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,-, INTRODUcrnON 

I, the Chairman of the Public Accounts Committee as authorised 
by the Committee do present on their behalf this Ninety-Fourth 
Report of the Committee (Fifth Lok Sabha) on the Reports of the 
Comptroller and Auditor General of India for the years 1969--70 and 
1970-71-Union Government (Civil) relating to the Ministry of 
Finance. 

2. The Reports of the Comptroller and Auditor General of India 
for the years 1969-70 and 1970-71-Union Government (Civil) 
were laid on the Table on the 22nd June, 1971 and 7th April. 1972. 
respectively. The Committee examined the paragraphs relating to 
the Ministry of Finance on the 22nd and 23rd January, 1973. 

3. The Committee considered and finalised this Report at their 
sitting held on the 27th April, 1973. Minutes of the sittings of the 
Conunittee form Part II- of the Report. 

4. A statement showing the summary of the main conclusions I 
reoommendiations of the Committee is appended: to the Report 
(Appendix II). 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 
assistance rendered to them in the examination of the paragraphs 
by the Comptroller and Auditor General of India. 

6. The Committee would also like to expressth.eir thanks to 
the Officers of the Ministry of Finance for the cooperation extend-
ed by them in giving information to the Committee. 

April 28, 1973 
Vaishaka 8, 1895{S) 

ERA. SEZHIY AN 
Chairman, 

Pu.blic Accou.nts Committee. 

-Not printed. One eyclostyled copy laid on the Table of the House aDd five cop'es 
placed in Parliament Lit.rary. 
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GENERAL 

" , 

Variations between budget estim4tes and, actuGZs ' 
The original budget estimates and actuals of revenue receipts, 

-expenditure met from revenue and expenditure Ofi Capital Account 
during 197():"71 are shown below wiih the correspOnding figures for 
the preceding two years:- ' 

-----
Budget ActL!als Variation 

P~ge 
of varia ton 

(Crores of rupees), 

Revenue Receipts. 1968-69 ~3027.'30 3084'07 +56 ' 77 +1'9 
1969-70 3322'21 3388 '54 +66' 33 +2'0 
1970-7 1 , 3678'41 3731'94 +53' 53 +1', 

Expenditure met from Revenue 1968-69 ~2896'38 3003' II +106'73 +3'7 
1969-70 Q,3262 ' 33 3263'37 +1'04' 
1970-71 350S'63 3568 '92 +63' 29 +~'8 

Expenditure on Capital Account 1968-69 761' 48 427'91 -333'57 -43'8 
1969-70 769' 58 648'44 -121' 14 -IS'7 
1970-71 843'02 941' S9 +98' 57 +u'7 

1.2, During 1970-71, the revenue receipts were Rs, 53.53 crores 
more than the budget estimates, but ~ expenditure met from 
revenue exceeded the budget estimates by Rs, 63,29 crores. The 
expenditure on capital account also exceeded the budget estirnatJes 
by Rs, 98,57 crores. 

1.3. During the course of the year supplementary grants were 
~btained, the effect of which was to increase the above estimates 

·Bxclude payments to States of their ahare of divisible proceeds of taxes onfnODB 
-and estate duty which are taken as reduction of revenue receipt.. Such payments to Stl 
~ the three yean were:-

Taxes on Income 

Estate Duty • 

1968-69 1969-70 1970-71 

(Crorel ofrupee.). 

194: 51 293' 18 

S·'" 6'98 

359'09 
6·,,, 

@B~et estimates for revcmue receipts include RI. ,6' 84 c:rorea. J¥. a3' ja,croza lAc! 
1t. •. '4' 94" c:rom respectively dur\n,1968-69, 1969-79 and 1970-11 beln. the lfiltte orUDfOD, 
lhciIe Dudes payable to States IS a result o(Budget proposals, whidl were taken fa rec1uc:tioD 
-or reven1le. Oil the expenditure aide. however. the figurca of bIIdpt eatimatet esclude dIJa 
-element._ 



............ ~""" ..... -.,..".. 

ef ~ met from revenue aDd expenditure on capital ae-
.-t by RB. 137 crores and Rs. 294 crores respectively. 

l.of. Further details of Revenue Receipts have been given in my 
~ OIl Revenue Receipts. 

[Para I of the Report of C&AG for the year, 1970-71, UniOD 
Government (Civil)]. 

Audit PIIJ'.,.aph 

. t5. The escess of Rs. 98.57 crores in expenditure on capital ac._ 
COWlt as compared with the budget estimates during 1970-71 was 
JItIde up of excesses under a few hea~ and savings under a few 
other heads. The excesses were mainly under the following 
.heeds:-

Head Budget Actual Excess 
estimates expenditure 

(Crores of rupees). 

IO'SO I6S'SS ISS'OS 

Mainly due to (i) payment of additio'nal subscription to the' 
international Monetary Fund and International Bank for Recons-
truction aDd Development and (ii) larger expenditure on customs 
duty, freight, insurance etc., on gold imported for payment of subs-
cription to the International Monetary Fund. Schemes of Govern-
ment Trading ( - ) 24.14 7.26 31.40' 

1.6. The substantial excess was under the following schemes:-

(a) PurcbueofFoodaraiDs : 

Groel Expenditure 2 7'60 2S'OS 

Mainly due to adjustments of larger gifts, consignments and 
east of iDdigeDDus foodgrains supplied earlier by Food Corporation' 
of India. 

(b) Purchase of Fertilizers 

, 
Mainly due to clearance of 1969-70 backlog in shipments . 

. 1,7. The excf!8SeS under the above heads were counter balanoed' 
IJy d.ecraa! mairilV·under~-



(2) Capital outlay on Posts and TeleJraphR •• 

(3) Public Works. • 

35'00 

66· 304 

6'96 -28'04: 

53'13 -13'21 

Mainly due to lesser expenditure on national highways and d. 
lay in procurement of equipment and spares for construction of· 
border roads. 

(4) Industrial and Economic Development . 

Mainly due to lesser investment in various Government Com-· 
panies. 

[Paragraph 5 of the Report of C&AG for the year, 1970-71~ 
Union Government (Civil) 1-

1.B. The Committee desired to know the reasons for shortfall iI:. 
actual expenditure on Capital Account as compared with thE. 
Budget Estimates to the extent of Rs. 333.57 crores (43.8 per cent) 
during 1968-69. The Finance Secretary stated: "We have analysed all 
the shortfall on Plan expenditure, it used to be very large in the. 
first 2 or 3 years." Pointing out that there was short:(aJl in capital 
expenditure in 1968-69 and 1969-70 and excess in 1970-71, the Com-
mittee asked whether there was any system of co-relation of short-
fall of one year with the budget estimates of the following year in 
respect of continuing plan projects schemes. The Finance Secretary 
stated: "Allotments are given. to spill over schemes." He added: 
"All the schemes which are provided in the Plan are getting pro-
vision but budget provision does not depend only upon expendi-
ture which is needed on the scheme, but also on the resources 
available. There has to be a matching between allocatiOlllS and 
resources." As regards the shortfall in expenditure the witness 
stated: "the scheme did not make progress in the first 2 years of· 
the PIa-no Funds are provided. Shortfalls occur due to con-im-
plementation of the projects." Asked if the Finance Ministry had 
investigated the reasons for non-utilisation of funds, the Finance 
Secretary stated: "When we prepare the budget we take into ac-
count the progress of schemes which has taken place during the 
past years and the amounts which will be necessary in the current 
year and for the new schemes a detailed study is made in the 
Ii'inance Ministry regarding the provisions which are required. 
Sometimes because of certain situations such as non-availability or' 
steel, cement, equipment and material there are shortfalls." Asked 
if the Finance M.tn:istry enforced any discipline in the utilisation of· 
funds by the Ministr.ies, the witness stated~ "It is difficult to en-
·force diSCipline in a general atmosphere of shortages. Every De 
'118rtment looks at its own requirrrnents. Situations arfse durine' 



the course ur the year such as less steel and cement production and 
therefore, shortages are there. Sometimes you want to import 
but you are not in a position to' import. At the beginning of the 
Plan it is not SO much deficient." 

1.9. The Committee desired to be furnished with a note stating 
the reasons for a saving o.f Rs. 28.04 crores in capital outlay Dn the 
Posts and Telegraphs during the year 1970-71. In a written reply, 
the Ministry of Finance (Department of Expenditure) stated: "The 
borrowed capital allocated to' P&T Department in BE 1970:.71 was 
Rs. 35.00 crores DUt of the total capital outlay of Rs. 88.27 t"rores. 
The balance Df Rs. 53.27 crores was proposed to be· generated inter-
nally. The actual achievement of Internal resources was Rs. 52.95 
crDres. The savi!}gs are mainly due to less supply of equipment 
and cables by I'll and HCL and slow progress in the execution of 
Building and line wDrks. 

1.10. The Committee desired to be furnished with a statement 
shDwing the Budget Estimates and Actual Expenditure on Capital 
Accounts on the National Highways and Border Roads for the years 
1~69, 1969-70 and 1970-71. The Ministry of Finance (Depart-
ment of Expenditure) furnished the following infonnation: 

Year 

1~-70 

National Highway Capital E:Jtpendirure on Works (Border Roads) 

(Rs. in lakhs) 

Budget Actual Reasons for variations 
Estimates Expenditure 

338 '49 299'25 

535' 80 

(8) Slow progress of work on premix carpet-
ing in respect of CE Beacon due to frequent 
breakdown of the Nigota and Hotimix-
plant and the slow supply of materials by 
contractors. 

(b) Delay in the finaliaation of design and 
contracts for minor bridges in project 
Beacon and due to failure of contractoJ' to 
carry on work on major bridges in Project 
Deepak. 

<a> Works on Naahri Bye pus constrUction of 
permanent bridges on Painthal and Khun-
Natlah, accommodation of GRBP' units 
anel road aide accommodation could not be 
taken up for want of Administrative App-
roval of certain lobe and ahortalt of 
equipment, Vehicles and malQDt. Ade"-
quate number of vehicles also could not be 
procured ftom civU ~ as ~u. 



year 

1970-71 

(Rs. in laths) 

Reason for variation Btidg'!t Actuels 
Bstimate) Bxp~n:liture 

(b) Provisions made for landslid~ clearances 
in respect of Deepak under this head in the 
B.E. was surrendered at R.E. stage be-
cause the same was to be met out of 
Maintenance grant. 

(c) Slow progress of work on bridges over 
Sutluj River in Project Deepak. 

386' 9S The vuiltion is negligible. 

Bxpenditure on Capital Account on National Highways 

Year 1968-69 

Budget Estimates Actual Expenditure Variation 

Rs. Rs. Rs. 

National Highways Il.76,00,OOO 1~,18,8J,~9S (-+ )4~,8I,~95 

Tools & Plant 54,00,000 5%,66,068 (-)1,33,93:& 

Total 1%,30,00,000 n,71,47,363 (-I- )41,47,363 

The excess was less than 5% and was due to accelerated pace of the works on National 
Highways. 

Year 1969-70 

Budget Batimates Actual Expenditure Variation 

Natioaal Highways 

Tool. & Plant . 

Total 17,71,00,000 

Tbe I8viup Weft· due to the followiDa reaIODI~--

(I) Lea,demandS from Statee for new worke on National HiahWlYl than orllina1lt 
anticipated. 

(D) Reduction inpmpoaed proJrIIDIU of worb and 4 • ..,. ill commencement of 
worbjand 

(iii) Non-iuue of decreet qainat Government which were anticipated earlier •• 



National Highways 
Took & Plant. 

Total. 

6 

Year 1970-71 

BudFt Bstimates Actual BXpenditure VariatiOR 

RI. Re. 

27,27,98,000 
82>4°,000 

28,10,38,000 

Rs. 

21,81,24,000 (-)5>46,74.000 
47,56,000 (-)34.84,coc> 

22,28,80,000 (-)5.81.058,000 

The savings were due to the following reasons: 

(i) Less demands from· the States for new works on National 
Highways than originally anticipated. 

(ii) delay in m.a1leriaJ.isation of and defennent of purchase or 
equipment. 

(iii) delay in the materialisation of D.D.A. Budget; and 

(iv) non-receipt of the estimates for the works from the Chief 
Engineer (E.Z.), C.P.W.D .• Calcutta. 

1.11. The Finance Secretary stated during evidence "The real 
reason is that there is not much realistic budgeting by the depart-
ments. They want a higher allotment than they are in a position 
to spend and then surrender it. Aslred if the Finance Ministry did 
not prune the estimates of the departments, the Finance Secretary 
stated: i'There is a lot of pruning in the Finance Ministry on the 
basis of the information given by the department. Even then. 
they are not in a position to spend the allocatidll." When pojnted out. 
that year after year same explanation was given by the Ministries 
for savings, the Finance Secretary stated: "That is the usual feature 
for all the Departments. What can the Finance Ministry do?" He 
added "The concerned Ministry have to give a realistic estimate." 
Asked what the remedy would be if the Ministry did not frame--
realistic estimates the witness stated: "Then we can dnly apply our 
judgment." He added: "Supposing they want more money later on 
then. we will not be able to provide that money." Asked on what· 
basis the Finance Ministry made the allotment, the Finance Sec-
retary stated: '~e have got a Financial Adviser who is attached to 
every major Department or a number of Departments. He keeps' 
in touch with the progress of work in those Depa:rtrnent8. I can ten 
you with some pride that his assessment is much more realistic 
than the assessment of the Ministry conce~." 

1.12. The Committee· asked whether it was not desirable for the-
Financial Adviser to make closer study in cases of repeated' 
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~ver-budgeting. The Finance Secretary stated: "To the extent 
possible, we do look into it. We advise the Ministry concerned about 
the allotment they should take. Even then, there are various re-
presentations made to us. For example, there is a shortfall In the 
construction of roads, national highways, etc. Every year, the 
.Minister in-charge of that Department writes a letter to the Finance 
Minister to say that the amounts provided for the Department are 
not sufficient." The witness added: "As the Plan has advanced, these 

.shortfalls have been reduced. For example, for 1971-72, as against 
a budgeted outlay of Rs. 1350 crores, the shortfall is only Rs. 85 
crores. It has been conSiderably reduced. Perhaps, in 1972-73, the 
shortfall may be very much less." Asked if this was due to the 
improvement in utilisation of funds or lesser provisions, the Finance 
Secretary stated: "Actually, side by side, we are taking steps to 
see that they improve their organisation efficiency also. It is not 
·due to lesser provision of funds. We have been giving more funds 
-year after year. For example, in 1972-73, we have given about Rs. 
720 crores more than in 1969-70. Even then, the shortfall is only 
Rs. 85 crores." 

1.13. The Committee drew attention to Para 30 of the Audit 
Report (Civil), 1970 showing that out of the total sa.ving of Rs. 926.34 
-crores in all grants and appropriations during the year 1968-69, Rs. 
885.67 crores were surrendered but almost the entire surrender was 
made in March, 1969. The Finance Secretary stated: "Ministries are 
very reluctant to surrender any amount until the last month because 
they are always hopeful of utilising amounts in the last three or 
four months." Explaining the position further, the witness stated: 
'''Generally what happens is that about 50 per cent of the expenditure 
is conoentrated during the last three months of the year because we 
'Cannot help it, because the working season begins sometime from 
November and it takes time to build up the expenditure. More-
over contractual payments have to be made after making sure that 
the money has been spent and the work has progressed. The work-
ing season is only concentrated on between 1st November and 31st 
March. There was a general view that a change in the Financial 
"'Year will also create more problems. Some people suggested that the 
'financial year should begin on the 1st of July or August but that 
would create other problems. This was also considered in the 
:secretaries' meeting. II 

1.14. Pursuant to the recommendation made by the Committee 
in Paragraph 1.21 of their 55th Report (4th Lok Sabha) , the Ministry 
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of Finance issued instructions in September, 1969 reiterating· the 
need for exercising strict budgetary control and of surrendering 
savings as soon as ~ey are anticipated instead of postponing the 
sarne till the end of financial year. The Ministries w~re required 
to review the grantsiappropriations and. report savings periodically 
to the accredited Finance Divisions in the Department of Expendi-
ture. The Department of Expenditure would review the position 
with particular reference to the major provisions in GrantsiAppro-
priations and forward the statements, with their comments, to the 
Budget Division for necessary action. 

1.15. The Committee are dissr.tisfied with the variatitllll; between 
the budget estimates and the actual expenditure on capital account 
during the years 1968-69, 1969-70 and 1970-71. The shortfall of ex-
penditure during the years 19-68-69 l:nd 1969-70 amounted to Rs. 333.57 
crores nnd Ks. 121.14 crores w!lich worked out to as. 43.8 per cent 
and 15.7 per cent respectively. In 1970-71 there was excess of expen-
diture over the budget estimates amounting to Ks. 98.57 crores which 
worked out to 11.7 per cent. In extenuation of the shortfalls. it was 
urged before the Committee that for the first two or three years of 
the plan there was slow progress of the plan projects/schemes for 
various reasons such as non-availability of steel, cement, equipment 
etc. The Committee view with concern over budgeting by the Ad-
ministrative Ministries resulting in a locking up of much needed 
funds. The Committee also regard the excess of &s. 98.57 crores in 
the capital expenditure for the year 1,970-71 as bad blld(!~~ing. The 
Committee desire that the Administrative Ministries concerned 
should frame their budget estimates realistically. They should nei-
ther be over-optimistic about their ca·pacity to utilise funds, nor 
grossly underestimate it. The Ministry of Finance who have Fin-
ancial Advisers attached to the Administrative Ministries should be 
able to play a more effective role in ensUring realistic budget provi-
sions. The Committee sUDest that the Finance Ministry should ana-
lyse the variations between the estimates and actuals during the last 
five years with a view to identifying the causes for shortfaDs or ex-
cesses in expenditure and improving the 'budgetiDe' procedure. 

1.18. During 1170-71, although. there was an overall excess of 
as. 98.57 crores in expenditure OIl capital account, there was lignifi-
cant shortfall of capital expenditure on. . Posts and. Telegraphs 
(Re. 28.04 crores) and public works (Ita. 13.21 erores). The savings 
in the P. & T. Department were mainly due to smaller supply of' 
equipment -.d cables 'by the Indian Telephone 1D!Iutries an.d Bi~dus­
~ c.J,les Ltd. and slower propesa in execution· of b:uUdinJ aDd liJ)e-
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works. As regards public workS, a savin& of RI. 5.82 c;rores "as RC-

counted for by the National Highways in which case there was also 
a savill& of Rs. 5.42 crores durin& 1969·70. In 1969-70 there W!,IS also 
a saving of Rs.' 1.27 crores in respect of Border Roads. The Commit· 
tee desire that the Ministries of COmlDUDications and Shipping and' 
Transport should exercise proper care in framing the bndget e&ti~ 
mates in future and ensure that the funds provided for important 
projects are utilised during the year. 

1.17. The Committee have in the past urged on the Ministries/ 
Departments to surrender savings as soon as that possibility is envi-
saged without waiting till the end of the year. Pursuant to thc re-
commendation made in paragraph 1.21 of their 55th Report (4th Lok 
Sabha), the Ministry of Financc issued instructions in Septt~mber, 
1969 asking the Ministries to review the grants/appropriations perio-
dically and to report the savings to the accredited Finance Division 
for necessary action. The Committec desire that the Ministry of 
Finance should review how far these instructions have hef'n imple-
mented and savings surrendered in time during the last thrf'C years. 

1.18. The Committee were informed that generally 50 per cent of 
the expenditure is concentrated during the last three months of the 
financial year. The Committee would like the Ministry (If Finance 
to examine the factors that are responsible for Mlsh of expenditure 
in the laSt three months and how the situation can be remedied. 

Overall Expenditure (Revenue and Capital) 
A udit paragraph., 

1.19. The expenditure during 197()"71 compared with that during 
the previous two years in shown below:-

( (Crores of rupees) 
- ---------_._---:---------

Collection of Taxe .• and Duties 

Debt Services 

Administrative ~rvi« •• 

Social & Develo.pmental Servic:et 

MuitipUf.Pose River Schemes . 

Public; W Grit •• 

nu.port Be Communication •.• 

C~re_nQlallc;l Mint. 
~·,···r 

.. 

1968-69 

2 

38'69 

528'02 

IS3'S2 

234'23 

2':4 
34'05 

14'43 

2.:4 '3 1 

----,.-_.-----

1969-70 1970-71 

3 4 

41'79 48, 12 

564'~7 605'54 

174'97 201'82 

258'62 306'70 

4'Ol 13'95 

33'06 39" 13-

1"72 21'49-

,26'17 a6.·45 



2 3 4 

MisceIlaneoul' 197'47 248'22 232'67 
lContribuitiona & Miscellaneous Adjustments 83S'S9 920'49 101S'01 
Extraordinary items u·61 S·82 6'S8 
Defence Services 929'05 965'63 1051' 46 

[Para 3 of Report of Comptroller and Auditor General of India 
(Civil) for the year 1970-71 Union Government]. 

1.20. The expenditure on General Administration increased from 
Rs. 27.98 crores in 1968-69 to Rs. 27.46 crores in 1969-70 and Rs. 29.67 
crores in 1970-71. The expenditure on Police incerased from 
Rs. 72.60 crores in 1968-69 to Rs. 86.16 crores in 1969-70 and Rs. 101.60 
.crores in 1970-71. 

1.21. Explaining the reasons for increase in the Administrative 
Expediture to Rs.201.82 crores in 1970-71, the Finance Secretary 
'Stated: "This is mainly due to the rise in police expenditure, in-
terim relief, purchase of arms and ammunition and more expendi-
tUre through large-scale movement due to disturbed conditions etc. 
-On police, it has gone up from Rs. 86 crores to Rs. 101 crores. There 
js some increase in general administration also, by about Rs. 2 
crores." Asked how Budget estimates and actuals for Police com-
pared during the year 1970-71, the witness stated that the budget 
estimates and actuals were Rs. 88.84 crores and Rs. 101.60 crores 
t'espectively. Explaining the reasons for inc erase in the expendi-
ture on police, the witness stated: "There was an expansion of the 
Central Reserve Police. During 1~9, the CRP had a strength 
of 23,705 which increased to 63,285 in 1970-71. The number of 
battalions rose from 35 to 52." 

1.22. Referring to the expenditure on collection of Taxes and 
Duties, the Committee asked whether the staff engaged on the work 
was adequate. The Finance Secretary stated: "I think our effi-
ciency of tax collection is very good. The tax collection charges 
constitute only 1.6 per cent and there is some truth in what you say. 
We try to see that they should get more staff." The representative 
of the Central Board of Excise and Customs stated: "In so far as 
Customs and Central Excise are concerned, we are very grateful to 
-you for obeerving this. It is not only that at the supervisory level 
strengthening is needed but in cases at the lower level, primary 
workers level, it is needed." The Chairman of the Central Board 
·of Direct Taus stated, III also agree with you on this point We do 
feel two major requirement.. One is the increase in the strength 
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ofstaft as you put, staff on survey and also on investigation. These 
cases take lot of time and, therefore, if we have more staft on 
investigative work. we might be able to produce better results. 
To cope with this, we also need trained man-power. These things 
Le. staff and their training should be simultaneously. We feel that 
we do need a sufficient amount of expansion in order to deliver the 
goods particularly in the matter of tax collection and dealing with 
tax evasion." Asked whether there was any machinery in the De-
partment to check that the increase in expenditure was commen-
surate with the work, the Secretary, Ministry of Finance, sated~ 
.......... we have some norms whereby we try to assess the output· 
but I must frankly say that till we standardise work, it will be diffi-
cult to give norma of performance. Asked wh~ther any method 
for standardisation had been evolved, the witness stated "We have 
been doing this gradually, we have to revise our methods also." 
Asked whether a study had been made of the number of allllessmenta 
made by each Income-Tax Officer, the Finance Secretary stated: 
"We have got a unit in the Ministry called S.I.U. which generally 
is asked to take these departments one by one. It can only conduct 
a few studies during the course of the year. I do not think S.I.U. 
has studied this but I would suggest that S.I.U. may be asked to 
study these organiastions also." 

1.23. Referring to the work already done by the S.I.U. the Fin-
ance Secretary stated: " .... it has submitted very useful reports 
regarding the staft J."equirements in many cases, it has suggested 
appointment of additional staff in some cases, and in many cases, 
it has indicated surplus staff also" 

1.24. The Committee referred to the recommendation made in 
paragraph 1.8 of their 90th Report (4th Lok Sabha) that Govern-
ment should examine the question of ftxing a periodicity for reviews 
to be conducted by the Staft Inspection Unit aM 'asked about the 
action taken in this regard. The Finanee Secretary sated: "It is 
very difticult to preseribe periodicity, because the staff inspection 
unit can take· up only 10 to 12 studies in a year. There are a large 
number of departments and organisations. Secondly, we 
.~eneral1y direct the studies to those department. and organi. 
sations which have shown a large increase in expenditure and have 
come up for increased staff. That helps 118 to check the further· 
expenditure growth in the department. But whenever any depart-
ment asks us to sanction staft, we generally tell them to get their 
proposals vetted by the staft inapection council." 
489 LS-2. 
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1.26. The Committee wanted to know to what ex~nt the recom-

mendations of the S.I.V. were implemented by tbe Department. 
cOllcerned. The Finance Secretary stated: "Af_ the report is 
ready, the dire<;tor of the Staff Inspection Unlt is s~pposed to dis-
cuss that report with the head of the department ~ organisation 
and generally, agreed conclusions are arrive« 6ft. iUld tu ,surplus 
staff is aurrendered. Sometimes, the staff are adjusted against 
further increases, alld quite often, they are aurl'endered." In reply 
to a quesioD, the witnesa stated: " ...... in the departments and 
orsanisations which have been taken up by the staff inspection unit, 
the 'Surplus which has ·been found out geDer~i. abou.t 14 to 15 
per cent and not more than that." 

1.26. At the instance of the Committee, the Ministry of Finance 
(Department of Expenditure) furnished a statement showing th~ 
details 01 Government Officials and posts studied by the Staff Ins-
nectton' Unit during' the years 1970,1971 & 1972. The fo)]ow-
ingpositien emerges: . 

_._---------
Year No.of No: of No. of No. of Economy achieved Action taken 

revi- postll POsn. poan (Rs. inl~lths) hy the <'Iffio:n 
ewe studied fOUnd denied , concerned by 
con- lurplu5 Direct P~vrn- , Total way of abolition 

ducted for re- dve' reduction or 
duction ediustment of 

surplus P08U, 

------
2 3 • S 6 7 8 9 

1970 50 13,553 2,576 1,2904 JI3'62 59'04 172'1'6 20479 96~;, 

1971 38 1l,791 1,669 1,2904 70'68 77'37 148'05 Il97 72~/~ 

1972 047 20,412 2,190 964 99'73 65' S4 165'27 587 l7";, 
-.------------~ 

1.27. The es:penditure OD Administrative SerYieea increued· from 
Ba. 153.iZ c~o .... in 1_·6. to Re. 281.82 c:rores in 1'7&-71 The Com., 
mlU- were infonnecl that the inerea.e was .. inlydne tD more ex-
penditure on police. The 8apeaditure en potice increa"ec1 from 
.. 72.80 cl"Dl'eS to RI. 191.10 crena and that on Geaaral Admtail'ltra· 
tioa frem as. 'Z7.98erores -to .. 29," CI'OftL DIe (»mrDttteehave 
urpd in the past that die expeadure ... Ge_l A1ImJnistration 
IIl.utd __ pt under constant wateh toexplere further IICf\nom ies. 
The CalDmittee . note that as a retlUlt 01 the studies of the Staff In-
speetlob UMt of the Ministry of Finanee. 25'71 posts were found' sur· 
phltl in 1970, 1889 in IBn alld 2190 posts in 11ft. In paragraph J.8 
of their 90th Report (1181-70), tile Committee had lurrested that the 



question of fixing periodicity for reviews to be conducted by the StaJl 
InspectioD Unit should be examined. The Committee were ill formed! 
during evidence that it was very difficult to fix the periodicity. The 
Committee desire that the StaJl Inspection Unit should be a.ble to 
increase the number and frequency of reviews as an", when required. 

Receipt and Disbursement outside the' Revenue Account 
Audit Paragraph 

1.28. The following Tables give a broad analysis of the receipts and 
rlisbursements outside the revenue account during the three years 
ending 31st March, 1971. 

(a) Re~ipu. 

Colllolidiated Fund-

(i) Perment'nt Drbt 

Debt faised in India· 

Debt faised outside Indi,. 

(ii) FloPting rep! (olhr lPfn Trerrury Bills) 
(Nt.t) 

(iii) Reraymrnt of 1081l$ and Advances by State 
, ("overtlmrnt~: rtc".· . .• • " " . 

(iT) Inler 'Sute S~lrltn:rnt 
, . 

