluded these assets in their accounts the cumulative losses would 
have been more by Rs. 31.85 lakhs. 

2.13. The Department in a note submitted to the Committee 
stated: "The Scheme has been directed to take over these assets so 
that the proforma accounts reflect the correct position regarding 
the capital azsets of the Scheme." 

2.14. The Committee wanted to know the break-up of loss/profit 
product-wise for four years ended 31st March, 1970. The Depart- 
ment of Agriculture in a note submitted to the Committee stated: 
"Delhi Milk Scheme has not been maintaining data in a form 
which will enable the working out of product-wise loss/profit for 
the four years ending 31st March, 1970. The accounts for the year 
1969-70 have also not been finally closed. An attempt has been 
made by the Scheme to work out the overall product-wise loss/ 
profit for the three years 1966-67 to 1968-69 on the basis of total 
sales of various products, selling prices realised and the cost of 
production as worked out a t  the end of each financial year 
as per allocations of expenditure on different products. 
The product-wise loss/profit in respect of various types 
of milk has been arrived at after allocating expenditure individual- 
l y  on various types of milk and leaving the entire balance as the 



over-all eqenditure on other by-products. Hence it has not been 
&#iible to 'd out qdividuai prpmdushvise loss/profft. 

245. The information as furnished by ,the Department to the  
exteht available- far the years 196647, 1967-68 and 1968-69 is as 
follows :- 

Cost Realisation Margin 
T p  of products 

Sub Total . . 7967~28,334 69o93Izs337 ( - ) I J S ~ Y I S J ~ ~ ~  
Milk Products 6 1 8 4 , ~  7339450 (+)1145J446 

TOTAL 8,29912638 6,8241,787 (-)x46,70m1 
-. 

Standard Milk . 
Cow Milk - - 
Toned Milk . 
Double Toned Milk 

Sub Total 
Milk Products . 



2.M. The Commit* enauired whth&r the be* MSIk &hew 
had been a W  to mnnuhdtaet Mtek &e, lte-creakn, powder 
and baby food in large quantities to augment its inc~me and y wted 
to h o w  &@ getitia tm'anufwtu& during ??ti& bf tbF lirt b e e  
years. The Department of Agriculture, in a hote subdiitted to +e 
Committee, have stated : 

The De&i Milk Scheme is essentially a liquid milk processing and 
distribution organisation, intended to work on "no less ,mo profit" 
basis. Products l h  butter, ghee, ice cream and roller dried S.h!LP. 
are ma~ufa&ared by the Scheme mostly during the flush season 
whm some surplus milk or  fat is available. The scheme has not 
therefore been able to augment its income to any large extent by 
the manufacture and sale of these products. . . . . . . . . . . . . .while some 
profit was earned by the scheme by the sale of products during the 
years 1966-67 and 1967-68, there was a loss during the year 2868-69. 
The final accounts for the year 1969-70 have not yet been closed. 
However, the scheme expects to make an over all profit. To this the 
manufacture and sale 02 these products are likely to have contribut- 
ed. Baby food is not being manufactured by the Delhi Milk Scheme 
The quantities of butter, ghee and ice cream manufactured &.ring 
the last 3 years from 1967-68 to 1969-70 are given below:- 
-- - - 

Name of Product 1967-68 1968-69 1969-70 

-2. White Butter (KG) . - . - 4~3,123 6,09,208 9 ~ ~ ~ 9 7  

Cups-(c) Bars (Nos.) . . 1290,747 1357,109 1,03472 

Bricks-(d) 500 ccs (Nos.) . . 2,862 1,762 1,185 

-j. 'A' Grade P d a  (KG) . I,99,980 r,80,78o WrJm 

- 
(*Ghtt is also mnnulhcturtd Porn whke butter) 



a1B.1 Whtn the C%mxl$ttee drew attestioq af the wi- to bbe 
zweh2whdatron contafqed in 21th #eport (Fourth 40k &&a] 
garding Mmtibn of oOerhead charges, the wiwess aehded: "In so far 
as the overhead costs are concerned, there seems to be wry li* 
SCOW. Office ahlaries have remained constant, stationery, prihting 
arrd audit charges, furniture, interest on capital, dectri&y expen-, 
miscellaneous expenses are the other heads. We have furnished 
detailed break-up to estabbh that Wse items would not perhaps 
a b i t  pf any e~btantihl  dupctson.'' 

2.18. According to the witness, apart from the price paid for the 
milk the expenditure is booked u n h r  four account heads: procure- 
ment charges, processing charges, distribution charges and over heads 
and interest. They totalled 26.04 paise  if^ 11985-66, 19.84 in 1966-67, 
22.64 paise in 1967-68 and 23.75 pafse in 1968-69 and the main causes 
for the increase in later years have been the frequent increases in 
salaries and allowances which had to be given, increase in trans- 
portation due to rise in the price of diesel oil, a little increase on 
w m n t  of the rise fn electricity charges and a little higher rate of 
depreciation as the plant gets older. 

2.20. In a note dated 7-11-68 submitted to the Committee which 
has been reproduced in pages 2 to 4 of the Eighty-Second Report, the 
Department of Agriculture had inter-dia stated that the Expert Team 
headed by Dr. V. Kurien recommended a norm of 21 paise per litre 
as handling, processing and distribution and other charges taking into 
consideration the circumstances existing in the scheme in 1964. 
Drawing attentioa to this the Commit& wanted to h o w  the break- 
up of the norm of 21 paise and the present position. The witness 
stated: "Now the total is turning out to be! round atrout paise; 
there is an increase of two paise, on account of inmease in the wage- 
cost, transportfition charges, electricit charges etc. which could qot 
have been visualised. The Xurien ommittee gave its report in 
1984." 

6 
2.21. When asked by the --*tee as to what extent the Cojt of 

transportatlen in the Cehtrbl bwt had inckease8, the '5ec&W, 
hpartrnent of A@iCulture stated that the transpot2atiibh c h a w  
Wider procurement whhh u8ed to b 2.71 paise in 1fNkXtB Web! **r 



2.94 paise in 196849. The reasons were two-fold. One was the in- 
crease in the price of fuel and the other was that the vehicle8 were 
wttiag older. 

2.22. Explaining further the Chairman, Delhi Milk Scheme stated : 
"We have been utilisiag all the vehicles we have and it has not been 
possible to replace any vehicles so far. All the vehicles which had 
been purchased 10 years ago are in use. They are being overused. 
They are used to deliver milk twice at night to cope up with the 
increasing quantity. We are now going in for 35 more vehicles, an& 
them is a proposal for purchasing 35 more vehicles after that which 
will be in replacement, for handling all the quantity which we- 
expect to handle by the end of this year!' 

2.23. The Committee desired to be furnished with a detailed note. 
showing the break-up of the overall cost of milk per litre for the past 
six years ending 31st March, 1970 indicating the over-head charges as 
compared with the norms laid down by Kurien Committee under 
various heads. The Department in a note submitted to the Commit- 
tee stated: "Part I11 of the Kurien Committee Report on the work- 
ing of the Delhi Milk Scheme1 deals with "Determining a budget and 
a set of economic prices for the Delhi Milk Scheme". The Committee 
has' in this part of their report made ill broad assessment of the costs 
likely to be incurred by the Delhi Milk Scheme in the handling of 
milk at various stages and on this basis arrived at the following. 
figures : - - - - - - .- . --- 
I. Transportation costs from sub-c ntre to chilling centres I .  34 paise per litre. 

2. Coats at chilling centres (at handling level of 10,ooo litres per . . . . . . . . .  day) 2.20 paise per litre 

3. Ice expensee . .  I .  OR paise per litre 

TOTAL . 4.62 paise per litre 
-. - . - -- 

This figure has been rounded off by the Committee to 5 paise per 
litre on the basis of a likely through-put on an average of 7,500 to 
10,000 litres per day. 

The estimated cost of transportation of milk from the chilling 
centres to the Central Dairy has been worked out by the Committee 
at -63 paise, ' 68 paise or ' 75 paise per litre according as the distances 
covered in fetching the milk is 100. 150 or 250 miles per trip. In- 
cluding this transportation charges the cost of reaching one litre oi  
milk from the chilling centres to the Central works out to 5.76 
paise on the basis of 250 miles per trip for fetching the milk. Against 
this assessment made by the Kurien Committee the procurement and" 
transportation charges of milk from Sub-centres to chilling centres 



and from chilling centres t~ Central Dairy for the years 1Q64.66 to  
186&69 works out as follows;.- - --- - - - l____l -  

(Paise per litre) 
Cost actually Incurred by the 

D.M.S. - 
Potticulars Cost 1964-65 1965-66 1966-67 1967-68 1968-69 

assemcd 
by Kunen 

, >  Commit- 
tee 
-I.- - I - - - . L - . -  

P5oc rement and trampor- 5.v 7.514 7.560 7.384 7 872 9 049 
t&dn charge$ fmrr the 
$&-centres to rhc Chill,[ng 
C ~ p e s  and the ~h l l lmg  
Cehtres to '&mcral Dafry. , - 

. , -. - - - - - - - . L _  -2 _- 
The Kurien Committee had, thereafter, estimated the expenses in 

tlie'processing and d i s ~ i h t i o n  of milk in the Central Dai$y iricludr 
irrg over head charged 6x1 iherest, audit, depreciation etc. At 13.8 
paise per Htre fo2: a volumT of 1,60,800 litres, 11.4 paise per litre for 
a volume of 2,6O,OW iitres, 10.00 paise per litre for a volLme of 3,60,000 
litres 'of fresh k i l k  received. These 'charges include -63 pais;, -68' 
paise or '75 paise per litre oh account of transportation of rhilk from 
the chilling centres to the Central Dairy which has already been 
ihcl;ld&d in the table mentioned above as dart of procurement 
charges Therefore, excluding the transportation cost at .75 paise 

litre the expenses on- processing works out 13.05 paise per litre, 
10:65 paise per litre, 9.45 paise per litre according as 1,60,000, 2,69,000 
or 3,60,000 litres of fresh milk Is received 

The actual volume of milk received on an average during the 
years 1964-65 k, 1968-69 was as follows:- 

Actual I 
average 

gquantity 
Year of fresh 

milk 
received -.-- -- ______ -. -- 

Litres 
1964-65 . . . . . . . . .  ~06,883 



The Kurien Committee had worked out the estimated cost of pro- 
cessing on the basis of handling of different volumes of fresh milk 
received at the Central Dairy. The scheme has, however, been main- 
taining records to show the per litre expenses on processing and dis- 
tribution on all types of milk processed and sold by the Scheme. The 
Scheme receives fresh milk on an average percentage of about 6.7 per 
cent fat which is issued in the form of Standardised milk containing 
5 per cent fat and Toned Milk containing 3 per cent fat and Double 
Toned Milk containing 1.5 per cent fat. Further in the lean summer 
months the shortage in fresh milk is also made up by reconstituting 
the milk from white butter and S.M.P. The processes involved in 
the pasteurisation, standardisation, toning and double toning as also 
recambination of milk to the extent required from fat and S.M.P. is 
the same for all types of milk. Therefore, it is felt that the correct 
method of assessment of cost would be the per litre expensee on 
account of processing and distribution and other over-head charges 
on the total quantity of all types of milk manufactured and sold by 
the Scheme rather than working it out in the form of cost per litre 
of fresh milk received for such processing. It is therefore, not pos- 
sible to directly compare the estimated cost as assessed by the Kurien 
Committee in terms of per litre cost of fresh milk received. How- 
ever, the cost as worked out by the Kurien Committee (including 
transportation charges) from the chilling centres to the Central Dairy 
on the basis of the average quantity of fresh milk received in the 
different years is indicated below in comparison with the cost per 
litre actually incurred by the Delhi TvIilk Scheme based on the ex- 
penditure involved processing and distribution of all types of milk 
in the respective years. 

Kurien Commit- 
tee's estimated 
cost per litre 
on accqunt of 
processmng, 
distribution 
and other over- 

heads excluding 
material loss 

Average qty. (Paise per litre) 
of fresh m~lk Cost per litre 

received actually inmrred 
by the D. M.S. 
in the pro- 
cess~ng and 
distribution of 
dl types of 
milk (on dis- 
tribution) 



The earlier figure of 21* paise mentioned as the norm &ed by the 
Kurien Committee has, it appears, been indirectly worked out on the 

'basis of the procurement cost of milk at 64 paise per litre at the 
chilling centres including the price of milk against which a selling 
price of 80 paise per litre was indicated for buffalo milk. This works 
out to a figure of 16 paise per litre in fetching the milk from the 
chilling centres to the Central Dairy, its processing and distribution. 
To this figure 5 paise per litre estimated by the Committee as the 
cost upto the point of collection of milk at  the chilling centres 
appears to have been added to arrive a t  the over all norm of 21 paise 
per  litre. The distribution cost, pasteurisation cost, quality control 
and other over head charges on account of interest, depreciation etc. 
are likely to be the same for all types of milk, it could be held that 
bhe Kurien Committee had taken an overall norm of 5 paise per litre 
as the cost upto the Chilling Centres and 16 paise per litre as the cost 
of transportation of milk from chilling centres to the central dairy, 
its processing and distribution including other heads. If this is ac- 
cepted then a comparison of the handling charges for the period from 
1964-65 to 1968-69 with the norms indicated by the Kurien Committee 
would be as follows:- - - -- 

Coat 
as 

assesad Cost actual1 incurred by the Delhi 
by the ik scheme 

Kurim -4-65 1965-66 1966-67 1967-68 196x6< Com- 
mittee 

Procurement and transportation 5.75 7.51 7-56 7-38 7-87 9-05 
charges from the sub- 
centres to chilling centres 
end chillhg. centres to 
Central Dayr 

?rocessng, distribution and 15.25 14.62 15-67 15-17 17-39 18-33 
overheads - - 

TOTAL . 21.00 22.~3 23-23 22'55 25-26 27-38 
& -- ---- 

While verifying the factual position. Audit had the following to say: 
"The figure of 21 paise has nowhere been worked out by the Kurien 

'Committee. In view of this assumption made by the Scheme in working out 
the flZ[l~e of 21 paise per litre and intimating thisl figure to the P.A.C. earher 
in 1968-69, cannot be vouchsafed in Audit. 

On the basis of the data given in the Kurien Committee Report. tbe cost 
lot handling ptocessong &., work out 8s follows:- 

I. Cost up to the stage of collection . . . . -5 -00 paise per litre. 

.2. Out of p&R expenses such as pro-ssing transport, 
bottling, quality control, overhead charges etc. . -13.80 $9 

3. Material Loss etc., @ 3:~ . .. . . . . 4 - b q  s 

TOT- . . 19'44 3 



2.24 Tim Camnitbe iq their Twenty-Seventh Wprt W w *  bk 
Sabba) took note of the fact that the JWhi Milk Scheme was ieeur- 
riag lessee $in@ its iracq@ion upto 31st March, 1967. The C d t t e e  
are disturbed to find that t b  working results for the s u h ~ e ~ l t  years 
1967-68 and 1968-69 have also disclosed losses. The bigWest ever loss 
of Rs. 14.71 ZPkbs was inourred during 1967-68. Xhe d a t i v e  loss 
upCo 8W Marsh, 1WB wounted to Rs. 417.68 lakhs. The CamW%!@ 
see jmifSes&m fur,l~sses in a Projwt of this k i d  which elsewhere 
hos Been f4patqql to ~rofitable for emmple Karia Di&rid Ceepqra- 

m. The Governme~lt should keep a ckse watch ,pro, 
t&.Soh~ttgg ,*g eq~plcrt a d v m  as and when ~~ as it 3s d 
prestigious ippartance be* located ,in the Capital of the Counky. 
!Qp @emaniftee trust that Goverprpent would makc fWe& use af the 

on the subject availabl~in the country. During e v i * s  
the -ittee were isfonntd that tbe Scheme erpwted 40 show pro- 
fit .dm ,M9-70 partly due to ratiwlisation ~f procedures and con- 
trol wf?r incidental costs and partly due to increase in sale price 
gkym + f ~ t  to from 22nd February, 1969. The Committee subse- 
qupi.ly ,understaad ficom Audit that the proforma accownts for the 
year 1969-70, as made available to them, shqwed a net p & t  
ob Rs. 73.34 lakhs. In this connection, the Conunittee would like to be 
apprised of the extent of profit arising from the operational efficiency 
and th& accruing from increase in the sale price effective from the 
22nd February, 1969, or lower cost of pracurement of milk, separately. 
The Committee hope that with the increase in turnover and better 
control over expenditure losses would be wiped off and the 9 - h  , c erne 
would be able to function on a 'no profit no loss' basis. 

2.25. The Committee note that the Block Assets of the Scheme did 
not include buildings and airvronditioming plant valued at Rs. 180.97 
laWls as on 31st March, 1969 and that consequently the cumulative 
loss remained understated to the extent of h. 31.85 laikhs. The Com- 
mittee trust that the position would be rectified in thR acc~unts for 
the y m  1969-70. 

2.28. The Schems has sustained lQss even on milk products daring 
thb gear 1Wt-68 for the flrst time + w e  years ended 3lst March, 
1969. Ilie~CommZttse would like t d ~ p w  the specific reasens for the 
loss sustained in the sale of milk products during the year 1968-68 
alone. 

2.21. The Committee find tha$ the profitability or otherwise of 
each of the by-products could not be worked out by the Scheme in 
the absence of product-wise details of cost of production. Tbe 



Sobeme should maintain atX*tI+' in a form which will enable 
working out of individual roduct-wise, loss-profit so that produc- f tio31 c%pa&i€s of pX'0ductd m4'$'fC4d'd ma~g'h of profit may be 
fully utdlised in the financial interest of the* Scheme. 

I 1 1 2  

2.28. It is d l r c o n d n g  b observe a xkng trend in procurement, 
transpartation, procesdng, distribution and overhead clegcnses. The 
cost od procup?ment of milk and transportation ppto the Central Dairy 
w h M  ran& firofn 9.38 mist 60 7.87 pahe Htre during the four 
y;erua lW4-Bti: h lW7-68 swtilenlg jumpkd b 9.05 pitise -in 1968-C as 
against a north of 3.05 paise Axed by Kurfen Committee. Fur- 
t h r  tht .cost & pttwessing, dfstrlbuf2on and other -*eat% went 
up from 14.62 paise in 1964-6s to I#.%+ paise in 1968.69 as cornpared 
to the norm of 13.05 paise. The Committee need hardly emphasise 
the necessity for aa item-wise eontrol of cost with the help of perio- 
-1 cost anitlysis. Tke Committee have dealt with the deficiencies 
in this regard elsewhere in this Report. 

2.24. It was urged before the Committee during evidence that 
the norms laid down in 1964 could not be compared with the er- 
pmsw in later years Further, according to Government, the cor- 
rect method of assessment of unit cost of processing, distribution 
and 0th overheads would be on the basis of total quantity of all 
types o$ milk-standard, tooled and dsruble toned-mannfact~?red 
and sold by the Scheme whereas Kurien Commiktee had taken 
the quantity of fresh milk received as the basis. The Committee 
would suggest that revised norms. if necessary may be worked out 
on a comparable basis for various stages of operation by an inde- 
pendent expert in asseeiation with a person well versed in cost 
.accounts. 



MILK PROCUREMENT 

Audit Paragraph 

3.1. (a) The Milk Processing Plant installed at the Central Dairy 
has an installed capacity of 7,000 maunds (2.55 lakh litres) of whole- 
some milk per day in double shift. The target of procurement as 
fixed by the Management vis-a-vis the actual procurement of milk 
during the last 3 years was as under:- 

(Milk procured in lakhs of litres) 

Year Procurement 
perday 
Target Actual 

Quantity Percentage 
of 

Target. 

3.2. In their reply to the recommendation contained in paragraph! 
3.50 of the 27th Report of the P.A.C. (1967-68), Government had stated 
that steps were being taken to procure more milk in 1968-69 as com- 
pared with that obtained in 1967-68 and that with increase in pro- 
curement it would be possible not only to augment the supply of 
liquid milk to the city of Delhi above the present level of about 2.25 
lakh litres per day but also to produce larger quantities of butter, 
ghee and ice cream, etc. 

3.3. It will, however, be seen from the data given above that pro- 
~nrement of miIk in 1968439 increased only marginaIIy over that of' 
1967-68 and was far short of the installed capacity of 2.55 lakh litres 
per day. 



a.4 h S b i s  c-tion, tMf Min is t ry  have stated (January 1070) MS 
f~hw$:- -  

"me  higher targets of liquid milk procurement based on the 
optimum installed capa* (2.55 l a b  litres) would be 
prescribed as soon as the Scheme is in a position to take 
additional supplies of milk during winter months, which 
could be converted into skimmed milk powder for utilisa- 
tion during the summer months. Necessary spray drying 
equipment and balancing stations are being installed for 
this purpose." 

[Para 80(3) (a) Audit Report (Civil), 19701. 

(a) Milk Procurement 

3.5. The Committee enquired why the Scheme was not procuring 
milk to the maximum installed capacity-viz. 2.55 lakhs litres. The 
Committee also wanted to know the actual procurement for 1969-70. 
The witness stated: "In 1969-70, 720,17,373 litres were procured dur- 
ing the whole year. That was the raw milk which we got. But we 
must make a distinction between this raw milk procurement and the 
processing capacity. The installed capacity has to be in excess of 
the magnitude of procurement." 

3.6. According to the Secretary, Department of Agriculture the 
Uelhi Milk Scheme was using the full capacity of the milk processing 
plant. 

3.7. Clarifying the position further, the Chairman, Delhi Milk 
Scheme added: "The capacity of the plant is related to the process- 
ing capacity. It does not matter whether the milk that is utilised 
is procured or it is reconstituted." 

3.8. The Committee wanted to know the position in regard to pro- 
curement with reference to target fixed for the year 1969-70. The 
Additional Secretary, Department of Agriculture stated: "In 1969-70, 
the target was 2.06 lakhs litres, while we got 1.97 lakhs litres; this 
came to 95.14 per cent; so there was a gap. This was on the procure- 
ment side, not on the plant capacity or the installed capacity." 

3.9. The Committee wanted to know the basis on which the targets 
were fixed. The witness stated: "We do it at the time of framing the. 
budget. The recommendations come from the Chairman, Delhi Milk 
Scheme when he formulates the budget. He initiates it in consulta- 
tion with his own technical staff who look at the procurement side. 
It  is based on two things. Firstly, it is based on the quantity of milk- 



, .tkd%+&b ~MdcU.t&l Eh the @trious**rfs4heh w4 'kM' W .tb-ahci- 
pate the likely trend; on the basis of these, the Chairman (Xhl%%i&' 
W e m e )  Ws &.sdeg,ap to My much milk is likely, tg,@ pacured. 

is seen Qy us and 2d@en dt is s e a  by J?inanoe, and then we even- 
tually make the budget qtimates; in the budget estimates we put it; 
but there is no single individual who fixes the targets." 

3.10. To a quest*, the witness added: "It is an e s ~ m a t e ;  very 
largely, a guess work." 

3.11. Explaining that it is not necessary to procure raw milk to 
the maximum installed capacity of the processing plant, the witness 
deposed as follows: 

"On the procurement side, the maximum that the plant can 
handle is 2.55 lakhs litres. Tomorrow if by good luck we 
get this quantity up to the installed capacity of raw milk 
we would not be able to handle the milk for this reason 
that in Delhi there is a definite demand for toned milk. 
Then there is the question of storage. Therefore, the ins- 
talled capacity for processing milk should be higher than 
the total quantity procured. Ultimately it will all largely 
depend on consumer preference. En Australia and many 
other countries, they do not take the high fat percentage 
of milk and therefore there must be mechanical adjust- 
ments for withdrawing the fat. So, you do not need raw 
milk up to the installed capacity of the processing plant." 

3.12. The Committee understood from Audit that the Ministry 
stated (January, 1970) as follows: 

"The higher targets of liquid milk procurement based on the 
optimum installed capacity (2.55 lakhs litres) would be 
prescribed as soon as the Scheme was in a position to take 
additional supplies of milk during winter months, which 
could (be converted into skimmed milk powder for utilisa- 
tion during the summer months. Necessary spray drying 
equipment and balancing stations were being installed for 
that purpose." 

