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INTRODUCTION

I, the Chairman of the Public Accountg Committee, as authorised
by the Committee, do present on their behalf this Fifty-Second Report
on (i) Paragraph 21 of the Report of the Comptroller and Auditor
Genersl of India for the year 1982-83, Union Government (Civil)
on Purchase of Residential Building at San Francisco; and (ii) Para-
graph 4 of the Report of the Comptrolley and Auditor General of
- India for th year 1983-84_ Union Government (Civil on Avoidable
Expenditure-—Purchase and Repair of Building in Dublin.

2. The Reports of the C&AG of India for the year 1982-83 and
1983-84, Union Government (Civil) were laid on the Table of the
House on 16 April, 1984 and 16 May, 1985. respectively.

3. ‘The Committee’s examination of the two cases of acquisition
of properties for residences cte. by our Missions abroad has brought
out a rigid and unrealistic approach on the part of the Ministries of
External Affairs and Finance in evaluating properties, leading to delay
in taking decisions which resulted in avoidable extra expenditure.

4. In the case of purchase of a residential building for the Indian
Consul General at San Francisco, the original proposal was made by
the Consul General in January, 1978 for purchasing a building for
$2.75.000. But that attractive offer was lost owing to the rigid formula
laid down for working out the economic cost and the Government
ended np in purchasing a comparatively older building in May 1982
for $7.50,000. This resulted in an unnecessary expenditure to the tune
of Rs. 50 lakhs (including Rs. 6 lakhs paid as rent for the existing
residence during the intervening period) .

5. In the second case of purchase of a residential building for the
Indian Ambassador at Dublin, while the proposal made by the Mission
in November, 1977 for £80 to 90 thousand could not be finalised,
the purchase was made in October 1978 for £1.25 lakhs, resulting

_in additional avoidable expenditure of Rs. 7.10 lakhs for a building
with lesser plinth area.

6. 'The Committee have concluded that a rather rigid and routine
approach had been followed in application of procedures and guide-
- lines for dealing with purchase of properties for our Missions abroad.

\
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The Committee feel that property situation being rather volatile, a
more pragmatic approach needs to be followed, The Committee
desire that the policies and- procedures laid down in this regard
should be reviewed. to meet the situation adequately and squarely.

7. The Committee are also unhappy at the casual handling of the
job relating to extensior of the dining room of the Ambassador’s resi-
ence at Dublin in the Ministry as well as in the Mission, resulting in
avoidable extra expenditure. The Committee have desired that the
Government should review and streamline the procedures involved
in undertaking repairs etc., in the buildings owned by our Missions to
ensure time bound disposal of repair proposals of the Missions abroad
besides delegation of adequate financial powers befitting the rank of
the head of the Mission for taking up jobs involving reasonable
amounts at their own levels without prior approval of the Govern-
ment. The Committee have, however, stressed at the same time a
more strict compliance of procedures, such as selection of the builders
by means of issuing tenders etc., entering into formal contracts and
obtaining structural soundness reports in the interests of the best use
of the available resources.

8. The Committee consider the acquisition of immovable pro-
perty for housing offices wnd officers to be very meagre keeping in
view the large number of missions abroad. Of this meagre acquisition
also, there is no perspective plan for constructing. buildings on the plots
acquired a decade ago, The Committee have recommended that a
perspective plan for construction on buildings on these plots should
be drawn out immediately and funds provided tg ensure that the rental
outgo, which is increasing year after year, is reduced to the barest
minimum. Acquisition of plots and immovable properties should be

based on a pragmatic plan,

9. The Public Accounts Committee (1985-86) examined the Audit
paragraphs ai their sittings held on 7 and 28 January, 1986.

10. The Committee (1986-87) considered and finalised this Report
at their sitting held on 11 July, 1986, based on the evidence already
taken and written information furnished by the Ministry of External
Affairs. The Minutes of the sittings form Part IT* of the Report.

11. For reference, facility and convenience, the observations and
recommendations of the Committee have been printed in thick type
in the body of the Report and have alsp been reproduced in a consoli-
dated form in Appendix IIT to the Report.

“Not printed, One cyclostyled copy !aid on the Table of the House and 5
copies placed in Parliament Library.
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12, The Committee place on record their appreciation of the com-
:mendable work done by the Public Accounts Committee (1985-86)
in taking evidence and obtaining information for the Report,

13. The Committee would like to express their thanks to the offi-
cers of the Ministry of External Affairg for the cooperation extended
by them in giving information to the Committee.

14. The Committee also place on record their appreciation of the

assistance rendered to them in the matter by the office of the Comp-
troller and Auditor General of India.

E. AYYAPU REDDY.
Chairman,

Public Accounts Committee.

NEwW DELAIL
21 July, 1986
30 Asadha, 1908 (S)



REPORT HEL
A. Purchase of residential building at San Francisco

The Audit Paragraph* has brought out that the residence leased
for the Indian Consul General at San Francisco was not being satis-
factorily maintained by the land-lord. He was also not agreeable
to extend the lease. A proposal for purchase of a residential build-
ing at a cost of $2,85,000 for the Consul General was, therefore,
made in January 1977 to the Ministry of External Affairs. This did
not materialise and another proposal for purchasing a house (year
of construction: 1951) for $ 2,75,000 was sent to the Ministry in
January 1978. 'The purchase was- strongly recommended by India’s
Ambassador in Washington in view of the location of the house,.
state of mainienance and the possibility of appreciation in the value
of the house in course of time. The proposal was turned down by
the Ministry (February 1978) on the ground that it was unecono-
mic.  According to Government the economic cost was assessed
between $1,25,000 and $1,60,000. The instructions of the Ministry
regarding calculating the economic cost for purchase of property
were circulated in May 1978. The Consulate pointed out in Feb-
ruary 1979 that the rent paid for the Consul General’s house was
unrealistically low as no alternative accommodation was available
at the rent. The working of the economic cost on the basis of such
rent paid would, therefore, be unrealistic. The Consulate considered
that a reasonable estimate for purchase price would be $3.00,000.

2. In August 1979, the Consulate proposed of a house for
$4,50,000 but was advised by the Ministry (September 1979) to
locate a house within a maximum ceiling of $3,00,000. The ceiling
was considered impracticable by the Consula‘c. They pointed out that
the Consul General’s residence, which was offered (March 1976) by
the previous owner to the Government of India for $1,50,000 prior to
its sale to the present owner, was estimated to cost about $4,50,000.
The Consulate sought (September 1979) a ceiling of $4,50,000 for

purchase of a house. The Ministry raised the ceiling to $4,25,000 in
March 1980.

“See Appendix I.
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3. Two more attempts (Aprii-May 1980) by the Consulate to
purchase fell through even after offering prices ranging between
$4,60,000 and $4,60,000, as the houses were bought . for higher
amounts by other parties. In May 1980, the Consulate sought the
Ministry’s approval for purchase of another house available for
$6,50,000 with surplus land measuring 6,000 sq. ft. attached to it
which could be sold for $1,00,000 to $1,25,000. The Ministry ap-
proved the purchase, if the price could be settled at $6,00,000 and
“directed a team of officers to finalise the deal. As the owner was not
willing to accept a price below $6,25,000 fresh clearance was sought
from the Ministry who enquired whether an immediate buyer for
the surplus land would be found. On being informed by the Con-
sulate that an immediate buyer could not be guaranteed the
Ministry turned down (September 1980) the proposal. The ceiling
was raised to $5,50,000 in December 1981, and again between
$3,50,000 and $7,50 000 in March 1982, A house (year of construc-
tion: 1927) was finally bought for $7,50,000 in May 1982, although
the economic cost worked out to only 2.40,000.

The Audit Para brings out further that—

A
2

“As early as in May 1976, the high rentals in San Francisco
area were brought to the notice of the Ministry. The
Consulate has also informed the Ministry in August 1979
that real estate value in San Francisco had increased by
about 30 per cent in one year. On account of rigid
adherence to a formula and an inadequate appreciation
of. local factors, Government had lost an attractive offer
in January 1978 for purchase of a comparatively new
house for $2,75,000 and ended up by purchasing an older
nouse (constructed in 1927) for $7,50,000 resulting in an
extra expenditure of $475,000 (Rs. 44.17 lakhs). The
rent paid during the period from February 1978 to May
1982 was $71,837 (Rs. 6.11 lakhs).”

5. Asked if the Ministry of External Affairs had taken this aspect
of High rentals into consideration while turning down the proposal
of Consul General made in January, 1978 on the ground that it was
uneconomic, the Ministry of Externa] Affairs confirmed that it did
ake the aspect of high rentals into consideration and recommended
the proposal to the Ministry of Finance for approval. ‘However,
that Ministry did not consider it economically viable and turned it

]

down’.
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6. Again when enquired whether the Ministry were aware that
the rent of $1300 per month being paid for Consul General’s resi-
dence was unrealistically low and whether any efforts were made
to ascertain the market rents for applying the formula, the Ministry
of External Affairs replied:

“Yes. The Ministry was aware that the rent of US $1300|-
per month was unrealistically low. In fact, the Consul
General had informed the Ministry the on going market
rents. However, our efforts to get the proposal approved
by the Ministry of Finance did not succeed.”

7. As already seen, a proposal for purchase of a building for
$2,75,000 which was strongly recommended by the Indian Ambassa-
dor at Washington, the view of the location of the house, the state
of maintenance and the possibility of appreciation in the value of
the house in course of time, was turned down being uneconomic.
Government had assessed the economic cost of the property between
$1,25 000 and $1,60,000. When enquired whether there were any
prospects of buying a house for $1,60000 as suggested by the Min-
istry, the Ministry of External Affairs have in a note stated as
follows: — :

“This Ministry had worked out economic cost as US $2,70,000
in January. 1978 on the basis of market rental of US
$18,000 per annum. The Financial authorities, however,
fixed the celling as US $1,60,000. There was no prospect
of buying a suitable house for thig price in an appropriate
area.” ’

8. The Committee enquired about the particular formula that
was being followed by the Ministry of External Affairs in 1978 in
arriving at the economic cost and whethe; that was leahstlc The
Ministry have stated in a note as follows:

“There was no fixed formula as such but only some guidelines
were being followed. The concept was whether buying
the property would be more economic than investing the
amount so as to get a return in some other way. The
guideline was that 20 per cent (on account of mainten-
ance costs) was deducted from the annual rent and the

~ resulting figure capitalised at 8 per cent. After arriving at
the capitalised figure we had to consider inflation which
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would send up the value of the property, but perhaps not
of the cash invested in some other way; increase in rents
on the one hand and of maintenance costs on the other,
both of which are generally linked to the rate of inflation
as also the age of the building which will determine how
much life it had left and therefore at what rate deprecia-
tion should be applied”.