Contingency Fund-

Reoccupments to Contingency Fund 

f'llblic AccouIf'-

Unfunded Debt (Net; 

Deposita and Advlnces(Net) 

Other items (Rrmittanccs)(Net) 

Total Receipts outside' the Revenue Account 

Add-Debt raised by issue of Treasury Bills (Net) 

GRAND TOTAl. 

------ ____ 0 

396. 15 

1969-70 1970-7 I 

(Crott. of rupen) 

6u'69 582:3' 

6~3·83 633'32 526 '63 

-2'52 2'73 t5' 53 

742·38 904·62 922'57 

q. ,8 0'05 .o'().1 

0'59 2"96 16'13 

n" JI 2,.'19 343'22 

291"98 339'44 219' 5 6 

-76'40 -132'44 -25'70 

2083'30 2614'26 2660'34 

234'93 -12' 56 284' 14 

2318"23 2601'7° 2884'48 

·Tb.e ~. agaimt the head include Rs" 7S crotes rcpreIQlting l"CQCipta on ~lIDt 
of conversion of ad-hoc treasury bills into dared securtics duririg each ~f the years 1968-
69 to IP70-7J. 
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1968-69 1969-70 1970-1 1 

---------... --.----- ---_._._---_ ...• ------_. '-"" <Ca:orf', ~.!_ ru~) . 

(b) PlymtnM. 

Clpltll OutllY Civil 

Capitll OUtll)' RlilwlYs 

Capitll OutllY Posts &: tele .... ph. 

Cepilll Outley Dt'ftnct' • 

TOTAL 

1 Of n~ rnd Advenct'fi by Ctntul Govcmll'cnt 

Rerl)'mmt of Dt'bt-
Debt l'IIised in Indip, 
Debt I'III~d outside InCi,. 
Inter Stlte Senlt'lTtnt. . 
Contlnaency Fund· 

Tollt Expenditure outside the Revenue Account 
TOlll receipts as in sub.parllflph <I) lbove. 

ExcelS of expenditure over receipts ren.ininB to the 
heidi outside the Revenue Account. • . 

Deduct-Reven\le Surplus. 

Surplus i } 
Net • 

Defich-

17S'S11 

I2J' 47 

26'72 

104' 14 

437'91 

1497'91 

246 ' 14 
176'~9 

0'34 
2'96 --_. 

23SI' 6S 
23 18 '23 ---
-33',42 

80'96 

, 47' S4 
. __ . __ .. 

38S'53 650'91 

94'29 1~5'P9 

33'38 6'96 

13S'24 147'83 

648'44 941'~9 

14~7'f3 1552'(-S 

396'26 2114'41 
179'16 194'46 

I' 13 0'01 ---_. ----
2682'62 2973-' U 
2601'10 3884'48 ----
-[10'92 -.~8'64 

12S'18 .' 163'01· 

144'26 ! 74' 37 
-.. _-----_ .. 

1.29. It will be seen that if net expansion of treasury bills durin I 
each year is added, the overall deficit was Rs. 187.39 crores and 
Rs, 209.77 crores during 1968-69 and 1970-71 respectively and there 
was a surplus of Rs. 56.82 crores during 1969-70. 

(c) The year 1970-71 closed with a deficit of Rs. 209.77 crores 

against the anticipated deficit of Rs. 226.94 crores (budget) and 
Rs. 154.57 crores (revised estimates), The table given below gives 
the analysis of this deficit:-

Treasury Bills (net) 

Depletion of cash bllince 

TOTAL 

(Pari 8 of the Report of C&AG (Civil) for 1970-71) 

Bud.et ActUila Vlriltion 

.... __ .~~r.0reB()!..!..u,,~e.!2 __ _ 

~26'oo Z84' 14 -SS' 14 

226'94 

.-- -_. __ ._-----_._------------_ .. '._ .. __ .. _--------
·Thi. figure i. 1('58 th'n the ditrerence \:IelWftn "RevC11ue FectirlS" rnd "E"pt'ndi-

ture met from Revmur" mtnflonrd in plnlTlrh I ",." by Juree" Ollt I.lch t-ein. the re-
coUrrrtnt of t'rtndit\'re rrrt t-y R,iJ\I\pys out of the Contln~(Y Fend (If Ir,dia durlnl 
1969-70 but Ieft'aininll unrt(lll'rrd till I~,l' rnd (If that ~·rpr. ' 
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DEBT. 

1.30. (a) The following table indicates the outstandinl under' 
"Public Debt" and "Unfunded Debt" at the end of 1955.56, 1969-70 
a·nd 197'J..71. 

.. _ .. _. -"- . -- ...... _ .. __ .... ---.. -.•. -....... _-----_ ... __ ._--
3ut 

March, 
1970 

311t 
Mlrch. 

1971 _ ... __ .. _-- .. _-----,-.. -. --_ .. _, ----.- .. ----------

Public Debt-

(i) Market Loan 

(ii) Floltinl Debt 

, 

{iii) Loans from Foreian sourclls 

Unfunded Debt-

(i) Small Savin, Co1lectiom 

(ii) Provident Fund. Income-tax Annuity Deposits 
etc. 

(iii) Deposit. by U.S. Government of Counterpart 
funds created under P.L. 480 

TOTAl .. 

"After adjustment on acrount of devaluation. 

(Crom of ruape) 

2921 3221 

6'53 

2021 

934 

679 

(b) The net balances at the credit of reserve funds, deposit ac-
count etc., in the deposit section of Government accounts ... hown 
below also constitute liabilities of Government as theBe have not 
been separately invested but are merged in the general cash balance 
of Government. 

Oeposit~ be.rina interest. lSI 96 223'97 

Deposit, not bearinl interest 422' 10 IH"10 1113 '21 

(c) Details of debt transactions durine 1970-71 are given below:-

Receipts Repay- Net 
J1IC!I'Itl increa .. 

(Cror, a of napeet) 

(i) Market l.o4nl ,12'39 2114' 41 .1291'91 

(;;) Floating Debt 9401'12 91OS' 4' _L 299' 61 

(iii) ulia I from Fomp Sou.rcet ,36·63 t94'046 -t 332 17 



(iv) Unfunded Debt-

Small, Saving Collection. 

"Provident Funds, etc. 

Compulsory Deposits 

Income-tlx Annuity Deposits 

IG 

Deposits by U.S. Government of counterpart 
funds created under P.L. 480, t'tc. 

TOTAL 

789'113 6oS,~~ 

286'3~ 124'09 

0' II 2' I' 
2'01 14'77 

166, 41 1~4'86 

11761'7910488'76 

,; 

1184'27 

+16';2 

-2"06 

-12'76 

+u· SS 

1273'03 - -

[Paragraph 9 of the Report of C&AG (Civil) for' 1970-71) 

1.31. The Committee desired to know the reasons for increase in 
dle receipts under 'Unfunded debts' (Net) during 197~71. The re-
presentative of the Ministry of Finance stated: "Unfunded debts' 
consist of small savings collections, provident funds and deposits of 
US counterpart funds. This is mainly the net intrease in' the small 
savings collections and the net ac,?retion in the provident funds. 
Fo,r instQnce, during the year under considerlltion, the small savings 
collections were to the tune of Rs. 184 ct'ores, This represents an 
increase of Rs. 184 crores," 

1.32. Asked about the position regarding PL 480 F'unds, the 
Secretary, Economic Affairs stated: "The present position is that the 
total amount of money of PL 480 rupees which is held by the US 
Government and which are deposited in our special securities 
amount. 'to Ri. 679 crores as on 3lstMarch 19'1l~' Asked about the 
procedure for disbuTsement 01 ,the fund, the Secretal'ly,Eeonomic 
Affairs itateci': "This is not being operated by 'us. It is being held 
in securities and 'a8 arid when it is requiTed for any agreed purpose 
by the US Government, We withdraw." He added:, "The agreed 
purposes-there are a number of them-one is the expenditure on 
the US Embassy itself. Then there are expenses on the rural elec-
trification programme." The witness further stated: "Then there 
are other uses., But,; at the, moment, there are some continuing 

·hemes for which PL 480 money is given. Money is still being 
provided and the money that used to be provided for various insti-
tutions is not being provided at the moment so that to have a rough 
budget of aboutRs. 60 crores a year or so. We do not know where 
the figure wil). stand now because the expenditure has considerably 
increased. As an instance the support costs of the technical per-
sonnel were also met out of this money. These have been very 
repidly decreasing." As regards the withdrawal by' the US Emba-
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ssy, the Secretary, E~onomic Affairs stated: "We know the broad 
::\IDOunts which they draw. We do not check individual details. 
I want to mention for your consideration that the money that. they 

> sPend on the embassies are also appropriated at the other end b:y 
the U.S. Government and entered into their budget.~' 

1.33. Para 9 of the Report of the Controller and Ruditor Qeileral 
of India for 197Q-71 showed the following details of transaction 
during 1970-71: 

Recetptl Payment. Net 
liu:itcase 

(crores of rupees) 

Government of counterpart funds 
1...480. 166· 41 IS .. ' 86 + II' SS 

In a written reply the Ministry of Finance stated: "These figures 
, have been checked with those which the Finance ~inlstry receivel 
from the RBI and it is found that' the C&AG's figures are 'Higher 
than the figures reported by the ron. This is due to a mix up of 
deposits of Rural Eledtriftcation Corporatioh with PL. 480 dep'osits 
in the Special Securities: Account in 'the hcourits 'of' 19'70-71: • 'l'he 
transactlons in 'the Sp~cial, Securities, Account of PL. 480 de~osit. 

, during 1970-"71 as reported oy the RBI aggregated Rs. 144.SS crorel 
on the reCeipts side and lts. 134.95 crores under withdrawals, giving 
a net fncrease of, Rs. 9.40 crores" 

: 

1.34, The Finance Ministry ·,have !furni.bedtJae foll.owingb1l88k-
up of withdrawals (diBW'semenCII) .forthefund at Reserve, ·Bulk 
of India: 

(Rs. crom) 
-.--~.:..-.;---- ' --

'':t 1916- 'i961- f968~ 1969- , Jf97O-
67 6, 69 70 11 

--=-~-~~ 

i' .2 ! ,J .. j 6 7 ,.8 
.. ,-.. ~-'-.~, ----r 

I, Loan toGOI 80'00 .3,0' 002,0' 00 ~71: 40 .60'50 50'00 

2. Grant to ('-01 .. . 60'17 0'l2 ,. 10'.50 3'00 2"07 

3· Grant to F Be ",I 
7·00 14:08 

... US-asCI ftpeDl!ltme: indlld-
ipg conversions, traat •. for 
research, other grants, aid to 

Nepal etc. 20 '04 31'27 37'92 ..8'93 .. 8' 13 S"'oe 
is·. Trllnsfer to US banksin.In4ia 

j'dl~; for lime depOSita In US accOUntt. 3 'SO 4'90 6'00 . 12' 50 . 
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- ----------

6. Di.bur.eaent of Cooley lOins 

Total withdrlwal. ftem 
~al SCIC'Jritia of the 

SDO, New Delhi. 

7. Other items (in eluding trlns-
IKtionl in the USDO Klth-
mandu, Nepal'. ICCOWll in the 

3 

16'77 

180'48 

RBI. 4'6S 

TOTAl. : 

18 

4 S 6 7 8 
-- .----.... -.. ----

12'63 10'74 6'47 6'35 "44 
-...-

400'92 304'66 249'80 12"73 129'SI 

- - - - -

---- ----_._-----_ .• _----_._----- ._--
1.35. The Committee pointed out that in regard to ad hoc trea-

.~ry Q~~sissued to the Reserve Bank of India and the State Gov-
ernments RI. 2429.43 crores were outslanding as on 31st March, 1971. 
The outstanding bills were held by the Reserve Ban~ of India 
(Rs. 2218.41 crores) and State Governments (Ra. 211.02 crores). 
Explaining the procedure, the representative of the Ministry of 
Finance stated: "This is the arrangement with the Reserve Bank 
of India and the R.B.I. is asked to maintain a certain minimum cash 
balance. It is being reviewed from time to time. At present it is 
about RI. 50.0 crOl"es. The amount of RI. SO.O crores is the Central 
cash balance At the end of the week, the position' is reviewed. 
Whenever the cash balance increases or decreases-the variations 
are there-for this purpose ad hoes ·are created. If the cash balance 
is lower, additional ad hoes are issued to bring up the level of 
RI. SO.O crores. Also, when there is a larger cash balance, the 
ad hoc. are retired and cash balance is brought down. This sort of 
adjustment i. continuously being done, not that at all times Rs. 50.0 
crores are maintained. Normally it does not go dOWD the point of 
Rs. SO.O crores." Explaining the position further, the witness stated: 
"The treausry bills get accumulated over a period of time. This 
will have to be there for a long time, because of the present tempo 
of development, the need to maintain a degree of deficit flnancing-
however judicious it may be-and in view of the back-logs, it may 

. not bepo8ltible to re-deem them. We are still converting these ad hoc 
bills into dated securities. We do it every year at the rate of about 
Rs. 75 crores to Rs. 100 crores. It is not an effeeti¥e measure; but 
it is one way to bring it on a more regular basis." 

1.36. Asked whether the minimum balance of Rs. 50 crores was 
not unrealistic, the representative of the Ministry of Finance stated: 
"May be it is very unrealistic. We can take it up with the Reserve 
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Banks; but we can always increase it, whenever there is need, with-
out difficulty. We can, howeve~, consider the questaion of raising 
this limit." The Committee desired to know the basis lor fixing the 
balance of Rs. 50 crores. In a written reply, the Ministry of Fin-
anCe stated: "Under Section 21 of the Reserve Bank of India Act, 
1934 (2) of 1934 the Reserve Bank is empowered to transact Cen-
tral Government's business in India and the later maintains its 
cash balance with the Bank free of interest. On the basis of letters 
exchanged between the Reserve Bank and the Central Government 
in 1937, Central Government agreed to maintain a minimum cash 
balance of Rs. 425 lakhs with the Bank subject to the proviso that 
the balance could fall temporarily to not less than Rs. 400 lakhs in 
the course of .a week and that so long as the balance was less than 
Rs. 450 lakhs surplus amounts would not be invested nor ways and 
means advances from the Bank repaid." 

"Early in 1953, the ma·tter was reviewed having rE'gard to the 
volume of tr.ansactions involved and it was decided to 
have a working balance of Rs. 50 crores with the Bank. 
This decision was mentioned in Paragraph 37 of the Fin-
ance Minister's Budget Speech on 27th February, 1953." 

"Every Friday and even earlier, if necessary, the position of 
Government's cash balance is review in the Jight of im-
mediate commitments and ad-hoc treasury bills in favour 
of the Reserve Bank are created or cancelled. as may be 
necessary to bring the cash balance to Ilbout the level 
of Rs. 50 crores. This arrangement has b~n working 
satisfactorily." 

1.37. The Committee understand that as. reault of a review 
held in 1953 it was decided by Goverument to maintain a cuh 
'balance of Be. 50 cror. with the Reserve Bank of India, havine re-
prd to the velume of transactions involved. In view of the fact 
that 28 years have elapsed since then, the Committee consider that 
it is time for Government to review the positiOD and examine the 
desirability of revisine the requirement of minimum cash balance 
on a realistic basis with due rep"" to the volume of transactions 
at presesat. TIle Committee would like to be informed of the reflult 
of the review. 

Loans and AAiv.nces elven to parties other than State Governmeats 

Audit Paragraph 

1.38. Audit pragraph showed 
(other than State Governments) 

details of loans and advances 
in which recovery of mincipal 
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(R •. 20237.08 lakhs) and interest (Rs. 2573.88 lakhs) remailled· in 
arrear atihe end of 1170-71. Besidesihe total number ,~fl~lli. by 
the Rehabilitation Finance Administration Unit wllich were out-
standing at the end of'1970(}·71 was 2749. The amount was Rs. 172.59 
lakhs as Principal and Rs. 107·37 lakhs as interest. 

{Paragraph 19 of the Report of the Comptooller and. Auditor 
G~neral of India for the year 1910-71 Union Government 

(CiVil) ]. 
1.39. Referring to the arrears of loans and advances given to the 

parties other than State Governments, the Committee desired to know 
the steps taken by the Finance Mihistry for recovery of the cuts_d-
ings. The Finance 5ecretary stated: "The General FinanCial 'Rules 
provide that recovery of loans and interest thereon has to he watched 
by the Accounts Officer and the Ministry concerned. We tty to keep 
watch over major defaults." The witness added: "Where crores of 
'rupees are involved We generally look into that and try to find out. 
But in many cases, you will find that the pubUc sec.tor undertakings 
are 100ing concerns and they have not been ~ble to m~ke profits dur-
1n~ the last few years lnd there 'we :try to see whether there is any 
possibility of recovering the dues." 

1.39: Referring to the outstandings loans and ir~terest amountinl 
to lb. 84.78 crores due from the Khadi and Village Industries Com-
tttttllion, the Committee asked whether the Commission had assets to 
repay the amount, The Finance Secretary .replied: "The Khadi and 
Village Industries Commission have not got any funds to pay back." 
Asked if further loans to the Commission had ~en stppped, the wit-
ness stated: "We have not stopped it. On the other hand, every year 
we are making provision for them." The witness added that "Loans 
.are give~ to .:k:badl and Village lDdu&trie .. C~ heca~e. ~tion 
'17 of. the·~ft1iiidi tndYfU"~.inijustria. ,ContnUasion' Act, ]~i6r.Plit)­
vldeS ,th~t th~. Cbttrltl tio'Vemm4nt may; ;efter due appropriaUqn .. l:n' 
Parliamentb~ ia'; in this behalf; pay to. ,the ·.co~9n, ~ eaell, An-
~cial. year such's\.ml:s as m.at be coniidereq,ileoeaMty.fw, E"B'f~m­

.ance of 'the futrcttt)~s 'of ~ eommission.·Loans,are ,riven ,to: the 
c~mm{~lon, .fbt 'tJitr 'Produet!~'Of lllladi'and. plo.no.n Qf' ,viUqe 
, iilCi~strtes for a ~erlod of five YMrS;" '.' '. . : ,. .'" ~ . '. ',; I ' 

1.40. TheCom'mittee desir~d :t~ ~ 'furn~ft4!ti)\tIt'll a'~meJtt 
showing the break up of the loans given to the Commflsskm,pui'pOie 
the~f tm4\repa~nts if any made,. .In a written r~wy, the Minis-
try of ·Finance have stated that as per the 'records o~ the'Yi'rttst"ty 
of Industrial Development loans amounting to Rs. lJ5,02,36,883 lakhs 
(.after adjusting refunds\write .off etc.) are outstanding against the 
Commission as on 31st March, 1971. ' " .". . 

1.41. The total number of loans by the Rehabilitation Finance Ad-
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minstration outstanding at the end of 197()"71 was 2749. The amount 
was Rs. 172.59 takhs as Principal and Rs. 107.37 lakhs as inte!'eSt. The 
representative of the Ministry of Finance stated during evidence that 
"The'RFA was dissolved on 31st December, .1960. SiIWe then 
the entire work is one of re~overy. What was just·lJ'low read. out was 
upto 31st March, 1971. The latest fi~re is that the number of ac-
eounts baa cOtne down to 2468 as against 2749 .. Another 30n 8<lcounts 
have b'een squllred up." The witness added "The total loons given 
by RFA befote dissolution in 1960 amounted to as. 11.2 crCl'es. So 
far we have recoVered out of that principal amount. RlI. 10.58 crores. 
In other words, there is a balance only ofRs. 64 lakhs so far as the 
principal is concerned. We write off the interest when we get BOrne 
data regardIng repayment of. principal. These were poor people, all 
refugees, many of thetn have found it difficult to·be re9Pttlcd. So 
uauallya humane view of things is taken and too mQchhustling )11 
not done. That is how we are carrying about 2400 accounts an:! on 
paper a liability of about Rs. 2 crores which should really be only 
Rs. 64 lakhs principa1." The Comniittee desired to be furnished with 
a statement showing the amounts recovered, written off and expen-
diture on establishment for the year 1969-70 to 1971-72. The Minis-
try of Finance have furnished the following position: 

(Rs. in lulu) 
------------~~-

Pinancial Yelll' Amount Amount Expendi ure 
l'eCOvered written on: OD atabliah-

men! 
_________ • __ .,_. ____ .... __ ~-.. -.--- ._ .. _~ ____ .0· 

1969-70 

J970-71 

1971-72 ----........ _--------- --'--'-'-~ _ ... --- . 

4'12 

l·42. The Committee are concerned to find that, apart from out-
.taDdinl loans from the State Governments, recovery Of principal 
mounting to Its. 202 crores and interest amounting toRs. 25.74 crores 
Was over-due from various autonomous bodies, public undertilkhl,s 
etc. 'the reason for non-recovery is that in many cilses th~ Public 
Sedor Undertakings are losingcoDcerns and have not mlllcJe profib 
during the last few years. The Committee are particularly diSsatis-
fied over ngn-payment of overdue loans and interest amounting to 
•. 85 crores bf ,theKhadi & Viaage Industries Commisl'lion.The 
.arrears represent accumulations from 1959-60. onwards. The Com-
mittee suggest that t~ Ministry of Finance should undf!rteke a. re-
view of the cases where arrears of Rs. 1 crore or more have been 
overdue for more tban five years and take necessary steps to elect 
~eo:yerlea. ' . . 
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Guarantees given by Central Government 

1.43. During 1970-71 Government of India issued guarantees in 
60 cases (including renewal of old guarantees) for Ra. 97 crores. 'fbe 
total amount guaranteed by ,Government outsanding at tbe end of 
1970-71 was Rs. 1249 crores (including certain cases where the swns 
are payable in foreign currencies). The guarantees were given for 
loans raised by 29 joint stock companies, 56 Government companies, 
7 statutory corporations, 6 Port trusts, 7 co-operative banks, 56 co-
operative so~ieties, 5 State Electricity Boards, 3 State financial cor-
porations, 48 consumers' cooperative societies, 1 autonomous body 
and 1 private individual. In addition, Government has also guarante~ 
a minimum dividend on the share i:apital of certain corporations as 
also payment of interest on debenture etc. floated by them. 

1.44. Payments by Government under the terms of the guaran-
tees:-

1. Branch Line Railway Companies:-

Government has guaranteed a net return of 3t per cent per annum 
on the paid up share capital of branch line railway compani~8. The 
guarantee was invoked during 1970-71 in the case of two companies 
and Rs. 1. 79 lakhs were paid by Government. 

II. Credit guara.ntee tor small-scale industries:-

Guarantees were invok~d in 36 cases during the 'year 1970-71 and 
Rs. 4.35 lakhs were paid during the year as Gov~rnment's share on 
account of default in repayment of loans/advances. 

[Para 21 of the Report of C. & A.G. for the year, 1970-71, 
Union Government (Civil).] 

1.45. The Co~mittee desired to know the types of guarantees 
given by Government. The Finance Secretary stated: "We give 
guarantees for credits from foreign Governments and suppliers, 
which contain specific provis,ion for Government guarantees or 
counter-guarantees when guarantees are given by banks to the 
foreign lending agencies or suppliers. Whenever we get foreign loans 
or foreign suppliers' credit, there is a stipulation in the agreement 
that Government should give a guarantee either directly or a coun-
ter-guarantee to the bank which provides the guarantee. In the 
second case, guarantees are given for financing the working capital 
requirement of public sector undertakings like the FCr and other 
industrial undertB'kings during the initial ~tages of construction, be-
cause if that is not done, then Government may have to provide 
them the working capital for this purpose. Now when they go into 
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construction, they are required to obtain cash/credit accommodation 
by hypothecation of their stock from the banks, and the banks usual-
ly give upto certain limits. If any working capital is necessary, over 
and above these limits that is provided by Government. Then there 
are bonds floated by the various statutory financial institutions like 
IFC. There is usually a provision in the Act that the Government 
can give guarantee to the bonds issued by them." 

1.46. Asked about the guarantees invoked regarding 36 per cent 
return on paid up capital of branch line railway companies, the 
Finance Secretary stated: "About 50 yars ago, private companies 
were encouraged to undertake these branch railway lines and in 
order to encourage them, a guarantee was given regarding the mini-
mum return on capital invested by them. If in any year the net 
receipts of a company fall short of the guaranteed minimum, the 
shortfall is made good by Government." Asked if it was in prepetui-
ty, the witness added: "In prepetuity. The only alternative for Gov-
ernment is to take over these branch lines." Asked about the policy 
of taking over these branch lines, the Finance Secretary stated: 
"There is provision that the payment of subsidy can be extinguished 
only by purchasing these railway lines. The question of purchasing 
them is alsO periodically examined by the Ministry of Railways on 
merits. But perhaps in this case the cost of ta'keover is more than 
the payment of 31 per cent." He added: "The Finance Ministry will 
not agree to a costlier arrangement... The Railway Ministry exa-
mines this periodically a!lll comes to a conclusion." 

1.47. Asked if the Railway Ministry were competent to give a 
guarantee without the concurrence of the Ministry of Finance. The 
Finance Secretary stated: "Railways have that privilege because 
they have Financial Commissioned who is also Secretary to Gov-
ernment. If his advise is not accepted, he has direct access to the 
Finance Minister. In the case of other Ministries, the Financial Ad-
visers are subordinate officers in the Expenditure Department. Even 
for grant of subsidy by railways, the papers do not come to us. 
Guarantees may have been given 50 years ago when there was not 
this distinction between the Expenditure Department and the Rail-
way Ministry. But now the Railways have a separate budget and a 
Financial Commissioner." 

1.48. The Committee drew attention to the recommendation made 
In Para 5.24 of their 55th Report (1968-69): 

"While the Committee appreciate the need for flexibility, they 
feel that, in view of the substantial amount of guarantees 
given by Government and the contingent liability that 
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this involves, it is but proper that Govemment'aguaran-
teeing Power is regulated by law as envisaged i. Article 
392 of the Constitutlon. In order, however, to enatte Gov-
ernment to act quickly when the sttuation so requires, the 
law to be made by Parliament may itself have an appro-
priate built-in flexibility. The Committee would li.keGov-
ernment to work out a solution on these lines and. initiate 
necessary action." 

1.49. In reply, the Ministry of Finance stated: 

"Article 292 ·of· the Constitution covers both Govefnlnent bor-
rowings and guarantees by Government. 

1.50. In llegard to the former, the Government's view that no, 
real advantage would be secured by prescribing statutory limit. on 
borrowings as such Mmits, if imposed, would not only not result in 
greater contro] but might, on the other hand, hamper flexibility now 
available, was conveyed to the Committee in this Ministry's :Memo-
randum No. F. 4(41)-W&Mf65, dated the 28th January. ,1967 with 
referenCe·4Io their recommendation in the 52nd Report (Third Lok 
Sabha). This view is equally applicable in the case ol the recom-
mendation in respect of statutory limits on guarantees. It .might, 
however, be added ,that the policy in regard to giving of gualantees 
is, by and ,large, restrJ.ctive. Instructions have also been recently 
issued that proposals for guarantees by Government must be justi-
fied by public interest, that they should be examined in the same 
ma.nner as proposals for loans and that adequate precautions sfteuld 
be taken to safeguard Government's interest while giving guarantees." 

1.51. The Finance Secretary stated during evidence: "This ques-
tion has been examined in the past in great detail whether it will be 
practicable to have such a law impOsing restrictions. These guaran-
tees are .given from time to time and they fluctuate so much that 
it will be impossible to lay down a limit. For instance, we had to 
give larieguarantees to the Food Corporation because they had 
to keep large stocks of foodgrainl- 9 million tonnes or so. Similarly 
we have to get into agreements with foreign govel'llJllents and .. up-
pliers for deferred payments ... Strict instructions have been issuE!d 
that a proposal for guarantee must be justified by public interest, 
that they should be very carefUlly examined and adequate preeau-
tions must be taken. Whatever guarantees are given, they ere men-
tioned both in the financial accounts and also in the Explanatory 
Memorandum given to Parliament. So, Parliament is kept fully 
informed." 
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-1.52~ The Committee asked if it was not poSlible to. have a law 

proViding for a flexible .limit for guuantee requiring retrospectiv:e 
regularisation of any amount exceeding the limit,. to. avoid possibtlity 
of improper use of discretion by the competent authority. The 
Finance Secretary stated: "When all these years this discretion QaI 
been properly used, why should we be afraid of such a possibility 
of misuser ,Because,there are very strict instructions as to the leve~ 
at which these guarantees should be given. For example, guarantees 
involving lesS: than Rs. 50 lakhs are given only at the FiJ:w)cial Ad-
viser~s level. If the amount is above th~t, the matter has to c.Ql1le to 
the Expenditur.e Secretary. ,In the case of guarantees to priva~e iDS-
titutions, the approval of the Minister has to be taken and for 
amounts exceeding Re. 10 lakhs the approval of the Cabinet has 
to·OO taken. WithalHhese safeguards, I do not llee why there should 
be any reason to think of 'any wrong use of discretion." 