3.13. During evidence, the Committee wanted to know the steps 
taken by the Scheme with regard to the installation of spray drying 
equipment and balancing stations. The witness stated: "The spray 
drying equipment has arrived and it is expected to be commissioned 
by March, 1971. We have got land for the 'balancing station' a t  Bika- 
ner from the Rajasthan Government and the order for equipment 



" > 
9 ,  t '  . 

~ ~ ~ ~ p i . o ~ ~  in* WCIW&, bePiirth& of ~ C S ~ e u ~ t u r f '  infbrm: 
g , ? m O a t  WC!@dcity was &&kcd,  to go UP t~ 435 lakhs 

l i t ~ d ~ ~ ~ ~ a 1 1 . C l t M i i M i i o f  the .8'b& fneptioned equipments. 
i c r, : 

8:1& Airkd $bout the reasons for the variation in the level of 
pwuI"ement from year to year, the witness stated: "It has turned out 
thhk 1907-68 happened to be one of the worst drought affected year 
in this area. That is how there was a very big shortfall. That year 
drjo taught us to issue a control order during summer months ban- 
ning the use of milk for luxury products, sweets etc. The order has 
had ebme effect because the drop in the supply of milk in summer 
months is not as marked as it used to be in the previous year." 

3.15. The Committee wanted to know the places Prom where the 
milk was procured at present by the Delhi Milk Scheme. The Addi- 
tional Secretary, Department of Agriculture stated: "Our milk shed 
is in the adjoining areas of Delhi; for instance, we buy in Meerut, 
Rulandshahr, Gurgaon, Barnal, etc. We get some quantity from 
Gujarat and Cow's milk from Bikaner." 

3.16. Explaining the procurement procedure adopted by the Delhi 
Milk Scheme, the Chairman of the Scheme said: "The bulk of our 
milk is procured through milk supplies who are middlemen and they 
are entitled to a commission. The price we declare is payable to mllk 
supplied through the middlemen or persons who bnng milk upto a 
roadside point and the quality is F.5 per cent fat and 9 per cent S.N.F. 
We have departmental procurement in Bikaner and the price we 
declare is applicable directly to the milk producers. We have also 
been reserving Karnal for direct procurement of milk and for co- 
operatives in that area. The co-operatives are given a commission 
that is normally given to the milk suppliers. In Karnal we also give 
them the benefit of the fat advantage. The price is Axed on the basis 
of 6.5 per cent fat and in summer it is likely to go up to 8 per cent. 
Instead of the middlemen making the profit, we want to pass on this 
profit directly to the producer and the producer gets a much higher 
price than he ul6uld normally be able to get if he dealt through the 
contractors. These are the various methods of payments to the vil- 
lagers." 

3.17. Referring to the proposal of setting up co-operatives in the 
Jalmang area of Karnal district, the Committee enquired whether 
any progress had been achieved in that direction. The witness stat- 
ed: "We have 84 co-operatives operating in Karnal." 



:'In the Karnal area, tiwe cooperatives were set up three dlur 
, years ago. Initially we started procurement diepartmesnuy. we 
had the men going to the villages and bringing the milk to the chilling 
entres. But we found the diflculties. One was that we had to dis- 
burse the entire cash to all the villagers directly which meant there 
was always the danger that the cash may not find its way. The other 
difficulty was that these people who were employed for bringing the 
milk from the villages, in some cases, left our service and they carried 
the milk away with them. So it was not found to 'be a very happy 
answer and it was then decided to have a change-over to cooperatives- 
We started the cooperative structure last year, in fa&, in an organised 
way. We had a large number of difficulties in the organisation of 
cooperatives, particularly where the men had to make payments for 
the fat test inside the villages. So i t  was necessary to organise 
testing procedure inside the villages which had not been normally 
done. Even in Kaira, it had never been attempted. We tried to 
organise the testing methods on the basis of composite samples 
collected over a period rather than daily because ultimately the cost 
would be much more. For these reasons, there was some difficulty 
in getting these cooperatives organised satisfactorily. But we are 
now in close contact with the State Governments concerned and the 
directors and we have been holding a large number of meetings for 
discussing these things and place the organisation in a satisfactory 
manner. So far, the effect has been limited." 

3.18. The Committee enquired about the present position of the 
proposal for having monopoly procurement of milk. The witness 
stated: "We have given up the idea unless we are driven to it. We 
modelled it on the sugarcane procurement. We have given it up. 1 
do not think it will go through." 

3.19. The Committee drew attention of the witness to the note 
(dated 7th November, 1968) from the Department of Agriculture re- 
garding action taken by Government on the recommendation of the 
Committee contained in para 3.49 of their 27th Report (Fourth Lok 
Sabha) which interalia stated as follows:- 

"The need for cattle development in milk shed of various fiuid 
milk nlants has been well recognised by the Government 
and a number of intensive cattle development projects 
have been sanctioned for milk sheds of various Milk 
Schemes, a basic idea of these projects is linking a large 
dairy with the project so that the dairy gets advantage 



of the additional milk generated. and tloe products get 'ra 
easy assured market. Four such projects have been sanc- 
Itiofwi for milk shed of the Delhi. Milk Scheme in districtb 
of Meemt in U.P., Gurgaon and Karnal in Haryana and 
Bikaner in Rajasthan. These programmes are centrally 
sponsored and outlay as follows has been provided over the 
Five Year Plan period for the various projects-- 

Meerut Project . . Rs. 71.32 lakhs 
Bikaner Project . . Rs. 120.00 lakhs 
Karnal Project . . Rs. 83.52 lakhs 
Gurgaon Project Rs. 77.08 lakhs 

The intensive cattle Development Programme provides for 
a comprehensive programme covering simultaneous action 
on all fronts concerned with increasing production of milk 
which will be channelised to the plant in a specified area 
covering about 1,00,000 breedable milch animals." 

3.20. Referrnig to the four projects centrally sponsored, the Com- 
mittee enquired whether the progress made was satisfactory. The. 
witness stated: 

"I would not like to say 'Yes' because the milk production 
scheme is such that there is a tremendous ground yet t c ~  
be covered. The position is, we have got the various data 
here; for instance, we have the artificial insemination 
scheme; a number of centres have been opened. The 
diseases of the cattle are looked after, we have made pro- 
gress in the programme of breeding also. We are spend- 
ing roughly about Rs. 40 lakhs in these four projects. Our- 
current years' estimate is about Rs. 50 lakhs from memory. 
Our technical people are in overall charge of the pro- 
grammes, some senior gazetted officers and the Directors 
of the States visited these areas and helped in implementa- 
tion of the projects. But this is a matter which will take 
time to show improvement. Some progress has certainly 
been made; probably good progress has been made. But it 
is a matter of personal reaction as to how soon we would 
have results. We have gone in for a very large number o r  
extension Schemes in regard to the cattle development 
work around the milk centres. We do hope that visible 
results of these measures will start coming sooner rather- 
than later." 



*- I.". "2 < . . ;T -'- 3+?l.' Whik pointed, but b Copnit tee $hit  t h e  procurement 
'&pres'ih dP& to milk did now s h ~ w  that much had been done, the 
witness adhed: 

"Some work has been done; the figures are tentative. The 
Chairman of the Delhi Milk Scheme, has estimated that we 
draw half of our milk requirements from these four in- 
tensive areas. The Delhi Milk Scheme has collected 51,289 
quintals from March 1970 from these areas, as against a 
total of 67,800 quintals procured by the Delhi Milk Scheme 
from all the other areas." 

3.22. When pointed out by the Committee that huge amounts had 
been sanctioned for the four projects, but the results were not com- 
mensurate with the amount sanctioned, the witness stated: 

"The development is in the hands of the State Government. 
We have some arrangement for coordination. But we will 
have to do a great deal more to make these cattle deve- 
lopment programmes more effective. We provide for all 
the different kinds of services, as the report itself mentions. 
Our difficulty is we do not have a proper scientific assess- 
ment machinery under the statistical organisation to answer 
the question about improvement in the milk production. 
Although we provide the money, willy-nilly it has to be 
done through the State organisations." 

3.23. According to the Secretary, Department of Agriculture, the 
Intensive Cattle Development Scheme was not intensive enough. 
Etlough was not being done for the breeding programme and for the 
fodder and feed. So far  as the fodder was concerned there was al- 
ways competition with the food crops. 

3.24. The Committee desired to be furnished with the figures re- 
garding procurement of milk from each of the four intensive areas 
uir. Meerut, Gurgaon, Karnal and Bikaner for the last four years 
ending 31st March, 1970. !l%e Department of Agricblture, in a note 
submitted to the Committee have furnished the information as fol- 
lows: 

"Milk is brought bv contractors/Cooperative Sooieties to the 
chilling centres of the Scheme not only from the areas 
covered under intensive cattle development projects but 
also from other adjoining areas. Delhi Milk Scheme has 



not been maintaining records to show specifically the pro- 
curement of milk from areas covered under the four in- 
tensive cattle development projects. However, the pro- 
~urement figures of milk received from contractors/coope- 
rative societies who have been supplying milk from these 
areas to the extent practicable, are given below:- 

(Figures in Quintals) 

Bikaner . . .  25,717 36,433 32,521 6,872 
-- T- i ---I_ 

3.25. The Committee also" wanted to know'the quantity of Milk 
produced within the state of Delhi during 1967-68,1968-a and 1969-70,' 
The Department, in a note, furnjshed the information as given below: 

The following quantity of milk was procured within the State of 
Delhi during the last 3 years. 

1969-70 . . . . . . .  140,117 
- ,  - -- -- e- -- - 

3.26. The Committee enquired whether any research had been 
done to determine what was the economic and balanced diet for 
cattle. The Deputy Director General, ECAR, stated:- 

"In the field af animal nutrition, wwk bas been going on far t h e .  
last 20 years. The agency isathe National Dairy Research Institute 
and its substations, and the Indian Veteriaary Research Institutg, 
Iaotnaaar. Them sue aqverqJ. mgional animal nutrition stations set 
up by the IC@ in differ& rcgionr~ of the country. We .have now 
f&ly pr~pise ,formulations fnr not wly  balanced diet but also 8- 
mmpounded cattle feed hadustry. There are 13 such compounW. 
cattle feed factories which produced balanced mixture for milch 



cattle and other categories of cattle. The total turn over of these 
13 factories is about 100,000 tonnes annually. The factories are situa- 
ted iq different parts of the country, some in U.P. some in Bombay, 
and many of them in the South. Gujarat has one of the largest fac- 
tories. There is one near about Meerut!'. 

3.27. To another enquiry about the popularisation of cattle feed, 
the witness stated: "It is extremely popular. When the farmer finds 
that the milk yield is more, he purchases the cattle feed. The qua- 
tion of price is there. The ingredients fluctuate very much. One 
main ingredient is maize which is priced high in certain parts of the 
gear and becomes uneconomic for the farmer to use. The farmer is 
'quite conscious that balanced cattle feed is useful to him in increasing 
milk production." 

3.28. The Committee wanted to know whether any survey had 
been carried out in the four districts Meerut, Bikaner, Karnal and 
Gurgaon regarding popularisation of the new cattle feed and increase 
in milk production. The Addl. Secretary in the Department of Agri- 
culture stated: 

"This survey has not been carried out but we can find out how 
much has been sold through Government units. But that will be a 
very small part of the total requirements. We have to make it 
acceptable to the farmer on a large scale and that is the effort that is 
being made. We are very conscious of the fact that feed fodder is 
really turning out to be a difficult thing." 

3.29. The Committee wanted a detailed note regarding the pro- 
.gress made in the setting up of intensive cattle hvelopment projects 
in the districts of Meerut in U.P., Gurgaon and Karnal in Haryan~ 
and Bikaner in Rajasthan, indicating inter alia their impact on milk 
production in these areas. The Department of Agriculture in a note 
submitted to the Committee, have stated: 

"With a view to increasing the production of milk rapidly for 
supply to Delhi Milk Scheme, the %istry of Food and Agriculture 
sanctioned in June, 1967 the establishment of 4 Intensive Cattle 3%- 
velopment Projects in the S t a b  of Rajasthan, Uttar Pradesh and 
Haryana. These are Central Sector projects for which the Central 

Government bears the entire expenditure. The Projects are located 
in the Districts of Bikaner (Rajasthan) Meerut (UP) and Gurgaon and 
Karnal (Haryana) wherefrom Delhi Milk Scheme is collecting milk. 
These are comprehensive projects and attend to all aspects of cattle 
development such as controlled breeding, mass castration of scrub 
bulls, effective disease control, subsidised rearing of calves, feeds and 



$odder development, rural dairy extension and organisation of milk 
producers' cooperatives etc. These projects cover about 6.9 lakhs of 
breedable cows/she buffaloes. Special emphasis on improvement of 
cattle for augmentation of production of milk by taking up syste- 
matic breeding with improved Indian milch breeds and/or of suit- 

able exotic breeds and on development of feeds and fodder resources 
is b a g  laid in these projects. Breeding facilities are provided to 
the animals through a net work of A.I. Centres and sub-centres set 
up under the Projects. Superior breeding bulls are located at the 
Semen Bank. Artificial Insemination Centres to collect semen any 
inseminate animals. Semen of these high quality bulls is also trans- 
ported from the Artificial Insemination Centres to the sub-centres to 
breed the village cows so as to bring about a progressive improve- 
ment in the genetic merit of the cattle population covered under 
these projects. A statement showing the progress achieved in the 4 
Intensive Cattle Development Projects during the last three years 
under major items of activities is appended (Appendix I). It will, 
however, be seen from the increase in procurement of milk by Delhi 
Milk Scheme, that, by and large, the Incentive Cattle Development 
Projects in the milk sheds of Delhi Milk Scheme are making a satis- 
factory progress. It is expected that with the introduction of cross 
breeding, the production of milk will further increase when the pro- 
ject will be in full swing by the end of the Fourth Five Year Plan. 

3.30. The Committee also wanted to know the steps that had been 
*ken towards cattle development in the &ate of Delhi. The 
Department, in a note submitted to the Committee, stated: 

"The Union Territory of Delhi has a cattle population of about 
1.7 lakhs. The territory forms a part of the home-tract 
of Haryana breed of cows and Murrah breed of buffaloes. 
The outlay for the Fourth Plan for Animal Husbandry 
Sector in Delhi is Rs. 60 lakhs, out of which an amount of 
Rs. 8 ktkhs hes been ahcated for the year 1970-71. The 
improvement and development of Cattle in the Union 
Territory is being taken care of by the following 
projects:- 

1. Key Village Scheme. 
2. Construction of Veterinary Hospitals. 
3. Loans for purchase of milch animals. 
4. Establishment of Gosadan-cum-Transit Camp. 
5. Goahala Development Scheme. 
6. Eradication of riaderpest. 



3.31. The Committee wanted to know the out-come of the proposal. 
to have a second dairy. The Chairman, Delhi Milk Scheme stated: 
"We have made progress in that. We have already negotiated the 
land and selected the land. We have to take it over. I t  is intended 
to proceed with this after the necessary arrangements for acquisition 
of land are made. We are in the process *of trying to have the 
possessfdn of the land. The matter is under refe~enoa to the ADM 
(Land Acquisition) ." 

3.32. Referring to the problem of procurement, the Committee 
wanted Q know the prospects for the commissioning of the second 
dairy. The Secretary, Department of Agriculture stat+: "You 
might have learnt by now of a very ambitjous scheme of dairy 
development which is being tried around in the four metropolitan 
cities of Delhi, Bombay, Madras and Calcutta. We have set up a 
Dairy Development Corporation with an outlay of Rs. 100 crores 
and the scheme is that by stepping up supplies of milk with the 
Skimmed Milk Powder and later on .by improving the genetic stock 
and The fodder, it would be possible,to arrange plentiful supply sf 
milk not only for these metropolitan areas but the hinterland a h  
The scheme has just started and the details of 'this have been gone 
into carefully with international 'expelits also. There is a very 
substantial cattle development programme. I t  will hot be just 
setting up a Government cattle farm. It will be done as a part of 
agricultural development, a kind of mixed farming. We hope that 
this scheme would work according to schedule and make it possible 
to arrange the full supply of milk to these four metropolitan 
cities." 

3.33. The Committee wish to point out that adequate 1)rocure- 
mmt of milk is the very bask of satisfactory working of t h e  
%hem. The Delhi Milk Scheme has since purchased a spray dry- 
ing wiprnen t  to  take additional sauplies of milk during winter 
month and convert into skimmed milk powder for uttlisation dur- 
ing sum- months and the equipment was expected to be com- 
missioned by Ma& 1971 lateat position has not however been 
intimatcil by Government. The Committee expect that the Scheme - 
would take appropriation measures to step up procurement of milk 
in order to ensure optimum utilisation of the plants t ~ ~ p l t  
the year and to reduce the unit cost of milk and milk products. 

3.34. The Committee are not satisfled with the present arrange- 
ment for the procurement of milk under whioh bulk of the purchoso.. 
is made on com2lrission basts throufi middlemen. I n  the opinion 
of the Committe~, the milk prcdmets should g& the ~ e A t  in fullv: 



4.6. (b) Neither @ny PppW W O U n t  of fat t l t f i M  &s%aintrlned 
byl 'thb ~eh4rnk , fYF ?$,st: Pda* 1988 not*hdanding t.& fact that 
%lib oHb id# maintenance of such an amount was pointed out by 
Audit in August 1984, nor has any norm been laid down sb'far  
(January 1970) in respect of the loss of fat in processing. 

r 
4.7. According to the overall !at utilisation account prepsrgd 

by the Scheme for *he year 1968-69, them was a loss of fa t  bf 
81,385 Kgs. valued at Rs. 9.76 lakhs; the percentage of loss king 
1.97 per cent. Of the total quantity handled. The loss of fat d u r  
ing the period from April 1969 to October 1969 ranged between 
4.05 per cent. and 2.46 per cent; the average loss being 1.07 per cent. 

4.8. The Ministry have stated (January 1970) that the Scheme 
is being advised to determine the norms for the loss of fat in 
processing. [Para 80(4) Audit Para (Civil) 1970j " 

49. Explaining the various stages in which loss and wastage of 
milk and other products occur, the witness told the Committee as 
follows: . 

"We have divided it into two stages, because it is handed 
over from one section to another, and there is an assess- 
ment of the quantity as well as quality in between and 
so it is possible to identify the loss separately from the 
stage of procurement upto the Central Dairy and then 
from the Central Dairy onwards. When the Central 
Dairy takes over the milk, there is some wastage and a 
test is made of the milk that is received; we judge that 
against the price that we have paid for that milk at the 
chilling centres. So it is possible to control it in t w ~  
stages, because two different sections of the Dairy are 
concerned." 

"The third stage is after processing, when the milk is ready 
for conversion to products/into bottles. As regards the 
loss at this stage, we have found that it is not necessary 
to lay down any norms, and there is individuai account- 
ing of every bottle after that stage. We are handling over 
a certain number of bottles to the milk van drivers who 
then hand them over against challans to the depots, and 
the depots are making cash sales against them and they 
have to render account for every .single bottle. So, there 
is no loss which we suffer there. We are taking into, 
account every single bottle that is lost. These are sealed 
bottles, and we are accounting for w r y  single bottle. 



Of course, there could be some loss in the sense, tha t  
some bottles may get broken and all that. But they fire 
fully accounted for. " 

4.10. The Committee desired to know the basis on which the 
norm for loss of fat from the stage of procurement to its receipt a t  
the Central Dairy initially fixed at 1.25 per cent (w.e.f. 1-6-69) and 
was rewed at 1 per cent with effect from 1-7-70. The Chairman, 
Delhi Milk Scheme stated: "No norms have been laid down by 
the Kurien Committee in this respect. These norms have been 
defined on the basis of our own experience. The norms are in three 
stages. One relates to the losses from the point of procurement 
of milk at our milk collection and chilling centres uuto the point 
of their reaching the Central Dairy. ' ~ f t e r  that, we assess the losses 
in milk that is received in the Central Dairy and the milk that is 
issued on the basis of that or the milk products that are prodwed 
from the plant, and the third stage is after it leaves the Celltral 
Dairy upto the point of sale. We have gone into all these three 
stages, and on the basis of data compiled by the Internal Audit 
Section which was organised in 1968, we have defined these norms. 
Studies of these data were made to have a rational solid basis for 
the norms that may be laid down. As regards these norms. the 
first part was from the procurement end upto the point of receiot 
in the Central Dairy. The norm was laid down at 1.25 per cent 
earlier, on the basis of data collected earlier, but when we started 
enforcing our norms and calling for explanations, whenever the fat 
loss was higher than the norm, it resulted in a certain tightening 
of controls and some saving, and it was thus possible to reduce this 
norm upto 1 per cent. Since then, we have also laid down the 
norms for the processing losses, in respect of both the milk con- 
verted into milk bottles and the milk converted into products." 

4.11. Dealing with the norm for the loss during processing, the 
witness went on to say: "Then we come to the question of the noml 
of loss within the dairy during processing. We have laid down the 
norms separately for the summer season and for the winter season. 
The reason for that is that in winter we get a larger quantity of 
milk, and a part of that milk is converted into products which 
are dependent entirely on hundred per cent handling of fat; ?he 
losses in the later case are liable to be higher as compared to the 
case when we are using milk only for product,ion of bottles. The 
losses in respect of fat are liable to be higher when we are handling 
fat as such as compared with that when we are using milk only 
for production of bottled milk which is the situation during summer. 
So, we have laid a lower norm for the summer months and a higher 



and the amount paid therefor from January to December 1968 month- 
uPise. 
- . -.-.-- --. .- --.- -- - 

1968 0 1969 

Moncha Tool milk Amount Total milk Amount paid 
procured paid procured 

KP. Rs. Kgs. 

- --- - 
Jmuw 
February 

March 

April 

May 
June 

J ~ Y  
Ausuat 
September 
October 
November 
Dmmber 

1. The low per cent in the year 1969 as compared to the year 1968 
was due to famine condition which led to migration of milch cattle 
from the milk procurement area. 

3.47. The Committee were informed that as there was direct de- 
partmental procurement at Bikaner, testing of individual supplies of 
milk, being prohibitivdy expensive, was not done and that some im- 
provements have been made since January, 1969. The Committee 
do not approve of the existing arrangement as thpy consider that 
the testing of individual supply is a must to guard against procure- 
ment of substandard or adulterated milk. The steps taken in this 
regard may be reported to them. 

*While verifying the factual position, Audit had the following to say: 
"On local verification in Audit of the figures at  Bikaner, it was found that 

the total milk Procured as  indicated by the Ministry also ivclucled the quanti- 
ties .of curdled and soured milk for which no payment is made (Quantities 
of such milk. though asked for. have not been furnished by the Scheme t o  
the IXC.A.. New Delhi.) 

Similarly, the f@mes of 'amount paid' d o  not represent the actual amount 
paid for the quantlty of milk procured in each month. These flgures repre- 
sent the total amount paid, including arrears of earlier months." 

These observations were communicated by the D.C.A.. New Delhi, to the  
Ministrv on 10-12-1970. - 



CHAPTER 1V 

PROCESS/TRANSIT LOSSES 
Audit Paragraph 

4.1. (a) No norms have so far been laid down for the loss and 
wastage of milk and other products duxing handling, processing and 
difstribution although this deficiency was pointed out in paragraph 
2W.6 of Audit Report (Commercial), 1963 and Section XXIII-5 of 
Audit Report (Commercial), 1966. 

4.2. The Management have stated (November, 1969) that, after 
a careful review, it has been decided to fix a norm of 1.25 per cent 
for loss of fat from the stage of procurement of milk at the chilling 
centres to its receipt at the Central Dairy and that "the question 
of fixing norms for the loss of fat in processing and the loss of 
mi& in distribution is under active consideration and Audit will 
be informed of the further development in due course." 

4.3. The Ministry have, however, stated (January,. 1970) that, as 
the loss of fat from the stage of procurement to its receipt should 
'riot exceed 1 per cent, the Scheme has been asked to &fix the norm 
at  not more than 1 per cent with effect from 1st July,. 1970. 