9. It is to be noted that in March 1982 the Ministry of External
Affairs sanctioned ¥ 7.50.000 for the house acquired by the Mission
in 1982 even though the econcmic cost worked out (according to the
Audit Para) only to $ 2,40,000. The Committee enquired how this
deal was considered reasonable and what was the basis for this decision.
The Ministry of External Affairse have, in a note. stated that although
the economic cost of purchasing a house for Consul General’s resi-
dence was worked out by the Ministry at US $6,40,00 on 30-6-81.
the Ministry of Tinance. however, fixed the ceiling for the purchase
at US § 5,50.000 on 3-7-¢1,

10. The Ministry have stated that “as no house could be purchased
at this ceiling, the Property Purchase Team recommended a ceiling of
US S 7.50,000 keenmg all the relevant factors in view. This recom-
mendation was accepted by Secretary (Revenue) on 18.3.82 on the
ground that no switadle house for the Consul General was likely to be
available for rent for less than US $ 5500 p.m. It may be mentioned
that this price was within the price of US $ 7,75,000 as assessed in
the appraisal report of the property.”

11. The Counsul General is an officer of grade IIT of the Indian
Foreign Service in the Pay Scale of Rs. 2500--2750. The Committee
have been informed that the plinth area for the residence of the Head
of Post is usually approved around 500 sg. mts. The area of accom-
modation then rented for use by the Consul General was 1661.75 sq.
ft. The constructed area cf the house proposed to be purchased was
stated to be 2100 sq. ft. and the present Government owned accom-
modation under occupation bv the Consul General is said to have a
built up area of 4595 sq. ft.

12. The Committee have further been informed that the residual
life of property was estimated in 1982 as 55 years. The total expendi-
ture incurred in repairs from 1982 to June 1985 is US $ 9701.9.
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B. Purchase of residential building for Indian Mission in Dublin

13. The Audit Paragrzph® has brought out that at the instance
of thg Ministry of External Affairs the Indian Mission in Dublin sent
in November 1977 a proposal for the purchase in auction at an esti-
mated value between £ 80 to 90 thousand of a residential building
(4000 square ice: plinth area) which had been used as Embassy
residence for about six years till 1974 in view of its vicinity to Chan-
cery, its suitability for embascy residence and its location in diplo-
matic-cum-residential  coleny. The Ministry did not agree to the
proposal owing to financial consraints during 1977-78. The building
was sold away in auction for £ 1 lakh on 16th November, 1977.

14, The Mission continued to send proposals for purchase of other
buildings indicating, infer alia, that the prices of properties were going
up. The Minisity allowed in February 1978 the Ambassador to go
upto £ 1 lakh in his negotiations for the purchase of a house.

I5. In August 1978, it wus decided to purchase some other build-
ing having built-up area of 2,933 square feet for use as Ambassador’s
residence. The puchase was finalised in Oc.ober 1978 for £ 1.25
lakhs with the approval of CGovernment. The value of this property
had been assessed at £ 1 lakh by the architects.

16. The Missision also incurred £ 6250 (Rs. 0.98 lakhs) on rent
for Embassy residence froni 16-11-1977 to 13-10-1978 which could
have been avoided had the building been puichased in  November,
1977.

17. Thus failure to purchose the building proposed by the Mission
in November !977 resul ed in additional avoidable expenditure of
Rs. 7.10 lakhs (Rs. 2.61 lakhe for higher cost of building, Rs. 1.97
lakhs for repairs, Rs. 1.54 Iakhs for cost of dining room and Rs. 0.98
lakh for rent of Embassy residence) in purchase of a building with a
lesser plinth area.

[8. The Ministry stated (October 1983) that the first proposal for
purchase of property was received on 7th November 1977 and deci-
sion was needed by the Mission by 15th November 1977 and since
there was no time to obtain the requisite reports, estimates etc., the
Ministry did not have a complete proposal or definite offer before i
which could form the basis of a valid decision and that the Integrated

*See Appendix IT e=7
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Finance cr e Ministry of Finance would not have agreed to the pur-
chase of proper.y about whose structural soundness or market value,
necessary assessment were not available. It was further stated that
as there were several other property purchase proposals under con-
sideration which were likely to be approved, funds could not be ear-
marked for the Dublin prooe:ty in November 1977.

19. It is, however, observed that against the Budget provision of
Rs. 486 iakhs for construction and housing during 1977-78, an
amount of Rs. 158.33 lakhs only was utilised during that year and
there was no constraint of funds during that year for the purchase of

building.

20. it is also to be noted that the proposed property had earlier
been occupied by the Mission as Ambassador’s residence for 6 years
and the details of property and its conditions were very well known
to the Ambassador and the Ministry.

21, In a note furnished tc the Committee, the Ministry of External
Affairs have added in this regard as follows:

“There was no certainty about the price, as the pr operty was
required to be purchased at an auction. Anyhow, the
proposal was cxamined with promptitude in the Ministry
and in the absence of availability of structural soundness
report, the Ministry called for some information from
the Mission about the year of construction of the build-
-ing structural soundness and estimates of repair|renova-
tions.  The Mission replied that the building was cons‘ruc-
ted in 1868 and added that though it was known to be
structurally sound but the final verdict could be given
only after survey by a reputable firm of surveyors. Tt would
be appreciated that in the absence of structural sound-
ness report it would have been unwise to purchase the
building particularly at an auction. - On receipt of fur-
ther proposal frem ‘he Mission, it was decided to pur-
chase another building to house the embassy residence and
the purchase was finalised in October 1978 for £ 1.25
lakhs. It may be mentioned that our Ambassador at
Dublin was assisted in the negotiations for. the purchase
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of this building by two senior oflicers as follows from
the HCI, Londos:: ‘
(1) Financial Advisor.

(2) First Secretary (P&M) ;
The team was engaged into active negotiations with the
owner who finally agreed to sell the properly for £ 125
lakhs as against £ 1.275 lakhs, which he had originally
demanded. It may be relevant to mention here that the
carlier Ambassador’s assessment was that the owner may
not come down any where below £ 1.27 Jakhs. This
position was explained by Additional Secretary (AD) to
Secretary (Expenditure). The Financial Advisor (MEA)
recommended > purchase, which was agreed to by
Secretary (Exn.) cn 2-9-1978. 1In view of this it would
be observed that oll efforts were made to purchase the
property at the lowest possible price”.

22. It was explained by the Secretary, Ministry of External Affairs
during evidence that this proposal from the Indian Mission in Dublin
was not in response to any specific offer in this regard, but a general
circular had been issued by the Ministry in 1976 inviting such pro-
posals.

23. It was pointed out during evidence that both with regard to
Dublin and San Francisco a rigid and unrealistic approach had been
followed by the Ministry resulting in patent loss. With regard to
Dublin, it was pointed out that the plea taken was tha: of financial
constraint and yet the funds were available and morée than a crore of
rupees were surrendered at the end of ‘he year. The Secretary,
Ministry of External Affairs cxplained as follows:—

i the property for the residence of the Ambassador in
Dublin, which was a rented property, was put up for
auction. When the Ministry was informed about ‘he
auction. there were initially only three weeks available.
When. the proposi! came, the budget provision of Rs. 2
crores had already been committed for variovs other pro-
posals under consideration. The property situation being
volatile, it was difficult to predict when it will become
available and at what price and how quickly the deals will
be finalised. The Government had also to satisfy itself
about the suitability of a building its structural soundness.
the economic cost, clean and legal title and the market
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evaluation before it could finalise its own position. Hence,
the funds which are earmarked for a particular property,
may remain unutilised at a moment of time if the para-
meters do not fully meet our requirements,  Therefore,
though it may appear that funds were not available for
a particular proposal at a particular point of time, funds
might have to be surrendered at the end of financial year
since some proposals could not be approved.”

24. During evidence the Secretary, Ministry of External Affairs
stated that the purchase of the Dublin building under consideration
would not have been an economic proposal. He elaborated:

“From July, 1977, the Embassy was putting up in a rented
house at a monthly rent of 460 pounds. The lease was
to expire on 30th June, 1978. According to the indica-
tion the lease of the house would not have been renewed
on expiry and an alternative accommodation would have
cost 600 pounds per month. It was, therefore, felt that
a purchase of a house at a cost of 76,000 pounds would
be economical to the Government. The Embassy, on the
other hand, had indicated that the proposed property may
fetch between 80-90,000 pounds when it was put up for
auction. The estimated cost was in excess of what was
considered economical and besides, there was alsp no gua-

rantee that we could clinch the deal in auction even at
90,000 pounds.”

25. It was pointed out during evidence that when the proposal
was sent by the Embassy at Dublin for purchase of building on 7th
November asking for decision by 15th November there was no un-
certainty about the Embassy purchasing it in auction and therefore
a clearance could be given to the Embassy to purchase it if it was
worthwhile and upto a specified limit, As regards structural sound-
ness the Ministry could have relied on the Embassy’s report ag the
person on the spot could be the best judge. The Secretary- Exter-
nal Affairs replied as follows:-—

“One factor is there is much shortage of time. Unless we
have adequate time we could not have been able to give
them sound instructions, We may not be able to judge,
sitting in Delhi, the question of structural soundness of
the property. But, at the same time, it would be appre-
ciated that the Embassy is also not in a position to tell us
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about the structura] soundness because this is a very
highly technical matter and the Embassy is hardly quali-
fied, unless they hire a team of engineers of architects

to say it.” ¥

The Secretary added:—

\

“The aiﬁiculty comes because it is'a matter of exercising

one’s judgement. It is true that the man on the spot is
the best judge provided he is also ‘qualified to pronounce
upon matiers whith are not in this mormal range of acti-
vity, that 1s buildings, soundness, their foundations, their
life and yarious other things. If we give him instructions
which were not carefully thought out, it could have led
to infructuous use of public funds, Therefore, we thought
that it was better first to call for this structural soundness
report and then give him the necessary instructions...
in some cases, the structural reports are available. For
instance, in our High Commission in London, we have
an engineer to do that. . He talks to us on the te]ephone
also. So, we are able to take a decision quickly.”

26. When pointed out that the structural report was duly sent by
‘the Dublin Mission, the Secretary, Externa] Affairs stated LAl

“It did not come at that particular time and this is what we
are trying to explain. The existing rules would not have
- permitted that. Of coursé, we were working in very tight
time frame in which severdl other agencies and the deptts.
of the Government of India had to be consulted. This
was the problem I had explained in our submission on 3rd
January, that is, the case of the property in Jakarta and
Tehran was under consideration, There was in fact the
constraint on funds about this particular job. For
Tehr an, it was Rs. 2.83 crores; for Jakarta, it was Rs. 2. 25
crores.’

27. The Secretary, explained to the Committee * during evidence
that the Dublin building in question was actually — occupied by the
Mission_earlier, till 1974. '

1620 LS—2.
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* 28. While requesting for approval to participate in auction of this.
building, the Ambassador at Dublin had sent the following telex mes-

sage on 7th November, 1977:— 3

“The lease of my present residence started in June, 1978; it
has not been renewed. Meanwhile, the Halsbury Road
House which used to be the Ambassador’s residence in
1974—about which the relevant papers are in the Minis-
try—is available. It is a lovely house, most suitable for
accommodating us, for an Embassy residence and less
than two miles from our Chancery.”

| 29. Another telex issued by the Ambassador on 7th. November,
1977 says that:

“Despite the short notice we must be most grateful it by the
morning of Tuesday, the 15th November, it is cleared.
We can go upto £ 90,000 in the auction, despite the
assurance that the house will be occupied some time next
year and some period is required for renovation and
repairs.”