1.53. A3 regards the limit the Finance Secretary stated: "In order 
to ma~ ,jt worthwhile, th~ ceUingwiIl have to be ~t " very high 
level. It will not serve any purpose if it is kept at a very low level. 
It will create di1Ilculties in ihe matter of giving guarantees. I do not 
think it will serve any purpose." With regard to the procedure for 
giving guarantees, the Finance Secretary Stated: "We have laid 
down unifOrm instl'uctions in May, 1969." 

1.54. The/Committee referred to a case of guarantee given to 
the Mahar.ashUa State Financial Corporation for a loan given to 
a private individual in April, 1960 referred to at page 81 of Union 
Government, Finance Accounts, 1970·:71: 

"The .individual purchased an evacuee property known as 
Ahmed MilIi at Ambarnath and mortgaged it to the Go-v~ 
ernment of India along with certain. other property situa-
ted at Ambarnath. The Maharashtra State Financial Cor-
poration Bombay agreed to advance to the individual a 
loan of Rs. 7 lakhs with interest at 6i per annum for run-
ning the Mills on the security of a second mortgage of the 
property. (The first mor4{ar-e is in favour of the Govern-
mel1t o~India for R~., 48,11 ,000). The entire loan of Rs. 7 

,lakhs ha~ been g1,laranteed -bv the Govertiment of Ihdia." 
." ,~ . I ; ~ j' r' ~ ~ ~ ~ • ',.' ", 

1.55. 'Tbe Coinrrlittee desired to know the present po$ftion of the 
rec.ov~ry 'of loangi'Ven to the; individual bv the Government of India 
and'lilso· the one guaranteed tofh'e' M~harashtra State Financial 
~orPoration. In 11 written· reply; the Ministry of Finance· stated the 
f6110Wing pOsition. '. , . , 

. r 
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1.56. "There is an evacuee property known as the Ambernath 

Mills Complex, Bombay consisting of Woolen Mills, Silk Mills, Oil 
and Leather Cloth Factory and Wood-Works. This concern was 
sold by negotiation to ..... (the individual) for Rs. 50,11,000/- in 
1960. The amount was, according to the condition of the sale, to be 
paid in 7 yearly instalments, after the initial instalment of Rs. 20 
lakhs in the form of compensation scrips ...... (the individual) also 
under-took an additional liability for Rs. 18 lakhs for the arrears 
of lease-mc aey due from the previous lessees of the Mills. After the 
initial pay' nent of Rs. 20 lakhs, the Mills were conveyed to him on 
21-4-1960 ...... (the individual) executed a Mortgage Deed in favour 
of the Go\ernment of India for the remaining liability of Rs. 
48,11,000/- ~o be paid by him. Out of this amount, .... (the individual) 
has so far paid an amount of Rs. 14.07 lakhs towards the principal 
and about Rs. 12.89 lakhs towards the interest. The balance due 
from him, Including interest, is about Rs. 52 lakhs. He was subse-
quently 111' owed by Government to pay the balance amount upto 
20-10-19711 in yearly instalments on certain terms and conditions." 

1.57. "S regards the loan guaranteed to the M-aharashtra Finan-
cial Corpopation the Ministry have stated: "Against the sanctioned 
amount c·f Rs. 7 lakhs, .... (the individual) got a loan of only Rs. 
5 lakhs. A fter repaying Rs .. 4.25 1akhs to the Corporation, (the in-
dividual) ,Iefaulted. The Maharashtra State Finance. Corporation 
filed a suit on 8-1-1969 in the Bombay High Court against the Union 
of India a: guaranters for the recovery of the balance amount of 
the loan .... (the individual) was called upon to clear the amount, 
but he pleaded his inability to do So on account of financial difficul-
ties consequent upon general recession, credits squeeze etc. The 
High COllI t passed a decree on 15-9-1970 awarding an amount of Rs. 
89,558/- uI to 15-9-1970 plus further interest at 6 per cent upto the 
date of payment. The total amount payable to the Maharashtra State 
Finance C )rporation as on 31-1-1972 worked out to Rs. 1,03,066/-
which the Government of India had to pay as guarantor ..... (the in-
dividual) loas already repaid to the Govt. the above sum in Sp.ptem-
ber, 1972." 

1.58. 11'1 paragraph 5.24 of their 55th Report (1168-61) the Com-
mittee have desired that in view of the substantial amount of guaran-
tees given by Government and the contingent liaWnty involved, it 
is but prC) per that Government', guaranteeing power is regulated 
by law as unm.,eC1 in Article 292 of the Constitution. In their reply. 
the GoveI'lIment stated that no real advantage would be secured by 
prescribilll statutory limits on guarantees. The Committee would 
like the n wernment to re-examine whether it was not possible to 



27 
have a law providing for a flexible limit for guarantees and for a 
retrospective regularisation of any amount exceeding the limit in 
appropriate cases. 

1.59. The Committee flnd that guarantees were invoked in the 
case of the branch line railway companies during 1970-71. The Com-
mittee would like the Ministry of Railways and the Ministry of 
Finance to examine whether it would not be desirable to take over 
such Railway companies rather than incurring liabilities for the 
payment of shortfall in the guaranteed return of 31 percent on the 
paid up share capital. 

1.60. The Committee note that a loan amounting to Rs. 52 lakhs, 
is stiII outstanding from the individual who purchased an evance 
property at Ambarnath Government have allowed him to pay this 
amount upto 20th October. 1976 in yearly instalments on certain 
terms and conditions. The Committee would like to be informed 
whether the instalment payments as agreed to are being paid by the 
iftdividual in time. The Committee are of the view that in any case 
the individual should not be allowed further extension in repaying 
the loan. 
A udit Paragraph 

1.61. Utilisation Cer,tijicates: -A certificate of utilisation of grant 
is required to be furnished by the sanctioning authority to the 
Accountant General for every grant, specifying that the grant has 
been utilised on the objects for which it was sanctioned, and that, 
where the grant was conditional, the conditions have been fulfilled. 
The exten1 to which delays have occurred in issue of utilisation 
certificates is indicated below: 

Ministry/Department 

(I) 

Period to 
which 
grant 
relates. 

Number of 
utilisation 
certificates 
out-standing 
at the end 
of Sept em-

ber 1971. 

3 

Amount 
(Lakhs of 
rupees) 

4 
-----------------------------------------------------------
Agriculture : _ 

(i) Department of Agriculture 1964-6S and 
1966-70 

(ii) Department of Food 19t'i4-6~ and 
1968-69 

(iii) Depart.lnl!nt or Community Development 1964-66 and 
1967-,0 

Cabinet Secrel.rial . 1967-70 
----------------

489 LS-3. 

61 24 

S S 

13 18B 

7 97 --_.-
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Defence . 

Education and Social Welfare :-

(i) Department of Education 

(Ii) Department ofSoclal Welfare 

External Affairs. . 

Foreign Trade 

Health ,nd Family Planning:-

(I) Department of Health 

(ii) Department of Family PlanniJJg . 

Home Affairs. 

Industrial Development:-

Department of Industrial Development 

Information and Broadcasting 

Labour and Rehabilitation :-

2 

1955-70 

1962-70 

J960-61, 
1962-64 and 
1966.-70 

196J-62 and 
1964-69 

19.54-55 and 
1956-70 

1961-62 
1963-64 and 
1968-70 

(i) Department of Labour and Employment . 1967-68 

(ii) Department of Rehabilitation 

Petroleum and Chemicals 

Shipping and Transport 

Works and Housing 

TOTAL 

1955-56 
1957-58 
1960-62 and 

1964-6, 

.1968-69 

1968-69 

1965-70 

3 

2 

1264 

61 

2a 

70 

494 

19 

17 

6 

3 

9 

39 

4 

t885 

14R 

99 

7:1 

254 

7 

26 

8 

5 

10 

5 

[Para 47 (b) (i) of the C. & A.G. Report, 1970-71] 
1.62. The Committee pointed out that a larger number of utilisa-

tion certificates were outstanding from the Ministry of Education 
and Health and Family Planning. The FinancE'! Secretary stated: 
"We have issued very clear instructions to the Ministries concerned 
regarding the procedure which has to be followed. The procedure 
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has been laid down in the General Finance Rules and instructions 
in respect of grants.in~aid. Apart from the genera.l instructions 
issued by the Finance Ministry, individual Ministries, like, Health 
and Education, concerned with various schemes of grants·in-aid, 
have also issued their own separate instructions, laying down the 
pattern, the conditions .of eligibility and other related matters for 
the benefit of their subordinate organisations. We have been writ-
ing to the departments to make their vigorous efforts to get the 
utilisation certificates. There is some progress, but it is not as 
satisfactory as it should have been. For instance, the pendency of 
utilisation certificates, if you take the year 1965-66, was 5113. The 
amount outstanding was Rs. 68.83 crores. In 1970-71 it came down 
to 3077, amount Rs. 35.45 crores. The pOSition as of date is 2588 
certificates, involving Rs. 27.37 crores. We have been writing to 
the Ministries concerned." The witness added: "The two Ministr-
ies which have got a large number of outstandings of the utilisation 
certificates are the Ministries of Education and Health .and Family 
Planning. As such two cells shoulq be created, one each in these 
Ministries, consisting of an officer of the Finance, an officer of the 
Administrative Ministry and an officer of the Audit and they should 
try to look into these and see whether this can be speeded up." 
Asked if the procedure of stopping further grants was followed in 
ease of non-receipt of certificates, the witness stated: "There are 
also clear instructions that unless utilisation certificat.es for a pre-
vious grant have been given, they should not give a fresh grant, 
except in very exceptional circumstances." Asked if this rule was 
being followed by the Ministry of Education, the Finance Secretary 
stated: "We shall find out whether this has been strictly followed." 

1.63. In .a written reply, the Ministry of Fjnance ::itated: "The 
Ministry of Finance have taken various measures during the last 
few years to tighten up the procedure for sanctioninglreleasing 
grants-in-aid as well as for obtaining Utilisation Certificates within 
rea·sonable periods. In pursuance of the recommendations of the 
Public Accounts Committee contained in their 68th Report (3rd 
Lok Sabha), the procedure regarding sanction of grants and issue 
of utilisation certificates to Audit was reviewed by the Finance 
Ministry in consultation with Comptroller Auditor General of India 
and necessary instructions were issued to .all Ministries vide Minis-
try of Finance O.M. No. F.14 (6) -E.n (A) 167, dated 16th February, 
1968. According to these instructions target dates should be fixed 
for submission of audited statements of accounts by the grantee 
institutions to the Sanctioning Authorities and for s.ubmission of 
Utilisation Certificates by the Sanctioning Authority to Audit, and 
for keeping a watch on th~ timely issue of utilisation certificates by 
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maintaining registers and reviewing them periodically at appro· 
priate levels." 

"In the case of Ministries of Health and Family Planning lind 
Education and Social Welfare, special studies were conducted by the 
financial Advisers in the Department of Expenditurp., associated 
with the above Ministries to sort out the cases which represented a 
"hard core" and would not respond to any further action. Attempts 
were made to isolate these cases .and examine, in consultation with 
C. & A.G., where necessary, what special steps should be taken to 
remove them from the outstanding list. Simultaneously efforts 
were also made to wa.tch the progress of the other outstanding 
utilisation certificates. These Ministries who have old cases were 
also advised in cases where documents such as the Audited state-
ments of account etc. are not forthcoming, to take a reasonable 
view after examining the circumsta.nces of the cases where there 
is a reason to think that the grant has been utilised for the purpos-
es for which it was given and issue the utilisation certUicates to 
Audit on that basis. The practical difficulties experienced by these 
Ministries in settling the old cases are given below:-

Ministry of Education 

(i) Delay in receipt of audited statements of accounts from 
the guarantees in spite of repeated reminders; 

(U) Delay in settling the points arising out the scrutiny of 
audited statements of accounts entailing protracted corres-
pondence with the guarantees; 

(iii) Delay in release of final instalments of grants pending 
completion of projects resulting in the earlier instalments 

of grants remaining uncertified; 

. (iv) Delay in the completion of audit of grantee institutions 
by appointed Auditors. 

(v) Delay caused by the time taken in some cases in the 
settlement of audit objections against the institutions 
aftet which only a clear utilisation certificate could be 
given. 

Ministry of Health and Family Planning 

(i) In the absence of audited statements of accounts and pro-
gress reports of the work done from the Local Bodies and 
Voluntary Organisations in the absence of satisfactory 
response to the correspondence, the intervention of State 



31 
Governments was requested and in some cases they are 
requested to adjust the Grants given by them but the 
medium of the State Governments has not always 
been very effective in this matter; and 

(ii) Progress of old cases is slow as there is difficulty in gett-
ing old records. 

Due care is also taken by the Associated Finance Divisions to 
examine various aspects like finanical position of the grantee, 
the objects for which the grant is requested, the past performance 
of the grantee etc. 

As a result of this drive undertaken by the Ministry of Finance 
the position of pendency of Utilisation Certificates has been coming 
down as will be seen from the following figures:-

Utilisation Certificates pending Name of the Ministry 

Health & Family 
Education Planning 

No. Am!. No. Amt. 
in llikhs in laltha. 

At the end of September, 1968. 2820 3960 1848 996 

At the end of September. 1969 2390 340 5 1783 8:u 

At the end of September, t970 1124 II 77 JS4S 693 

At the end of September, 1971 1264 1885 1476 886 
"_.- - .. -.--.... - -- -~. 

1.64. For the grants paid by the various Ministries, utilisation 
certificates were outstanding as on 30th September, 1971 in 3077 
cases involving a total amount of Ks. 35.45 crores. Some of the cases 
date back to the period as early as 1954-55 The Committee are par-
ticularly concerned about a large number of utilisation certificates 
outstanding in respect of &Tants paid by the Ministries of Health 
and Family Planning and Education and Social Welfare. At the 
end of September, 1971 utilisation certificates were out-
standing in 1325 cases involving an amount of Rs. %0.33 
erores in the case of Ministry of Education and Social Welfare 
and 1476 cases involving amount of Rs. 8.86 crores in the cale of 
Ministry of Health and Family Planning. Though the number of 
outstanding utilisation certificates has come down as compared with 
the position at the end of September, 1968, the Committee feel that 
further efforts are necessary to clear the back 101 of ntiliaation certi· 
ftcates. The Committee understand that a cell is proposed to be 
created in the Ministries of Education and Social Welfare and Health 
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& Family Planning to speed up the process of issuing certificates. On 
this committee, there should be a representative of the Ministry of 
Finance. The Committee would like to be informed of the progress 
made in this regard. 

Delay in compilation of Proforma Accounts 

1.65. On 31st March, 1971, there were 34 Government Undertak-
ings of Commercial and quasi-Commercial nature as against 33 
Undertakings on 31st March, 1970; the addition being that of Tarapur 
Atomic Power Station, which was declared commercial in Septem-
ber, 1970 with effect from 1st November, 1969. 

1.66. The financial results are ascertained annually by preparing 
statement of accounts on a proforma basis outside the general 
accounts of Government. The proforma accounts for the year end-
ing 31st MMch, 1971 of 27 Undertakings were not received till 
January, 1972. 

[Para 49 of the Report of C. & A.G. (Civil) of 1970G-71]. 

1.67. Explaining the position of the proforma accounts in respect 
of the India Security Press and the Currency Note Press, the re-
presentative of the Department of Economic Affairs stated "the 
C. & A.G. has laid down a certain time-table for the submission of 
the returns. The time table goes like this-oompletion of reconcilia-
tion figures has to be sQbmitted by AGs by the 15th June, the closing 
of March final accounts-30th June, supplementary accounts 30th 
July and March final accounts by 5th July, March Supplementary 
Accounts by 7th August and so on. The date for the closing of 
the annual accounts is the 1st October. In the case of debit and 
credit notes towards adjustment for stores indented through DGSD, 
these accounts generally are not received before October-November. 
Clearance certificates from A.Gs are usually not received before 
October-November. In the first case reconciliations of figures is 
very difficult by 15th June. Clearance certificates come by Octo-
ber or November. In the case of these two organisations, they 
are usually finalised by December." The Finance Secretary stated, 
"If so you fix a realistic schedule it would be possible to adhere to 
them. At the moment whatever has been l.aid down is unworkable." 

1.68. The Committee desired to know the reasons for non-sub-
mission of proforma Accounts of Ice-cum-Freezing Plant, Ernakula.m 
since its inception (20-11-19i7). In a note, the Department of 
Agriculture stated, "The Ice-cum-Freezing Plant is one of the units 
of the l.N.P. (now I.F.P.). The project came into existence as a 
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result of an Agreement with the Government of Norway. The 
administrative control of the Project which was with the Govern-
ment of KeraJa was taken over by the Government of India in 1963. 
The last Agreement with the Government of Norway under which 
the project was in operation was reached in 1967 and has expired 
on 31-3-1972. The Project is, however, being continued under the 
revised designation of "Integrated Fisheries Project". Originally 
the idea was that the plant would operate on a. commercial basis. 
The Ministry of Finance (Budget Division) and the Comptroller 
and Auditor General of India agreed that proforma account should 
be maintained and that a formaJ o.rder recognising the project as 
a Departmental Commercial Undertaking shoul4 be issued. The 
Ministry of Finance (Budget Division) subsequently suggested in 
May, 1967 that since all the schemes of Government trading had not 
formally been declared as commercia·l undertakings, it would be 
advisable to wait before declaring the Project as a commercial under-
taking. This arrangement was also agreed to by the Comptroller 
and Auditor General of India on the undetstanding that indirect 
charges like "Administrative Expenses" would be taken mto account 
in preparaing the proforma accounts. 

1.69. While deciding' the set up of the freezing plant, the Mini-
stry of Finance suggested that the plant should be worked to the 
full capacity and that for the purpose there should be no hesita.tion 
in making purchase of prawns from the open market. This sugges-
tion was accepted by the Standing Committee and Orders were 
issued accordingly. It was, however, decided on reconiideration in 
January, 1969 that entering the Open market for spot purchaaes 
would not be in accordance with the objectives of the agreement 
with the Government of Norway. Under the Agreement, the 
freezing plant was to be utilised for training and demonstration and 
commercial activities were excluded. This view namely that spot 
purchases were not necessary was agreed to by the Ministry of 
Finance. In the light of the instructions issued in January, 1969, 
to the effect that the Project may not purchase prawns from the 
Open market and that the Plant was to be used for training and 
demonstration, the matter as to whether commercial accounts were 
still required to be maintained was gone into, in consultation with the 
Ministry of Finance and Comptroller and Auditor General of India, 
The Comptroller and Auditor General of India, the Accountant 
General, Kerala, as well as the Ministry of Finance were doubtful as 
to whether any commercial account or proforma account needs to be 
maintained. The situation was then reviewed by this Ministry in 



consultation with the Ministry of Finance and Comptroller and 
Auditor .General and a decision was taken in August, 1971 
that the plant need not be declared as commercial, but that pro-
forma accounts should be maintained for the purpose of broad finan-
cial assesllment of the working of the scheme in consultation with 
the Accountant General, Kerala. This decision was conveyed to the 
Director LN.P. in August, 1971. The Director prepared a set of forms 
and sent the same to Accountant General for approval in November, 
1971. The approval of the Accountant General to the proposed pro-
forma together with the A.G.'s instructions regarding the prepara-
tion of the Proforma accounts were received in November, 1972". 

1.70. The Committee desired to kQOW the reasons for non-com-
pletion of Proforma accounts by the Electricity Department, Lac-
cadive, Minicoy and Aminidive Islan"Cts since its inception (April 
1961). In a note the Ministry of Finance stated: 

"The Electricity Department of the Union Territory of Laccadive, 
Minicoy and Aminidive Islands was declared as a Commercial De-
partment with effect from 1st April, 1961. The accounts of the 
department were, however, being maintained on the PWD System 
of accounts. The Central Water and Power Commission inform-
ed the local administration on 5th September, 1962 that the ac-
counts should be prepared on Commercial lines in the form used 
by the State Electricity Boards. The preparation of ~he Proforma 
Accounts was taken up and completed by the PWD for the period 
ending 1963 and submitted to the Accountant General, Kerala in 
1965. The Proforma Accounts were returned by the Accountant 
General with his comments. The Audit Office desired that accounts 
for the years 1960-61, 1961-62 and 1962-63 should be prepared 
separately for e,ach year. In the light of the comments given by 
audit on the accounts for 1962-63, the local administration modified 
and recast the forms and prepared separate accounts for 1960-61, 
1961-62 and 1962-63 and 1963-64 and submitted them to the concerned 
Accountants General in March, 1970. Accountant General, however, 
desired to have the accounts prepared in the approved forms. 

(2) As regards the finalisation of the accounts froms, it may 
be stated tha.t these forms were drawn Up' and circulated to all the 
Union Territories for comments and suggestions. After the forms 
were recast or modified in the light of comments given by Audit 
they were circulated to various Accountants General for suggestions. 
The matter remained under correspondence with the Central Wa.ter 
and Power Commission, the rnrector of Commercial Audit, the 
Ministry of Finance and the Comptroller and Auditor General. The 
forms were finalised by the middle of 1972 and circulated to the 
Union Territories for adoption. 
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(3) Due to the time and labour involved in collecting the details 

from the Divisional office of PWD with whose accounts the accounts 
of electricity were merged (or the period from 1962-63 to 1968-69) in 
addition to the routine work as also inspection of the section have 
fair idea regarding the system followed hitherto, the preparation of 
the proforma accounts has been delayed. The collectiun of data is 
almost completed and it is expected that these accounts could be 
furnished in a month or so." 

1.71. The Committee are not satisfied with the delay in comple-
tion of proforma accounts by Government Undertakin,s of Commer-
dal and quasi-Commercial nature. Out of 34 such undertakin,l, 
proforma accounts for the year 1970-71 had not been finalised by 27 
undertakings till January, 1972. The Committee were explained 
difficulties in the timely closing of accounts in respect of the two 
undertakings till January, 1972. The Committee were explained 
that the other Ministries concerned should also look into the reasons 
for delay in the compilation of the proforma accounts of the under-
takings under their control. In caSe the present time schedule fixed 
for closing of the accounts is considered unrealistic, necessary steps 
should be taken in consultation with the Comptroller and Auditor 
General'to revise the schedule. Once a realistic time schedule is 
fixed, no excuse should be accepted for not adherinl to it except in 
very exceptional circumstances. 

1.72. The Committee are particularly unhappy that the proforma 
accounts in respect of the Electricity Department, Laccadiv Mini-
coy, Aminidivi Islands and the Ice-cum Freezing Plant, Ernakulam 
have not been compiled since their inception in 1961 and 1957 res-
pectively. It is unfortunate that they have taken a 1011& time to fina-
lise the form of accounts. Now that the forms have been finalised, 
the Committee desire that the proforma accounts should he compiled 
and furnished to Audit without further delay . 

.. Loss on sale of forged National Defence Certificates 

1.73. The statement of losses appended to paragraph 37 of the 
Report of C&AG (Civil) for 1970-71 disclosed 3 cases of loss of an 
amount of Rs. 5,94,412 by the Ministry of Finance. 

[Paragraph 37 of Report of CIftAG (Civil) for 1970-71 and 
Appendix-IX thereto) 
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1.74. The Conunittee desired to know the reasons for loss worth 

Rs. 5.94 lakhs. In a written reply, the Ministry of Finance stated: 
"Three sanctions were issued by the Ministry of Finance, Depart.-
ment of Economic Affairs as per details given below for the issue 
of ante-dated 12-years National Plan SavingslNational Defence 
Certificates to different parties totalling in all Rs. 5,98,000. These 
amounts represent the deposits received from the different parties 
for which proper certificates had not been issued to them. 

(i) No. F. 28(6)-NS 69 

(ii) No. F. 28(5)-NS 70 

(iii) No. F. 28(7)-NS 70 . 

17-1I-1970 Rs. 3,68,500 

3-3-1971 Rs. 2,25,000 

3-3-1971 Rs. 4,SQO 

The parties involved in the issue of ante dated 12 years National 
Plan SavingslNational Defence Cerificates are as follows:-

Name 

1. I. The J. K. Manufacturers Ltd. Employees Pro-
vident Fl1nd, Kanpur .. 

2. Juggilal Kamlapat Cotton Spinning and Weaving 
Mills Company Ltd. Employees Provident Fund. 
Kanpur. 

3. Juggilal Kampalpat Jute Mills Company Ltd., Em-
ployees Provident Fund, Kanpur. . . . 

4. The J. K. Manufacturers Ltd., Employees Provident 
Fund, Kllnpur.. . . • • • . 

s. Juggilal Kamplapat Iron and Steel Company Ltd. 
Employee Provident Fund, Kanpur. . . • 

6. Juggilal Kamlapat Cotton Spinning and Weaving 
Mills Co., Ltd., Employees Provident Fund. Kanpur 

7. Juggilal Kamlapat Jute Mills Company Limited 
Employees Provident Fud, Kanpur . . . 

8. The J, K. Manufacturers Limited Employees Pro-
vident Fund, Kanpur. 

Amount Date of the 
Ra. Certificates 

6,000 23-3-1967 

30,000 23-3-1969 

19,500 31 - 1- 1967 

50,000 31- 1-1967 

36000 18-2-1967 

20,000 18-2~1967 

20,000 31-1-1967 

1,12,000 18-2-1967 

25,000 16-3-1963 

25,000 31-1 •. , 63 
2S,ooo 5-6-1953 

• ____ . __ ._ •••. ..... __ ••• ____ ._. _______ r· ______ •• __ 
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II. 9. Hindustan Commercial aank Ltd., Employees 
vident Fund, Kanpur. 

Pro-

III. 10. Juggilal Kamlapat Iron and Steel Company Ltd., 
Bmployees Provident Fund, Kamla Tower, Kanpur. 

35,000 
40,000 

1,00,000 
50,000 

5,98,000 

11-10-1962, 
27-JI-J962, 

31- 1- 1963 
2,3-I2.- 1963 

---- ---_._----- - .. __ .. _----------- --_ .... _----. -.. - -. - -------------- --_. 
The amoWlts mentioned above were authorised to be written off 
as loss under the Major Head 71-Miscell8J).eOllS-Miscellaneous and 
Unforseen Charges-Other Items". In aIr these cases applications 
from the different parties for getting the National Defence Certifi-
cates had been obtained by Shri ............ a District Organiser 
in the National Savings Organisation, U.P. and he also reecived the 
amounts needed for getting these certificates. In some cases Shri 
. . . . . . . . . . .. had actually obtained certificates from Post Office and 
also made them over to the parties. Later it was found that the 
certificates issued to the parties were forged ones and that the 
original certificates issued by the Post Office had been fraudulentJy 
issued to some other parties by suitably altering the entries made 
therein. Since the amounts for investments had b~en properly 
handed over to Shri ........ , District Organiser, it was held that, 
so far as the parties were concerned, the responsibility for the issue 
of certificates remained with the Government of India. When 
these parties instituted Civil Suits for recovering the amounts from 
the Government of India, it was decided in consultation with the 
Ministry of Law to compromise all these suits by agreeing to issue 
to the parties concerned a.nte-dated certificates. The Government 
of India thus assumed responsibility for the issue of fresh ante-
dated certificates to the parties detailed above. The procedure for 
handling of investors money by the field staff of the National 
Savings Organisation has already been tightened up with a view 
to ensure that frauds of the type revealed by the case under con-
sideration do not recur in future. 

Shri ........ ,. District Organizer, involved in all these transac-
tions is now under suspension and the frauds committed by him 
have been reported to Special Police Establishment and the case 
is being processed by the S.P.E." 

1.75. The Committee note with concern that a Disrtlct Orranlser 
In the National Savlnp Orlanisation in Uttar Pradesh committed a 
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froud in issuing National Plan Savings/National Defence Certificates 
involvin, an amount of Rs. 5.98 lakhs. The Organiser received the 
amount from difterent parties out did not issue the proper certificates. 
In some cases he acuatlly obtained certificates from Post Office but 
issued froged ones to the parties concerned and the original certi-
ficates to some other parties by suitably altering the entries. On the 
parties instituting civil suits for recovery of the amount from Govern. 
ment, it was decided to issue ante.dated certificates to them. The 
frauds committed by the organiser are stated to be under investiga· 
tion by the Special Police Establishment. The Committee find that 
the organiser has been distributing fradulent certificates over a long 
period from 1962 to 1967. The Committee feel that a thorough investi-
gation should be made, if not already done, of all the certificates 
sold through the said organiser. The Committee would like to be 
informed about the progress of investigation within six months. 

