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PREF A TORY REMARKS 

This Report has been prepared for submission to the President 
under Article 151 of the Constitution. It relates to matters 
arising from the Appropriation Accounts of the Union Govern­
ment (Civil) for 1977-78 prepared (with a few exceptions) by 
the Controller General of Accounts and test checked in audit 
and other points arising from audit of the financial transactions 
of the Civil Departments of the Union Government. 

2. Jn June 1978, the Comptrolle r and Auditor General of India 
was relieved of the responsibility for the preparation of the Finance 
Accounts of the Union Government for the year 1977-78 onwards 
and this responsibility was entrusted (July 1978) to the Controller 
General of Accounts. 

3. The Report a1so includes in Chapter I cer tain points of 
interest arising from the Finance Accounts of the Union Govern­
ment for 1977-78 under consolidation by the Controller General 
of Accounts and based on the information furnished by th~ 
Controller General of Accounts/Controllers of Accounts. 

4. The cases mentioned in the Report arc among those which 
came to notice in the course of test audit during the year 1977-78 
as well as those which came to notice in earlier years b"ut could 
not be dealt with in previous Reports ; matters relating to the 
period subsequent to 1977-78 have a1so been included, wherever 
considered necessary. These include, among others, paragraphs 
on SaJal Hydro-Electric Project, Beas Project, Madras Port Trust, 
Tea Board, Indian Council of Social Science R esearch and 
Cash assistance for export of certain products. 

5. The points brought out in this R eport are not intended to 
convey or to be understood as conveying any general reflection 
on the finaneia1 administration by the departments/ authorities 
concerned. 

(v) 
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CHAPTER I 

I-GENERAL 

The original budget estimates and actuals of revenue receipts, 
expenditure met from revenue and expenditure on capital accowit 
during 1977-78 are shown below with the corresponding figures 
for the pre.ceding two years : 

Budget Actuals Variation Percen-.. estimates tage of 
variation 

(Crores of rupees) 

Revenue 
Receipts• 1975-76 @ 791 3.84 8932 .12 +1018 .28 + 12.9 

1976-77 @9188.57 9749 .27 + 560 .70 + 6.J 
1977-78 @10645.60 10904.91 + 259 .3 1 + 2.4 

Expenditure 
met from 
revenue 1975-76 @7265.42 8045. 24 + 779 .82 + 10 .7 

1976-77 @8653.56 9468 .94 + 815 .38 + 9 .4 
1977-78 @10578.56 10475.90 - 102.66 - 1 .0 

Expenditure 
on Capital 
Account 1975-76 1532.75 2250.45 + 717 .70 + 46. 8 

1976-77 1889.28 1850.51 -38.77 - 2 .1 
1977-78 2280 .15 2243.02 - 37.13 - 1 .6 

*Excludes payments to States of their share of divisible proceeds of taxes 
on income and estate duty and to Union Territory Governments of their share 
of estate duty on agricultural land which are taken as reduction of revenue 
receipts. Such payments to State/ Union Territory Governments during the 
three years were: 

Taxes on Income 
Estate Duty 

1975-76 1976-77 1977-78 
(Crores of rupees) 

734.10 652.24 675.44 
8.21 9 .52 9.39 

@Budget estimates for revenue receipts shown above include Rs. 46.84 
crores, Rs. 5.15 crores and Rs. 12. 65 crores during 1975-76, 1976-77 and 
1977-78 respectively being the share of Union Excise Dut ies payable to 
States as a result of budget proposals. The figures of budget estimates for 
expenditure met from revenue shown above do not include these amounts. 

NoTE.-The figures for 1977-78 contained in this Chapter are those furnish­
ed by the Controller General of Accounts (CGA)/Qntrollers of Acrounts: 
these could not be verified in audit from the Union Government Finance 
Accounts for 1977-78 under preparation by the C.G.A. (March 1979) 
(Prefatory Remarks may also be referred to). 
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During 1977-78, the revenue receipts exceeded the budget 
estimates by Rs. 259.31 crores. The expenditure met from 
revenue and the expenditure on capital account were, however, 
less than the budget estimates by Rs. 102.66 crores and Rs. 37.13 
crores respectively. 

During the course of the year, supplementary grants for 
expenditure were obtained, the effect of which was to increase 
the above estimates of expenditure met from revenue and 
expenditure on capital account by Rs. 438.29 crores and 
Rs. *120.66 crores respectively. 

Further details of revenue receipts have been given in the 
Report on Revenue Receipts. 

II-OVERALL EXPENDITURE (REVENUE AND CAPITAL) 

2. The following table compares the expenditure on revenue 
account during 1977-78 under broad heading with the provision 
of funds made thereunder -
Head of Expenditure Budget Actuals Variation 

estimates 
(Crores of rupees) 

Organs of State 76.68 68.27 -8 .41 
Fisca I Services 330.67 316.50 - 14.17 
Interest payment and Servicing of Debt 1600.25 1521.38 - 78.87 
Administrative Services 409.79 409 .29 -0.50 
Pensions and Miscellaneous General 

Services 191.10 193.74 +2 .64 
Social and Community Services 712.66 656 .04 -56.62 
General Economic Services 382.70 427 .65 + 44.95 
Agricul ture and Allied Services 790.48 774 .79 - 15.69 
Industry and Minerals 384.26 370.93 - 13.33 

Water and Power Development 108.73 95.27 - 13.46 
Transport and Communications 109.35 115.34 + 5.99 

Grants-in-aid and Contributions . 3005.63 3140 .75 + 135.12 
Defence Services 2476.26 2385 .95 - 90.31 
TOTAL 10578.56 10475.90 - 102.66 

• Excludes Rs . 220 crores being the notional provision made for conversion 
of loans to Bokaro Steel Limited into equity. 

-
• 

1 

_,. 
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3. The expenditure during 1977-78 compared with that 
during the previous two years is shown below : 

1975-76 1976-77 1977-78 

(Crores of rupees) 

Organs of State 74.77 80.40 68 .27 
Fiscal Services 189 .17 321. 39 316.50 
Interest payment and Servicing of Debt . 1228.16 1374.44 1521. 38 
Administrative Services 388 .77 389.97 409.29 
Pensions and Miscellaneous General Ser-

vices 196.07 138.84 193.74 
Social and Community Services 519 .76 609 .04 656.04 
General Economic Services 203 .58 337.78 427 . 65 
Agriculture and Allied Services 365 .28 718.05 774 .79 
Industry and Minerals . 251 .57 253 .98 370 .93 
Water and Power Development 78.63 86.92 95 .27 

Transport and Communications 97.07 102.72 115.34 

Grants-in-aid and Contributions 2201.27 2708 .21 3140.75 

Defence Services 2251.14 2347.20 2385.95 

4. The variation in expenditure under some of the heads 
mentioned in the preceding paragraph is analyseo below : 

1975-76 1976-77 1977-78 

(a) Fiscal Services : (Crores of rupees) 

Collection of Taxes on Income and 
E.xpenditure 38 . 81 39.29 41,46 

Customs 19 .09 21 .74 20.48 
Union Excise Duties 30.63 30.40 33 .10 

Currency, Coinage and Mint 70 .94 81.50 66.49 

Other Fiscal Services 6.49 120. 74 131.47 

The increase is mainly due to larger payment of interest on deposits under 
Compulsory Deposit ( ITP) Scheme, 1974 and Additional Dearness Allowance 
Deposits Account (New). 

Other Heads 
TOTAL 

23.21 
189 .17 

27.72 
321 .39 

23.50 
316 .50 
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1975-76 1976-77 1977-78 

(Crores of rupees) 
(b) Administrative Services : 

Police . 209.10 207.06 224.45 
The increase is mainly due to (i) larger purchase of wireless equipment for 

Central Reserve Police Communication Centres and molor vehicles. (ii) la rger 
expenditure on ration money and (iii) larger expenditure on expansion in­
cluding training reserve of the Central Industrial Security Force. 

Public Works 24 .62 16.02 14. 76 
External Affairs 49 .05 59 .62 54.57 
Other Administrative Services 32 .52 28.72 27.89 
Other Heads 73 .48 78.55 87 .62 
TOTAL 388. 77 389.97 409.29 

(c) Social and Community Services : 
Education 175 .77 195.35 211 .93 

The increase is mainly due to larger grants to the University Grants Com­
mission, Kendriya Vidyalaya Sangathan, Indian Jnstitute of Technology :ind 
National Council of Educational Research and Training. 

Scientific Services and Research . 134.08 155.93 170.65 

The increase is mainly due to (i) larger grants to Council of Scientific 
and Industrial Research and (ii) larger expenditure on National Laboratories 
and Department of Space. 

Medical 37 .17 42 .40 49 . 76 

The increase is mainly due to (i) larger grants to All India Institute o f 
Medical Sciences and Municipal Bodies in Delhi and (ii) larger expenditure 
on the Central Government Health Scheme and the Cancer Research. 

Public Health, Sanitation and Water 
Supply 11. 38 13 .56 

The increase is mainly due to larger expenditure on various schemes 
to prevention and contro l of diseases. 

Broadcasting 
Labour and Employment 

29 .61 
31 .90 

47 .66 
42.29 

15 .04 

relating 

47.41 
49 .47 

The increase is mainly due to (i) larger share of Government contribution 
to the Deposit Linked lnsurance Scheme for industrial workers and coal 
miners and (ii) larger expenditure on Iron Ore Mines Labour Welfare, training 
o f highly skilled craftsmen and supervisors and training of appren tices. 

Social Security and Welfare 
Other Heads 
TOTAL 

53 .22 
46 .63 

519.76 

50. 35 
61 .50 

609 .04 

50 .94 
60.84 

656. 04 

-

1 
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The expenditure at (c) above does not include grants to 
State Governments and Union Territory Governments for 
development purposes which are booked under 'Grants-in-aid 
and Contributions•. 

1975-76 1976-77 1977-78 

(Crores of rupees) 

(d) Grants -in-aid and contributions : 

Payments to States of their share of 
Union Excise Duties 856.71 1027.98 1112.81 

Grants to State Governments and 
Union Territory Governments : 

(i) Under proviso to Article 275(i) of 
the Constitution . 38.35 57 .42 70 .96 

(ii) Grants under (Distribution of 
Revenue) Order 503 . 12 500.44 583.01 

(iii) Grants in lieu of Tax on Railway 
passenger fares 16.25 16.25 16.25 

(iv) Grants to Union Territory Govern-
men ts 70 .74 74.19 83 .98 

(v) Other Grants and Contributions 716. 10 1031.93 1273 .74 

TOTAL 2201.27 2708 .21 3140.75 

(e) General Economic Services : 

Secretariat-Economic Services 14.09 15.84 16.93 

Foreign Trade and Export Promotion 160.69 288 .61 346.87 

The increase is mainly due to larger expenditure on marketing development 
and technical credits extended to foreign governments under bilateral Trade 
and Payments Agreements. 

Other Heads 

TOTAL . 

CD Agriculture and Allied Services: 

Agriculture 

28 .80 

203.58 

44.06 

33.33 

)g7. 78 

132.19 

63 .85 

427.65 

188.76 

The increase is mainly due to (i) payment of larger subsidy on phosphatic 
fertilizers, (ii) larger grants to small Farmers Development Agencies and Indian 
Council of Agricultural Research and (iii) contributions to the World Food 
Council on account of India's participation. 
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Animal Husbandry 

1975-76 1976-77 1977-78 

(Crores of rupees) 

8.22 8.67 11.09 

The increase is mainly due to larger expenditure on cattle, poultry, sheep 
breeding, fodder and feed development programmes. 

Dairy Development 29.26 26.80 29.74 

The increase is mainly due to (i) larger expenditure due to increase in the 
quantity as well as price of milk procured by Delhi Milk Supply Scheme and 
(ii) grant to Indian Dairy Corporation for setting up new dairy projects. 

Other Heads 

TOTAL 

(g) Industry and Minerals : 
Industries 

283 .74 

365.28 

171.66 

550.39 

718.05 

169 .78 

545.20 

774.79 

261.78 

The increase is mainly due to (i) larger payments under Fertilizer Retention 
Price Scheme, (ii) subsidy to Cotton Corporation of India for reimbursement 

.of losses on sale of imported cotton , Steel Authority of India and Indian 
Iron and Steel Company for meeting interest liability, (iii) larger payment 
to Oil Industry Development Board from cess on indigenous crude and (iv) 
larger expenditure ~n Nuclear Fuel Complex, Hyderabad. 

ViUage and Small Industries 26.74 35. 18 44.95 

The increase is mainly due to larger grants to Khadi and Village 
Industries Commission. 

Mines and Minerals 53 .17 49.02 64.20 

The increase is mainly due to (i) larger subsidy to Bharat Gold Mines Ltd. 
and Hindustan Copper Ltd., (ii) larger grants to Steel Authority of India 
Ltd., and (iii) larger subsidy for transport of coal and Geological Survey of 
India. ' 

TOTAL 251. 57 253.98 370.93 

·(h) Water and Power Development : 

Water and Power Development Services 15.40 29.62 39.38 

The increase is mainly due to larger expenditure on Power Research Jnsti-
1ute, Bangalore. 

--

• 

.. 
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1975-76 1976-77 1977-78 

(Crorcs of rupees) 

Other Heads 63.23 57.30 55.89 

Tar AL 78.63 86.92 95.27 

(i) Transport and Communications : 

Ports, Light-houses and Shipping 24.94 25.91 30.31 

The increase is mainly due to (i) larger expenditure on management, 
operation maintenance of light-houses and light-ships, Konkon Shipping 
Services and Haj Services and (iii) grants to Shipping Development Fund . 

Civil Aviation 

Roads and Bridges 

16.53 

41.55 

16.13 

43.55 

15.54 

50.72 

The increase is mainly due to larger expenditure on maintenance of National 
Highways and strategic and border roads. 

Other Heads 

TOTAL 

14.05 

97.07 

17 .13 18.77 

102. 72 115.34 

5. The saving in expenditure on capital account as compared 
with the budget estimates of 1977-78 was mainly made up of 
savings under the following heads :-

Head Budget Actual Saving 
estimates expenditure 

(Crores of rupees) 

Currency, Coinage and Mint 216.29 2.48 213.81 

Defence Services 275.27 247.70 27.57 

Petroleum, Chemicals and Fertilizers 
Industries 390.67 272 .78 117 .89 

Railways 304.95 274.20 30.75 

Posts and Telegraphs 42.35 20.98 21.37 

The savings under the above heads were partly offset by 
excesses under other heads resulting in a net saving of Rs. 37.13 
er ores. 
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6. The following table shows the expenditure on capital 
account during the three years ending 31st March 1978 and 
also progressive capital outlay upto the end of 1977-78 :-

1975-76 1976-77 1977-78 Total 
capital 
outlay 
up to 
the end 
of 
1977-78 

Currency, Coinage and Mint 
Public Works 

. 232 .92 
11.39 

Defence Services 

Scientific Services and Research 

Housing 

Broadcasting 

Social Security and Welfare 

221.15 

35 .82 

18. 62 

12.21 

5.85 

Co-operation 13 . 34 

Investments in General Finan-
cial and Trading Institutions 60 . 08 

Investments in International 
Financial Institutions 0 . 15 

Agriculture • 255 . 88 

Machinery and Engineering 
Industries 53 .01 

Petroleum, Chemicals and 
Fertilizers Industries . 329 .66 

Aircraft and 
Industries 

Consumer Industries 

Ship-building 
2.10 

27 .68 

Atomic Energy Development 35. 89 

Mining and Metallurgical 
Industries . 269 . 56 

irrigation, Navigation, Drainage 
and Flood Control Projects 8 .14 

Ports, Light-houses and Shipping . 23 .14 

Civil Aviation 10.08 

73 .57 
15.94 

215 .34 

33 .12 

30.20 

14.30 

6.38 

23.10 

2.25 

(Crores of rupees) 

2.48 1084.94 
25 .75 191.32 

247 .70 2868.87 

31.19 147 .08 

37 .07 182.83 

8.63 90.24 

7.58 88.64 

23.52 158 .63 

-2.25 206 .25 

0.56 7.61 169.92 

62.85 -37 .03 765.89 

33 . 17 

380 .62 

2.10 

104. 71 

44.98 

304.49 

9.61 

20 .61 

13.54 

56 . 15 539.20 

272 .78 1895.21 

1.90 103 . 78 

96. 61 307.70 

45.34 466.32 

805 .89 3358.03 

12.16 182. 51 

13.74 222.50 

7 .39 236.66 

4 

l 
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1975-76 1976-77 1977-78 To tal 
capital 

outlay up 
to the end 
of 1977-78 

(Crores of rupees) 
Roads and Bridges 72. 60 84. 05 90 .48 1116 .16 
Railways . . 250. 87 190 . 03 274. 20 (a)4830 . 78 
Posts and Telegraphs 79 .41 25 .44 20. 98 574.19 
Other Items 220.90 159.55 193. 15 1325.63 

TOTAL . 2250.45 1850.51 2243. 02 21113.28 

7. The total investment of Government in statutory 
corporations, Government companies, other joint stock 
companies, co-operative banks and societies, etc. up to March 
1978 was Rs. 7204.86* crores. Against this investment, the 
amount brought to account during 1977-78 by way of dividend 
was Rs. 62.79 crores. The dividend in the two preceding years 
was Rs. 34.44 crores (1976-77) and Rs. 21.35 crores (1975-76). 
Particulars of the main investments and dividends are given in 
Appendix I. The contributions received by Government from 
the Railways and Posts and Telegraphs exclucl ing interest** 
during the three years ending 1977-78 are as under: 

1975-76 1976-77 1977-78 
(Crores of rupees) 

Railways . . . - 11 .49 - 14. 86 - 17 .05 
Posts and Telegraphs 1 .05 0.93 0 .53 

Contribution from Railways shown above does not include 
Rs. 16.25 crores received each year for payment to State 

I 

Governments as grants in lieu of tax on railway passenger fares ; 
Rs. 1.73 crores, Rs. 2.00 crores and Rs. 1.99 crores paid by the 
Railways during 1975-76, 1976-77 and 1977-78 respectively 
as contribution towards safety works are also not included in the 
figures shown above. 

(a) The bllance Ins b":en arrived at after incorporating proforma correction 
•The figure includes value of bonus shares, gift material treated as invest­
m~nt, shares transferred on consideration other than cash , etc. Please 
see statement no. 13 of Finance Accounts-Union Government. 1977-78. 

U fnterest received by Government from Railways and Posts and Telegraphs 
during three years ending 1977-78 was: 

1975-76 1976-77 1977-7!! 
(Crore~ of rupee) 

Railways . . 191.65 (b)232 .94 253.57 
Posts and Telegraphs . 24. 34 27. 63 29 .42 
(b) This includes erroneous adjustment of R• . 27 .28 crores pertairnng to 

the head " Other receipts". 
IS/7 AGCR/78-2 
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RECEIPT AND DISBURSEMENT OUTSIDE THE 
REVENUE ACCOUNT 

8. The following tables give a broad analysis of the receipts 
and disbursements outside the revenue account during the three 
years ending 31st March 1978 :-

(a) Receipts 

Consolidated F1111d-
(i) Miscellaneous Capital Receipts 

(ii) Internal Debt (Other tbao treasury 
bills and ad hoc treasury bills)• 

(iii) External Debt 
(i11) Repayment or loans and advances by 

State Governments, etc. 

Co11ti11ge11c.1' F11nc/-

Contingency Fund 

Public Acco1111t-

Small Savings, Provident Funds, etc. (Net) . 

Reserve Funds (Net) 

.Deposits and Advances (Net) 

Suspense and Miscellaneous (Net) 

Remittances ( cl) 
Total receipts outside the revenue account 

Add- Debt raised by issue of treasury bills 
and nd hoc treasury bills (Net) 

GRAND T OTAL 

(b) Payments 

Capital Outlay- Civil 

Capital Outlay- Railways 

Capital Outlay- Posts and Telegraphs 

Capital Outlay- Defence . 
T OTAL 

Loans and Advances by Central Govern­
ment 

Appropriations lo Contingency Fund . 

1975-76 1976-77 1977-78 
(Crores of rupees) 

243.74 

995 .86 
1415.52 

1485 .52 

974.41 

-47.28 

- 187. 48 

0.30 

1282.00 
1376. 71 

1287 . 22 

20.00 

1482. 83 

113.23 

- 71.07 

1415 .96 
803 . 32 

2288. 27 

J..!30. 71 

100. 50 

113.64 

- 107 .07 209 .94 -360. 54 

- l .01 4.01 - 97.56 
4772. 21 5705. 17 5694 .30 

745.65 -441.80 
5517.86 5263 .37 

1699.02 

250. 87 

79.41 

221 .15 
2250.45 

3151 .37 

1419 .70 

190.0J 

25.44 

215.34 
1850. 51 

3517.40 
20 .00 

3250 .69 
8944.99 

1700 . 14 

:!74.20 

20.98 

247.70 
2243 .02 

4155 .01 

-~receipts shown against this head include Rs. 100 crores each during 
1975-76, 1976-77 an? 1977-78 on account of conversion or ad hoc treasury 
bills into dated securities (c.f paragraph 10). 

-
• 

• 

·!--



,.. 
,. 

11 

Repayment of debr-

loteroal Dc~r (Other than treasury bills 
and ad /we treasury bills) 

External Debr 

Inter-State Seulcment 

Total expenditure outside the revenue 
account 

Total receipts as in sub-paragraph (a) above 

Excess of expenditure over receip1s (-)/ 
Excess of receipts over expenditure ( + ) 

1975-76 

212. 74 

343.77 

(a) 

5958.33 

5517. 86 

1976-77 1977-78 

(Crore~ of rupees) 

281.70 128 .89 

370.03 429. 19 

0.21 

6039 .64 6956.32 

5263.37 8944.99 

pertaining to heads ouiside the revenue 
account -440.47 -776. 27 + 1988.67 

Revenue Surplus ( + ) +886.88 +280 .33 + 429 .01 

Net Surplus (+)/Deficit(-) +446.41 -495 .94 + 2417 . 68 

It will be seen that if net expansion of treasury bills and 
conversion of ad hoc treasury bills of Rs. 100 crores into dated 
securities during each year are taken into account the overall 
deficit was Rs. 399.24 crores, Rs. 154.14 crores and Rs. 933.01 
crores during 1975-76, 1976-77 and 1977-78 respectively. 

( c) The year 1977-78 closed with a deficit of Rs. 933.01 
crores against the anticipated deficit of Rs. 84.38 crores (budget) 
and Rs. 874.78 crores (revised estimate exclusive of conversion 
of ad hoc treasury bills for Rs. 100 crores into dated securities ). 
The table below gives the analysis of the deficit : 

Budget Actuals Variation 

(Crores of rupees) 

Treasury bills and ad hoc treasury bi lls 
(Net) -l-82.66 -l-3250.69 -3168 03 

Conversion of ad hoc treasury bills into 
dated securities 

Increase of Cash Balance 

TOTAL 

(a) The actual amount is Rs. 2,272. 

+ 100.00 -100.00 

+ l.72 -2417. 68 + 2419.40 

84.38 + 933 .01 -848. 63 
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Ill-DEBT 

9. (A) Tbe following table indicates the outstanding under 
'Public Debt' and 'Small Savings, Provident Funds. etc.' at the 
end of 1955-56, 1976-77 and 1977-78 :-

31st 31st 31st 
March March March 

1956 1977 1978 
(Crores of rupees) 

Public Debt-

(a) Internal Debt-
(i) Market Loans 1569 8052 9337 

(ii) Treasury Bills 595 l. 1111 5167 
(iii) Ad hoc Treasury Bills (a)3591 3451 
(iv) Other Internal Debt 189 1038 1039 

(b) External Debt 111 (a)8611 8985 

(c) Small Savings, Provident Funds, 
etc.-

(i) Small Savings Collections 576 4358 4903 
(ii) Provident Funds 169 1722 (b)1905 
(iii) Other Accounts 13 1629 2322 

TOTAL . 3222 30778 37109 

(B) The net balances at the credit of reserve funds and 
deposit accounts as shown below also constitute liabilities of 
Government as these have not been separately invested but are 
merged in the general cash balance of Government. 

31st 31st 31st 
March March March 
1956 1977 1978 

(Crores of rupees) 
Reserve Funds bearing interest 593.52 (b)682.02' 
Reserve Funds not bearing interest 424 .73 446 .67 
Deposits bearing interest (x} l 88 .96 436 .57 564. 32 
Deposits not bearing interest (y)233. 14 1375 .12 1370.38· 

(a) Differs from the figure shown in the Report of the Comptroller and. 
Auditor General of India for the year 1976-77-Union Governmen t 
(Civil) due to subsequent correction. 

(b) Incudes effect of proforma correction. 
(x) Includes amount under Reserve Funds bearing interest. 
(Jr) Includes amount under Reserve Funds not bearing interest. 

-
~ 

' .,.&.. 

c. 
) 

... 