30. When pointed out that the decision to purchase another build-
ing was taken in August, 1978 and that it had actually been possible
to finalise the purchase within a period of 3 months, the Secretary
stated:—

“It depends upon the situations. We have also to go by the
technical advice. There may be different situations.”

31. It was pointed out that the Ministry was asking for structural
report only after a proposal is sent to them. This being a time con-
suming process, the Committee enquired, how in many cases it had
been possible to dispose of cases within fifteen days. The Secretary
replied: .

“When the proposal from the Mission is self contained and
contains all the information needed we are able to take
a decision very quickly, As I have already mentioned
to the Committee earlier, we have to make sure that we
do not take a hasty or a wrong decision. If we are able
: to get all the facts together, if the information is not lack--
g ing, we take a decision in about ten days time.”
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X He added:

# ° “Mr. Chairman, one has to exercise one’s judgement. There
4 is no substitute for that. There is no method by which
one can dispense with that quality of an officer. If we
know that the proposal is objective and good, we agree
to it. If we think that it is a frivolous proposal we may

not agree.”

. 32. In this connection, a statement was furnished to the Com-
mittee showing the dates of proposal received by the Ministry for
acquisition of properties for the Missions abroad and the dates when
they were finalised alongwith prices quoted and the costs finally in-
curred during the last ten years as also age and residual life of the
buildings. Analysing the statement the Secretary stated that there
were two cases where the time taken in taking the decision was one
and a half years, in two cases it was one year, in four cases the time
taken was nine months and in five cases it was eight months. He
added that in 21 cases the time taken was one month and in some
cases it was two weeks and in two cases it was just one week.

33. It was pointed out during evidence that in the case of Dublin-
purchase while the proposal for purchase of the building costing
80—90 thousand pounds was rejected, funds to the tune of Rs. 3.79
crores remained unutilised out of Rs. 80 Rs. 5.38 crores allotted
during the year for this purpose. The Committee enquired if this
would be considered a lapse and responsibility for this lapse would
be fixed, the Secretary stated:—

g We will look into this and let you know.”

34. In a post evidence note the Ministry have clarified the posi-
tion as regards financial constraints as follows:

“The proposal for the purchase of residence for the Ambas-
sador in Dublin was received by telex on 5th November,
1977. Mission had indicated that the property may fetch

~ between £ 80,000 to 90,000 when it was put up for the
auction on 16th November, 1977. The proposal was
considered by Ministry and the Mission was informed by
telex on 15th November that ‘owing to financial cons-
traints, regret unable to authorise participation in the
auction’. PR - gy

The Budget allocation for the 1977-78 under capital outlay
was Rs. 2 crores.  Against this, by July 1977, a sum of
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Rs. 80 lakhs was already committed. Keeping in view
the proposals then under consideration, the Ministry had
. approached the financial authorities for enhance-
 ment of Budget allocation by 4 crores. However
the Ministry of Finance agreed on 2-9-1977 to
grant only 1 crore extra bringing the total provision
to Rs. 3 crores. This was the position when the proposal
for the purchase of Embassy Residence was received on
5th November, 1977. At the same time there was a pro-
'posal under consideration for purchase of a Chancery
building in Tehran costing about Rs. 2.30 crores. Keep-
ing in view the political and other considerations, Tehran
" propasal was given high priority. In fact, the proposal to
purchase the Embassy residence in Tehran was approved
on 14-11-77. Therefore, the position conveyed to Em-
bassy of India, Dublin, in telex of 15th November that
the proposal cannot be agreed to because of financial con-
straints is correct. With the approval of the Tehran pro-
posal, the entire provision of Rs. 3 crores was committed.
The decision to turn down the Dublin proposal was, there-
fore taken on them basis of the financia] position in Nov-
ember, 1977.”

Structural Extension of the Dining Room of the Dublin Building.

35. The Audit Paragraph has brought out that in 1980, our
Mission at Dublin suggested structural extension of the dining room
of the Embassy residence. = The Minis‘ry cleared this proposal in
April 1982 at a cost of £4,500 quoted by 2 firms in June 1981 and
instructed that the work might be awarded after following the normal
tendering procedure. By thig time, however, the quotations received
in June 1981 had expired and the firms declined to maintain the quota-
tions. Without inviting any fresh quotations, the Mission awarded the
work to a private individua] ‘R’ whose qualifications, antecedents and
business status were not ascertained, completed the work in December
1982 to the Ambadssador’s satisfaction at a total cost of £4,232 and
his bills were settled in full without obtaining any structural sound-
ness report from any qualified architect.

36. The next Ambassador to Dublin discovered in June 1983 that
the ceiling of the extended dining room was sagging and that there
were some serious structural defects leading to continuous water logging
etc.. Two reputed firms of architects who were, retained to examine
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and report on the work done by ‘R’ stated that (i) construction was
not according to local bye laws; (ii) sub-standard material had been
used in building the extensions; (iii) the work was structurally —un-
sound; and (iv) no damp proofing had been done by the builders.

37. When approached by the Mission to have the defects caused
by his poor workmanship etc. rectified, at his cost, ‘R’ remitted £ 750
to the Mission. Efforts for further recovery of £ 3482 (£4232—
£750) proved futile (May 1984).

38. The Ministry sanctioned (December 1983) a further amount
of £8500 for repairs of the dining room which would mean total pro-
jected expenditure of £11982 (Rs. 1.54 lakhs) on the dining room
resulting in likely extra expenditure of £7482 (Rs. 0.96 lakh) com-
_ pared to the cost of £4500 approved by the Ministry in April 1982
for extension ci the dining room. The avoidable extra liability was
due to (1) failure of the Mission to assess the requirement properly in
the very beginning; (2) to comply with -the procedural requirements
laid down by the Ministry for selection of the builders; (3) to verify
‘R’s antecedents before the award of work to him; and (4) to obtain
structural soundness report before settling ‘R’s bills.

39. The Committee enquired why the Ministry of External Affairs
took about 11 months to clear the proposal for extension of a dining
- room in April, 1982 although the cost of the extension was quoted by
two firms in June, 1981; and whether it was known to the Ministry
that the quotations for the job were to expire by a particular date.
The Ministry of External Affairs have stated in a note that:

“When the proposal for extension of dining room was received
from the Mission in July 1981, accompanied by two
quotations of June 1981, it was not indicated in the
quotations that these were valid only upto a particular
date. However, the proposal for extension of dining room
was examined in consultation with Integrated Finance
who advised that we should call for comments from the
Financial Advisor and First Secretary (P&M) in the High
Commission of India, London because they had assisted
the Ambassador in the purchase of the residence and were
well conversant with the building in question. The matter
was accordingly referred to High Commission of India,
London and, on receipt of their reply in October 1981,
certain clarifications were sought from our Mission
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8’;.\‘ il _ . in Dublin, On receipt of these clarifications from our
o el v Mission in December 1981, the matter was again takeam
0 up with Finance Division on 16th January 1982 and
F final decision was received from them on 19th April,

1982. This was communicated to the Mission on 26th
2 April, 1982.”

40. Asked why the proper procedure could not be followed by
the Mission in attending to the work of construction of the dining
room when the Ministry had instructed them to award the work after
following the normal tendering procedure, the Ministry have stated in

a note that:

“The regular contractors refused to do the job within the quo-

U g tation given by them in June 1981. However, the then
P ik Ambassador decided to entrust the job to Messrs Robert
AT Camobell who had already done some painting work in

R the Embassy Residence.”

41. The Committee enquired about the procedure laid down
in regard to selection of builders for additions/alterations work at the
Embassy and other such buildings. The Ministry of External Affairs

have stated in a note as follows:

“The selection of builders for additions|alteration work in the

o ¥ government owned building is done by Missions in accor-

"% « _  dance with local practice and depending on the nature of
alterations|additions™,

42. The Committee enquired about the procedure laid down for
verification of antecedents of builders for such works. The Minisfry

have stated:

“The verification of antecedents of builders for such works is
also done by the Missions through local contacts available

to them.” <[k

43. Asked whether these procedures were followed in the present
case, the Ministry have stated:

“We have no reason to believe that the procedures were not
followed in the present case”. :
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44. The Committee enquired whether the Mission approacﬁed th.e
established firms for undertaking the job and also to specify their
names. The Ministry have stated:

“The Mission approached Messrs. Hobson Brothers Ltd. Dublin
and Messrs, P. P. Brunell Construction Ltd., Dublin.

45. The Committee asked the Ministry to furnish - details of the
agreement entered into with the firm ‘R’, bringing out the main stipu-
lations. The Ministry have stated as follows:

“The details of estimates: given by ‘R’ were approved by the
then Ambassador. However, no formal agreement was
entered with him”.

46. Asked how the Ambassador arrived at the conclusion that
the work done by ‘R’ was to his satisfaction, while settling his bills
amounting to £4,232 in full, without obtaining any structural sound-
ness report from any qualified architect, the Ministry of External
Affairs have stated in a note:

“It is difficult to say anything definite about it. However,
the then Ambassador must have consulted his colleagues
in the Missicn about the quality of works completed by
‘R’ (Messrs. Rober Campbell) and settled the bill after
satisfyinig himself. It is not usual for a Mission to call
for a structural soundness report on repairs work amount-

ing to £ 4,232 only, unless the Mission has prima facie
some doubt about the quality of work”.

47. The Committee enquired as to when Mr. ‘R’ was contacted,
what efforts were made to recover the balance amount and why it
was considered futile to make further efforts in this direction. The
Ministry have stated in a note that “Mr. ‘R’ was contacted in writing
on 21st June 1983. The Mission’s solicitors also wrote a number
of letters to Mr. ‘R’ but the latter did not reply. One of solicitor’s
letters dated 20th March, 1984 was received back by him from the
local postal authorities with the remarks “gone away to the States,
No forwarding address”. In view of this and also in view of the
advice given by the Mission’s solicitors, it was concluded that it will
be futile and infructuous to pursue the matter further”.

C. Policy regarding purchadse, hiring and maintenance of property for
Missions abroad ;

48. The Government of India as on 1-7-85 owned 505 properties
abread in 69 countries; 44 were Chanceries, 54 residences of heads
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of missions/pos_ts and 407 were flats or‘houses for officers and staff..
The total amount that was paid for these properties was Rs. 47 crores.
Their market value would be much more.

49. The issues relating to San Francsisco and Dublin being rather
illustrative, the basic policy issues relating to accommodation for our
Missions abroad for residential and official purposes, are four-fold.
These are:

(i) Puorchase of built up property;

(ii) construction of properties;

(iii) renting of accommodation and

(iv) policy on repairs and maintenances.
Purchase of built up properties

50. The Committee enqu1red about the policy.of the Govemment
for outright purchase of official/residential buildings by our Missions
abroad. The Ministry of External Affairs have stated in a note that
it is Governmenti’s policy to purchase built-up property abroad,
wherever economically feasible, rather than retain rented accommo-
dation. However, economic justification is not the only considera-
tion before a deal is approved by the Government. A number of
factors such as physical suitability of the premises from residential/
functional point of view, security and location eic. are also taken
" into account.