1.76. The Committee have been informed that the pr~edU're of 
handling of money by the Held stall of the National Savin.gs Organi-
sation has been tightened up. The Committee hope that such cases 
will not recur. 

Audit Paragraph 

U.S.A.1.D.loans-

1.77. Bet\reen 1967-68 and 1969·70 a total amount of U.S. $7.365 
millions (Rs. 5.524 crores) was refunded out of loans drawn from 
U.S. AID owing to objections raised by the A.LD. authorities. The 
refunds are broadly classified as under:-

Category No of 
re-

funds 
made 

during 
the 

three 
years 

Amount refunded in U.S.A 

Private Govern- Govern-
parties ment ment 

companiel departments 
and auto-

nomous 
body 

Total 
amount 

refunded 
U.S.S 

(1) Refunds due to non-uti-
lisation oflmported goods) u 661,141'08 5j4,S02' 53 97,021' 12 1,313,664' 73 

(2) Refunds due to diversion 
of imported goods for 
ineligible purposes. 



(3) Refunds u a result of 
foreign exchange hoving 
heen spent on ineligible 

3 

39 

4 ·5 6 

Items.. 58 403,018'75 757,133'72 294,473'95 1.454,626'42 

(4) Refunds due to excessl 
duplicate reimbrusementa 
ohtained from U,S.A. I. 
D. 2I 786,916'94 J,015'80 

(5) Refunds due to settle-
ment of claims for short 
landing, damages, etc., 

TOTAL 

93 69~,,327'83 30,817'96 14,9J3' 13 740,158 '92 

1892,770,814'084,188,717'01 405,508'20 7,36S,039'29 

or Rs. 5,52,37,794.65 
----.--- .... -.--- -.--. --'-"'---' ...... ---.-.----... _-_.-

1:78. A few typical cases of refunds are given below: 

(i) Refunds due to non-utilisation of imported goods.-The 
refunds include $282,000, 5116,947 and $60,250 representing cost of 4 
wagon tipplers imported by Trombay Fertilizer Project, Delhi 'e' 
Thermal Power Station and Barauni Thermal Power Project res-
pectively. The tipplers imported in these cases could handle only 
four wheeler bogies and could not be put to Use in view of the policy 
of the Railways to change over to eight wheeler wagons for ('arrying 
coal or because, for other reasons, the tipplers were not put to use 
within a reasonable time. 

A refund of $89,978.30 had to be made as steel imported by the 
Railways in 1964 was not put to use within a reasonable period and 
also because part of it was not cleared from the Bombay port even 
after th.ree years of its arrival in India owing to dispute:; with the 
Port Trust authorities, etc, about survey of that part of the con-
signment which had been received in loose condition. It was stated 
(November 1970) that "the Railways have since confirmed that the 
steel imported by them has been used for rolling stock manufacture 
and repairs except for a small quantity that was short delivered". 

Another refund of $91-164.53 was made as the equipment im-
ported for the Barapani Hydro Electric Project could not be utilised 
owing to its late receipt in India (ie. May, 1964) as orders therefor 
had not been placed sufficiently in advance or the equipment had 
been diverted to other projects. It was stated by the Ministry in 
November 1970 that "the need for the equipment in question was 
felt at the time orders were pla.ced, and they were cleared by 
U.S.A.I.D. also. However, they could not be used as originally intend-
ed because of subsequent developments. The authorities concerned 



have since been addressed to intimate to us the manner in which 
the items in question have subsequently been utilised and their 
reply is awaited. 

It may be mentioned in this connection that before allocating 
foreign exchange every effort is made to ensure that the import 
for which foreign exchange was allocated is essential. Project 
authorities are also t.o obtain the clearance of their associated 
Finance before allocation of foreign exchange is considered. How-
ever, either due to wrong estimation of demand or unforeseen 
technological changes it may sometimes happen that an imported 
item is not utilised." 

(ii) Refunds due to diversion oj imported goods fM ineligible 
purposes.-Lubricants worth $121,555.63 imported by two private 
parties were sold to Ordnance factories in accordance with the 
condition laid down in the import licences. The transaction was, 
however, in contravention of the terms of A.I.D. loan agreements 
according to which loan is not admissible for imports for meeting 
specific Defence requirements. In two other cases, refunds of 
$2,3&1,366 and $463,911 had to be made as copper imported by 
MMTC was diverted to Ordnance factories (the loans were fOf 
economic development and not for any other purpose). The Cor-
poration at the time of sale to Ordnance factories had in stock suffi-
cient quantity of copper which had been imported out of free 
foreign exchange resources and as such could have, if suitably 
instructed by Government, met the Defence requirements from that 
stock. It was stated by the Ministry in November 1970 that "as 
the funds under the A.LD. programme are received in order to 
meet the foreign exchange requirements of economic development, 
we have always taken care to see that no allocations are made from 
A.LD. funds for defence purposes .... We, therefore, issued instruc-
tions in May 1967 to the Ministry of Industry, when the first such 
refund claim came to our attention,. to ensure that such cases of 
diversion to defence needs are not repeated a'nd making it clear 
that A.LD. allocations can meet only civilian requirements. We 
have since reiterated the position by issuing instructions to all con-
cerned to ensure that AI.D. funds are utillsed; only for civilian 
uses". It was further stated that "the refund in effect means that 
the requirement was financed through free foreign exchange which 
should have been the case originally but for the technical mistake 
in utilising A.LD. funds. 

(iii) Refunds as a result of foreign exchange having been spent 
on ineligible ite'lnS.-These refunds represent reimbursement ob-
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tained out of loan funds on account of ineligible items such as (a) 
imports made prior to the eligibility date, (b) freight charges on 
non.U.S. flag vessels and airlines, (c) insurance coverage from 
sources other than U.S., (d) interest charges paid to foreign sup-
pliers on deferred. payments, (e) import of goods not included in 
the items eligible for A.I.D. financing (f) Indian agents' commission 
paid by the foreign suppliers in foreign currency etc. 

[Paragraph 70 of the Report of C&AG (Civil) for 1969-70] 

1.79. Explaining the overall position of refunds, the Finance 
Secretary stated during evidence: "We have gathered figures which 
may be of interest to you. The total amount for whicl1 we have 
had to make a refund in terms of millions of dollars-I give that 
because that is the currency in which we make it-is 9.233 million. 
This stretches over a period from 1958-59 to 69-70. I am saying 
1969, but there was no amount in that year. Out of the total amount 
of loans that was drawn during that period, 2376 million, refund 
was 9.233 million, a percentage of .388 which is small considering 
the volume of work involved and the volume of imports, many of 
them of small items. Also in terms of year-wise percentage, the 
amount of refund has gone down sharply. In 1959 it was 1.9 per 
cent of the total loans taken in that year. From that time. they 
have reduced regularly. In 1964, it was .36 per cent, then .06, then 
.04. In 1968-69, it was .02. In terms of total volume these percent-
ages are very small a'nd I would venture to say they do not really 
give us a bad name." 

Wagon Tipplers 

1.80. The Committee desired to know when t.he decision of Rail-
ways to change over to eight wheeler wagons for carrying coal was 
taken. The Secretary, Economic Affairs stated: "The decision of 
the Railways as I believe was taken in 1958. When actually it was 
communicated, I am not very sure.". Referring to the tipplers 
orders for Trombay Fertililrer Project, the witness stated: "The 
question of the Railway Policy that coal beyond a certain amount 
could only be provided in secure wagons is not entirely relevant 
because the change in the policy of getting the rock phosphate by 
road did not really apply because at a certain stage they found that 
the Railways would charge the minimum amount which was the rate 
for 40 km. The distance was only 7 kms. We had calculated that 
they could do by train. lAter when they went to rock phosphate 
from Rajasthan and elsewhere. the policy of the Railways did not 
act as a block bJ!cause they were then in a position to use the tip-
plers. Here the Railway poiicy of 1958 was not a bar. But it was 
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a bar in the other cases of the wagon tipplers for the Thermal 
Power Stations where they did learn that in 1961 Railways intended 
to change over to the box type wagon and they did attempt to l:ftter. 
The wagons did not come but orders had been placed and they were 
told, if you cancel the order you will have to pay the full amount, 
for they brought the tipplers in the hope that they could persuade 
the Railways. This was carefully considered by them. We had 
learnt of the policy. The Delhi Electric Committee considered that 
tipplers could be used partially. In one case the tippler is now 
being used and the Railway policy as mentioned did not apply." 

1.81. Explaining the position further in respect of the tippler 
purchased by the Trombay Fertilizers, the witness stated: "The 
question that the Railways would charge a minimum charge for 
40 kilometres, perhaps they should have known that. Now if they 
brought it by road, it would cost Rs. 7.56 per tonne, whereas by 
rail, it would cost Rs. 10.58 per tonne. They therefore, decided to 
use the road transport. But later when they got the rock phosphate 
from Rajasthan, the tippler came into commission and I believe. 
they are being used since June, 1971 fully." The Committee ask-
00 whether the question of transportation by road being economical 
was examined before ordering for tipplers. The representative of the 
Ministry of Petroleum and Chemicals stated: " .... from 1959 on-
wards for a period of about two years the question of creating ade-
quate facilities for the unloading of the rock phosphate and sulphur 
which were to be imported in large quantities was under considera-
tion and the matter was discussed a number of times by FCI with 
the Ministry of Railways. It was expected at that time that the 
Trombay plant would require about 1.5 lakh tonnes of rock phos-
phate and sulphur a·nd the daily arrival would be 1,000 tonnes. 
To avoid payment of demurrage, it was considered necessary to 
have mechanical unloading facilities and for that purpose, they 
wanted a tippler. The design for this was settled in consultation 
with the Railway and the Railways had also assured that the four-
wheeler wagons required would be made available .. This was in 
1961. I do not know the exact date. The oroer was placed in 1961, 
towards the end, and the procurement was in 1963. It was installed 
in 1965. Before these facilities were asked, detailed techno-econo-
mic studies were made and they brought out the fact that the best 
and most conomical way would be to move them by rail. It was 
On this basis that the mechanical unloading facility waR created. In 
1965, the first shipment of rock phosphate was received. It was then 
found that it would be more economical to move thts by road, rather 
than by rail. The studies made in 1961 showed that if this is 
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moved by rail; it would be cheaper. The first shipment came in 
1965. The studies made earlier were based on the best judgement 
and the best assessment that could be made at that time. In 1965, 
the situation might have changed. It was then known that to move 
the imported rock phosphate by road would be cheaper.' Asked how 
it was assessed that the Rail transportation would be cheaper, the 
witness replied, "The information available with me shows that all 
these factors were taken into account. Perhaps till 1965, it was 
assumed that the Railways could charge according to the actual 
distance." Asked what the basis of the assumption was, the witness 
replied: "In some cases, the railways have charged according to 
the actual distances. They were using 4 wheelers which were going 
out of use. It was a closed circuit movement. Then according 
to the information available with them, the Railways were known 
to charge on station to station basis. It is on the basis of these para-
meters that it was found that it would be cheaper to move by rail. 
Unfortunately, these expectations did not materialise." Asked if 
there was any written undertaking from the Railways, the witness 
stated: "I cannot categorically answer this, Sir. I would submit, 
however, that there were discussions at different levels, at the 
level of Chairman, Railway Board. But in 1965, since it trans-
pired that it would be more expensive to use the railway tr.ansport 
instead of the road transport, the matter was taken up with the 
railway authorities." 

1.82. In reply to a question, the witness stated: "In 1967 the mat-
ter was reported to the Government by FC!. This report was made 
to Government in 1967. Immediately we took up the matter at 
the level of the Ministers and made the plea that the wagons may 
be allotted and then they agreed. In October, 1967 the Chairman 
of the Railway Board wrote that it would be possible for them to 
allot the wagons and also they agreed to give four-wheel wagons. 
But they did not relent on the question of freight. The Ministry 
had gone into the pros and cons of the matter whether we should 
pay a higher freight." 

1.83. In a written reply, the Ministry of Finance stated: "Be-
fore ordering the tippler, the feasibility of transporting rock phos-
phate by different modes of transport was examined by the project 
authorities and it was found that it would be economical to trans-
port it by rail. There are no records to show that there were any 
formal consultations with the Railways on this aspect." The tippler 
was ordered on the 3rd August, 1962. It arrived in India in De-
cember 1963 and its erection was completed in May, 1965." 
489 LS-4 
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"The Ministry of P and C., have stated that the Railways inform-

ed F.C.!., in May 1963 that F.C.I., should be prepared to handle 8 
wheel wagons also, but the FC!. in the meantime had proceeded to in-
stal the wagon-tippler which had already been ordered in August 1962 
on the basis of the approval of the design of the tippler from the 
Railway authorities. The question of arranging the movement in 4-
wheel wagons was taken up with the Railways by the FC! soon 
after May 1963 and in January 1968 the Railways advised that in 
view of the very special circumstances they had decided to clear 
this traffic in 4-wheel wagons." 

"Discussions were held with the Railway authoriti~s including 
the Chairman of the Railway Board by arranging meetings on 
8-7-1959, 12-7-1959 and 16-7-1959 as well as by correspondence with 
them, regarding the transportation of rock phosphate from Bombay 
Port to factory site by rail. The Railway Board and Central 
Railways were kept informed by FCI that a tippler designed to use 
4-wheller wagons were being provided to unload the rock phosphate 
wagons at the site for movement of phosphate by rail." 

\ 

"The tippler is being used regularly now for unloading of rock-
phosphate received ·from Udaipur (approximately 5,000 tonnes per 
month)." 

1.84. In a written reply, the Ministry of Finance have furnished 
the following position regarding the tipplers ordered by the Barauni 
Thermal Power Station and Delhi 'c' Thermal Power Station: 

Barauni Thermal Power Station 

(a) The wagon tippler was ordered in the year 1959 and imported 
in 1962. The decision to change over to eight wheeler wagons by 
the Eastern Railways was communicated to the Bihar Electricity 
Board in February, 1960. 

(b) The Ministry of Irrigation and Power have stated that when 
the Railways informed the Board in February 1960 that while the 
present needs of coal of the Barauni Power Station could be =:up-
plied by four wheeler wagons their future supplies would be moved 
in box-type wagons, the Board approached the Railways to indi-
cate to them the date from which the CQ81 in eight wheeler wagons 
would be supplied. The Railways, however, did not indicate the 
date from which the eight wheeler wagons would be available. The 
Board, therefore, decided to go in for the wagon tippler suitable in 
four wheeler wagons. 
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"The Railwa~ informed CWPC in May 1961 that all Power 
Houses should keep themselves equipped for tippling arrangements 
capable of handling both box-type and ordinary type wagons. This 
was circulated to all the Electricity Boards by CWPC in June, 
1961. 

(c) Subsequent to the receipt of the tipplers, the Railway start-
ed movement of coal in box-type wagons but of the tippler was not 
suitable for handling the case. The Board was, however, pursuing 
the matter regarding movement of coal in four wheeler wagons and 
it was agreed in 19'67 that the NCDC would move coal from their 
Giridih Colliery in four wheeler wagons. Coal was supplied in four 
wheeler wagons between March 1968 and October, 1968 and the 
tippler was used intermittently. Further, due to conversion of coal 
to oil firing in October 1968, coal remained only as a standby fuel. 

With the present level of supply from Barauni Refinery, 15 
M.W. Unit might have to be operated on coal when working in emer-
gency in conjunction with 510 M.W. Unit. Coal for this could be 
carried from Giridili Colliery in four wheeler wagons and, as 
such, t'o that extent, the wagon tippler is likely to be used in future 
also as a standby arrangement. 

Delhi 'C' Thermal Power Station 

(a) The tippler was ordered on the foreign suppliers on 29th De-
cember, 1960 and received in March, 1963. The Northern Rail-
ways intimated the DESU in September, 1961 that it would be the 
policy of the Railway Board that all the bulk consumers of coal 
would receive their supplies of coal in newly introduced box-type 
wagons. 

(b) Immediately on receipt of the above intimation from the 
Railways, DESU requested them to defer the supply of coal in eight 
wheeler wagons but this was not agreed to by them. DESU, there-
fore, decided to cancel the order for the tippler but the foreign sup-
pliers showed their inability to do so without the full cost of the 
tippler being paid as the cancellation ch~rges, since the tippler was 
r.eported to be ready for shipment. Thereafter, DESU decided to 
dispose of the tippler by inviting tenders locally as well as approach-
ing the India Stores Department, London, before the tippler could 
be snipped but all their efforts in this direction were of no avail. 
Ultimately the equipment was received in March, 1963. 

(c) After it was received, it was used only for 11 days." 
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Delay in utilisation of Steel 

1.85. Explaining the reasons for delay in utilisation of steel im-
ported by Railways, the Secretary, Ministry of Economic Af-
fairs stated: "This steel was imported and unfortunately it stayed 
in the dock for about three years. There was certain quantity, 
about 224 bundles which were discharged in loose condition with 
the bundles broken and this resulted in dispute between the Rail-
ways and the Port Trust. The Railways, however, agreed to clear 
the consignment on terms of actual weight and asked the Port Trust 
to certify the shortage. The Port Trust did not agree and obtain-
ed a no objection certificate from the shipping agents. This mat-
ter remained under correspondence between the Railways and the 
Bombay Port Trust till June, 1966 and then a meeting was held on 
the 30th of June with the Docks Manager and it was agreed that 
the loose sheets lying could be delivered to the Railways on actual 
weight basis. Now the clearance was further held up because of 
the levy of demurrage charges and was cleared in April, 1967." 
Asked the urgent requirements of Railways were met, the witness 
stateo:i: "If I may put it that way the total quantity that was re-
ceived was 41>46 tonnes. Now out of this the quantity that was not 
cleared was only 635 tonnes. This means a major part of the ship-
ment was cleared and a certain amount was left and It is in regard 
to this residue that the dispute took place which caused a delay lind 
therefore, asked for refund." Asked if the refund related to 635 
tonnes, the witness replied "Yes". 

Non-utilisation of equipment for Barapani Hydro Electric Project 

1.86. The Commiftee asked why the orders for the equipment 
were not placed sufficiently in advance, the Finance Secretary 
stated: "I must confess that we'know that there was uelay. There 
was also some delay in the supplier's ordering the delivery, as 
sometimes does happen." ' 

1.87. In a written reply, the Ministry of Finance Stated: The fol-
lowing equipments were Imported by Barapani Hydro-Electric 
Project:-

1. Concrete Buckets 
2. Batching Plant 
3. Lima 65 Shovel Attachment 
4. Clam Shell Attachment and Dragline Bucket 
5. D-4 Caterpillar Tractor: 
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The position in respect of each equipment is indicated below: 

(1) Concrete Buckets 

The need for concerete buckets arose towards the end 1962 as 
it was found that indIgenously manufactured buckets were unable 
to meet the required rate of output. According in January, 1963. 
the matter for release of Foreign Exchapge was taken up. Foreign 
exchange was released on 9th May, 1963 and order was placed on 
5th June, 1963. The buckets were expected to reach at site by first 
week of October, 1963. There was delay by the suppliers and the 
equipment actually reached at site in February, 1964. 

On account of late receipt of the Buckets at site certain modifi-
cations had been carried out to the indigenous buckets and by this 
the discharging time was improved upon satisfactorily to carry out 
the required quantity of work. 

The buckets will be utilised at Kyroem Kulai Hydro-Electric 
Project. 

(2) Batching Plant 

Towards the middle of 1963, as a result of deeper foundations ne-
cessitated and also due to raising of the height of the dam by 10 ft. 
to accommodate future diversion of water from adjoining basins the 
quantity of concrete required to be placed got increased. It was' 
found that unless arrangements were made for placing extra quan-
tity of concrete on the right bank by a separate arrangement, the 
Dam could not be completed on schedule. It was, therefore, decid-
ed to procure a betching plant. On 15th June, 1003, the case was 
processed for release of foreign exchange. The foreIgn exchange 
was released on 6-9-1963. The orders were placed on 8th October. 
1963, and it was expected that equipment would be received before 
end of December, 1963. The delivery was delayed and the consign-
ment arrived at the project site in May, 1964. 

When the prospect of batching plant not being received at site 
in time became clear, improvised arrangements were made to carry 
concrete from the eXisting batching plant on the left bank in dump 
trucks across the river to the right bank by construction of alter-
native roads on the right bank. As after May, 1964, the quantity 
of concrete required to be placed was small, the batching plant was 
not set up on the right bank as proposed. 

The equipment will be utilised at Kyrdem Kulai Hydro-electric 
Project, the work on which has already begun. J' 
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{3) Lima 65 Shovel Attachment 

The necessity for Shovel Attachment for Lima"al'cse out of an 
unforeseen collapse in the tunnel due to bad geological formation ne-
-cessitating on open-cut excavation to remove the collapse 1n the 
Chimney formation in the tunnel. The case for release of foreign 
exchange was processed in January, 1964 and released in March, 
1964 and orders were placed in May, 1964 and delivery of the equip-
ment was delayed by suppliers by about 5 months and equipment 
was actually received at site by March, 1965. 

As the equipment did not arrive at site till March, 1955, and 
the Power House had to be commissioned by early, 1965, the ex-
cavation had to be managed by employing other alLernative equip-
mentobtained from other projects. 

This equipment had been unlised at Chanderpur in the year 
1968-69. 
(4) Clamshell Attachment and D'ragline Bucket 

By the end of 1962, a chimney formation took place in a valley 
,along the tunnel alignment. As tunneling was impossible through 
the region, it was decided to cut open the valley. As it was found 
impossible to do this work by manual labour, it was considered 
necessary to obtain a Clamshell Attachment and Dr~gline Bucket 
for mucking open-cut-spoil. The case of foreign exchange was pro-
cessed in June, 1963 and the foreign exchange was released in 
July, 1963. Orders were placed in September, 1963 but the Attach-
ment arrivea at site in March, 1964, due to delay on the part of 
'Supplier. 

"On account of late receipt of the equipment at site, it was assess-
ed that unless the open-cut excavation was completed by March, 
1964, the project would be delayed. In view of this, the excavation 
was continued by manual operation and with the help of the crane 
and the work was completeo by March, 1964. As such, the equip-
ment was not used at the project. 

uThis equipment had been utilised at Chanderpura in the year 
1968-U9. 
(5) D-4 Oaterpiller Tractor 

Non-utilisation in the Barapani project was not aue to delay in 
'the receipt of the equipment but due to the decision taken by ~e 
Project authority to divert tffis equipment to Namrup Thermal 
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Power Project foreign exchange for· which was obtained under the 
Exim Bank loan in lieu of one Eimco Excavator which was ob-
tainedfor the Namrup Thermal Project but used on the Umiam Hydel 
Project. The equipment was required there for loading excavated 
muck from Power H<?use and tail-race excavation into dump trucks. 
As both the projects were financed by American loan it was presum-
ed by the Assam Electricity Board that there would be no objection 
to such diversion. 

"This equipment had been utilised in the Umiam Hydel Project 
Stage II and in the Namrup Thermal Project for excavation work. 
It is now being utilised in the Kyrdem Kulai Hydro-Electric Project." 

Copper 

1.88. The Committee wanted to know the reasons for diversion 
of Copper imported and· AID programme to the Ordnance Fac-
tories by MMTC. The Secretary, Economic Affairs stated: "These 
stock were held by MMTC. At a certain stage, for various reasons, 
at one time there was a sort of freeze on the use of copper because 
it was felt the Defence Ministry might need a large amount. The 
freeze was taken away and we found that the stocks of cooper were 
considerable and MMTC was asked to dispose early. They did, and 
gave a large chunk to Defence. They say they were not aware that 
any copper imported under AID was not meant for defence iJUr-
poses. Now normally most of these allocations are done by the 
Department of Economic Affairs and we, knowing about this provi-
sion, ensure that it is given to people who are going to use it for 
economic development. In this particular case, it happened that 
the holder was one who also supplied delence requi.rements, and in 
this particular case having this big allocation made the supplies to 
Defence. After that event, we have been perhaps w1ser. We have 
sent them instructions as well that this should not be done." 

1.89. In a written reply, the Ministry of Finance stated: "The 
total quantity of copper in stock with MMTC at tb~ time of diver-
sion of imports under US AID l'togrammE! to the OMnance factories 
was 9,971 tonnes including stocks ~n transit. This included a stock 
of nearly 5414 tonnes of copper imported by MMTC using free foreign 
exchange. It has been expllill'red by the MMTC that th~y were not 
aware of the restrictlo}1S plaeed 9n the use of US Am ftnanced goods 
for non-civilian purPoses. If they were aware of these restrictions 
they had sufficient stocks of copper imported under free foreign ex-
change and out of tnege, s}lFplies amounting to 2835 tonnes could 
have been made to the Ordnance factories." 
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"It may be added that the question whetner thel'e was any lapse 
()n the part of the Ministry of Industry or of the COl'poration in 
allowing the diversion of the AID financed coppel to the Defence 
Units was considered by the Ministry of Finance aud it was con-
cluded that it would be difficult to hold any b~dy in particular res-
ponsible for this. However, the Ministry of Finance issued a cir-
cular to all the MinTstries on the 8th September, 1969 to bring to 
the notice of all the Ministries the correct position and also the 
steps to be taken by them in future." 

1.90. The Committee find that during the period 1967-68 to 1969-
7.9, in a total number of 189 cases, 7.365 million US dollars (8s. 5.524 
crores) had to be refunded out of loans drawn from US AID owing 
to objections raised by the AID authorities. It was explained dur-
ing evidence by the Finance Secretary that out of the total loan 
of 2376 million US dollars received over the period 1958-59 to 1969-
70, the refunds amounted to 9.233 million dollars which worked out 
to 0.388 per cent. While the Committee appreciate that though 8S 

a percentage of the total amount invested, the amount of refund is 
small, in their view that is no justification for the failure to exercise 
proper care in importing stores, equipment etc., under the pro-
gramme. One case referred to in the Audit paragraph indicates 
that reasonable care was not exercised in the importing and utilisa-
tion of equipment material. 

1.91. In the case of four wagon tipplers imported for the Trom-
bay Fertilizer Project, the Delhi'C' Thermal Power Station and 
the Barauni Power Project, the question of long term utilisation 
of the equipment was not properly examined before placing the 
orders. The wagon tipplers procured by Delhi 'C' Thermal Power 
Station and Barauni Power Project have not generally been used 
since their import due to the Railway having changed over from 
4-wheeler wagons to 8-wheeler wagons for carrying cClal. 

1.92. In the case of the tippler ordered by the Trombay Fertili-
zer Project, there is nothing on record to show if the relative 
merits of transportation of the material by rail and by road had 
been examined before deciding to place the order for a tippler. It 
was only when the material arrive a in 1965, that the project authori-
ties came to know that the Railways would charge the rate for a 
minimom distanfe of 40 kilometers and not the actual distance 
which was much less. Because of this the road transportation was 
found to be cheaper. The conclusion, it seems to the Committee, 
Is obvious that a pl'oper .tudy had not been made of the compara-
tive cost of transportation of tbe material by rail ana by ,road. The 



51 

Committee consider that the responsibility should be dearly fixed 
for the failure to do something which obviously needed doing. 

1.93. In another case a refund had to be made as • part of the 
steel imported by the Railways in 1964 remained under dispute 
with Port Trust Authorities for a long time. As a result it could 
not be utilised. The Committee are surprised that a dispute bet-
ween the two Government Agencies eould not be settled for three 
years. 

1.14. In the case of the equipment imported for Barapani Hydro 
Electric Project, none of the ftve equipments could be utilised in 
the project due to delays in their arrival. This shows that the plac-
ing of the orders for the equipment had not been properly planned. 

1.95, Copper imported by MMTC under the economic develop-
ment programme was diverted to the Ordnance Factories, although 
they had sumeient free .iltock of copper to meet the defence require-
ments. The MMTC should surely have been aware of tbe purpose 
for which tbe material bad been imported. The Committee would 
like the reasons for this failure to be gone into with care, 

Audit Paragraph 

Outstanding Audit objections and inspection reports 
1.96. Outstanding Audit Objections-The financial irregularities 

and defects noticed in central audit are brought to the notice of 
the departmental authorities through objection statements. Half-

yearly reports of outstanding audit objections are aiso forwarded hy 
Audit to the administrative Ministries for taking necessary steps to 
expedite their settlement. 