.. 
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(C) Details of debt transactions during 1977-78 are given 
below : 

(a) Internal Debt-
(i) Market Loans 

(ii) Treasury Bills • 
(iii) Ad hoc Treasury Bills 
(iv) Other Internal Debt • 

(b) External Debt 
(c) Small Savings, Provident Funds, etc.­

(i) Small Savings Collections 
(ii) Provident Funds 
(iii) Other accounts . 

TOTAL 

Receipts Payments Net 
Increase 

1409 .99 
12448 .74 

3740 .00 
5.97 

803.32 

2020.21 
484.41 
762.70 

21675.34 

( +) 
decrease 
(-) 

(Crores of rupees) 

124.55 +1285.44 
9058.05 + 3390.69 
3880 .00 - 140.00 
(a)4.34 +l.63 

429.19 +374.13 

1475.56 +544.65 
291 .55 + 192.86 
69.50 +693.20 

15332.74 -t-6342.60 

10. (A) Market Loans.-The following are the details of the 
receipts during 1977-78 from market loans :-

51 per cent Loan, 1985 (1l Issue) 
6 per cent Loan, 1993 (IV Issue) 
6 per cent Loan, l 994(Il Issue) 
6l per cent Loan, 1997 
6t per cent Loan, 1998 
6t per cent Loan, 2003 
6i per cent Loan, 2004 
6t per cent Loan, 2005 

TOTAL 

In cash By 

40.64 
67 .68 

128.54 
75 .00 

114.42 
25.00 

41I.77 
408.41 

1271.46 

conver­
sion of 
loans 
maturing 
during 
the year 

4 .62 

4 .05 

29 .86 
38.53 

By 
conver­
sion of 
ad hoc 
treasury 
bills 
held by 
the 
Reserve 
Bank of 
India 

Total 

(Crores of rupees) 
40.64 

25.00 97.30 
25.00 153.54 

75.00 
25 .00 143.47 

25.00 
411. 77 

25.00 463.27 
100.00 1409.99 

(a) Includes erroneous adjustment of Rs. 0. 07 crore; being rectified in 
1978-79 accounts. 
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(B) Trea sury Bills, Securities and Bonds.- These include :­

(a) A d hoc Treasury bills issued to the Reserve Bank 
of India. Rupees 3451.41 crores were outstanding 
on 31st March 1978. 

(b) Treasury bills issued to State Governments, Banks 
and other parties. Rupees 5167.39 crores were 
outstanding on 31st March 19n. These were held 
by the Reserve Bank of l'ndia (Rs. 4267 .05 crorcs). 
State Governments (Rs. 746.50 crores) and other 
pa rt ic<; ( Rs. 153.84* crores) . 

(c) Non-negotiable, non-interest bearing securities issued 
to the International financial institutions 
(Rs. 1018.56** crores) and compensation and other 
bond ( Rs. 20.88* '-' crores) as on 31st March 
1978. 

11. (A) Interest payment on account of debt etc. is analysed 
below: 

1975-76 1976-77 1977-78 
(Crores of rupees) 

(i) l nterest paid by Government on debt 
andothcrobligations 1228. 16 1374.44 1521.38 

(ii) Deduct.-
(a) lntere5t received on loans to Stale 

and Union Territory Governments 456.39 390 .14 596. 16 
(b) Interest received on other loans 

from investmen t of cash balances 
a nd other items [excluding the 
receipts mentioned a t item (iv) 
below) 88.00 109.14 129.65 

(iii) Net amount of interest charges 683. 77 875. J 6 795. 57 
(iv) Interest from Departmental Com-

mercial Undertakings, Public Sector 
Undertakings and other U ndertak ings 
including Railways and Posts and 
Telegraphs 389.35 606.17 716.66 

(v) Net amount of interest charges after 
deducting the receipts shown at item 
CM above 294 .42 268.99 78 .91 

•includes unreconciled diOerence of Rs. 0 .02 crore; the malter is under 
correspondence. 

••Exel udes erroneous adjustment of Rs. O. 07 crorc. Also refer foot­
no te(a)on page 13. 

• 

.. 
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(B) Further details of interest paid by the Government of 
India are given below: 

1975-76 1976-77 1977-78 
(Crores of rupees) 

Interest on Market Loans 338.51 376.97 442 . 19 

Discount on Treasury Bills 251.59 260 .17 245 .38 

Payment co Reserve Bank for management 
of debt 1.88 J.62 2.32 

Interest on External Debt 190 .39 207 .63 209 .12 

Interest on Provident Funds 98 .71 112.96 128.30 

Interest on Savings Certificates 83 .74 85.03 86 .98 

Other items 263 .34 330.06 407.09 

TOTAL 1228. 16 1374 .44 1521.38 

IV- GRANTS AND LOANS FROM FOREIGN SOURCES 

12. (a) Upto 31st March 1978, Rs. 16 150.86 crores were 
received as grants (Rs. 3396.56 crores) and loans 
( Rs. 12754.30 crores) * from foreign countries, International 
Bank for Reconstruction and Development, International 
Development Association. etc. In addition, contributions in the 
shape of technical services etc. which are not reflected in 
Government accounts, have been received from UNTAA, 
UNESCO. etc. and certain internatiom1l philantbrophic 
organisat ions. C ertain contributions received upto 1973-74 in 
the shape of materials, equipment, etc. were also not reflected 
in Government accounts. From 1974-75 onwards, value of all 
materials, equipment, etc. received as aid from foreign sources 
is accounted for in Government accounts. 

•Figures up to 5th June 1966 at pre-devaluation rates and after 5th 
Jun.: 1966 at post-devaluation rates. 



(b) Grants.-The amounts received as grants are shown below : 

Programme Source 

2 

Indo-U.S. Technical Co-operation aid 
programme . U .S.A. 

Grants under P. L. 480 and other Funds, 
1974 . 

Colombo Plan 

Debt Relief 

U .S.A. 
Australia 

Canada 
Newzealand 
United Kingdom 

Denmark 
Netherlands 

Sweden 
United Kingdom 

Granls Received Earliest 
period 

During Up to the from 
1977-78 end of which 

3 

1977-78 grants 

4 

have 
been 
received 

5 

(Crores of rupees) 

Remarks 

6 

Nil 136 .25 1952-53 Assistance received 

Nil 
Nil 
Nil 
Nil 
Nil 

Nil 

Nil 
Nil 
Nil 

2071.37 
17 . 56 

344 .90 
3.51 
2. 12 

l. 00 
7 .53 
1.02 

20.43 

1960-61 
1951-52 
1952-53 
1951-52 
1954-55 

1975-76 
1975-76 
1975-76 
1975-76 

in the form of 
technica l services 
is not reflected in 
Government Ac­
counts. 

~-
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Assistance for 1.mports E.E.C. Nil 45.79 1975-76 
Netherlands Nil 11 .59 1975-76 
Sweden 45.07 69.14 1975-76 
United Kingdom Nil 27 .13 1975-76 

Assistance for development of Coal 
Mining Capacity . United Kingdom Nil 4.56 1975-76 

Assistance for Mixed projects United Kingdom Nil 14.0J 1975-76 

Development of fisheries Norway Nil 3.92 1953-54 In the form of lish-
Netherlands 3.91 3.91 1977-78 ing equipment. 

Assistance for purchase of food grains under 
the emergency operation programme of 
United Nations U.N.0. Nil 38. 45 1975-76 

Assistance under United Nations Fund ..... 
for population activities U.N.O. Nil 2 .02 1975-76 

-....) 

Assistance towards Cost of D. T. Vaccine U.N.O. Nil 0 . 13 1975-76 

Assistance for special social service pro-
gramme Netherlands 0 . 35 2.59 1975-76 

Assistance under Indo-Swedish Develop-
ment credit . Sweden Nil 31 .93 1975-76 

Assistance for Family Planning Programme Sweden Nil 7 .28 1974-75 
UNICEF Nil 0 .20 1976-77 
U. N. Fund Nil 0 .16 1976-77 
Denmark Nil 0 .20 1976-77 
Germany Nil 0 .10 1976-77 
United Kingdom 0.92 0 .92 1977-78 



1 2 3 4 5 6 
---

Value of paper received as gift Sweden Nil 1.36 1974-75 
Norway Nil 0 .79 1976-77 

Food aid under Tnterna tiooal Grain Arrange-
ment Programme Australia Nil 23 .13 1975-76 

Belgium Nil 3. 87 1975-76 
Canada Nil 95 .38 1975-76 
E.E.C. Nil 23.94 1975-76 

Netherlands Nil 2 .12 1975-76 
Sweden Nil 6.25 1975-76 
United Kingdom Nil 10.05 1975-76 

France N il 3 .75 1976-77 ..... 
Grant fo r Computers Netherlands Nil 1 .22 1975-76 00 

Assistance for Equipment for Bombay-
Poona T. V. Centre Federal Republic of Nil J.58 1975-76 

Germany 

Value of gift fertilizers Denmark Nil 0.72 1975-76 
F.A.O. Nil 7 .00 1975-76 
Norway Nil 7.61 1975-76 

Sweden Nil 6.38 1975-76 

U.N.O. Nil 2 . 11 1975-76 

Federal Republic of 
Germany Nil 1.17 1976-77 

Netherlands 5.42 5 .42 1977-78 

Assistance for postmortem Pro&ramm~ Norway Nil 2.33 l976-77 

l tr 



Multipurpose Workers Schemes UNICEF Nil 0.06 1976-77 

Strengthening of Health Administration W.H.O. Nil 0.09 1976-77 

Assistance fo r advanced training institute 
for Electron ics and Process lnstrumen-
talion, Hyderabad Sweden/I.LO. Nil O. J I 1976-77 

Assistance for Foreman Training Institute, 
Bangalore Federa l Republic of 

Germany Nil 0.01 1976-77 

Equipment of Doordarshan Kendra, D elhi Federal Republic of 
Germany 

Nil 2 .28 1976-77 

T. B. Contro l Programme UNICEF N il 0 .28 1976-77 ...... 

'° Development of agriculture sub-system and 
nutrition aspect of food policy . . Ford Foundation Nil 0.01 1976-77 

Salt Fortification Project UNICEF Nil 0 .01 1976-77 

Tool Room Project . Denmark Nil 0.22 1976-77 

Special social services programme of the 
Calcutta Metropolitan Development 

Authority Netherlands J. 58 3. 98 1976-77 

Maintenance Grant Uni ted Kingdom 88. 35 169 .66 1976-77 

Sectoral Grant United Kingdom Njl 2.41 l976-77 



1 2 3 4 5 6 

Subsidy towards 1975 Oil Facility l.M.F. Nil 7.38 1976-77 

Assistance for development of certain pro-
jects United Kingdom 46.47 59.00 1976-77 

Assistance for financing foreign exchange 
cost of goods and services for Power and 
Coal Sectors United Kingdom 6.46 9.71 1976-77 

Debt Refinancing Grant 
I 

United Kingdom 6.34 24.85 1976-77 
Sweden 1.22 2.68 1976-77 
Netherlands 4 .91 18 .84 1976-77 
Denmark 1.12 1.97 1976-77 N 

0 
Population Grant Sweden 1.24 2 .20 1976-77 

Drought Prone Area Project E.E.C. 2 .17 2.1 7 1977-78 

Procurement of equipment and foreign 
Consultancies l.B.R.D. 0 .04 0 .04 1977-78 

Obra Sultanpur Lucknow Power Station Switzerland 0 .02 0.02 1977-78 

Other Programme/purposes Ford Foundation Nil *12.68 1951-52 

TOTAL 215.59 3396.56 

•Information about programmes for which assistance was received, is not readily available. 

\-
,..,. , ._.. __ .. __ 
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13. The foreign loans outstanding at the end of 1977-78 were R s. 8984.74 crores. 
these loans are given below : 

The d etails of 

Source Amount Received Repaid Out- Rate of interest 
authorised standing 

During Up to During Up to at the 
1977-78 the end 1977-78 the end end or 

of of 1977-78•• 
1977-78* 1977-78* 

(Crores of rupees) 

2 3 4 5 6 7 8 

U.S.A. 4219.66 34.20 4150 .29 58.49 2403 . 43 (a)2368.69 3/4 per cent to 6 
:{.er cent. 

U.S.S.R. . . . 1150.31 24.85 903 .03 123 .38 796 .35 264 .27 2 per cent. 
Federal Republic of Germany 970. 55 82 .40 1096.93 73.46 599 .07 629 .14 1 per cent to 6! N 

{er cent. ....... 
Canada . 413.78 30.57 350.93 8.61 58 . 68 303.25 4 per cent to 6 

per cent. 
Japan 699 .82 68 .25 765 .33 44 . 16 267.96 551.65 4 per cent to 6 

per cent. 
U.K. 1199 .75 11.31 1232.01 35 .37 338 .50 1013.76 (A) 
lnternationaJ Bank for Re-

construction and Develop-
ment . 688.50 75 .03 388.45 35 .59 288 .90 199.54 4 per Celli to 6! 

International Development Asso-
per cent. 

~iation 3542 .23 287 .67 2555 .34 9.12 30 .13 2646 . 11 No interest is 
charged. A ser-
vice charge of 
3/4 per cent is 
payable on the 
amount 
~taQdill$· 

Ollf· 



2 3 4 5 6 7 8 
·---- --- - - - -----

Iraq 134 . 14 8.65 119.21 119.21 (B) 

Iran 31.60 31.60 (B) 

Netherlands 207 .32 51 .63 222 .88 3 .89 18 .34 210.35 2! p er cent 
per cent. 

Czechoslovakia J66 . 10 6 .49 91 .01 5.07 67.95 30 .78 21 per cel/f. 

France 393.31 42 .86 339 . 52 19 .0l 73. 18 266 .34 3 per cent 
per cent. 

Others (including Denmark, 
Austria, Belgium, Norway, 
Poland, Sweden, Switzer-
land, Yugoslavia, Italy, Hun-
gary, Bahrai n and other 
Trucial States in connection 
with retirement of Indian 
Currency etc.) 584.60 79 .41 507 .77 13.04 J89 .37 350.05 (C) 

TOTAL 14370 .07 803 .32 12754 .30 429 . 19 5131.86 8984 .74 
--- -- - ----

* Figures up to 5th June 1966 are a t pre-devaluation rates and after 5th June 1966 at post-devaluation rates. 
**The closing balances include the effect o f devaluation. 

(a) Includes Rs. 0 . 19 crore adopted pro Jonna in the accoun ts of 1976-77. 

to 5! 

to 3! 

(A) Credit from Lazard Bros. and Company carried interest al l pa Ct!llt above U.K . Bank rate (with a minimum of 
4 per cent per annum). 

(B) Information is awaited. 
(C) In terest rate varies from country to country. 

-+ j 4 
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V-LOANS AND ADVANCES BY UN £0N 
GOVERNMENT 

14. IDetails of loans and advances outstanding against State 
Governments, Foreign Governments, etc. at the end of 197 6-77 
and 1977-78 are given below : 

To whom lent Amount Loans Loans Amount 
out- paid repaid out-
standing during during standing 
on 31st 1977-78 1977-78 on 31st 
March March 
1977 1978 

(Crores of rupees) 

State Governments 10466.46 1907.90 875 .86 11498 .50 

Union Territory Governments 136.39 48 .33 5A9 179.23 

Foreign Governments 189.29 522.41 374.47 337 .23 

Government Corporations, 
Non-Government Institutions . 
Local Funds, Cultivators, etc. *7014.70 1606. 42 973.02 7648. 10 

Government Servants 113.34 69.95 59 .43 123 .86 

TOTAL *17920. 18 4155 .01 2288 .27 19786.92 

15. For loans granted to State Governments for rehabilitation 
of displaced persons from erstwhile East Pakistan and West 
Pakistan, State Governments have been paying to Government 
of India only the amounts actually recovered from displaced 
persons. 

In January 1964, Government decided that the entire loss 
not exceeding IO per cent of the total Joans advanced to States 
for rehabilitation of displaced persons from West Pakistan would 
be borne by the Union Government. Jn May 1964, it was 
decided by Government that losses on loans granted upto 31st 
March 1964 to displaced persons from erstwhile East Pakistan 

*Differs from the figures shown in the last year's Report due to subsequent 
correction. 
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would be borne fully by the Union Government. All such loans 
outstanding against each State Government on 31st March 1974 
have been consolidated and the terms and conditions of recovery 
have been further revised from 1st April 1974. The Union Gov­
ernment has so far (up to 31st March 1978) remitted or written 
off (Rs. 26.29 crores) of such loans. 

16. During 1977-78, Rs. 162 crores were paid as Ways and 
Means advances to State Governments for clearance/avoidance 
of overdrafts from the Reserve Bank of India. The entire 
amount was recovered within that year. 

17. The terms and conditions of the following loans to State 
and Union Territory Governments have not yet (March 1979) 
been settled :-

Ministry sanctioning Name of the State No.of Total Earliest 
the loan Government to Joans amount period 

which loan was of loans to which 
paid the loans 

relate 

(Crores of rupees) 

Ministry of Industry Jammu and Kashmir 0 .02 1977-78 

(Department of Pondicherry 3 0 .02 1977-78 
Industrial Bihar I 0 .20 1977-78 

Development) Orissa 2 0 . 10 1977-78 

Haryana 2 0 .12 1977-78 

Kerala 0 .11 1977-78 

Goa, Daman and 
Diu 2 0 .02 1977-78 

Nagaland 0 .01 1977-78 

Rajasthan 0 .08 1977-78 

Himachal Pradesh 0 .02 1977-78 

Mizoram 2 0.05 1977-78 

Arunachal 2 0 .03 1977-78 
Pradesh 

..::: 

.. 
..... 

.... 

--
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18. (a) Details of loans and advances to State Governments, 
in which recovery of principal and interest remained in arrear 
at the end of 1977-78 are shown below: 

Ministry sanctioning Name of the State Amount Out­
standing on 31st 
March 1978 

Earliest 
period the loan Government 

Ministry of Agricul-
ture and Irrigation 
(Department of 

Agriculture) 

Ministry of Agricul­
ture and Irrigation 
(Department of Food) 

Mini~try of Energy 
(Department of 

Power) 

Ministry of Finance 
(Department of 

Economic Affairs) 
S/7 AGCR/78-3 

2 

Andbra Pradesh 
Assam 
Bihar 

Haryana 

to which 
------- the arrears 
Principal Interest relate 

3 4 5 

(Lakhs of rupees) 

2.96 0.78 1976-77 
0.05 0.04 1976-77 
0.35 26.57 1976-77 

(Rs. 0.06 lakh towards interest 
recovered in 1978-79) 

0.03 0.15 1977-78 

Jammu and Kashmir 8.45 0.59 1977-78 

Karnataka 1.59 J.20 1976-77 

Madhya Pradesh 5.98 3.65 1977-78 

Maharashtra I.67 1.31 1977-78 

(Since recovered in 1978-79) 

Orissa 0.50 0.39 1976-77 
(Rs. 0. 33 lakh and Rs. 0 . 24 lakh 
towards principal and interest 
respectively recovered in 
1978-79) 

Pondicherry 0.01 1977-78 

Punjab 0.03 1977-78 

Rajasthan 1.01 0.85 1976-77 

West Bengal 0.23 0.16 1976-77 

Jammu and Kaslunir 0 .40 0.10 1976-77 

(Rs. 0.20 lakh and Rs. 0.06 Jakh 
towards principal and interest 
respectively recovered in 1978-79) 

Jammu and Kashmir 6.22 8.12 1977-78 
Uttar Pradesh 1.60 0.34 1977-78 

Jammu and Kashmir 903 .0J 1445.59 1977-78 
(Rs. 133 .95 lakhs towards prin­
cipal recovered in 1978-79) 
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2 3 4 5 

(LaJ..hs of rupees) 

Minislry of Home 
Affairs 

(Department of Jammu and Kashmir 0.42 0 .22 1977-78 
Personnel and Madhya Pradesh 0 .36 0 .20 1977-78 
Administrntive Orissa 0.13 0.07 1977-78 
Reforms) 

Ministry of Home 
Affairs Jammu and Kashmir 22.73 1.82 1977-78 

Ministry of Supply 
and Rehabilitation 
(Department of 

Rehabilitation) Andhra Pradesh 9 .08 7.87 1976-77 

Bihar 2 .04 9 .37 1976-77 

Kerala 0 .06 1976-77 

Manipur 0.05 1977-78 

Meghalaya 0 . 35 1976-77 

Tamil Nadu J. 83 55.47 1976-77 

Uttar Pradesh 0 .25 l.12 1977-78 

West Bengal 9. 15 1976-77 

Ministry of Ship-
ping and Transport Punjab J.45 1.90 1977-78 

(Rs. 1 .32 lakhs and Rs. 1. 73 Jakhs 
towards principal aod interest 
respectively recovered in 1978-79) 

Jammu and Kashmir l.49 l.89 1977-78 

Ministry of Works 
and Housing Madhya Pradesh 1.08 1977-78 

(b) Details of loans and advances to Government 
C:orporations, Non-Government Institutions, Local Funds, etc. in 

.j 

'ti 

,.., 
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which recovery of principal and interest remained in arrear at 
the end of 1977-78 are shown in Appendix IL 

(c) During 1977-78, the Department o( Atomic Energy 
sanctioned a fresh loan of Rs. 30.75 lakhs to the Indian R are 
Earths Ltd., Bombay for payment of arrears of interest accrued 
for the period from 9th March 1977 to 8th March 1978 on 
the loan of Rs. 300 lakhs sanctioned in 1977 for financing the 
capital outlay on the Orissa Complex Project. 

19. A~istance to various countries.-Govcrnment of lodia 
has been rendering assistance to various countries under the 
Colombo Plan and Special Commonwealth African Assistance 
Plan. The aid rendered under the Colombo Plan was Rs. 8.91 
crorcs during 1977-78 and Rs. 141.09 crorcs up to 1977-78 
of which Rs. 133.66 crores were to Nepal (for national high­
ways, hydro-electric projects, min.or irrigation works, village 
development programme, training of technical personnel and 
services of Indian experts). The aid rendered under the Special 
Commonwealth African Assistance Plan was Rs. 14 lakhs during 
1977-78 and Rs. 177 Jakhs up to the ~nd of 1977-78. 

In addition Government has also given loans to foreign 
countries; the amount outstanding on that account at the close 
of 1977-78 was Rs. 337.23 crores. 

20. Guarantees given by the Union Government.- Under 
Article 292 of the Constitution, the Union Government may give 
guarantees within such limits, if any, as may be fixed by 
Parliament by law. No maximum limit for giving guarantees 
has been fixed as yet. The information about the guarantees 
given by the Union Government and outstanding as on 31st 
March 1978 was awaited (March 1979) . 

21 . Contributions to International Organisatfons.- The total 
amount of contributions to international bodies made during 
1977-78 was Rs. 2025.35 lakhs. The more important 
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contributions made during each of the three years ending 
1977-78 are indicated below~ 
To whom paid 

Ministry of Education and Social We/fare­
United Nations Educational Scientific and 

Cultural Organisat ion 
United Nations Iaternational Children's 

Emergency F und 
Ministry of Extemal Ajfairs­
United Nations Organisation 
Ministry of Fi11a11ce-
United Nations Development Programme 
Ministry of Agriculture and Irrigatio11-
Commonwealth Agricultural Bureau 
Food and Agricultural Organisation 
Ministry of Health and Family Welfare­
World Health Organisation 
Ministry of Labo11r-
Interna tional Labour Organisation 
Ministry of Communicatio11s­
Interoational Telecommunications Union 
Department of Atomic E11ergy­
Intemational Atomic Energy Agency 

197S-76 

93 . 13 

100.00 

*284.36 

359 . S2 

9.62 
•• 

110 .98 

97. 49 

30 .39 

***2S . 51 

1976-77 1977-78 
(Lakhs of rupees) 

(a)90.46 (A)48.93 

118.00 (A)131.00 

(b)565 . 72 (A)207. 38 

369.84 (A)564.90 

(c) (c) 
113 . 59 (B)t60.44 

(d)190.13 160 .45 

86.90 S8.04 

(e)32.03 (C)34.34 

(f)78 .05 30.52 

• Includes R.,;. 272. 57 lakhs paid during 1974-75 and excludes Rs 14. 11 
Jakhs paid in 1975-76 but not adjusted during the year. 

** Rupees 74.20 lakhs paid during 1975-76; this amount has been) 
adjusted in the accounts for 1977-78. 

u• Excludes Rs . 34. 91 lakhs paid during 1975-76 but adjusted in the 
accounts fo r 1976-77. 

(a) Excludes Rs. 3.31 lakhs paid during 1976-77 but adjusted in the 
accounts for 1977-78. 

(b) Includes Rs. 228.27 lakhs and Rs. 14 . 11 lakhs paid during 1972-73 
and 1975-76 respectively. 