51. Detailing the policy evolved over years, the Ministry have
stated in a note to the Committee that prior to 1976-77, a modest pro-
vision was made in the Budget of the Ministry of Works & Housing
for the purchase of properties abroad. From that year onwards, the
provision was transferred o the Budget of the Ministry of External

Affairs.

52. Since 1976 the Ministry has issued circulars highlighting the
need for purchasing built-up properties in terms of long-term eco-
nomy and requesting the Missions and Posts to send concrete pro-
posals.

53. In the initial stages, after the establishment of the Ministry
of External Affairs, due to financial constraints, as also relatively low
rentals, we had been hiring accommodation. As the size and number
of our Missions abroad increased and rentals went up due to infla-
tionary pressures, particularly after the 1973 oil crisis, the need was
felt to invest in real estate with a view to cutting down long-term
expenditure on rentals.
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54. The number of properties that can be purchased in a year is
limited to the budgetary allocation for that year. It is hardly pos-

sible to anticipate at what point of time and from where suitable pur-
chase proposals would come. At the same time, the number of pro-
posals that can be approved in a year is limited by the budgetary
allocation. However, sometimes, because of the unforeseeable local
factors, the funds earmarked for a particular proposal remain un-
utilised at the end of year and have to be surrendered,

55. Regarding purchase of built up properties abroad the Secretary,
External Affairs stated during evidence that construction of buildings

abroad for embassies and residences for officers and staff was desir-
able in view of the importance of diplomatic representation in various
countries. Experience has, however, shown that it was a time-con-

suming process and involved a very substantial capital expenditure.
At the same time the world wide spiral in rentals takes a large chunk
of the annual budget allocated to our missions and posts abroad. This
made it imperative to purchase built up property so that sizeable
foreign exchange is saved in the long run. The Ministry therefore
adopted the policy of purchasing properties abroad wherever they
were available provided certain basic conditions were satisfied. The

Committee were informed that in East Europe foreign diplomatic
missions were not permitted to purchase properties. In any case rental
structures in these countries were reasonable. In some countries,
for instance, in the Gulf countries built up properties could not be
acquired. The rents in these countries were also very high. We
have to build in the diplomatic enclaves earmarked for this purpose.
In such cases the policy was to buy land and build our own accom-
modation. In Africa it was very difficult to procure built up pro-
perties because buildings were not available. The procedtre for pur-
chase of properties for diplomatic missions also varied from country.
to country. In some countries the procedure was very time-consum-
ing requiring clearance from various authorities and taking anywhere
from 6 months to a year. The Secretary, External Affairs explained
that some years ago we limited ourselves to selected stations abroad
where the rentals were exceptionally high. Now we were not averse
to any worthwhile proposal provided some basic conditions were met,
In general real estate values appreciated over a period of time. There
were also countries where they more from year to year or even from
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.month to month. It therefore depends on local conditions such as
the local currency, laws of supply and demand and even purely spe-
‘culative forces. The Secretary added that basic conditions which the
Ministry wished to satisfy itself before properties were purchased
were to see whether it was prima facie economical to continue rent-
ing or to go in for purchase. Since various elements that go into the
real estate were extremely complex to analyse, the economics worked
out as per the guidelines is only an approximation. However, if the
price demanded for the proposed property was less than the econo-
mic cost there was a prima facie interest in the property and the
mission was asked to send two reports: (i) the structural soundness
report; and (ii) the market evaluation report from reputed architects
or appraisers. Since getting these reports usually costs money—the
missions are not encouraged to send these reports along with propoc-
‘sals unless there was a great deal of urgency or the proposal Wwas
extremely attractive.—If the cost of the property is found by the
Head-quarters to be economic and funds are available the purchase is

pursued,
Construction of buildings for Chancery/Residences

56. As already stated, there are several stations where suitable
built-up property is not available. The Ministry have stated that in
such cases the Ministry acquires land and gets the construction of
suitable buildings done through the appointment of Indian or local
architects. Indian architects are generally appointed for the bigger
projects. While some projects have been awarded to CPWD, other
projects have been awarded to private Indian architects.

57. The Secretary, Ministry of External Affairs informed the
Committee that during the last ten years they had acquired plots of
land in various countries under various conditions, One was on re-
ciprocal basis as in Abu Dhabi, Kuwait and Moscow are on lease
from Government of the country concerned as in Dubai, Islamabad
and Canberra; then by purchase as in Kuala Lumpur, Colombo.
Jakarta and New York. Then, as a gift of land as in Brazilia where
a new capital] had been set up.

58. The Ministry of External Affairs have furnished a statement
showing the plots of land purchased by the Indian Missions abroad
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An extract of the statement is given below:

S.  Name of Mission/Post Date when purchase  Cost finally incurred
No. was finalised
1. Abu Dhabl - o . 9-5-1984 Reciprocal basis
‘. Aden ., o' el iie ' e 1-11-1083 Acquired from Govt, of Yemen
(PDR) on lease & payment of
ground rent
3. Kua.la'Lumpur . . .  April, 1984 M § 21,04,116
4. Banmgkok (Two plots) 1-7-1974 Rs, 1.88g million
1-7-1976 Rs, 2.15 million
Bean . . . o July, 1982 Rs. 42,02,912.00
Colombg . . . . o6-1977 Rs, 5,07,936.00
9. Doha (Seven plats) . . November, 1082 Allotted bv Gavt, of Quatar
; (Possession yet to on 60 year lease basls
be taxen)
8. Dubal . . . 9-5-1984 Reciprocal basis
9. Islamabad . . . 1I-12-1g80 Rs. 18,68, 333.34
10, Kuwa,it 5 S . 1974 Reciprocal basis
11, Lilongwe - v s
5!) One plot 5-9-1977 Rs. 4,27,500.00
ii) Two plots 22-4-1980 Rs; 1,61,682.89
12, Riyadh . o o October, 1982 Reciprocal basis
{i) One plot
(i) 16 plots . 7-3-1983 Acquired from Govt, of Saudi
Arabia on Lease Rent of SRLS
230454 for 5 years’
13. Jakarta(oneplat) . o March, 1978 Rs g4,28,522.94
14. Canberra . 3 - o 4-1-1978 Onr g9 year lease hold basis on
an annual rent of Australian
dollar 2600/-
15. Lusaka & . . o I-3-10974 Rs, 77,111.97
16, * New York o o « 28-7-1930 US § 9,90,000

59. From this statement it is seen that Government of India has
acquired plots of land at 16 places for construction of chancery build-

ings and residences.
3 places.

Of these, construction has been completed at
Government has invested about Rs. 3 crores on acquisition

of 12 plots and acquired 29 plots of land on reciprocal basis, long term

lease ete.

60. The Commitiee were informed during evidence that construc-
tion of properties was a complex problem which involved drawing up
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of architectural plans, designs etc. and a number of agencies  were
involved in this. A panel of architects was drawn for the purpose
by the Architects Selection Committee of the Ministry of External
Affairs, headed by the Secretary of that Ministry.

61. The architect alongwith another person was allowed to visit
the places where such buildings were to be construé¢ted 'at Govern-
ment cost. The two-man team was given Rs. 50,000 for examining
the site and local conditions. Then a panel of interior decorators
had also to be selected. Attempt was made to give the embassy
buildings an Indian touch. Security problem was also taken into
consideration.

62. The Committee have been informed that the Ministry have
now about 15 projects in hand. In each one of them the cost is at
least Rs. 1 crore or above. They are stated to be in the pipeline and
at different stages of planning and construction. But this had been
reduced to Rs. 25 crores because of economy drive and budget cuts.
That necessitated redefining priorities and go slow on some projects.

63. The Committee enquired if there was any need to go slow as
the Ministry had been consistently surrendering funds allocated to
it during the last eight years. The Secretary, Ministry of External
Affairs responded:

“But what we have done now and I would like to assure this
to the Committee that we have drawn up a list of priorities
and we have set up a monitoring mechanism in the Minis-
try of External Affairs which will monitor the progress of
work and expenditure on a monthly basis. They will

" be reviewed and if it is found that we cannot spend planned
amounts, then we shal] try to have the alternative pro-
posals ready so that properties can be purchased in ready-
made conditions subject to, of course, if they are being
suitable, meeting the usual procedures. Tt has to be appre-
ciated that even purchases may not be possible due to one
reason or the other. However an effort has been mounted
and it would be our endeavour to ensure that funds are
used more speedily, more effectively by retaining certain
amount of flexibility”.

Hiring of accommodation

64. As per conditions of their service, IFS personnel are entitled
to rent free accommodation while posted abroad. The scale of accom-
modation for various categories of officers has been laid down in the



21

IFS (PICA) Rules. Accommodation for Chanceries and Heads of
Missions’ residences is decided on merit. It is the policy of the Mi-
nistry to hire cheapest accommodation within the entitled scale and
subject to its suitability. Generally all proposals of the Missions in
this regard are cleared by the Ministry. However, Heads of Mis-
sions have delegated powers to authorise = continued leasing on
the conditions earlier approved by the.  Ministry.

65. Total annual rentals of buildings/residences for our Missions
abroad for the financial year 1983-84 and 1984-85 are broadly as
follows: —

During 1933-8¢ — Rs. 13,64,60,040
During 1984-85 — Rs. 16,23,30,029
The above payment was in foreign exchange.

Except in case of Nepal and some countries of Eastern Block of
the Rupee payment area vz, USSR, Poland, Czechoslovakia, Roma-
nia and GDR, where the rentals are paid in Rupees Payment of
rentals in Rupees was as follows:

During 1983-24 — Rs. 1,32,30,488
During 1924-85 — Rs. 1,37,80,762
66. The position as regards the rents pre\}ailing in Eastern Europe
vis-a-vis the rents prevailing in adjoining countries, i.e. West Ger-
many, France, UK. etc, is as follows:
(A) Eastzrn Europe

Station/ Counfry i First .. Assistant
: Secretary
(figures in Rupees.
per month)

1 Berlin & / . 5 . 4 I 4,1 83.00 1,408.0)
GDR

2 Belgrade \ . - . 4 5 . 7,244..00 2,840.00
Yugoslavia

3 Moscow S d g . . . '5,831.00 2,711.80
U.S.S.R.

4 Bucharest . o . . : 5 *6,752.00 2,840.00
Romania :

5 - Prague ; g : : At ,251.00 2,352.00
Czechoslovekia

6 Sofia . s A . ’ : . 12,013.00 5,230 .00
Bulgaria

7 Budapest 2 2 : G S : 3,943 .00 3,675.00
Hungary

8! Warsaw s : 5 . 5 . 12,043.00 5,788 .co
Poland .