1.97. (1) The number of outstanding objections in the Ministrieb 
noted below and their attached and subordinate offices is large:-

MinistrieefDepartments Total Total Number Amount 
number amount ofob- (Iakhs 
ofob- (luhs ;ections of 

jec:tions of raised rUpees 
raised rupees) prior to 

up to March. April. 1968 
1971 

(I) (2) (3) (4) (5) 

A. Civil Deparr",trlts. 
96'49 SS9 42'36 Agriculture 4,231 
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-------

(I) (2) (3) (4) ~) 

Communication. 170 76'70 27 0'08 

Education & SoCial Weflare • 3,413 100'70 493 15'72 

External Affairs, 8,393 143'70 5.269 78'49 

Finance 13.361 180'26 2,621 24'60 
Foreiln Trade , 877 38'91 IS4 1,6, 

Health & Family Planninl •. 2,121 162'23 301 U'43 

Home Affairs 17,001 1187'01 2,658 127'28 

Industrial Development 1,648 10,83 38S 2'47 

Information & Broadcasting , 1,715 72'SO IS7 1'44 
Irrigation and Power , 30478 1103'62 727 32'67 

Labour and Rehabilitation • 5,762 202,86 2,174 84'30 

Shipping and Transport . 969 294'86 176 0'42 

Steel and Mines S,982 94'43 1,140 7'20 
Tourism and Civil Aviation 4.111 362'64 60S 3,60 

Works and Housing , 18,117 3336'79 2,867 277'38 
Science and Technology 879 26'so 

B, Departmentally managed commff'cial and qutUi.commercial ""dertaki",fs 

Agriculture 36 10'24 4 3'12 
Information and Broadcasting 68 O'2S 2 0'01 

.---
(ii) The foUowing il a broad analysis of the outltanding objections :_ 

Nature of objCl:tions 

(I) 

A, Civil D,partmenu 

(a) Want of sanctions to establishments or continuance of 
establishments. • , • • • , 

(b) Want of sanctions to misceUaneous and continaent expendi-
ture, 

(c) Want of lanctions to estimates or excess over sanctioned 
, estimates, , , 

(d) Want of detailed bUll, vouchers. payees' receipts, stamped 
acknowledgements or other documents , • . , 

Number of Atnount 
items (Lathe' of 

tv.peee) 

1,108 

2,744 
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(I) 

(e) Recoverable advances not recovered and adjusted with-
in the prescribed period 

(f) Want of agreements _ 

(g) Non-recovery of overpayments amounts disallowed in 
audit 

(h) Irr~laritie8 in payments with reference to contracts 

(j) Objections raised on gr010lnd of financial propriety 

0) Want of sanction to write off losses or irrecoverable 
amounts _ 

(Ie) Other reasons • 

26,910 

956 

• 679 

17 

17 

4 

20,938 

B. DetJartmentally manag,d commercial and quasi(Qmmfrcial undertakin/ls 

(a) Want of sanctions to miscellaneous and contingent expendi-
ture.. '. 

(b) Want of detailed contingent bills, vouchen, payees' receipts, 
stamped acknowledgements or other documentp , 

(c) Recoverable advances not recovered and adjusted within 
the prescribed period, 

(d) Other reasons • • • 

9 

29 

53 

8 

158'41 

672- 85 

2'32 

0'01 

0'0) 

0'07 

1698'25 

0'04 

10'24 

O' 16 

0'06 

The entire expenditure for which detailed bills and vou-
chers are not submitted escapes audit scrutiny. 

[Paragraph 56 of the Report of the C&AG (Civil) for 1970-71] 

Outstanding Inspection Reports .• 

1.98. The audit done in central office is supplemented by local 
inspection. All important financial irregularities and defects in 
initial accounts noticed during local audit and inspections are in-
cluded in inspection reports and sent to departmental officers for 
necessary action. Besides, copies of the inspection reports and half-
yearly statements of outstanding inspection reports are also for-
warded to the administrative Ministries. 
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1.99. (i) The Ministries wjth comparatjvely large outstanding .. 
are shown below:-

----
Year of Number of outstanding 
issue of ----------Ministries/Departments 

the earliest Reports Pal'l!gra~9 
outstand- lOt 

ing Reports Reports. 

(I) . (2) (3) (4) 

A. Civil Departments 
Agriculture . 1951-52 548 2,%16 

Education and Social Welfare 1951-52 1,073 3,332 

External Affairs 1949-50 317 1>437 

Finance 1950-51 679 r 7 ; 

!'oreign Trade 1958-59 I13 446-

Health and Family Planning 1956-57 265 879 

Home Affairs 1953-54 1,010 3,921 

Industrial Development 1950-51 191 509-

Irrigation and Power 1953-54 647 ts.446 

Labour and Rehabilitation 1951-52 947 5,708 

S hipping and Transport 1954-55 204 61%, 

Tourism and Civil Aviation 1956-57 199 999 

Works and Housing 1952-53 11.717 ~14,I75 

Supply 1949-50 142 592 

B. Departmenlally manag,d commercial and qU2Ji commercial undertakings 

Agriculture 1966-67 15 52' 

Firlanc:e 1961-62 24 39 

Health and Family Planning . 1959-60 25 55 

Itlformation· and Broadcasting 1964-65 87 232 

1 rrigation and Power 1957-58 16 143 

Works and Housing 1962-63 35 154' 
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(ii) The more 'important types of irregularities noticed during 
inspection and local audit are briefty summarised below:-

A. Civil D,p:wtlnUlts 

Number of 
officell in 
whichir-
regularl-
ties were 
noticed 

1. Public Works Offices-

(I) Wasteful and Infructuous eltoenditure due to defective plan., d~si1Jn3 
and abandonment of, works, • • • • • • 39 

(ii) Bxtra cost to Government due to rejection of lowest ten:lers or 
delay in accepting tenders 

(iii) Excess payments due to non-observance of the conditions of contracts 
or non-provision of necessary safeguards in contracts. 

7 

17 

(Iv) Splitting up of purchase orders IS 

(v) Unauthorised financial aids to contractors 3S 

(vi) Delay in effecting ,recovery of security deposits from contractors an:! 
payment of contractors' bills. . • . .. Z7 

{vii) Arrears in maintenance and/or non-maintenance of initial accounts of 
road, metal, material-at-site accaunts, etc. 66 

Iviii) Other irregularities. • 498 

:: Treasuri~ and other Civil Offices-

(i) Non-obgervance of rules relating to custo:1y an:! han.i\ln? o' ca.h , 
pO!lting and maintenance of cash books, mustor rolls, physical 
verification of cuh, reconciliation af departmental receipts, and 
remittances with the treasury records, recordina of measurements, 
etc. . • S43 

(ii) Securities from persons handling cash and 8tOres not obtained or, if 
obtained, not for the prescribed amount 198 

(iii) Store' accounu not maintained properly and periodical verifica-
tion not done SI6 

(iv) Defective maintenance and/or non-maintenance of log books of staff 
cars, etc. • . • • . . . . ., 161 

(v) Local purchase of stationery in excess of authorised limits and ex-
penditure incurred without proper sanction' . ., 167 

(vi) Delay and/or non-recovery of receipts, advances !1nd ather charges, 
etc. •. • •• 48% 
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vii) G. P. Fund accounts of Class IV staff not maintained properly • 

,viii) Payment of grant-in-aid in excess of actual requirements 

(ix) Other types of irregularities 

Number 
of offices 
in which 
irregula-
rities were 
noticed. 

174 

166 

B. DepartmenUllly '!"lnaged commercial and qUlSi-commerciaJ undertakings. 

(i) Extra cost to Government due to rejection of lowest tenders or delay 
in accepting tenders • . . . • . .. 8 

(ii) Non-obaervance of rules relating to the custody and handling of cash, 
posting and maintenance of cash books, muster rolls, physical 
verification of cash, reconciliation of departmental receipts and 
remittances with the treasury records, recording of mea~ urements, 
etc. J2 

(iii) Stores accounts not maintanied properly and periodical verification 
not done.' • • • • • . • 23 

(iv) Other types of irregularities 

[Paragraph 57 of the Report of C&AG. (Civil) for 1970-71] 

1.100. In a note, the Ministry of Finance have stated: 

257 

"In pursuance of the instructi'Clns contained in Finance Secre-
tary's D.O. letter No. F. 12 (49)-E (Coord) 166 dated 27th 
February, 1967 addressed to all administrative Secretaries, 
the Ministries which were having a large number of chro-
nic objections which somehow defied attempts at settle-
ment in the ordinary manner have set up ad hoc Commit-
tees fro'IIl time to time inc]udini a representative from 
Audit as an observer to settle such items and also de-
signated a senior officer in their Ministries to coordinate 
action in matters relating to settlement of audit objec-
tions and paras of inspectiQn reports." 

"The following are the Ministries who have set up such ad hoc 
Committees to settle chronic objections:-

(1) Ministry of Works & Housing 
(il) Ministry 'Of Irrigation and Power 
(iii) Ministry of Foreign Trade 
(iv) Department of Rehabilitation. 

With the issue of the instructions contained in Finance Minis-
try's Office Memorandum No. F. 10 (3)-E(Coord) 167 dated 
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18.110.68 on "Arrangements for budgeting and financial con-
trol and delegation of financial powers to Ministries" the 
Ministries including the Finance Ministry have appointed 
Internal Financial Advisers. . ....... the work relating to 
watching of the settlement of audit objections, inspection 
reports, draft audit paragraphs etc. has been entrusted to 
the Internal Financial Adviser. Accordingly these Inter-
nal Financial Advisers in the Ministries are coordinating 
action on the work relating to settlement of audit objec-
tions and paras of inspection reports." 

"An up-to-date 'Standing Guard File' on speedy settlement of 
audit objections etc. incorporating all the instructions 
issued on action to be taken by various authorities for 
speedy settlement of audit objections etc. has been pre-
pared by the Finance Ministry (Department of Expendi-
ture) and supplied to all the Ministries/Depar~ents." 

"The Ministries are also having periodical discussions with the 
Audit officers at appropriate levels to settle the outstand-
ing audit objections." 

1.101. The Committee are surprised that such a large number of 
Audit objections and Inspection Reports involving substantiaJ 
amounts should still ~ outstanding. Some of the Inspection Reports 
pertain to the period as far back as 1949-50. This is not a desirable 
state of aftairs. Audit objection and inspection reports are meant to 
be dealt with promptly, otherwise the very object of having audit 
and inspection is defeated. Every eftort should be made to clear 
audit objections still outstanding for the period prior to 1966-67 
before 31st March, 1974. 
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GOVERNMENT OPIUM FACTORIES GHAZIPUR, NEEMUCH 

AND MANDSAUR 

Audit Paragraph 

Introduction 

2.1. (a) Government Opium Factories are located at two places 
(i) Ghazipur (U.P.), and (ii) Neemuch (M.P.). An Alkaloid 
works is also attached to the Ghazipur Factory. Another factory, 
which was started at Mandsaur (M.P.) in May, 1962 was closed in 
May, 1969 as it was felt that it was not necessary to have a second 
factory within a short distance from Neemuch. 

The working of the Fatctories was last reviewed in Section XXIV 
of the Audit Report (Commercial), 1967 and was considered by the 
Public Accounts Committee vide paras 1.77 to 1 .. 131 of their Twenty-
sixth Report (Fourth Lok Sabha-April, 1968). Action. taken by 
Government on the recommendations of the Public Accounts Com-
mittee is contained in their 79th Report (Fourth Lok Sabha-April, 
1969). The succeeding paragraphs contain the result of review 
of their operations for the period ending 31st March, 1971. 

(b) With a view to improving the efficiency of the Narcotics De-
partment, the Government of India appointed an Officer on Special 
Duty in Jartuary, 1969 to conduct a comprehensive study of the 
Narcotics Department in all its aspects, particularly long-term per-
formance and poliCies, production of opium and alkaloids, etc. The 
Officer on Special Duty submitted his report in October, 1970. 

2.2.. The Ministry have stated (February, 1971) that "most of the 
recommendations have already been implemented. Certain recom-
mendations relating to the matters involving major policy issues are, 
however, still under consideration." 

[Paragraph 50 (1) of the Report of the Comptroller & Auditor Gene-
ral of India for the year 1970-71-Union Government (Civil)]. 

2.3. At the instance of the Committee, the Ministry of Finance 
furnished a statement showing action taken on the recommendations 
of the Officer on Special Duty (Narcotics) who conducted a compre-

58 



59 

Jlensive study of the Narcotics Department in all its aspects and sub-
mitted his report in October, 1970. It is stated that most of the re-
commendatf'J'ns of the Officer on Special Duty have been imple-
mented by the Department but some important recommendations re-
lating to organisational matters, financial management, cadre ration-
alisation, training etc. appear to be still under consideration. 

2.4. The Officer on Special Duty has also pointed out the im-
perative need to amend and improve the existing Act and to incor-
'poratenew provisions consistent with the changed conditions so as to 
make the national narcotics control conform to the international re-
'gulations. The proposed Act should also provide for establishment 
of a central Administrative machinery empowered to issue neces-
sary administrative- instructions to the State Agencies for consider-
ing the preventive and repressive actions against illicit traffic and 
for collection and compilation of statistical information. With a 
'view to suppressi·.:>n of illicit traffic, stringent penalties have been 
suggested for narcotic offences. In their reply, it has been stated 
by Government that the 'recommendations haTe been accepted and 
·,that a Central Narcotics Bill is being drafted. 

2.5. 'The 'Commlttee 'Dote that the Oftlcer on Special Duty who 
was 'appointed to ma'ke a comprehensive study of the workiug of the 
"Nareoties Department hu sublliltted some important reeommenda-
tiollS, 'most of WIlicn are ltatedto nave 'bee. aceepted hy Go\'en.. 
'1fteDt. 'The Commlttee i1es1rethat an early decision shoUld 1te take. 
O,D the remaiatng nCOlllmenaatioDS wliklh are atlU Ubder considera-
'tion, parfiedlarly 'those relaflng 'to hanela. mbagement. 

-Z 6. The CoDmiittee desire that steps should be taken to introduee 
<early a eo!lso6datea 1I1ld compreben~lve Naftotfes bill in Parliament. 

Audit l'arqrapb 

2.7. A:sthe existihg Alkaloid works at Gha%ipur was unable to 
'meet the increased demand of the Pharmaceutical Industry of India, 
a proposal to set up a new Alkaloids Pro;ect at Neemueh at a cost of 
'Rs. 53 lakhs, (including foretgnexc'han-ge components of &S. 13.00 
1akhs) for the extraction of semi-refined morphine on the basis of 
-process evolved by the National Chemical Laboratory estimated to 
-give recovery of 90 per cent morphine agaJnst the existing 75 per 
'c@nt was approved by Government in March, 1965. Thereafter, the 
evolution of plant layout, preparation of Sketches and drawings for 

4189 LS-5 
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civil works, plant and equipment was entrusted to tne .National In-
dustrial Development Corporation Limited in October, 1965. 

2.8. In 1968-69, it was decided to enlarge the scope 'Of the project. 
and to provide for the manufacture of synthetic Codeine and finished 
alkaloids also. Accordingly, approval was obtained in December,. 
1968 for the setting up of the project as revised at a ktal cost of 
Rs. 105.806 lakhs. 

2.9. The sanction for the execution of the Project could not, how-
ever, be issued as certain difficulties arose in obtaining suitable guar-
antees in respect of National Chemical Laboratory process in the ab-
sence of any pilot plant studies. It was not until January, 1970 that 
the National Chemical Laboratory, National Industrial Development 
Corporation Limited and the Chemical experts·of Government came' 
to the conclusion that they were satisfied about the technical feasi-
bility of the Project and no pilot stUdies were necessary. On thiS" 
basis, Government accorded in April, 1970 approval to the execution 
of the Project at a cost of Rs. 117.736 lakhs; the increase being on 
account of increase in the C06t of plant and machinery and civil' 
works. 

2.10. The constructtonwork on the Project has commenced in' 
October, uno. No firm date for the completion of the Project lis yet 
(February, 1972) available as a C'::1Ordinated ereetion time schedUle is 
currently being drawn up in consultation with National Industrial' 
Development Corporation Limited (consultants), Bharat Heavy 
Plate and Vessels I..imited(tUl'l'lkey contractors for fabrication; sup-
ply, installation and commissioning of the plant and equipment) arid' 
the sub-contractors for electrical and instrumentation work. . . 

.2.1L Taking into aceount the increased cost of the' Project 'and 
the reduced recovery of 87 per cent, the net annual gross profit has' 
been estimated by the Management at little over 47 per cent (on the-
basis of current sales prices) on the total capital investment. 

[Paragraph 50 (2) of the Report of the Comptroller and Auditor Ge-
neral of India for the year 1970-71 Uni-on Government (Civil)] 

2.12. The Committee desired to know the reasons for delay in 
designing of buildings, plant and equipment, etc. In a written reply, 
the Ministry of Finance stated: "Narcotics Commissioner" placed order' 
an the National Industrial Development Corporation on 3-1-1966 for 
'designing of bUildings. plant and equipment. etc. for the Semi-refined 
Alkaloids Sections on the bas!s of the process evolved by the Na-
tional Chemical Laboratory, Poona. NIDC were to submit the. de-
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signs within one year of the placement of the order. However, as a 
result of the subsequent discussions towards the close of 1966 between 
the NIDC Engineers, N.C.L. Scientists and Departmental Chemists/ 
Officers, it was considered desirable to manufacture Synthetic 
Codeine and Finished Salts also instead of confining the scope of the 
Project to Semi-Refined Alkaloids only. N.LD C. actually submitted 
their quotation for the designing of this additional Synthetic Codeine 
and Finished Salt Section in April, 1967 and had also actually com-
menced simultaneously the designing work of this job as part of the 
integrated designing for the Plant as a whole. However, in the mean-
time, the mode of execution of the Project 11iz. by setting up of a 
Departmental Organisation for construction of the entire work re-
lating to Plant and Machinery to a single firm on a turnkey basis and 
getting the Civil Works done through the C.P.W.D. was under con-
sideration. The cost of the Project had also risen and several issues 
regarding marketability of the products, export potential, profitability 
of the new Project, comparative production cost of the individual 
Alkaloids produced by the facteries at Ghazipur and Neemuch, etc. 
cropped up. Sorting out of the .. e points took considerable. time and 
formal order in respect of the designing of. this additional section 
could, therefore, be placed on the N.1.D.C. on 23-3-68 only. N.I.D.C. 
had mentioned in their quotation that they would complete the de-
signing work for this additional section within six months from the 
date of placement of order ie. by 23-9-1968." 

"National Industrial Development Corporation Limited completed 
most of the desigiling work by 4-12-68 but consequent upon subse-
que~t discussions and pilot plant stuclies, they had to review their 
designs to incorporate further improvements. Thus broadly speak-
ing designing work took about 3 years from January, 66 to December, 
68. Since the designing work had to be an integrated effort for the 
entire plant, it is very difficult to say the extent of increase in the 
total time taken by the N.I.D.C. due to enlargement of the scope of 
the Project." 

"It would be appropriate to mention that the Alkaloid Plant 
which is being set up at Neemucp (M.P.) is of its own kind in the 
Whole of lndia and Is fairly complicated. National rhemical Labo-
ratory, Poona with the assistance of our Cler.lh,,:.s b'()~Ved a process 
for the extraction of Semi-refined Alkaloids from opium on a 
laboratory scale. The job of designing the Plant for commercial 
exploitation of the laboratory process was a difficult and exacting 
one. It would be appreciated that the preparation of designs become 
an easier job in cases where process/technique used in another simi-
lar plants is known and it may always be possible to bring about 
some improvements in such cases. However, there is no other 
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similar Plant in existence in India and it was also difficult to obtain 
the process and technology employed by the foreign manufacturers 
as they keep their technology a secret. Besides due to sensitive 
nature of the commodity, there was natural reluctance on our part 
too to consult the foreign manufacturers. In the circumstances, the 
consultants had to rely on their own ingenuity and techniques in 
designing the Plant. The designing of this Plant has in fact been a 
continuous process in which improvements have been attempted at 
each stage to make the Plant more economic and efficient. Keeping 
in view the latest availability of the indigenous material, equipment, 
etc. N.I.D.C. have even very recently incorporated improvements in 
the designs." -"Some of the technical and other points of doubt and the problems 
which have led to delay in the finalisation of the designs and com-
mencement of actual construction work on the project are given 
below:-

(i) Replacement of Hydrochloric Acid by Sulphuric Acid for 
isolation of Semi-refined Codeine; 

(ii) Process for isolation of Natural Codeine and Narcotine; 
(iii) The details of filtration equipment that should be used and 

whether the NutBche filter apparatus fabricated by N.I.D.C. 
would yield satisfactory results; 

(iv) Considerable part of the equipment of the Plant is non-
standard and it required special designing effort and con-
siderable liaison with the manufacturing facilities 
available within the country. 

(v) N.I.D.C. have attempted considerable automation and 
mechanisation which will have considerable impact on the 
economy of the Plant when completed. 

(vi) Since there was huge difference in the cost estimate origi-
nally indicated by the N.C.L. Poona and those worked out 
by the N.I.D.C., N.I.D.C. had to make critical study of the 
cost estimates with reference to the proposed designs 
based upon information collected by them regarding costs 
incurred in industries for similar works. 

{vii) N.I.D.C. had also to review their designs to cut down, as 
far as possible, expenditure on Civil Works. 

(viii) Since no pilot plant studies had been eonducted to ensure 
that tbe process d~veloped by the NC.L. Poona could bp. 
successfully exploited on a commercial scale, it was de-
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cided in July, 69 to conduct pilot plant studies by using 
the equipment available with the I.D.P.L. Hyderabad. 
These p!lot plant studies took considerable time. 

(ix) The batch size for Synthetic Codeine Section was revised 
in November, 70 and after detailed discussions between 
N.C.L. Scientists N.I.D.C. Engineers, and Departmental 
Chemists it was decided to increase the batch size from 
20 Kgs. to 60 Kgs. This required revision of the process' 
equipment of the Synthetic Section. 

(x) The disposal of the effluent disposal has defied a proper 
solution in spite of discussion between the N.I.D.C. Experts, 
Departmental Chemists and the N.C.L. Scientists for a 
long time. N.C.L. Poona even carried out experiments to 
give a suitable solution for the disposal of the effluents but 
on the basis of the date given by them, it has not been 
possible to design .a suitable plant for the disposal of efflu-
ents. The matter, has, therefore, now been referred to the 
Central Public Health Engineering Research Institute 
Nagpur." 

2.13. The Committee desired to know the reasons for revision of 
the estimates for the project from time to time. In a written reply, 
the Ministry stated: 

"It may be mentioned that the cost estimate of Rs. 117.736 
lakhs for the Project were prepared in January, 1970 and 
these estimates rose to Rs. 164.09 lakhs in September, 1971. 
Sanction for the execution of the Project at this enhanced 
cost was issued on 1-10-1971." 

2.14. Broad reasons for increase in the cost estimates are given 
below:-

Revision of the Cost Estimates of the Project from Rs. 53.3t1 lakhs to 
Rs. 105.806 Lakhs 

The estimates of Rs. 53.30 lakhs were prepared by the N.C.L. 
Poona prior to the preparation of the sketches and drawings for the 
buildings and detailed engineering of the Plant. The N.C.L. esti-
mates were, therefore, of a very preliminary and rough nature. 
While preparing the detailed designs, it transpired that N.C.L. Poona 
had not included provisions for certain important and major items. 
The N.I.D.C. on the basis of their designs estiT!"'lttRd the COAt of the 
Projf!Ct to be Rs. 105.806 IUbs. 
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2.15. In view of the position explained above, any comparison of 
the cost estimates of the Project with the N.C.L.'s rough and preli-
minary estimates may not give correct picture. However, the 
increase in c!Jst is broadly explained below:-

(i) Increase in the area of the Proauction Building from 33,000 
to 35,852 sq. ft. 

.(ii) In their estimates N.C.L. had not taken into account Site 
Development, Sewage, Storm Water Drains, Compound 
Wall, Security fencing and Watch Tower, Inter-communi-
cation, Pump Hause, Rest House, Acid & Alkali Resistant 
Flooring, White Glazed Dado, Wire mesh in Windows, 
Steel doors, Extensive glazing in windows for operation 
facilities, extra for 33' height of floor of the Production 
Building as against normal height of 11' etc. 

(iii) N.C.L. had not included any provision for the Depart-
mental charges of the C.P.W.D. contingencies, etc. 

(Iv) Addition of an altogether new section viz. Synthetic 
Codeine and Finished Salts Section. 

(v) Non-inclusion of any provision at aU for-

(a) Fabrication of non-standard equipment, e.g. Stainless 
Steel Vessels, Mild Steel Vessels, etc. 

(b) Refrigeration, Dust proofing, Cooling Tower, Fire Fight-
ing EquiPment. 

(vi) projection cost and Instrumentation. Amounts provided 
were much less than actually required. 

(vii) N.C.L. had included 15 per cent of the Civil Works for 
Electrification. This was not adequat.e in view of the fact 
that flame-proof fittings were required to be provided. 

(viii) The equipments provided for by the N.C.L. were also not 
adequate as would be observed from the follOWing items:-

Equipment 

(0) Pumps 

(b) Vacuum Pumps 

(c) Vacuum Driers 

(Ii) Extractors 

As suggested by 
N.C.L. 

13 of S H.P. 
each 

I of 100 CFM 

I. 

22 

As per NJDC 
designs 

39 of 2 H.P. 
each 

2 of 2S0 CFM 

3 

28 
---------------- .. --------
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Similarly the boiler and. the transformer required were of a much 
.higher capacity than envisaged by the N.C.L. 

Reasons for 'Increase in the Cost Estimates from Rs. 105.806 LakhB 
in Mati, 68 to Rs. 117.736 LakhB in January, 197() 

2·.16 The increase of Rs. 11.930 lakhs in the cost estimates (1f the 
project was mainly due to increase in the cost index. C.P.W.D., in-
timated in October, 1969 that they had prepared the estimates of Rs. 
-30.05 lakhs for Civil Works based on the cost index of 155 whereas 
the cast index for Neemuch had gone upto 1840 and as such C.P.W.D 
revised the cost estimates front 30.05 lakhs to Rs. 35.92 lakhs.' A fur-
ther addition of Rs. 1,39,000 was made in the estimates for Civil Works 
to meet the cost of machine foundations, cable ducts & prO'Cess drains 
in the Production Building thereby raising the cost of Civil Works to 
Rs. 37.31 lakhs. 

An overall increase of about 8 per cent was made in the balance 
items in view of the rise in prices of various goods & services. 
Reasons for increase in the cost estimates from Rs. 117.736 lakhs to 

Rs. 164.109 lakhs 

2.17. The increase of Rs. 46.35 lakhs in the Cost estimates of 
the Project has been broadly due to the following factors:-

Civil WO'rks +3,72,000 

(i) c.p.w.n. estimates for Civil Works were based on the 
approved cost index of 194 over DSR 1955. But by the 
time, the contracts were awarded, the cost index had go'ne 
upto 208 over DSR 1955. 

(ii) Consequent upon the decision to increase the batch size 
of the Synthetic Codeine from 20 Kg's to 60 Kg's, an addi-
tional bay had to be added in the Production Building 
thereby increasing the plinth area and the cost. 

PLant and Machinery 
(iii) Enlargement of the scope of the Project so as to include 

the manufacture of finished Salt-Dionine-not originally 
contemplated and increase in the capacity of Thebaine 
(SO Kg's to 200 Kg's) an..§! the batch size of the Synthetic 
Codeine (20 Kg's to 60 ~'s). 

(Rs. 13.06 lakha) 

{tv) Revision of the instrumentation scheme so as to provide 
latest Instrument Controls now avaUable indigenously. 
The installation of the latest instrument controls would 

<""-
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avoid wa.::Hag.e of process material, provide.~urate andIi 
e1fective control on the process line thereby ultimately re-
ducing the cost of production. 

(Rs. 7.90 lakhs), 
(v) Increase in Fabrication Charges of Vessels. 

, (Rs. 4.49 lakhs) 
(vi) Increase in Mild Steel & Structural Steel prices. 

(Rs. 2.47 lakhs) 
(vii) Mark-up due to entrusting of. turn-key job. Earlier the-

equipment was ~O;PO~ to be acquired from several sup-
pliers. 'lteaIising the coordination problems and the delay 
involved in the implementation of the Project. by folloW-
ing this course, turn-key job was given, to MIs. Bharat 
Heavy Plate & Vessels, Visakhapatnam who h8¥e provided 
a composite warranty for the equipment, and worlananship 
and adoption of this course has eliminated coordination 
problems. 

(Rs. 2.30 lakhs) 

(viii) Over-all escalation in the cost index (excluding the in-
crease in prices indicated at S. Nos. v, vi and ix below). 

(Bs. 7. 42 lakhs) 

(ix) Likely additional expenditure' on account of the Budget 
proposals presented to the Parliament on 28.5.1972. (Rs. 
5 lakhs approx.) 