4.4. As regards the fixation of norm for transit loss from the 
chilling centres to the Central Dairy, it may be mentioned that the 
Management have fixed only the norms in terms of fat loss and 
not with reference to the quantity of milk. As against the proposed 
percentage of 1.25., the fat loss in respect of buffalo milk during 
1968-69 ranged between 0.07 per cent and 4.81 per cent in respect 
of various centres. 

4.5. So far as the transit loss in terms of quantity of milk is 
concerned, the transit loss in rpspeEt of cow milk transported from 
Bikaner to Delhi during the month of July 1968 amounted to 13,310 
Kgs. valued at Rs. 8,651.50 and represented 2.6 per cent of the total 
quantity transported during that month. The Management have 
explained (November, 1969) that the transit loss was due to rough 
handling of the freezing cans by the Railway staff, loss due to 
spillage, etc. The Ministry have stated (January, 1970) that "these 
losses will be avoided after the introduction of the insulated rail 
tankers for transport of milk from Bikaner to Delhi for the pro- 
curement of which the indents have been placed with the 
D.G.S. & D." 



&mdat.d laid .down ia the Accounting mannual is 4 per 
cent. The position is not bad In fact, we are doing 
pretty well. Because of the practical difficulty and the 
cost involved we have not gone into the testing of milk 
supplied by individual producer. There are two ingre- 
dients in the milk which we would like to be assured of 
fat content and protein content. There are two proce- 
dures--one is test by specific gravity and the other is a 
detailed one." 

3.39. To a question, the witness stated that the sample was taken 
after the milk was received by the collection and chilling centres. 
Individual testing was prohibitively expensive. So the scheme tried 
to evolve a certain practical method in dealing with milk. 

3.40. The Secretary, Department of Agriculture added: 

"No loss has been incurred because on the total collection at 
the Bikaner chilling centre we have found that year after 
year the fat content is higher than the standard fat content 
of cows milk which we have laid down. May be the posi- 
tion was not explained properly. The overall loss might 
not have been properly explained. We concede that in an 
individual case of buying milk from buyers the Delhi 
Milk Scheme might have done badly but on the overall 
collection at our chilling centre there has been no loss." 

3..41. The Committee then pointed out that it was not only a 
question of loss but also a question of irregularity. The Committee 
desired to know the reason for changing the procedure in 1969 if 
there was no loss under the old system of procurement. The witness 
stated : 

"We have only improved the procedure to the extent that we 
are now making tests of the cans of milk. But a proper 
procedure will be that if we collect milk from so many 
producers. we should test the milk supplied by each 
producer. We are s4ill not doing it. Our internal audit 
has gone into this question from 1965 onwaGds. At the 
chilling centre, we were taking the measurements of the 
fat content. It has been brought out by the internal audit 
that the fat content was in the neighbourhood of 4.5 per 
cent whereas the standard fat content for the cow's milk 
is 4 per cent. Before 1985, we do not have the figures, it 
is very difficult to conclude one way or the other. If, on 



test, after 1965, we had come to this conclusion, may be 
the position was holding good even in earlier years. But 
we will not be able to deny that there was no loss." 

3.42. The Committee then pointed out that the loss suffered by 
the Delhi Milk Scheme, on that account during the years 1962-68 had 
not been assessed by the management yet. The Committee wanted to 
know the reason. The witness stated: "We certainly, went into this 
question after audit drew our attention to the flow. The internal 
Audit has been able to check the figure from 1965 onwards. We are 
not in a position to say as to what exact fat content was in regard to 
overall collection of milk prior to 1965." 

3.43. Referring to the step taken in 1969 to rectify the position, the 
witness further stated: "The intention was to further streamline the 
procedure. We do not say that the practice that we are following 
i s  strictly correct. We admit that the correct practice will be to test 
the milk as supplied by each producer. The Chairman of the Delhi 
Milk Scheme has explained the practical difficulties in adjusting that 
procedure. However, some improvement, what one might call a via 
media, has been effected after the audit drew our attention to this 
flaw. We have also made an indirect check to see what has been the 
extent of the loss and the picture which has emerged is not unsatis- 
factory." 

3.44. To a question, the Chairman, Delhi Milk Scheme replied that 
the procedure was entirely confined to Bikaner Centre where they 
had peculiar difficulties. 

3.45. The Committee wanted to know the average fat content of 
milk at the chilling centre in Bikaner during 1968-69. The Depart- 
ment of Agriculture, in a note submitted to the Committee furnish- 
ed the following information: "Average fat content of the milk re- 
ceived at the chilling centre in Bikaner District during calendar years 
1968 and 1969 is as follows: 

1968 4.3 per cent fat 
1969 4.5 per cent fat." 

3.46. At the instance of the Committee, the Department of Agri- 
culture furnished a statement as under showing (i) quantity of milk 
purchased at Bikaner and the amount paid therefor from January to 
December 1968 monthwise and (ii) the quantity of milk purchases 



of the middlema to derive p a t .  TO d i e v e  this 
hR dm COOP€d&Xl with the State Governments con-& the 

Scheme should eneoarsge estabiislhment of genuine d i k  prducers, 
-per~rtiva milk-f4hed areas from where milk is at present 
mared.  The organisation J cooperatives which fs one the 
aims of the Intensive Cattle Development projects should, receive 
the priority that it deserves. 

3.35. In spite of considerable expenditure on the Intensive Cattle 
Development Projects sanctioned for the milk shed oi D e w  Milk 
Scheme in districts of Meerut ia U t h r  Plladesh, G u r m n  and 
Karnal in Haryana and Bikaner in Rajasthan, the Committee do 
not find any appreciable improvement in procurement. As against 
a quantity of 3,35,145 quintals of milk purchased in these areas in 
19613-61, the quantity procured in 1969-70 was only 3,39,503 quintals. 
Admittedly the projects are not intensive enough and "there is a 
tremendous ground yet to be covered." According to the Secretary, 
Department of Agriculture, enough was not being d m e  for the 
breeding programme and for the fodder and food. The Committee 
hope that Government will attend systematically to these short- 
comings in the interest of improving milk production. 

3.36. The Committee could not get any idea about the increase 
in the yield of milk consequent on the implementation of the cattle 
.development projects. The witness informed the Committee that 
.Government "do not have a proper wientific assessment machinery 
under the statistical organisation to answer the question about im- 
provement in milk production!' The Cornmitt- are unhappy about 
the inadequacy of the existing Government nsachinery in this 
regard. As these projects are centrally sponsored, the committee 
feel that it is the responsibility of the Centre to ensure that these 
ybld satisfactory results In this connection the Committee would 
suggest that a periodical survey should be undertaken in the four 
ICDP areas so as to determine the extent ef increase in milk pro- 
duction and device further measures, in the light thereof to 
achieve higher production. 

(b) Payment at full rate for the sub-standard cow milk. 
Audit Paragraph 

3.37. It was noticed in 'audit that in respect of procurement of 
cow milk at the Bikaner Centre. the Scheme was paying for the 
milk at the full rates without any reference to its fat and S.N.F. 
contents. It was only with effect from January, 1969 that the price 
was regulated with reference to the fat and S.N.F. contents. The 
loss suffered by the Scheme on this account during the years 1962-68 
has not, however, been assessed by the Management. 

[Para 80 (3) (b) Audit Report (Civil) 1970) 
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3.38. The C o d -  ~ i n t e d  out that it was qvident from the 
audit para that during the year 1962-68, payment was made without 
eference to the fat and S.N.F. contents. The Committee wanted 
to know ,the reason for the lapse. The Secretary, Department of 
Agriculture stated: "Broadly the picture is that since the milk is 
being collected from individual users (producers) it would cost 
much more in keeping the staff for testing fat content than the 
possibility of any loss. However, an analysis has also been made of 
the total collection of milk and we find that on the overall total, 
instead of incurring a loss there has been some gain because the 
fat content of the milk collected has been in excess of 3-5 on which 
we price our milk." 

The Chairman, Delhi Milk Scheme added: 

"As explained by Secretary, we have departmental procure- 
ment of milk in Bikaner. Bikaner is an extremly difficult 
area. We have to go right into the heart of the desert. 
After some distance we have to go by road and organise 
collection. The organisation of the testing of milk would 
involve certain amount of delay. That, besides the 
expenses, is 'the limiting factor. The collection of milk 
from the villages was started in 1962 and has been carried 
out on the basis of the rough and ready method of testing 
of quality. The procedure was that milk was accepted 
from various producers in milk cans which were identified 
producer-wise. After receipt ithe cans were tested 
individually so that even though it was not possible to 
identify this in respect of a particular producer it was 
possible to identify it to a group of three or more D-oducers 
who have given sub-standard milk. So, in actual practice 
there was enforcement of the quality by the simpler 
negative approach. We would reject the milk of that 
paMcular can depending on the quantity of adulteration. 
We have found that by and large this works reasonably 
effectively. But after we have grown up, in the light of 
experience, we decided to streamline it still further. In 
January, 1969 we have introduced a evsteml of test 
checking of S.N.F. by which we have been able to improve 
the situation a little more. So far as the overall situation 
is concerned the Internal Audit has found that the results 
are quite satfsfactory during the years 1965-68 so far as 
fat content is concerned. The figures are 4.4 per cent in 
1965, 4.8 ia 1Wij and 4.4. in 1967 and 4.3 in 1868 whereas t h e  



informed the percentage of norms eo fixed but not the basis on- 
which the* were fixed, as follows:- 

"Government have fixed the limits for the losses at various 
stages as indicated below due !o spillage and spoilage of 
milk in the Madras Dairy and Milk Project. 

- .---- ------ 

From Colony to Central Dairy 
0.5"; 

From Rural Societies to Central Dairy J 

From Rural Societies to Chilling Centre 1 
From Rural Societies to Bulk Coolers I- 0.5:'0 

From Rural Societies to Erode Dairy 

From Erode Dairy to Central Dairy 1 By lorry in 0.5:; 

From Chilling Centre to Central Dairy By road Tank1 r 0 . 2 . p ~  

From Bulk Cooler to Central Dairy J 
11. ( a )  Loss in machinery excluding sampling 

I. Central Dairy . . . . . . . . .  I .oO'!L 

2. Erode Dairy . . . . . . .  0 '25% 

. . . . . . . . .  3. Chilling Centre 0.107~ 

4. Bulk Cooiers. . . . . . . . .  3.25% 
(6) Sampling (of the total quantities handled by the Project) 

111. Loss in Distribution . . . . . . . . .  0.25?'0 

4.28. 4(b) The Committee drew attention of the witness to the 
fact that proper account of fat utilised was not maintained by the 
Scheme till 31st March, 1968 notwithstanding the fact that the need 
for maintenance of such an account was pointed out by Audit in 
1 The Committee wanted to know the impediments in the main- 
tenance of a propel. accounts of fat utilised. The Financial Adviser 
and Chief Accounts Officer of the DMS stated: 

"We went into this question of fixation of norms yesterday in 
connection with sub-para 4(a). It was true that the Audit 
pointed out in 1964 that fat utilisation account had not been 
kept. But, an attempt was made to keep such an account 
from April 1, 1965. But, this ran into difficulties because 
of various practical problems 'that we had to face in each 
stage of processing in the Central Dairy. There was no sure 
method of assessing the exact quantum of fat in various 
stages of processing. Milk was Arst received for pasteu- 
risation. After pasturisation a part of it is utilised for 



milk products. Many process are involved before the 
milk can be converted into 'butter and ghee. At every 
stage, there is a loss. The technical officers were of the 
view that unless in the ,beginning itself we could assess as 
to what is the exact quantity of fat that was taken on for 
processing, it is not possible to assess the fat loss a t  every 
stage. So, after keeping an account for nine months, it 
had to be given up. This matter was discussed again with 
the technical officers. From 1st April, 1968, the internal 
audit section was strengthened, and this section started 
preparing a fat utilising account right from the time the 
milk is received in the chilling section as to what is the 
quantum of fat received and despatched from the Central 
Dairy and what is the quantum of fat that is given for pro- 
cessing as milk and milk products etc. After keeping the 
account for nearly about 15 months, we were able to pres- 
cribe the first norm and then we went on to fix the norm 
for the processing loss from 1st June, 1970. This is the 
short history, that I want to mention. There has been a 
delay no doubt, but there were practical difficulties also.'' 

4.29. The Committee pointed out that as per audit para, the loss 
of fat during processing from April, 1969 to October, 1969 ranged 
between 0.05 per cent to 2.46 per cent, the average loss being 1.07 
per cent. The Committee wanted to know the reason for such a 
wide variation from time to time. The Department of Agriculture in 
a note submitted to the Committee stated: 

"The actual fat losses for the different months during the 
period from April, 1969 to October, 1969 was as follows:- 

--- - .----- 

Month Percentage of Ioss/surplu~ 
. . . . . . .  April, 1969 (-1 I . ~ s ' %  

August, 1969 . . . . . . .  (-) 1'37% 

September, I 969 . . . . . . .  (-1 1.18% 

October, 1969 . . . . . . .  (-) 2.46% 
..... -.--- *--- --.-- 

The loss of fat during the period from April, 1969 to Septem- 
ber, 1969 ranged between 0.05 per cent to 1.52 per cent 
whereas in October, 1969 it was 2.46 per cent. Generally 
speaking, the loss of fat during the period from April to 
September in any year is less than the loss of fat during 



4.25. The Committee desired to know whether there was any 
aheck to ascertain that the losses were genuine transit iosses. The 
Department of Agriculture, in a note submitted to the Committee, 
stated: 

"There are four stages involved in the despatch of milk from 
Bikaner till its receipt in the Central Dairy, viz- 

(i) Transport of milk in hand carts from Bikaner Chilling 
Centre to Railway Station Bikaner and its loading in 
the train; 

(ii) Transpost of milk by rail from Bikaner to Delhi; 

(iii) Unloading of milk at  Delhi Railway Station and its 
carriage from station platform to milk van sent for 
collecting the milk; and 

(iv) Receipt of the milk and weighment a t  Central Dairy. 

It  will be observed that at  each stage mil!< cans are handled 
manually, unlike the milk whizh is received from other 
centres by road milk tankers in which thc milk is pumped 
in a t  milk collection and chilling centres and pumped out 
a t  the Central Dairy. Chances of spillage and pilferage 
are thus comparatively more in the case of milk p~ocured 
from Bikaner. 

In order to reduce transit losses, frozen milk in G.I. cans is 
booked b y  the Manager, Milk Collection and Chilling 
Centre, Bikaner and the wagon is sealed in  the presence 
of D.M.S. staff. At Delhi a Dairy Supervisor is sent to 
the Railway Station alongwith staff for receiving the 
milk from the Railway Station and the seai is broken 
in his presence. The losses will be considerably reduced 
after the introduction of rail milk ?ankers ;or transport 
of milk from Bikaner." 

k26. Asked whether any comparative sfudg of norms for losses 
prescribed b y  various dairies had been made, the witness explained: 
' 'We  have tried to compare with other dairies. Hut ~nfort~unately, 
except lor the Madras Milk Scheme, we were not able to get any 
satisfactory reply from other dairies. I t  would appear that they do 

.not have any satisfactory norms for this. Even from Madras, the 
comparison w a s  not possible since we received the information 



.\ 
quite late. We are intending to send out aur staff to study the 
norms in comparison with others." 

4.27. The Committee wanted to know the nwms prescribed by 
the Madras Milk Scheme for each item, and how those norms com- 
pared with those of Delhi Milk Scheme. The Department of Agri- 
culture intimated to the Committee as follows: 

"Various schemes dealing in milk and milk products viz., 
Bombay, Madras, Calcutta, Ahmedabad and Anand v:ere 
requested by Delhi Milk Scheme on 30-10-1969 to intimate 
norm for handling, processing manufacturing losses in 
vogue in their respective Dairies. In spite of repeated 
reminders, no reply was received from them cxcept from. 
the General Manager, Kaira District Coop. Milk Pro- 
ducers' Union Ltd. Anand and Commissioner Production, 
Livestock Development, Madras Dairy. 

M/s. Kaira District Cooperative Milk Froducws' Union Ltd. 
intimated that "Losses will depend u w n  the size of ?he 
plant, operational efficiency, averages in quantity and 
quality to meet the legal standards etc. and that these 
losses would also vary according to the quantity of milk 
handled as liquid milk compared to products. 

"In our plant larger quantity of milk is convened into pro- 
ducts compared to liquid milk sales. We do nnt sell 
liquid milk in bottles but by tanker loads and thcrcfore 
our handling losses will not be comperable in fixing up 
the norm of processing losses." 

In response to another reference made by D ~ l h i  Milk Scheme 
they further confirmed that "the quantity handled in the piant 
varies to a great extent in diffefent seasons. Because of this, pro- 
portion of liquid milk handled to product milk will aiso vary. In 
addition to this, v1.2 are rna:-.ul"acturing different types of milk 1.x-o- 
ducts simultaneously so it is difficult to fix up the norms for lcss:?s 
and therefore we have not fixed any norms for handling losses." 

Commissioner, Madras intimated on 12-1-70 that losses have 
been fixed in terms of mi& only and no percentage for the loss 
of fat has been fixed. They were asked to indicate the norm so 
fixed and the basis on which these norms VWC\ fixtd. ID reply they 



4.18. Thc Committee invited the attention d the witnem tb the 
f ~ e t  that the 4t.ahsit lotoss in respect of cow'is milk trans~orted h m  
Btkaner to De&i during the month of July, 1968 amounted 13,310. 
Kgs. valued at Rs. 8851.50 and represented 2.6 ue_r cent of the total 
quantity transported. The Committee asked whether it was not 
on the high side. The Chairman, Delhi Milk Cjcheme stated: 

"Milk from Bikaner is brought under peculiar circumstances. 
Normally from other chilling centres milk is pumped into 
road tankers of 7000 litres capacity and there is no loss. 
But we went to Bikaner on a y i h t  bdsis and milk is 
frozen at an ice factory with which we have entered into 
a contract and the ice cans are transported to railway 
wagons and milk is brought overnight from Bikaner to 
this place and unloaded here. There is a slightly higher 
loss in this proces. Ultimately milk will be transported 
from Bikaner by rail in tankers and we have ordered 
five tankers and they are expectrd to be received by the 
31st March, 1971, the current financial year and when we 
receive them the handling wiU be smoother." 

4.19. The Committee enquired whether the loss was due to bad 
or rough handling alone or it was due to theft. The witness stated 
that some theft could not be ruled out but there was no specific 
case of thedt brought to the notice of the Scheme. 

4.20. The Committee then enquired whether the Delhi Milk 
Scheme were entitled to prefer a claim against the Railway since 
the loss occurred during the railway transit. The witness stated 
that the wagons were sealed at Bikaner and the seal was broken 
by the Delhi Milk Scheme at Delhi. It was transported at owner's 
risk. In reply to another question, the witness further stated that 
there were losses every month; the audit examined it in respect of 
the month of July, 1968. 

4.21. When asked by the Committee about the delay in procur- 
ing the tankers, the witness stated: "Tankers had to go with the 
balancing station; they are all part of the same deal. Besides the 
design for these tankers had to be prepared by the Railway Design 
and Standards Organisation. a t  Lucknow in consultation with FA0 
experts on the basis of the tankers used in Bombay, which is nsed 
on the broad-gauge; here it will be metre-gauge and the capacity 
will be 21000 litres compared to 40000 litres at Bombay. After the 
designs were prepared, there is the inch-itable process of purcllase 
action through DGSD. We expect the tankers to be delivered by 
the two Arms on which orders had already been placed, by 31 
March 1971." 



4.22. When asked by the Committee about the steps take11 t o  
prevent these losses in the meantime, the witness stated that milk 
was handled under very difficult conditions. However, the Scheme 
should have to look into the matter again to ree if the losses coiild 
be brought down. 

4.23. Asked whether it was possible to ensure a regular supply 
of cow milk in the city of Delhi, the Chairman. Delhi Milk Scheme 
explained the difficulties as follows: 

"So far as the cow milk is concerned, we had dificulties in 
maintaining supplies over the last year and a half. Cow 
milk primarily comes from Bikaner and Bikaner was nit 
with famine. We used to get 20,000 litres earlier and 
gradually it has come down to just 3000 11tres. The cattle 
is so emaciated that sometimes even this milk is not found 
A t  for issue as such. So there has been a difficulty in 
maintaining, the issue of cow milk on a regular basis." 

4.24. The Committee desired to be furnished with a detailed 
statement showing (i) the quantity of milk transported ircm 
Bikaner to Delhi, (ii) quantity of milk lost in transit, (iii) its value 
during the years 1966-67 to 1969-70 monthwise. The Department 
of Agriculture in a note submitted to the Committee have furnished 
the information which is reproduced in Appendix 11. The following 
position emerges: 

Year Quantity Quantity Percentage 
of milk lost in of loss 
despatched transit 

---- 
(litres) (litres) 

*The weighbrid is stated to have gone out of order since October 1968 md hence 
cluantity lost thcreagr could not be aseesaed. 



norm for the winter months. During the period April-September, 
it is 1 per cent in tern  of fat; during the period October-March, 
it is 2.5 per cent in terms of fat. The over-all loss we have fixed 
at 2 per cent in the year." 

4.12. The norm for loss during pro.cessing was Axed as above 
(with effect from 1-6-70). 

4.13. The Committee wanted to know the reason for the loss cd 
Tat during processing. The witness stated: 

"The loss of fat occurs because the fat has a tendency to 
come up on the top and it sticks to the various pieces of 
equipment; it can be spilled and all that is part of the 
handling. The fat losses are higher when we are handl- 
ing pure fat and lower when we are handling it in the 
form of milk." 

"In the process milk passes through a variety of equipments 
first it is poured from the tanker into the tanks; then 
from the tanks it flows into the chillers or the pasturisa-. 
tion plants, and there would certainly be some loss as a 
result of fat sticking to the various pieces of equipment." 

4.14. When pointed out by the Committee that the norm of 2.5 
per cent during winter season is on the high side, the witness added: 
"The figure of 2.5 per cent would appear to be high but as the 
Chairman, Delhi Milk Scheme explained in winter months, the Fro- 
duction of butter and ghee is very much larger. The contents c.f 
fat in butter is 85 per cent and of ghee 98 per cent. When fat is 
handled in that percentage if one meets with loss, it constitutes a 
high percentage of fat loss and thus the loss in terms of absolute 
fat could be more. We had already the idea of reviewing it periodi- 
cally and if there is a decreasing trend, surely we can decrease it." 

4.15. The Committee wanted to know the steps taken or proposed 
to be taken by the Delhi Milk Scheme to reduce the loss in process- 
ing milk. The witness stated: 

"As happened in the case of the norms set for procurement 
where it was possible to reduce the norm, we shall see 
what can be done. The norm is only a guideline against 
which we judge the performance of the dairy. It makes 
people careful as they have to answer for the shortcom- 
ings later on. In the procurement side, it acts as a 
healthy check on management and after some experience 
we hope it would be feasible to improve upon this. 
0)miously our efforts will be to ensure that the loss is 



reduced to the minimum. Some imnrovements could bpr 
M'eefed bf.16 then ssme losses are unavuidable. Thar 
,happens as part of the handling. We mmot  work al- 
together without losses." 

4.16. The Committee deitired to know the consideraticns uhich 
weighed with the Scheme for not fixing the norms for transit losses 
from the chilling centres to the Central Dairy in terms qf quantity 
of milk. 