# For Secoad secretary, there is n post of First Secretary in these Missions



(B) Western  Euroge

Stakion/Country % First Assistant
ecretary
Fxg:rs in rupccs
....per manth)

1 BFmIl{nG . . . . . 8,323.00 3,7 96.00
2 g‘ra:x:ce . 3 : . < . : 12,375, 00 7,500 .00
3 Iﬁ?nlg?n . C : . . . *11,610,00 3,483 .00
4 };V}?télcrhn < . . . #%*10,962,00 5,438.00
5 X::::rx:;x - . . . s 13,588.00 4,705.00
6 gxfr’i]tcz‘:land . ¢ . s 3 17,982.00 8,771.00
7 mahn& . . . . . 7,017.00 4,517 .08

* Since there is no First Secretary accommodated in a rented accommedation, the rental
paid for a Counsellor has been given,

## This is the rental paid for the Consul Geaeral (with a basic pay of Rs. 2500/-p.m.) since
there is no other representational grade officer in West Berlin,

67. The Committee were informed during evidence that all pro-
posals for hiring for our Missiong abroad were cleared by the Min-
nistry; that is, an officer departed from India only after getting ac-
commodation clearance signal from the Mission. This was done
in order to avoid infructuous expenditure of putting him and his
family up in hotels which are very costly and therefore it was pre-
ferred to send them only when the accommodation was ensured.
The Secretary, External Affairs stated that under the delegated
powers for the Heads of Divisions, the Joint Secretary (Establish-
ment) was authorized to approve proposals for hiring of accom-
modation upto a rental of Rs. 7,500 per month in every individual
case. These proposals were then cleared by the Integrated Finance.
In the case of continued renting with increased rentals, the Mis-
sions sent the proposals justifying the increase, cost of living index,
devaluation of the local currency, etc. In some socialist countries
where the sole agency for hiring buildings was the local Govern-
ment, whatever rent they -demanded, the Ministry had no option
but to agree to such proposals. He added, however, that invaria--
tly these rentals were reasonable,
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68. But in some countries, they were exceptionally high. An
example of high rent was Beijing. But the general situation was
that rentals all over the world were on the increase. In New York
the rents had been going up especially in Manhattan area, The
Secretary stated that it was for this reason that they were going in
for purchases. He stated, however, that it was not possible to pur-
chase or build property in all countries both for economic reasons
and also because in some countries it was not preferred to acquire-
immovable property due to unstable conditions there. He informed
the Committee further that in Paris and London a number of plots
and buildings had been purchased by our Mission. In New York
already a number of buildings had been purchased.

Perspective plan to acquire properties abroad

69. The Commiltee desired to know whether the Ministry of
External Affairs had formulated any perspective plan for the ac-
quisition of properties. They have stated in a note as follows:

“The purchase of built-up properties abroad is subject to the
availability of suitable properties as per accepted guide-
lines. At present there is no perspective plan for the
acquisition of properties abroad. The matter is, however,
under active consideration”.

70. During oral evidence, the Committee desired to know the
details of the future plans, if any, for acquisition of properties con-
sidering the importance of particular places where diplomatic mis-
sions already exist or even taking into account the diplomatic mis-
sion that will be opened up in future, types of properties which may
be required in such places. The Secretary, External Affairs stated
in reply:

“This is a valid question. We have been certainly thinking
about this also, We have to balance two factors. One is
your own idea about the kind of ‘image’ or ‘projection’ of

. India 15 years or 20 years from now. There is a particular
kind of relationship which we have with various coun-
tries. Secondly, you have to consider what funds are
there. This is the second thing. To make the answer
brief, we have today in the Foreign Service 4550 officers
of various grades. 2150 of these—nearly 50 per cent—
are posted abroad. We are not thinking in terms of mere-
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quantities and numbers. Providing accommodation and
other facilities is becoming more and more expensive, . I
don’t think we would like to provide or we can provide
in the next 10 years or 15 years, all of them with Govern-
ment owned accommodation. That is not what our policy
is. That should not be our policy”.

71. The Secretary stated in reply to another qﬁestipn:
“We don't have station-wise Plan, if I may say so, it may

happen that we may not need that accommodation”.

72. It was pointed out during evidence that according to existing
policy it seemed that the Missions were going in for purchase wher-
ever rents were high. Questioning the soundness of this economic
calculation, the Committee enquired if there was a perspective plan
with priorities allocated to different countries for purchasing pro-
perties or in order to make fuller utilisation of allocations as also
to make a good hargain. The Secretary stated:

“I can very well appreciate your concern that there should be

a system of priority, there should be made some scale of
priorities. We will certainly do our best in tferms of
spending money -on the properties. If more funds are
available, we can draw up a long term plan straightaway,
but I do take note of your concern that we should have
a plan for priority and we shall endeavour to have it”.

73. The Secretary added:

....the Ministry is very conscious of the need ultimately

to reduce expenditure on renting by opting for a long-
term programme of purchase or construction of proper-
ties abroad. Heretofore this work has been done by our
Establishment Division. We have plans to strengthen
this Division by the addition of an officer of the rank of
Joint Secretary or Director who will be exclusively con-
cerned with our projects abroad. We have also set up a
task force to monitor the progress of expenditure on a
monthly basis and if we find that the progress is likely to
be slow for whatever reason, then we shall try to divert
these funds for the purchase of built up properties and,
therefore, we may at this stage call on Missions to make
proposals wherever attractive properties are available. Of
course, we will not make any commitment to them until
we have certainty that the funds are available.
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But all the preliminary stages can be gone through and the
lead time taken in making decisions reduced. We are-
very conscious of the fact that we have to provide suitable -
accommodation for officers, officers and staff if our foreign
policy is to have the kind of impact which we want. It
is important that the instruments for carrying out our
policies abroad are properly taken care of. There are .a
number of imponderables and you have to give accom-
modation to nearly 2,100 people in 138 Missions abroad.”

Maintenance of Government owned and rented buildings ..

74. In a note to the Committee the Ministry of External Affairs
have stated that the expenditure on maintenance of real estate/gov-
ernment owned buildings abroad during 1983-84 was Rs. 1,40.35,836
and the expenditure incurred on maintenance of leased/hired build-
ings abroad during 1983-84 was Rs. 1,04,08,997.

75. During evidence the Secretary, Ministry of External Affairs
informed the Committee that maintenance of buildings which were
either owned by the Government or there was a contractual obliga-
tion under the relevant lease agreements of the rented buildings,
was the responsibility of the Missions. He added that generally
speaking, repair and maintenance costing up- to Rs. 75,000 per

annum was the power delegated to the Head of the Mission. This
applied both to the residence of the

Ambassador and to the
Chancery.

If the building was less than 30 years old, then the de-
legated power was only for Rs. 50,000. For other buildings there
was a sliding scale. Far instance, in respect of other representa-
tional officers, the delegated power was upto Rs. 40,000 if the build-
ing was over 30 years old and Rs. 30,000 if it was under 30 years. He
informed the Committee further that maintenance and repair ap-
plied to the following main categories, viz. cleaning and civil re-
pairs, white washing, repair and maintenance of various

! systems
such as air-conditioner, sanitation etc.

76. The Secretary added:

“Proposals relating to the following items have to he referred
to the Ministry, viz., major structural changes, renovation
etc. For all such proposals from Missions abroad, seeking
prior approval of the Ministry for mainteriance and repair
not covered under the delegated powers is invariably
needed. Normally, submission of at least three quota-
tions is insisted upon. Awarding the work to the lowest
biddor can be waived by the Ministry only for cogent
reasons.” 3 s ' o

1620 LS—3
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77. The Committee were informed that in recent years assistance
of the Technical Wing of the CPWD was sought in sorting out
certain serious maintenance or renovation problems in respect of
properties abroad. Chief Engineer, CPWD, for instance, went to
- Canberra, Willingdon and Singapore recently to advise the Mission
on specific civil works being contemplated in those Missions involv-
ing considerable renovation. Another Senior Engineer of CPWD
visited Rangoon. This practice was proposed to be followed and
the Ministry hoped that this would lead to more effective utilisation
of funds.

78. When enquired if it was cheaper to send our enginers rather
than engaging the local people, the Secretary stated:

“Specially in neighbouring countries where large sums of
money are involved, we are now experimenting with this
procedure and it is proving very useful. Recently I was
in Islamabad. Though many of the larger Embassies have
their own compounds, they found it fit to employ their
own maintenance staff, for instance, UK. and Canada
Missions. They employ carpenters, the electricians and
telephone repair men. We have to do the same because
ultimately it is cheaper. At present, we have to depend
on local contractors. We are also thinking of some pro-
cedure. Since there is a ban on creation of posts, we are
unable to put this into effect but the basic idea is to have
your own maintenance.”

79. Two cases brought out in the Audit Paras under examination
show conclusively and un-answerably, the astonishingly unrealistic
and un-imaginative manney in which the administrative machinery
tends at times to function, The cases that are stated here give the
impression that while trying to be penny wise we have been pound
foolish. These cases are briefly stated in the paragraphs that follow.

80. A proposal for puchase of a residential building for the Indian
Consul General, San Francisco, duly recommended by the Indian
Ambassador in Washington, keeping in view thé location, state of

_maintenance and expected appreciation of value, in course of time
was submitted to the Ministry of External Affairs in January, 1978.
This building had been constructed in 1951 and its cost was indicated
as $2,75,000. Tts economic cost was assessed between $1,25,000 and
$1,60,000 by the Govt. In fact, two ‘different economic costs were
fixed for this house—one by the Ministry of External Affairs
($2.70,000) and another by the Finance Ministry ($1,60.000). On the
other hand the Consulate’s estimate of the reasonable purchase
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price was $3,00,000. It was pointed out that the rent paid for the
Consul General’s house was unrealistically low as no such house
was at that time available at that rent and therefore the cost com-
- puted on the rental paid would be unrealistic. This was turned down
by the Ministry of Finance. Several other proposals for the pur-
chase of a building for the residence of the Consul General were
subsequently turned down in the same manner. The admissible
cost ceilings for these buildings were raised slowly and reluctantly
frustrating the proposals. Against a propesal in August 1979 for
the purchase of a house for $4,50,000 the Government advised an
unrealistic ceiling of $3,00,000. Subsequently wheln the ceiling was
sought to be raised to $4,50,000 it was fixed at $4,25,000. For an-
other proposal in May 1980 for a house for $6,50,000 the ceiling was
fixed at $5,50,000 and then subsequently suggested between $5,50,090
to $7,50,000. Ultimately a building constructed in 1927 was bought
in May 1982 for $7,50,000. Significantly, its economic coest worked
out only to $2.40,000. Consequently, as contended by Audit, an
atiractive offer for purchase of a compartively new house for
$2,75,000 was lost owing to a rigid formula and unnecessary expen-
diture to the tune of Rs. 50 lakhs was incurred in this case (includ-
Ing the rent amounting to Rs. ¢ lakhs paid for the existing residence
during the intervening peried).