2,.18. As regards increase in the cast estimates of the Project due-
to delay in its execution, it may be mentioned that the execution of 
the project at an estimated cost of Rs. 117.736 lakhs on the basis of 
the designs prepared by the N . 1. D . C. was sanctioned on 23.4.70. 
Before this date the Project was not ripe for commencement of any 
work. The entire detailed engineering and construction management 
work relating to the Alkaloid Project, Neemuch was entrusted to the 
National Industrial Development Corporation on 2J().5.70. N.I.D.C. 
had mentioned that the completion of the Project would take about 
24 months from the date of entrusting of the consultancy work to 
them i.e. the Project was expected to be completed by about July, 72. 
The delay in the execution of the Project has, therefore, to be re-
ckoned from July, 72 onwards and not from any earlier date. Since 
no revision in the cost estima~ of the Project has been made after 
September, 1971, there is no increase- in the cost estimate&' of the-
Project, on account of delay in the executIon' (1{ the Project. How-
ever, there has been price escalation during the- execution- of the Pro-
ject which cannot be avoided'. It would' be observed that price ee--



67 
calation during the execution of the Project from January, 1970'00-,-
wards has been Rs. 22.38 lakbs as per details below:- . 

(In laths of Rs.) " 

Increase in the Fabrication charges of Vessels 4' 49 

Increase in Mild Steel and Structural Steel Price 2' 47, 

Overall escalation in the cost index 7' 42 

Likely additional expenditure on account of Budget Proposals 
presented to Parliament on 28-S-71 . S' 00 

Increase in expenditure on Civil WOl"ks (excluding approximate 
expenditure on additional bay) 3' 00 

22'38 

2.19. Regarding Foreign Exchange component of the Project, it . 
may be mentioned that originally a provision of Rs. 13 lakhs was 
indicated for the import of Stainless Steel Plates, Bars, Pipes, Pipe 
Fittings, Ball Valves, Flanges, etc. However, Ball Valves & Flanges 
have subsequently been procured indigenously at a cost of 
as. 4,32,175 and Rs. 3.60,000 respectively and only the Stainless Steel 
Plates, Bars, Pipes & Pipe Fittings have been imported at a foreign 
exchange cost of about Rs. 7,30,500. A saving of about Rs. 5.70 lakbs 
has thus been effected in the foreign exchange requirement. 

2.20. The Committee desired to know if there was any delay in 
the completion of Civil Works. In a written reply, the MiniStry of 
Finance stated: 

"The execution of Civil Works relating to the Alkaloid Pro-
ject, Neemuch was entrusted to the c.p.w.n. and the 
necessary administrative approval and expenditure sanc-
tion was conveyed on 23.4.70. After going through the 
various preliminaries like preparation of Structural de-
signs, quantity schedules, tender papers, etc., C. P . W . D. 
invited tenders for most of the Civil Works during Au-
gust-September, 1970 and the contracts were awarded and 
the work on them c-mnmenced during October-November, 
1970. Contracts in respect of provision of various servi-
ces, e.g. Construction of roads, sewerage disposal, external 
water supply, etc., were awarded subsequently. The Civil 
Works were expected to be cmnpleted in a period of about 
16 months from the commencement of the work and these 
have since been almost completed excepting for some 
minor works outside the Production Blocks and finishing 
touches like flooring and plastering of walls in the pro-
duction Blocks which can be undertaken only after the· 
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installil.~;on of the Plant. There have been no IIUaJ« de-
lays worth mentioning in the execution of civil works and 
whatever works could be undertaken have since been 
completed." 

2.21. The Committ2e desired to know why no schedule for com-
,Pi.edon of the project was drawn up till February, 1972. In their 
wntten reply, the Ministry stated: 

"A firm and coordinated erection schedule for the Project could 
be drawn up only in consultation with the Contractors I 
Sub-Contractors for various Gorups of Works. The Sub-
Contracts for Electrical and Instrumentation Groups of 
Works were finalised in January, 1972 and coordinated 
erection schedule could, therefore, be drawn up there-
after only. However, it may be mentioned that even 
prior to the fixation of sub-contractors tentative time sche-
dule was in existence. N.l.D.C.-tbe consultants had in 
fact drawn up a tentative work time schedule according 
to which the completion of the Project was estimated to 
take about 24 months to 26 months from the date of sanc-
tion. A period of 24 months for the completion of the 
Pr~ject is also indicated in oUr Agreement with the Na-
tional Industrial Development Corporation which came 
into force w.e.£. 20-5-1970. The Project was thus ex-
pected to be completed by about July, 1972. Even as 
per agreement entered into between the Government 
and Bharat Heavy Plate and Vessels in November, 1971, 
BHP&V were to complete the Project by 31st July, 1972. 
However, adherence to this schedule was subject to the 
supply of Stainless Steel material and certain other essen-
tial items of equipment, which were being procured 
through the DGS&D. by certain specified dates. It would 
thus be observed that tentative time schedule for the 
project was in existence right from the time the Project 
was sanctioned in April, 1970." 

2.2,2. Subsequent to the finalisation of the above said sub-con-
tracts, the Managing Director, BHP&V sent with his D.O. dated 
,26.2.72 a schedule showing the various activities in which the com-
missioning date for the Project was indicated as January, 73. BHP&V 

. .attributed the postponement of the commissioning date from July, 
'.72 to January, 73 mainly to the following factors: 

"(i) As per Agreement. Stainless Steel material was to be sup-
plied to the BHP&V during September to November, 1971. 
But the observance of various formalitieslobtaining of 
clearances, import of Stainless Steel material·from Japan 
after invitation of global tenders and the despatch of the 
material from Madras Port to Visakhapatnam led to a 
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delay of about 3 months in the delivery of Stainless Steel 
material to the BHP& V . Excepting this Stainless Steel 
material no other item of plant and equipment has been 
imported from abroad. This delay of 3 months in the sup-
ply of Stainless Steel material to the BHP&V naturally led 
to delay in the fabrication of Stainless Steel Vessels and 
consequently in the postponement of the completion sche-
dule fur the Project. 

(ii) Certain essential items of equipment like Stainless Steel 
Flanges were also to be supplied to the BHP& V but 
DGS&D could not get any offer for them and their pL"O-

curement had, therefore, to be entrusted to the BHP&V, 
in about March, 72. It was decided on 25.4.72 to place 
order for these flanges on Mis. Metal Forgings (P) Ltd., 
New Delhi who had quoted a delivery period of 3 to 4 
months. Delay in the procurement of these Stainless Steel 
Flanges was ah~O' quoted by the BHP&V as a factor contri-
buting towards the postponement of the completion sche-
dule. 

(iii) BHP&V also mentioned that it was not possible for them 
to commence fabrication of the Steel Structures as they 
had n-at been able to procure the essential Structural Steel 
Sections. " 

2.23. BHP&V experienced tremendous difficulty in the procure-
. ment of Structural Steel. The Committee of Management also made 

all out efforts to help the BHP&V in the procurement of Structural 
Steel and in spite of personal requests and several communi~ations 
addressed to the Iron & Steel Controller, Ministry of Steel, General 
Managers of the Steel Plants, J. P . C. and various other authorities, 
the procurement of the requisite StructUral Steel took a considerable 
time because of its paucity within the country. In the absence of 
this basic raw material, BHP&V could not undertake the fabrication 
of Steel Structures which upset the entire time schedule for the 
Project. Consequently BHP&V submItted on 30.9.72 a revised fab-
rication and realisation schedule postponing the completion date of 
the Project from January, 73 to April, 73. 

2 .. 24. It has not been possible for the BHP&V to work even as 
per the above revised time schedule. As against 1st November, 72 
envisaged in, the revised schedule, BHP&V could commence the fab-
rication of Steel Structures only in the middle of December, 72 on 
account of the late receipt of the requisite Structural Steel. BHP&V 
have fabricated. about 4f.) tonnes of Steel Structures, 30 Stainless 
Steel Vessels, 13 Heat Exchangers and balance fabrieation work is 



in progress NIDC have inspected a major part Qf the, instrumenta-
tion equipment like Compressors, Ph· Meters, Air drying Plant anel 
inspection of flame-proof level switches is in progreu. Electrical 
works too have made a considerable head-way at the site. However, 
the erection work which as per schedwe was to be commenced at. 
the site from 1st of December, 72 has not so far been commencecl. 
BHP&V are reported to be making arrangements for the despatch of 
the fabricated structures to the site but their transit and actual 
commencement of erection work at site may take a minimum of one 
month thereby delaying the commencement of erection work by 
about 4 months. 

2.25. BHP&V have also recently intimated in their letter dated 
24. 1.73 that because of the recent agitation in the whole of Andhra 
Pradesh in general and Visakhapatnam in particular the normal 
working of their factory has been severely affected since the last 
week of November, 72. They have also mentioned that the State 
Electricity Board have during the recent months imposed power cut 
which has affected not only their production but also the produc-
tion of Oxygen Gas by Mis. Indian Oxygen, Visakhapatnam which 
is a vital requirement in the fabrication of the eqUipment at BHP&V 
Works. They have stated that all these facto'rs have affected their 
production and might affect their delivery schedules too. 

2.26. Taking into considration the above factors and the progress 
so far made in the fabrication of Steel Structures and Stainless Steel 
Vessels, it apears that the erection/commissioning of the PIRnt may 
not 1;Ie completed before August, 73 i.e. there may be a delay of about 
1 year over the original envisaged completion date. 

2.27. It may be mentioned that the progress of this Project is kept 
under constant watch by the Committee of Management [comprising 
of Chainnan. Central Board of Excise & Customs as Chainmm, Joint 
Secretary (Department of Expenditure), Chief Engineer. C.P.W.D. 
and Director (Project) D.G.S. & D. as Members and Narco~icf. Com-
missioner as Managing Director]. During the period April, 1970 to 
January. 1973, 21 m~tings of the Committee of Managemf'n~ were 
held mainly to review the progress made in thc setting up of the 
Alkaloid Project and to resolVe the various obstacles and difticulties 
confronting the expeditious setting up of the Project. TWI) of the 
meetings of the Committee of Management were held at !'lIt/;! also 110 

that the Committee may get first hand infonnation about the- progress 
of the Project and the problems confronting it. The repreRPntatives 
of the consultants and the Bharat Heavy Plate & Vessels, Visakha-
patnam have been attending these meetings and the manallement has 
'been persuading all the concerned agencies viz. D.G.S. Ir D. NlDC 
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and BHP & V to cut down all possible delays and besides extending 
all necessary help, have been expressing serious concern at the highest 
level in respect of the delay/postponement in the completion schedules 
of the Project. Coordination meetings between the Consultants, the 
C.P.W.D., BHP & V etc. were also arranged frequently at site New 
Delhi to resolve difficulties by mutual discussion. Departmental offi-
cers have also been deputed from time to time to the BHP & V Works 
to watch the progress and to pursuade them to speed up the work. 

2.28. The Committee desired to know the total demand of the 
Phannaceutical industry in India of Alkaloids and to what extent the 
requirements had to be imported during the last 3 years. In a writt,!n 
reply the Ministry stated: 

2.29. The estimated demand for opium alkaloids durine the past 
three years and as communicated to us by the Drugs Controller of 
India, has been as under:-

Name of the Alkaloid 1970 1971 1972 
.--~ .. _----

Kgs. Kp. Kgs. 

'Codeine at itl .. its. 6,soo 7,000 8,soo 
Morphine at its silts SOO 600 6so 

Ethyl-mor'phine (Dionine) 7So 7So 1,000 

Thebaine I -- ---
TOTAL 7,7~J 8,351 10,r S -----_ ....... 

As. may be seen from above, the demand of opium alkaloids by the 
Indian 'Pharmaceutical Indu 3try has been progressively increasing. 
This is due to extension of medical facilities in the country. 

2.30. The indigenous production of opium alkaloids in the Govern-
ment AiIdlIoid Works, Ghaztpur, has been around 5,500 kgs. peT ~r 
of which Codeine and its lIalts accounts for nearly 4,400 kgs. We had. 
therefore tointport Codeine Phosphate from abroad for mHting the 
requirements of the Pharmaceutical industry in thiscou:'ltry on the 
advice .C1f the DI'tlgs Controller of India during the last three years 
as under:-

Year Quantity of Codeine 
Phoa. Imported 

1970 7So Kp. 

1971 2,000 .. 

1972 2,050 .. 



2.31. Government decided in March, 1965 to set a new alkaloids 
project at the Opium Factory, Neemuch to utilise the process deve-
loped by the National Chemical Laboratory (a Laboratory of the 
Council of Scientific and Industrial Research). This decision, after 
8 years, still remains unimplement. The delay that has occured, as 
will be seen, from the paragl aphs that follow, is unjustifiable, this led 
to considerable increase in the cost of the project. 

2.32. Due to faulty estimates originally prepared by the National 
Chemical Laboratory and subsequf'nt expansion of the st'ope of the 
project and increase in prices, the estimated cost of the project was 
revised from time to time. The estimate of R3. 53.30 lakhs prepared 
by the National Chemical Laboratory was revised by thl! National 
Industrial Development Corporation (designers and consultants for 
the project) to Rs. 105.81 lakhs in May, 1968. Rs. 117.74 lakhs in Janu-
ary, 1970 and Rs. 164.09 lakhs in September, 1971. 

2.33. The National Industrial Development Corporation who were 
entrusted with designing of the project in January, 1966 took alxlut 
3 years to complete most of designing work by December, 1968 and 
thereafter another period of 1-3 years elapsed before the construction 
work commenced in October, 1970. The Committee find that lack 
of proper planning in two aspects resulted in con. .. iderable loss of time. 
First, when the Government approved the project in March, 1965, 
it was proposed to produce only semi-refined morphine but after 
entrusting the designing to NIDC, it was considered desirable to 
expand its SCoPe to the manufacture of synthetir codeine and fini<;lled 
salts also, which gave rise to consideration of issues regarding the 
market ability of products. export potentiality, profitabilit~, etc. 
Secondly, after the designing work was mostly over by December, 
1968 the question of conducting the pilot'studies of the process fleve-
loped by the National Chemical Laboratoil'Y came for consideration 
and it was decided in July, 1969 to use the equipment available with 
the IDPL, Hyderabad for the purpose. The pilot studies took ('onsi-
derable time and delayed the sanction for the approval of the execu-
tion of the project till April, 1970. It is surprising why these two 
question viz. expansion of scope and pilot study of a new process 
were not considered before the Government approved the project in 
March, 1965. 

2.34. The project which was sanctioned in April, 1970 was started 
in October, 1970 and was expected to be completed by July, 1972. 
While there was no appreciable delay in tompletion of civil work, 
fabrication of the pJant bv the BltRrat Heavy Plete and Ve~sels Limit-
ed (turnkey contractors for fabriration, o;u~ply, inst"l1ation and com-
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missiom ••• of the plant aud equipment) hat. oeeu delayed due to diffi-
culties in supply of stainless steel flanges and structural steel sections. 
The Committee have been informed that the erection/commissioning 
of the plant may not be completed before August, 1973. The Com-
mittee hope that the commissioning of the plant will not be further 
delayed. The Committee would like to be informed about the com· 
missioning of the plant and the actual cost of the project. 

2.35. The Committee have been informed that the indigenous pro-
duction of opium a.kaloids in the Government Alkaloids works, Gazi· 
pur, has been around 5,500 kgs. per year of which codeine and its 
salts account for nearly 4400 kgs. For meeting the requirements of 
the Pharmaceutical Industry in the country Govemment had to im-
port 2000 kgs. Codeine phos. in 1971 and 2,050 kgs. in 1972. The Com-
mittee hope that the capacity of the new Alkaloid Plant at Neemnch 
Factory will be fully utilised not only to meet the internal require-
ments but also to export the products, if feasible. 

Raw Opium 

Cultivation of Poppy Opium (i.e. raw opium) 

Audit Paragraph 

2.36. The acreage to be brought under poppy cultivation in ;H~y 

one year is determined by the Ministry of Finance (Departmpnt of 
Revenue and Insurance) with reference to the demand (internal as 
well as export) for opium and alkaloids expected during the comil'g 
year. The cultivation of poppy is licensed to the cultivators by the 
Narcotics Department. 

2.37. The following table indicates inter alia the areas licensed and 
brought under cultivation and the raw opium produced during the' 
last 5 years:-

.-------
Crop year Area to Area actuall y Quantity of 'Damdeta' Average 

be brought cultivated (in produce at 70'C in KG. yield per 
under Hectares) Hectare 

cultivation 70"C in 
(in Estimate Actual Kg. 

Hectares) 

1965-66 13,000 12,071' 76 5,,14,000 4,35,890' 858 36' 108 

1966-67 15,500 14,181 -85 5.40 ,000 4,72.800' 965 33-342 

1967-68 26,700 23,971' 00 8,60,000 7,50,594' 3c8 31 313 

1968-69 36,000 35.034' 96 IJ,20,Coo 11,14,283' 167 31 ' 800 

1969-70 39,000 37,530' 21 12,00,000 10.18,085- 8S1 27' 12?' 

--------
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2.38. It will be seen from above that there was shortfall in pro-
duction with reference to the estimates in each of the years and the 
yield of raw opium per hectare is showing a declining trend. 

2.39. In this connection, the Ministry have stated (February, 1972) 
as follows: 

(a) Increase/decrease in the area of actual cultivation affects 
the average yield per hectare, 

(b) The lowest yield in 1969-70 was manly due to adverse cli-
matic conditions. 

[Paragraph 50(3) of the Report of the C. & A.G. of India for the year 
1970-71-Union Government (Civil).] 

2.40. The table below indicates the area intended to be brought 
under cultivation, the areas actually cultivated and quantity of 
opium produced during crop year 1970-71. 

State Area Area Quantity Actual Averaae 
offered to· measured of opium production yield per 

to i.e. actually estimated at 70·C hectare at 
cultivators brought from 70·C. 

in under ~o,ooo 
hectares cultivation he~lreB at 

in 70·C 
hectares (Kg.) (Kg.) (Kg.) 

3 4 !5 6 

Madhya Pradesh z5,ooo 18,OZ2 775000 568010 31,6z 

,Rajasthan 14,500 14,172 39ZOOO 398686 :18' 13 

Uttar Pradesh 10,500 8,636 283000 168062 19'46 

.All India ~o,ooo 40,830 1,35000 1,134658 :17'79 

FOOT NOTB.- C stands for the consistence of opium and indicates the moisture 
content of opium. 70'C implies that the opium contr.ined 30% 
moisture. 

In Madhya Pradesh and Uttar Pradesh, there was a short fall 
. of area in licensing, as the cultivators did not come forward to take 
licences for the entire area offered to them due to their preference 
for food. crops. 

In Uttar Pradesh, there was a short fall of 1.032 hectares in 
licensing. There was a further shott faU of 832 hectares between 
the area actually cultivated and licensed. This was due primarily 
.on account of cultivators' preference for other crops. 
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It would,tberefore, be seen that area under cUltivation in 1970-
'11 et~ was a record area. 

2.41. The comparatve data for crop year 1971-72 is given. below: 

State Area Area , Quantity Actual Average 
oftered mellBureci of opium production yield per 

to I.e. actually estimated at ?ODC hecatre at 
cultivators brought from 70·C. 

in under 50,000 
hectares culti~ation at 70°C. 

In 
hecatres. 

(Kg.) (Kg.) (Kg.) 

3 4 6 

. Madhya Pradesh :u,soo :u,163 645000 622691 249'43 

Rajasthan 18,500 15,539 555000 430837 27'76 

Uttar Pradesh 10,000 10,613 300000 220290 20'77 

t\ll India 50,000 47,315 1,500000 1,273818 26'77 
--

In Rajasthan there was a short fall of area in licensing as the 
cultivators did not come forward to take licences for the entire 
~ offered to them due to their preference for cultivating other 
food crops. 

2.42. The Committee asked whether the decline in production 
resulting from cultivation of lesser area affect the export as well 
as internal requirement. In their written reply, the Ministry 
stated: 

"In the year 1970-71 we had planned poppy cultivation in an 
area of 50,000 hectares expecting production of about 1350 tonnes 
of opium at 70° Consistence. India is the main supplier of opium 
for medicinal and scientific needs of the world. Nearly 80 per cent 
of the world demand is met by India. This demand is on the in-
crease and we are trying to meet the demand as far as possible. 
Howewl', our main attempt is to confine the area to manageable 
extent as opium being a sensitive commodity vulnerable to smug-
gling and abuse, abundant precaution has to be taken to ensure 
that cultivation is confined to such areas which can be effectively 
controlled. Smuggling of opium and its abuse is engaging the 
attention of the international organisations also and In the recent 
l>8st, more and. more attention is being :focussed on this question. 
We have always been conscious of our obligation to the intema-
489 L~. 
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tional community and we have, therefore imposed. rigid control 
over poppy cultivation confining it to compact areas which cou1cl, 
be efficiently controlled and in this regard India has also earned 
appreciation from the international forums. Even so, while decid-
ing the area to be brought under cultivation, lreepmg the above 
factors in view, a sufficient margin is kept, as the experience is that 
the cultivators do not undertake cultivation in areas allotted to 
them and usually the area actually cultivated falls short of the 
area licensed by about 5 to 10 per cent. Thus, there is a difference 
of about 10 to 15 per cent between the area planned. and the area 
actually cultivated. During the year 1970-71 although the area 
actually cultivated was only 40,825 hectares, against the pl~ 
area of 50,000 hectares, we obtained a yield of 882 tonnes at 900 

consistence (1134 tonnes at 7()OC) and we could export 826 tonns 
of opium during the year 1971-72. The internal needs were fully 
met. Our exports of opium during the last ftw years are as under:. 

1967-68 426 tonnes 

1968-69 s6s tonnes 

1969-70 677 tonnes 

1970-71 737 tonnes 

1971-72 826 tonnes 

Although in the year 1971·72 the decline in production due to fall 
in cultivation area as against that planned did not seriously affect 
either our exports or our internal N!quirements such a contingency 
cannot be ruled out in future as area actually cultivated and the 
yield obtained depend on availability of irrigation facilities and 
other condition. 

2.43. According to Audit the cost of raw opium at Ghazipur and' 
Neemuch during 1966-67 to 1970-71 was as follows: 

(at 70·C) Per Kg. 
Ghazipur Neemucb. 

Rs. Rs. 

1966-67 44'47 44'09' 

1967-68 41'41 40'S8" 

1968-69 39'48 38' 10' 

1969-70 41' 32 41'40' 

1970-71 40' 89 46'88, 

2.44. The Committee desired to know the reasons for the cost 
of raw opium being higher at Neemuch during 1970-71. In a, written. 
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reply, the Mini.8try stated: "The main principle underlying the pur-
chase price of opium is to pitch the same at a level so as to make 
it sufficiently attractive for the farmer to engage in poppy cultiva-
tion. For this purpose, the likely returns from other cash crops 
are kept in view while fixing the minimum price. As a further 
incentive to the cultivator for surrendering his entire opium to the 
Government and not to divert it to illicit channels, a slab rate is 
provided, whereby the cultivator tendering higher yield receives 
payment at a higher rate. This system of pricing structure aims 
at:-

(i) encouraging farmers to engage in poppy cultivation, 
(ii) ensuring that the cultivators tender high average yield,. 
(iii) cutting down the diversion of opium to illicit channels. 

As a further incentive to poppy cultivators, cash awards are also 
paid to them for outstanding performance such as tendering highest 
yield in a particular region. 

2..45. The main reason, therefore, f:\Jr the cost of raw opium being 
higher at Neemuch during 1970-71 is the higher price of opium per 
kg. paid to cultivators of Madhya Pradesh as the average yield of 
opium per hectare in Madhya Pradesh was higher than the average 
yield of opium per heotare in Rajasthan and Uttar Pradesh. As 
explained above, the price of opium is linked to the average yield 
of opium per hectare, tendered by poppy cultivators, that is, the 
higher the yield per hectare, the higher the price per kg. paid to 
the cultivators. In other words, one kg. of opium tendered by the 
cultivator may be priced at Rs. 40.00 per kg. while one kg. of opium 
tendered by a cultivator whose average yield is better, maybe 
priced at Rs. 70.00. During crop season 1966-67, there were three 
slabs of prices of Rs. 30.00. Rs. 33.00 and Rs. 36.00. 'During crop 
season 1967-68, there were four slabs of Rs. 30.00, Rs. 35.00, Rs. 36.00 
and lUi. 38.00. During crop season 1968-69, there were five slabs 
of Rs. 30.00, Rs. 35.00, Rs .38.00, Rs. 40.00 and Rs. 45.00. As there 
was a small difference in the price slabs during all these years, 
there was no noticeable difference in the cost of raw opium receiwd 
by the two factories. Besides in these years although the price 
paid to cultivators in Madhya Pradesh was a little higher the trans-
port charges, cost of police guards in respect of opium received in 
Ghazipur factory were higher as the major portio'll of opium was 

. transported over a long distance from Rajasthan to Ghazipur. 
Thus, there was not much difference in thte cost of. raw opium re-
ceived in two factories. However, during crop season 1969--70 
(Financial year 1970-71) there were eight price slabs varying from, 
Rs. 32.00 to Rs. 70.00 per kg. instead of 4 0 5 in the preceding years. 



In this year not only the lowest price was r'aUeci by 1ta. 21- per kg., 
but there was some increase at every stage which reiUlted in higher 
payments to cUltivators in Madhya Pradesh whose opiWh was re-
ceived' ifi Neemuch factory, than those of Uttar Pradesh whose 
opium was sen.t to Gha%ipur. 'l'h.is resulted in a mult:ed di1terBl~ 
in the cost of opium in these two factories. 

2.46. According to a statement furnished by the Ministry, the 
price per kg. payable for the different slabs during the year 1972-73 
was as follows:-

--------------
Category Price per Kg. 

It 70· consistence 

Cultivators who have tendered 60 KgB. or more of opium per hectare 

Cultivators who have tendered 40 Kga. or more but less than 60 KiS. 
of opium per hectare 

Cultivators who have tendered 30 Kgs. or more but less than 40 Kgs. 
of opium per hectare 

Cultivltors who have tendered less than 30 Kgs. of opium per 
hectare 

R.I. 
100'00 

,a. 00 

60'00 

2.47. The Committee desired to know the steps taken by the De-
partment to increase the average yield per hectare. In a written re-
ply, the Ministry have stated, "At our instance the Indian Council 
of Agricultural Research have drawn up a scheme of 5 years dura-
tion with effect from 1st April, 1971 at an approximate expenditure 
of Rs. 4.20 lakhs for agricultural research on poppy crop. The experi-
ments aim at (a) improving the morphine content (b) increasing 
the yield of opium by breeding suitable varieties of seed, (c) con-
ducting agrcmmonical research which would give maximum per 
hectare yield of opium (d) developing more efficient methods of 
lancing and collection and (e) studying various diseases affecting 
poppy in order to formulate suitable control measures including 
breeding of disease resistant varieites. 

The price of opium is linked with average yield of opium per 
hectare tendered by the poppy cultivator, that is, the higher the 
yield per hectare, the higher the price· per kilogram paid to the 
cultivator. 

Cash awards are paid to the cultivators for outstanding 
perfonnance. 
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-To ~o~Me tne cultiv"tors to ~ .coUectiveeftorts aiIlWlg 
at h!gher y~d of the village as a whole a running shield is given 
to tbevillJlge ,tendering highest yield of opium per becwe in e~ch 
Division. Each cultivator of such a village is also. rewarded. 

The help of the State Agriculture Department is taken in explain-· 
ing to the cultivators better and more scientific methods of cultiva-
tion, manuring etc. We have also planned to collect some better quali-
ty seeds for distribution to the cultivator through the appropriate 
agencies of the Agriculture Department. 

We are exploring the possibility of enlisting the help of United 
Nations Laboratory, Division of Narcotic Drugs Geneva for increas-
ing the average yield and morphine content of opium." 

2.47. Although the area brought under poppy cultivation is in-
creasing, the average yield of opium per hectare is decreasing in spite 
of the various incentives given to the cultivators for higher yields. 
The cultivated area increased from 12,072 hectares in 1965·66 to 
47,315 hectares in 1971-72, but the average yield of opium (70°C) 
per hectare decrease from 36:11 kg. to 26:77 kg. According to the 
Ministry, the contingency of the exports or the internal requirements 
being seriously affected by decline in production due to fall in cui· 
tivated area cannot be ruled out in future as the area actually cul-
tivated and the yield obtained depend on availability of irrigation 
facilities and whether conditions. The Committee note that the Indian 
Council of Agricultural Research have drawn up a scheme of 5 years 
duration with effect from April, 1971 for agricultural research on 
poppy crop aiming at (a) improving the morphine content (b) in-
creasing the yield of opium by hreeding suitable varieties oJ seed, 
(c) conducting agronomicsl research which would give maximum 
yield of opium per hectare (d) developing more efficient methods of 
lancing and collection and (e) studying various diseases aftecting 
poppy in order to formulate suitable control measures including 
breeding of disease resistant varieties. The Committee hope that the 
research efforts on poppy crop will he intensified and particular at-
tentien wUlbepaidto areas like Uttar Pradesh where the average 
yield per hectare is considerably low. The Department should make 
eftoris to .. ure\hat t.he 8J:ea brOUiht under caltivati.n does not 
fan short of the planned area. 