(c) Rupees 14 .80 lakhs and Rs. 9.43 lakhs paid during 1976-77 
and 1977-78 respectively were stated to have been accounted for 
in the accounts of the Indian Council of Agricultural Research, a 
grantee institution of Government. The ma tter was under corres­
pondence (March 1979). 

(d) Includes Rs. 37.91 lakhs paid during 1972-73. 
(e) Excludes Rs. 2.55 lakhs paid during 1976-77 but adjusted in the 

accounts for 1977-78. 
(f) Includes Rs. 34.91 Jakhs paid during 1975-76. 
(A) Details of contributions actually paid during 1977-78 and of th.e 

adjustments/non-adjustments in the accounts for 1977-78 of contn­
butions paid in 1977-78 and earlier years were awaited (March 1979). 

(B) Includes Rs. 74. 20 Jakhs paid: during 1975-76. 
(C) Includes Rs. 2 . SS lakhs paid during 1976-77. 

-
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CHAPTER II 

APPROPRIATION AUDIT AND CONTROL OVER 
EXPENDITURE 

Results of appropriation audit 

22. The table given below shows the amount of odginal and 
supplementary grants and appropriations, the actual expenditure 
and the savings in the revenue and capital sections during 
1977-78. 

Voted Gra11ts­

Revenue 
Original 

Supplementary 

Capital 
Original 

Supplementary 

4931.95 i 
387.74 ) 

4602.10 1 
862.69 ) 

Charged Appropriations­

Revenue 

Original 

Supplementary 

Capital 

3354.31 1 
21 .83 5 

Original 12291.00j 

Supplementary 'J399. 35) 

GRAND TOTAL 

Total Actual Saving-
grants/ expen-
appro- diture Amount Per-
priations centage 

(Crores of rupees) 

5319.69 4958.95 360. 74 6.8 

5464.79 4711.06 753. 73 13.8 

3376. 17 3295 .56 80. (j] 2.4 

15690.35 15106 .93 283 . .J2 1 . 8 

29851.00 28372.50 1478.50 5.0 
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The overaU saving of Rs. 1478.50 crorcs represents about 
5 per cent of the total amount of voted grants and charged appro­
priations; it was the net result of savings of Rs. 447.85 crorcs in 
130 grants/appropriations in the revenue section and R s. 1070.07 
crorcs in 80 grants/appropriations in the capital section and 
excess of Rs. 6.50 crores in 7 grants/appropriations in the revenue 
section and Rs. 3:?..9:?. crorcs in 2 grant!. in the capital section . 
The savings in 1977-78 have been analysed in paragraph 25. 

23. Supplementary gran1s/appr0priations.-During the year 
supplementary provision of Rs. 387.74 crores and Rs. 862.69 
crores were obtained under 38 and 27 grants in the revenue and 
capital sections respectively. Supplementary appropriations of 
R s. 21.83 crores and Rs. 3399.35 crores were also obtained for 
charged expend iture under 11 and 13 appropriations in the revenue 
and capital sect ions respectively. 

The amount of suppl-!me:1tary grants / appropriations obtained 
during the previous three years were : 

(Crores of rupee,,) 

Year Voted Charged 

1974-75 1380. 38 5/C.lfl 
(in 85 cases) (i11 25 cases) 

1975-76 1411 . 76 34/1.:!8 
(in 97 cases) (i11 34 ca.~es) 

1976-77 1338. 47 f(,82 .74 
(in 89 cases) (i11 .15 cases) 

In 23 cases* supplementary provision of Rs. 44.96 crores 
(revenue Rs. 26.15 erores and capital Rs. 18.81 crores) proved 

unnecessary as the expenditure did not even come up to the original 
grant/appropriation. In these cases, supplementary provision of 
Rs. 11.58 crores (revenue Rs. 6.17 crores and capital Rs. 5.41 
crores) was obtained in March 1978. 

*Details of these cases are given in Appendix IH 



24. Excess O\'Cr grants/ appropriations 

(a) Excess over grants.-There were excesses of R s. 6.49 
crores in 6 grants in the revenue section and Rs. 32.92 crores in 
2 grants in the capital section; these excesses require regularisation 
under Asticlc l 15 of the Constitu tion ; the details of the excesses 
arc given below 

SI. 
No. 

G ranL 

Rere1111e Sec1ia11 

Tota l 
!,>Tant 
Rs. 

Actual Excess 
expenditure 

Rs. Rs. 

Ministry of Agriculture and Irrigation 

(I } 9- Payments to Indian Council 
of Agricultural Research 58,56,09,000 58,65,51 ,850 9,42,850 

Excess occurred mainly under 'A.--Agriculturc A. 1-
A~!'.is tance to Indian Council of Agricultural Research : 
A. 1(3)-Administration ' (expenditure R s. 186.03 lakhs; pro­
vision Rs. 176.60 lakhs ) and was due to adjustment of debit for 
payment of India's membership contribution for 1977-78 to the 
Commonwealth Agricultural Bureau for meeting which an 
equivalent grant was paid to the Council during the year. 

Ministry of Education and Social Welfare 

(2) 28-Department of 
Education 1,57,59,000 1,59,02,073 1,43,073 

Excess occurred under 'A.-Secretariat-Social and 
Community Services : A. 1-Secrctarial' (expenditure Rs. 157.87 
Ja khs; provision Rs. 155. 94 lakhs) and was mainly due to 
incurring of expenditure in excess of provision owing to over­
lapping of allotment of such provision amongst spending units of 
the Department and non-provision of funds inadvertently for a 
committed liability. 

Ministry of External Affairs 

(3) 34-Ministry of External 
Affairs 1,03,23,37,000 1,05,04,97,333 1.8 1.60,333 

Excess occurred mainly under 'C.-External Affairs : C. 7-
0ther Expenditure: C . 7(3)-0ther Schemes' (expenditure 
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Rs. 628.58 lakhs; prov1smn Rs. 326.22 lakhs) and was due to 
visit of more delegations to United Nations and fluctuations in 
rates of exchange. 

Ministry of Health and Family \Velfare 

(4) 48- Ministry of Health 
and Family Welfare 84,51,000 87,13,458 2.62,458 

Excess occurred under 'A.-Secretariat--Social and Community 
Services : A. 1- Secretariat : A. 1(1) -Department of Health' 
(expend itu re Rs. 64.35 lakhs: provision Rs. 59.90 lakhs) and 
wac; mainly due to more expenditure on telephones and newly 
created Rural Health Scheme Divisipn and departmentalised 
Accounting Organisation. 

Ministry of Planning 
(5) 78-Survey of India 18,68,00,000 18,73,10,080 5,10,080 

Excess occurred mainly under 'A-Scientific Ser,vices and 
Research--Survey of India : A.3-Development Project Su rveys' 
(expenditure Rs. 607.14 lakhs; provision Rs. 487.55 lakhs) and 
was mainly due to re-fixation of pay of Grade II staff under 
Central Civil Services (Revised Pay) Ruks, 1S73, purchase of 
instrument for field work and payment of freight charges of 
photo equipment. 

Ministry of Works and Housing 
(6) 95-Public Works 69,85,08,000 74,34,17,536 4,49,09,536 

Excess occurred mainly under 'A-Public Works : A. 7-
Suspense: A. 7(1)--Stock' (expenditure Rs. 1850.77 lakbs; 
prov1s10n Rs. 1480.00 lakhs) and 'A. 7(2 )-Purchases' 
(expenditure Rs. 2742.76 lalms; provision Rs. 2506.42 Iakhs) 
and was mainly due to increase in cost of materials and labour, 
procurement of more quantity of steel and cement for new works 
and adjustment of old debits. 

Capital Sectio11 

Ministry of Commerce 
(1) 16- Foreigo Trade and 

Export Production 5,49,65,58,000 5,82,50,65,635 32,85,07,635 

Excess occurred mainly under 'MM-Advances to Foreign 
Governments : MM. 5-Loans to Government of U.S.S.R. : 
MM. 5 (1 )-Technical Credits incorporated in Trade Agreements' 

.. 
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(expeniJiture Rs. 39980.00 lakhs; provision Re;. 30318.77 Jakbs) 
and was mainly due to more requirement of technical credits 
under ltade agreements with U.S.S.R. 

Ministry of Home Affairs 

(2) 54--Police 6,50,00,000 6,56,91,636 6,91 ,636 

Excess occurred under 'AA.--Capital Outlay on Public 
Works : AA !-Construction : AA. 1(1)-Police' (expenditure 
Rs. 656.92 lakhs ; provision Rs. 650.00 lakbs) and was due to 
higher cost of materials and Jabour. 

(b) Excess over charged appropriations.-There was excess 
of Rs. 0.01 * crore in 1 appropriation in the revenue section. 
This excess also requires regularisation uuder Article 1J5 of the 
Constitution. The details are:-

Revenue Secrion 

Ministry of Finance 

45-Unioo Excise Duties 88,000 1,31,235 43,135 

Excess occurred mainly under ' A-Un~on Excise Dutil.!s : 
A 2-Collection Charges : A.2(1)-Collectorate-Headquarters' 
(expenditure Rs. 1.30 lakhs; provision Rs. 0.88 lakb) and was 
due to payment of decretal cost not anticipated. 

25. Savings in voted grants and charged appropriations.- TI1e 
·overall saving of Rs. 1478.50 crores was the net result of excesses 
.and savings as shown below : 

Voted Grants 

Charged Appropriations 

•Rs. 43,235 only. 

Savings Excesses Net Savings 

Revenue Capita l Revenue Capital Revenue Capital 

367.23 
(in 94 
grants) 

80.62 
(ill 36 
appro­
pria­
tions) 

(Crores of rupees) 

786 .65 6.49 32.92 360. 74 753.73 
(in 51 (in 6 (in 2 
grants) grants) grants) 

283.42 
(i11 29 
appro­
pria­
l ions) 

0.01* 
( ;11 I 
appro­
pr ia-
t ion) 

00 .61 283 .42 
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It would be seen from Appendix IV that in 35 grants (16 
grams in the revenue section and 19 grants in the capital section), 
the savings (more than Rs. 5 lakhs in each case) exceeded 
20 per cent of the funds; in 20 grants (revenue 6 and capital 14) 
of these cases, the savings ex:::eeded 30 per cent. 

Out of the final saving of Rs. 1153.88 crores (Rs. 367.23 
crores in revenue section and Rs. 786.65 crores in capital section) 
under voted grants, savings in 8 grants, particulars of which are 
given below, accounted for savings of Rs. 714.05 crores 
(Rs. 73.31 crores in revenue section and Rs. 640.74 crores in 
capital ection) : 

R evenue Section 

M.inistry of Agriculture aud Irrigation 

SI. 
No. 

Grant 

(I) 2- Agriculture 

Saving 

Rs. 4 1. 11 crores 

Saving occurred mainly under (i) 'A.-Agriculture : A 5-
Manurcs and Fertilizers: A. 5(2)-Subsidics' (Rs. 17.55 crores), 
( ii) 'A. 9-Extcnsion and Farmers' Training : A. 9(5)-Adaptive 
Re earch' (Rs. 1.00 crore), ( iii) 'G.-Aid M aterials and Equip­
ments : G. 1-Assistance from the Government of Federal Republic 
uf Germa ny : G. l ( I )-Value of Gift Ferti!Jzers, etc. for Agri­
cultural Development at Mandi. Almora, etc.' (Rs. 1.60 crores), 
( iv) ·H.-Grants-in-aid to Stale Governments : H .2-Grants for 
Central Pla n Schemes : H . 2( I )-Agriculture : H. 2(1) (3)-Land 
Ref or ms : H . 2 ( J) ( 3) ( 1 ) -Assistance to N cw Assignees of Land 
on l mposi tion of Ceiling 011 Agricultural holdings' (Rs. 0.94 
crol'c), (v) 'If. 2(1)(4)-Agricultural Engineering : H. 2(1)(4)(3)­
Popularisa tion of Selected Improved Agricultural Imple­
ments' (Rs. 0.99 crorc) , (vi) 'H . 2(3)-Area Development : 
I-1. 2( 3)( 1)-Dry Land Development : H . 2(3)( 1)(1) - Com­
mand Arca Developmen1 Programme' (Rs. 2.35 crorcs). (vii) 
'H. 3-Grants for Centrally Sponsored Plan Schemes : H. 3(1)-

-
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Agriculture : H. 3 (1) ( 4 )-Commercial Crops : H. 3 (I)( 4)(2)­
Package Programme for Development of Cashewnut' (Rs. 1.03 
crores) , (viii) 'H. 3(1) (4) (4)-lntensive Cotton District 
Programme' (Rs. 1.02 crores), (ix) 'H. 3(1)(4)(6)- Develop­
ment of Oilseeds' (Rs. 1.36 crores), (x) 'H. 3(1) (5) -Extension 
and Farmers' Training: H . 3(1)(5)(2)-Strengthening of 
Machinery on extension and Agricultural Administration in States' 
(Rs. 1.00 crore) and (xi) 'H.3(3)-Minor Irrigation : H .3(3) (!)­
Strengthening or Grounc' Surface Water" ( Rs. I . J 8 erores). 

Saving was mainly clue to (i) less payment of subsidies to 
Mini"try of Chemicals and Fert ilizers. ( ii) non-impkmcntation of 
scheme<;. (iii) nun-r~ceipt of gift i'~rtilizers from abroad, 
(iv) less assistance to State Governments and (v) post-budget 
decision to make capital investments in Agricultural Financial 
1nsti tutions than assistanc.:e b v way of grants-in-aid th rough State 
Gm·crnments . 

Mjnistry of Commerce 

(2) 16- Forcign Trade and Export Production Rs. 32. 20 crores 

Savi ng occurred under (i) 'A.-Forcign Trade and Expor t 
Promotion : A. ?-Assistance for Export Promotion and Market 
Development : A. 7(8)-Export Subsidy on Sugar' (Rs. 7.28 
crores), (ii) 'B .-Co-operation : B. 2-Consumer's Co-operatives : 
B. 2( I )-Subsidy to National Co-operative Consumer's Federa­
tion on Controlled Cloth' ( R<;. 8.00 crorcs) and ( iii) 'C.-fnclus­
tries : C. 1-Larg:: anrl M edium Industries : C. 1 ( I )-Consumer 
Industries: C.1(1)(1)-Textiles: C.1(1)(1) (6)-Subsidy to 
Cotton Corporati o'n of Tnd ia for Im port of Cotton' ( Rs. 19.00 
crares ) and was mainly due to less payment of subsidy to State 
Trading Corporation, National Co-operative Consumer's Federa­
tion on Controlled Cloth and Cotton Corporation of India owing 
to less export of sugar, shortfall in production of controlled cloth 
~nd less import o'f cotton respectively. 
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Capital Section 

Ministry of Agriculture and Irrigation 

( 1) 2- AgricullUre Rs. 52 .65 crores 

Saving occurred mainly under 'AA-Capital Outlay on Agri­
culture : AA. 3-Manures '1nd Fertilizers :AA. 3(1) -Purchase 
of Fcrtiliz::rs' (Rs. 46.20 crores) and was mainly due to less 
import of fertilizers, adjustment of handling charges against re­
imbursement made previously to Food Corporation of India and 
less payment of compensation owing to reduction in price. 

Mini~ry of Chemicals and Fertilizers 

(2) 12- Chemicals and Fertilizers Industries Rs. 34. 82 crores 

Saving occurred under ( i) 'BB.-Loans for Petroleum, Chemi­
cals and Fertilizers Industrlies : BB. 3-Fertilizers : BB. 3 ( 1 )­
Loans to Public Sector and Other Undertakings : BB. 30)(1)­
Fertil izer Corporation of India Limited ' (Rs. 41.04 crores) and 
(ii) 'BB. 3(1) (2)-Fertilizers and Chemicals, Travancore Ltd.' 
(R s. 43.95 crores) . 

Saving was mainly due to (i) less requirement of loan owing 
to slippage in the delivery of equipment, slow progress in the 
erection of Plant and Machinery and availability of funds u nder 
the Fc1iilizer Retention Prices Scheme and (ii) non-payment of 
certain taxes rel'ating to foreign technicians and slippages in the 
commissioning of NPK Plant of Cochin Phase-II . 

. Ministry of Energy 

(3) 32-Power Development Rs. 7 1 . 20 crores 

Saving occurred mainly under 'BB.-Capital Outlay on .Power 
Projects : BB.1-Thermo Electric Schemes: BB.1(4)-0ther 
Expenditure : BB. 1 ( 4) ( 1 ) -Jovestment in National Thermal 
Pcwer Corporation of India' (Rs. 12.32 crores) and 
'BB. 2-Hydro-Electric Scbemes : BB. 2(7)-0ther Expenditure : 
BB.2 ( 7) ( 1) -Investment in National Hydro-Electric Power 
Corporation of India' (Rs. 50.15 crores). 

... 
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Saving was mainly due to !rs!= investment in National Thermal 
Power Corporation of India and National Hydro-Electric Power 
Corporation of India owing to procurement of equipment at 
lesser price than anticipated and non-transfer of Salal Hydro­
Ele::tric Project to the Corporation. 

Mfoirtry of Finance 

(4) 41-0ther Expenditure of the Ministry of 
Finance 

Rs. 328.08 crores 

Saving occurred mainly l!nder (i) 'AA.-Departme'11t of Eco­
nomic Affairs : AA. 1-Capital Outlay on Currency, Coinage and 
Mint : AA. 1 (1 )-Subscription to International Monetary Fund' 
(Rs. 211.00 crores) and (ii) 'AA. 3-Loans to Railways: 
AA. 3(2)-Loans to Railway Revenue Reserve Fund' 
(Rs. 102.43 crores). 

Saving was mainly due to non-payment of India's subscrip­
tion to the Fund and less requirement of loans by Railways. 

Ministry of Petroleum 

(5) 73-Petroleum and Petro-Chemicals Industries Rs. 128.35 crores 

Saving occurred under 'AA-Capital Outlay on Petroleum, 
Chemicals and Fertilizers Industries : AA. ! -Petroleum 
AA.1(1)-0il and Natural Gas Commission' (Rs. 133.57 
crores ). 

Saving was mainly due to Jess requirement of funds by the 
Commission owing to improved internal resources, procurement 
of Euro-dollar loan and postponement of certain activities. 

D epartment of Atomic Energy 

(6) JOO-Atomic Energy Research, Development 
and Industrial Projects Rs. 25 . 64 crores 

Saving occurred mainly under (i) 'AA-Capital Outlay on 
Scientific Services and Research- Atomic Energy R esearch : 
AA. 1-Bhabha Atomic Research Centre' (Rs. <:.62 crores). 
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(ii) 'AA 4-Reactor Research Centre' (Rs. 4.90 crores), 
(iii) 'DD.-Capital Outlay on Atomic Energy Development : 
DD. 4-Heavy Water Plants: DD. 4(2)- Heavy Water Project, 
Kota' (Rs. 3.27 crores) and (iv) 'DD. 4(7)-Purchase of Heavy 
Water• (Rs. 11.60 crores). 

Saving was mainly due to (i) slow progress and delay m 
commencement of civil and electrical works, delay in delivery of 
machinery and equipment, non-finalisation of consultancy agree­
ment for fuel Reprocessing Plant, non-filling up of vacant posts 
and economy measures, (ii) delay in procurement and fabrica­
tion of machinery, equipment and stores, postponement 
of certain works and slow progress of civil and electrical 
works and (iii) fess ex penditure on purchase of beavy water 
from abroad owing to restricted availability and reduced rates 
of foreign exchange. 

(ii) The rest of the saving under voted grants of Rs. 439.83 
crores (Rs. 293.92 crores in revenue section and Rs. 145.91 
crores in capital section) largely occurred in the revenue and 
capital sections of the following grants : -

Rerenue Section 

Grant 

4-Animal Husbandry and (Rs. 12. 50 crores) 
Dairy Development 

7-Department of Rural (Rs. 19. 04 crores) 
Development 

32-Power Development (Rs. 12. 14 crores) 

40-Transfers to State and Union 
Territory Govern men ts (Rs. 15. 66 crores) 

41- 0thcr Expenditure of the (Rs. 17. 28 crores) 
Ministry of Finance 

50-Family Welfare (Rs. 13. 95 crores) 

56--0ther Expenditure of the 
Ministry of Home Affairs (Rs. 11 . 16 crores) 

Centro/ling Ministry 

Agriculture and Irri­
gation 

Agriculture and Irri­
gation 

Energy 

Finance 

Finance 

Health and Family 
Welfare 

Home Affairs 



, ,.... 
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Capital Sectio11 

Crallt 

22- Ministry of Defence (Rs. 13. 57 crores) 

82-Ports, Light-Houses and (Rs. 18. 80 crores) 
Shipping 

92-Aviation (Rs. 14.02 crores) 

101-Nuclear Power Schemes (Rs. IQ.II crorcs) 

Co11trulli11g Ministry 

Defence 
Shipping and Trans­

port 

Tourism and Civil 
Aviation 

Department of 
Atomic Energy 



CHAPTER III 

CIVIL DEPARTMENTS 

MINISTRY OF COMMERCE, CIVIL SUPPLIES AND 
CO-OPERATION 

(Department of Commerce) 

26. Cash assistance for export of cottonseed oilcakes.-Oil 
can b~ extracted from cottonseed by two processes, viz. 
(i) mechanical expeller process ' and (ii) chemical solvent 
extraction process. The residual by-product in the expeller 
p rocess is known as "expeller cakes" and that in the extraction 
p rocess as "extractions". In India the 'extraction process' has 
been adopted recently and is generally restricted to extracting 
oil from expeller cakes. Both the processes can be applied either 
to whole cottonseed without delinting and dehulling it (in which 
case the cottonseed is said to be undecorticated) or to the kernel 
after separating the linter and hulls in appropriate machines 
(in which case the seed is said to be decorticated). When the 
decortication method is adopted, additional by-products are 
obtained in the form of linter and hulls. 

The oil yield is 17 per ce11t of the weight of the cottonseed by 
the decorticated extraction process, 12 per cent by decorticated 
expeller process, 13 per cent by undecorticated extraction process 
and up to 8 per cent by undecorticated expeller process. The 
residual oil in the decorticated expeller cakes is about 6 per ce11t 
of the weight o f the cottonseed and that in decorticated extract­
ions is less than one per cent. 

Although oilcake is a by-prouuct in the prouuclion of oil, 
it has become a significant item in the export trade, as it is a 
major source of high protein for feeding livestock in most develop­
ed countries. In India the whole cottonseed was traditionally 
fed to livestock and while there is a market for undecorticated 
cakes and extractions, that for decorticated extractions is negli-

40 
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gible. On the other band, the exporl demand is esse11tially for 
decorticated extractioos/expellers. 

The exports of decorticated cottonseed cakes for the last 
five years were as follows:-
Year Extractions Expeller cakes Tota l 

Quantity 
(Tonnes) 

Value Quantity Va lue Quantity Value 
(Rs. in (Tonnes) (Rs. in (Tonnes} (Rs. in 
crores) crores) crores) 

1973-74 1,80,555 21.35 28,422 3.60 2,08/)77 24.95 
1974-75 1,24,408 10.24 1,655 0 . 16 1,26,063 10.40 
I 975-7b l , 76,590 13. 07 27,887 2. 56 2,04,477 15. 63 
1976-77 l.2 1,027 15 . 16 69,165 9.40 1,90, 19'2. 24.56 
1977-78 1.29,215 18.85 23,636 3.27 1,52,851 22.12 

(Source All India Cottonseed Crushers' Association, .Bombay). 

Cottonseed is processed in India both in the organised and 
the small scale sectors. Io April 1977, there were 89 unit (orga­
nised sector) registered with the Directo r General of Technical 
Development (DGTD) for producing cottonseed oil through 
expeller method with an annual licensed/ registered capacity of 
13 . 75 lakh tonnes in terms of cottonseed. Of these, 30 units 
are composite ones with facilities for solvent extrac1ion as well. 

2. Prior Lo the devaluation of the rupee m 1966. under the 
erstwhile export promotion scheme, one tonne of copra or 
palm oil was allowed as import entitlemen t again L the export 
of 3 . 5 tonnes of decorticated cottonseed oilcakes to make up 
losses on exports. After devaluation, ca. h assistance on the 
export of decorticated cottonseed oilcake. was sanc1iooed with 
effect from 6th June 1966 and was io force till March 1973 
when l1 was withdrawn as a result of cost study made by the 
Minjstry of Finance. The rates of cash assistance in force from 
1966-67 to 1972-73 were a follows:-

Period 

6-6-l96u lO 3 1-12-1967 
1-J-1968 to 12-5-1968 
13-5-1968 to 31-3-1971 
1-4-1971to 14-11-1972 
I 5-ll-197~ to 23-3-1973 

S/7 AGCJJ..(18-4 

Extraction~ 
Rate 

Period 

(in per· 
ccntage 
of f.o.b. 
value of 
e;otport) 
25 
Nil 
12 .5 
Nil 
10 

6-6-1966 to 9-8-196 7 
10-8-1967 to 31-3-1969 
1-4- 1969 to 31·3-1971 
1-4-1971 to 23-3-1973 

Expclk:r 
cakes 
Rate 
(in per­
centage 
off.o.b. 
value of 
export) 
20 
Nil 

7.5 
Nil 
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3. Re-introduction of cash assistance in 1975.- In August 
1975, the main committee of the Marketing Development 
Fund (hereafter referred to as MDF committee) considered 
granting cash assistance on decorticated cottonseed 
extractions alone and decided to re-introduce it at 20 per cent 
of the f.o.b. value of exports during 1975-76 in excess of the first 
one lakh tonnes, provided the total exports were not less than 
two lakh tonnes during that financial year. The cash assistance 
was to have prospective application and the volume of exports 
effected from April 1975 to the date of decision (12th August 
1975) was not eligible for cash assistance though it .was to be 
counted for determining the export performance. 