81. The other case which relates to purchase of a residential build-
ing for the Indian Ambassador at Dublin is also in the same tenor of
rigidity. A proposal was sent by the Mission for purchase, at auc-
tion, of a building at an estimated cost of £80 to 90 thousand in.
November, 1977. This building had been used as Embassy residence
for six years till 1974, and was considered suitable for residential pur-
pose in view of its vicinity to the Chancery and its location in diple-
matic-cum-residential colony. This proposa] was turned down for
reasons of financial constraint, inadequate time available for taking
a decision and absence of structural soundness report. However, in
another preoposal a ceiling of £1 lakh was permitted 3 months later
in February 1978 and a purchase at £1.25 lakhs was approved by
Government though the value of this house was assessed by archi-
tects at £1 lakh. Thus, as brought out by Audit, the failure fo
purchase the building in November 1977 resulted in additional avoid-
able expenditure to the tune of Rs. 7 lakhs.

82. Besides the financial constraints, the other explanations ad-
vanced by the Secretary, External Affairs, during evidence for re-
jection of the proposals made in November. 1977 for purchase of the
property at Dublin were: inadequate time for arriving at a decision
in this case, suitability, structural soundness, economic cost clear le-
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gal title and market evaluation. None of these reasons were sus-
tainable. A sum of Rs. 3.79 crores remained unutilised out of the
relevant budget head at the close of the financia] year. As regards
suitability and structural soundness of this building it may be
pointed out that this building had been our Ambassador’s residence
for six years and the existing incumbent of the post had strongly
pleaded for its purchase in his two telex messages. Inadequate time
available should not, in the Committee’s view stand in the way of
taking decisions. In fact there have been quite a few instances
where decisions nad been taken within a short period of even one
week.

83. The Committee find from the data furnished by the Minis-
try of External Affairs that out of 38 propesals received by the
Ministry over a period of ten years, in as many as 21 cases the
decisions were taken within a period of one month, in some cases it
was just two weeks and in another two cases it was one week. Fur-
ther, the plea taken in regard lo economic cost hardly holds ground
as in neither of the twe cases have the economic costs been adhered
to finally. The economic costs whether calculated by the Ministry
of Externa] Affairs or by the Miristry of Finance have been un-
realistic inasmuch as these were based on obsolete rentals. Sur-
render of funds to the iune of Rs. 3.79 crores mentioned ahove, in an
annual budget of Rs. 5.38 crores, and failure to accommodate other-
wise economical expenditure of Rs. 17 lakhs on purchase of property
at Dublin, is indicative of failure to perceive the proposal in its
. proper perspective.

84. The Committee, therefore, cannot but conclude that a rather
rigid and routine approach had been followed in application of pro-
cedures and guidelines for dealing with purchase of properties for
our Missions abroad. The Committee feel that property situation
being rather volatile, a more pragmatic approach needs to be fol-
lowed. The Committee would like that the policies and procedures
laid down in this regard should be reviewed to meet the situation
adequately and squarely.

85. The Committee wish to observe in this connection that a re-
alistic view is mot being taken in the matter of calculating the econo-
mic cost for the purchase of buildings for the use of our Missions
abroad. The Ministry of Finance/External Affairs have been adher-
ing to a formula to calculate the economic cost which has not heén
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-found practical. Economic cost has been arrived at on the basis of
rent being annually paid which is not always the market rent pre-
vailing at the time of purchase. The economic cost thus arrived at,
therefore, becomes undrealistic and it is for this reason that a num-
ber of proposals have been frustrated hoth in the case of San Fran-
cisco as well as Dublin. It is seen also that different costs have been
arrived at for the same buildings in the Ministry of External Affairs
and the Ministry of Finance. In the opinion of the Committee,
therefore, the procedure evolved in this regard should be reviewed
and a more practical cost formula evolved,

86. The Mission at Dublin had suggested structural extension of
the dining room of the residence of Head of the Mission in 1980.
The proposal was cleared by the Ministry in August 1882, 11 months
after the two firms sought to be engaged for repairs had quoted a
cost of £4500. It is not surprising that by this time the quotations
received in June 1981 had already hecome obsolete and the two
firms declined io undertake this job. It is also rather strange that
the Mission then awarded this job to a private individual ‘R’ who
had done some painting job in the Embassy residence earlier. Ante--
cedents of this individual as to his being qualified to undertake this
job were not ascertained. Although the job is stated to have been
completed seemingly to the satisfaction of the then Ambassador at
a cost of £4,232 the payments were cleared without obtaining sound-
ness certificate from a competent authority. No wonder then that
succeeding Ambassador discovered the roof of the extended dining
room sagging and some other serious structural defects, The contrac-
tor ‘R’ failed to rectify the defelcts and had reportedly left the coun-
try . He, however, remitted £ 750 to the Mission out of total pay-
ments of £4232 made to him. Consequently an aveidable
exira expenditure of £ 7482 had to be sanctioned to rectify
the defects. The Committee are not happy at the casual
handling of the job relating to extension of the dining room of the
Ambasador’s residence at Dublin in the Ministry as well as in the
Mission, resulting in avoidable extra expenditure. The Committee
are surprised that no attempt has been made to fix the responsibility.
The Committee weuld like the Government to review and streamiine
the procedures involved in undertaking repairs etc. in th buildings
owned by our Missions in the light of experience in this regard so as
to ensure time bound disposal of repair propoesals of the Missions
abroad. With this end in view it would certainly be helpful and
desirable to allow delegation of a certain amount of financial powers
befitting the rank of the head of the Mission for taking up jobs
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involving reasonable amounts at their own levels and without it
being necessary to make such references to the Government. The
Committee would, however, stress at the same time a more strict
complia,nge of procedures, such as selection of the builders by means
-of issuing tenders etc., entering into formal contracts and obtaining
structural soundness reports in the interest of the best use of the
available resources.

87. There are four broad aspects of the Government policy reiating
to acquisition of properties for use of missions abroad. They relate
to purchase of built up properties for Chancery/residences, construc-
tion of properties, renting of accommodation and repair and main-
tenance of properties acquired. Government of India as on 1.7.85
owned properties abroad in 69 countries out of which 44 were Chan-
ceries, 54 residences of heads of missions/posts and 407 were flats for
houses for officers and staff. The total amsunt invested on these pro-
perties was Rs. 47 crores although its current market value would be
much more. A

88. Rental outgo in foreign exchange for our missions abroad was
Rs. 13.64 erores in 1983-84 and Rs. 16.23 crores during 1984-85. 1In
addition, Rs. 1.32 crores and Rs, 1.37 crores were spent on rentals paid
in rupee payment areas in case of Nepal and some Eastern Rlock
countries, including USSR, Expenditure on maintenance during 1983-
84 has been Rs. 1.40 crores on owned buildings and Rs. 1.04 crores on
hired/leased buildings. Due to escalating costs and rentals pur-
chase of buildings would be a cheaper proposition than renting.

89. Policy of Government now therefore is to purchase built up
properties wherever economically feasible rather than to hire accom-
modation, Apart from economic justification, other considerations
like physical suitability of the premises from functionsl peint of view,
security and location ete. are also taken into account. The pumber of
properties that can be purchased in a year is limited by the hudgetary
allocation for that year. Tt has been stated by the Ministry that “it
is hardly possible to anticipate at what point of time and from whers
suitable purchase proposals would come. At the same time the num-
ber of proposals that can be approved in a year is limited by budget-
ary proposals. However, sometimes because of the unforeseeable
Yocal factors the funds earmarked for a particular propesal remsaio
ynutilised at the end of the year and have to be surrendered.” Tt is
absolutely necessary to have a clear cut plan for acquisition of pro-
perties for our PHissions abroad as they are almost permanent In
nature snd as indispensable as the Secretariat, The Committee ve-
commend that Government should draw a long term perspective plan
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to acquire built up properties or to construct buildings on the plots
which have already been purchased or may have to be purchased in
future.

90. The Committee were informed during evidence by the Secre-
tary, Ministry of External Affairs that they have a complement of
4,550 officers of various grades employed by the Ministry of External
Affairs. Of these, 2,150—nearly 50 per cent—are posted abroad and
providing accommodation and other facilities is becoming more  and
more expensive. The Committee observe from the information fur-
nished by the Ministry of External Affairs that the Government of
India has acquired plots of land at 16 places for construction of
chancery buildings and residences. Of these, construction has been
completed only at three places, though some of the plots had been
acquired more than a decade ago, Considering the large number of
Missions abroad, the acquisition of immoveable property for hous-
ing offices and officers appears to be very meagre. Despite sneagre
acquisition, there is no perspective plan for constructing buildings on
the plots acquired. Government has invested more than Rs. 3 crores
on acquisition of 12 plots and acquired 29 plots of land on reciprocal
‘allotment of plots of land at New Delhi, etc. and expenditure is being
incurred on maintaining these plets of land free of encroachments at
various places. The Commitice recommend that a perspective plan
for construction of buildings on these plots should be drawn out im-
mediately and funds provided to ensure that the rental outgo, which
is increasing year after year, is reduced to the barest minimum. Ac-
quisition of plots and immoveable properties should be bhased on a
pragmatic plan

New DELHI; B. AYYAPU REDDY,
21 July, 1986 Chairman,

20 Asadha, 1908 '(S,‘;} ’ Public Accounts Commiitee.



APPENDIX I
(See Para 1 of Report)

Paragraph 21 of the Report of the Comptroller and Auditor
General of India for the year 1982-83, Union Government (Civil)
on Purchase of residential building at San Francisco. '

21. Purchase of residential building at San Francisco

The residence leased for the Consul General was not being
satisfactorily maintained by the landlord. He was also not agree-
able to extend the lease. A proposal for purchase of a residential
building at a cost of § 2,85,00C for the Consul General was, there-
fore, made in January 1977 to Ministry of External Affzirs. This
did not materialise and another proposal for purchasing a house
(year of construction; 1951). for § 2,75,000 was sent to the Ministry
in January 1878. The purchase was strongly recommended by
India’s Ambassador in Washington in view of the location of the
house, state of maintenance and the possibility of appreciation .in
the value of the house in course of time. The proposal was turned
down hy the Ministry (February 1978) on the ground that it was
uneconomiec, Acecording to Government the economic cost was
assessed bhetween S 1.25,000 and $ 1,60,000. The instructions of the
‘Ministry regarding calculating the economic cost for purchase eof
property were circulated in May 1978. The Consulate pointed out
in February 1979 that the rent paid for the Consul General’s house
was unrealistically low as no alternative accommodation was avail-
able at that rent. The working of the economic cost on ihe basis
of such rent paid would, therefore, be unrealistic. The Consulate

considered that a reasonable estimate for purchase price would be
$ 3,00,000.

In August 1973, the Consulate proposed purchase of a house for
$ 450,000 but was advised by the Ministry (September i979) to
locate a house within a maximum ceiling of $ 3,00,000. The ceiling
was considered. impracticable by the Consulate, They pointed out
that the Consul General’s residence, which was offered (March
1976) by the previous owner to the Government of India for
$ 1,50,000 prior to its sale to the present owner, was estimated to
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cost about $ 4,50,000. The Consulate sought (September 1979) a
ceiling of $ 4,50,000 for purchase of a house. The Ministry raised
the ceiling to $ 4,25,000 in March 1980.