4.17. The Department of Agriculture in a note submitted to the 
-Committee stated: 

"The norm for transit losses from the chilling centres to the 
Central Dairy has been fixed in terms of fat and not 
in terms of quantity of milk, because of the following 
reasons : - 

(a) Fat and SNF are the main ingredients of milk apart 
from water. It is with reference to the percentages 
of these two ingredients in milk that quantities,of milk 
purchased at the milk collection and chilling centres 
(excepting Bikaner) are priced and pald for. Again 

during processing the shortages of either of these two 
ingredients are to be made up by udditiop of butter 
fat/SMP to bring it to the prescribed standard of 

quality; and 

(b) Norms with reference to the quantity of milk irrespec- 
tive of its quality would not enable the scheme to 
exercise effective control over milk in transit as 
quantity of milk can be increased readily by tiddition 
of water. By fixing norm in terms of fat, the most 
valuable ingredient of milk, the Scheme seeks to exer- 
cise dual control over milk in transit both quantita- 
tively and qualitatively. The auantum of fat in milk 
at the time of despatch is ascertained by multiplying 
the quantity of milk under despatch by the percentage 
of fat as per sample drawn by the Manager of Milk 
Collection and Chilling Centre. The quantity of milk 
received there-against a t  the Central Dairy is again 
multiplied by the percentage of fat as per sample of 
milk drawn by the quality control lab. of the Central 
Dairy to arrive at the quantum of fat actually received. 
The difference between thg two quantities of. fat is 
the transit loss which covers both quantitative and 
qualitative losses." 



the perid fmm October to Mareh bcceuge in the former 
period only liquid milk is practssed for distrlbuW .bS 
such whereas in the latter period commendng f h h  
October, other products such as white butter, table butter 
and ghee are also prepared, as surplus fat for such pro- 
ducts becomes available only during the winter months. 
During this later period in the production of white butter, 
table butter and ghee, fat as such has to be handled 
through various stages and its loss in terms of fat is thus 
higher than in the case of processing of liquid milk of 
different types for issue as such." 

4.36. The Committee note that the norm for low of fat from the 
stqe of procurement upto the receipt in Centrrf Dairy has been 
reilnd as 1 per cent with &ect from 1st July 1970 and that losg 
daring processing has been fixed as 1 per cent durtng surrm~er months 
and 2.5 per cent during wintee months subject to an overall loss of 2 
per cent in the year with effect from 1st June 1970. The Committee 
would like to stress that the losses should be reduced to the minimum 
and that the norms flxed should be periodically reviewed with a view 
to d i x h g  them at the lowest possible level. In this connection it is 
worthwhile undertaking a comparative study of noams fixed by 
various milk schemes in the country after obtaining the particulars 
iram the eehmes from which they are yet to be received by the 
Delhi Mik Scheme. 

4.31. The Committee are not convinced of the reasons adduced for 
m t  fixing the norms for the transit loss in terms of quantity. The 
loss of milk in transit from Bikaner has been increasing from 0.3 per 
cent of the total quantity despatched in 1966-67 to 2.7 per cent in 
1968-69 (upto September, 1968). This swggests the need for fixing 
the norm in terms of quantity also as a check against any 
possible pilferage, adulteration of fat and loss of SNF content of 
milk. The Committee observe that the Milk Scheme in Madras has 
fixed norms in terms of quantity of milk. 

4.32 The Scheme has sustained an extraordinary loss of milk in 
transit from Ifidraner during 1968-89. The loss subwquent to Septem- 
ba, 1968 is not susceptible of assessment as the weighbridge is stated 
to have gone out of order in October, 1968. While the pecallv con- 
ditions under which milk is praeured and transported from Bikaner 
may warrant a slightly increased loss over the norm of 1 per cent 
fhred by the Scheme-which, however, is not borne out by the low 
percentage of loss during 1966-67-such high percentage of loss in 



;E- -& be regarded as inescapable transit loss. The Cam- 
~ ~ c w ,  wme informed during evidence that some theft could not be 
nJlQd out a1though there was no speoifIc case brought to the 
af the Scheme. The Committee would like an investigation to be 
undertaken into the circumstances that led to such extraordinary 
losses during 1968-69 and appropriate action taken against the 
ofRcials concerned. T b  Committee hope that the wcighbridge 
would be repaired and brought into use forthwith and that care 
would be taken to ensure that it does not go out of order. 

4.33. The Ministry intimated the Committee that the transit losses 
from Bikaner would be reduced after the htrodurtion of rail milk 
tankers for which orders had already been placed. m e  Committee 
@d that quantity of milk despatched per day from Bikaner was on 
an average 3,769 litres, 8,832 litres, 8,022 litres and 1,369 litre$ in the 
years 1966-67, 1967-68, 1968-69 and 1969-70 respectively. ~ ~ a i & t  this 
background and taking into consideration the proposal to have a 
cheese plant installed at Bikaner, the Cornmittec would like Govern- 
ment to make surc of the economics of procuring tankers of 21,000 
litres c~pacity for transport of milk from Bikaner. 



CHAPTER V 

DISTRIBUTION AND SALE 

Audit Paragraph 

5.1. (a) In paragraph XVI-3 of Audit Report (Commercial), 1963 
and Section XXIII-3 of Audit Report (Commercial), 1966 it was 
mentioned that the Scheme had not achieved the targets for the 
opening of the milk depots and All-day milk stalls. The position in 
this regard up to the period ending 31st March 1969 is indicated 
below :- 

Number to Opened as on 
reopened on 31 st  March, 1 ~ 6 9  

hii lk  Depvts 

All-day Milk Stalls 

In this connection, the Management have stated (November 1969) 
as follows:- 

(i) "The shortfall in the target has been due to the change in 
the designs of the milk booths in accordance with the 
beautification programme of the capital city. The revised 
designs have not yet been finalised." 

(ii) "The question of opening additional milk stalls has been 
held up for the time being pending review of the working 
of the existing All-day Milk Stalls." 

5.2. As regards (i) above, the Ministry have stated (January, 
1970) that revised designs have since been finalised and the con- 
tracts awarded for the construction of the remaining 78 milk-bmths. 

[Para. 80(5) (a) Audit Report (Civil) 1970.1 



(a)  Dist?ibution and Sale 
5.3. The Committee enquired whether the Scheme had been able 

to increase the supply of good milk to the Delhi City and whether 
there had been any assessment of requirement of the city. The Corn- 
mittee also wanted to know in this connection the quantity of milk 
required per day and the average quantity of milk supplied per day 
during the years 1968-69 and 1969-70. The Department of Agricul- 
ture in a note submitted to the Committee intimated the position as 
given below : 

"The Scheme has been able to increase the supply of lfquid 
mikk to the city. The average quantity of milk supplid 
during the years 1968-69 to 1969-70 is as follows: 

1968-69 z,z7,  636 Iitres pcr day 

r%g-70 2, 57, 118 ,, ,, 
Milk requirement for Delhi City has recently been broadly 

estimated as 7,00,000 litres per day at the end of 1974-75 by 
the National Dairy Development Board in connection with 
the formulation of W.F.P. Project 618." 

5.4. Referring to the question of opening of additional all-day 
Milk StalIs which had been held up for the time being pending 
review of the working of the existing Milk Stalls, the Committee 
enquired whether the review had been completed. The Committee 
also wanted to know the results of the review. The Department, in 
a note, stated: 

"A preliminary examination has shown that while there are 
seasonal variations in the quantum of sales particularly of 
milk products, most of the stalls are not economically 
viable. A detailed review of all milk stalls is being taken 
up and the results of such a review will be intimated as 
soon as it is completed." 

5.5. The Committee wanted to know the progress made in the 
opening of milk booths. The Department, in a note, stated: "Against 
the target of 1,000 depots, 922 depots were opened by 31st March, 
1969. Action is now in hand for construction of 100 more milk booths 
(200 depots) and thus increase the number of depots to 1122. Sites 
for the construction of 88 milk booths have been furnished to the 
CPWD and out of these, about 50 milk booths are nearing comple- 
tion. Work on the remaining milk booths has been delayed as dis- 
putes in regard to sites for milk depots have been raised by inhabi- 
tants in a number of cases, in spite of the fact that these sites were 



tide&& in consdtatiod 'wikh the Local Municipal Cauncillors and 
have been fo-w a&ved by the zonal Municipal Commissioner 
cmeernsd. The milk booths are likely to be combleted by the end 
of She current &ancia1 year." 

&$. I,a 4pepbg with the objective of the Scheme of supplyiS\g 
good wholesome mdlk at a rewonable price to the consumer, the 
Scheme should be able, ere long. to meet the demands of the con- 
m e s s  in DeIhi in a better way. The Committee Bad that as against 
the total estimated requirement olt milk for Delhi city of 7,00@0 
litres per day at the end of 1974-75 the Scheme was able to supply to 
the extent of 2,27,636 litres and 2,57,118 litres only during 1968-69 and 
1S9-70 which worked out to respectively 32.5 per cent and 36.7 per 
cent of the requirement. With the anticipated increase in the pro- 
cessing capacity consequent on the installation of a spray drying 
equipment, the Committee hope #at ihe supply position would 
show substantial improvement. 

5.7. The Comsnitkee trust that a detailed review of the working of 
all-day milk stalls will be completed and the question of opening of 
additional milk stalls decided early. The Committee would like to 
h o w  the results of the review as also the progress in the opening of 
additional booths, 100 of which are expected to be constructed during 
the current financial year. In this connection the Committee would 
also like Government to examine the feasibility of introducing new 
features such as yoghurt for supply at railway stations, airport eCc. 
for the benefit of passengers. 

5.8. The Committee wanted to know whether any complaint was 
received regarding ghee sold by the Delhi Milk Scheme. The witness 
admitted that there have been some complaints which were, how- 
ever, not regarding non-genuineness of ghee. To a question the 
witness stated that the Scheme had got its own testing laboratory. 
When pointed out by the Committee that there should be a regular 
procedure in getting the ghee tested in one of our national labora- 
tories, the witness stated: "I think so. It would be worthwhile to go 
into the suggestion very earnestly." 

5.9. The Committee then drew attention of the witness to a specific 
complaint appearing in the press a b u t  the adulterated ghee supplied 
by the Delhf Milk Scheme. The Secretary, Departmeat of AgFioul- 
ture stated: "This will certainly be looked into. From the tenor of 
. . . . . . . . discussion, it would have been quite clear that concern was 
being felt on this accowt and anyhow we had already decided that 
we would go into the whole scheme of manufacture and sale of ghee 
by the Delhi Milk Scheme!' 



5.10. The CosMpittee wish to point out that there is mucih scope 
fm $rrprovinll the bmge of Delhi M i i  Scheme in regard to q d t y  
of its product& As there have beem same complaints regarding ghee, 
tbe Conrmittes would suggest that there should be a regular pro- 

. C& of g W h g  the ghee t a w  in one of the national laboratories 
urd d e a g  strict adherence to quality specifications to inqire 
&dance. 

(b) Defalcations and short deposits 
Audit Paragraph 

5.11. Several cases of losses/non-accountal of Government money 
in the process of collection of sale proceeds have occurred in the 
Scheme. During the period from September 1962 to July 1968, 15 
such cases involving Rs. 45,526 came to the notice of the Scheme in 
respect of which it either reported the matter to the Police and/or 
preferred claims on the Life Insurance Corporation. Out of these 15 
cases, full recoveries amounting to Rs. 25,248 were made in 10 cases 
from the ofiicials concerned. The position of the remaining 5 cases is 
indicated 'below:- 

Claims pending with Life No. of caws Amount Remarks 
Insurance Corporation involved 

Rs 
(a) P r e f e ~ d  within one month I C8,938 The services of the 

official concerned, 
who w a s  acquitted 
by the Court, have 
been terminated 
w.e.f. 15th Novem- 
ber 1966. 

(b) Preferred after one month 

(c) Preferred after 5 years 

I 1,620 The official con- 
cerned is under sus- 
pension and the 
case is pending in 
thc Court. 

2 5,090 One of the officials 
concerned is unde I 
suspension and the 
services of the other 
have been termi- 
nated. The cases 
are pending in the 
Court. 

(d) Noclrim prsdarad so far . . I 4,570 Deapamental enquiry 
is being held. 



*5.12. Besides the above outstanding amount; as on 31st October 
1- @ sum of Rs. 78,294 according to the h k s  of the Scheme as on 
816f March 1963, was short deposited by the Cash Clerks/Depot 
w r s  . Out of this, Rs. 76,000 pertained to the period from 
1 M  to 196661. The Management have stated (November 1969) 
that a sum of Rs. 11,080 has since been settled/recovered and that 
dep are being taken to recover the remaining amount from the 
security deposits of the ofadals concerned. 

[Para 80(5)(b) Audit Report (Civil) 1970.1 

5.13. The Committee drew attention of the witness to the five 
cases of defalcations/short deposits referred to in the Audit para, and 
pointed out that in one case involving Rs. 4,570, it was stated that 
departmental enquiry was being held. The Committee wanted to 
know the outcome of the enquiry and action taken thereon. The 
Ohairman, Delhi Milk Scheme stated that in this particular case 
(involving Rs. 4,570) there was no claim possible from L.I.C. They 
had L.I.C. policy to cover only cash in transit. This was not cash in 
transit but related to the security deposits which they received from 
depot's staff at the rate of Rs. 10 per month. The total security was 
Elr. 200 for each depot. Money was deducted at the rate of Rs. 10 per 
month and it was deposited in the Post ofice savings bank so that 
they cvuld draw interest on security. Money was 'kept in the pre- 
rnioes of the Delhi Milk Scheme pending deposit in the post office 
*en it was pilferred from the box. So far as the departmental 
enquiry was concerned, there was another case against that cash 
clerk and they had tried to link the two cases together. They 
waited for the report of the police. Since the cases were of serious 
nature they had terminated the services of the cash clerk. 

, 6.14. The Department of Agriculture in a note submitted to the 
Committee further stated: 

'The circumstances under which the theft took place were 
" ,. enqdred:bto. me "eaquiry revealed that the theft was 

made poseible entirely due to negligence of the cssh clerk 
concerned who had not taken adequate precautions in 
keeping the Ifey of the cash box in his oBce drawer. The 
serviceb of the ca&i clerk have been terminated." 



5.15. Referring to the two cases involving Rs. 5,090 and for which, 
clalins were pending with L.I.C., the Committee wanted to knaw the 
r e a m  for the delay of 5 years in preferking the claims with the LI.C~ 
Thd witness stated: 'This is unfortunate. There were two cases 
which were detected in 1962. Police action was started jmmndiately. 
&it d o r t m a t e l y  there was a lapse i.e. claim on L.I.C. was not pre- 
f m e d  immediately. This matter came to our notice subsequently 
and we immediately filed a claim. The claim was filed with the 
pool-before the L.I.C. came into existence and now we have taken 
up with them. There is the technical lapse. The claim is time 
barred but the fact is that we have paid the premium and it should 
have been covered. We are trying to pursuade L.I.C. to condone this. 

We are regular customers of L.I.C. and we are payiug Rs. 30,000 
by way of premium every year. We are pursuing with them. The 
intention is to take it up at the higher level and induce them to 
give this small amount to us. The total claim in the last 10 years 
is not even equal to one year's premium. VQ hope to get the 
money." 

5.16. The Committee enquired about the actmn tdken against 
the persons responsible for that and also the artion taken for the 
delay in preferring the claim. The witness stated that the two 
officials had been suspended. That was a w r y  013 cr. ;:> o.  1962. 
Attempt was made to fix responsibility, but the oficeis concerned 
left long time ago. They had been concentrating more on the 
recovery of the money. 

5.17. In reply to a question, the witness stated that it came to 
their notice in 1968. To a further question, the witness stated that 
the cases ~eferred to were of cash clerks who had to collect the 
money from the Depot managers and bring it to the Central Dairy. 

5.18. When asked about the security deposit from the cash clerks, 
the witness stated, that initially the cash clerks were required to 
submit a Fidelity Bond instead of cash security. Later when the 
Scheme had the Comprehensive Insurance Policy, it was decided 
that the Fidelity Bond was not required. They were corresgond- 
ingly paid lesser cash handling allowance. 

5.19. The Committee wanted to know the procedure followed 
for cohctibn of money by cash d w b  Bwn Depot m g e r e .  Thc 
Committee also enquired whether aay receipt was being issued by 
ash clerks fbr the money oallected by them Erom d e w t  managers. 
The wibsess stated: "There is a procedure. The cash clerk i s  sent 
round the depots along with the driver who collects the empty 



bottles after the distribution of milk. While the Milk Van driym 
.collects the empty bottles, the Cash Clerk collects the cash. There 
is a prescribed form. The chdlans account form is Izft at the depot 
4 the depot manager is required to render an account on the 
form, of which three copies are prepared. One is detained by the 
Depot staff, and one by the Cashier and the o ~ h e r  by the driver. 
And a receipt is duly given to the Depot Manager by the Cash 
Clerk in token of having received the money. 

5.20. The Committee wanted to know the circumstances under 
which the loss of cash took place in each of the five cases referred 
t o  in the Audit paragraph and the latest pos:tion of settlement of 
claims lodged with L.I.C. and of the cases which were pending in 
t,& court. The Department of Agriculture in a detailed note sub- 
mitted to the committee stated: 

" (i) Circumstances leading to the loss of cash. 

The loss pertains to the daily sale proceeds of milk depots irom 
18-9-66 to 23-9-66 which was not accounted for by the Cash Clerk 
incnarge of the route. The Cash Clerk absconded from 21-9-66 and 
the matter was reported to the Police on 27-9-66, indicating details 
of the loss. The cash clerk was arrested by the Police authorities 
on 7-12-66 from which date he was also placed under Suspension. 
Criminal proceedings were started by Police authority against t h ~  
cash clerk but the Court acquitted him on 26-3-68 on the ground that 
the Prosecution could not establish their charges of alleged mis- 
appropriation (beyond any reasonable doubt. Police have come into 
appeal in the High Court on 6-11-68. The Seririces of the cash clerk 
have also been terminated by Delhi Milk Scheme under Rule 5 of 
CCS. Temporary Services Rule but the official have gone in 
appeal against the order, which is pending. 

The m o u n t  of Ra. 1,619.55 represents the discrepancies/pcn- 
dascies detected against another Cash Clerk for the period June, 
39871 to December, IQ67. On his failure to settle the same, the 
matter was xeportsd to the Police, The concerned Cash Clerk vvas 
Plao &~ed under sw- with e&t Eron 22448. The @UCC 
a k c  W r e s t i ~ a n  toak #e case to the Court of b i b ,  where the 
stme is pending for decision. 



(3) Lose of Rs. 71400 

This represents short deposit of cash by one of the Cash Clerks 
and had come to notice in the course of checking in respect of collcc- 
tions made by this Cash Clerk. It was reported by the Cash Clerk 
on 19th November, 1962 that the Depot Manager of D. No. 258 had 
short deposited an amount of Rs. 695.40 towards the cost of advance 
milk cards during the period 3rd November, 1962 to 10th November, 
1962. On enquiry from the Depot Manager, it was found that Rs. 
W.21 was collected by the Cash Clerk, of which Rs. 714 was short 
deposited. The Cash Clerk was placed under suspension with effect 
from 26th November, 1962 pending investigation into the matter and 
the case was reported to the S.P.E. on 7th December, 1962 for further 
investigation. The Special Police Establishment Delhi started 
prosecution proceedings but the Magistrate acquitted him. The 
Special Police Establishment have gone in appeal to the Delhj Hi@ 
Court against the judgment of the lower Court and the case is pend- 
ing for decision. 

(4) Loss of Rs. 4,316.23 

Rs. 3,100 out of this amount represents short deposit of cash 
collected by a cash clerk from Depot No. 351 (from 9th September, 
1962 to 10th November, 1962) which came to notice in the course of 
checking of accounts pertaining to the aforesaid depot. It was sus- 
pected that the cash clerk had tampered with the figures entered in 
the form DMS-16, which represents the daily sales statement. 

The matter was reported to the S.P.E. on 11th November, 1962 
and from the same day (afternoon) the Cash Clerk was placed undet 
suspension. 

On further checking of the accounts of this Cash Clerk, it was 
found that Rs. 1,202.00 and Rs. 74.23 had also been misappropriated by 
the Cash Clerk by tampering the figures in the daily sales statement. 
This was also brought to the notice of S.P.E. on 17th December, I=. 
The Cagh Clerk was prosecuted but the Magistrate ordered thai the 
Cash Clerk should furnish a bond for Rs. 2,000 for keeping good 
behaviour for a period of one year. The S.P.E. filed a mvisian,;ar;d 
the Delhi High Court sentenced the Cash Clerk till the riafng of* 
Court and to pay a fine of Rs. 1,000. 



This amount represents the monthly deductions made from the 
Depot Managers (now Senior Depot Agents) in respect of the security 
deposits of RBt. 200.00 which amount each of the Depot Managers 
(Senior Depot Agents) are required to furnish in 20 instalrnents of 
Rs. 10.00 each, if not paid in full in one instalrnent. This amount, 
after it is deducted from the monthly commission of the S.D.As., by 
the area Cash Clerks, is deposited in the Central Dairy with a Cash 
Clerk employed for the purpose. This person after making neces- 
sary entries thereafter, deposits the amount in the Post Office which 
makes credit entries in the Pass Books of the various S.D.As. 

The money thus collected in the Central Dairy used to be lost in 
a small cash box embodied on the top of another cash chest installed 
in the room of one of the Accounts Officer's of the Scheme. 

The said Rs. 4,570.00 were reported to be kept in the safe by the 
concerned Cash Clerk on 26th April, 1988 in the presence of the 
caehier and the Accounts Weer etc. but the amount of Rs. 4,570 was 
found missing, when he opened the safe on 29th April, 1968. It is 
stated that the cash-incharge kept the key of the safe in the drawer 
of his table on 26th April, 1968 and took the same out on 29th April, 
1M8. The matter was reported by Delhi Milk Scheme to the Police. 
The latter intimated that despite their best efforts no clue could be 
found and that the case had been filed untraced on 31st January, 
1969. However, the services of the Cash Clerk concerned had since 
been terminated by Delhj Milk Scheme. 

20. (ii) Latest position of settlement of claims lodged with the 
W.C. together with the reasons for non-acceptance of the claim 
by them and of the cases which were pending in the C d  3s as 
f o m  .e 

Name 

(1) Shri.. . . . . . . . . . . . . . . . . 
Latest position regarding claim with L.I.C. 

Amount 

Rs. 8,998.38 

The claim was preferred against the L.T.C. within the prescribed 
period. The L.I.C. vide their letter No. P.S.V./11O/CT/ll2 of 21/22& 
3&, 1970, have expressed their inability to entertain our claim op 
tl& ground that the charge ag Jnst the defadter has not been proved 
in the court of Law. The matter has been taken up by DMS s t  a 



higher level with the L.I.C. for the Settlement of the claim, 
especially on the ground that the case of the prosecution is still 
pending in the High Court. 

pottion regarding prooeedings pending in Court 
................. Shri was acquitted by the court on 26th March, 

1968 on the ground that the prosecution could not establish the 
charges of alleged mis-appropriation beyond any reasonable doubt. 
Police have gone in appeal in the High Court on 6th November, 1968 
and the case is pending in the High Court. 

(2) Shri ................... Rs. 1,619.55 

Latest position regarding claim with L.I.C. 

The claim was not preferred against the L.I.C. within the pres- 
cribed period of one month. In their letter dated 21122nd July, 1970, 
the Corporation have expressed their inability to entertain the claim 
being time-barred as the claim was preferred after one month. The 
matter has been taken up by Delhi Milk Scheme with the L.I.C. at a 
higher level to waive the technical plea of time bar and to consider 
the claim on its merits. 

Detailed position regarding proceeding pending in Court 

The prosecution case is still pending in the court. The last 
hearing of the case was fixed for 21st August. 1970. 

lskst Wion regarding claim with L.I.C. 

The insurance claim was not pwfkrred within the prescribed 
period. The Ad-hoc committee for winding up the Indian Insurance 
Companies Association Pool with whom the claim for the loss of cash 
was lodged have vide their letter No. C/18/68, C/19/68 of 17-7-70 
informed that : - 

Unless their outstanding premium mounting to Rs. 2428.01 glre 
paid, they wiU not lo& in the claims fUed by the Dehi Milk Scheme. 
The matter has been taken up by D.KS. with the L.I.C. an W W ,  
intimating them not to lirJr up the two iB~uetf and urging uponrtho 

Xorparafion to settle the claim of Rs. 714.00. 



The S.P.E. had on 14-8-66 gone in appeal in the High Court 01 
N l h i  the judgement of the lower court acquitting Shri- 

as the case against him was not established to their 
satisfaction. The case is still pending in the High Court. 