The main reason adduced for granting the cash assistance 
was that while the decorticated process was preferable because 
it yielded 4 per cent more oil, producers tended to prefer the 
undecorticated process for the reason that whereas cottonseed 
oil fetched the same price, the cost of the undecorticated process 

'was lower and the cakes got higher prices in the domestic market 
than extractions did in international markets. 

The decision of the MDF committee was based on a pro­
jection by the Ministry of Commerce, which envisaged a pro­
gressively increasing export target as follows:-

1975-76 2 . 00 lakh tonnes 
1976-77 . 2 . SO lakh tonnes 
1977-78 . 3.00 lakh tonnes 

Thus, the cash assistance was 'intended to be an inducement to 
reach a higher level of performance and it had been classified 
under the budget head "Commodity Development". 

On 5th September 1975, Government issued a sanction con­
veying the above decision. It was laid down that cash assistance 
would be admissible only to exporters registered with and on 
exports routed through the All-India Cottonseed Crushers' 
Association, Bombay (hereafter referred to as AICOSCA). 
The latter was required to submit a single consolidated appli­
cation for the cash assistance to the Joint Chief Controller of 
Imports and Exports (JCCIE), Bombay, by 30th June 1976 
along with the prescribed documents in respect of each 
consignment. 

. 
1 
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Three months later, however, Government issued another 
sanction (5th December 1975) extending cash assistance at 15 
per cent of the f.o.b. value on export of decorticated cottonseed 
expeller cakes also from 1st November 1975 to 31st March 1976. 
The qualifying annual target of two lakb tonnes was to be applied 
to the total exports of both decorticated lextractions and 
expeller cakes; this was also clarified by Government in May 
1976. 

The industrial licences issued to the expeller units in the 
organised sector generally contain a condition that cottonseed 
should be delinted and decorticated before being crushed. The 
DGTD clarified (June 1978) that only in the case of a few regist­
ration certificates issued during the 1950's such a condition 
might not have been stipulated. Thus, it would appear that 
Government had sanctioned (5th September 1975) cash assis­
tance on the export of cottonseed oilcakes mainly to encourage 
the adoption of the decorticated process with the object of higher 
recovery of oil resulting in saving of foreign exchange on imports 
of oil. The Ministry of Commerce stated (March 1979) that 
"cash assistance on export of cottonseed oilcakes has an additional 
and more important role than a simple export promotion 
measure. The scheme is designed to induce larger production 
of cottonseed oil in the country and reduce the gap between 
internal production and requirements." 

4. Extension of target period. - On 18th March 1976, 
Government issued another sanction extending the target period 
of 1975-76 by one month so as to includy April 1976 also for 
fulfill ing the prescribed export target of two lakh tonnes subject 
to which alone the cash assistance was admissible. 

On 23rd June 1976, Government specifically extended cash 
assistance on the exports of decorticated extractions and expeller 
cakes made during April 1976 also, at the same rates (viz. 20 and 
15 per cent respectively) as were applicable for exports made 
during 1975-76. 
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fa::pl.iining the decision LO extend the target period Govern-
ment clarified (August 1978) as follows :-

.. There was late arrival of cotton crop in 1976 and the 
commencement of purchase operations by the Govern­
ment of Maharashtra was a lso delayed. It was, there­
fore, not possible for the industry to procure cotton­
"eed for extraction purpose from the new crop till 
VI.arch-end. Consequently, it \\as not possible for the 
indu stry to achieve the target of 2 lakh tonnes by the 
end of March 1976. At the beginning of February 1976, 
tbe industry a pproached Government to extend the 
time limit. It was feared that if the industry is no t given 
any ca h incentive, they might stop further processing 
a nd Lbe purpo ·e o r sanctioning the cash assi tance would 
be defeated. In order to avert such a situation it was 
decided. in consultation \\ ith the Ministry of Fina nce, 
rhat the time limit for achievi ng the target lshould be 

c>: tended by one month. i.e. up lo 30th Apri l 1976' ' . 

As against the projected lo"' expectations, however, I. 68 
lakh tonnes (extraction~ I . 54 lak h tonnes and expeller cake 
() .14 lakh tonnes) had a lready been exported by the end or 
January 1976, and before the end of February 1976 over 1. 80 
lak.h tonne!. had actually been exported and further commit­
meofs for progre siv1.: export o f 2 .0I lakh tonnes by 31st March 
1976 had been made by the industry in the contract<; a lready 
concluded as could be een from the entrie made in the relevant 
register-.. o f contrac t ~ maintained by A LCOSCA. It would 
appear 1ha t the abO\e details were not ascertai ned by Govern­
ment tr~m1 the A rCOSCA at the lime of taking the deci <>ion to 
extend the period from 12 to 13 months fo r 1975-76. 

On}) 3.550 tonnes (extractions 2,950 tonnes and ex pelter cake 
600 tonnes.) were contracted fo r in March 1976 fo r shipment 
during 1bat month. The actual export made from 1 t April 
1975 to 3 lst March 1976 were 2.04 Jakh tonnes (extractions 
I . 76 lakh tonnes a nd expeller cakes:o. 28 lakh tonnes) according 
to th<" ..;tat istics supplied by AICOSCA. Thus. it would be seen 
that before t11e end of February 1976 the industry was already 
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in a position to achieve the prescribed target of two lakh tonnes 
for the financial year in spite of the constraints arising out of 
the delay in the arrival of the cotton crop or in cotton procure­
ment. 

Exports made during April 1976 were 32,050 tonne textrac­
tions 21,466 tonnes and expeller cakes 10,584 tonnes) on which 
cash assistance of Rs. 51. 05 lakhs was paid along with the daims 
for 1975-76. 

For the purpose of eligibility of cash assistance on tho exports 
of decorticated cottonseed oilcakes during 1975-76, a target of 
2 lakh tonnes was to be achieved during the period April 1975 
to March 1976. A consolidated claim for cash assistance was 
to be made by AICOSCA by 30th June 1976. Exports made 
during April 1976 should normally have been counted agamst 
the exports during the subsequent year (1976-77). By taking 
into account the exports of April 1976 against the target of 1975-
76, cash assistance to the extent of Rs. 51.05 lakhs was paid on 
them one year in advance. As explained in sub-paragraph 5 
below, the actual exports during 1976-77 fell short of the target 
of 2. 5 lakh tonnes fixed for that year. U the exports during 
April 1976 had not been taken into account in the exports of 
1975-76, no cash assistance would have been payable on them. 

Government were requested!( August 1978) to clarify, inter a/ia, 
the precise basis for their reaching the conclusion that the,target 
would not be fulfilled by March 1976. Government stated(March 
1979) that "when the industry rept\!Sented in February 1976 fo r 
extension of the target, the possibility of the target being ach.lcved 
had not been ruled out but there was an element of uncertainty 
and the industry wanted to be assured that they would get the 
promised cash assistance to continue with the processing". 

As mentio.ned earlier, the re-introduction of cash assistance 
on exports of cottonseed oilcakes in September/December 
1975 was governed by the concept of a progressively inc.r ..::isiog 
annual target and the incentive had been classified undc::r the 
head "Commodity Development". Government were requested 



46 

(June/August 1978) to clarify how they had considered that the 
underlying purpose of development assistance would be served 
by extending the originally stipulated period for achieving the 
prescribed target. Government stated (March 1979) that "if the 
liarget was not extended, there was a possibility of no cash 
assistance being admissible for 1975-76 also. The idea then 
was not to disentitle the industry of the assistance on some techni­
cal ground but to see whether the objectives could be achieved 
by slightly modifying the scheme". 

5. Sanctions of cash assistance i11 1976-77 and 1977-78.-ln 
a sanction issued on 27th March 1976, Government 
sanctioned cash assistance on decorticated cottonseed extractions 
and expeUer cakes for the period 1st May 1976 to 31st March 
1977 at the increased rates of 22. 5 and 17. 5 per cent of f.o. b. 
value respectively, subject to the following basic conditions:-

(a) A higher export target of 2 . 5 lakh tonnes (for total of 
both items) should be fulfilled during the above period ; 
and 

(b) exports of the firs t one lakb tonnes of the two items would 
not qualify for cash assistance. 

The export performance during the above period fell far 
short of the target of 2. 5 lakb tonnes. From May 1976 to 
January 1977 only 82,028 tonnes were exported, the monthly 
figures ranging from 3,371 to 12,186 tonnes between May and 
D ecember 1976. Although the exports picked up in January, 
February and March 1977 (21,539/28,722/47,392 tonnes 
respectively), the tota l exports from May 1976 to March 1977 
came to l. 58 lakh tonnes (extractions 99,561 tonnes and 
expeller cakes 58,58 1 tonnes). 

Government issued a sanction on 4th April 1977 under 
which: 

(a) no export target for the year 1977-78 (2/2. 5 Jakb tonnes 
as adopted in the preceding two years) was prescribed; 

(b ) cash assistance for 1977-78 on extractions alone was 
sanctioned, on a graded scale for exports above one lakh 
tonnes; and 
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(c) the sanction dated 27th March 1976 for 1976-77, which 
had virtually become inoperative because of shortfall 
in performance, was substituted by a fresh sanction in 
respect of extractions, alone, covering the month of March 
1977 on the same graded pattern as for 1977-78 (reduced 
pro rata by one-twelfth) for exports above 8,333 tonnes 
made during that month. 

This sanction was followed by another one dated 20th April 
1977 in which Government sanctioned cash assistance on export 
of decorticated cottonseed expeller cakes also, at ra tes which were 
5 per cent lower than those for extractions. It was also 
clarified that the quantities indicated in the graded scales were 
to be worked out taking the exports of extractions and expeller 
rakes together. The graded scales were as follows:-

Rates of cash assistance 
(percentage of f.o.b. value) 

Extractions 

Nil 

15 

20 

22~ 

Expeller 
cakes 

Nil 

10 

15 

17! 

Quantities of export qualifying for c.ish 
assistance (tonnes) 

1977-78 

Up to l lakh 

Above I lakh and 
up to 1. 5 lakb 

March 1977 

Up to 8,333 

Above 8.333 and 
up to ti.500 

Above l . 5 lakh and Above 12,500 and 
up to 2 lakb up to 16,666 

Above 2 lakh and 
up to 2.5 lakh 

Above 2.5 lakh 

Above 16,666 and 
up to 20,833 

Above 20,8JJ 

6. Export targets.- In reply to an audit query asking why 
no export target (which had governed the projection made 
in 1975 by the Ministry of Commerce in the context of the 
MDF committee's decision to re-introduce cash assistance a nd 
had also been incorporated in the sanctions in the two 



48 

preceding years) was prescribed for 1977-78, Government 
stated (August 1978) as follows:-

" The targets fixed in~1975-76 and 1976-77 were found_to be 
unrealistic. The tendency of the processors was to wait 
and watch the performance till the late period in the 
year and make an effort only if there was reasonable 
chance of the target being achieved. If there was even 
a slight shortfall in the target, there would have been 
a loss to the processors but there would be a profit if 
tile target is achieved. This was in the nature of a 
gamble which is not normally taken by the industry. 
The better alternative was to devise a formula whereby 
there is no lo s if the export fal ls short of the target but 
there is a profit when there are higher exports. A graded 
target wi th higher incentives for larger processing and 
exports was therefore thought of." 

During 1973-74 and 1974-75 when there was no cash 
compensatory support on this item, the annual export had 
amounted to 2.09 lakb tonnes and 1.26 lakh tonnes respectively 
and consequently it would appear that it was unrealistic to have 
fixed the qualifying floor-level for 1977-78 at one lakh tonnes 
even below the minimum performance in 1974-75 without cash 
assistance. 

In reply to another specific query as to why no export target 
was fixed when the main object of grant of development assis­
tance was to promote exports, Government stated (August 1978) 
that " ..... . commodity development does not necessarily 
involve quantitative increase in the export of any particular 
i tern ... . .. " Govern ment was requested (August 1978) to clarify 
what precise resul ts such assistance was expected to achieve if 
not a progressive increase in the volume of exports. Government 
stated (March 1979) that "development assistance becomes 
necessary where domestic market is weak as in the case of cott­
onseed oilcakes". Government, however, also added that in the 
light of the recommendations of Dr. Alexander Committee, the 
pattern of cash assistance on the export of cottonseed extrac­
tions and expellers had been reviewed and il had been decided 
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"lo reintroduce cash assistance subject to achievement of a mini­
mum target". 

7. Cash assistance for March 1977.-Explaining the 
circumstances in which the de 11ovo scheme ~of ·cash 
assistance for March 1977 was announced in April 1.977, 
Government stated (August 1978) that the sanction dated 
4th April 1977 (dealing solely with extractions) was in pursuance 
of a decision taken by the Cash Assistance Review Committee 
on 23rd February 1977, and that the subsequent sanction dated 
20th April (bringing expeller cakes also within the scope of the 
sanction) had been issued "by way of clarification" with the 
approval of the above committee conveyed in its meeting held 
on 4th April 1977. · 

During a scrutiny in audit of the rele,ant consolidated cash 
assistance claims in the office of the Joint Ch ief Controller of 
Imports and Exports (JCCIE), Bombay, it was noticed that out 
of the total quantity of 47,392 tonnes actually exported during 
March 1977 as much as 38,773 tonnes pertained to contrflcts 
already executed up to January 1977 ( 41 ,435 tonnes against 
contracts concluded up to 10th February 1977). As againsttP.ese 
commitments for March 1977 shipments, the exports made during 
the month of March in the three preceding years had been as­
follows :-

March 1974 

March 1975 

March 1976 

(tonnes) 

23,539 

11,821 

24,062 

It would, thus, appear that well before Government took a 
a decision (on 23rd February 1977) to give an incentive on a 
graded pattern for encouraging the exports during March 1977, 
the exporters had booked for shipment during that month quan­
tities which not only constituted the bulk of the exports actually 
made in March 1977 but exceeded (a)_the exports during March 
in each of the three preceding years and (b) the level p rescribed 
by Government (viz. 20,833 tonnes) above which maid mum rate 
of cash assistance was applicable. 
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It would appear that while taking a decision on 23rd February 
1977 to grant cash assistance on exports in March 1977, Govern­
ment did not ascertain from AICOSCA up-to-date details of 
relevant contracts already concluded. 

In spite of special sanction of cash assistance, only 3089 tonnes 
of extractions and 105 tonnes of expeller cakes as against the 
total of 37,434 and 9,958 tonnes respectively exported in March 
1977, pertained to contracts entered into after 23rd February 
1977. Cash assistance lo the extent of R s. J 1.5. 03 lakhs had 
been paid against the exports made during March 1977 
(Rs. 95.96 lakhs in respect of extractions, and Rs. 19 .07 lakhs 
in respect of expeller cakes). 

Government had not so far (February 1979) replied specifically 
to an audit query (August 1978) asking for clarification of the 
precise reasons justifying)he graded scales as envisaged by them for 
the exports in 1977-78.to cover those in March I 977lalso pro rata. 

8. Profitability of exports in March 1977.- The average 
cotton eed price in Cndia, the average prices of undecorticated 
expeller cakes in India and unit value realisations per tonne on 
exports of decorticated extractions and expeller cakes are 
given below 

M onth 

April 1975 
May 1975 
Juoe 1975 
July 1975 
August 1975 
September 1975 

Average 
cotton­
seed 
price in 
India 

(A) 

2 

NA 
'A 

11 68 
1133 
1285 
1136 

Average 
price 

Average unil-valuc 
rea lisa tion on ex-

of un-
decorti-

ports 

cated Dccorti- Dccorti-
expeller catcd cated 
cakes in extrac- expellcr 
lndia tions cak~ 

(Rupees per tonne) 
(B) (C) {D) 

3 4 5 

NA 825 NA 
NA 689 966 
731 659 NA 
663 706 NA 
768 637 NA 
746 685 886 

• l 
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2 3 4 5 - October 1975 12 15 794 8 19 983 

~ November 1975 11 20 867 773 926 

December 1975 11 32 897 751 942 

January 1976 1219 871 717 930 

February 1976 1096 695 777 930 

~ 
March 1976 1026 780 827 '107 

April 1976 1168 859 880 904 

May 1976 1134 888 961 920 

J une 1976 1259 1021 997 882 

July 1976 1392 1075 1067 11 51 

August 1976 1453 11 34 1243 973 

September 1976 151 3 11 84 1294 1204 

October 1976 1463 1210 1284 1183 

November 1976 1564 1228 123 1 14 15 

Dccemb..:r 1976 1666 111 6 1430 1492 

I 
Janlilry 1977 1774 1222 121 8 1511 

February 1977 1826 1236 1516 1748 

March 1977 1762 1253 1461 1513 

(Sources.- (A) and ~ B): "Oilseeds anu Oil Review" published by Bombay 
Oilseed a nd Oi ~ Ex:changc Ltd ; (C) and (D): AlCOSCA) 

J 

It would be seen from the above that : 

(i) towards the end of 1976-77 the average unit value per 
tonne realised by exports of decorticated extractions, 
which had ranged from Rs. 637 to Rs. 827 in 1975-76, 
had gone above Rs. 1,200 from August 1976, and above - Rs. 1,400 in December 1976, February-March 1977. 

'T 
Similarly, the average unit value per tonne realised by 
exports of decorticated expeller cakes, which had ranged 
from Rs. 886 to Rs. 983 in 1975-76, had gone above 
Rs. 1,400 in November 1976 and above Rs. 1,500 from 
January 1977; 
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(ii) the prices for cxpeller cakes, in particular, had become 
so profitable around this time that in January/February 
1977 the quantities of decorticated expeller cakes ex­
ported were unusualJy high (12,286/ 15,936 tonnes against 
the monthly average of 5764 tonnes in 1976-77), fetching 
realisations of Rs. 1. 86/2. 79 crores at an average unit 
value of Rs. 1,51 l/Rs. 1,748 per tonne and surpassing 
unlike ever before even the quantities of extractions ex­
ported during those months (9,253/ 12,786 tonnes) ; 

(iii) the increase in the average unit value realisations pee 
tonne of extractions and expelJer cakes was in greater 
proportion than the increase in the average price of 
cottonseed ; and 

(iv) as against the above, the monthly average prices of unde­
corticated cottonseed cakes in the domestic market, 
which had ranged from Rs. 663 to Rs. 897 per tonne 
in 1975-76, had increased only to Rs. 1222/ 1236/1253 
per tonne in January/February/March 1977. 

In reply to an audit query asking whether this increasing trend 
in unit value realisations had been taken into account 
while deciding the grant of cash assistance on exports during 
1977-78 and especially in March 1977, Government stated 
(August 1978) as follows:-

"While taking a decision in February J 977 to grant cash 
assistance on exports in March 1977, Government could 
not anticipate that the f.o.b. realisation during March 
1977 or in the subsequent months would be of any parti­
cular level. We cannot suspend cash assistance when 
the international price rises as decision taken is appli­
cable at least for a period of one year. In actual fact, 
however, there has been a fall in the international prices 
of cottonseed meal and also a rise in prices of cotton­
seed in the internal market beyond March 1977." 

-

J 

-
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T he:: situatio n fo llowing March l977 wa as follows:-

Month 

April J97i 

May 1977 

June 197"' 

July 1977 

Augu.'t 1 <J77 

Scptemtll!r 1977 

Octobc1 1977 

November 1977 

Dcccmbc;r 1977 

January 1978 

February 1978 

M arch t 'rl> 

Apr il 1 47~ 

May 1971> 

.l une 1 97~' 

July J97~ 

Augu~t 1978 

Average 
cotton­
seed 
price in 
India 

1650 

1744 

1845 

1771 

1753 

1602 

1477 

156 1 

1650 

NA 

1536 

1541 

1450 

A 

NA 

NA 
/\ 

(Source: Same as in p receding !able). 

Average 
price or 
Wlde­
coni­
cated 
ex pc lier 
cakes in 
India 

A\erage unit value 
realisation o n 

expor ts 

Decorti- Decorti-
cated cated 
extrae- expcller 
tions cakes 

(Rupee per 101rne) 

1278 1509 

1356 1593 

136 1 1608 

1295 

1246 

1239 

1233 

l 173 

1102 

1045 

IOOO 

996 

1005 

9% 

1040 

IOOS 

1702 

1676 

1637 

1760 

1240 

1232 

11 22 

1101 

1091 

I 142 

11 8 1 

1151 

11 37 

1093 

1544 

1707 

1759 

1681 

1484 

1517 

NA 

1014 

1167 

1176 

1181 

1156 

1295 

1234 

1263 

1245 

1171 

The following fact emerge from 1hc abovc:-

(a) the average uni! value realisation per tonne on expo rt!> 
of decorticated extractions and expellcr cakes rose 
further up to September/October 1977 and were higlier 
than, those of undecorticated cakes in.the.domest ic market ; 



54 

(b) although there was a fall in unit value realisations from 
November 1977, these still continued to be higher than 
those of undecorticated cakes in the country; and 

(c) the domestic cottonseed prices, which had risen in 
May-July 1977, also feIJ from August 1977 to levels 
below those prevailing in December 1976-February 1977. 

The information available in the contract register main­
tained by AICOSCA revealed that contracts for export of extra­
ctions/expeller cakes (14558/1325 tonnes) for shipments in 
March 1977 had been booked in December 1976 and January 
1977 at f. o. b. prices ranging from R s. 1425/ 1624 to 
Rs. 1775/1774 per tonne. 

It would, thus, appear that high export performance had 
been achieved in March 1977 mainly because of high profits 
accruing therefrom and the special sanction of cash assistance 
for that month merely had the effect of adding substantial 
amounts (Rs. 115. 03 lakhs) to those profits. It was significant 
to note that 26,559 tonnes, out of 47,392 tonnes exported in 
March 1977, qualified for cash compensatory support at the 
maximum rates (extractions, 22t per cent; expeller cakes, 17f 
per cent) prescribed under the new scheme which normally would 
have been reckoned as relating to the ensuing year. 

9. Cash assistance for 1978-79.-0n 1st April 1978, 
Government issued a sanction continuing the cash assistance 
on decorticated cottonseed extractions and expeller cakes 
during the year 1978-79, with the same graded scale and 
subject to the same conditions as had been prescribed 
in the preceding year. 

10. Cash assistance on expeller cakes.- It was noticed 
that policy regarding cash assistance on export of expeller 
cakes had also been changing from time to time. 
During certain spells in the past (August 1967 to December 
1967; May 1968 to March 1969; November 1972 to March 1973) 
the cash assistance on expeller cakes was withdrawn while that 
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on extractions was continued. But during other spells (June 
1966 to August 1967; April 1969 to March 1971) it was 
sanctioned on exports of both the items. In August 1977, 
Government had abolished the cash assistance on exports of 
cottonseed expeller cakes specifically in order to encourage the 
production of oil by the domestic solvent extraction units because 
the extraction process would yield a greater quantity of oil. 

Cash assistance for exports of expeller cakes sanctioned up 
to April 1976 amounted to Rs. 45. 86 lakhs. In a meeting held 
on 4th April 1977 the CARC decided to sanction cash assistance 
for exports of expeller cakes already made in March 1977 
(9958 tonnes: cash assistance paid Rs. 19.07 lakhs). It may be 
mentioned that since these exports bad already taken place this 
assistance could not have had the effect of inducing greater 
exports of expeller cakes in March 1977. The considerations 
on which the Ministry thus gave retrospective effect to a 
decision taken in April 1977 to March 1977 exports are not 
on record. The point was taken up (August 1978) with 
the Ministry; their specific remarks were awaited (February 1979). 

11. Distribution of benefit among exporters.-In the sanctions 
for cash assistance on export of oilcakes issued from 
September 1975, Government had laid down that the cash 
assistance would be drawn by the All India Cottonseed 
Crushers' Association, Bombay, through a single consoli­
dated claim. However, Government had not laid down any 
guidelines regarding the actual manner of distributing the cash 
assistance among the exporters and AICOSCA had generally 
been allowed to adopt its own devices in the matter. 