Two more attempts (April-May 1980) by the Consulafe to pur-
chase fell through even after offering prices ranging between
$4.50,000 and $4,60,000 as the houses were bought for higher amounts
by other parties. In May 1980, the Consulate sought the Ministry’s
approval for purchase of another house available for $ 6,50.000 with
surplus land measuring 6,000 Sq. ft. attached to it which could be
sold for $ 1,00,000 to $1,25,000. Ministry approved the purchase, if
the price could be setteled at $ 6,00,000 and directed a team of officers
to finalise the deal. As the owner was not willing to accept a price
below $ 6,25,000 fresh clearance was sought from the Ministry who
enquired whether an immediate buyer for the surplus land would
be found. On being informed by the Consulate that an immediate
buyer could not be guaranteed, the Ministry turned down Septem-
ber 1980) the proposal. The ceiling was raised to $ 550,000 in
December 1981, and again between $ 5,50,000 and $ 7,590,000 in March
1982. A house (year cf construction; 1927) was finally bought for

$ 7,50,000 in May 1982. although the economic cost worked out to
only $2,40,000.

As early as in May 1976, the high rentals in San Francisco area

were brought to the notice of the Ministry. The Consulalte has
" also informed the Ministry in August 1979 that real estate value in
San Francisco had increased by about 30 per cent in one year. Un
account of rigid adherence to a formula and an inadequate appre-
ciation of local factors, Gevernment had lost an attractive offer in
January 1978 for purchase of a  comparatively new house for
$ 2,75,000 and ended up by purchasing an older house (constructed
in 1927) for $ 7,50,000 resulting in an extra expenditure of § 4,75,000
(Rs. 44.17 lakhs). The rent paid during the period from February
1978 to May 1982 was $ 71,837 (Rs. 6.11 lakhs),
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Paragraph 14 of the Report of Comptroller & Auditor General of
India for the year 1983-84, Union Government (Civil), on Avoidable
Expenditure—Purchase and Repair of Building in Dublin

Ministry of External Aflairs

14. Avoidable expenditure—Purchase and repair of building in Dublin

(a) At the instance of the Ministry the Indian Mission in Dublin
sent in November 1977 a proposal for the purchase in auction at an
estimated value between € 80 to 90 thousand of a residential
building (4000 square feet plinth area) which had been used as
Embassy residence for about six years till 1974 in view of its vicinity.
to Chancery, its suitability for embassy residence and its location in
diplomatic-cum-residential colony. The Ministry did not agree
to the proposal owing to financial constraints during 1977-78. The
building was sold away in auction for £ 1 lakh on 16th November

1977.

The Mission continued to send proposals for purchase of other
buildings indicating, inter alia, that the prices of properties weie

going up, The Ministry alilowed in February 1978 the Ambassador
to go upto £ 1 lakh in his negotiations for the purchase of a house.

In August 1978, it was decided to purchase some other building
having built-up area of 2,833 square feet for use as Ambassador’s
residence. The purchase was finalised in October 1973 for £ 1.25
. lakhs with the approval of Government. The value of this property
had been assessed at £ 1 laekh by the architects. The building was
considered to be in need of immediate renovations and repairs,
The Ministry, accordingly, sanctioned (September 1978) £ 6,000 for
the purpose, which included a provision of £ 500 for demolition of
an arch in one of the rooms to be converted into a dining room. The
repairs were carried out at a cost of £ 12,525 but without taking
up the work of a dining room. Ministry’s approval for expenditure
in excess of the sanctioned amount was not obtained. Even after
* these repairs, the building did not have a proper dining room.

(by In 1980 the Mission suggested structural extension of the
dining room. The Ministry cleared this proposal in April 1982 at

34



35

a cost of £ 4,500 quoted by 2 firms in June 1981 and instructed that
the work might be awarded after following the normal tendering
orocedure. By this time, however, the quotations received in June
1961 had expired and the firms declined to maintain the quotations.
Without inviting any fresk quotations, the Mission awarded the
work to a private individual ‘R’ who had done some painting job in
the Embassy residence earlier. ‘R’ whose qualifications, antecedents
and busiress status were not ascertained, completed the work in
December 1982 to the Ambassador’s satisfaction at a total cost of
£4,232 and his bills were settled in full without obtaining any
structural soundness report from any qualified architect.

The next Ambassador to Dublin discovered in June 1983 that the
ceiling of the extended dining room was sagging and that there
were some serious siructural defects leading to continuous water
logging etc. Two reputed firms of architects who were retained to
examine and report on the work done by ‘R’ stated that (i) cons-
truction was not according to local bye laws; (ii) sub-standard
material had been used in building the * extensions; (iii) the work
wag structurally wunsound; and (iv) no damp proofing has been
done by the builders.

When approached by the Mission to have the defects caused by
his poor workmanship, ete. rectified at his cost, ‘R’ remitted £ 750
to the Mission. Efforts for further recovery of £3482 (£4232—
£750) proved futile (May 1984). :

The Ministry sanctioned (December 1983) a further amount of
£8500 for repairs of the dining room which would mean total pro-
jected expenditure of £11982 (Rs. 1.54 lakhs) on the dining room,
resulfing in likely extra expenditure of £7482 (Rs. 0.96 lakh) as
compared to the cost of £4500 approved by the Ministry in April
1982 for extension of ‘the dining room. The avoidable extra liability
was due to (1) failure of the Mission to assess the requirement pro-
perly in the very beginning; (2) to comply with the procedural re-
quirements laid down by the Ministry for selection of the builder;
(3) to verify ‘R’s anteccdents before the award of work to him;
and (4) fo obtain structural soundness report before settling ‘R's
bills.

The Mission also incurred £6250 (Rs. 0.98 lakh) on rest for
Kmbassy residence from 16-11-1977 to 13-10-1978 which could have
heen avoided had the building been purchased in November 1977.
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Thus failure 1o purchase the building propesed by the Mission:,
in Noveraber 1877 resulted in additional avoidable expenditure of
Rs. 7.10 lakhs (Rs. 2.61 lakhs for higher cost of building, Rs. 1.97
lakhs for repairs, Rs. 1.54 lakhs for cost of dining room and Rs. 0.98
" lakh for rent of Embassay residence) in purchase of a building with
a lesser plinth area. :

The Ministry stated (October 1983) that.the first proposal for
purchase of property was received on Tth November 1977 and de-
cision was needed by the Mission by 15th November 1977 and since
there was no time to obtain the requisite reports, estimates efc.,
the Ministry did not have a complete proposal or definite ofter betore
it which could form the basis of a valid decision and that the Inte-
grated Finance or the Ministry of Finance would not have agreed to
the purchase of property about whose structural soundness or
market value, necessary assessment were not available. It was
further stated that as there were several other property purchase
proposals under consideration which were likely to be approved,
funds could not be earmarked for the Dublin property in November
1977. :

It is, however, chserved that against the Budget provision of
Rs. 486 lakhs for construction and housing during 1977-73, an
amount of Rs, 158.33 lakhs only was utilised during that year and
there was no constraint of funds during that year for the purchase
of building.

It is also to be noted that the proposed property had earlier been
occupied by the Mission as Ambassador’s residence for 6 years and
the details of property and its conditions were very well known to
the Ambassador and the Ministry. '
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Statement of Conclusions/Recommendations

Para

sl Ministry|
No. No. Deptt. Coaclusions/Recommendations
concerned ’
1 2 3 4 Vel
I. 79 External Two cases brought out in the Audit Paras under examination
agg Affairs show conclusively and un-answerably, the astonishingly unrealistic

and un-imaginative manner in which the administrative machinery
tends at times to function. The cases that are stated here give the
impression that while irying to be penny wise we have been pound
foolish. These cases are briefly stated in the paragraphs that fol-
low,

A proposal for purchase of a residential building for the Indian
Consul General, San Francisco, duly recommended by the Indian
Ambassador in Washington, keeping in view the location, state Of
maintenance and expected appreciation of value in course of time
was .submitted to the Ministry of External Affairs in January, 1978.
This building had been constructed in 1951 and its cost was indicat-
ed as $2,75,000. Its economic cost was assessed between $1,25,000 and
$1,60.000 by the Govt. In fact, two different economic costs were
fixed for this house—one by the Ministry of External Affairs
($2,70,000) and another by the Finance Ministry ($1,60,000). On
the other hand the Consulate’s estimate of the reasonable purchase

g0
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External Affairs

Consul General’s house was unrealistically low as no such house
was at that time available at that rent and therefore the cost com-
puted on the rental paid would be unrealistic. This was turned down
by the Ministry of Finance. Severa] other proposals for the pur-
chase of a building for the residence of the 'Counsul General were
subsequently turned down in the same manner, The admissible cost

~ ceilings for these buildings were raised slowly and reluctantly frus-

trating the proposals. Against a proposal in August 1979 for the pur-
chase of a house for $4,50,000 the Government advised an unrealis-
tic ceiling of $3,00,000. Subsequently when the ceiling was sought to
be raised to $4,50,000 it was fixed at $4,25,000. For another propo-
sal in May 1980 for a house for $6,50,000 the ceiling was fixed at
%5,50,000 and then subsequently suggested between $5,50,000 to
$7,50,000. UTtimately a building constructed in 1927 was bought in

May 1982 for $7,50,000. Significantly, its economic cost worked out

only to $2,40,000. Consequently, as contended by Audit, an attrac-
tive offer for purchase of a comparatively new house for $2,75,000
was lost owing to a rigid formula and unnecessary expenditure to
the tune of Rs. 50 lakhs was incurred in this case (including the
rent amounting to Rs. 6 lakhs paid for the existing residence during
the intervening period).

The other case which relates to purchase of a residential build-
ing for the Indian Ambassador at Dublin is also in the same fenor of

2%
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rigidity. A proposal was sent by the Mission for purchase, at auc-
tion, of a building at an estimated cost of £80 to 90 thousand in
November, 1977, This building had been used as Embassy resi-
dence for six years till 1974, and was considered suitable for resi-
dential purpose in view of its vicinity to the Chancery and its loca-
tion in diplomatic-cum-residential colony. This proposal was turn-
ed down for reasons of financial constraint, inadequate time avail-
able for taking a decision and absence of structural soundness re-
port. However, in another proposal a ceiling of £1 lakh was per-
mitted 3 months later in February 1978 and a purchase at £1.25
lakhs was approved by Government though the value of this house
was assessed by architects at £1 lakh. Thus, as brought out by
Audit, the failure to purchase the building in November, 1977 re-
sulted in additional avoidable expenditure to the tune of Rs. 7 lakhs.

Besides the financial constraints, the other explanations ad-
vanced by the Secretary, External Affairs, during evidence for re-
rejection of the proposals made in November, 1977 for purchase of
the property at Dublin were: inadequate time for arriving at a de-
cision in this case, suitability, structural soundness, economic cost,
clear legal title and market evaluation. None of these reasons were
sustainable. A sum of Rs. 3.79 crores remained unutilised out of
the relevant budget head at the close of the financial year. As re-
gards suitability and structural soundness of this building it may
be pointed out that this building had been our Ambassador’s resi-

e e e e e

dence for six vears and the existing incumbent of the post had

6%
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83 and 84

External Affairs

strongly pleaded for its purchase in his two tele messages. Inadequate
time available should not, in the Committee’s view stand in the way
of taking decisions. In fact there have been quite a few instances
where decisions had been taken within a short period of even one
week.