(4) Shri Rs. 4,376.23 

Latest position regarding claim with LLC. 
The insurance claim was not preferred within the prescribed 

period. Position is the same as indicated against Shri . . . ..... ..... 
In addition, the Ad-hoc committee has asked for a copy of judgement 
of the court against which revision was filed. 

In respect of this case also, the Ad-hoc committee has been re- 
quested by Delhi Milk Scheme on 3-8-70 not to link up the non-pay- 
ment of outstanding premium amounting to Rs. 2,428.01 with the 
claim of Rs. 4.376.23 on account of the loss of cash lodged with them. 
S.P.E. has also been requested to furnish a copy of the judgement of 
the court for onward transmission to the Acd-hoc Committee. 

Detailed position regarding proceeding pending in Court 
The court ordered Shri to furnish a bond for keeping 

goad behaviour for a sum of Rs. 2,0001 for a period of one year vide 
their order dated 10-2-68. The S.P.E. who had filed a revision petition 
for enhancement of the sentence informed vide their letter dated 
20-1-70 that the revision petition came up for hearing before the High 
Court on 26-9-69. The revision was accepted by the Court and 
accused Shri was sentenced till the rising of the Court 
and to pay a fine of Rs. 1,000/- or in default to undergo rigorous im- 
prisonment for six months. 

$5) Shri Rs. 4,570.00 

Latest position regarding claim with L.I.C. 

No claim against the L.I.C. was preferred as the comprehensive 
taken by the Scheme with the L.I.C. of India covers only the 

cash-in-transit at various stages relating to the sale proceeds of milk 
and does not cover other cash which may be in the premises of 
D.M.S. 



Detailed position regarding proceeding ~en4ing in C~ur( .  

The Police to whom the matter was reported, intimated vide their 
letter No. 52781CIT dated 7th March, 1969, that despite the best 
efforts no clue could be found in this case, and that the case had been 
filed as un-traced as on 31-1-69". 

5.21. The Committee invited attention of the witness to the short 
deposits of cash by the cash clerkslDepot. Managers amounting to 
Rs. 78,294 as on 31st March, 1969 of which only a sum of Rs. 11,080 
had been settled/recovered. The witness informed the Committee 
of the latest position as follows :- 

"In this case we have effected recoveries. Most of the amount is 
recovered by the security deposits of the depot staff. We had taken 
a decision earlier about the refund of securitv deposits after adjust- 
ment of the amount We advertised i .e .  gave in the papers so that 
the depot st& may come and settle the cases. We found that the 
depot staff was not coming forward. Quite a bulk of this amount was 
covered by the security. We took a decision that instead of waiting 
for them, we should, after having given a due chance to come and 
reconcile and reminding them, recover this amount from security 
deposit. That action has been started and we have made a consider- 
able progress and we are hoping that by about September we will 
be able to recover the rest of the amount also." 

5.22. The Committee pointed out that thp security deposit was 
only Rs. 200/- per member. The Committee enquired whether i t  was 
suffcient to cover the amounts outstanding against each person. The 
witness stated: "The other extra amount available to us is: in case 
somebody's services are terminated we do not disburse the last pay 
till the accounts are settled. And we found that we have settled in 
all the cases. In only few cases, the amount has exceeded and in 
these cases we are making efforts to recovel- the money." 

5.23. The Department of Agriculture in a note submitted to the 
Committee further stated : 

"Out of Rs. 67,2141- a sum of Rs. 48,005.72 is outstanding on 18-11- 
1970. (Rs. 28,559.12 against Depot Managers and Rs. 19,446.60 against 
Milk Van Driver, Managers-All Day Milk Stalls and Cash Clerks). 
As regards the amount of Rs. 19,446.60 outstanding against Milk Van 
Drivers, Managers. All Day Milk Stalls and Cash Clerks, who are 
regular Central Government servants, efforts are being made to 
remver/reconcile them as early as possible. 



In so far as -very d Rs. 28,559.12 from the Depot Managers 
{hO+ called Sr. bepot Agents) is conceaped, in all 802 Sr. Depot 
Agents are involved and Une p i t i o n  is aa follows: - 

The Sr. Depot Agents are required to deposit a sum of Rs. ZOO/- 
each as security. This security deposit is deducted in monthly instal- 
ments of Rs. 101- each and credited to a Post Office Savings Bank 
Account pledged in the name of the Chairman, Delhi Milk Scheme. 
The Senior Depot Agents are liable to transfer from one depot to 
another frequently. The deductions of security deposit from Sr. 
Depot Agents is watched by the Accounts Section of the D.M.S. with 
reference to the first depot in which the Sr. Depot Agent is employed. 
The Accounts Section has a record of over 4,000 earstwhile depot 
managerslsenior Depot Agents, whose security deposit is available 
with the D.M.S. These pertain to many of the erstwhile Depot 
Managers, who are no longer in the Delhi Milk Scheme Service and 
whose security deposit has not yet been released. It has also been 
found that the names of several Sr. Depot Agents are common and 
it has therefore become difficult to link the security deposlts with the 
persons against whom the amounts are outstanding. Meanwhile 
vigorous steps have been taken to gather the full service particulas 
of the Sr. Depot Agents from whom amounts are recoverable. 
Besides security deposit, the amount of Commission last payable to 
the Sr. Depot Agent is also available to the scheme for adjusting the 
outstanding amount. Therefore, the number of cases in which the 
security deposit will not be sufficient to meet the outstanding amount 
is not likely to be very large. 

Prior to November 1963, depot accounts were being maintained 
annually and proper procedure for auditing them satisfactorily had 
not been established. Only test check of the accounts was being 
conducted by Internal Audit and the discrepancies thus noticed were 
being settledfrecovered from the depot managers. 

In November, 1963, a Machine Accounting Section was established 
and day to day checking of the depot accounts was started. For the 
reconciliation/settlement of the discrepancies, the concerned &pot 
managers Were being issued memos, through the concerned cash 
clerks but the response from the Pepot Managers was very poor 
Zhese depot Managers were also not regular employees of the 
Scheme and many of them left Delhi Milk Scheme leaving their 
security depositslarnount of Commission last payable to them with 
the Delhi Milk Scheme. 



In order to make s m d y  adjustment of &tandin$ dues Ptm the 
mmrity deposits and Commission hst payable to the exdepot rn&- 
a m ,  it was decided on 1940-70 to finalise the cases of Secufity 
d e w i t s  without scrutiny of the accounts but after obtaining IndePa- 
nSty Bonds from the Depot Managers concerned. For effecting the 
releases of security deposits and reconciliatbn/settlement of out- 
standing discrepancies, applications from ex-depot Managers were 
invited by issue of a notice in the local newspapen on 27-11-67. &re 
than one thousand applications from ex-depot managers were receiv- 
ed. In the process of release of security deposit of these depot m- 
gem it has been possible to reconcile/recover the discrepancies for a 
substantial amount. 

The pace of progress of clearance on the basis of the ex-depot 
managers coming forward to finalise their cases for the release of 
security depositlpayrnent of Commission last drawn has been very 
slow. It was accordingly decided by Delhi Milk Scheme on 22nd 
May, 1970 that the outstanding discrepancies should be unilaterally 
adjusted against the security deposit/commission last payable to the 
ex-depot managers. The work was started in the last week of May, 
1970 and substantial amounts have been adjusted from the security 
deposit/commissions of the 135 exdepot Managers. It is expected 
that further large adjustments will be completed within a few 
months. 

5.24. The Committee are distressed to find a large number of cases 
of defalcation and short deposit of cash aggregating over a lakb of 
rupees. The Committee take a serious view of the lapse in not repart- 
ing the cases to the L.I.C., wherever necessary, promptly. The Carn- 
mittee would like to be apprised of further progress made in tbie real- 
isation of money and also of the outcome of the cases pending in the 
courts. 

5.25. With a view to avoid repetitions of such cases, the Committee 
would like Government to examine the feasibility of obtaining snit- 
able security from tbe cash clerks. Further, as the cash secd ty  b 
be furnished by the Depot Managers amouhts to Rbi. 200 d y ,  f t  fB 
necessary that the accountal of collertions is verifld and discrepan- 
cies settled with utmost promptitude in future. 

5.26, One of the cases of loss of cash relates to the security depdts 
recovered in instalmenh from Depot Managers and kept in the pre- 
mises of Delhi Milk Scheme pending deposit in the post a c e  sadags 



bank. The C0mtlLitt.m would Mke to know whether there was any 
delay in dtrpdting the amount in the savings bank and if so why. 

5.27. The Committee hope that the Scheme would tighten up the 
internal audit in such a way that nm-accountal of cash and short 
deposit of cash are d48ctwd and severely dealt with immediately 
after oeeurreme as that alone can be an effective deterrent against 
such malfeasance. There &odd also be a system of periodical sur- 
prise verification of cash, if it is not already in vogue. 



CEAPTERVI 
SUPPLY OF SKIMMED MILK POWDER BY THE WORLD FOOD 

PROGRAMME AUTHORITIES 
Audit Paragraph 

6.1. In terms of the agreements (mentioned below) executed 
between Government and the World Food Programme authorities, 
the following quantities of skimmed milk nowder were supplied to 
the Scheme for the production of Double Toned Milk for distribu- 
tion to the low income group in De1hi:- 

- -  
Agmmeiit No. and date Quantity Quantity Remarks 

stipulated actually 
m the supplied 
agreement - ------ - - -. - - -- M. tons M. tons 

233 of November, 1964 . . . 850 850 The Project wab 
closed in Aumrt, - - 
1967. 

348 of December, 1966 . . . 1,167.9 780 (upto 
31 st March 

- -- 1969) - -- . - . - -. -. 
6.2. The following features in the implementaticn of these 

agreements deserve mention : --- 
(i) Agreement No. 233 

(a) According to Article I of the agreement, the Double Toned 
Milk, prepared out of the powder, was to be sold at 40 paise per. 
litre. As against this sale price, the cost per litre ranged between 
40.75 paise and 66.17 paise during the period 1st June, 1965 to 1st 
August, 1967, thereby resulting in a total loss of Rs. 21.34 lakhs. 
Even after excluding the cost (Rs. 14.69 lakhs) of power supplied 
as free gift, the net loss would work out to Rs. 6.65 lalrhs. 

(b) According to the agreement, the sale proceeds, limited to the 
cost of power, were required to be credited to a revolving fund 
and had to be utilised on the projects approved by the World Food 
Programme. It was. stated (November, 1968) by Government that a 
scheme for the investment of these funds with the concurrence of 
the World Food Programme authorities, was under consideration. 
Government have further stated (January, 1970) that a Dairy De- 
velopment Project, estimated to cost about Rs. 50 lakhs, to be fin- 
anced from the sale proceeds limited to the cost of power donated 
by the World Food Programme under this agreement as well as 
agreement No. 348 [vide item (ii) below], has been formulated and 
will be implemented as soon as necessary formalities are completed. 

60 - 



(G) The supply 04 power was made in strong paper bags, with 
polythene lining which were packed in wooden crates (each contain- 
ing 60 bags). 

AS the wooden crates could not be accommodated in the closed 
Railway wagons, these had to be transported in open wagons. As a 
result of transportation through open wagons, the Scheme had to 
incur extra freight and crane charges amounting to Rs. 1.08 lakhs. In 
addition, a quantity of 14.747 M. tons of powder, valued at %. 0.19 
lakh was received in bags in torn condition and was declared unfit 
for human consumption. 

According to the Ministry, "the entire damage to the consignment 
. . . . . .6ccurred because of not adhering to the packing on an export 
standard." 

Although the above mode of packing was indicated by the World 
Food Programme authorities in December, 1964, no steps appear to 
have been taken by Government!Scheme to visualise the difficulties 
in handling the over-sized consignment with consequential higher 
cost of transportation. 

The Ministry have stated (January 1970) that "it is unfortunate 
. . . . . .that the difficulties likely to be experienced in handling the 
over-sized consignment at Indian ports and during rail transit in 
India were not visualised for want of experience of handling this 
type of W.F.P. donated gift consignment." 
(ii) Agreement No. 348 

(a) The funds generated from the sale of milk corresponding to 
the cost of powder were required to be deposited in a separate ac- 
count and were to be utilised for certain specific purpose. As stated 
in item (b) under agreement No. 233, the scheme for the investment 
of these funds is still (January 1970) to be implemented. 

(b) The agreement did not provide either for the fixation of ini- 
tial sale price of milk or for its subsequent revision. The price fixed 
for the sale of milk was 40 paise per litre during the period from 2nd 
August, 1967 to 25th December, 1967, 50 paise from 26th December, 
1967 to 21st February, 1969 and 60 paise thereafter. As against the 
above selling prices, the cost per litre worked out to 66.17 paise during 
the above periods, thereby leading to a loss of Rs. 22.64 lakhs. Even 
after adjusting the cost (Rs. 15.01 lakhs) of the powder supplied as 
free gift, the net loss would work out to Rs. 7.63 lakhs. 
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Although the World Food Programme authorities had agreed in 
Febharg, 1967 to a reasonable increase in the sale price, the price 
was actually increased to 50 paise per litre with effect from 36th 
December, 1967. Had this increase been given effect to from 2nd 
August, 1967, when supplies made out of the powder commenced, the 
scheme would have avoided a loss of Rs. 3.27 lakhs on the quantity of 
32,79$54 litres of milk distributed from 2nd August, 1967 to 25th 
December, 1967. The Ministry have stated (January, 1970) that the 
&lay of a few months occurred due to the fact that the proposal for 
increase involved a major policy decision and had to be processed 
by the different agencies. 

[Paragraph 80(F)-Audit Report (Civil), 1970.1 

6.3. ~t the instance of the Committee, the Department in a note 
submitted to the Committee explained the reasons for the continued 
sale of double toned milk below cost price as follows: 

"Agreement No. 233 was executed with World Food Program- 
me in November, 1964. This agreement provided that 850 
M. Tonnes of skimmed milk powder to be supplied by 
World Food Programme to Delhi Milk Scheme would he 
mixed with local buffalo milklfat to produce double toned 
milk with a fat content of 1.5 per cent and SNF content 
not less than 9 per cent to be sold at a price of about 40 
paise per litre. Prior to this date, the Delhi Milk Scheme 
had no experience of manufacturing 'Double Toned Milk'. 
The cost of production had therefore to be broadlv esti- 
mated on various levels of production. A proposal for 
Axation of selling price of double toned milk was put up 
by Delhi Milk Scheme to the Management Committee at its 
16th meeting held on 18th December, 1964 indicating a cost 
price of 39.72 paise per litre to 40.89 paise per litre depend- 
ing upon whether 33,000 litres or 25,000 litres were pro- 
duced per day. The Management Committee considered 
this proposal and recommended a price of 40 paise per litre 
keeping in mind the fact that under the cash and carry 
system that had been introduced with effect from October, 
1964 it was necessary to fix the price in multiples of 4 so 
that a round price could be fixed for 1 /2  litre and 114 litre 
bottles. The recommendations of the Management Corn- 
mittee were approved by the Government after these were 
considered by the Advisory Committee and the Governing 
MY of the scheme and were made effective kom June, 
1865. The next occasion on which the question of revision 
of selling Price of milk (including D.T.M.) was taken 



was in the 2 1 ~ t  meeting of the M,anagement Committee 
held on 30th July, 1965. By that time the cost of produc- 
tion of D.T.M. had gone upto 51.33 paise per litre and a 
price of 52 paise per litre was proposed by the Delhi Milk 
Scheme for consideration of the Management Committee. 
The Management Committee felt that the poorest section 
of the community got the double toned milk the price of 
which should not be revised, as such revision could be con- 
sidered only in respect of future Agreements and that the 
commitment made under Project No. 233 to sell the D.T.M. 
at a price of about 40 paise per litre should be honoured. 
The Advisory Committee. of the Delhi Milk Scheme at its 
14th meeting held on 18-8-1965 however recommended a 
price of 52 paise per litre for double toned milk. The 
Governing Body of the Scheme which met on 14th October, 
1965 adhered to the price of 40 paise per litre only. The 
price of 40 paise per litre as recommended by the Govern- 
ing Body was accepted by the Government and this price 
continued to prevail. 

The question of revision of selling price of D.T.M. again came 
up for consideration before the Management Committee at 
its 29th meeting held on 20-12-1966. At that time the cost 
of production of D.T.M. was 59.86 paise per litre and a price 
of SO pais per litre was recommended by Delhi Milk 
Scheme which was also approved by the Management 
Committee. The Management Committee, however, de- 
sired that the increase in price may be made effective only 
after consultation with World Food Programme Authori- 
ties. The W.F.P. authorities were approached for increase 
in the selling price of D.T.M. in January, 1967 when it was 
pointed out to them that against the selling price of 40 
paise per litre, the cost of production was as high as 59.86 
paise per litre. The matter was discussed with the repre- 
sentatives of World Food Programme in February, 1967 
when they indicated that they had no objection to a rea- 
sonable increase being effected. The Advisory Committee 
and the Governing Body had to be reconstituted after the 
General elections. The recommendations of the Managing 
Committee were again reviewed by the Committee which 
reiterated the selling price of 60 paise per litre at its 32nd 
meeting held on 30th August, 1967. The new Advisory C a -  
mittee at its 19th meeting held on 13th Octaber,-lW7, hewt 
ever, recommended a selling price of 50 paise per litre br 
D.T.M. against 60 paise recommended by the Management 



Committee against the cost of production of 60.23 paise per 
litre obtaining a t  that time. The proposal was considered by 
the Governing Body of the Scheme at its 11th meeting held 
on 6th November, 1967 by which time the cost of produc- 
tion had gone up to 64 paise per litre and was proposed 
accordingly by the Delhi Milk Scheme for consideration 
by the Governing Body. The matter was, however, final- 
ised only in the 12th meeting of the Governing Body, 
which was held on 22-11-1967 when a price of 50 paise per 
litre as recommended by them. This price of 50 paise per 
litre as recommended by the Governing Body was accept- 
ed by the Government on 26-12-1967. 

The matter was considered again at the 37th meeting of the 
Management Committee held on 18-12-1968 when on the 
basis of the cost of production of 66 paise per litre, the same 
was recommended as the selling price. The Management 
Committee approved this proposal but the Governing Body 
at its 15 meeting held on 20-1-1969 approved a price of 60 
paise per litre which was ultimately .accepted by the Gov- 
ernment on 12-2-1969 and this price became effectjve from 
22-2-1969. 

Under the procedure then existing, the proposals for fixation 
of selling prices were considered by the Management Com- 
mittee, the Advisory Committee and the Governing Body 
of the D.M.S., before final fixation of price by Government 
was decided. The procedure has, however, been modified 
as the Advisory Committee has since been abolished with 
effect from 15th October, 1968. Since rise in price of 
double toned milk touches the poorest section of the com- 
munity, Government acted in consultation with the Advi- 
sory Committee and Governing Body which include, among 
other, leading public men." 

6.4. Referring to the loss of Rs. 7.63 lakhs incurred by the Scheme 
under W.F.P. 348 upto 21-2-69, the Committee enquired whether there 
was any loss subsequent to 31-3-1969, even after increasing the price 
of the double toned milk to 60 paise per litre. The witness stated, "348 
agreement is still in operation. According to the present programme 
it would continue to run upto the end of August, 1970. We had in- 
creased the price of the double toned milk, which is being supplied 
by the Delhi Milk Scheme, in order to reduce loss and, if possible 
to even out the supply of this double toned milk so far as the subse- 
quent transactions are concerned." The FACAO, Delhi Milk Scheme 
added: ''The position is that we have worked out the cost of double ' 



toned mills in 1969-70, It does show-the accounts have not been 
W y  closed-that there is a small margin of profit. In other words, 
there is no loss insofar as 1969-70 is concerned!' 

6.5. In reply to a question the witness further added: "When the 
price was raised to 60 Np. per litre, the estimated cost of double toned 
was 66 Np.. but since then we have been able to reduce the price of 
purchase of milk because of the favourable supply position, which in 
fact has resulted in our possibility of ending up with some profit and 
that has also assisted in bringing down the cost of double toned milk. 
At the moment, the situation is that we may be able to make a mar- 
ginal profit." 

The double toned milk was expected to cater to the low income 
people. 

6.6. The Committee wanted to know how supply to such people 
was ensured. The Chairman, Delhi Milk Scheme stated: "We took 
two steps to ensure that the double toned milk would go to the poorer 
sections of the people. It was decided that for this purpose we 
should confine distribution of double toned milk to people drawing 
less than Rs. 300 per month. The first precaution we took was to go 
to the low income group colonies and set up separate depots for that, 
There was no difficulty. We selected about 35 areas and set up 35 
depots. Bulk of the milk has gone to these colonies, but we found 
that the public want it. So we decided to offer this milk also to the 
other areas which were not wholly low income group areas. We pres- 
cribed an application form. The only practical means to find out 
whether this was a low income group or not was to get a certificate 
from the applicant himself to that effect. We found that in practice 
for dealing with such large number of people, there was no other 
method and the practical satisfaction was that this milk was not being 
required by the higher income groups. The present position is that 
the demand for the double toned milk has been slowly receding." 

6.7. The witness further stated that it was not supplied to any 
other group as a rule except when there were special circumstances 
like a heart case. 

6.8. The Committee pointed out that according to Audit para, extra 
expenditure of Rs. 1.08 lakhs was incurred in the transportation of 
milk powder and a quantity of 14.747 m. tons of milk powder was 
received in bags in torn condition. The Additional Secretary, Depart- 
ment of Agriculture explained the reasons thus: "The reason is this, 
The World Food Programme powders are donated by different coun- 
tries. In our country, we used to buy before this date mainly powder 
from Australia and New Zealand which have a certain pattern of . 
packing. In this matter, we did not know. as we shall not know for 
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the future deliveries that will be made, from what source the World 
Food Programme authorities themselves will draw the gifts and 
send them on to the Government of India. As i t  turned out in this 
case, this quantity is a donation from Germany. In our letter-I have 
got all the details, I shall be able to satisfy you-we have written how 
we want them to pack, i.e., as we get them from New Zealand. We 
wrote them how we want our despatches to come. But when the 
despatch started in January, they found that the German people had 
according to their system of packing already started despatches and 
the delivery was to be received in Bombay. There was no time to 
intervene and try to change the kind of packing. Apart from what 
is regarded in Germany as acceptable packing, they put them in 
wooden crates to avoid transit damage. This we know because our 
technical man had worked in Germany. This was in conformity with 
the German type of packing. When they landed in India, we could 
not carry them as it was very difficult to do so. We did not stop at 
that. 

Subsequently, the then ,Secretary of our Ministry wrote to the 
World Food Programme authority (Executive Director) saying that 
this kind of difficulty had arisen. Subsequently, however, we did ]lot 
run into difficulty since the World Food Programme authority knew 
about our methods of transportation. After the first lot came in, for- 
tunately no such difficulty took place afterwards." 

6.9. The Committee enquired about the disposal of the 14.747 
metric tons of milk powder valued at Rs. 0.19 lakh received in bags in 
torn condition and declared unfit for human consumption. The 
Chairman, Delhi Milk Scheme stated that when the milk powder was 
found unfit for human consumption it was stopped and afterwards 
it was disposed of as poultry feed-cattle feed. 

6.10. Asked as to what precaution was taken to ensure that the 
stock did not find its way to the market in the form of milk powder, 
the Secretary, Department of Agriculture stated: "What we should 
have done is either lo destroy all of them or not to sell them. But, 
once they are sold, I do not think that the Delhi Milk Scheme would 
take any further steps in the matter." 