On 22nd January 1976 when AICOSCA issued a circular 
to its members to put forth extra efforts to achieve the prescribed 
target, it announced that the quantum of cash assistance 
for 1975-76 against (a) exports made up to 20th January 1976 
and (b) exports made after that date up to 31st March 1976 
(changed to 30th April 1976 subsequently) would be.distributed 
pro rata quantity-wise among all the concerned exporters of 
(a) and (b) respectively. 
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The pattern of distribution actually made in terms of the 
above formula was as follows:-

Ex1ract1om· 

1-4-1975 to 20-1-1976 
21-1-1976 ti' 30-4-1976 
1.!,x pellers 
1-4-1975 t i' 20-1 -1976 
21-t-197t. (1' 30-4- 1976 

(~our,i : A lCOSCA, Bombay). 

Quantity 
exported 

(In lakh 
tonnes) 

I. 53 
0.45 

0 .11 
0.28 

Corres- C.'ISh 
ponding assistance 
cash assis- distributed 
ta nee to 
cla imed member 
by 
AI COSCA 

2 3 
(Rs. in (R.<;. per 
lakh<;) tonne) 

86.58 57 
74.40 166 

10 .0-i 96 
37 .68 134 

Govern ment were requested (August 1978) to clarify why 
no precise crireria or even broad guidelines had been pre cribed 
by them in the matter of actual distribution of the cash assistance 
drawn by ATCOSCA. Government stated (March 1979) that 
introduction of suita ble safeguards for ensuring proper distri­
bution for the future had been considered and a decision taken 
to allo"' cash as istancc on every to nne of export. 

12. umming up, the fo llowing main points emergc:-

(a) The concept of a n export target envisaged in the pro­
JCCtion made by the Ministry of Commerce, while justi­
fying the re-introduction of cash assistance in 1975 and 
actually adopted in the sanctions for 1975-76 and 1976-77 
(vi::. 2 and 2.5 lakh tonnes). had been given up from 
1977-78. 

(b) Cash assistance on export or decorticated expdlcr cakes, 
m particular. had bee n allowed by subsequent sanctions 
both for 1975-76 and 1977-78 including March 1977. 
B) allowi ng cash a'\sistance on exports of expcller 
cakes, the object of enco uraging the production of 
oil by the domestic ~o lvent extract ion units willt a 
view lo yielding greater quan tity .of oil. \\C:l S, to some 
extent , defea ted. 
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(c) By extending the period of exports for cash assistance 
from 12 to 13 months for 1975-76 by including April 
1976, extra cash assistance of Rs. 51.05 lakhs became 
payable. Similarly, by giving pro rata benefit of cash 
assist<ince on exports in March 1977 only {though the 
target for 1976-77 as a whole was not fulfilled and the 
exports during 1976-77, thus, did not qualify for cash 
assistance), Rs. 115.03 lakhs became payable as cash 
assistance on exports during March 1977. 

(d) No appropriate criteria or guidelines in the matter of 
actual distribution of the cash assistance among the 
members of AICOSCA were laid down by Government. 

(e) While evaluating special proposals for revisions in policy 
involving substantial financial liabilities, all relevant 
up-to-date trade information was not taken into 
consideration. 

27. Cash assistance for expor t of steel tubes and pipes 

1. Mild Steel Welded Tubes and Pipes {hereafter referred to 
as STP) are an important item of exports of engineering 
goods from India. These are produced mainly according 
to British Standard Specification (BSS) 1387/67, or Indian 
Standard Specifi.ctaion (ISS) 1239/73, or American 
Standard Specification ASTM : A 120-73. Z inc-coated 
STP are known as galvanised STP ; ungalvanised STP 
are commonly known as black STP. Both galvanised and 
black STP are produced in light, medi um and heavy varieties in 
diameters varyi ng from 1/2 inch to 8 inches, either with "screwed 
and socketed ends" (SS) or with "plain ends" (PE). The SS 
variety is also known as threaded and coupled (TC). 

According to the Ministry of Industry and Civil Supplies 
(Annual Report for 1975-76), "the industry is self-sufficient as 
most of the machinery required are available indigenously ..... . 
. . . . . . . . The industry is capable of exporting technical know-how 
and expertise ........ "The production of STP increased from 
2 . 97 lakh to nnes in 1966 to 3. 72 lak.h tonnes {1975), 4 . 50 Iakh 
tonnes (1976) and 5 .22 lakb tonnes (1977). In 1977-78 there • 
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were 39 units in the private sector with a total licensed capacity 
of 16.7 lakh tonnes. Io 1977, 4.03 lakh tonnes were produced 
by JI units, annual licensed capacity of which was 12.48 lakh 
tonnes, viz. 74. 73 per cent of the total licensed capacity. The e 
units were the major exporters of this item. 

The main raw materials required for the production of STP 
are hot-rolled mild steel strips/skelp and zinc. According to the 
norms fixed by the Director General, Technical Development 
(DGTD), the materia~content of one tonne of galvanised STP is 
92 per cent steel and 8 per cent zinc. While steel was fully avail­
able indigenously, the requirements of zinc were met partly from 
the imports by the Minerals and Metals Trading Corporation 
(MMTC). 

2. Exports.- The exports of STP increased from 35,636 
tonnes (value : Rs. 3 . 31 crores) in 1966-67 to 1,99,515 tonnes 
(value: Rs. 56.24crores)'in 1976-77,ofwhich theexportofblack 
STP accounted for Rs. 4·. 77 crores. The major export markets 
in recent years were in the Middle East. The exports of STP 
during the last five years were as follows :-

Galvanised Black Total 

Quantity Value Quantity Value Quantity Value 
(Tonnes) (Rs. in (Tonnes) (Rs. in (Tonnes) (Rs.in 

crores) crores) crores) 

1973-74 67,892 15 .70 14,899 2.85 82,791 18.55 

1974-75 70,746 27.49 31,497 10.67 102,243 38.16 
1975-76 52,303 15 .85 8,971 2.69 61,274 18 . 54 
1976-77 181,729 51.47 17,786 4.77 199,515 56.24 

1977-78 95,498 27.95 19,024 5.38 114,522 33.33 
(upto 
January 1978) 

[Source : Statistics compiled by the D irector General, Commercial Intelli-
gence and Statistics, (DGCIS), Calcutta.] 

3. 0 Export incentives.-Following devaluation of the rupee 
on 6th June 1966, export incentives in the form of import 
replenishment and cash assistance' for export of STP (along with a 
number of other items of engineering goods) were introduced by 
Government. 

.. 
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3.1 Import rep/enishment.-On tbeexportofgalvanised S'J t , 
the rate of import replenishment was 20 per cent of the f.o.b. 
realisation from 6th June 1966, except for 197S-76 and 1978-79 
when it was 10 per cent. For black STP, the rate was 5 per cent 
of the f.o.b. realisation up to 1977-78, but from J978-79 this 
incentive was withdrawn. 

3. 2 Cash assistance rates.-The rate of cash assistance ~or both 
galvanised and black STP was 20 per cent of f.o.b. realisation 
from 6th June 1966. It was raised to 25 per cent with effect from 
1st September 1967. Additional assistance of 5 per cent was 
admissible from 1st March 1968 if an exporter increased his 
exports beyond a specified level. From 1st April 1970, the addi­
tional assistance was merged with the basic rate and it became 
30 per cent up to 8th January 1974. It was withdrawn with effect 
from 9th January 1974. Explaining the reasons for its withdra­
wal, the Ministry of Commerce intimated the Public Accounts 
Committee (Paragraph 1. 53 of 10th Report 1977-78, 6th Lok 
Sabha) that towards the later part of 1973, it came to the notice 
of Government that f.o.b. realisation on export of steel tubes bad 
gone up consequent on the increase in international price of steel 
and comparison of the latest f.o.b. cost and f.o .b. realisation 
showed that there was no loss on export of steel tubes. The 
cash compensatory support, which was then 30 per cent, was, 
therefore, withdrawn. 

The Ministry of Commerce re-introduced cash assistance 
(cash compensatory support) at 10 per cent of the f.o.b. realisa­
tions on the exports of STP from 1st October 1975, raised it to 
15 per cent from 1st July 1976 to 31st March 1977 and further 
continued (October 1976) it up to 31st March 1979. 

3. 3 Duty drawback .-Duty drawback was also admissible on 
the exports ofSTPiat varying:rates depending on the: wall thickness 
and the variety of steel (strips/skelp) used in their manufacture. 
The rates of duty drawback from 1975 to 1978 were as follows :­

Galvanised STP 
BlackSTP 

(Rs. per tonne) 
1975 1976 1977 1978 

521~876 569~956 540--879 533~868 
367~682 367~682 337~614 359--644 
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4. floor prices.-The •;ystem of fixing floor prices for 
export of STP in re:.µ ect of various destination-ports 
grouped into various zones has been in force for more 
than JO years. These prices are fixed (since 1974) by 
tbe "Steel Pipes, Tubes and Fittings thereof (SPTF) 
Panel" formed by manufacturer-exporters and merchant-exporters 
of STP who are registered with the Engineering Export Promotion 
Council (EEPC). The EEPC was entrusted, inter alia, with the 
task of advising Government on policies connected with the 
exports of engineering goods including incentives for promoting 
their exports. Prior to May 1975,[the floor prices were being anno­
unced in terms of f.o.b. values. Since 10th May,1975 they 'Were 
announced in c and f values (generally US $ or £ per tonne). The 
floor prices, below which no exports could be made, were binding 
on the exporters and the Customs authorities were empowered 
to disallow shipments where they found that the floor prices 
were not being adhered to. Exporters were also not eligible for 
export incentives where they violated the floor prices. The 
Monitoring Cell in the Ministry of Commerce keeps a watch on 
the floor prices and their implementation. 

5. Re-introduction of cash assistance in October 1975.-In 
September 1975, the Cash Assistance ~Review Committee in 
the Ministry of Commerce reviewed the policy of cash assistance 
in respect of a number of items of engineering goods. Based on 
the Committee's recommendations, Government announced 
(1st October 1975) cash assistance rates for the exports of various 
items for the period October 1975 to March 1976. But no re­
commendation was made by the Committee in respect of STP 
since certain cost data submitted by four leading exporters of 
STP (through the EEPC) in 1975 were under examination of the 
Cost Accounts Branch of the Ministry of Finance. 

Soon after (16th October 1975) the cash assistance already 
sanctioned on all steel-based items was stepped up by 5 per cent 
of f.o.b. realisation ; and in respect~of steel-based items, on which 
no cash assistance had been specified in the sanction of 

.. 
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1st October 1975 (including STP), tbe cash assistance was 
sanctioned at 10 per cent of the f.o.b. realisations of exports from 
l st October 1975 to 31st March 1976. The Ministry stated 
(August 1978) that this decision was taken in consultation 
with the Ministry of Finance but that the matter was not placed 
before the Cash Assistance Review Committee. 

Clarifying the basis for the above decision, the Ministry of 
Commerce stated (August 1978) as follows :-

"The entire scheme of export assistance for an upward thrust 
in our exports had been the subject of examinati on at the 
level of the Cabinet Committee on Exports, who fi nally 
decided upon introduction of cash assistance or increase in 
the prevalent rates of cash assistance, where called for, as a 
promotional measure, taking into account the various factors, 
such as export prospects, production capability in the coun­
try, the competitive strength of our products vis-a-vis the 
international prices and other relevant factors." 

The floor prices for galvanised STP had 1;,een reduced from 
1st July 1975 by US $ 47 per tonne. A test-check (June-August 
1978) of the records of tbe Joint Chief Controller of Imports 
and Exports (JCCIE), New Delhi, Bombay, Calcutta and Ahmeda­
bad bad revealed several instances where leading expor~ers had 
entered into contracts in July and August 1975 at rates far below 
the reduced floor prices. Exports of over Rs. 60 lakhs effected in 
October 1975 or later at such low prices (and against which cash 
assistance of over Rs. 6 lakhs had been paid) were noticed during 
test-check and reported by Audit in October 1978 to the concerned 
JCCIEs. 

As just prior to the re-introduction of cash assistance in 
October 1975 «.ertain export contracts had been concluded even 
at prices lower than the reduced floor prices, it would appear that 
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such prices obtained were not unremuncrative and that the need 
for cash assistance was not apparent. The extent of profitability, 
however, could not be ascertained. 

6.0 E11ha11ceme11t of cash assistance in 1976.-The 
Ministry of Commerce sanctioned (27th March 197 6) 
continuance of cash assistance on export of STP at 10 p er cent 
of f. o.b. realisation from !st April 1976 to 30th June 1976 ; on 
22nd May 1976 in a meeting of the Inter-Ministerial Committee, 
it was decided to enhance the rate of cash assistance to 15 per 

cent off.o.b. realisation from 1st July 1976 to 31st March 1977 and 
the enhanced rate was sanctioned by the Ministry on 22nd June 
1976. 

Around January 1976, Government decided that the rates of 
cash compensatory support on exports were to be determined by a 
balanced judgement of the fo llowing criteria :-

(a) export potential and domestic availability as well as. 
supply elasticity of the product ; 

(b) import content and domestic value development 

(c) approximate implicit subsidy, if availabfe, under the 
import replenishment scheme ; 

(d) compensation for irrecoverable taxes and levies 

(e) difference between the domestic cost and international 
price of indigenous inputs and raw-materials ; and 

(f) cost of entry into new markets. 

On the basis of the above criteria, the EEPC submitted 
(1st May I 976) a note indicating, inter a/ia, that the non-reimbur­
sable levies in the case of STP amounted to 8. 74 per cent of f.o.b. 
value and that the Indian STP exports a lso suffered from an 

.. 
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mland freight disadvantage of 6 per cent of f.o.b. value vis-a-vis 

some competing countries which had their industries located near 
their ports. In this note, the EEPC also disclosed the f.o.b. value of 
the floor prices as US$ 303 and USS 240 per tonne for galvanised 
and black STP respectively. Further, as per cost data furnished 
by the EEPC, shortfall in realisation was 30. 53 per cent for 
ungalvanised and 14. 53 per cent for galvanised STP. These cost 
data were not accepted by the Cost Accounts Branch of the 
Ministry of Finance because the shortfalls were not worked out 
on the basis of actual f.o.b. realisations but only on quotations. 

While taking the above decision (May 1976) apart from the 
factors mentioned above, the Ministry stated (August 1978) 
that" . ..... Markets X, Y and Z were considered as new prospec-
tive markets for entry of this item''. ln earlier years Country X 
had been a sizable market for Indian STP, although exports of 
STP to that country had declined from 11,855 tonnes (1972-73) 
to 512 tonnes ( 1974-75). 

The f.o.b. equivalents of floor prices for all sizes of STP of 
BSS 1387/67 for Country X were US ~ 294/295/290 per tonne 
(galvanised) and US $ 231/240/235 per tonne (black) during the 
25-month period from January 1976 to February 1978, except for 
eight months from July 1976 to January 1977 when they were US $ 

325/305 per tonne (galvanised) and US $ 270/250 per tonne 
(black). Thus, it would appear that a price of about US $ 334/ 
339 per tonne (viz. US $ 290/295 plu'l 15 per cent cash assistance) 
in the case of galvanised STP and of about US $ 266/276 per 
tonne (viz. US S 231/240 plus J 5 per cent) in the case of 
black STP, constituted a fair return for increasing exports to 
Country X. 

Howi::ver, in accordance with a tloor-price circular issued by 
the EEPC on 28th April 1976, the floor prices fixed in respect 
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of India's leading markets from lst May 1976 were as shown 
below : 

Destination Sizes C and f F.o.b. Excess of Relative izc 
... 

country floor equiva- actual of markets 
prices lents f.o.b. (volume of '-< effective (approxi- values of exports in 
from !st mate) floor 1975-76) 
May 1976 prices 

from 1st 
May 1976 
over the 
assumed 
f.o.b. 
value of 
us $303/ 
240 ...... 

2 3 4 5 6 • 
~ 

(Inches) galvani- galvani- galvani- galvani-
sed/black sed/ black sed/black sed/black 
(USS (USS (US S (tonnes) 

per tonne) per tonne) per tonne) 

A (Port-1) l 435/380 394/339 91/99 

} 
t-4 405/350 364/309 61/ 69 
5-8 415/360 374/319 71/ 79 

A (Port-2) 
14225/2946 

t 400/345 371/316 68/76 
t-4 370/3 15 341/286 38/46 
5-8 380/325 351/296 48/56 

B t 425/370 384/329 81/89 } l-4 390/335 349/294 46/54 7799/100 --5- 8 400/345 359/304 56/64 

CandD t 379•/324* 350/295 47/55 } -"" 
!-2 349/294 320/265 17/25 c 3676/688 

2i-4 352/297 323/268 20/28 

5-8 367/312 338/283 35/43 D 4296/654 

•In the case of D (Port-2), c and f prices were US S 3 or 4 more. on 
account of higher freight. 

The above floor prices were generally higher than the aforesaid 
derived prices of US S 334/339 per tonne (galvanised) and US $ 

266/276 per tonne (black) for exports of STP to Country X and, 
therefore, profitable. Thus, the continuance of cash assistance 
on exports of STP to all the markets from May 1976 did not 



-

65 

seem to be justified even if there was a need for it to make a break­
through in new markets like X, Y and Z. The actual exports of 
STP to Country X were 2,297 tonnes (value : Rs. 67. 17 lakhs) 
in 1976-77 and 2,271 tonnes (value: Rs. 63.70lakhs) in 1977-78 
(up to January 1978) ; there were no exports to Countries Y and 
Z during these years. Thus, the anticipated breakthrough in 
these markets was not achieved. 

Further as the f.o.b. floor prices of US $ 303 per tonne 
(galvanised) and US S 240 per tonne (black) indicated by the 
EEPC in its note dated 1st May 1976 formed the basis for increase 
in the rate of cash assistance to.15 per cent, it would appear that 
f.o.b. prices of US $ 348 per tonne (galvanised) and US$ 274 per 
tonne (black), arrived at after adding 15 per cent to the above 
mentioned f.o.b. floor prices, would have been profitable. The 
f.o.b. values of floor prices from lst May 1976 as given in the above 
table were generally higher than US $ 348 per tonne (galvanised) 
and US $ 274 per tonne (black) and hence more profitable 
obviating the need for any .cash assistance. It was stated by the 
Ministry (February 1979) that while taking the decision on 22nd 
May 1976 to increase the rate of cash assistance to 15 per cent 
and while issuing the sanction on 22nd June 1976, the increases 
in the floor prices effective from 1st May 1976 had not been taken 
into a.ccount. 

6. I Comparison of prices of raw materials.- ln April and 
May 1976, Indian exporters of STP had a relative advantage 
in the matter of raw material prices, as shown below : 

S teel April 1976 May 1976 

(Rs. per tonne) (Rs. per tonne) 
Hot rolled strips : 

Net JPC price : 1,547 1,547 
ECM export price : 2,1 36 2,145 
USA domestic price : 1,626 1,634 

Skelp 

Net JPC price : 1,504 1,504 
ECM export price : 1,575 1,581 



Zinc 

Electrolytic hl'gh grade 
Net MMTC price : 
LondJn Metal Exchange Price : 
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April/ May 1976 
(Rs. per tonne) 

6,725 
7,090 

NOTI! :-Net JPC price and net MMTC price arc exclusive of duties. 

JPC-Joinl Plant Committee 

BCM-European Common Market 

The Ministry was requested (September 1978) to clarify how 
exactly the basic criterion of raw material prices had been inter­
preted and applied when it took: the decision in May 1976 to 
continue and enhance the rate of cash assistance on exports of 
STP and in what precise manner the basic criteria (a), (b) and (c) 
mentioned in sub-paragraph 6. 0 above were interpreted and were 
found to justify the continuance and enhancement of cash assis­
tance on export of STP in May 1976 ; a specific reply was awaited 
(February 1979). 

As stated in sub-paragraph 6. 0, one of the reasons for increas­
ing the cash assistance was stated to be the internal freight dis­
advantage vis-a-vis some other competing countries at 6 per cent 
of the f.o.b. value reckoned at US $ 303 and which worked out 
to about US $ 18 or about Rs. 160. But according to a fioor­
price circular issued by the EEPC in March 1976 covering sup­
plies of STP to IDA-aided projects in India, the uniform internal 
freight from any factory to any destination in India plus the insur­
ance element amounted only to Rs. 125 per tonne. The Ministry 
was requested (September 1978) to clarify how internal freight 
disadvantage in India vis-a-vis any competing country could 
exc~ed this figure. The Ministry stated (February 1979) that " it 
is admitted that the alleged disadvantage in regard to domestic 
freight did not exist". 

lt would appear from the foregoing that the Indian exporters 
had the advantage of prices of raw materials and no disadvant­
age in the matter of interna l freight as adduced . 
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7. 0 Long-tew1 sanction issu€J in October 1976.-AJthough 
the sanction dated 22nd June 1976 was valid up to 31st 
March 1977, the Ministry reviewed the existing cash assistance 
rates on exports of various items of engineering goods including 
STP in October 1976 and sanctioned (18th October 1976) its 
continuance up to 31st March 1979. Expla ining the reason for 
this decision in regard to cash assistance for export of transmis­
sion line towers, Lhe Ministry had stated (January 1978) that 
"a conscious decision had also been made that a measure of 
stability in the rates should be brought about." 

The floor prices for the galvanised STP (which constituted the 
bulk of the STP exports) had been increased by US $ 15 or more 
for all markets except market B since July 1976. But in markets 
A and B, where there were temporary spurts in freight rates on 
account of congestion surcharges, the floor prices were sufficiently 
high to absorb them without affecting the overall profitability. 
In respect of markets C and D, which had grown into major 
markets in 1976-77, there were no significant freight increases, 
but the floor prices for galvan ised STP had gone up in their cases 
also. It would be evident from the table given below that the 
floor prices continued to be profitable in September-October 
1976 and their f.o.b. equivalents were far higher than the assumed 
f.o. b. floor prices of US S 303 per tonne (galvanised) and US $ 

240 per tonne (black) on the basis of which decision to enhance 
cash assistance was taken on 22nd May 1976. 
Destination 
country 

(A Port-I) 

Sizes 

2 

C and f F.o.b. 
floor equiva-
priccs lents 
prevailing (approxi-
in mate) 
September/ 
October 
1976 

3 4 
(Inches) galvani- ga lvani-

sect/ black 
(USS 

sed/black 
(USS 

per per 
tonne) tonne) 

i 465/395 395/325 
1-4 435/365 365/295 
5-8 445/375 375/305 

F.o.b. 
values 
exceed­
ing 
USS 
303/240 
by : 

5 
galvani-
sed/ black 
(USS 
per 
tonne) 
92/85} 
62/55 
72/65 

Relative size 
of markets 
(volume of 
exports in 
1976-77) 

6 

galvanised/ 
black 

(tonnes). 
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l 2 3 4 5 6 

A (Port-2) ~ 415/345 365/295 
i-4 385/3 15 335/265 
5-8 395/325 345/275 

62/551 23,437/3,775 
32/25 
42/35J 

B i 425/370 363/308 
f-4 390/335 328/273 
5-8 400/345 338/283 

60/68} 25/33 24,764/1,825 
35/43 

C andD i 394*/324• 364/294 
t-2 364/294 334/264 
2i-4 367/297 337/267 
5-8 382/312 352/282 

61/54} 31/24 C-24,360/3,030 
34/27 D-45,517/938 
49/42 

•In the case of D (Port-2), c and f prices were US S 3 to 4 more, on 
account of higher freight. 

Meanwhile, the prices of steel in India had remained the same 
since April 1976 and although the zinc price in India registered 
an increase in September 1976, it accounted for US $ 8 only 
(which could be absorbed by the above floor prices) in the cost of 
galvanised STP per tonne, as shown below : 

April 1976 October 1976 

Rs. Rs. 
Prices per tonne : 
HR strips/skelp 1547/1504 1547/1504 
Zinc 6725 7610 
Raw material cost in S TP per tonne 
HR strips/skelp 1494/1452 1494/1452 
(920 kgs. plus 5 per cent wastage) 
Zinc 565 639 
(80 kgs. plus 5 p er cent wastage) 

2059/2017 2133/2001 

Rise in raw material costs (galvanised only) : 

Using strips/skelp Rs. 74 or US $ 8 

Notwithstanding the above facts, the cash assistance on export 
of STP was not only continued up to March 1977 but also 
extended up to March 1979. 

-
...,.... 