The Committee find from the data furnished by the Ministry
of External Affairs that out of 38 proposals received by the Ministry
over a period of ten years, in as many as 21 cases the decisions were
taken within a period of one month, in some cases it was just two
weeks and in another two cases it was one week. Further, the plea
taken in regard to economic cost hardly holds ground as in neither
of the two cases have the economic costs been adhered to finally. The
economic costs whether calculated by the Ministry of External Af-
fairs or by the Ministry of Finance have been unrealistic in as much
as these were based on obsolete rentals. Surrender of funds to the
tune of Rs. 3.79 crores mentioned above, in an annual budget of
Rs. 5.38 crores, and failure to accommodate otherwise economical ex-
penditure of Rs. 17 lakhs on purchase of property at Dublin, is in-
dicative of failure to perceive the proposal in its proper perspective.

The Committee, therefore, cannot but conclude that a rather
rigid and routine approach had been followed in application of pro-
cedures and guidelines for dealing with purchase of properties for

G7
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86

External Affairs

-do-

our Missions abroad. The Committee feel that property situation
being rather volatile, a more pragmatic approach needs to be fol-
lowed. The Committee would like that the policies and procedures
laid down in this regard should be reviewed to meet the situation
adequately and squarely.

The Committee wish to observe in this connection that a re-
alistic view is not being taken in the matter of calculating the eco-
nomic cost for the purchase of buildings for the use of our Missions
abread. The Ministry of Finance/External Affairs have been adher-
ing to.a formula to calculate the economic cost which has not been
found practical. Economic cost has been arrived at on the basis of
rent being annually paid which is not always the market rent pre-
vailing at the time of purchase. The economic cost thus arrived at,
therefore, becomes unrealistic and it is for this reason that a num-
ber of proposals have been frustrated both in the case of San
Francisco as well as Dublin. It is seen also that different costs have
been arrived at for the same buildings in the Ministry of External
Affairs and the Ministry of ®inance. In the opinion of the Commit-
tee, therefore, the procedure evolved in this regard should be re-
viewed and a more practical cost formula evolved.

The Mission at Dublin had suggested structural extension of
the dining room of the residence of Head of the Mission in 1980.
The proposal was cleared by the Ministry in August, 1982, 11 months
after the two firms sought to be engaged for repairs had quoted a
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cost of £4500. It is nct surprising that by this time the quotaticns
received in June, 1981 had aiready become obsolete and the two
firms declined to undertake this job. It is also rather strange that the
Mission then awarded this job to a private individual ‘R’ who had
done some painting job in the Embassy residence earlier. Antece-
dents of this individual as to his being qualified to undertake this
job were not ascertained. Although the job is stated to have heen
completed seemingly to the satisfaction of the then Ambassador at
a cost of £4,232 the pavments were cleared without obtaining sound-
ness certificate from a competent authority. No wonder then that
succeeding Ambassador discovered the roof of the extended dining
room sagging and some other serious structural defects. The contrac-
tor ‘R’ failed to rectify the defects and had repetedly left the
country. He, however, remitted £750 to the Mission out of the
total payments of £4232 made to him. Consequently an avoidable
extra expenditure of £7482 had to be sanctioned to rectify
the defects. The Committee are not happy at the casual handling
of the job relating to extension of the dining room of the Ambassa-
dor’s residence at Dublin in the Ministry as well as in the Mission,
resulting in avoidable extra expenditure. The Committee are sur-
prised that no attempt has been made to fix the responsibility. The
Committee would like the Government to review and streamline the
procedures involved in undertaking repairs ete. in the buildings
owned by our Missions in the light of experience in this regard so
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External Affairs

as to ensure time bound disposal of repair proposals of the Missions
abroad, With this end in view it would certainly be helpful and
desirable to allow delegation of a certain amount of financial powers
befitting the rank of the head of the Mission for taking up jobs
involving reasonable amounts at their own levels and without it
being necessary to make such references to the Government, The
Committee would, however, stress at the same time a more strict
compliance of procedures, such as selection of the builders by means
of issuing tenders etc., entering into formal contracts and obtaining
structural soundness reports in the interest of the best use of the
available resources.

There are four broad aspects of the Government policy relating
to acquisition of properties for use of missions abroad. They relate
to purchase of built up properties for Chancery/residences, construe-
tion of properties, renting of accommodation and repair and main-
tenance of properties acquired. Government of India as on 1-7-85
owned properties abroad in 69 countries out: of which 44 were

Chanceries, 54 residences of heads of missions/posts and 407 were-

flats or houses for officers and staff. The total amount invested on
these properties was Rs. 47 crores although its current market value
would be much more.

Rental outgo in. foreign exchange for our missions abroad was
Rs. 13.64 crores in 1983-84 and ' Rs. 16.23 crores during 1984-85. 1In
addition, Rs. 1.32 crores and Rs. 1.37 crores were spent on rentals
paid in rupee payment areas in case of Nepal and some Eastern block
countries, including USSR. Expenditure on maintenance during
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1983-84 has been Rs. 1.40 crores .on owned buildings and Rs. 1.04
crores on hired/leased buildings, Due to escalating costs and rentals
purchase of buildings would be a cheaper proposition than renting.

89. Policy of Government now therefore is to purchase built up
properties wherever economically feasible rather than to hire accom-
modation. Apart from economic justification, other considerations
like physical suitability of the premises from functiona] point of
view, security and location etc. are also taken into account. The
number of properties that can be purchased in a year is limited by
the budgetary allocation for that year. It has been stated by the
Ministry that “it is hardly possible to anticipate at what point of
time and from where suitable purchase proposals would come. At
the same time the number of proposals that can be approved in a
year is limited by budgetary proposals. However, sometimes because
of the unforeseable local factors the funds earmarked for a particular
proposal remain un-utilised at the end of the year and have to be
surrendered”. It is absolutely necessary to have a clear cut plan for
acquisition of properties for our Missions abroad as they are almost
permanent in nature and as indispensable as the Secretariat. The
Committee recommend that Government should draw a long term
perspective plan to acquire built up properties or to construct build-
ings on the plots which have already been purchased or may have
to be purchased in future. '

a4
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90. The Committee were informed during evidence by the Secre-
tary, Ministry of External Affairs that they have a complement of
4,550 offizers of various grades employed by the Ministry of External
Affairs. Of these, 2,150—near'y 50 per cent—are posted abroad and
providing acccmmodation and other facilities is becoming more and
more expensive. The Committee observe from the information fur-
nished by the Ministry of External Affairs that the Government of
India has acquired plots of land at 16 places for construction of
chancery buildings and residences. Of these, construction has been
completed only at three places, though some of the plots had been
acquired more than a decade ago. Considering the large number of
Missions abroad, the acquisition of immoveable property for housing
offices and officers appears to be very meagre. Despite meagre ac-

" quisftion, there is no perspective plan for constructing buildings on

the plots acquired. Government has invested more than Rs. 3 crores
on acquisition of 12 plots and acquired 29 plots of land on ieciprocal
allotment of plots of land at New Delhi, etc. and expenditure is
being incurred on maintaining these plots of land free of encroach-
ments at various places. The Committee recommend that a perspec-
tive plan for construction of buildings on these plots should be drawn
out immediately and funds provided to ensure that the rental outgo,
which is increasing year after’ year, is reduced to the barest mini-
mum. Acquisition of plots and immovable properties should be
based on a pragmatic plan.

GMGIPMRND—LSII—1620Ls- 3-9-86-1025.
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LIST OF AUTHORISED AGENTS FOR THE MALE OF LOK SABHA
SECRETARIAT PUHLLATIONS—1986

Sl. Name of Agent SL Name of Agent
No. No
ANDHRA PRADESH UTTAR PRADESH
1. M/s. Vijay Book Agency, 12. Law Pub.ishers, Sardar Pate]
11-1-477, Mylargadda, Marg, P. B. No. 77, Allahabad,
Secunderabad-500361, U.E:
BIHAR WEST BENGAL

2. M/s. Crown Book Depot, Upper 13. M/s. Manimala, Buys & Sells,

Bazar, Ranchi (Bihar). 123, Bow Bazar Street, Calcutta-1.
DELHI
GUJARAR ) 14. M/s. Jain Book Agency,
3. The New Order Book Company, C-9, Connaught Place, New Delh.
Ellis Bridge, Ahmedabad-380006. (T. No. 351663 & 350806).
(T. No. 79065). 15. M/s. J, M. Jaina & Brothers,
P. Box 1020, Mori Gate Delhi-
MADHYA PRADESH o 110006, (T. No, 2915064 & 230936).
4, nllgOdern iJgk‘H%l{ie. Sh;‘iy ;ﬂas 16, M/3, Oxford Book & Stationery
a;gge, ore City. (T. No. Co., Scindia House, Connaught
35289). Place, New Delhi-110001. (T. No

3315308 & 45896).

17. M/s., Bookwell, 2/72, Sant Niran-
kar1 Colony, Kingsway Camp,
Lelhi- 110wi9. (T. No, 7112309),

5 . 18. M/s. Rajendra Book Agency,
6. The International Book Service, '
e IV-DR59, Lajpat Nagar, Old

DereenflSymnang, Foqns 4. Double Storey, New Delhi-110024
7. The Current Book HousF, Maruti T No. 6412362' & 6412131).
Lane, Raghunath Dadaji Street, (
Bombay-400001, 19, M;s. Ashok Book Agency,
8. M/s. Usha Book Depot, ‘Law Bnok ~ °'1-82, Poorvi Shalimar Bagh,
Seller and Publishers' Agents Deihi-110033.
Govt. Publications, 585, Chira 20. M/s. Venug Enterprises,

MAHARASHTRA

5. M/s. Sunderdag (Gian Chand,
601, Girguum Road, Near
Princeg Street, Bombay-400002,

Bazar Khan House, Bombay- B-2/85, Phase-II, Ashok Vihar,
400002, Delhi.

9. M&J Services, Publishers, Repre- 21. M/s. Central News Agency Pvt.
sentative Accounts & Law Book Ltd., 23/90, Connaught Circus,
Sellers, Mohan Kunj, Ground New Delhi-110001. (T, No, 344448,
Floor 68, Jyotiba Fuele Road, 322705, 344473 & 344508).
Nalgaum-Dadar, Bombay-400014. ., /s pmrit Book Co,,

10. Subscribers Subscription Services N-21, Connaught Circus,

India, 21, Raghunath Dadaji New Delhi.

Street, 2nd Floor, Bombay-400001. 23. M/s. Books India Corporation
Publishers, Importers & Expor-

TAMIL NADU ters, L-27, Shastri Nagar, Delhi-
11. M/s, M. M. Subscription 110052. (T. No. 269631 & 714465).
Agencies, 14th Murali Street, (18t 24. M/s. Sangam Book Depot,
floor) Mahalingapuram, Nungam- . 4378/4B, Murari Lal Street,
bakkam, Madras-600034. Ansari Road, Darya Ganj, New

(T. No. 476558). Delhi-110002.
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