6.11. The Committee drew attention of the witness to the fact that 
according to the agreement with the World Food Programme, the 
sale proceeds, limited to the cost of powder, were required to be cre- 
dited to a revolving fund and had to be utilised on the projects ap- 
proved 11:y the World Food Programme. The Committee wanted to 
know w lirther any such fund had been created. The witness stated: 



'There were two agreements. One was WEP 233 and the 
second was WF'P 348. In accordance with the f i s t  agree- 
ment WFP 233 which was executed with the World Food 
Programme in Navemlber, 1964, there was a provision for 
creating a revolving fund in respect of 850 metric tonnes 
of skimmed milk powder which had to be supplied by the 
World Food Programme to Delhi Milk Scheme. Unfortu- 
nately no revolving fund was created. The amount that 
was to be generated from the sale of this 850 metric ton- 
nes was, however, credited by the Delhi Milk Supply to 
the General Revenue and it merged with the consolidated 
fund. Subsequently, on the 1st August, 1967 when this old 
agreement terminated and the new agreement 348 came 
into being, it was decided in consultation with the World 
Food Programme that the entire amount of 14.52 lakhs 
should get merged with the proceeds that would be gene- 
rated from 348. 

The present position, is that the total amount of Rs. 47.33 lakhs 
has been generated both under WFP 233 and WF'F' 348. 
This amount has been credited to the consolidated fund 
and as and when we need this amount for utilisation in 
pursuance of the objectives of the two programmes, the 
amount would be budgeted for and will be drawn and 
utilised for these purposes." 

6.12. As regards the delay in creating the revolving fund, the wit- 
ness had the following to say: 

"The whole question of accounting procedure was taken up im- 
mediately after the first agreement was executed. And it 
continued to be under discussion with the various authori- 
ties-Ministry of Finance, Comptroller and Auditor Gene- 
ral and also with the Accountant Generals concerned. It 
was DMS initially, but subsequently other States also who 
came into the picture when the second agreement was exe- 
cuted. And only in November, 1967, the Ministry of Fin- 
ance were in a position to issue the detailed accounting 
procedure, which unfortunately has not yet been under- 
stood and implemented by the various State Governments 
and the Accountant Generals. At1 these details are now 
being sorted out and the revolving fund is being created 
in the States. So far as the DMS is concerned, there is no 
question d creating a revolving fund.'' 

6.13. The ~ d d s o n a l  Secretary, Department of Agrku lwe  = l a b  
rated furthet: ''Tlie revolving fund has not yet come into existence. 



As explained earlier, we have kept an account of what is to be the 
total contribution to the revolving fund. . . . . . . .There is obligation 
under the agreement whereby the sale price, i.e., Rs. 47 lakhs will 
have to be made good by the Government whenever required for 
developmental purposes by the Delhi Milk Scheme. . . . . .This fund 
we shall use as a revolving fund when it is set up. There is no obli- 
gation on the part of Government to undertake a loss but the fact 
of the matter is that when our cost of one litre of double tonned milk 
was coming to 40.75 paise or 66.17, we kept the price at 40 paise. 
That is how the loss came in. The cost of double tonned milk went 
up by 50 per cent but correspondingly we did not raise the price of 
double tonned milk. That is why Government undertook a loss on 
that." 

6.14. The Committee pointed out that so far as Delhi Milk Scheme 
was concerned, there was a total loss of Rs. 21.34 lakhs in respect of 
agreement No. 233. Even after excluding the cost of powder which 
was Rs. 14.69 lakhs, the net loss would work out to Rs. 6.56 lakhs. In 
respect of agreement No. 348 also there was a net loss of Rs. 7.63 
lakhs. Thus out of the sale there were no gains at all. Delhi Milk 
Scheme had been running into losses since its inception. The Com- 
mittee wanted to know how the Delhi Milk Szheme could credit a 
sum of Rs. 47 lakhs for the purpose of setting up the revolving fund. 
The witness stated: "It is true that a loss has been suffered. So far 
as the skimmed milk powder is concerned the cost was assessed and 
it has been credited by the Delhi Milk Scheme to the Government 
revenues. It is true, that in this case it would have been better ~f 
the Government had given an outright subsidy to the Commercial 
Department which is handling this scheme. But, the position would 
have been the same even if that was done." The Additional Secretary, 
Department of Agriculture, added: "The position is this. They give 
us a certain quantity of milk powder. We process it as double tonned 
milk and sell it to the customers. The arrangement with the WFP 
is that we have to keep separate the realisation we get from the sale 
of the double tonned milk. The price of the milk powder used is the 
amount which develops into the revolving Fund. And the idea is 
that this fund will be utilised for cattle development. That is the 
basic arrangement.. . . . .We sold at 40 paise.. . . . .This has to be 
broken into the parts. We get this for 40 paise. The processing cost 
was more. The cost is not only of the milk powder but aIso of pro- 
cessing. And we calculated from time to time, as pointed out by 
Audit, at what price we could sell that double tonned milk in the mar- 
ket, and sell it either at the rate price or make a profit. We have 
not made profit and on that account we made a loss. But over and' 



above this loss, there is the question of the value of the milk powder 
which is available for developmental activities." 

6.15. The Committee wanted to know the total amount that had 
been contributed to the revolving fund. The witness stated: "The 
Scheme has contributed only the loss part of it. We have kept sepa- 
rate the price of the skimmed milk powder under the previous 233 and 
also of the subsequent 348 agreement. We have also received cer- 
tain other items. And the total amount of the generated fund by 
Delhi Milk Scheme will be of the order of Rs. 57 lakhs and that re- 
presents the money available for development work." 

6.16. The Committee asked for the total amount credited to the 
consolidated fund of India as payment of the cost of skimmed milk 
powder as on 31st March, 1970. The Committee also desired to know 
whether the Delhi Milk Scheme had discharged the liability towards 
payment of the cost of milk powder fully and if it was not done, the 
amount yet to be paid by the Scheme. The witness stated: "Rs. 47.33 
lakhs upto 31-3-70. We have separately shown it. The amount has 
been put in the Consolidated Fund of India. And we have completed 
the working out of a development scheme which will cost Rs. 47.10 
lakhs as against this. And we have gone to the Expenditure Finance 
Committee for clearance of that scheme. This available money is 
going to be put in scheme. 

6.17. The Department in a note submitted to the Committee fur- 
ther stated: 

"The total amount credited to the Consolidated Fund as pay- 
ment of the cost of skimmed milk powder supplied to Delhi 
Milk Scheme under Agreement Nos. 233 and 348 with World 
Food Programme as on 31st March, 1970 was Rs. 47,33,095.77. 
This excludes Rs. 11059.70 being the amount realised from 
the sale of sweepings (14.747 M.T.) under Agreement No. 
233 against a quantity of 15.848 Tonnes of skimmed milk 
powder of the total value of Rs. 27,464.58 declared as trade 
waste savings or received short, the credit for which has 
to be given to WFP. 

The milk powder was received as a gift from the World Food 
Programme and no direct payment as such to WFP is involved. 
However, the funds generated from the sale ot WFP portion of 
tonned mi% were to be deposited in a separate head of account and 
utilized within the milkshed area of Delhi Milk Scheme for 
inten:ification of milk productiop, fodder production and cattle 
feed and development of extension and intormation services. 



Pending finalisation of the detailed accounting nrocedu~e, the sale 
proceeds from the WFP protion of t o n e d  milk were merged with 
the general receipts of the Delhi Milk Scheme and credited. to 
Government Account. As the obligation of the scheme and that 
of the Government of India under the Agreement with the World 
Food Programme had not been discharged by the utilisation of the 
generated funds on schemes as provided in the agreement, the 
funds actually generated by the utilisation of skimmed milk 
powder every year are being shown as a liability of the Scheme 
in the Balance Sheet. Thus the un-discharged liability till March, 
1970 was Rs. 47.33 lakhs approximately. 

The Government have since sanctioned a Dairy Development 
Project in the District of Rohtak estimated to cost Rs. 47.10 lakhs 
which will utilize among others, the generated rur!ds wentioned 
above. ' ' 

6.18. The Committee pointed out that it was stated that the 
amount has been credited to the Consolidated Fund of India. But 
in the Balance Sheet of the Scheme (reproduced in Appendix 111) 
it was appearing on the liability side. The Committee wanted to 
know the reason. The F.A.C.A.O. of the DMS stated: "The amount 
that should have been credited by the sale of double-tonned milk 
to the extent of the value of the powder is shown as liability in 
the balance sheet. So, to the extent possible, the commercial 
accounts exhibited the liability. To that extent, our overall loss 
has been enhanced. This liability has to be discharged ultimately 
for utilisation in the scheme." 

6.19. As regards the correctness of exhibiting the liability in 
the balance sheet of the Delhi Milk Scheme aFter crediting the 
sale proceeds to the Consolidated Fund of India, thc Secretary, 
Department 05 Agriculture stated: "It  arises out of the fact that 
under the agreement, the Government are obliged to make good 
the sum. On the one hand, DMS incurred a loss because of selling 
the double-tonned milk at  lower than the commercial rate. That 
is one part of the picture. The other part is that Gecauie of the 
agreement with the World Food Programme, the Government are 
obliged to give back the sum for developmental purposes whenever 
that is needed by the DMS." 

6.20. The Committee wanted to know whether there was any 
delay in approaching the WFP authorities for the approval to the 
project for utilisation of the revolving fund. The Department in 
a note submitted to the Committee stated: 

"'I'l~e proposal to utilise the sale proceeds generated from 
the sale of WFP skimmed milk powder supplied to Delhi 



Milk Scheme was sent to  WFP on 19th August, 1968. 
WF? Authorities too% m & i m  to  convey their approval 
in principle to the utilisation of tbe sale proceeds funds. 
Project Number 348 was first amended on 20-9-1967 to 
permit merger of the funds generated under Project 
No. 233 with the funds generated under Project No. 348 
and subsequently again amended on 18-4-1969 to permit 
utilisation of the funds generated from the sale of. WFP 
toned milk within the milk shed areas of the assisted 
Milk Schemes. The observance of the procedures and 
formalities mentioned above accounted for the delay. 

The Dairy Development Project at Rohtak estimated to cost 
Rs. 47.10 lakhs was approved by the expenditure Finance 
Committee in its meeting held on 21-8-1970 and the 
Government sanction was issued on 30-9-1970. The 
Chairman Delhi Milk Scheme has been entrusted with 
the responsibility for the implementation of the Scheme, 
in consultation with the Haryana Government. " 

6.21. The Committee also wanted to know the details of such 
agreements entered into with WFP with a commitment to create 
revolving funds and to start cattle development schemes. Depart- 
ment in a note submitted to the Committee gave the following 
details:- 

"Five agreements have so far been concluded bv Government 
of India with WFP for utilisation of sale proceeds of the 
commodities b r  undertaking ;programmes for develop- 
ment of cattle as per particulars given below:- 

(1) Project No. *Increase of milk production in Anand, 
Gujarat (16668 MT Maize and sorghum valued at 
US $ 13,37,300). 

(2) Project No. 129-Improvement of feed for Dairy Cows. 
Andhra Pradesh (1500 MT sorghum and 1150 MT maize 
valued a t  US $ 304,200). 

(3) Project No. 233-Supply of Double Tonned Milk to LOW 
Income Groups in Delhi (850 MT valued at US  
$ 3,98,300). 

(4) Project No. 348-Improvement of milk supply through 
balanced feeding of cattle and Milk Toning (54,880 MT 
Maize, 27,620 MT sorghum and 10,500 MT SMP valued' 
at US 11,308,000). 



(5) Project No. 618-Milk Marketing and Dairy Develop 
ment (1,26,000 MT SNLS and 42,000 MT Butter oil valued 
at US $55,960,000). 

The projects a t  S. Nos. (1) to (3) namely Project Nos. 54, 129' 
and 233 have been completed. 

As regards the project at S. No. (4), namely, Project No. 348, 
the  value of the funds generated till the end of June, 1970 for 
undertaking cattle development schemes amount to Rs. 304.32 lakhs. 
A number of cattle and dairy development projects of the value 
of Rs. 208.78 lakhs have been sanctioned for implementation in 
eight States and by Delhi Milk Scheme, as stated below: 

State Sanction issued for 
utilisation of generated 

funds (Arnount- 
Rs. in lnkha) 

(I) Andhra Pradesh . . . . . . .  10.63 

(3) Madhya Pradesh . . . . . . .  1.02 

(7) Tamil Nadu . . . . . . .  1.89 

(8) West Bengal . . . . . . .  14.68 

(9) Delhi (D.M.S.) . . . . . . .  47'10 - 
TOTAL . . 208.78 - 

. - - ------ - 
As regards the project at S. No. (5), it may be stated that the 

Project No. 618 was signed on 4-3-1970. This is a fiive years 
programme and has yet to be fully implemented. Under this 
project, the Public Sector Milk Plants in the 4 Metropolitan cities, 
including Bombay, Calcutta, Delhi and Madras will be receiving 
1,26,000 tonnes of S.M.T. and 42,000 tonnes of butter oil during a 
period of 5 years which when recombined and sold a; liquid milk, 
will generate funds to the extent of Rs. 95.40 crores. An amount 
of Rs. 5.08 crores is proposed to be allocated to Delhi Milk Scheme 
mostly for expansion of its milk processing facilities. 

6.22. The Committee find that the proposals of the Delhi Milk 
Scheme to increase the price of double toned milk sold under the 



agre%?neat enfersb into with the World Food Programme, from 
48 paise per lib ta 52 paise, made in July, 1965 and again to 
40 paise in December, 1966 on the basis ai actual cost of production, 
wtre not finally approved by Government. Only in January, 1967, 
the WorM Food Prqgramme authorities were approached for the 
revision of the sale price. Ultimately in December, 1967, Government 
aacepted prim of 50 paise per litre as recommended by the Govern- 
ing Body, when the cost of production had gone up to 64 paise per 
litre. It continued-upto ZZnd February, 1969 when a revised price of 
60 paise came into tom.  On account of the delay in giving effect 
ts a reasonable i m s .  From time to time, as proposed by the 
Meme ,  a total loss of Rs. 43.98 lakhs was incurred by the Scheme 
upto 31st March, 1969 as the sale proceeds did not cover even the 
cost of processing and distribution not to speak of covering the cost 
of milk powder also. Since the Scheme had to bear a liability to pay 
the cost of skimmed milk powder (Rs. 41.33 laktrs upto 31st March, 
1910) for the purpose of setting up a revolving fund as required under 
the Agreement, the Committee cannot help feeling that the matter 
should have been reviewed by Government on realistic basis 
without undue delay. However, in the opinion of the Committee, 
there would have been no need to raise the price of Double Toned 
Milk which is meant for the weaker section of the society had the 
organisation effected necessary economy in its working. 

6.23. Although the first agreement (No. 233) was executed in 
November, 1964 with an obligation to set up a revolving fund, it is 
.regretable thab no such fund has been set up as yct, with the resulb 
th,at the implementation of a desirable scheme of cattle development 
could not be taken up. The question of accounting procedure,. which 
is stated to have delayed the setting up of a fund, should be settled 
expeqitiously in consultation with Audit. 

6.24. The Committee observe that a Dairy Develo~ment Project 
a t  Rohtak estimated to cost Rs. 47.10 lakhs has since been sanctioned 
and that the Chairman, Delhl Milk Scheme has been entrusted with 
the 1 responsibility for bhe implementation of the scheme in 
consultation with the Haryana Government. The Committee would 
like to know the details and the progress of implementation of the 
Scheme. The Committee hope that similar schemes sanctioned 

, for various other milk schemes in the country will also be imple- 
mented expeditiously. 



IDLE PLANT AND MACHINERY 

Audit Paragraph 

7.1. In paragnaph 4 (b) of Section XXIII of Audit Report 
(Commercial), 1966 a mention was made of some of the items of. 
equipment which had ndt been put to use since the date of com- 
missioning. Out of these, the two items (Automatic decrating and 
recrating machines (cost Rs. 7.43 lakhs) and Milk Evaporating Plant 
(cost Rs. 1.68 lakhs still (January, 1970) remain to be disposed of/put 
to use. 

7.2. A cheese plant valued at Rs. 3.80 lakhs, purchased on a high 
priority basis, has also been lying idle since 1965. The Ministry 
have stated (January, 1970) that the original scheme of installing 
the cheese plant at Delhi w,as given up in 1964 and that it is proposed 
to instal it at the Balancing Stating to be put up at Bikaner. 

[Paragraph 80 (7) -Audit Report (Civil), 1970.1; 

Automatic decrating and recrating machine and milk 
evaporating plant 

7.3. The Committee wanted to know the latest position with 
regard to the utilisation of aqtomatic decrating and recrating 
machines costing Rs. 7.43 lakhs and milk evaporating plant costing 
Rs. 1.88 lakhs. The Chairman, Delhi Milk Scheme stated: "Decrating 
and recrating machines are used for the automatic handling of 
bottles in crates. Empty bottles are taken out by one such 
machines; the other is used for filling while the third is used for 
stacking the bottle in the crates. Of the three sets of machines, we 
installed one set of decca'ting and recrating machines. At the 
beginning we had five bottling lines. I t  has not been successful. 
The crate stacking machine was installed on three lines. It was 
decided that automation may not be introduced as it would not be 
possible to bring in that kind of sophistication, particularly because 
of difficulties in getting the spare parts. Even 'though the order 
was placed, an attempt was made to cancel that order. But the 
suppliers had already gone ahead with the start of the manufacture 
of :the m$&ines and so they did not accept our cancellation of 
order. Then the equipmnet was brought and the matter was 



iby the management com?nittee. They tsoh . d a d o n  
~t +db% h e  i l t  P e q a m e n t  w u  . w d y  

about f i t h e  6- 
Pdund was that a large numb* af 

w e  therefore ref- that 
that it would be necessary 

of the erste. It took 
how the identity h e  source of manufacture of 'these crates. 
for the source was ultimately found. Our intention is 

be tBe crates are successful, we should try to use the 
manufacct'crates. The ckates had been received from that source on a 
atm'i basis without payment for the time being. The management 

committee took a decision to make use of this equipment and then 
we may take a decision regarding the use of the rest of the equip- 
ment~.  They have not been put to use so far. EfForts were made 
to dispose them of. A reference was made to the manufacturers 
who made reference Zo their worldwide distributing agencies. We 
pursued the matter. We got the response from some firms- 
Ultimately the deal did not go through." 

7.4. Asked as to how the Delhi Milk Scherne went in for such a 
pla@hi~ticated equipment initially, the Secretary, Department of 

*Culture stated: "All that can be said here is that this line of 
ry development is a new one for us. We had to depend on the 

7.eigners in these things. ll seems that the advice to use this 
in th,hine was given by the foreign experts Obviously we did not 
seasor Je the expertise to dispute their recommendation that it would 
pr$ useful." 
WF 

7.5. AS regards milk evapor,a&g plant, the Chairman, Delhf 
Milk Scheme had the following to say: "Milk evaporating plant was 
not put to use as we had experienced difficulties during its operation 
the quantity of water which it was to use was very high and could 
not be easily fed. It was advised that under the condition of lower 
availability of water, it would be better to conserve and recirculate 
that water. For that it was recommended that a spray pond might 
be set up which could not be conveniently established at the present 
location. In ,my case, this had to be utilised in coordination with 
our other expansion programme. Under our expansion programme, 
another plant was used. Both these plants are being located at the 
same place. The spray p o d  is being set up for feeding both the 
plants for conserving water." 

7.6. To an enqary the witness informed the Committee that the 
plbtnt was obtained on expert advice of a foreigner. 



7.7. Refeming to the necessity of examining the ut  
Indian conditions of equiprnents recommended by foreign, 
the Secretary, Department of Agriculture said: ". . . . . .the 
which you have indicated is very pertinent and we are real18 
wiser even in, the field of dairy. I think we have made 
and we have now a quite strong unit with the Natic 
Development Board and the Indian Dairy Corporation." 
the mistake that occurred in the acquisition of a u t o m a k t  Report 
and recrating machine, the Additional Secretary told the C O ~ + ~  of' 
"The position is that we can make a distinction. So far 2 q p -  
decrating and recrating equipment is concerned, my feeling is ti..&- 
the mistake occurred in that experts over-looked that we do not 
manufacture all the things required to run it. We are putting the 
bottles in crates as we put things in a crate in Railway Station or 
Airport and drive them to the place of stor.age. And in almost 
every country in the world today, this is done in plastic crates. This 
is a very unsophisticated equipment, if I may say so. Our difficulty 
was two-fold. First is that the experts advised us on the basis of 
their experience in other countries. We did not check up that we 
do not manufacture sufficiently large number of crates to support 
the functioning of the m.achine. This manufacture has just starte* 
and w e  are going to get the plastic crates. This particular machin' 
is not sophisticated and Dr. Kurien advised and we do not use therf 
The other machine (milk evaporating plant) is sophisticated." 0 

Cheese Plant 

7.8. Referring to the Cheese Plant valued at Rs. 3.80 lakhs, lying 
idle since 1965, the Committee wanted to know the action taken by 
the Management for its installation. The Chairman, Delhi Milk 
Scheme stated: "The Cheese Plant was ordered in March, 1964 and 
was received in July, 1965. At that time we had the Kurien 
Committee going into the working of the DMS. And they examined 
the desirability of installation of the Cheese plant at Delhi. They 
had two considerations before them. One was that transport costs 
should be saved. In case you are getting milk from the rural areas, 
i t  would be better to locate it in the rur.al areas. Then there would 
be saving on transportation by installing it as part of the Balancing 
Station. The second consideration was that better cheese is made 
from cow-milk. And since we established a Bal.sncing Station at 
Bikaner, it was recommended that it would be desirable to locate 
it at Bihner.  So, i t  was decided not to go ahead with this 
installatitm of the plant at the Central Dairy but to shift it t o  
Bikaner. We have explained yesterday the progress in regard to  



7.9. The Committee pointed out that in Delhi there was Aheady 
a shortage of milk and that according to witness*better cheese could 
be made from cow milk. As such the Committee wanted to know 
how the cheese plant was purchased on a high priority basis in 1965 
for installation in Delhi. The witnew dqmed:  "It is not that cheese 
cannot be manufactured at all f k i ~  budnlalo milk. It  is being 
manufactured, for instance, by Amul from buffalo milk. I t  is being 
attempted for the first time in this country. Otherwise, cheese is 
normally being manufactured from cow milk in other countries. 
So, the decision to instal the cheese plant at  Delhi, before the 
Balancing Station at  Bikaner was planwd, was reasonable because 
there is a demand here for all milk products. And there was a 
programme to have all the milk products here. And as a part of 
that programme, it was decided that cheese plant should .also be 
installed. In the context of the situation at the moment, this was a 
reasonable decision. Then, later on when the Balancing Station a t  
Bikaner came up, it was considered more advisable to instal the 
plant at Bikaner. 

7.10. In reply to a question, the witness added: "I may explain 
in this connection that the supply of milk varies from; season to 
season. A variety of product facilities are there in the DMS. The 
product facilities are being used only during the flush.~ason, when 

) ,  we sometimes have surplus. We are having it over a number of 
years. For that reason, we decided on this. There is surplus milk 
.available during the winter." 

7.11. To another question, the witness replied: "The position is 
that there was faulty planning to the extent that subsequently we 
got better advice from the Kurien Committee to locate it at Bikaner. 
This was the right decision to take. So far as the second part of 
the question is concerned, it is quite true that we had anticipated 
that we shall get more milk than we actually did. Then, there is 
the third point. I t  takes time to set up a plant. We are setting up 
plants not only here but elsewhere also. You will have to have a 
time-lag for the milk supply to develop so that not only the milk 
supply processing unit but the product unit runs to capacity." 

7.12. According to the witness the plant would be installed within 
a period of about a year and half or two years. 



ttee wanted to know the ,exact da+ an y u c h  
n TO iastdl the j j ~ t  kt Biklazdr. & %licACi, 

Dew brdilfa Scheme sta~$ that it was on 6th November, ib. ". . . . .m Novegaber, 1904 the entire matter was brought Co the 
n&cq of "ke Managing Committee. Dr. Kurien has himself said 
that fhe better course would be to cancel the order, if it can be. 
H o m e r ,  if it cannot be done, the cheese plant should be installed 
at Bikaner. . . . . . But the Managing Committee said €hat the equip- 
ment order cannot be cancelled and they felt that the equipment 
may be aIlowed to arrive." 

7.14. The witness admitted that it was possible that the equip- 
mSnt lhight becetne obsolete on account of delay in its installation. 
ToJanother question the witness stated that no attempt wtas made 
to sell the equipment to private sector. 