·J 
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7 .1 Situation in April 1978.-In April 1978 the f.o.b. equivalent• 
of fioor prices for the major markets, vis-a-vis the assumed f.o.b. - floor prices of US ~ 303 per tonne (galvanised) and US $ 240 
per tonne (black) were as follows :-

y 

Destination Sizes Candf p.o.b. p.o.b. Relative size 

country floor equiva- values of markets 
prices tents exceeding (volume of 
effective (approxi- us s exports in 
from 5th mate) 303/240 1977-78) 
April by: (Up to 
1978 January 1978) 

2 3 4 5 6 

..a. (Inches) galvani- galvani- galvani- galvanised/ 
sed/ black sed/ black scd/ black black 
(US S (USS (USS (tonnes) 
per per per 
tonne) tonne) tonne) 

A (Port--1) l 425/360 391/326 88/861 
t-4 395/330 361/296 58/56 
5-8 405/340 371/306 68/66 

A (port-2) t 410/345 381/316 78/76 J 8,972/4,299 
t-4 380/315 351/286 48/46 
5-8 390/325 361/296 58/56 

B t 460/405 430/375 127/1351 
t 420/365 390/335 87/95 
1 380/325 350/295 47/55 11,200/2,736 
H-4 350/295 320/265 17/25 ... 5-8 360/305 330/275 27/35 J 

). 
C and D l 414•/344• 386/316 "'"} t-2 384/314 356/286 53/46 C-9,382/2,036 

21---4 387/317 359/289 56/49 D-6,437 /2,204 
5-8 402/332 374/304 71/64 

•Jn the case of D (Port-2), c and f prices were US S 3 to 4 more, on 
account of higher freight. 

It would be seen from the above table that the fioor prices 
,,. were profitable in almost all the major markets. The prices of 

steel in India had remained the same since April 1976 and the 
price of zinc, which had increased slightly in September 1976, 
bad actually fallen from July 1977 bel0w the April 1976 level. 
Accordingly, the overall cost of raw materials was actually lower 
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by US $ 10 in April 1978 as compared to April l9'/6, in the case 
of galvanised STP per tonne, as shown below : 
Prices per tonne April 1976 April 1978 

Rs. Rs. 
HR strips/skelp l ,547 /1,504 1,547/1,504 
Zinc 6,725 5,612 

Raw material cost in STP per tonne 

HR strips/skelp 1,494/1,452 1,494/1,452 
(920 kgs. plus 5 per cent wastage) 
Zinc 565 471 

(80 kgs. plus 5 per cent wastage) 

2,059/2,017 1,965/ 1,923 

Fall in raw material cost: (galvanised only) : 
Usingstrips/skelp Rs. 94or US S 10 

In sub-paragraph 5, mention had been made of considerable 
exports taking place in 1975-76 at levels below the floor prices. A 
circular was issued by the EEPC in May 1976 to its members to 
desist from such practices. Nevertheless, during a test-check 
(June-August 1978) of the records of the JCCIEs, New Delhi, 
Bombay, Calcutta and Ahmedabad, instances of violation of 
floor prices by leading exporters in 1976-77 and 1977-78 had also 
come to light, in respect of exports of over Rs. 26 .17 lakhs, on 
which cash assistance of over Rs. 3. 54 Jakbs bad been paid. 
These cases, which had been referred to the concerned JCCIEs 
by Audit (October and November 1978) indicated that the fl oor 
prices fixed were profitable and need for providing cash assistance 
did not exist. 

Although, as is evident from the preceding sub-paragraphs, 
the floor prices continued to be profi table and the Indian expor­
ters continued to enjoy the relative advantage of prices of raw 
materials, the cash assistance on export of STP had been continued 
without any review during 1976-77 to 1978-79. The Ministry was 
requested (September 1978) to clarify whether the criterion of 
"stability of rates" could be stretched to dispense with the review 
mechanism ; a specific reply was awaited (February 1979). 

-

--



-

f 

71 

8. Developments in June 1978.-In June 1978, the prices of steel 
in India had risen steeply (from Rs. 1,547/1,504 to Rs. 2,169/1,997 
per tonne in the case of bot/rolled strips and skelp respectively). 
Following this, on 23rd June 1978 the EEPC conveyed the Panel's 
decision to increase the floor prices from 20th June 1978 in respect 
of all destinations except for Country P by US S I 00/70 per tonne 
for different size groups. (Io the case of Country P the increase 
was USS 50 for all sizes). 

The international steel prices, which were already higher than 
Indian steel prices, did not go up correspondingly as indicated 
below: 

. Net J PC price 

USA domestic price 

UK price 

(Source : Ministry of Steel) 

May 1978 June 1978 

HR strips/1>kelp HR strips/skelp 
(Rs. per tonne) 

1,547/1,504 

2,458/NA 

2,825/3,124 

2,169/ 1,997 

2,458/NA 

2,920/3,256 

The above steep increases in the floor prices (June 1978) would 
thus appear to be related mainly to increases in the domestic 
prices of steel rather than to any alterations in the STP prices 
prevailing in any specific markets abroad. In view of this and 
since one of the main objectives of the floor price system was to 
ensure the maximum possible realisations, the floor prices could 
have possibly been fixed even prior to June 1978 at levels h igher 
than those at which they were actually fixed. The omission to do 
so would indicate that the floor prices prior to June 1978 were not 
being always related to the existing market conditions abroad, 
but fixed at unrealistically low levels (possibility of under-invoic­
ing being not ruled out). 

9. 0. Procedure of fixing floor prices.-According to the 
EEPC (April 1978) and Government (August 1978) the main 
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factors governing the fixation of floor prices were : 

(a) ensuring maximum possible f.o.b. realisations; 

(b) developing a particular market on a systematic and scien­
tific basis and avoiding confusion in the minds of over­
seas buyers from varied quotations; 

(c) encouraging selectivity and sale of quality products; 

(d) avoiding anti-dumping measures in some foreign count­
ries; and 

(e) avoiding inter se competition among exporters. 

The floor prices for STP were worked out by a floor prices 
sub-committee consisting of nine leading manufacturers/exporters 
in the EEPC, and were usually got approved by the SPTF Panel 
of the Council. In the meetings of the Panel, the members of the 
sub-committee constituted the majority of the STP exporters 
represented. Officials of the EEPC also participated in the Panet 
meetings, but there was no representative of Government either 
in the sub-committee or in the Panel. 

In reply to a query made by Audit regarding the reasons for 
leaving the fixation of floor prices entirely to the EEPC's Panel, 
the Ministry stated (August 1978) as follows :-

"There are a number of panels of EEPC, each handling 
a group of products and it had been felt that the members of 
the panels who are exporters themselves could normally 
be expected to make the best appreciation of the market 
conditions abroad. It is for this reason that in the case of steel 
pipes and tubes as also in the case of other steel based items, 
the fixation of floor prices has been left to the concerned panels 
of EEPC. Government, however, have reserved to them­
selves a supervisory role so that directions, if necessary, 
can be given in cases where appreciation of any of the panels. 
is found to be inadequate." 

' .. 
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In regard to the functioning of the Monitoring Cell in the 
Ministry of Commerce, the EEPC clarified (September 1978) 
that the Cell was " to consider and decide about the floor prices 
wherever there is a difference of opinion in a particular panel in 
regard to fixation of floor prices for a particular item, or to fix 
floor prices wherever Government feel s it necessary and the panel 
is not agreeable to do so". lt would appear that the Monitoring 
Cell did not in the normal cou rse review the floor prices fixed 
unless there was some difference of opinion among the members 
of the panel. 

Explaining the assessment procedure adopted by the concerned 
panel, the EEPC clarified to Audit in September 1978 that the 
relevant factors considered were as follows :-

" (i) Individual members' booking position and the rate at 
which the orders are being booked from specific markets; 

(ii) the international prices prevailing in a particular market 
relayed by the agents of the exporters abroad and the 
market intelligence that is gathered by the prominent 
members through various sources; 

(iii) market studies as and when conducted by the individual 
members with the help of the EEPC's foreign offices; 

(iv) raw-material cost, manufacturing cost, ocean freight 
and other incidentals." 

From the above clarification, it would appear that in actual 
practice complete reliance was usually placed on the data produced 
by the exporters themselves as well as on actual bookings made 
by the exporters, and that no market intelligence was obtained 
from Government's commercial representatives abroad or from 
any other independent source. 

Though the floor prices were the nurumum guiding prices, 
it was noticed that in many cases they were calibrated to a fine 
degree. There were wide variations in the manner in which 
floor prices were specified for different destinations. The size­
wise groupings were not uniform for all zones and were altered 

S/7 AGCR/78--0 
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from time to lime even in respect of any given zone. In certain 
cases, all sizes were grouped together and a common floorprice 
was indicated. In others, different patterns of size-wise grouping:. 
were adopted. 

9.1 Functioning of floor price system.-A study of the 
various circulars issued by the EEPC fixing floor prices from 
time to time as well as the documents accompanying 
cash assistance claims scrutinised during test-check (June-­
August 1978) of vouchers in the licensing offices in New Delhi, 
Bombay, Calcutta and Ahmedabad revealed the following peculiar 
features :-

(a) Clarifying the reasons why STP floor prices were usually ~ 
fixed for very short periods, the Ministry explained 
(August 1978) to Audit that this was being done in the 
light of the changing conditions in the foreign markets. 
However, in certain cases the floor prices were altered 
downward even before the expiry of the short periods 
stipulated in the floor-price circulars as in the instances 
given below : 

(i) In a circular dated 5th September 1975, the EEPC 
announced floor prices for all zones up to 31st 
December 1975. However, on 15th October 1975 
the floor prices for a particular zone (in which the -" 
exports were taking place mainly to a single Country 
X), were reduced by US $ 10 to 17 per tonne. 

(ii) Certain floor prices for the above zone were declared 
valid up to 31st March 1976 in a circular issued by 
the EEPC on 29th December 1975. However, reduc­
tions of US$ 16 to 20 per tonne in respect of a 
category of STP were announced in a circular datt..d 
16th February 1976 which was effective from the 
same date. 
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(iii) In a circqjar dated 4th November 1976, the EEPC 
announced floor prices for all zones up to 31st 
December 1976. However, from 19th November 
1976 the floor prices only for the zone mentioned 
above were reduced by USS 20/25 per tonne, and this 
was circulated on 6th December 1976 but made 
applicable retrospectively. The reasons for such 
interim downward revisions were not apparent. 

(b) According to the terms and conditions governing the 
STP floor prices, commission could be paid to the expor­
ters' agents abroad at prescribed percentages of f.o.b. 
realisations. Generally STP consignments were so]d to 
the actual buyers, and commission was paid to agents 
abroad wherever they existed. It was, however, observed 
from the vouchers and other documents in the office of 
the JCCIE, Calcutta, that the exporting firm in respect 
of Country X was consigning its supplies finally to a 
single firm there, which appeared to be a sister concern 
acting as agent and drawing commission. 

From the papers available in the office of the JCCIE, Bombay, 
it was seen that a certain exporting fi rm had entered into an agree­
ment in March 1977 with a party in Country D (acting as agent 
and_ drawing commission) for a minimum business of 8,000 tonnes 
per annum, with a condition that it would make no exports to 
any other party in that country or a group of adjoining countries, 
either directly or through any other exporter in India. 

This practice of making final sales to agents did not disclose 
the actual sale proceeds secured in the destination countries, in the 
absence of which information it was not possible to ascertain 
whether the floor prices fixed really represented the actual market 
conditions and whether the floor-price mechanism secured the 
maximum foreign exchange earnings. 

(c) On 5th Apri1 1978, floor prices for all destinations were 
increased and fixed up to 3 lst May 1978, but no floor prices 
were determined for Country P. · Even on 5th June 1978 
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when the same floor prices in all cases were extended 
up to 19th June l978, the EEPC announced that no 
floor prices bad been fixed for Country P and that no 
booking should be done by exportersjti ll these!were fixed. 

Further, when STP floor prices for all other desti­
nations were raised by US S,100/ 70 per tonne for different 
size groups from 20th June 1978, following increase in 
the prices of steel in India, the increase in the floor prices 
for Country P was only:us S 50 (all sizes) over the 
previously existing levels (April 1978). 

The reasons for not fixiug any floor price at all for 
Country P from 5th April to 19thJune l978 and stalling 
the exports to that country during tbis)period;and for~not 
raising the floor prices for Country P from 20th June 
1978 to the same extent as for other countries were not 
apparent. 

(d) Zinc (which was far costlier than steel) accounted for 
8 per cent of the weight of galvanised STP.j Accordingly 
at any given time in respect of the same destination, the 
floor prices for galvanised STP had been higher t han 
those for black STP of the same size by US g 70/65/ 55/ 
50/43 per tonne. However, during the period from l st 
July 1975 to 10th November 1975 even in respect of 
identical sizes the prices for galvanised STP were higher 
than those for black STP only by US ~ 9 per tonne in 
respect of all markets. 

It was during this period th.at the prices for galvanised 
STP were reduced by USS 4 7 per tonne and also )he cost 
data were submitted by four leading exporters(through 
the EEPC) to Government for consideration of 
granting cash assistance on the export of STP. 

Further the floor prices even for the lowest priced 
size of galvanised STP had generally been higher than 
those of tb.e highest priced size of black STP by US 
$ 40/35 per tonne. Even in June 1978 when this margin 
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was narrowed considerably in all cases, the differential 
between the lowest price of galvanised STP and the 
highest price of the black STP amounted to US $ 10/ 5 
per tonne in favour of the former. However, in case of 
Country B, in 1978 the floor prices for the highest priced 
size of black STP exceeded those for the lowest priced 
sizes of galvanised STP at the same point of time by 
US~ 25/45/55 per tonne in April 1978 and US S 55/75/85 
per tonne in June 1978 as shown below : 

Sizes 3-2-1978 5-4- 1978 26-6-1978 
galvanised/ 

black (USS 
(Inches) galvanised/ galvani·ed/ 

t 
1 
1}-4 
5-8 

black (US S black (US ~ 
per tonne) per t onne) 

420/365 
390/335 
360/305 
350/295 
360/305 

460/405 
420/365 
380/325 
350/295 
360/305 

per tonne) 

560/505 
520/465 
.i50/395 
420/365 
430/375 

A similar phenomenon had been constantly existing in the 
case of floor prices for Country P. To give an example, tbe fol­
lowing were the floor prices per tonne in March 1977 :-

Sizes Gafranised Black 
(fnchcs) Light/SS Light/SS 

( USS per (US~ per 
tonne) tonne) 

~~ 582 447 
'l 458 352 
1 398 360 
H 406 356 
Ji 383 334 
2 412 361 
2?; 422 374 
3 435 386 
4 474 420 

The reasons for such anomalies in price-structures in the 
above cases were not apparent. 

(e) Moreover, during test-check of vouchers in the offices 
of the JCCIE, New Delhi, Calcutta and Ahmedabad, 
some instances, as indicated below, were noticed !where 
although the actual prices secured for galvani ed STP 
by certain exporters conformed to the floor price in 
force, they were disproportionately low in relation to the 



prices secured by other exporters for black STP of the same size in respect of the same 
country during the same floor-price period . 

Destination country and floor.price period SiLCS Floor prices Actual Excess of price of galva- Exporters 
( lnches) per 1onnc prices ~ccu- ni,cd over that of black 

red per tonne 
--·--

galvanised/ 
black 

galvanised/ 
black 

As per floor As per actua l galvanised/ 
prices prices black 

secured 

USS us~ USS USS 
E 

(11 -1 1-75 to 31-3-76) ~~ 341/298 341/ 332 43 9 Q RO 
c 1t 341/298 341/332 43 9 

(1-4-76 to 30-4-76) 6 340/297 J40/316• 43 24 s Q 

D(Port-2) 2t 371/301 371/335• 70 36 
(1-7-77 to 9-12-77) 3 371/301 371/334* 70 37 s T 

4 371 /301 371/327• 70 44 
5 386/316 386/36:!• 70 24 

£ £ £ £ 

p 

(1-7-76 to 31-10-76) 1 238/203 238/232 35 G 
227/183 227/20':: 44 18 

I 205/168 205/192 37 13 Q R 
H 203/171 203/193 32 10 
H:- 196/169 196/194 27 2 
i 196/169 196/194 27 2 

• Price secured here is for PE, which was lower than that for SS (floor prices indicated are for SS.) 
•• Location of exporters- Q and T-New Delhi, R-calcutta, S-Ahmedabad. 

~ 

'- -' 

'-I 
00 
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From the above instances it would be seen that even when the 
floor price structure itself had provided for a reasonable diJferen­
tial between the two varieties, adequate prices were not always 
being secured by exporters of galvanised STP vis-a-vis those of black 
STP. When some exporters of black STP could obtain the prices 
indicated above, the reasons for other exporters not getting corres­
pondingly h igher prices for galvanised STP from the same markets 
during the same floor-price periods were not apparent. 

The precise reasons for such peculiar comparative price struc­
tures enumerated in (d) and (e) above could not be ascertained. 
F rom the various facts enumerated in (a) to (e) above, it would 
appear that the STP floor-prices were not being fixed on the basis 
of an independent assessment of the precise conditions prevailing 
in various markets but on an ad hoc basis. 

9.2 As mentioned earlier, it was clarified by the EEPC and 
Government that the floor-price system was meant, among 
other things, for discouraging inter se competition among the 
exporters. But having regard to the facts that (a) Government 
had no representation ei ther in the floor prices sub-committee 
(which was constituted solely by the ni11e leading exporters) or 
in the SPTF Panel (in the meetings of which the sub-committee 
members usually predominated), and (b) the exporters who deci­
ded the floor prices, relied on market information obtained by 
themselves or on inclividual members' booking position and the 
rates at which the orders were being booked from specific markets, 
the possibility of the leading exporters fixing floor prices at such 
levels so as to prevent other exporters from emerging in the long 
run was not ruled out. The Ministry stated (February 1979) 
that ' ·the structure of the tubes industry is such that there arc 
about 8 to 10 units which have large capacity and have to depend 
on the export market to the extent of 20 to 25 per cent of their 
capacity•·. 

9.3 The Ministry of Commerce was requested (September 
l978) to clarify the following points specifically :-

(a) how in the absence of their representative in the panel 
and an independent market intelligence machinery, the 



80 

existing system ensured that the floor prices were always 
being fixed in such a way that the actual sale proceeds 
secured by the exporters, either directly or throllgh 
agents, were fully repatriated to India ; and 

(b) what value did Government see in authorising a proce­
dure whereby the floor prices were allowed to be deter­
mined virtually by the exporters themselves, when the 
whole purpose of the floor price mechanism was to 
control and check the propensity of the same parties 
to indulge in undesirable trade practices, viz. quoting 
prices which were lower than what they could and might 
actually obtain in foreign markets. 

The Ministry stated (February 1979) that "the competing 
Indian firms sitting together to fix floor prices, do see it that no 
individual firm is able to get away with a lower floor price than 
that justified by the information base available to all". 

10. Summing up, the following are the main points that 
emerge:-

(i) Prior to the re-introduction of ca~h assistance on exports 
of STP in October 1975, the fl oor prices had been re­
duced by US S 47 per tonne in July 1975 and certain 
contracts were entered into by leading exporters in July 
and Augu st 1975 even at prices lower than such reduced 
floor prices. Exports of value of Rs. 60 lakhs took place 
in October 1975 and later against contracts concluded 
(July and August 1975) below the floor prices; similar 
exports (value : Rs. 26.17 lakhs) took pla1.:e uuriug 
1976-77 and 1977-78 at prices below the floor prices: and 
cash assistance of Rs. 9.54 Jakhs was irregularly paid 
on these exports. 

(ii) Having regard to the fact that the floor p rices of STP 
continued to be profitable and that the Indian exporters 
had the relative advant age o f prices of raw material, it 
would appear that neither the re-introduction of ca b 
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assistance from October 1975 nor, particularly, enhance­
ment of its rate (from 10 to 15 per cent of f.o.b. value) 
from July 1976 and its continuance up to March 1979 
seemed to be justified. 

(iii) There were numerous anomalies in the fixati on of 
floor prices; floor prices were, in dfect, :fixed by the 
SPTF Panel in which the leading exporters predomina­
ted and iu which there was no representative of Govern­
ment; and these showed that the floor prices were not 
being fixed on lhe basis of an independent assessment of 
market cond iti ons abroad and thus the floor-price 
mechanism did not ecure the intended benefit . 

(iv) Exports valued at R . 98.58 crores look place from 1 t 
October 1975 lo 31st January 1978 (la t date up to 
which official tatistics were available), attracting cash 
assistance payments to the extent of Rs. 13.92 crores. 

28. Cash assistance for export of cotton textiles 

J. I11trod11ctory.-Cash incentives on exports of cotton tex­
tiles were disbursed to various manufacturers, rroce sors and 
exporters of cotton textile products between 1959 and 1976 by 
the Indian Cotton Mills' Federation (ICMF), a private organisa­
tion, established in March 1958 by the Regional Mill Owners' 
Association to represent the industry's interests to Government. 
Io March/October 1977, Government decided that cash incentive 
from April 1977 onwards would be di sbursed by the following 
three agencies :-

(a) ICMF in respect of exports of mill-made cotton textile , 
garments (both mill-made and handloom) and made-ups 
(excluding handloom) effected by mills (other. than the 
National Textile Corporation (NTC) mills) and merchant 
exporters; 

(b) Handloom Export Promotion Council (HEPC) in res­
pect of exports of handloorn fabrics and made-ups 
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effected by mills (other than the NTC mills) or mer­
chant-exporters; 

(c) NTC in respect of exports of cotton textiles, garments, 
(mill-made and bandloom) made-ups and handloom 
fabrics and made-ups of the NTC mills. 

The ICMF had set up an Export Promotion Fund in March 
1959 for financing its export promotion schemes. Till 1967, this 
F und was solely fed by voluntary contributions from the industry 
by way of premium on imported cotton , fee on inter-mill transfer 
of imported cotton by way of sale, spindle/loom/turnover levy 
on spinning and composite mills, penalties for non-fulfilment of 
export objjgations under the industry's voluntary export obliga­
tion scheme, etc. The quantum of contributions was determined 
by the ICMF in consultation with the Textile Commissioner from 
time to time. Although no direct contribution was initially made 
by Government to this Fund, Government's export promotion 
scheme for cotton textiles provided for issue of entitlement for 
import of raw cotton, chemicals, dyes, dye intermediaries and 
textile machinery. With the devaluation of the Indian rupee 
from 6th June 1966, all export promotion schemes then in force 
for cotton textiles were abolished and a new import pojjcy for 
registered exporters introduced instead from August 1966 to 
provide for import of chemicals and dyes on actual user basis to 
the extent of 5 per cent of f.o.b. value of exports. Other incen­
tives allowed to the industry from time to time included supply of 
raw/scarce material at internationa l prices, rebates on railway 
freight, facilities for modernisation of exporting mills, supply of 
concessional credit on exports, duty drawback, etc. 

2. Government contribution to Export Promotion Fund.­
From Apri l 1968, Government also decided to contribute to 
the Export Promotion Fund at the rate of 5 per cent of f.o.b. 
value of all exports of cotton textiles. This assistance was sanc­
tioned to supplement the contributions made by mills themselves 
under ICMF's "self-supporting incentive scheme" then in exis­
tence subject to industry's own contribution to the Fund. This 

-

. 
{ 

-
• 



l · 

I 

83 

assistance, which was initially sanctioned for one year, was ex­
tended on a year to year basi . For the period June 1972 to 
March l973, Government paid contribution at 6 per cent to enable 
the ICMF to pay enhanced incentives on exports to Country 'A' . 
Government had agreed to contribute to the Export Promotion 
Fund additiona l funds over and above 5 per cent of the f.o.b. 
value of exports for J 973-74 in orde r to enable the industry to 
adjust itself to the situation arising o ut of imposition of 40 p er cent 
ad valorem duty on import of cotton from J 973-74 and had 
accordingly released 'on account' grants totalling R s. 11. 30 crores 
for exports made in 1973-74. From Ju ly 1975, the rate of cash 
assistance itself was increased from 5 to 15 per cent. 
For l 976-77 and 1977-78, cash assistance was paid on graded 
scales ranging from 7. 5 to 17. 5 per cent depending 
upon the catego ries of textile exported . 

2.1 The actual payments of cash incentives to exporters by the 
ICMF had, however, a lway been regulated by a different set 
of graded scales. These scales ranged from 3 to 47 
per cent of f.o.b. value of exports during 1968-69 to 1972-73 ; 
5 to 20 p er cent during 1973-74 to 1975-76 and 5 to 17 .5 per cent 
during 1976-77 and l977-78. During 1968 to 197 1, the incenti ve 
rates were approved by the Textile Commissioner on the joint 
recommendation of the ICMF and Cotton Textiles Export Pro­
motion Council, but from 1972 the rates were fixed by a 
Cash Assistance Panel, headed by the Textile Commissioner, 
consisting of represe11tativcs of the Ministry of Commerce, 
ICMF, Cotton Textiles Export Promotion Council (TEX­
PROC[L), Mill-Owners' As ociation of India. etc. Up to 1976 
the Ministry of Finance was a lso represented on the Panel, but 
out of twelve meetings held during D ecem ber 1972 to April 
1976, only four were a ttended by the Finance Ministry's repre­
sentative. In March 1977, the Ministry of Finance withdrew 
its represcrltative from the Panel , as explained in sub-paragraph 
2. 3. 