2.48. The price. of opium is linked with the average yield per hectare 
ten~ered by t-'e pOp'py ~ultivator, that is, the 'htper the yield per 
hectare the higher the price per kilogram paid to the eultivator. For 
the year 11'12-'13, price payable to the cultivator for different .labs 
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of average yield per hectare under this system ralllfll from as. 80 
to as. 100 per kg. of raw opium of the same eonsistence. The Com-
mittee desire that the feasibility of introducior some other system 
should be examined in depth, which should not only provide incentiVe 
for tendering high average yield but also remove discrimination in 
the price payable to the cultivators for the same quality of opium. 

Production performance 

Audit Paragraph 

2.49. The table below indicates the actual output of manufactured 
opium at 900 for the last 6 years:-

(Production in lakh Kga.) 

Ghazipur 3'87 5'60 3'83 3'94 4'48 4'53 

Neemuch -2'20 0'99 0'87 1'45 2'93 2'84 

-Includes 0' 89 lakh Kgs. relating to Mandsaur factory. 

2.50. (i) No targets of production were laid down. 

(ii) The Public Accounts Committee in its 26th Report (4th Lok 
Sabha-April 1968) had observed that standards for evaluating the 
efficiency of production should be fixed for all the opium factories. 
'The Director of Inspection (Customs and Central Excise) had made 
certain recommendations in this regard in July, 1968. The final de-
cision of Government thereon is still awaited. 

The Ministry have stated (February, 1972) that these recommen-
dations pertained to grant of production award. The Officer on Spe-
cial Duty had suggested (October, 197() certain modifications therein· 
'The recommendation of the Officer on Special Duty has been accepted 
by the Committee of Mangement and orders are under issue. 

(iii) The following deficiencies were noticed in the manufacture 
of opium at Ghazipur:-

(a) The bags containing raw opium on receipt from weighment 
centres were stacked on the floor instead of on polythene 
sheets for a long period because of time lag in reweigh-
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ment and chemical tests, with the result that losses in 
transit, if any , remained unnoticed and no timely check 
could be exercised to investigate them. 

(b) Opium was stored in vats. The pouring and removal of 
opium from the vats involve wastage in handling. 

(c) Drying opium in wooden trays for weeks and handling the 
material manually at various stages involved considerable 
wastages. 

In this connection the Officer on Special Duty (1970) suggested 
as follows:-

(a) Better type of containers which could be easily operated 
upon and their contents measured may be introduced. 

(b) Government should take immediate steps for installation 
of suitable mechanical and electrical stirring and heating 
equipment. The Ministry have stated (February, 1972) that 
stirring equipment is being installed as an experimental 
measure. 

[Paragraph 50 (4) of the Report of the Comptroller & Auditor 
General of India for the year 1970-71-Union Government 

(Civil).] 

2.51. The Committee asked whe.ther there was no under utilisation 
.,f production facilities and manpower in the factories. In a written 
l'epl.y, the Ministry of Finance stated: 

"The production of the factories mainly depends on the quan-
tity of raw opium received in the factories. Production 
of opium has increased from year to year during the last 
few years. As the world demand of opium for medical 
and scientific purposes is on the increase. the exports of 
opium during the last five years have also progressively 
increased as under:-

Year 

1967-68 

1968-69 
1\169-70 

1970-71 

1971-72 

(Delpatchee from factoriel) 

Quandty of opium 
~ecl.t 9O-C 

(111 tOnDes) 
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~.1o tlIc Ul~ ~P91"~ frprq.ye~ to ~, ~ is no under 
utUisati9:~ pf pr.ti.op,t~f:!i1iPes aM. maIlp()We,r i~.~ factories. In~ 
fact, to cope up w;I.tb ~ i.Q work, more cas~ llil~r is employ-
ed in the factories on temporary basis during pe$k season." 

2.52. The Committee asked if the. entire raw opium procured dur-~ 
ing the yearwaa not converted into manufactured opium. In their 
written reply, the Ministry stated: "Opium is a seasonal crop which 
is harvested in the month of March and received in the factories by 
the end Of May. Opium after being processed is mainly exported, 
_d only a small portion of it is sold to the State Governments in 
India or consumed in Ghazipur Alkaloid Works for manufacture of 
alkaloids. 

Since the. world demand of the Indian Opium is higher than our 
total production, it becomes necessary for us to manufacture the-
entire opium received in the factories, before receipt of the next 
.crop." 

2.53. The Committee asked whether any norms have been fixed 
for determining the extent of labour required both in opium factories 
and alkaloid works. In their written reply, the Ministry of Finance-
stated: 

"The question of fixation of norms for determining the extent 
of labour required .was examined by the Officer on Special 
Duty (Narcotics). He opined that the problem was a 
complex one, particularly in view of the different items of 
work involved and other variabl'e factors like individual 
efficiency. 

However, the O.S.D. (Narcotics) suggested guidelines for each 
factory on the basis of a time and motion study of the 
actual operatiOns carried out in the two factories. These 
guidelines are not in the nature of norms, but are general-
ly taken into consideration by the factory managers for as-
.certaining the requirements of the labour in the factories.'" 
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2.14. ~ll ,their' 26\11 Report (FourthLok Sabha) the Committee sug-
gestedthat Mandardii for evaluating the efficiency of production 
should be fixed for' ·'he factories. The Committee asked if the stan-
dards had been ·fixed. In a written reply, the Ministry stated: 

"The question rega,rding laying down standards for evaluating 
the efficiency of production was studied at the time of 
fixing production awards. The Committee of Management 
Government Opium and Alkaloid Works Undertaking con-
sidered this matter and approved the recom.rn,endations of 
the O.S.D. (Narcotics.) in this regard. The production 
award payable to the employees is periodically reviewed 
by the Committee of Management. 

Production, award for the last· two years has been de.cided as 
per Ministry's letter F. No. 7/18/68-Ad-IV dated 15th May, 
1'972 and 19th August, 1972." 

2.55. Referring to the ob5ervation of the Officer on Special Duty 
that bags of raw opium on receipt' from weighment centres were 
stacked on the floor in Ghazipur, the Committee asked about the 
reasons for the time lag in reweighment and chemical tests. In a 
written reply, the Ministry stated: 

"Opium is a seasonal crop and the entire harvest reaches the 
factories in about 6 weeks commencing from the first week 
of April. The raw opium purchased from the cultivators 
has a varying consistency ranging generally from 55° to 
70°C i.e. the water content is between 30 per cent to 45 
per cent. It is transported in canvas bags lined with inner 
polythene bags. In the course of this pe,riod of 6 weeks, 
nearly 40,000 to 45,~ bags are received in the factories. 

Each bag is weighed. and its contents subjected to chemical 
analysis to dete.nnine the moisture content in opium and 
presence of adulterants, if any. The results of weighment 
and chemica,r analysis are intimated to the opium divisions 
on the basis of which the final accounts of the cultivators 
are settled. 

The magnitude of work is enormous as opium of about 40 to 
45 thousand bags is to be tested. Thus. a time 18k between 
the receipt of the bags and the completion of the, chemical 
test is inevitable. At present, by employing additional 
temporary staff, the work is completed in. about 3 months 
time. Further reduction of this period will require em-· 
ployment of a sizeable additional staff i.e. unskilled labour· 
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and technical personnel like laboratory asalstants, Chemi-
cal Analysers etc. on a temporary paais. Employment of 
Casual labour and technical personnel of this magnitude 
will create security problems and also raise cost of produc-
tion. To minimise losses, however, further precautions 
have been taken to improve the stacking of bags and the 
floor is also now covered with polythene sheets, as far as 
possible. Earlier, even the morphine content in opium was 
also ascertained for grade wise storage of opium. This pro-
cess toC1k much mor,e time. The O.S.D. (Narcotics) pointed 
out that the delay in weighment could be reduced by 
dispensing with morphine tests. The O.S.D.'s recommen-
dations have since been implemented and the morphine 
strength of opium received from the collection centres is 
not dete.rmined at the initial stage. Thus, the time lag 
between the re-weighment and chemical test has been 
reduced." 

2.56. The Committee desired to know the action taken to remove 
the deficiencies noticed in Ghazipur factory involved in (a) wastage 
in storage of opium in Vats, and (b) drying opium in wooden trays. 
In a written reply, the Ministry of Finance stated: "The. question of 
wastage in storage of opium in vats was considered by the Opium 
Losses Enquiry Committee, and it was suggested by them that the 
opium should instead be stored in overhead tanks having mechanical 
device for stirring. Opium could then be directly fed to the trays 
for further drying. It was also suggested by them that till the tanks 
are introduced, opium may be allowed to be kept in bags which 
should be stored in the godowns on racks and not on the floor. The 
practice of storing bags on racks has been introduced in most of the 
godowns in Neemuch factory and the same is under consideration in 
respect of the Ghazipur Factory. 

AB regards the storage of opium in vats, the OSD (Narcotics) sug-
gested that large. metal containers duly calibrated should be intro-
duced, or if it is too expensive, the floor and the inner walls of the 
existing storage vats be lined with aluminium or given a polished 
surface like that of marble. mosaic so that it would be easier to scrap 
and clean for recovering the opium. Sdnce the Opium Losses Enquiry 



85 

Committee suggested that the storage of opium in vats should be 
dispensed with, the recommendations are under exam:i.n:ation. 

As regards the question of drying opium in wooden trays. OSD 
(Narcotics) suggested the use of mechanical and electrical stirring 
and heating (for drying) equipment. He also suggested that the 
wooden trays should be lined with thin metal sheets of alum.iruium 
so as to facilitate cleaning and scraping and prevention of losses by 
absorption and leakage through joints, cleavages etc. 

As mentioned above, most of the trays have been lined with alu-
minium. As regards the use of mechanical stirring and drying equip-
ment a mechanical Mixer-cum-drie.r has been imported and installed 
at Neemuch Factory. Two trays with mechanical stirrers are already 
installed at Ghazipur Factory. Two more such trays are being in-
stalled in Ghazipur factory." 

2.57. The Committee note that due to increased world demand, 
the production of manufactured opium by the Factories at Ghazipur 
and Neemuch has inereased from year to year and that there is no 
underutilisation of production facilities in the factories. To cope with 
the increase in work, more casual labour is employed on temporary 
basis during the peak season. The Committee hope that efficiency 
of production and labour requirement will be kept under constant 
watch. 

2.58. It is stated that with a view to reducing losses, precautions 
have been taken to improve the stacking of baiS of opium received 
from weighment centres and to cover the floor with polythene sheets 
as far as possible. The Committee desire that efforts should be made 
to reduce the time-lag between the receipt of the bags and their reo 
weighment in the fadories. 

2.59. The Committee desire that early decision should be taken on 
the question of dispensing with the storage of opium in vats to avoid 
wastage. 

Lo88U 

Audit Paragraph 

2.60. (1) Opium loas occur because of adhesion, assay variation 
and handling at various stages, for inStance in procuring, storing, 
drying etc. The 1088 is not worked out at eac:h stage. The following 
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~ble ip,~cat~ :the ~~e ,~m9. ~~qtwing l~in ~ of ;per-
centage and tl,le v~lue for the last 5 years:-

Year 

,l96S-66 

1966-67 

1967-68 

1968-69 

1969-70 

Year 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

GQ~p"r ]:Iactory 

Storage losses 

Percentage Value 
of loss to (Rs. in 

the. lakhs) 
quantity 
received 

1'17 2' 10 

1'66 2'03 

1'89 2'71 

1'93 4' SO 

Man~Cacturing losse$ 

Percentage Value Rs. 
in of 1011 to in lakhs) 

the 
quantity 
received 

1'78 5' :2.J 

1'77 S'10 

1'77 3'37 

1'91 4'33 

Not available 

N umuchPactory 

Malkhana, M anufac-
turing and Ware-

house 10lses 

Percentage Value 
(RI, in 
lakhs) 

4'27 5'52 

4'45 2' SS-

4' 58 2'39 

3'53 2'66 

3' IS 4'96 

NOTES,-I. In the case of Neemuch factory the losses have been adjusted in the Proform 
Accounts but are still to be written oG:lUilier the sanction of the competent authority aCte 
investigation. 

2, The Ministry have • ....,d <~N"'" .JSI72) that the write-off of Opium losses 
arising during store, manufacture and transii etc, IS under examinltion, 

j 

2.61. In para 1.122 of 1Iheir 28th Report (fth LokSa\Mla-April, 
1918) the Public Accounts Commit·~~ bad teeOlnmendctd OISrtain 
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measures ft>r reducl.ngthe lones. In January, 1989' the Governrn.tmt 
informed the Public Accounts Committee as follbWS:-

(i) (a) Loss statements are being prepared on a yearly basis and 
SUCh statements in respect of past years have been receiv~ 
ed. Where the losses are markedly high, full investigation 
will be carried out to locate the reasons and take remedial 
action. 

(b) The Opium Losses Enquiry Committee have been asked 
to suggest norms and as soon as their report becomes avail~' 
able, action to prescribe norms will be taken. 

(ii) To eliminate arrears in weighment.-Instructions have been 
issued for supervising the weighment of opium in the presence of a 
responsible officer of the receiving factory and for maintenance of 
detailed records of all despatches from one factory to another. The 
Security Adviser to the. Government of India recently reviewed the 
-:security arrangements in the Opium factories and furnished his sug~ 
gestions. These are under examination. 

(iii) The question of reducing losses in manufacture to the mini~ 
mum has been referred as an item of research to the C.S.I.R. 

The Opium Lasses Enquiry Committee submitted its Report in 
October, 1970. No action has, however, been taken so far (May, 
1971) on the suggestions especially in regard to' the steps to be taken 
to improve the overall efficiency of the 'M>rk in the factory and the 
fixation of norms for the handling and manufacturing losses. 

(2) Transit Losses-In 14 cases of transfer {1f opium from the 
Neemuch Factory to the Ghazipur Factory pertaining to the years 
1965-66 to 1969-70, 3,164.931 Kgs. of good opium and 35.732 Kgs. of 
inferior opium at 70°C costing Rs. 1.41 lakhs (approximately) 
were found to have been received short at the Ghazipur Factory. Ac-
cording to the Management, these differences were mainly on ac-
count of assay variations due to heterogeneous characteristic of 
opium and tut'n of scale. Necessary sanction of the competent au~ 
thority to write oft' these transit losses is awaited (February 1972). 

IParagraph 50 (5) of the Report of the Comptroller and Auditor Ge-
neral of lndia for the year 1970-71-Union Government (Civil)] 
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2.62. The position in respect of Ghmpur Factory for 1969-70 and 
U'70-71 was as follows: - . 

Year 

1970-71 
(Provisional) 

Storage Losles 

Percentage Value 
of loss to (Rs. in 
the lakhs) 
quantity 
received 

1'76 5'23 

J'S9 4"37 

Manufacturing losses 

Percentage Value 
of 1088 to (Rs. in 
the lakhs) 
quantity 
received 

J '97 5'47 

1'95 4'77 

2.63. The losses for the Neemuch factory during 1970-71 are as 
under:-

'Warehouses 

Malltluma 
Good Opium 

Inferior Opium 

Storage losses 

Percentage 
of loss to 

Value 

the 
quantity 
received 

Ra. 

0'0001 J62 

0' 89 J,34,000 

0'66 *294 

(. Since written off) 

. Manufacturing losse! 

Percentage 
of 1088 to 

Value 

the 
quantity 
received 

Ra. 

l'S 2,59,000 

2.64. In their written reply, the Ministry have stated: "Opium 
is a sticky and highly resinous substance and as such sticks to the 
bags in which it is transported from growing areas to factories. 
Sometimes the bags burst during transport and storage, spilling out 
some quantity. It also gets attached to the trays and to the earthen 
pots in which the cultivators bring their opium. Some part of this 
opium is retrieved by scrapping the pots, washing the polythene bags 
and washing the floors and tanks. These scrappings and washings 
are known as khurchan and Dhoi. Generally this Dhoi contains 
more than 00 per cent of water and the opium obtained from it is of 
very inferior quality which cannot be exported or sold as medicinal 
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opium to the State Governments. It can however only be . utilised 
in the manufacture of opium. alkaloids and, as such, all Khurchan 
and Dhoi has necessarily to be utilised at Ghazipur Alkaloid Works 
since this is the only plant in India manufacturing opium. alkaloids. 
So far as these products in the Neemuch area are concerned, they 
are transported to Ghazipur Factory after drying and reducing the 
moisture cantent 10 about 30 per cent (similar to the other opium.) . 
Khurchan and Dhoi obtained in th'e Gazhipur area are not dried but 
are stored in tanks and taken for use in the Alkaloid works as and 
when required. It is also not possible to ascertain the quantity of 
opium obtainable from Dhoi, when it is in the tanks with the result 
that this can be ascertained only when DhOi is fed to the Alkaloid 
Works. It may also be mentioned that Dhoi at Ghazipur Factory 
has to be kept for longer period because it alone cannot be used in 
the Alkaloid Works as it is of very inferior quality and of low mor-
phine content. Good opium. having better morphine content has' 
also to be used to produce more alkaloids. Thus, the Dhoi obtained-
in ~ particular year does not get used up in the Alkaloid Works in 
same year making it difficult to compute the losses year-wise. For 
theSe reasons, while Dhoi in the Neemuch Factory gets accounted 
earlier, i.e. when it is dried and despatched to Ghazipur Factory, it 
is not so accounted in the Ghazipur Factory till it is fully utilised." 

2.65. The Committee desired to know why it had not been pos-
sible to:) accord write off sanction for the losses. In a written reply, 
the- Ministry stated: "In order to give the reasons why it has not 
been possible to sanction write off of losses, a short background of 
the matter is given as under-

In the year 1962 the Narcotics Commissioner approached the Mi-
nistry for the write off of the. Losses pertaining to years 1954-55 to 
1956-57. The delay in sending the proposals was due to the time 
taken in drying of Dhoi, which in those days was done by sun-dry-
ing, and took about 2-3 years to know the final results. The F.M.O. 
Branch of Ministry of Finance, to whom the matter was referred to-
regarding write off of losses of the year 1954-55, 1955-56 and 19~57, 
opined that the amount being more than 10 lakhs of rupees, the sanc-
tion of the Finance Minister was necessary. Thus the matter was 
referred to the Finance Minister and Finance Minister ordered that 
before the write off order was issued, the matter may be examined 
by an independent body. Accordingly Opium Losses Enquiry Com-
mittee was appointed in the year l~ to look into the losses. The-
Opium Losses Enquiry Committee submitted their report in Octo-
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ber, 1970 and on their findiDP fIlrther aetion 110 write otl of l~' 
was taken. The fellowing 1068eS have already been written oft': 

Year . Narureof Quatltity Value In RI, 
1085 lOll at 

7·C, ._--
2 ;I 4 

Ghazipur FGCtory 

1:9~9-60 Stonge SI'68S8 Mda, 77,211'25 

Loss 4II '7248 " 6,26,254- 00 

1960-61 " 194'6943 " 3oOM58' 59 
260'7050 .. 4,OS>456 , 24 

1:961-62 " 8498'658 Kgs, 3,49,294' 84 

1962-63 " 4653'492 " 2,n ,826' 99 
1954-55 Manufacturing lo~. 252'6117 Md., 2,82,901" 89 

1955-S6 258 '8135 " 3,17,642"04 

19S6-57 " 362'7144 " ~,84,193'75 

1957-58 574'4147 .. 10,90,095'90 

11)58-S9 " 565'9781 " . 1 I ,20,641 ' S6 

1959-60 693'6239 " 13,73>473- 65 

9So-5 229'7378 " 4,73,688'64 

1961-62 " 15681'555 Kgs, 8,95.746-43 

1962-63 " 10907'959 " 6,88,199'70 

1968-69 .. 7936 '962 " 4,32.643' 80 
Neemuch Pactory 

1962-63 Warehouse 960' 100 Kgs, 19,292'00 

1963-64 " 20'586 " 1.028'00 

1966-67 Malkhana 3867-833 " 1,44,070' 91 

1967-68 " 0'995 2'94 

1968-69 " 6' 192 93'07 

1968-69 Warehouse 160,061 " 6,979'00 

1:969-70 " 9.779 " 437'30 

1:970-71 Ma1khaDa 13,663 293'61 

-970-71 tr.n.it 7'171 .. 126'18 



II 

1 2 3 

11971-72 Transit 2'657 K,. 

1966-67 MlIluflcturin, losses • 3475' 857 JJ 

GRAND TOTAL 

Otber IOlles are unckr exammatioo": 

4 

,,65I .. Pf,.173· 73 

95,620419' 54 

------------------------------------------------
2.66. The Ministry fUl'theritated 't:hatthe, "Opfittn'Loiiseal:nqui1'1 

Committee after carefully examining all the cases, Ca:ine to the coa-
elusion that there was not clandefJtint re!noval ·Of'.Wri except ill 
few specific cases of theft ,and, they ~ ~'tliat'Mrring lUck 
eases the losses may be .admi~ 

2.67. The, Committee ~ed to, mow the present'" position re-
garding the research undertaken '?Y CSIR on the q~~ti~ of, reduc-
ing losses. In thefrreplydhe MHitlt.f"Y' stiti!d: uthtfNaliorw Che-
mical Laboratory, Poona~ of' t~'!csm co~t~iexpenme~ts in 
drying of opium' with, a vieW' to -mfi11D1i1Je 'l6IM!I. -, A -"Mft:t!t-~iun­
dryer was recomftSeftded by them: -to m1ft~' ha'ii6liiij loaet in 
~ryinl of oplDL TIU' equipment'tu.·be~" bnpdtted" and' ituitalled 
at Neemuch factory. The equipment fa undertrilI .. • .. 

2.68. The Committee desired to knoW' -the acti01i tak~ on ' the 
suggestion of the Opium Losses Enquiry COIIll'I'rlttee especially in 
regard to improvement of the overall ef!l.ciency r;tthe . work in the 
factory and fiXation of DOrms fpr the' handling ad mandiacturin, 
losses. In their written reply, theMini$ry atated: uTbe'reportaub-
mitted by the Coinmittee was reoed.ved in' N~ember, 1970. It COIl-
tained a number of, recommendations involving additional- upendi-
ture and some. major changes in tile procedure. Till May, 1971, the 
recommendationS were. being scrutinised and studied at variOUS' 
levels. A number of recommendations have now been implement-
ed and the foDowinl atePs have been taken to improve the overall 
efBciency of the workin, in the factories:-

(i) the practiee of 'Itaeking bags one Dver the other' baa' been 
dilr.ontlnued and" the bags' are' nO. 'stonJd in raeb at . 
Jqeelnuch factory; 

(H)tnolt of the tra,.. have been li1Ied with 'alomtidiim: 
489 L.s.~7.-
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(iii) Trays with mechanical stirrers have been installed iD 
Ghazipur Factory. 

(iv) as mentioned above, a mixer-cum-dryer has ·been import-
ed and installed in Neemuch factory; 

. (y) . the sampling is now supervised by a responsible Chemist; 
(viJ opi~IIl' which is transported from t!ie Collection Centres, 

to the Factory is first packed in polythene bags and then 
covered with canvas and gunny bags to reduce spillage 
and the consequent losses; 

(vii) protection walls have been i;mproved in both the fac-
tones; 

(viii) polytbene sheets are spread over the ftoor or some of 
the Godowns before stacking bags; 

(ix) inner barbed wire fenCing has been provided at Neemuch; 

(x) search-lights have been installed in both the factories~ 

(xi) security of the two factories has been entrusted to the 
Central Industrial Security Force; 

A few recommendations of the Opium Losses Enquiry Commit-
tee which require large capital investment .0Il" major alterations in 
the existing layout Qf the factories are undenitudy. 'rUse' are stor-
ing of opium accordin.i to the consistence and morphine strength, 
transportation of opium from weighment centres to factory in alu-
minium alloy co~ainers etc. 

As regards the ftxation of norms this ma.tter was' considered by 
the Opium Loues Enquiry Committee and on the basis of weighted 
average they had expressed the opinion that about 1 per cent loss 
could be conaideredas nonnal both i'll storage and during m,a·nufac-
ture. It was also indicated that this nonn was based on the weight-
ed . average and may be treated only as tentative pending evalua-
tion of norms on more scientiftcbasis for which dep8.rtl'nent should 
draw out a pIan for experiments spread over 'the next few years. 
One of the main reasons for the losses was assay variation at vari-
ous stages. Earlier the Opium Losses Enquiry Committee had <:on-
ducted experiments to ascertain the nermal range of variation in 
assay. Experiments were conducted by sending samples to ftve 
different international analysts and their report showed that the 
difference in assay results ranged from 0'95 degrees to 2-10 degrees. 
The matter is being studied further. 

2.69. Referrin, to the transit 10lC!lM, the Cominittee asked about 
the reasons for the transfer of opium from Neemuch factory to 
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Ghaztpwr fac1m'y '_ the poifton regarding 'writ~ o~. Iit' a wri~ 
reply, the Ministry stated: "The transfer of opfun{Yrom' 'N&ffiuch 
Factory to, Ghazipur Factorr ~aa, necessaI")' bec,"qs~ ~xports, ef: opi-
um were'maihly made from the Ghazipw:"Fac:to;ry upto ~e year 
1967-68': It' *~ only in, the year 1968-69 that the;~xport~ were,r~ 
gularly started fl-orh' Ne~much Factory. Consequently from that 
yei1tonwards' (1968~), the transfer of expor~able, o'pium (or good 
opium) 'from Neerrluch to Ghazipur was reduced. There lias be8n 
no transfer of exportilble opium from Neemuc;h to Ghazipur for the 
last two yNrs. , 

In order to minimise lOsses the opium which Isticks to the bags, 
vats, trays, handling equipment etc. is retrieved' by scrapping mdl 
or washing them. The opium so obtained. from Dhoi (Washing) and 
Khurchan '(Scrappmgs) and contraband' opium, which is not fit 

, , ' 
for export, is transported from Neemuch to Ghazipur 'Factory. It 
may be stated that this Khurchan (Scrappings) or Dhoi collected Rt 
Neemuch Factory has to be sent to the Ghazipur factory for utilis-
ing the same in the manufacture of alkaloids as there is no use of. 
such opium and the only factory manufacturing, Alkalojds i& situat-
ed at Ghazipur. 

The transit losses are no doubt. mainly OJ). account of ~y yari-
ation but there are also some oUter factors such as s,Pipage, dryillg 
during transit etc. which are responsible for certain percentage of 
deficiencies in weight. The entire question of investigating the los-
ses of opium, including losses in transit was entrusted to the Opium 
Losses Enquiry Committee and the question of writing off losses 
was held in abeyance till the Enquiry Committee's report was re-
ceived. Transit losses in respect of two cases pertaining to the 
years 197~71 and 1971; .. 72, have been written off, while the question 
of writing off other transit losses is under consideration. 

Z.70 .. The Committee note the steps taken by the Department in 
punuance of the recommeadatkms of the Opium Losses Enquiry 
Committee to improve the overall efBc"'y of the worklnr of thr. 
fadories allCl to reduce stoi'alre and manafaeturinc ...... of opium. 
But • few recoDPDendatlolll of the Committee which recpire Jarre 
capital mvestment on ... :tw alterations in the exiatlnr layout of 
the factories are .till wuler study. These recommeDdation. relate 
to the storing of opium according to the consistance and morphine 
streagth, tran.,.rtatiOD of epl .. · from wei'h .... ceetrea to fac-
tory ia aI ....... lwa aDoy e'ODtalDen etc.. 'DIe Committee hope that 
early deeWoa will lie takea -GIl tM.e neommeadatioDL The Com-



miitee expeet .. a re.ul~ of the meuures already taken, the I .... 
to decrease s .. batabMlalb': 

Z7~71. On ·tJa.j qlIil&D of flUtiOD of norai. for th~ IOSHI, the 
Opium· Loaie'I' ~ CODiiidttee eQreued .. opinion on the 
b ..... of' ~~avenp that tentatively 1 per cent lou could be 
coasid~ .. nc)mw both in storace and durina' manufacture,' pend. 
iIlg evatUa'tloa ,of -nonn'on more' scientific b8sis by the Department. 
The Oplum' L6ue1' Enquiry Committee had also condu~teil expert-
mentsto uc6tta1n 'the normal range of variation in usay b,. send-
ing samples to some intenational analysts which showed the differ-
ence in assay results from 0-95° to Z·70·.. The matter is 
Min, sttuHed 'further by the Department. Th~ Committee hope 
that th~ Department Will adively pursue the question of fitiJig norms 
tor th~"losse'son a scientific basis. The Committee would like t. 
be informed about the outcome of the studies made by the Depart-
ment~ 

Z.72. The Committee note that after examillation of the 10s'seS by 
the OpiUin LOs'sea EftqUlry Committee, eertain old losses amounting 
to Re. 95,82,419 have been written off and others are' under exand-
nation. The Enquiry COmmittee have pointed out that there are a 
few specific cases of losses by theft. The Committee desire that 
these ca. shoUld be examIned expeditiously and necessary action 
taken apibst· the persons concerned. 