0.U. The Comimittee And h a t  the attempts of the Delhi Milk 
Skrbme to dispose of the autcrmatic decrating and recrnting 
nncMaes Bid not succeed and that &Forts are being made to put 
tltm 40 use l i ter  ,procuring plastic crates. The Committee would 
like M know the progress made in regard to utilisatlon of the 
machines. 

7.16. It is unforCunate that the Scheme went in for such a 
sophytiatted equipment as milk evaporating plant on the advice 
of a 3oreign experti without examining its immediate utility and 
dwquently  the equipment had not been put to use since 1962-63. 
Tde Xommittee need hardly stress that recommendatiws of foreign 
experts should henceforth be carefully sifted by the National Dairy 
Development Board /Indian Dairy Corporafdon to ensure their 
suitability under the present Indian conditions. 

7.17. A cheese plant procured on a high priority basis a t  a cost 
of Rs. 3.a ldhs in the year 1965 Is yet to be Installed. The 
Cbmmlthe are not Nlly convinded of the soundness af 'the original 
&l to "tal the plant in ~ d h i  It Is not clear as to why the 
order for it cohld not be cancelled when the Kttrien Committee 
&rnliLended the 0lanceIlaltfon in 1964. The Committee note that 
the %&erne e x ' ~ t s  to hstal  the plant a t  Bihner  as per the 
alh!m$tive mgge&tion of the Khrfen committee, in a b t  two years' 
the .  'It was hdtnltted during aiidende that the plant might beoome 
dbsolete on account of delay in its installation. The Committee 
hope tht such instances of bad pl"g will  lot rear. 

fn respect of all the three cases mentiwed above, the Committee 
x h l d  like We respohsibility 'fer tke procurement of the plaat/machi- 
nary fo be Uxed and the WtWdkhated them. 



8.1 (a) The table below indicates the position of stores for the 
last 3 years:- 

-- -- 
(Rupees in lakhs) 

.Closing blancc of stores and spares . . . 35.84 30.21 24.84 

Consumption during the year . . . 73.22 121.58 129.72 

.Closing blence in terms of months' consumption . 5'9 3.00 2.30 

(b) The following deficiencies have been noticed in the 
maintenance of stores accounts: 

(i) 167 items value at Rs. 25,361 out of a total of 1,400 items 
of motor transport stores were declared as dead in April, 
1968. In July, 1968 a Committee was set up to 
examine the desirability of utilising these items before 
these were finally declared as dead and also to recommend 
the mode of disposal. The Report of the Committee has, 
however, not been made available to Audit. No action 
has also been taken to review the remaining items of 
the motor transport stores. 

*The Management have stated (November 1969) that 60 items 
have since been drawn by the Transport Section for 
utilisabn. 

dii) No regular and complete physical verification of stores 
has been con4ucted since inception of the scheme. The 
.N/apagemat have stated (November, 1969) that "it is 
propoped to furthey. strengthen the stores verification 
pni$ of .$he InGrncnal Audit Wing of the Delhi Milk Scheme 



in the near future to intensity the physical verification 
of stores." The Mintstry ,have stated (January, 1970) 
that the Scheme has been directed to complete the physi- 
cal verification of all the stores by 31st March, 1970. 

(iii) The priced stores ledgers have not been reconciled with 
the bin card balances. The Management have stated 
(November, 1969) that such a reconciliation is being taken 
up. The Ministry have stated (January 1970) that a 
directive has been issued to the Scheme to complete the 
reconciliation work by 31st March, 1970. 

(iv) Tyre Account-The discrepancies noticed during physical 
verification of tyres made in October, 1963 have not been 
reconciled so far. Besides, no physical verification has 
been conducted after October. 1963. 

No report showing the defects noticed, the exact nature of 
repairs required, mileage run, etc. in respect of each t s re  
is prepared before handling over the tyre for retreading. 
The Ministry have stated (January 1970) that the dis- 
crepancies noticed in October, 1963 could not be recon- 
ciled due to non-availability of records prior to 13th 
August, 1960. 

[Paragraph 80(8eAudit Report (Civil), 1970.1 

Motor Transport Stores 

8.2. In a written reply submitted to the Committee, the Depart- 
ment of Agriculture indicated the latest position of review of motor 
transport stores referred to in sub-para 8(b) (i) of the Audit para- 
graph as follows: "As regards 60 items stated to have been drawn 
for utilisation by the Transport Section of Delhi Milk Scheme, it is 
clarified that the quantities in stock in respect of these items were 
drawn as and when required from time to time. 

Chairman, Delhi Milk Scheme decided in January, 1970 that the 
second Transport Engineer, we had joined the DMS, should physi- 
cally inspect the stores and give his recommendation. The Trans- 
port Engineer indicated on 27-1-1970 that out of the 167 items, 5 items 
had already been ronsumed and 147 other items would prove useful 
for repair of vehicles from t h e  to time. The remaining 15 items, 
accordirq to him, could not .be used due to modification in the milk 
vans and he suggested that the %a1 decision regarding these 15 items 
should be postponed for 3 more months pending further: examination. 



- T$e lpacee~ Poab gurther exambed by the second ~ r a n s ~ o r t  En- 
W r  8ad the. Stoms Oflber (Physical) of D.M.S. and the present 

t.egardipg these 167 items is as follows: 
- 

5 items . . . . . . . Fullyconsumed 

xoo items . . . . . . . Part quantities in respect of all 
the items have been consumed. 

60 items . . . . . . . Not yet consumed but these 
cannot be declared as dead 
stock, because it is expected 
that these items will be drawn 
and utilised by the Workshop 
re and when required. 

2 Items . . . . . Not expected to be utiliscd at all 
due to some modification in the 
transport fleet used by the 
scheme. 

It will thus be observed that only 2 items (value Rs. 3,311.43) can 
:be treated as dead stock. The possibility of diverting these 2 items 
;to some other users who may be requiring the same has been taken 
u@ hy Delhi Milk Scheme with M/s Telca who were the original 
suppliers of the items." 

8.3. As regards physical verification of stores, the Department 
intimated: "The stores held by the DMS can be broadly categorised 
as Dairy stores and motor transport stores. The last comprehensive 
physical verification of these stores was conducted in the year 1963-64 
and thereafter physical verification was conducted in April, 1965, 
April, 1967 and August, 1968. Under in-structions of Government to 
complete the physical verification of all stores by 31-3-1970, more 
systematic physical verification of stores was taken up by Delhi 
Milk Scheme w.e.f. January, 1970, after strendhening of the Physical 
Verification Unit of its Internal Audit Wing. This nhysical verifica- 
tion of stores has.not yet been fully completed " 

8.4. The Committee enquired whether the reconciliation of priced 
stores ledgers with the biri card balances had been competed. The 
Department in a 'note stated: 

'%ansequent on the directive issued by Government to complete 
the ~econciliation w6rk by 31S1970. a systematic physical vedca- 
tion'of stolres wa8 tmWb by D.M.S. from January, 1970 onwards 
and rebndUathh betwmn the entiies in the sto6k Ledger, Ground 
balances and thb babri~ews p& pricbd stdres ledgers was taken up. 
& db ?7&2-At~tems Qwe heen -covered .by .physical verification land 
~ W f i  i~Ah4*slp&iwlgere-have been reconciled in the cew of 650 



ibW% b &tht: claw Q$ r-ning items, the differences am under re- 
~041Mipw. & IS,OQQ items a q  quired to be ~oonciled it mag 

some more time before the reconciliation work k cumpleted!' 

8.5. The Committee drew attention of the Department of Agri- 
culture to the reply to the unstanred question No. 9667 (11-5-1970) 
wherein it was stated that physical verification of stock of Delhi Milk 
Scheme conducted from January, 1970 onwards, had revealed that out 
of 1733 items checked so far, discrepancies had been found in 161 
items. The Committee wanted to know when was the last physical 
Certification conducted prior to January, 1970 and what were the 
results. The Committee also enquired whether there was periodical 
verification of stores. The Department in a note stated: 

"The last physical verification prior to January, 1970 was con- 
ducted during the period from 6-8-1968 to 24-12-1969. During the 
period the physical verification covered 1887 items and discrepancies 
were found in the case of 422 items. 

The stores held by the Delhi Milk Scheme can be broadly eate- 
gorised as Dairy and Motor Transport Stores. The physical verifica- 
tion of these stores was conducted in the year 1983-64 and thereafter 
in April, 1965, April, 1967 and August, 1968 though all the items were 
not covered. 

The physical verification work has been taken up more systemati- 
Januwy, 1970 and with the strengthening of the phyeical 

v&Aeatian unit of Internal Audit Wing of Delhi Milk Scheme, it is 
mpected that the physical verification af stores will be compkted 
very soon. 

Besides formal independent physical veriAcatisn as mentioned 
above verification of stores also took place in respect of both Dairy 
Stores and Transport Stores whenever there was change of Store- 
IQeepers. Last such verification at the time of handing over and 
taking over took place on 2-12-1969 and 14-8-1989 in respect of Dairy 
md &tor Transport Store8 reqygtively." 

6.6. The Committee also pointad out that in the reply to the yn- 
starred question No. 9667 it was also stated thai further i n v w -  
tions revealed a possible misappropriations of 13,830 Kgs. of Skimmed 
IyW& powder of the valve d about I3s. 22,W/- and that the oaae was 
&r?red to CBli fw, iasvestigation. The C~nnnitlee wa~ted to kaow 
wbUrer any psewaw inv&iigPtion m a  hdd and if SO, itsfhdings. 
The CJDrllrnitaec oitso wanted Bo b w -  the abps taken to tighten up 



A@@, a &@d acqy indicetcd a quantity of 950.8 Kge. as against 
.3Q& ICgs, sha,w115 in W c a s W  wpy. As f o h w  UP to the irregularity 
r ) ~ l t j p s d  &OWE, a prebhary investigation was held into SMP. Ad- 
ewnts for the period June, 1939 to October, 1969. m e  investigation 

a possible lgni~ppropriation of 13,830 Kgs. of SMP of the 
value d Rs. 22,820/-. 

The store keeper and the store clerk concerned with these 
irregularities have been suspendied and the matter together with 
the report of Internal Audit and connected supporting documents 
has been entrusted to the C.B.I. for further investigation 

The following action has been taken to tighten up the stores 
control : 

(i) One more physical verification team consisting of one 
Jr. S. Keeper and one LDC has been sanctioned. Action 
to fill the post of 3r. S. Keeper is being taken and the 
LDC has been positioned. 

(il) Proposal for tightening the security arrangement put by 
Internal Audit Section is being considered by the Security 
Officer of Delhi Milk Scheme for implementation. 

~(iii) Increase in the number of security supervisors to man 
the exists, round the clock, has been sanctioned. 

,(iv) Besides strengthening the physical verification unit by 
adding one more team, it is also proposed to intensify 
periodical surprise verification of various stock in such 
a way that all major costly and fast moving items of 
stores are covered at least once a year by such surprise 
physical verification 

.(v) The possibility of introducing ABC method of inventory 
is also being explored by the Internal Audit Wing of the 
Scheme. ' ' 

8.7. The Committee wanted to know whether the discrepancies 
bxought out in tihe physiaal verification of stores had been recon- 
d e d .  The Department in a note stated: "Necessary reconciliation 
bas not yet &en completed by the concerned offic@ls of Debi 
Soheme. The Ehaimun, a l h i  Wi1k $oherne has W n  imtxuctwl 
+a emPzlne this trcwatlilietion L ccompleted b~ thg of Qvqlqq- 
ber, 1970. 



8.8., The Commitbe referred to the  decision bf Government tcr 
get a special ihysical verification of stores done under the supel; 
vision pf a n  officer deputed by the Comptroller & Audttoi- General 
of India and wanted to know if it had been taken up. The Depart- 
ment of Agriculture intimated that the special physical verification 
under the supervision of an officer deputed by the Comptroller and 
Auditor General of India had commenced in October, 1970. 

Tyre Account 

8.9. The Committee pointed out that according to audit para, the 
discrepancies noticed during physical verification of t.yres made in 
October, 1963 had not been reconciled so far due to non-availability 
of records prior to 13-8-1960. The Committee wanted to know the 
action taken in the matter. The Department in a note stated: "The 
discrepancy noticed during physical verification of. tyres in October, 
1963, could not be further reconciled due to non-availability of 
records prior to 13-8-1960. The matter being now 10 years old it 
has not been possible for DMS to probe into the matter further. 
The balance in hand of new tyres as on 13-8-1960 was taken as 13 
and the excess of 17 tyres found on that date could be attributed 
to the purchase during the period prior to 13-8-1960 which had not 
been brought into account. Physical verification of tyres in the 
store conducted on 9-6-1970 did not reveal any discrepancy." 

8.10. The Committee wanted to know the reasons for not con- 
ducting physical verification of tyres after October, 1963. The 
Department, in a note, stated: "After October, 1963, physical veri- 
fication of tyres in the stores of D.M.S. was conducted in 1964, 1965, 
1967 and 1970. No discrepancy was found as a result of these 
physical verification." 

8.11. The Committee drew attention to the fact that no report 
showing the defects noticed, the exact nature of repairs required, 
mileage run, etc. in respect of each tyre was prepared before hand- 
ing over the tyres for retreading. The Department in a note stated: 
"The exact nature of job in respect of each tyre is being noted on 
the return vouchers handed over to stores as and -:?he~t required. 
It has been found difficult to keep a record of exact mileage per- 
formed by the tyres as speedometers are difficult to maintain. Dis- 
tances covered are, however, estimated on the basis of the routes 
on which the vans and the road milk tankers of the Scheme are 
required to travel. The average mileage of the tyres which arc 
being retread&/repaired from outside parties is worked out on this 
basis and whenever tyres Pail prematurely clahns are made on the 
parties concerned." 



8.12. The Committee need hardly emphaslse the importance 6. 
regnlrrr and complete verification of &ores and prompt investiga- 
tion/reconcillstion of discreBandes. 'XW Committee hope that this 
would be enanred in future. The Committee would like to know the 
ou-me of the spedal st- verification undertaken in October, 
1970. 

8.13. The Committee were informed that the monciliatdon of 
priced ledgers with the bin card balances was in progress. The 
Committee would like this work to be completed early and the fact 
oi completion intimated to them. 

8.14. The Committee fknd that some measures have been taken 
to tighten up stores contro1. The Committee woultl parthlarly 
commend the pnoposal tolintensdfy the periodical surprise v e m -  
tion of stores. The decision taken regarding the introduction af' 
ABC ntethd of inventory'may be intimated te the Committee. 



O I E A m m  18 
INTEREJAL AUDIT 

Audit Patagmph 
9.1. The Internal Audit Section is not adequately manned and 

because of this, Inspection &ports/half margins issued on behalf 
.a1 the Director of Commercial Audit have also not been attended 
to promptly. 

92. The Ministry have stated (January 1970) that the Chairman 
has been directed to look into the matter personally and strengthen 
.&e internal audit system and dispose of audit objections. 

[Paragraph 80(9)-Audit Report (Civil), 1970.1 
9.3. The Committee understood from Audit that more than 200 

Audit objections brought out in the various Inspection Reports and 
Half Margins were pending settlement as on 31st December, 1969 
for want of clarifications/replies and some of these audit objections 
had been outstanding since 1959-60. The Committee wanted to 
know the steps taken by the management to settle/clear the out- 
standing objections. The Department in a note submitted to the 

&omnittee stated: 
"At the time the Internal Audit came into existence as a 

separate unit in 3/68 about 260 part. I1 objections were 
pending. During the visit of the local Audit Party in the 
middle of 1968. Internal Audit furnished replies to most 
of the objections and as a result thereof a substantial 
number of paras (about 100) were dropped. In addition, 
replies to various draft paras issued by Audit have also 
been furnished. 

The concerned branches of the Delhi Milk Scheme are being 
regularly urged to furnish replies in order to finalise the 
outstanding audit objections. An Internal Audit Section 
has been set up which ensures that replies are furnished 
,by the various Branches to the Audit objections and helps 
.them in furnishing satisfactory replies and also coordinat- 
ing such replies. As the progress in the clearance of 
audit objections has not been satisfactory, a separate unit 
bas been constituted to deal exclusively with the audit 

86 



objections, hal4 margins etc., which will expedite the 
clearance of outstanding objections. This unit will be 
strengthened gradlr8Uy iL per requirements." 

9.4. The Committee desired to h o w  the steps taken by the Scheme 
to strengthen the Internal Audit System to make it more effective 
to cover all aspects/transactions of the scheme. 

The Department of Agriculture in a note stated: 
"As a first step, vacant posts have been filled up in the, 

Internal Audit wing. A separate Unit has also been 
constituted in the Internal Audit Wing to deal exclusively 
with the Ahd'it objections etc. and this Unit will be 
strengthened gradually as per requirements. When this 
proposal is fully implemented, it is expected to cover all 
aspects/transactions of the Scheme." 

9.5. The Committee hope that Delhi Milk scheme would take 
appropriate steps to settle the Audit objections promptly. 



CHAPTER X 
COSTING 

10.1. The Costing Cell of the Scheme is responsible for main- 
tenance of priced stores ledgers and job cards relating to workshop, 
preparation of p r o f o m  accounts and undertaking of cost studies. 

10.2. The Scheme works out the cost of milk and milk products 
after the finalisation of the pro f o r m  accounts. Periodical cost 
statements indicating the prime cost and overhead charges are, 
however, not prepared with a view to gauge the trend of various 
elements of cost for exercising appropriate control, where necessary. 

10.3. The Management have stated (November, 1969) that 
"streamlining of the existing cost system for making available 
relevant data when required from various sections is under con- 
sideration." 

[Paragraph 80(10)--Audit Report (Civil), 1970.) 

10.4. According to Audit Para, periodical cost statements indicat- 
ing the prime cost and overhead charges were not ~repared by the 
Costing Cell with a view to gauge the trend of various elements of 
cost for exercising appropriate control wherever necessary. The 
Committee wanted to know the steps taken by the Bcheme to 
streamlining the existing costing system. 

The Department of Agriculture in a note stated: 
"Besides preparation of cost sheets for milk and milk pro- 

ducts after the finalisation of the proforma accounts, the 
cost section of Delhi Milk Scheme undertakes cost studies 
during the course of the year, particularly when the 
question of revision of selling prices of milk which con- 
stitutes more than 75 per cent of the total cost of pro- 
duction of various types of milk and milk products is 
taken up. These studies enable the Scheme t o  gauge the 
trend of various elements of cost for the purpose of 
exercising appropriate control where necessary. 

T11e periodical cost statements indicating prime cost and over- 
head charges etc. are not prepared at present. The pre- 
paration of such cost statements would necessitate a more 
elaborate costing system whereby day to day or periodical 



msts frarn various cost centres ore compiled for com- 
parison with the standard cost. The present system of 
accounting in the scheme as a Gwernment Undertaking 
is not based on commercial double entry system, with 
the result that it is difficult to allocate cost concurrently 
from t h e  to time. Moreover the procedure of payment 
for storm etc. through the Pay & Accounts Officer which 
ultimately gets adjusted through the books of Accountant 
General, Commerce, Work & Misc. involves delay in the 
receipt of information by at least 2 to 3 months. The 
question of streamlining of the existing cost system 
including inter slia, changing over to commercial methods 
of accounting and book keeping is under consideration 
of Delhi Milk Scheme. 

It may, however, be added that the cost section is at present 
closely asociated in Management's decisicns relating to 
the economics of various proposals involved in the pro- 
curement, processing and distribution of milk." 

10.5. The Committee And that the periodical cost statements 
indicating prime cost and overhead charges etc. are not prepared 
a t  present and that the question of streamlining the existing cost 
system is under consideration. The Committee desire that the cost 
system should be streamlined early so that a better control of the 
various elements of cost may be exercised by the Management with 
a view to effecting economy in the working of the Scheme. 



ACCOUNTING DEFICIENCIES 

Audit Pbmgroph 

11.1. The following deficiencies have been noticed in the main- 
tenance of accounts/records:- 

(el The figures of sales, shown in the pro forma accounts, 
are worked out by analysing the remittances and are 
not based on the daily sales statements. 

(b! No physical verification of fixed assets has been conducted 
since inception. The Ministry have stated (January, 
1970) that "the Chairman. . . .has been instructed to com- 
plete the physical verification.. . . . by 31st of March, 1970." 

[Paragraph 80(11)-Audit Report (Civil), 1970.1 

11.2. According to the Audit Para, the figures of sales shown in 
the p r o f m  accounts, were worked out by analysing the remit- 
tance and were not based on the daily sales statements. As the 
amouklt shown in the cash book on account of sales of milk and 
milk products represented only the cash collections irrespective 
of the period to which it pertained and also did not include the 
amount short deposited by Cash ClerksIDepot Managers, the Com- 
mittee wanted to know how the management statisfied itself in 
the absence of proper reconciliation of the aforesaid figures with 
the figures of sales as appearing in the daily sales statements, that 
the figures of sales shown in the proforma accounts represented the 
actual sales during the particular year. 

11.3. The Department of Agriculture in a note submitted to the 
Committee stated: "The figures of sales shown in the Proforma 
Accounts of the Delhi Milk Scheme are being worked out from the 
entries of the receipt side of the general cash book of the scheme 
since inception of the Scheme. However, the need for deriving those. 
figures from daily sales statements as pointed out by audit is 
accepted. Necessary procedure in this regard will be established 
as soon as possible after examining the practical difficulties, if any, 
in this regard." 



11.4. The Committee further pointed out that as per Audit Para, 
no physical verification of Axed assets had been conducted since 
inception and that the Chairman, DMS had been instructed by the 
Ministry to complete the verification by 31st March, 1970. The 
Committee enquired whether the physical verification of the fixed 
assets had since been completed. The Department in a note stated: 
"The Scheme has fixed assets at the Central Dairy in Delhi and 
in 21 chilling centres situated around Delhi. Physical verification 
of fixed assets could be taken up by DMS after 1-4-1970 and has 
since been completed at 15 milk collection and chilling centres. 
The remaining 6 chilling centres are not in operation and equip- 
ment have been installed only in 5 out of these 6 centres. Physical 
verification of fixed assets at these chilling centres as also at the 
Central Dairy is being taken up." 

11.5. The Committee are unable to appreciate the continuance of 
the existing practice of working out the figures of sale by analysing 
the remittances without reconciling them with the figures of sales 
as appearing in the daily sales statements. The Committee would, 
therefore, like the Scheme to evolve a suitable procedure to ensure 
the correctness of the figures of sales shown in the profoma 
accounts without delay. 

11.6. The Committad would like physical verification of fixed 
assets in the remaining chilling centres as also at  the Central Dairy 
to be completed expenditiously. 

NEW D ~ H I  ; ERA SEZHIYAN, 
July 8, 1971. * L  .- Chairman, 
Asadhcu 17, 1893 (Saka) Public Accounts Committee. 