2.2. The ta ble below indica tes the position, as at the end o f 
August 1978, of f. o.b. value of exports, cash incentives payable 
thereon according to rates fixed by the l CMF/Cash Assistance 
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Panel, contributions sanctioned by Government and Indu try's 
share from year to year : 
Year of F.o.b. Total cash incentives Government I ndustry's 
export value of payable to exporters contribution share 

exports 

Amount Average* Amount Average* Amount Amount 
(Rs. in rate (Rs. in rate (Rs. in (Rs. in 
crores) crores) crores) crores) 

2 3 4 5 6 7 
1968-69 94.20 9.6 9.06 5.0 4.71 4 .35 
1969-70 112 .92 12.6 14. 26 5 .0 5.65 8 .61 
1970-71 11 5.62 17 .6 20 .33 5.0 5.78 14.55 
1971-72 129.26 24.9 32. 13 5.0 6.46 25.67 
1972-73 177.27 21 .5 38. 16 5.8 10.45 27 .71 
1973-74 303.26(A) I 5 . l 45.83 5.0 33.46(A) 12.37 
1974-75 338.32(B) .A. 7.58 5.0 6.17 J.41 
1975-76 407.77 17.3 70.66 13.8 56.33 14.33 
1976-77 632.95 13.9 87.50 14.0 88.66(C) 1.48 
1977-78(0) 447.72 12. J 54. 13 11.8 52.78 1.35 

*As percentage of f.o.b. value of exports. 
N.A. Not available. 

(A) Figures relating to 1973-74 arc according to estimates furnished by 
lhe CCMF. Its claim based on exports totalling f.o.b. value of 
Rs. 267.44 crores only had been admitted by the Textile Commissioner 
so far (October J 978). Against Government contribution of Rs. 33.46 
crores cla imed by the ICMF, Government had released Rs. 26.67 
crorcs (August 1978) (Rs. 13.37 crorcs being 5 per cem of f.o.b. value 
of exports of Rs. 267.44 crores plus Rs. 13.30 crores (including Rs. 2 
crores referred to in Sub-paragraph 4(i) below) additional grant). 
As regards the balance of Rs. 6.79 crores, the Ministry stated (July 
1978) that it was pending because there was widevariationbetween 
the figures of imports of cotton during 1973-74 as furnished by 
ICMF and the DGCIS, Calcutta. It was also noticed in audit that 
while calculating the claim of Rs . 33.46 crores from Government, 
the ICMF had taken its own contribution as Rs. 5 crores on spindle/ 
loon1 levy against the correct amount of Rs. 6.41 crores and thus , 
the claim was overstated by Rs. 1.41 crores on this account. 

(B) Government contribution for 1974-75 was paid in respect of exports 
for Rs. 123.38 crores only as Government decided not to pay any 
cash assistance forexportsof mill-made fabrics and made-ups during 
April to September 1974 and mill-made fabrics, made-ups and garments 
d uring October to December 1974. The ICMF, however, paid out of 
collections from industry, certain cash incentives to exporters during 
April to December 1974 details of which were awaited (December 
1978) from it. 

(C) Government's contribution of Rs. 88.66 crorcs includes an overpay­
ment of Rs. 2.64 crorcs to the JCMF as explained in sub-paragraph 
4 (iv). 

(D) Figures for 1977-78 did not include the cash incentives disbursed 
through the HEPC and the NTC. 

...... 
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2.3. Except for 1974-75 when Government contribution was 
restricted to Rs. 6. 17 crores, the contribution had risen from 
Rs. 4. 7 l crores in 1968-69 to Rs. 88.66 crores in 1976-77. For 
1977-78 contributions by Government up to August 1978 were 
Rs. 52.78 crores. The rise in Government contribution was 
due to increase in the quantum of exports as well as the 
percentage rate of assistance from time to time. 

As against the increase in Government contribution, the 
industry's own contribution, which went up to Rs. 27.71 crores 
in 1972-73, declined significantly iu subsequent years (Rs. 1.48 
crores in 1976-77 and Rs. 1.35 crores in 1977-78) as would be 
seen from the above table. Drawi ng attention to the inadequacy 
of ICMF's own contribution , the Ministry of Finance informed 
the Textile Commissioner (March 1977) that " .. . ... . . ICMF 
are hardly making any contribution of consequence to the Export 
Promotion Fund in recent years. It seems even against their 
commitment to contribute Rs. 2 crores to Export Promotion 
Fund for 1976-77, they have contributed only Rs. 1 crore. The 
Panel has been fixing, mainly on the recommendations of ICMF 
and TEXPROCIL, varying rates of cash assistance on different 
exportable items for different destinations and in some cases 
higher than the rates of Government contribution. In the light 
of the fact that the ICMF are making very insignificant or token 
contributions to the Fund, the justification for continuance of 
the Cash Assistance Panel for fixing cash compensatory rates, 
different from those fixed by Government for giving its own 
contribution, needs to be carefully examined". 

In a subsequent meeting of the Panel held in April 1978 to 
consider the fixation of incentive rates for 1978-79, the ICMF 
stated that "it would not be possible for them to contribute 
anything this year (1978-79) for payment of cash assistance". 
The Chairman of the Panel, however, observed that " .. .. Go­
vernment contribution is to augment the Export Promotion Fund 
of the ICMF. . . .. .... If there is no contribution from the 
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ICMF, the resultant effect will create embarrassment to Govern­
ment" . Nevertheless, Government agreed to extend cash 
assistance to ICMF for 1978-79. 

It would appear that while Government assistance had in­
creased from year to year, industry's own contribution declined 
significantly with the result that cash incentives for exports 
were paid ma inly o ut of Government~grants:rendering the whole 
concept of " the self-supporting i11centive scheme" as inoperative 
though it was outwardly retained through the continuing me­
chanism of the Cash Assistance Panel (in which the industry 
was represented) and the ICMF's control over the distribution 
of the benefits. 

3. Recoveries of ICMF's dues from members.-lt was 
also seen that instead of recovering its dues (on account 
of fee on foreign cotton, spindle/loom levy, etc.) from its members 
in cash promptly, the ICMF had been generally recovering the 
dues by adjustment out of the cash incentives payable to members 
from time to time. The extent to which recoveries from members 
were effected in cash and by adjustment o ut of cash incentive 
payments during 1975-76 to 1977-78 is indicated below: 

Year 

1 

1975-76 

Contribu­
tions 
agreed to 
be collec­
ted by 
ICMF 
from 
industry 

2 

15 .50 

Amount collected 
In cash By adjust- Total 

ment collections 
against 
claims 
for cash 
incentives 

3 4 5 
(in crores of rupees) 

4 .54 5.35 9.89 

Remarks 

6 

This included 
recoveries of 
Rs. 1.89 crores 
towards fees for 
non-fulfilment of 
export obliga-
tions, spindle/ 
loom/turnover 
levy, etc. for the 
period prior to 
June 1974. 

-
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1976-77 

1977-78 

2 

4 .00 

2.00 

3 

1.40 

0.48 
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4 

4.26 

6.22 

5 6 

5. 66 This included re-

6. 70 

coveries o f 
Rs. 4.30 crores 
towards fee on 
packing of cloth 
and fee on yarn 
delivery for the 
year 1975; and 
Rs. 0.27 crore 
towards fee for 
non-fulfilment of 
e:cport obliga-
uons, spindle/ 
loom/turnover 
levy for the pe­
riod prior to 
June 1974. 

This included re-
coveries of 
Rs. 2.44 crores 
and Rs. 3.13 
crores towards 
fee on packing 
o f cloth, fee on 
yarn deliveries, 
etc. pertaining 
to 1975 and 1976 
respectively. 

Not only was the ICMF recovering its own dues out of the 
exporters' claims, it was also helping other organisations like:~ 
TEXPROClL, Cotton Development and Research Association, 
etc. to recover their dues out of these claims. Recoveries on 
behalf of other bodies amounted to Rs. 9.60 lakhs, Rs. 3.28 
lakhs and Rs. 68.08 lakhs during 1975-76, 1976-77 and 1977-78 
respectively. 

In October 1973, the ICMF itself informed Government 
that "the collection of premium from mills is not by means of 
direct cheques from the mills to the Federation. The recoveries 
are effected either from the disbursements due to the mills from 
the Federation or by realising the amounts by discharging the 
guarantees given by the mills. The procedure, though cumber­
some in nature, is found to be the best method in ensuring the 
collection and at the same time the mills are given relief in the 
sense that huge amounts are not locked up .. .. .... ". 
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Thus, the members delayed payment of thei1 dues 
to the Export Promotion Fund unti l some cash incentives 
became payable to them from the ICMF. In April 1976, 
arrears for 1975-76 alone were of the order of Rs. 8 crores. 
The ICMF was requested by Audit to intimate the present position 
of arrears and steps taken or proposed to be taken to effect the 
necessary recoveries; its rep ly was awaited (December 1978). 

Government did not object to such adjustmen ts of arrears 
being made out of cash incentive payments till November 1977 
when the Ministry decided that funds sanctioned by Government 
for promotion of cotton textile exports should be solely utilised 
by the ICMF for the same purpose in accordance with the ap­
proved scheme and that the dues of the ICMF , TEXPROCIL, 
etc. should not be adjusted out of these funds. Again, in 
August 1978, referring to cer tain compla ints received from the 
industry about such adjustments, the Ministry made it clear that 
" Government funds given for the specific purpose of cash assis­
tance should not and cannot be used to adjust JCMF's dues". 
However, on further representation from the ICMF, Government 
reviewed its decision in September 1978 and permitted the ICMF 
to adjust its dues relating to voluntary contributions to the Export 
Promotion Fund out of the industry's own share of cash incen­
tives payable to exporters. 

4. Avoidable payments of cash assistance.-The following 
points were noticed in a test-check in audit :-

(i) On 6th January 1975, the Ministry of Commerce issued 
a sanction addressed to the Textile Commissioner, 
Bombay, stating that it had been accepted that Govern­
ment contribution from the Marketing Development 
Fund to the ICMF's Export Promotion Fund for the 
period 1968-69 to 1972-73 was in arrears by not less than 
Rs. 2 crores and that the amount might be relee.sed to 
the ICMF without any stipulation that it had to be 
used to discharge only Government's share of cash 
assistance, viz. 5 per cent or 6 per cent of the f. o.b. 
value of exports, as the case may be. The Textile 
Commissioner accordingly straightway paid Rs. 2 crores 
to the ICMF on 8th Jan uary 1975. It was, however, 
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seen in audit that Government contribution was not 
actually in arrears at the time of issue of this sanction 
as all claims submitted by the ICMF from time to time 
for assistance for exports during 1968-69 to 1972-73 had 
already been paid in full by the Textile Commissioner. 
ln January 1977, the Textile Commissioner informed the 
ICMF that the Ministries of Commerce and Finance 
were of the definite view that there was nothing payable 
by Government against exports during the period in 
question and asked it to render account for Rs. 2 crores 
to Audit without any further delay. This had not been 
done by the ICMF so far (December 1978). However, 
in its accounts, the ICMF had shown the amount of 
Rs. 2 crores as part of the additional assistance sanctioned 
by Government to meet "deficit" for 1973-74. In fact, 
additional assistance released by Government for 1973-74 
amounted to Rs. 11.30 crores; the ICMF, however, 
showed this as Rs. 13.30 crores in its accounts. 

(ii) Pending study of certain cost data furnished by the 
ICMF and the HEPC in respect of mill-made and hand­
Joom textiles respectively, the Cash Assistance Panel 
decided (December 1972) that the rates of cash incentives 
(average rate 21.5 per cent of f.o.b. value of exports) 
applicable from April 1972 should be continued up to 
30th September 1973. 

Unl ike in the past, the average cotton prices in India 
during 1973-74 were lower than those of the comparable 
foreign varieties. According to ICMF's Annual Report 
for 1973-74, " this boom was the result of world-wide 
inflationary conditions, fanned by the petroleum oil 
crisis. World coHon prices sky-rocketed on account of 
a tight supply position". Io comparison with this, the 
rise in the prices of Indian cotton was relatively modest 
and, almost throughout 1973, Indian cotton prices were 
below the world prices. This factor was mainly responsi­
ble for enabling the Indian cotton textile industry to 
achieve a strident increase in its exports. Consequently, 

S/7 AGCR/78- 7 
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the f.o .b. realisation per unit of Indian textile exports 
had also considerably gone up, as for example piece­
goods in which case the f.o.b. realisation per square 
metre, which stood at Rs. 1.88 in 1972, rose to 
Rs. 2.18 in 1973 and Rs. 3.41 in 1974. 

In May 1973, the ICMF proposed reduction in cash 
incentive rates from the average of 2l.5 per cent to 
roughly 9 per cent of the f.o.b. value of exports. While 
the Cash Assistance Panel, in its meeting held on 31 st May 
1973, agreed with the proposed reduction, it decided 
to make the revised rates applicable only from 1st 
October 1973 without recording any reasons for not 
making these rates applicable immediately; thi s resulted 
in the continuance of undue benefit to exporters for 
another four months from June to September 1973. 

Had the reduced cash incentive rates been applied 
at least from June 1973, cash incentives payable at the 
average rate of 9 per cent of f.o.b. value on exports of 
R s. 100.29 crores effected during June to September 
1973 would have been only Rs. 9.03 crores aganist 
R s. 17.77 crores actually disbursed. Failure to reduce 
the rates from June 1973, thus, resulted in extra expendi­
ture of Rs. 8.74 crores. 

(iii) It was also seen that the higher rates of cash incentives 
were a llowed in respect of goods which were lying ready 
for export on 25th September 1973, but could not be 
shipped by 30th September 1973 on account of lack of 
sailings or non-availability of space therein up to 
D ecember 1973, although according to Government 
sanction, payments for exports, effected from October 
1973 onwards were to be made at the reduced rates. 
The additional payments made for such exports from 
October to December 1973 at the higher ra tes amounted 
to Rs. 5.44 crores (This is included in the figure of 
Rs. 45.83 crores, representing total cash assistance 
payable for the exports in 1973-74). Althou2 1 
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in July 1974, the Ministry had advised tb.e Textile 
Commissioner to investigate [thoroughly and establish 
the bonafides of each such claim (for exports during 
October to December 1973) at the higher rates, no such 
investigation was actually made by the Textile Com­
missioner before the ICMF was allowed to incur this 
additional expenditure. 

(iv) The Cash Assistance Panel recommended on 22nd 
September 1973 that the revised rates of cash incentives 
applicable from 1st October 1973 should remain in 
force up to September 1974. Without getting these 
rates approved by Government, the HEPC and the 
ICMF announced the same to exporters in their circulars 
dated 12th October 1973 and 22nd March 1974 respecti­
vely. However, the Finance Ministry's representative 
in the Cash Assistance Panel informed the Textile 
Commissioner in July 1974 that basic information 
required for taking a purposeful decision was not 
brought out in the notes circulated for the meetings with 
the result that decisions had to be taken based on certain 
broad factors like competition in the international market, 
increase in price of yarn, wages, etc. from a particular 
date without bringing in total cost of production com­
pared to f.o.b. realisation. He insisted that any proposal 
for the revival, increase or continuance of cash assistance 
·On cotton textiles including handlooms should be suppor­
ted by detailed data relating to f.o.b. cost of production 
on the principle of marginal costing for different 
varieties, current f.o. b. realisations, current cotton 
international price, forecast regarding indigenous cotton 
prices during the next six months, etc. Nevertheless, 
no cost data were submitted to the Ministry of Finance 
except for eleven handloom and mill-made items like 
jeans, shirts, blouses, safari jackets, etc.; cost sheets in 
respect of which were submitted by the Clothing 
Manufacturers'. Association of India, Bombay, in August 
1974. 
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On a n examination of the cost da ta, the M inistry 
of Fina nce representative on the Pa nel felt (August 
1974) that except fo r one item (men's denim j eans) no 
loss was sustained by exporters a nd that, as such, there 
was no case fo r grant of cash ass i Lance. 

In L975 a nd L976, certain exporters represented 
to G overnment that they had actually made exports 
during Apri l to September 1974, taking in to account the 
cash incentives annou nced by the H EPC a nd IC M F 
in their circula rs dated 12th October 1973 and 22nd 
M arch 1974 respectively and that, in doing so, not only 
had they paid heavy interest on loans taken by them from 
banks but had a lso made advance paymen ts of income­
tax on the incentives due from those bodies. The 
M inistry inquired (Augu!>t 1976) of the HEPC: 

(a) whether the exporters had actua lly suffered 
a ny loss in respect of the exports effected during 
April to September 1974; a nd 

(b) how the benefit of ca h assistance, if paid, 
would be shared by them with the weavers. 

I n reply, the HEPC informed the Ministry (Janua ry 
1977) that the exporte rs had expressed difficul ty in fur­
nishing complete in forma tion required a t tha t la te stage; 
according to the exporters, the cost of production in 
1974-75 had increased to the extent of about 40 per ce111 
whereas the f.o.b. realisation of exports had not gone up 
to tha t extent a nd as such, payment of cash incentives 
for exports effected d uring April to September 1974 
was j usti fied . As regards sharing of cash incentives 
with the weavers, the HEPC stated tha t the weavers would 
get the benefit indirectly by way of increase in wages 
and by having continuous employment. The H EPC 
added (Janua ry 1977) that "rightly o r wrongly, both the 
India n Cotton Mills' Federation a nd this Council had 
issued circulars a nnouncing the scheme of cash assistance 

-

l 



\ .._,,_ 

1 

93 

from lst April 1974 to 30th September 1974 based on the 
recommendations of the Panel . . . . . . It is very embar-
rassing lo us that having invited applications and also 
made recommenda tions to the Indian Cotton Mills' 
Federation for grant of cash assistance, we a re unable to 
ensure that they get their money." Govern ment, thereupon, 
released (September 1977) Rs. 3.31 crorcs to the HEPC, 
representing 5 per cent of the f.o.b. value of exports 
(Rs. 66. 16 crores) of cotton hand loom fabrics and made­
ups and hand loom as well as mill-made cotton garments, 
although no detai led justi fication for cash incentives was 
furnished by the HEPC and the Finance M inistry' s 
representa tive had also earlier held (August 1974) 
that there was no case for grant of cash assistance. 

As regards actual disbursement of the incentives 
to exporters, the rates already announced by the H EPC 
in October 1973 being considerably higher (up to 15 
per cent in some cases) than the rate of Government 
assistance (5 per cent ) the Ministry directed the ICMF 
to pay Rs. 1.43 crores as the industry's share towards 
cash incentives to exporters. The tota l amount of 
Rs. 4.74 crores still bei ng inadequa te to pay cash incen­
tives to the exporters at the ra tes already announced, the 
HEPC had to disbu rse incentives at lower rates. 

In reply to an aud it query about release of cash 
assistance by Government without going into the cost 
of production of textiles exported, the Ministry stated 
(January 1975) tha t : 

" Government have not separately gone into the 
cost of production on the one hand a nd the 
international realisation on the other fo r specific 
items whi le agreeing to contribute to ICMF's 
Export Pro motion Fund, only an overall assessment 
had been made abo ut the need for export assistance. 
The fact that prices of Indian cotton have almost 
invariably been higher than interna tional prices 
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during the period under review, coupled with India's 
comparatively higher conversion cost on account of 
lack of modernisation in the cotton textile industry, 
as brought out in GA TT's study on textiles, would 
primafacie suggest the need for an element of export 
subsidisation ..... .. .......... .... ............. . 
It has also to be recognised that the cotton 
textile industry caters to a very large internal demand 
and prices realised in the home market have almost 
invariably been more favourable compared to export 
prices ........................................ . 

Marketing of handloom products, even in the 
domestic market, has had to be su pported by schemes 
of rebate/subsidy. The application of the principle 
of the marginal costing for export promotion 
of handloom products is, therefore, rendered 
impossible ....................... .... .. ....... . 

The rates of incentives considered appropriate 
by the Cash Incentive Panel headed by the Textile 
Commissioner, Bombay, have differed from item to 
item and from desti nation to destination as well 
as at different shipment periods, ranging from 
0 to 47 per cent. Any export subsidisation 
of such a high order by the Government would 
have attracted counter-actions by the importing 
countries under GATT A a ti-Dumping provisions. 
It was on these broader considerations that 
Government decided to provide a grant at the 
flat rate of 5 per cent of the f.o.b. value of export 
of cotton textiles towards ICMF's Export Promotion 
Fund, irrespective of whether, on exports of any 
particular item, any cash assistance was payable 
or not." 

However, from July 1975 Government raised the 
rate of contribution to the Export Promotion Fund 
from 5 to 15 per cent of the f.o.b. value of exports 
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(5 per cent on account . of duty adjustments and IO per 
cent on account of differential between Indian and foreign 
cotton prices) although in January 1975 Government 
had felt that any export subsidy of a high order would 
attract counter-actions by the importing countries under 
the GA TT Anti-Dumping provisions. 

According to ICMF's Annual Report for 1976-77, 
although as a result of decline in cotton production 
in 1976 prices of Indian cotton were higher as compared 
to those prevailing in I 975, prompt steps were taken 
by Government to supplement the available supply 
of raw material with imports from abroad of cotton and 
man-made fibres alike. As world cotton prices were 
higher than those of comparable indigenous varieties, 
Government not only removed the duty on foreign cotton 
but even made them available at subsidised prices on par 
with domestic prices. Nevertheless, Government made 
contribution to the Export Promotion Fund at an average 
rate of 14 per cent of f.o.b. value of exports during 
1976-77 simultaneously with the o ther concessions men­
tioned above. 

Further, according to the rates fixed by the Cash 
Assistance Panel in its meeting held on 7th April 1976, 
cash incentives for exports of readymade garments were 
payable at different rates of 12.5 per cent, 15 per cent 
and 17.5 per cent of f.o.b. value of exports, depending 
upon the different varieties of garments exported. 
Government, however, had agreed to release to the 
ICMF, cash assistance at the fiat rate of 15 per cent of 
f.o.b . value of exports of garments subject to the condi­
tion that any saving out of Government assistance 
wouJd not be available for utilisation by the ICMF for 
giving cash incentives on exports of items other than 
garments. According to the information supylied by 
the ICMF in July 1978, exports of readymade garments 
during 1976-77 amounted to Rs. 243 .85 crores, attracting 
cash incentives amounting to Rs. 33.94 crores. Although 
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the incentives payable to exporters (Rs. 33 .94 crores) 
were clearly indicated by the ICMF in its bills submitted 
to the Textile Commissioner from time to time, the latter 
released Rs. 36.58 crores to the ICMF at the flat race 
of 15 per cent of the f.o.b. value of exp orts. A sum of 
Rs. 2.64 crores was, thus, overpaid to the ICMF by the 
Textile Commissioner. 

(v) The Cash Assistance Panel had in December 1972, 
increased the rate of cash incentives on exports of lunghies 
and sarongs to Malaysia and Singapore from 15.5 to 20 per 
cent of the f.o.b. value of exports for the period January 
1973 to September 1973 subject to floor pri.ces being 
fixed by the HEPC for these items. In September J 973, 
the Panel further clarified that in cases where the f.o.b. 
value of exports was less than the floor prices, no cash 
assistance would be admissible to exporters. 

The Council fixed floor prices for four varieties of 
textiles in January 1973, for seven varieties in November 
1973 and for two varieties in March 1974. Not o nly 
in nine cases had the floor prices been fixed after 
September 1973, up to which time the rate of cash in­
centive was 20 per cent, but these prices were also fixed 
in consultation with the exporters themselves instead 
of after carrying out an independent review of th.e condi­
tions prevailing in the export markets. Further, despite 
the Panel's decision not to pay cash incentives where 
the f.o .b. value of exports was less th.an floor prices, 
the HEPC paid cash incentives at the rate of 15.5 per cent 
in such cases, the irregular payment involved being 
Its. 1.18 lakhs. 

(vi) In June 1972, the TEXPROCIL informed Qovern­
ment that Country 'A' "is scheduled to become a member 
of the European Economic Community (EEC) from 
lstJanuary 1973 and soon thereafter, the authorities of the 
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expanded EEC may take in hand the question of refixa­
tion of import quotas fo r textile items. The export 
performance in 1972 is likely to be the basis fo r con i­
dering the quota levels to be gra nted to various coun­
tries in the expanded EEC". The TEXPROCIL, 
therefore, requested Government fo r ad hoc addition) 
assistance at the rate of 10 per cent of f. o.b. value of 
exports to Co untry' A', stating that if such extra ass istance 
was granted "it would be possible to bring about 
additional exports of about 100 million square yards 
worth Rs. 10 crores, entai li ng additional grant of 
R s. I crore from the MDF ". Jn June 1972, the Textile 
Commissioner also recommended payment of - the 
additional assistance of Rs. J crore to the lCMF for this 
purpose. However, instead of sanctioning a reasonable 
amount of additional assistance subject to a maximum 
of Rs. 1 crore asked for by the TEXPROCIL exclusively 
for exports to Country 'A', Government increased the 
rate of its contribution to the Export Promotion Fund 
from 5 to 6 per cent of f.o.b. value of exports 
to a ll co untries during June 1972 to March 1973. The 
additional assistance paid by Government by increasing 
the rate of contribution by 1 per cent amounted to 
R s. 1.58 crores. 