Audit Paragraph 

Costing and Accounting 
2.73. (1) The Public Accounts Committee in their 26th Report 

(4th Lok Sabha~April, 1968) had observed that the Costing system 
prescribed in 1925 and followed by the Factories was defective as~-

(a) It did not indicate the true cost of production; 
(b) the Abkari losses (i.e. manufacturing losses) continued. 

to form part of the closing stock; and 
(c) the non-adjustment of manuiactUTing losses in the Profit 

and Loss Account resulted in inflation of prdfits. 

2.74. These defects still persist and manufacturing, sto'rage' aria 
handling losses continue to forin part of the closing stock resulting 
In inflation of proflt. 

2.75. The GhUipUr Opium Factory have stated that a new cost-
tnR' proeedure has been recommended itt 1970 by the OfftCI!r ott S'!),.. 
cial Duty and actiOn has been initiated to implement theSe re~~· 
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~endatioDS. The progress intimated by the Factory was as foI-
.1ows:-

...... Commercial Accounting has been introduced from 1st 
April, 1970. Introduction of cost ledger to collect items 
of cost according to the cost centres has also been intrC\-
duced from 1st April, 1970. . ....• Steps have also ~en 
taken to introduce the job cost card from 1st May, 1971." 

Even though Commercial Accounts are stated to have been in-
troduced with effect from 1st April, 1970 the accounts of the Factory 
continue to be maintained on single entry basis. Due to non-main-
tenance of Journal, Ledgers, etc. the work of proving the accounts 
poses problems and results in delay in the compilation of pro forma 
accounts. 

(ii) No departmental manual laying down the records to be 
maintained and procedures to be obeerved and specifying the duties 
.nd responsibilities of the staft has been drawn up 80 i.11· (May, 
1971). 

[Paragraph 50 (6) of the Report of the CUG of India for the year 
1970-71 Union Govern.D)ent (Civil)] 

2.75. In a written reply, the Ministry stated: 

"As ~ed by the ,Public Accounts Committee, follOwing ac-
tion has been taken to improve upon the accounting sys-
tem introduced in .1925. 

(a) The accounting system in the Opium Factories and Alkaloid 
Works, was studied by the.'ofticer on special duty (NarcoiiCII). (An 
Ofticer of the Indian Audit and Accounts Service). On rus reCommen-
dations, the Opium Factories and Alkaloid .works Were declared as 
commercial undertakings with effect from lst April, 1970. (Minis-
try's letter F.No.1(91)-~I69 dated 20th .:January, 1970). " Consequent-
ly, new accounts classifications. to fulfil the reqqirements of com-
mercial accounting, for the receipts and expenditure relating to 
opium factori~'and Alkaloid Works Undertaking, were prescribed. 

(b) The services of a Cost Accounts Officer, from the Railways 
were obtained on deputation. He has drawn a revised accounting 
procedure whe.rein, all the deficiencies of the 1925 procedure point-
ed out by the PubJic 'Accounts Committee in their observation! reo 
produced above, have been rectified, . 

"The revised accounting procedure. has bee!} vetted ,by the Cost 
Accounts BTanch of the'Ministry of Finance. It has been suggested' 
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by them that a paragraph on depreciation should also be incorporat-
ed in the procedure. After this is done, concurrence of the Com-
ptroller and Auditor General will be obtained before according ad-
miuistrat,iye approval. 

The revised procedure has been adopted uniformly in both the 
factories with effect· from 1st April, 1970, except that the adjust-
ment of manufactUring losses in the Production Account of Gha7.i-
pur facory is riot made which will be done when the revised proce-
dure is approved 

The Committee asked whether it was proposed to introduce f\ln-
ftedged commercial accounting for the factories and alkaloid works 
and maintain accounts on double entry basis. In a writtell reply, 
the Ministry of Finance stated: 

From 1st April, 1970. Government Opium and Alkaloid Works 
have been declared as Commercial Undei-takings, .and. frPm that 
date Commercial Accounting Syst,m to the extent it is suitable for 
our needs, has been introduced. 

In order to keep a complete record of the transactions .ccording 
to cdm'nletcial principles based on double entry· system· of book 
tteeping,'the following books of accounts are required to be main-
uined:-

(8) Principal Books namely Ledgers-Sales Ledger; Purchase 
Ledger and General Ledger. 

(b) Su.bsidiary Books or Books of· brigiilal entry, such as 
Cash BooJt. Purchase Book, Sales Book, Journal. 

To implement Commercial Accounting proceduTe, foll'owirillsteps 
bave been taken:-

(i) Sales Ledger, Purchase Ledger and General Ledgt'r are 
duly maintained. 

(U) Sale BOok and Purchase Book have been substituted by 
Export Register and Liability Register which are main-
tained under existing procedure. to avoid maintenance of 
duplicate aocount books. 

(Ui) Journal-entries are journalised in the Journal wner(:vel' 
necessary. 

(iv) Caah Book as prescribed under Commercial ACl'tlllnting 
procedure has net been introduced and the existing Cash 

Book in form T.R4 has been continued because the Un-
dertakings • do not maint4iA 8 Bank Account of their own. 

Each transaction in respect of 'Receipts' and 'Expend!-
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ture' i5 passed through the Revenue Treasury l:Ind ulti-
mately reconciled with A.G.'s books. In the abtience of 
Cash Book (to be maintilDed under Commerdal Ai:.-
counting), double aspect of each ttansaction is cumpleted 
by debiting, crediting as the case may be, the Govern-
ment of India's Capital Account under remittances-i.e. 
the amount of sale proceeds realised and other mi'K!ella-
neous receipts deposited into the Treasury and wIth-
drawals-i.e. the amount withdrawn from the Treasur,' 
for meeting the expenditure of the Undertaking:. 

Ultimatly a Trial BallUlce is cast by balancing the figures of ex-
penditure and receipts as per Ledger Accounts with those hooked 
by A.G. under various Major, Group Minor and Minor Heads, {If ac-
counts prescfibedunder Government accounts. On. the ba!lis of 
this Trial Balance, Proforma Accounts are prepared." 

2.76. The Committee enquired about the. ~otnJpletion of :.' JelJart-
mental Manual for· accC?Ullts. In a written reply, the Ministry of 
.Finance stated: 

"A compendium of instructions for the guidance Of Accounts 
Staff on' finaftcial Accounting and Cost Ace;llIT:~in? h~H; 

be-en compiled.. While .:yet-tiltg the compendium, the COllt 
Accounts Branch of the Ministry of Financep<)intpd ol!1 
that a para' on "Depreciation' should also be lnc,ll"p.m:Jtpd 
in the cOmpendium. After thiI is' done, co.n('urrcnce of 
thf' Comptroller and. Auditor General will be obtflincd 
bf'tore according admdnistrative approvaL" 

2.77. The Committee asked if,there was any system of int~nal 
audit in thpo factories and alkaloid· works. In a written r~ply .\1.he 
Ministry of Finance stated :.:~ 

"The system <Yf internal audit is in vogue in the Opium Factoties 
and Alkaloid Works. We have three internal audit cells f~J'''dioninl( 
unQer the control of Deputy Narcotics Commissione~'~. :.le,- mu~,h. 
Kota and Ghazipur." 

2 78. Even thouCh the Commercii'll Aecountin2 has been 1l1trochlc-
ed in the opium factories from 1st April, 1970, the account. of the 
factories continue to be maintained on a lincle entry basil. Thf' 
'Committee desire that accountIDg procedure and the deparhnente' 
manual may be ftnalbed expeditiou"ly in roMIIltation with the 
'Comptroller and Auditor General. .. 
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2.80 .. It wj]] be Been -from above that the cost of production ,Qf 
export opium at Neemuch factory was generally lower thiln that 
of GhaZ1Pur factory no,twithstancling the fact that:-

(a) the quantity produced at ~eemuch factory was ll'll~h l,ess; 
than that at Ghazipur factory; and ' 

(b) the Neemuc~ factory has to pay PurchaaelSales 'rJX or. 
o the purchase of raw opium which amounted toRs. 0 23" 
lakhs in ·1968-69 and Rs. 71.84 laths in 1969-70. 

[Par-agmp!, 50 (7) of the Report of the C&AG of ..India 0 for 0 the 
year 1970-71-Unlon Government (Cjvil)].. 

2.81. Accor~pg to Audit the. output and the cost· of prodllction, 
of ~port 9P,him,. I.M.O~ ~:wer. J:M:O: Cake and Ethyl.Morphine 
Hydro at GhaZipur during 1910-71 we.J;'e as follows: 

• "'.."! o_. __ ~~ 

Expon op,hun at 90°C 

Medici"Q/ Opi_ 

AlleaJoidr 

. IMO ~owdtr lOO·C 

'IMO Cake 9O'C 

Ethyl Morphine Hydrochloride 

Output Kp. 

.. sa,l6.4 

3.069 
547 

677 

COlt of Production 
:Per Ki· 

R8. 
"7'16 

60'60 

68'22 ·r 

863'46 

2.82. The Committee d~irecl to know the reaSO'nB for increase ill. 
cost during 1970-71 in the~ of Export opium and IMO Cake. In, 
their written reply. the Ministry of Finance stated: 

"The increase in the production cost of Export Opium. is 
marginal (0.27 0 paise only)'and this is due to the following reasons; 

(a) Increase in the basic price of raw opium: 

The minimum price of Rs, 301- per kg. for cultivato,s who.had 
tendered less than 30 kg. per hectare fixed for the year 1969-70. was 
raised to Rs. 321- per kg. during the year 1970-71. The increase in 
other slabs also ranged from Rs. 21- to Rs. 51- per kg. 
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.. (b), .P~ymentof Produetion award for 2 yellf, (i.t> • .L967 .. 68md 
1968 ... 69) duri~gl970-71: ' : -,,-

Production Award' (i~e~ ex-gratia payment to workers of the 
factlories) for the years 1967-68 and 1968-69 was not paid because 
.the question' of revising the norms for the payment Qiproduction 
award to the employees 'of the factories was under consideration. 

The Committee of Management decided in their 4th meeting held 
-on 19th NOl7ember, 1970 to make payment of productionawa.rd to 
the employees >of the factories on the basis of old norms and the 
payment was made during 1970-71. 

The afo~said reasons are also applicable for the increase in the 
cost' of production of IMO Cake from Rs. 64.87 in 1969-70 to Rs. 68.22 
in 1970-71. Another factor was that prior to ~970-71. distribution of 
overhead cOsts between the Opium factory' and .tbe Al;kaloid Works 
'was ii« done on equitable basis and most of the overll~adcosts were 
accounted for in the Opiumfac'tory, 80 the correct cost of production 
of various products of Alkaloid Works could not be worked out. 
lMO Cake lsa product of Alkaloid Works. ' 

The position has been remedied from the accounts for 1970-71. 
-when commercia.l and cost accounting procedure has been introduc-
ed sitd Alkaloid Works has been declared as a distinct Conunercial 
Unit. 

2.13. At the instance of the Committee, the Ministry of Finance 
fumishedthe following figures of output and cost of production of 
'Morphine and Morphine salts, Code line and Code line salts during 
the years l1J70-71 and 1971-72: 
----.------_ .. ------_. --... _---- _._--_._----------

{I) Morphine Hydrn I. P. 

(ii) Morphine Sulphate 

,(iii) Morphine B. P. C. 
(it) Codeine Phosrhate 

(v) Codeine Sulphate 

vi) Codeine B. 1'. 
._--_._- .. __ .. _--

1970-71 

Production 

Kg. 

164 

15~ 

8 

3278 

151 

677 

Colt of 
I'J"oduction 

pel' kg. 

Rs. 

788'31 

784'06 

779'09 

795'24 

754'98 

7S2'B2 

1971-72 
Production CORt 0 r 

productio 
per kg. 

Kp:. R •. 

158 808'63 

151 803'66 

9 874'44 

3216 919'40 

ISO 909'17 

685 852'31 
---------.~--.---
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···Co'mpartively·~tUdYof the cost (Jf prOductio~'ot t~~facto~iesi has 
not b~rtpossibte, .~~~e the' system of cc>St ~~~~ng f,oiiO:)ved 
by tWo factories was not unif~tm. In Neemuch f~tory Abkari 
Losses are'iidjusted 'iff th~' production accoun(~hereas~ indhazipur 
'Factory pr6dU:ct~6n 16Sse5are nbt adjusted m"the .prducticm account 
until the write 'dtr'slm~tiotlS'tsrecetved 'and: are inCluded in the clos-
ing stock. " , ", ." , 

, ~! ' • / • 

With effect trom 1st April, 19'70, a uniform system of accouliting 
has been introduced in both the factories, except that the production 
losses in respect ,of Ghazipur Factory are not adjusted in the produc-
tion account till the write off sanction is received (as per existing 
practice). In the new procedure prepared for the factories, provi-
sion for adjustment of production losses in the production account 
,has been made. The procedure is under consideration for approval. 

This type of study will now be possible and conducted when the 
procedure for adjustment of production losses in the production 
account is approved and implemented. 

However, the cost of production in the two factories during 1970-
'71. and 1971-72 is as under: 

Name of Factory 

Ghazipur 

Neemuch 

Cost of production of export 
opium per q. at 90'C (in RI.) 

1970-71 1971-71 

60, 57 

----------_._._--
2.85, The Committee desired to know the pricing policy of opium. 

In their written reply, the Ministry stated: "It is our practice to 
review the export price of opium at six month's interval, i.e. on 1st 
January and 1st July every yea.r. While reviewing the price, we 
take into account the trend of demand of opium from our opium 
bUyers, trends of opium cultivation and export potential of other 

. opium producing oountries, trends of prices of opium derivatives in 
the international market, likelihood of price increases to be paid to 
.the cultivators and other administra.tive costs." 
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2.88. The Committe flnd thatevetl after the introdu-:tioo of a 

uoifol'Dl sYltem of. aecountinc with effect from 1st April, .1970 in the 
Opium Factories, Ghazlpur' aod Neemuch, the productioo 105ses in 
the GJ:u.~i.,ur Factory are still oot adjusted in the productioo 
account tUl, ,the write off sanctioo i. received. whereas iothe 
Neemuch Factory abkari losses are adjusted io the productioo 
accouot. The Committee hope that under the Dew procedure which 
is s,tated to be under conside;ratioo, a uniform cost accouotiol sys-
tem will be followed by the two factories te enable the Department 
to make a comparative study of the respective cost of their produc-
tion aod effect oecessary economies. The Committee desire that 
.he Dew procedure should be finalised expeditiously. 
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Gha.dpU'r Factory-(i) In arriving at the above working. resultsr 
the manufact~ing a~d storage losses aggregating Rs. 1.27 Cl'ores for 
the years 19~55~to 1968-69 have not been taken into account pend-
ing their write off. 

(ii) The profits during 1968-69 and 1969-70 were much higher-
mainly due to (a) higher sales, (b) increase in the export price and 
{c) lower cost of production. 

Neemuch Fa.ctOT'Y. (iii) The loss iIi 1965-66 was mainly due to 
export sale of .opium below the c05t of production and that in 1966-
67 owing to transfer of the entire stock of opium man~actured at 
Neemuch and Mandsaur Factories to Ghazipur Factory at cost (ex-
cluding' interest on capital), Sharp increases in nei profits during 
1968-69, 1969-70 and 1970-71 were due to increase in the quantities 
~f opium exported and the better average selling rates. 
[Paragraph 50 (8) of the Report of the C&AG of India for the year 

1970-71-Union Glvernment.l 
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CApitAl Government Capital for a year. is worked out as under: 

Opening Balance (i.e. balance at the commencemClht of • year) 
Add Amount received (i.e., withdrawals from Treuury and 

adjustments through A.G. during the year). 
Add Profit for'the year. 

Add Interest for the year. 

Deduet Amount paid back to Government by cash and adjust-
ments (i.e., remittances during the year). 

2.89. From the above it will be observed that if the remittances 
during the year are more. balance of Government Capital will be 'Ie.. and if the remittances are less, balance of Government Capital 
will be more. This will explain the variation in the Government 
"Capital Account as illustrated below:-

'Opening Balance 

Add. Amount received (Cuh and adjustments) 

Add. profit for the year 

Add. Interest 

D,act Remittances ' 

Opening Balance 

Add. Amount received (Cuh and adjustments) 

.444. Profi t for the year 

Add. Interest , 

GhanfJUT ]loctory 

1970-71 1971-72 

Rs. Rs. 
3,98042,328 5,36,68,225 

3.72,370412 3,69,09.785 

3,74.83.541 3,57.59,195 

13,44.527 12.18.215 
11.59.07.808 12.75.550420 

6,22.39,583 9,59.07.134 

5,36.68.225 3,16048,286 

1,89,29.308 A.d- 21.680 
justments 

1.85.38,975 
2,20043.566 
2,57.590468 

2,01,751 1.710473 

4,86,50,02Q 6'1',19,327 
3,19,26,778 4, 1,72,915 

1,67.23,251 1,65046.412 

Profits are related to mean Capital. The increase in the percent-
age of net proftt in two rears is due to· the fact that the meu capital 
has decreased. The increase in '-the proftt in both the factories is 
,atributable to rising exports and enhancement in the selling price. 
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'2.90. The Co~mittee. de~ired to know th~ ~~ 9f ~4j." ~I! Ule 
'total world exports of opium and the scope for boosting the exports. 
In a written reply, the Ministry statEad: 

The figures of total world exports of opium and opium exported 
from India during the last four years are given below (International 
1igures compiled by I.N.C.B. are available calendar year-wise only). 

Total world Export from Percentage of Indian 
Year exports of India (in- exports to 

opium (in tonnes) world 
tonnes) exports 

Percentage 

1968 676 S3:Z 80·6 

1969 77S 6o:z 85·4 
1970 88:z 777 91'6 

1971 Figures 
Not 

90 7 
available 

It will be observed that share of India in the total world exports 
of opium is increasing from year to year. Turkey was the only 
country, apart from India. which exported opium. It is, however, 
understood that Turkey has stopped opium poppy cultivation after 
1972 crop. AI; such, India is now the only country which exports 
opium to other countries. Except the internal requirements of 
opiwn which are at present about 60 tonnes of opium at 90°C, all 
the opium produced in the country is exported. 

We have international obligation to supply, as far as poasibJe, 
opium for the medical and sci~tific needs of the world. Under the 
international convention we are one of the seven countries which 
are allowed t(> produce opium f<yr export. 

It may, however, be mentioned that opium is a sensitive commo-
dity and cannot be treated on par with commercial commoditi~s .. 
Thus while we make efforts toprociuce opium to cater to the 8fOw-
ing medical and scientific needi' of the world, we also in deference 
to our international obligations adopt n:tea~~re~. to pz:~ve~t the. l~~lt':" 
age' of opium iJi'to' iniCii" channefs:' One of the main consideration 
therefol"e, is that .are:a that we earmark for poppy cultivation is ~ot 
ilnly compact but alio capable of being effectively controlled. Thus 
it is not possibl~' to expa~d' poppycultivati® to an unlimitA!cf ut,pt 
for meeting the world demand. 
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'lb. profits earned during the last five years are given below: 

Year 

1968-69 
1969-70 

1970-71 

Profits earned 
(Ra. 
in lakllS) 

2SS" 84 
4II' 54 

S60'22 

1971-72 61S'19 
Though we 00 make some profits by the sale of opium, it is not 

our sole ObjectiV1e for ·producing opium. 
2.91. According to Audit, the increase in overall profit of Ghazi-

pur factory from 301.70 lakhs in 1969-70 to Rs. 374.84 1akhs in 1970-
71 was mainly due to increase in average sale price. The sale price-
increased from Rs. 113.16 per kg. in 1969-70 to Rs. 134.58 per kg. in 
1970-71, th'ereby yielding an additional amount of Rs. 96.85 lakhs on 
a quantity of 4,52,164 kg. sold during the year. Similarly, the in-
creases in net profits of Neemuch f8:ctory during 1968-69 to 1970-7l 
was due to increase in th~ quantity exported and the better average-
selling prices. The Committee desired to know the quantity ex-
ported by the factories in 1971-72 and the average sale price. The 
Ministry furnished the following figures for 1971-72. --

Quantity of Value of Average 
Name of Factory opium Opium price per 

exported exported q. 
in Kg. (in Rs.) (in Rs.) 

Ghazipur 4,60,069 6,16,87,779 134'08 

Neemuch 3,66,S47 4,82,36,917 131'60 

TOTAL 8,26,616 10,99,24,696 132'98 

2.92. The Committee desired to know the total manufacturing anet' 
storage losses (i.e. 1954-55 to 1970-71) which have not been taken 
into account in arriving at the profit, pending their write-off in Gazi;... 
pur factory. The Ministry furnished the following figures: 

Nature of Losses Year ~uantity Value 
( kg.) (in R8.) 

----
Manufacturinl loIaes 19S4-" to . r 1,87,03' 98,66,80, 

1969-70 ~ •• Storage Losses 1:l:-S4 to ~,'3'3\i 39,,6,724 
I -70 , 

*(Storase losses) • 19'70-71 . IO,191 4.36,668 
(Manufacturinl Loases) I9?o-7I 8,718 4.76,734 -. 

·Prcmaional. 
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2.93. The export of opium increased from 532 tonnes in 1968 to 907 

tonnes in 1971. The export of 777 tonnes in 1970 constituted 91.6% 
of the total world exports of opium. With Turkey reportedly having 
stopped opium poppy cultivation after the 1972 crop, India wUl be 
the only country to export opium to other countries. 

2.94. The profit of the factories increased from Rs. 255.84 lakhs in 
1968-69 to Rs. 615;19lakhs in 1971-72 without providing fOil the manu-
facturing and storage losses. According to the Ministry, "though we 
do make some profits by sale of opium, it is not our sole objective for 
producing opium." While the Committee appreciate this view, they 
hope that the working results of the factories will continue to be 
improved by increasing efficiency in production and reducing manu-
facturing/storage losses. 

Stores 

Audit Paragraph 

2.95. The following table indicates the value of closing stock of 
Taw opium and sundry stores at the end of the last 5 years: 

Year ending 

3ISt March, 1966 

3ISt March 1967 

3ISt March, 1968 

3ISt March, 1969 

31St March, 1970 

(Figures in lakh~ of Rupees) 

Raw Opium Sundry Stores 

Ghazipur Neemuch Ghazipur Neemuch 

92'55 0.56 6'18 0'08 

81'58 13'9S 6'95 0'08 

69'S5 16'49 7'92 0'08 

71'77 0'04 8'10 0'10 

80'60 0'18 7'94 0'43 

(i) No minimum, maximum and r~dering level of sundry 
stores have been fixed 80 far (April, 1971) at Ghazipur fac-
tory, The Department has stated that the question of 
fixing minimum, maximum and re-ordering level is under 
examination. 

(ii) The physical verification of general stores for the year 
1969-70 has not been conducted so far (Ghazipur factory). 

(ill) The Narcotics Commissioner in January, 1970 laid down 
that a certificate in the prescribed proforma to the effect 
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tl»l~ th~ p~,d ~'~i end othu' stores have actually 
Q~~q ve~~ plursjqiUy may also be submitted annually 
Pf the J;)istriot OpiUlJl OfficerjManager to Deputy Narcotics 
Commissioner (ContrQlling Oftlcer) who shall countersign 
the same and. offer suitable remarks, if any, pointing out 
the action on rectification of discrepancies and submit it to 
the Chief Accounts Officer of the Narcotics Commissioner's 
Office. No certificate for the year 1969 has so far been 
sent to the Narcotics Commissioner. 

The Department has stated (May, 1971) that the physical veri· 
fication of Dead Stock for the year 1970 has fallen due and 
will be taken up shortly. 

(iv) In respect of Stock of Raw Opium, the question of verifica-
tion was considered in 1960 but was not pursued in view of 
practical limitations. 

2.96. However, the Officer on Special Duty has, after examining 
the matter in detail, recommended in October, 1970 that it should be 
possible to complete the verification without causing any serious 
dislocation. Instructions were also issued by the Narcotics Com-
missioner, Gwalior in January, 1970 that annual verification of opium 
stock should be extended to all the stocks of opium. This has, how-
ever, not been implemented. ,. 

[Paragraph 50 (9) of the Report of C&AG. of India for the year 
1970-71 Union Government (Civil)] 

2.97. The Committee desired to know the position of fixing mini-
mum, maximum and re-ordering level of sundry stores at Ghazipur 
Factory. In a written reply, the Ministry of Finance stated: "Ghazipur 
Factory has reported that no minimum, maximum and re-ordering 
level of sundry stores has been fixed so far." 

2.98. The Committee desired to know the reasons for not carrying 
out physical verification of general stores in Ghazipur factory for the 
year 1969 .. 70 and the position for the year 1970-71. In their written 
reply, the Ministry of Finance stated: "In Obazipur factory physical 
vedftcation of general sb~es was conducted for the year 1969-70 
during the months February 1970 to August 1970. Only 90 per cent 
of the st.oTes ~uW be '\ferilie4. 

Physical verification for the year 197()"71 was als<i conducted. 
, .. 



111 

2.99. The Committee asked whether the physical verification of 
dead stock. articles had sinee been taken up. In a written reply, the 
Ministry stated: "The verification of dead stock articles of the 
Neemuch' Factory for 1969 year was done in March 1970 and the 
certificate was sent to the Narcotics Commissioner in October, 1970. 

Verification of dead srock articles for 197,0 and 1971 years have 
also been done and certificates sent to Nareotics Commissioner. This 
was being done annually in this factory. As regards Ghazipur fac-
tory, the verification of dead stock for 1970 and 1971 have been done 
and certificates sent to Narcotics Commissioner. There was some 
mis-understanding about the orders of verification of SOOres and dead 
stock articles and due to the huge quantity of stock and stores 
involved there were some lapses in regular yearly verification prior 
to 1970." 

2.100. As regards the verification of stocks of raw opium, the 
Ministry stated: 

liThe stock of opium as on 31-3-71 (except contraband OpiUlh 
and Dhoi in Ghazipur Factory) was verified both in GhaZl-
pur. and Neemuch factories in pursuance of the instruction~ 
issued in 1970." 

2.101. The Committee note that no minimum, maximUJtl and r~ 
ordering level of sundry stores has been fixed by the OpiUin Factijr,. 
Gllazipur so far. The Committee desire that the limit should be fixed 
early. 

2.102. The Committee have been informe8 that in Ghazipur Factory 
there were some o:apses III reguiar annual verification of dead stock 
article prior to 1970. Tbe Committee liope tbat the stock article as 
well as general stores and raw opium will be re,ularly d6ne in the 
factory. 
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2-93

Finance
The export of opium

 increased from
 532 tonnes in 1960 to 907 

tonnes in 1971. 
The export of 777 tonnes in 1970 constituted 91.6 

per cent of the total w
orld exports of 

opium
. 

W
ith 

Turkey re­
portedly having 

stopped 
opium

 
poppy 

cultivation after the 1972 
crop, India w

ill be the only country to export opium
 to other coun­

tries. 
, 

•*"[

41.
2-94

D
o.

The profit of the factories increased from
 Rs. 

255.84 lakhs in 
1968-69 to Rs. 615.19 lakhs in 1971-72 w

ithout 
providing 

for 
the 

m
anufacturing 

and 
storage 

losses. 
A

ccording 
to 

the 
M

inistry, 
“though w

e do m
ake som

e profits by sale of opium
, it is not our 

sole objective for producing opium
.” W

hile the C
om

m
ittee appre­

»
 ' J

ciate this view
, they hope that the w

orking results of the factories 
w

ill continue to be im
proved by increasing efficiency in production 

and reducing m
anufacturing [storage losses.

42.
2 

lO
I

D
o.

The C
om

m
ittee note that no m

inim
um

, m
axim

um
 and re-ordering 

level of sundry stores has been fixed by the O
pium

 Factory, G
hazi- 

pur so far. 
The C

bm
m

ittee desire that the lim
it 

should be fixed 
early.

43-
2-102

D
o.

The Com
m

ittee have been inform
ed that in G

hazipur Factory 
there w

ere som
e lapses in regular annual verification of dead stock 

articles prior to 1970. 
The Com

m
ittee hope that the stock articles 

as w
ell as general stores and raw

 opium
 w

ill be regularly done in 
the factory.
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