APPENDIX I 

(Para 3.29 of the Report) 

Statement showing the progress achieved in the forrr ?-.- - 
development projects in the Milk shed of Delhi Milk ,rr re- 
ferred to in the reply to point 9 of the Public AeaDIIIIOLC t-~:W-e 

Activity 
1967-68 196849 196910 TOMI 

I. Sernm Bank 
GURGAON . . . . . I X 

2. Regional A.I. Centres . . . . . 3 r 1) 

.3. Stockmm Centres . . . . . 41 16 57 

.I& Total breedable population in lakhs 1020 . . -. 1.20 

5. No. of insemination done in lakhs . . . 0.11 m u  D.- 

6. No. of cpstrations done in lakhs . . . 0.w os;F o.xx8 

7. No. of inoculations in lakhs 0'74 0.86 - ra.zo 
3. No. of fodder development plots . . . 10 It 27 

9. Quantity of Seeds distributed in quintals . . 1-17 4-4 x&ar 

TO. No. of Coop. set up . . . . . a 3 27 

11. Amount of loan in lakhs . . . . . 1-10 3-38 4-a 
KARNAL 

I. Semen Bank . . . . . .. I E 

r 2 .  Regional A.I. Centree . . . 2 2 ,. 4 

4. Total mdable population in lakhs . I -07 . . ., I*= 

,j. No. of insemination done in lakhe . ;o.oz 0.04 0.084 O.I& 

4. No. o! cmtratiorm done in lakhe . 0.02 Negligible 0.- 0.06 

7. No. oi inoculations in lakhe . 0.48 0.93 I-@ a-go 

8. No. of fodder development plot8 . . . 31 181 " 2 r3 

9. Qumty of S W e  dietributed in quintals . . 5.05 1-w, . . 6-15 

xo.JNo. of Coop. e n  up  . . . . . 17 17 ' W  
z1. Amout of loan fn la&r . . 6-68 . A ~ ~ . * ~  : ' u.e) 



BIKANER 

. . . I . . . , 

3. Stockmen Centres . . .  16 24 10 50  

4. Tots1 breedable population in lakhs . 1.2 . . . . 1.2 

5. No. of insemination done in lakhs . . . 0.014 0.04 0.054 

6. No. of castrations done in lakhs . o.ooog8 0,017 0'014 0.0- 

7. No. of inoculations in lakhs .005 0.23 0.235 0'235 

8. No. of fodder development plots . 4 . . 13 I 7  

g. Quantity af seeds distributed in quintals . . 8 . 8  4.co 12.8 

xo. No. of Coop. set up . . . 38 14 39 71 

MEERUT 
1.ShnenBank . . . . . I . . I z 

2. Regional A.I. Centres . . . 19 15 I5 49 fi 
3. Stockmen Centres . . . II  I I 15 37 
4. Total breedable population in lakhs . 3.5 . . . . 3.5 
5 -  No. of insemination done in lakhs . 0.94 1.02 1.09 3'05 

6. No. of castrations done in lakhs 0.19 0.22 0.27 0-68 

7. No. of inoculations in lakhs . 3.210 4.96 5'29 13.46 
8. No. of fodder development plots . 200 800 2400 . . 34'33 
9. Quantity of seeds distributed in quintals 348.40 2259'40 1099.65 3707.45 

10. No. of Coop. S ~ X  up . Under Coop. D artment there are re- 
rep- to be?~oop. Unions in the  
Projects. 

XI. Amount of lom in lakhs 2.00 3-00 2.00 7 - 0 0  

*There B& pertoin to A.I. sub-centres. 
NO=-(I) @aqwm m j e c t  was started only in the later part of 196768. 

, , .  

(a) : u R o j a  suffeed a set back due to famine conditions. pf the executive %. 



APPENDIX II 
(Para 424 of the Report) 

Statement showing the Losses in Transit of Cow-Milk from Bikaner 
to Central DaZ.ry, New Delhi 

Month Quantity Quantity Value of 
daptchsd received LEI %?i? quantity lost 

from Bikaner Central Dpify traneit In transit 
(litree) (litr~s) (litres) (Rupees) 

September 382.40 169.36 

Marc h  >) 55,826.81 56,456.81 370. 10 209.66 



-. - - q ---(.-- 
&.-- . - --- the Losses in Transit of Cow-Milk fsom Bikaner 

to Ccnt7al Dairy, New Delhi 

Mcofh Quantity Quantity Quantity Value of 
despatched received in lost in transit quantity lost 

from Bikaner Central Dairy (litres) in transit 
(litrcs) (litm) (Rupees) 

(1 (4 ( 3 )  ( 4 )  (5) 



Statement showing the Losses in T~ansi t  of Cow-Milk from Bikanet: 
to Central Dairy, New Delhi 

Month Qumdty Quantity Quaptity Value of 
despatched received lost ln transit quantity 
from Bikana in Central lost in transit 

(litre) Dairy (litres) 
(litre) (Rupees) 

(1) (2) 13) (4) ( 5 )  

April 

May 

June 

July 
August 

September 

October 

November 

December 

January 

February 

March 

Nom-The .weigh-bridge went out of order during the middle of October, 1968 
The quanuty lost m traaslt from October, 1968 to March, 1969, if any, couldlnot be assessed 
separately, but was reflected in the proces6ing loases incurred in the Central Dairy. 



Statement shaoftrg the Losse~ in Transit of C m M i l k  from 
Bikawr to Cen& Dairy, New Delhi 

M a t h  Quantity Quantity Quantity Value of the 
despatched rtceived in lost in transit quantity lost 
from BitPaer Central Dnky (litres) in transit 

(litres) (litres) 
(Rupees) 

0) (2) (3) (4) (5) 

Apd '69 51,119~00 I Nil 

Novanber I, 24,136951 ng,r36*51 Nil 

December $, 20,079.60 80,079.60 Nil 

J ~ U J W Y  '70 F24~560.40 ad35do.40 Nil 

February J r  30,496'80 a9,68a.oo 814.80 629.43 

March I> 53,791'35 52,976-55 814.80 629-43 

N O T & - - ~ ~  weigh-bridge pnnt out of or& during fhe middle of Otober, 1968. The 
qusnt~ty lost in transit from Apnl, 1969 to March, 1970, ~f any, could not be assessed 
separatelyI but w a s  retlected in the procosaing losses incurred at the Central Dairy. 



(Para 6.18 of the Report) 
DELHI MILK SCHEME 

- 
Capital and Liabilities 1967-68 1968-69 Property and Assets 1m-68 I K J ~ ~ & -  

Rs. Rs. Rs. Rs. Ra. w 
Gocctm~nt Capitol 

Opening Balance . . . . 2,10,14,472 a,o8,84,847 Fixed Assets (Net) . sPg,8o,~go a,x-pj&,p 
@ : Net A d j g w t s  during 

theyear . . . , 1,4540,926 68,30,1~0 - 

(a) Depreciation on Buildings . 21~02,888 
(bj Hire of Tankers on Loan , 1,32,381 



.I . . Summary of Main Conclusions/Recommendatk~t~ - 
Sh Pam Ministry /Deptt. Conclusions Rccommf ndations 
No. No. conccrnsd 

pp - 
I 2 3 4 

I 1.3 Deptt. of Agriculture The Committee note that the Delhi Milk Supply Corporation 
 ilk Scheme Bill, which was introduced on the 4th September, 1970, lapsed conse- 

quent on the dissolution of Fourth Lok Sabha. The Committee 
hope that Government would bring forward a fresh bill early. The 
Committee would suggest that a provision should be made therein 
for audit of the Corporation's accounts by the Comptroller and 
Auditor General. 5 

The Committee in their Twenty-Seventh Report (Fourth Lok 
Sabha) took note of the fact that the Delhi Milk Scheme was incur- 
ring losses since its inception upto 31st March, 1967. The Committee 
are disturbed to find that the working results for the subsequent 
years 1967-68 and 1968-69 have also disclosed losses. The biggest 
ever loss of Rs. 146.71 lakhs was incurred during 1967-68. The 
cumulative loss upto 31st March, 1969 amounted to Rs. 417.a lakhs. 
The Committee see no justification for losses in a Project of this 
kind which elsewhere has been found to be ~rofitable, for example 
Kana District Cooperative Milk Scheme. The Government should 
keep a close watch on the Scheme taking expart advice as and when 
necessary as it is of prestigious importance being located in t& 



Do. 

Do. 

Capital of the Country. The Committee trust that Gsv~&t 
would make fullest use of the expertise on the subject availabk id 
the country. During evidence the Committee were informed that thtr 
Scheme expected to show profit during 1969-70 partly due to ration- 
alisation of procedures and control over incidental costs and partly 
1969. due to increase in sale price given effect to from 22nd Febru- 
ary. The Committee subsequently understood from Audit that the 
proforma accounts for the year 1969-70, as made available to them, 
showed a net profit of Rs. 73.34 lakhs. In this connection, the Com- 
mittee would like to be apprised of the extent of profit arising from 
the operational efficiency and that accruing from increase in the 
sale price effective from the 22nd February, 1969, or lower cast of 
procurement of milk separately. The Committee hope that with 
the increase in turnover and better control over expenditure losses 
would be wiped off and the Scheme would be able to function on a 
'no profit no loss' basis. 

The Committee note that the Block Assets of the Scheme did not 
include buildings and airconditioning plant valued at Rs. 100.97 lalchs 
as on 31st March, 1969 and that consequently the cumulative loss 
remained understated to the extent of Rs. 31.85 lakhs. The C m -  
mittee trust that the position would be rectified in the accounts for 
the year 1969-70. 

The Scheme has sustained loss even on milk products during the 
year 1968-69 for the first time in three years ended 31st March, 
1969. The Committee would like to know the specific reasons for 
the loss sustained in the sale of milk products during the year 1968- 
69 alone. 1 * t l a  .1 



4 72.28 Do, 

5 2.27 Deptt. of Agriculture The Committee find that the profitability or otherwise of each 
~ ~ l h i  Milk-Scheme of the by-products could not be worked out by the Scheme in the 

absence of product-wise details of cost of produetion. The %hen& 
should maintain accounts in a, form which will enable working out 
of individual product-wise loss/profit so that production capacjtias 
of products that yield a margin of profit may be fully utik@ h 
the financial interest of the Scheme. 

It is disconcerting to observe a rising trend in procurement, 
transportation, processing, distribution and overhead expenses. The . 

' * cost of procurement of milk and transportation upto tbe CenW 
Dairy which ranged from 7.38 paise to 7.87 paise per litre @uriD$ 
the four years 1964-65 to 19137-68 suddenly jumped to 9.05 p ipe  & 
1%8-69 as against a norm of 5.75 paise fixed by the Ku&n 
Committee. Further the cost of processing, distribution ;tnd other 
overheads went up from 14.63 paise in 1964-65 to 18.33 paise ip 19fB 
69 as compared to the norm of 13.05 paise. The Committee need 
hardly emphasise the necessity for an item-wise control d cwt 
with the help of periodical cost analysis. The Committee 
dealt with the deficiencies in this regard elsewhere in this &port. 

It was urged before the Committee during evidence that the 
norms laid down in 1964 could not be compared with the expens& 
in later years. Further, according to Government, the correct.tla&thdl 
of assessment of unit cost of processing, distribution -a dber 



overheads would be on the basis of total quantity of al l  type8 @ 
miIk--standard, toned and double toned-manufactured and sold 
by the Scheme where as Kurien Committee had taken the qu;aitity 
of fresh milk received as the basis. The Committee would suggest 
that revised norms, if necessary may be worked out on a comparabt'e 
basis for various stages of operation by an independent eq&t in' 
association with a person well versed in cost accounts. 

Do. The Committee wish to point out that adequate prmmment cd 
milk is the very basis of satisfactory working of the Srhane. The 
Delhi Milk Scheme has since purchased a spray drying equipmeat 
to take additional supplies of milk during winter months and convert 
into skimmed milk powder for utilisation during su~nmer month 
and the equipment was expected to be commissioned by Mar& 5 1971. Latest position has not however been intimated by Government . 
The Committee expect that the Scheme would take appropriate 
measures to step up procurement of milk in order to ensure optimum 
utilisation of the plants throughout the year and to reduce the unit 
cost of milk and milk products. 

' 0a The Committee are not satisfied with the present arrangement 
for the procurement of milk under which bulk of the purcfit~ Q 
made on commission basis through middlemen. In the op-n of 
the Committee, the milk producers should get the benefit in full 
instead of allowing the middlemen to derive profit. To achieve fhb 
end in close cooperation with the State Governments concerned the - F . . .* . - -  ----- - -  - 



-' - .  _._.. _ . .  - . .> . - 
-. 

a- - 2 3 4 
* 

9. 3.34 of A g r i e  Scheme should encourage establishment of g e n ~ n e  milk pmdums' 
~Xhi= Scheme-- cooperatives in the milk-shed areas from where milk is rtt present 
contd. procured. The organisation of cooperatives which is ond a the 

aims of the Intensive Cattle Development projects should, receive 
the priority that it deserves. 

10 3.35 Do. In spite of considerable expenditure on the Intensive Cattle 
Development Projects sanctioned for the milk shed of Delhi Milk 
Scheme in districts of Meerut in Uttar Pradesh, Gurgaon and Karnal 
in Haryana and Bikaner in Rajasthan, the Committee do not find 
any appreciable improvement in procurement. As against a quan- 
tity of 3,35,745 quintals of milk purchased in these areas in 1966-67, 
the quantity procured in 1969-70 was only 3,39,503 quintals. Admit- 
tedly the projects are not intensive enough and "there is a tremen- 
dous ground yet to be covered." According to the Secretary, 
Department of Agriculture, enough was not being done for the 
breeding programme and for the fodder and feed. The Committee 
hope that Government will attend s~starnaticall~ to these shortcom- 
ings in the interest of improving milk production. 

3.36 Do. The Committee could not get any idea about the increase in the 
yield of milk consequent on the implementation of the cat& 
development projects. The witness informed the Committee that 
Government "do not have a proper scientific a s s e s m a t  ma- 
under the statistical organisation to answer the QU&- && 

e .  



Do. 

Do. 

hp'otrement in milk production." ?he Committee are unhappj+ 
about the inadequacy of the existing Government machinery in tZap 
regard. As these projects are centrally sponsored, the ~0~~ 
feel that it is the responsibility of the Centre to ensure the thesa.. 
yield satisfactory results. In his connection the Committq would 
suggest that a periodical survey should be undertaken in the four 
ICDP areas so as to determine the extent of increase in miZlr 
production and decide the further measures, in the light th& # 
achieve higher production. 

The Committee were informed that as there was direct depart 
mental procurement at Bikaner, testing of individual supplies of 
milk, being prohibitively expensive, was not done and that some 
improvements have been made since January, 196% The Committee 
do not approve of the existing arrangement as they consider that 
the testing of individual supply is a must to guard against promre- 
ment of sub-standard or adulterated milk. The steps taken in this 
regard may be reported to them. 

The Committee note that the norm for loss of fat from the stage 
of procurement upto the receipt in Central Dairy has been refixed 
as 1 per cent with effect from 1st July, 1970 and that loss during 
processing has been fixed as 1 per cent during summer months a d  
2.5 per cent during winter months subject to an overaQ loss of 
2 per cent in the year w.e.f. 1st June, 1970. The Committee would 
like to stress that the losses should be reduced to the minimum and 
that the norms fixed should be periodically reviewed with a view 





Committee were infonned during evidence that some theft could not 
be ruled out although there was no specific case brought to the 
notice of the Scheme. The Committee would like an  invesfigation 
to be undertaken into the circumstances that led to such extraordi- 
nary tosses during 1%69 and appropriate action taken against 
the officials concerned. The Committee hope that the weighbridge 
would be repaired and broughf into use forthwith and that care 
would be taken to ensure that it does not go out of order. 

DO. The Ministry intimated the Committee that the transit losses 
from Bikaner would be reduced after the introduction of rail milk 
tankers for which orders had already been placed. The Committee 
find that quantity of milk despatched per day from Bikaner was 
on an average 3,769 litres, 8,832 litres, 8,022 litres and 1,369 litres 
in the years 1966-67, 1967-68, 1968-69 and 1969-70 respectively. s 
Against this background and taking into consideration the proposal 
to have a cheese plant installed at Bikaner, the Committee would 
like Government to make sure of the economics of procuring tankers 
of 21,000 litres capacity for transport of milk from Bikaner. 

DO. In keeping with the objective of the Scheme of supplying good 
wholesome milk at a reasonable price to the consumer, the Scheme 
should be able, ere long, to meet the demands of the consumers in 
Delhi in a better way. The Committee find that as against the 
totaI estimated requirement of milk for Delhi city of 7,00,000 litres 



17 
5.6 Deptt. 0fAgriculturcf per day a t  the end of 197475 the Scheme was able to supply to thc 

Delhi milk Scheme extent of 2,27,636 litres and 2,57,118 litres only during 196840 and 
c ontd. 1969-70 which worked out to respectively 32.5 per cent and 36.7 p a  

cent of the requirement. With the anticipated increase in the p* 
cessing capacity consequent on the installation of a spray drying 
equipment, the Committee hope that the supply position would show 
substantial improvement. 

DO. The Committee trust that a detailed review of the working of 
all-day milk stalls will be completed and the question of opening 
of additional milk stalls decided early. The Committee would like 
to know the results of the review as also the progress in the opening 
of additional booths, 100 of which are expected to be constructed 
during the current financial year. In this connection the Committee 
would also like Government to examine the feasibility of introducing 
new features such as yoghurt for supply at railway stations airports 
etc., for the benefit of passengers. 

DO. The Committee wish to point out that there is much scope for 
improving the image of Delhi Milk Scheme in regard to quality of 
its products. As there have been some complaints regarding ghee, 
the Committee would suggest that there should be a regular proce- 
dure of getting the ghee tested in one of the national laboratories 
and of ensuring strict adherence to quality specifications to inspi& 
confidence. 



5-24 Do. The Committee are distress4 to find a large number of cases of 
defalcation and short deposit of cash aggregating over a hi& of 
rupees. The Committee take a serious view of the 1- ia mat re!- 
porting the cases to the L. I. C., wherever necessary, promptly. The 
Committee would like to be apprised of further progress made in 
the realisation of money and also of the outcome of the cases pend- 
ing in the courts. 

DO. With a view to avoid repetitions of such cases, the Committee 
would like Government to examine the feasibility of obtaining suit- 
able security from the cash clerks. Further, as the cash security - 

0 
to be furnished by the Depot Managers amounts to Rs. XlO/- only, * 
it is necessary that the accountal of collections is verified and 
discrepancies settled with utmost promtitude in future. 

Do. One of the cases of loss 0s cash relates to the security deposits 
recovered in instalrnents from Depot Managers and ' kept in 
the premises of Delhi Milk Scheme pending deposit in the post office 
savings bank. The Committee would like to know whether there 
was any delay in depositing the amount in the savings bank and if 
so, why. 

-_I_---- -- 



- - - --- -A - 
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23 5 27 Deptt of Agri- The Committee hope that the Scheme w d d  ti- up. the 

culture Delhi internal audit in such a way that non-accwntal of e a h  a d  sbsrt 
M a  Scheme deposit of cash are detected and severely dealt with iinmgdinta~ 

after occurrence as that alone can be an effective deterrent, against 
such malfeasance. There should also be a system of periodical 
surprise verification of cash, if it is not already in vogue. 

Do. The Committee find that the proposals of the DeM Milk Scheme 
to increase the price of double toned milk sold under the ag.eement 
entered into with the World Food Programme, from 40 paise ger Z: 
litre to 52 paise, made in July, 1965 and again to 60 paise in Decem- 
ber, 1966 on the basis of actuaI cost of production, were not finally 
approved by Government. Only in January, 1967, the world Food 
Programme authorities were approached for the revision of the sale 
price. Ultimately in December, 1967, Government accepted a price 
of 50 paise per litre as recommended by the Governing Body, when 
the cost of production had gone up W 64 paise per litre. I t  continued 
upto 22nd February, 1969 when a revised price of 60 paise came into 
force. On account of the delay in giving effect to a reasonable 
increase from time to time, as proposed by the Scheme, a td&l lossof 
Rs. 43.98 lakhs was incurred by the Scheme upto 31st NZarcR, 1989 as 
the sale proceeds did not cover even the cost of processing and dbs- 
tribution not to speak of covering the cost of dk powder d*: 



Do. 

Do. 

Since the Scheme had to bear a liability to pay the cost of skimmed * 

milk powder (Rs. 47.33 lakhs upto 31-3-1970) for the purpose of t& 

ting up a revolving fund as required under the Agreement, the Com- 
mittee cannot help feeling that the matter should have been reviewed 
by Government on realistic basis without undue delay. However, 
in the opinion of the Committee, there would have been nu need to 
raise the price of Double Toned Milk which is meant for the weaker 
section of the society had the organisation effected necesry eco- 
nomy in its working. 

AIthough the first agreement (No. 233) was executed in Novem- 
ber, 1964 with an obligation to set up a revolving fund, it is 
regretable that no such fund has been set up as yet, with the result 
that the implementation of a desirable scheme of cattle development -. 

CI could not be taken up. The question of accounting procedure, which r 

is stated to have deIayeJ the setting up of a fund, sould be settled 
expeditiously in consultation with Audit. 

The Committee observe that a Dairy Development Project at 
Rohtak estimated to cost Rs. 47.10 lakhs has since been sanctioned 
and that the Chairman, Delhi Milk Scheme has been entrusted 
with the responsibility for the implementation of the scheme in 
consultation with the Haryana Government. The Committee would 
like to know the details and the progress of implementation of the 
Scheme. The Committee hope that similar schemes sanctioned for 
various other milk schemes in the country will also be implemented - expeditiously. -- - -- -- -- - - -- ---- -- - 
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27 7-15 Department of The Committee find that the attempts of the beh Milk Scheme 
Agricult'ureIDelhi to dispose of the automatic decrating and recrating machines did not 
Milk Scheme succeed and that efforts are being made to put them to  use after 

procuring plastic crates. The Committee would like to know the 
progress made in regard to utilisation of the machines. 

7.16 Do. It is unfortunate that the Scheme went in for such a sophisticated 
equipment as milk evaporating plant on the advice of a foreign 
expert without examining its immediate utility and consequently 
the equipment had not been put to use since 1962-63. The Corn- =I- 
mittee need hardly stress that recommendations of foreign experts - 
should henceforth be carefully sifted by the National Dairy 
Development BoardIIndian Dairy Corporation to ensure their suit- 
ability under the present Indian conditions. 

Do. A cheese plant procured on a high priority basis a t  a cost of 
Rs. 3.80 lakhs in the year 1965 is yet to be installed. The Committee 
are not fully convinced of the soundness of the original proposal 
to instal the plant in Delhi. It is not clear as to why the order for 
i t  could not be cancelled when the Kurien Committee recommended 
the cancellation in 1964. The Committee note that the Scheme 
expect to instal the plant at Bikaner as per the alternative 

-- 



suggestion of the Kurien Committee, in about two years' time. It 
was admitted during evidence that the plant might become 
obsolete on account of delay in its installation. The Committee hope 
that such instances of bad planning will not recur. In respect of 
all the three cases mentioned above, the Committee would like ~e 
responsibility for the procurement of the plant/machinery to be 
fixed and the fact intimated them. 

8.12 DO. The Committee need hardly emphasise the importance of regular 
and complete verification of stores and prompt investigationfrecon- 
ciliation of discrepancies. The Committee hope that this would be G 
ensured in future. The Committee would like to know the outcome 
of the special stores verification undertaken in October, 1970. 

8.1 3 DO. The Committee were informed that the reconciliation of priced 
ledgers with the bin card balances was in progress. The Committee 
would like this work to be completed early and the fact of comple- 
tion intimated to them. 

8.14 Do. The Committee find that some measures have been taken to 
tighten up stores control. The Committee particularly commend 
the proposal to intensify the periodical surprise verification of stores. 
The decision taken regarding the introduction of ABC method of 
inventory may be intimated to the Committee. 



33 9.5 Deptt. of The Committee hope that Delhi Milk Scheme would take appro- 
AnricultuitlDelhi priate steps to settle the Audit objections promptly. 
 ilk scheme 

10.5 Do. The Committee find that the periodical cost statements indicating 
prime cost and overhead charges etc., are not prepared at present 
and that the question of streamlining the existing cost system is 
under consideration. The Committee desire that the cost system 
should be streamlined early so that a better control of the various 
elements of cost may be exercised by the Management with a view 
to effecting economy in the working of the Scheme. 

u 

Do. The Committee are unable to appreciate the continuance of P" 
the existing practice of working out the figures of sale by analysing 
the remittances without reconciling them with the figures of sales 
as appearing in the daily sales statements. The Committee would, 
therefore, like the Scheme to evolve a suitable vrocedure to ensure 
the correctness of the figures of sales shown in the proforma accounts 
without delay. 

Do. The Committee would like physical verification of fixed assets 
in the remaining chilling centres as also at the Central Dairy to be 
completed expeditiously. 
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7-L, L w b c  ~ i m m  
New Dclhl. 

Tha Secretuy, Emubllsb- Y Y  
mcnt DeP.rtmcnt, T h e  

Commlwbn of IndlP, 

LONDON 9P.C.-a 
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