(vii) According to Government's instructions, the 
f.o.b. value of exports for purposes o f cash incentive 
payments was to be determined on the basis of spot rates 
of exchange with effect from 1st October 1973. However, 
the CCMF and the HEPC calculated the f.o.b. value of 
exports at central rates of exchange up to 5th June 1974. 
As a result, parties which made exports to sterling a reas 
stood to benefit, while those which exported to dollar 
areas stood to lose in the matter of receipt o f cash incen­
tives. In July 1975, Government directed t he ICMF 
and the HEPC to review a ll cases of exports from 
J st October 1973 in the light of spo t rates and regularise 
the same by recoveries where the exporters had been 
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overpaid and by payment of difference where they had 
been paid less. After carrying out the review, the HEPC 
made further payment of Rs. 4.05 lakhs to the exporters, 
who had been underpaid earlier but did not effect 
recoveries from the exporters who had been paid in excess. 
The amount of overpayment involved was Rs. 1.15 lakhs. 

The ICMF had not carried out the review so far 
(December 1978) in respect of exports other than hand­
loom items. 

5.0 The ICMF had not been maintaining the accounts of 
its Export Promotion Fund on an accrual basis. It was, there­
fore, not possible to ascertain the true state of affairs of the Fund 
at any stage. However, the actual receipts to and payments 
from the Fund for the period January 1968 to March 1978 were 
as under: 

Period 

January 1968 to 
December 1968 
January 1969 to 
December J 969 
January 1970 to 
December 1970 
Janua ry 1971 to 
March 1972 
April 1972 to 
M arch 1973 
April 1973 to 
M;irch 1974 
April 1974 to 
March 1975 
April 1975 to 
March 1976 
April 1976 to 
March 1977 
April 1977 to 
March 1 ~78 

Receipts Payments 

Govern­
ment 
con tri­
bution 

1. 90 

5. 13 

5 .46 

6 .92 

7 . 75 

13.55 

11 .00 

34. 01 

84 .65 

74.34 

Industry's Cash Other Closing 
contribu- incen- payments Balance 
bution tives to 

exporters 
(In crores of rupees) 

6.46 

7.86 

13.75 

18 .33 

27.56 

14.03 

7.25 

9.89 

5.66 

6.70 

3.59 

11 .59 

15. 12 

31.01 

33.98 

28 .73 

23.84 

4 1. 66 

57.84 

96 .53 

2.86 

0.25 

0.19 

0.31 

5.08* 

6.23 

10.13 

4 .06 

0.70 4 .69 

0 .27 3 .27 

0 .25 (-)2.57 

(- )0.33 

0 .07 32.07 

0.06 16.52 
*Rs. 5.08 crores include the opening balance of Rs. 3.17 crores as on 

1st January 1968. 
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The surplus balances in the Fund were being invested by the 
lCMF in fixed deposits with banks. Such deposits as at 31st 
December 1968, 31st December 1969, 31st December 1970, 
31st March 1972 and 31st March 1973 stood at Rs. 5.00 crores, 
Rs. 5.85 crores, Rs. 7.30 crores, Rs. 3.90 crores and Rs. 4 .50 
crores respectively. It was noticed that interest of Rs. l.71 
crorcs, that accrued on these deposits up to 1976-77, was credited 
to the "income and expenditure account" of the ICM F, but in 
1972-73 administrative expenses of Rs. 40 lakhs were met from 
the Export Promotion Fund instead of from the aforesaid 
acco unt. 

5. 1 Consumer Subsidy Fund.-A part of the premium on 
foreign cotton (Rs. 12.27 crores) and spindle/loom levy 
(Rs. 2.50 crores) which was earlier credited entirely to the Export 
Promotion Fu nd was credited ( 1971-72 to 1975-76) by the 
ICMF to its " Consumer Subsidy Fund" , which was created 
by it to finance another voluntary scheme introduced from 
June 197 1 for regulating production, pricing and packing 
of controlled cloth. Government had also contributed 
Rs. 1.89 crores to this Fund during 1971-72 and 1973-74. 

Prior to June 1971, the controlled cloth scheme was adminis­
tered on a statutory basis and from June 1971 to March 1974 
was operated by the ICMF on a voluntary basis. From April 
1974 agai n this cheme was placed on a statutory basis and 
Government imposed penalty of Rs. 2.50 per square metre of 
cloth on mi lls for shortfall in production of cloth up to certain 
prescribed limits. However, there being no statutory provision 
to collect the penalty and credit it to the Consolidated Fund of 
India, Government a llowed the l CM F, as an 'informal arrange­
ment', to collect penalty and util ise the amount so collected 
for making up the shortfall in production of controlled cloth 
from other mills. However, from 1st January 1976, the penalty 
provision itself was deleted from the controlled cloth scheme. 

After payment of certain subsidies in connection with the 
controlled cloth scheme, the balances in the Consumer Subsidy 
Fund as a t the end of 1974-75, 1975-76, 1976-77 and 1977-78 
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were Rs. 3.47 crores, Rs. 4.39 cro res, Rs. 4. 12 cro res and 
Rs. 4.28 crores respectively (including penalties o f over 
R s. 3 crores collected by the IC M F under the above info rmal 
arrangement). In November 1974, the fCM F had requested 
Government that since its Export Promotion Fund was running 
into difficu ltie , it might be perm itted to util ise the balance 
in the Consumer Subsidy Fund for paying ca h incent ives to 
exporters. No decision in this behalf had been taken by Govern­
ment (December 1978). H owever. because of its failu re to ra ise 
sufficient voluntary contri butions from the ind u try, the ICM F 
had been utilising the a mount in the Consumer Subsid y F und 
for payment of cash incentives to exporters, the total a mount 
utilised up to March 1978 being R s. 3.83 crores. 

5.2 While agreeing (July 1973) to pay the add iti ona l assistance, 
Government had not taken into account the opening 
balance ( Rs. 4.69 crores) in the Export Promotion Fund as o n 
lst April 1973 and the a rrears recoverable by the ICMF from the 
industry on that date on account of premium on fo reign cotton. 
spindle/ loom levy, etc. (such arrears in respect of spindle/ loom 
levy alone were over Rs. I crore). 

Earlier ( February 1972), Aud it had enquired of Government 
whether the ICM F would be required to refund surpluses ( i.e. 
excess of receipts over expenditure) to Government or it would be 
permitted to utili se the same fo r any specified purposes a pproved 
by Government. In reply, the Ministry had stated (May 1973) 
that ' 'si nce the Government has contributed to the Export 
Promotion Fund, it would be reasonable to make a reckoning 
at the end of a reasonable per~d a nd to provide for sharin g the 
surplus fund in the proportion in \\ hich Government contri­
bution a nd collections of premium by ICMF have been made". 
However, in January 1975, Government stated " . ... Obvi ously. 
it is impossible to expect the revenue and the expenditure to 
balance each other from year to year. lt is from such considerati ons 
that after making as best estimates as one could possibly make, 
the ind ustry tried to collect more than what was required so that 
any surpluses tha t might be built could help to tide over any 
unforeseen deficits which could have a risen in future years" . 
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A lthough , G overnment had , thu , conceded tha t surpluses would 
be used to meet defic it in fu ture years, the LCM F was not called 
upo n to meet even pa rt of its de ficit fo r 1973-74 fro m the su rplus 
avai lable w ith it as o n ! st April 1973 . 

Had the openi ng bala nce of Rs. 4.69 c ro res a nd the a rrears 
o f over R5. I c ro re recoverable fro m the ind ustry as o n ls t A pril 
1973 been taken into acco u nt , the amount of a bout Rs. 3 cro res 
c9 llectcd by the l C M F as penal ties been dive rted fro m the Consu­
mer Subsidy Fu nd a nd the rates of cash incentive been red uced 
from J une 1973 (w hich would have affo rded a saving of 
Rs. 14 . 18 crores), the additio na l assistance of Rs. 13.30 crores 
paid by G overn ment would have been completely avoided . 

5.3 U nder the sa nc tion le tters issued by G overnmen t, 
t he JC MF was required to subm it to the Textile Comm issio ner 
(i) a cer tificate o f uti lisatio n o f the ca h as is ta nce and (ii) 
monthly s tatements , d uly countersigned by Cha rtered Accoun­
tant, sho wing the a mo unts collected fro m the industry towards 
it::-. Export Promotion Fund , assistance received from G overnment 
and the a mounts di sbu rsed by it as cash incen tive . 

N o utilisa tion cer tificate had been s ubmi tted (D ecember 
1978) by the ICM F to the Texti le Com missioner for G overnment 
assistance from January 1973 o nward s. Altho ugh it had been 
su bmi tling monthly sta tements, t hese were incom plete as certa in 
rece ipts and payments were not ex hibited the rei n as in the ins­
ta nces given bel ow: 

Year 

1975-76and 1976-77 

Nature of receipts/ payments Amoun t 

Receipts on account of fees on imported 
couon, penalities for non-fulfilment of 
export o bligations, spindle/loom levy, 

(Rs. in 
crores) 

etc . JJ .41 

Payment of cash incentives to exporters 
fo r exports prior to April 1973 a nd per­
taining to October 1973 to Decem ber 
1973, bank charges. lega l charges and 
internal a uditing fee I J . 54 
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6.0 Summing up.-The following are the main points that 
emerge:-

(i) While Government contribution to the Export Promotion 
Fund of the ICMF had increased considerably from 
Rs. 4.71 crores (1968-69) to Rs. 88.66 crores (1976-77), 
industry's own contribution decljned from Rs. 27.7 1 
crores (1972-73) to R s. 1.48 crores (1976-77). Cash 
incentives for exports were, thus, paid mainly out of 
Government grants. The concept of the industry's 
self-supporting incentive scheme, in the context of which 
Government bad agreed to extend a marginal aid to the 
ICMF for these traditional items of exports in 1968 
was, thus, not largely followed. 

(ii) The practice of ICMF's real ising the members' contri­
butions by making adjustments from cash incentives 
payable to the members when Government contribution 
was received seemed to have become an integral part of 
the incentive scheme itself; this meant that bulk (if not 
whole) of the financing had actually been done by 
Government even in earlier years ( 1968-69 to 1972-73) 
when members' contributions were supposed to be the 
predominant element in the Export Promotion Fund of 
the ICMF. 

(iii) While during 1968 to 1971 , the rates of cash incentives 
to exporters were approved b:y the Textile Commissioner 
on the joint recommendation of the ICMF and 
TEXPROCIL, from 1972 these rates were being fixed 
by a Cash Assistance Panel o n which the industry was 
represented. Although the Ministry of Finance was 
also represented on this Panel their representative did 
not attend most of its meetings held up to February 
1977 after which the representative was altogether 
withdrawn from the Panel. 
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(iv) Despite repeated requests by the representative of Ministry 
of Finance, cost data for the principal items of export 
were not submitted to him by the industry except for 
eleven handloom and mill-made items in 1974. An 
examination of this data (August 1974) showed that 
there was no case for grant of cash assistance for the 
period April to September· 1974; nevertheless Government 
released Rs. 3.31 crores in September 1977 to the HEPC 
for disbursement of incentives for that period . 

(v) In January 1975, Government released Rs. 2 crores 
to the ICMF as arrears of Government contribution 
for 1968-69 to 1972-73 although no arrears were actually 
payable. 

(vi) For the exports effected during 1973-74, Government 
released Rs. 11.30 crores as additional cash assistance 
to meet ICMF's " deficit''. The additional payment by 
Government would have been avoided if (a) the opening 
balance (Rs. 4.69 crores) in the Export Promotion Fund 
and the arrears of over Rs. 1 crore recoverable from the 
industry as on 1st April 1973 had been taken into 
account; (b) the rates of cash incentives had been reduced 
soon after 31st May 1973 (when the need for such re­
duction was felt by the ICMF) instead of from 1st October 
1973; and (c) Rs. 3 crores had been diverted from the 
" Consumer Subsidy Fund" to the Export Promotion 
Fund. 

(vii) For 1976-77, Government paid contribution at the average 
level of 14 per cent of f.o.b. value of exports although 
prices of Indian cotton were lower than those of com­
parable foreign varieties and Government had not 
only removed the import duty on foreign cotton but also 
made it available to the industry at subsidised prices at 
par.with_domestic_prices. Further, although the incentives 
payable to exporters amounted to Rs. 33. 94_ crores, 
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R s. 36 . 58 crores were paid to the ICMF resulting 
in excess payment of Rs. 2.64 crores. 

29. Ex gratia payments for properties seized by Pakistan 
Government 

I . lntroductory.- For giving relief to India n nationals and 
companies, whose assets in Pakistan were seized by the Govern­
ment of Pakistan during and after the Inda-Pakistan confuct 
of September 1965 and who had notified their losses to and filed 
claims with the Custodian of Enemy Property for India, the 
G overn ment of lndia decided (15th March 1971 ) that 
" a n ad hoc in terim relief in the form of ex gratia grants 
from the Co nsolidated Fund of India at the rate of 
25 per cent of the value of the verified claims restricted to a maxi­
m um of Rs. 25 la khs in each case may be made to all Indian 
natio nals a nd Ind ian companies aga in st a bond to be executed 
by the rec1p1ents. However, if in a ny case, this limit exceeds, 
it may be decided on merit" . 

Government decided (February 1972) that payment in excess 
of Rs. 25 Jakhs should be made only to such of the companies 
as satisfied either of the fo llowing crite ria:-

(i ) Com panies which had only their registered offices in 
India but the entire assets of which (factories, lands, 
buildings, etc.) were situated in Pa kistan ; and 

(ii ) Companies which had units in India where these units 
were in the " red" and where any additional payment 
on account of ex gratia grant would put the Indian units 
in o rder . 

2. Claims.- In respo nse to notices issued by Government on 
25th September 1965, 27th December 1965, 25th January 1966 
and 15th January 1972, 3,944 compensation claims were received 
by the Custodian of Enemy Property for India, Bombay (here­
after referred to as Custodian). As a number of Indian nationals 

-
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and companies were reported to have not filed their claims by the 
due date, Government extended {2nd September 1976) the date 
for filing claims to 31st December 1976 ; this date was further 
extended up to 31st July 1977. During the extended period, 
53,290 further claims were received by the Custodian . Out of 
the total of 57,234 claims received, 2,792 claims were settled 
and 1,306 claims were rejected between 1971-72 and 1977-78, 
leaving a balance o f 53,136 claims as on 31st March 1978. Ex 
gratia payments made up to March 1978 in respect of2,792 claims 
settled amounted to Rs. 18.47 crores. 

3. Verification of c/aims.-Final verification of all claims 
with reference to available evidence had been entrusted to the 
Custodian except in cases where the claims exceeded Rs. 1 .00 Jakh 
and the claimants were unable to produce any documentary 
evidence of the ownersh.ip of properties in the form of title deeds 
etc. For verification of claims on the basis of oral evidence in 
such cases, Government consti tuted (July 1974) a Panel consisting 
of the Custodian, a Judge of the Industrial Tribunal (West 
Bengal Government) and a retired Officer of the West Bengal 
Civil Service. After verification of the claims, recommendations 
of the Custodian or of the Panel, as the case may be, were 
submitted to the Ministry which issued the sanctions for payment 
of ex gratia grant in favour of the claimants concerned. Prior 
to June 1975, the recommendations of the Custod ian and of the 
Panel were scrutinised by the Internal Finance Division of the 
Ministry which suggested reductions, where considered necessary, 
in the amounts recommended for payment by the Custodian 
or the Panel. However, Government decided (June 1975) 
that the decisions of the Panel regarding verification of claims 
in respect of lands and buildings would be accepted in toto without 
any fur ther review by Government. In May 1976, the Ministry 
of Commerce further decided that the Panel's recommendations 
with regard to shares of co-sharers, areas of properties, nature of 
properties and land entitlements under the various laws of Govern­
ments of Pakistan and India would also not be subjected to fur-
1 her examination by the Ministry and the Internal Finance 
Division. 

S/7 AGCR/78-8 

... 



4.0 A test-check of the ex gratia payments and connected records maintained by the Custodian 
conducted during May- August 1977 revealed the following:-

4.1 Disparities in valuation of claims.-The table below indicates net value of assets of 
companies according to their latest available balance sheets, amounts of claims submitted 
by companies, amounts verified by the Custodian and ex gratia grants sanctioned by the Ministry in 
some cases. In certain cases payments were made in excess of Rs. 25 lakhs in view of the criteria 
decided in February 1972. 
Name of Date of last available Net worth Claim 
company balance sheet of properties preferred 

as per balance 
sheet 

(In lakhs of rupees) 
2 3 4 

'A' 31st December 1964 100.68 138.56 

'B' 31st December 1965 115 .25 209 .60 

·c· 30th September 1964 167.76 167.76 

.. 

Claim Ex gratia Remarks 
verified grants sanctioned/ 

date of sanction 

s 6 

100.68 25.00 

100. 85 

(17th July 1972) 

25.00 
(31st December 

1974) 

162.81 25.00 
(14th February 

1974) 

7 

Rs. 14.40 lakhs on 
account of prepaid 
income-tax etc. was ex­
cluded from net worth 
of properties. 

Claim was verified on 
the basis of sale price 
of assets (Rs.162.81 
lakhs) offered by a 
Pakistani firm to 
this company before 
the lndo-Pakistan con­
flict . 

..... 
0 

°' 
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'D' N ot available N ot available 517 .40 251.95 25.00 Claim was verified on 
(7th November the basis of (i) sale 

1975) price of assets 
(Rs. 212.65 lakhs) 
offered by a Pakistani 
firm to th is company 
in September 1964 
and (ii) interest 
(Rs. 39.30 lakhs) 
due thereon up to 
September 1965. 

'E' 31st March 1966 122.24 305 .25 108 .16 27.04 Rs. 13.68 lakhs on ac-
(16th February count of prepaid 
and 27th June income-tax were ex-

1972) eluded from net worth .... 
of properties. 0 

-i 

'F' 30th June 1965 179.72 708.37 179.72 44 .93 The amount of Rs. 
(16th February 44.93 lakhs inclu-

1972 and 1st ded Rs. 19.93 lakhs 
July 1977) sanctioned but not yet 

paid (January 1979). 

'G' 31st December 1964 241.11 553.60 553.60 138.40 
(16th February 
1972 and 19th 
December 1975) 

Claims of Companies A, B, E and F were verified on the basis of the net value of their assets (after 
making some adjustment in cases of B and E) as shown in their balance sheets; those of Companies 
c and D, wi.11cll had negotiated sale of their assets to certain.Pakistani companies but had not been able to 
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realise tb.e sale proceeds from the purchasers prior to the outbreak 
of hostilities, were verified on the basis of the agreed sale value. 
However, the claim of Company G, for the sale of whose assets 
also negotiations were in progress in Pakistan in 1965, was verified 
neither on the basis of book value of the assets, as sh.own in its 
balance sb.eet, nor on the basis of the sale price offered by a pur­
chaser in Pakistan, but on the basis of a higher amount actually 
claimed by the company. 

4.2 Company 'G'.-Company 'G', which was having certain 
tea estates in Pakistan, had submitted its claim for Rs. 553.60 
lakhs, as against the net book value of its assets of Rs. 241.11 
lakhs only, as detai led below: 

Land 
Other fixed assets (buildings, machinery, etc.) 
Investments and liquid assets 
Estimated profit from January to August 1965 

Less liabilitic, 

Book value 
(Tn lakhs 

21. 66 
74.99 

269.44 

366. 09 
124.98 

241. 11 

Cla im 
preferred 

of rupees) 

192.81 
J 16. 54 
259.71 

48.00 

617.06 
63.46 

553.60 

The table shows that the company had adopted value of its 
assets higher than that shown in its balance sheet to the extent of 
Rs. 250.97 lakbs and understated its liabilities to the extent of 
Rs. 61.52 lakhs, thereby claiming Rs. 312.49 lakbs in excess of the 
net worth of its properties according to the balance sheet. 

In August 1965 (i.e., before the ludo-Pakistan conflict), the 
Government of Pakistan bad agreed to the sale of the company's 
assets to another company at Dacca for Rs. 4 crores to be repat­
riated to India in six instalments. Nevertheless, the Custodian 
verified the claim for Rs. 5 crores on 25th October 1971 on the 
ground that "if the Pakistan Government were prepared to allow 
a remittance of the sale proceeds of Rs. 4 crores, the intrinsic 
value of the tea gardens must be definitely more" . SubsequentJy 
on 17th November 1971, he revised his assessment to 
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Rs. 553.60 lakhs, thereby;admitting the entire claim~of the company 
including the estimated profit of Rs. 48 lakhs for the period 
January to August 1965 although in settling claims of other 
9 companies (whose claims were test-checked in audit)!such esti­
mated profits after the dates of the latest available balance sheets 
were not taken into account by 11im. 

A sum of Rs. 25 lakbs representing the maximum ex gralia 
grant admissible in terms of the Government decision of March 
1971 was sanctioned to Company 'G' in February 1972. It, 
however, represented for payment of 25 per cent of itsentire 
claim of Rs. 553.60 lakhs. The Ministry of Finance to which 
additional payment in relaxation of the limit of Rs. 25 lakhs 
was recommended, rejected (23rd June)972) it on the following 
grounds:-

(i) The share-holders of this company had never got any 
dividends after 1954 and as such the 1965 conflict 
did not really create a ny hardship to them. 

~ii) As against the company's paid up capital of Rs. 36 lakbs 
the share-holders bad already received Rs. 51.50 lakbs 
as dividends up to 1954 and also ex gratia payment of 
Rs. 25 lakbs from the Consolidated Fund of Ind ia. 

(iii) The company did not have any industry or office m 
India employing any labour force. 

(iv) "The difference between the assets and liabilities (accord­
ing to the company's balance sheet in 1964) is only Rs. 
2.41 crores to which even if the gross profit for the year 
1965 is added, the total would come only to Rs. 2.89 
crores. It would, therefore, be desirable to get verification 
of the claim checked by the Cost Accounts Branch of the 
Ministry of Finance and the Company Law Board". 

While the Custodian agreed with the Finance Ministry's 
suggestion to get the verification of the claim checked by the Cost 
Accounts Branch and the Company Law Board, he sought (30th 
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June 1972) to j ustify the reasonableness of the company's claim 
for Rs. 553.60 lakhs as under : 

Amount assessed 
.(In lakhs of rupees) 

N d book value of asset~ 

Plus apprecia tion in price of land, bushes, etc. 12,550 acres 
at Rs. 2.000 per acre 
Estimated profit fro m 1st January 1965 to 31st August 1965 
Goodwill 

Net value of cla im 

241.11 

251.00 
48 .00 
15 .00 

555 .11 

The book value of land included in the figure of Rs. 241.11 
lakhs was R s. 21.66 lakhs only. Adding thereto the apprecia­
tion in price of Rs. 251.00 lakhs as assessed by the Custodian the 
total value of land would work out to Rs. 272.66 lakhs which 
was far in excess of the amount (Rs. 192.81 lakhs) claimed for 
land by Company 'G' itself. These were only leased lands and 
according to a note in the company's balance sheet "leases in 
respect of the company's estates, which are all in Pakistan, have 
expired but petitions for renewal have been submitted and in the 
opinion of the Directors the renewal will be granted subject to 
the East Pakistan State Acquisition and Tenancy Act, 1950". 
The basis on which the company's goodwill, and profit were 
assessed and included were not known ; Company 'G' had not 
claimed any amount on account of goodwilJ. The assessment 
of this co mpany's claim by the Custodian was, thus, on the high 
side. 

Eventua lly without getting the claim checked by the Cost 
Accounts Branch and the Company Law Board,\the entire claim for 
Rs. 553.60 lakhs was accepted and an ex gratia payment at the rate 
of25 per cent thereof, amounting to Rs.)38.40;lakbs sanctioned by 
Government in Februa ry 1972 and December J 975. The main con-
ideratioo on which this was done was that in the case of Company 

'E' the limit of Rs. 25 Jakbs had been relaxed on the basis of the 
criteria laid down in February 1972, and that no discrimination 
should be made between parties fulfilling the said criteria. After 

r 
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adjusting Rs. 25 Jakbs already paid to the company in February 
1972 and Rs. 4.45 lakhs towards proportionate share of non­
Indian share-holders, the remaining amount of Rs. 108.95 lakhs 
was credited by Government to the company's account with the 
Central Bank_ of Iodia:in D ecember 1975 after obtaining an under­
taking from the com pany that it would invest this amount in the 
formulation of a major project in India and/or investment in 
India in a large productive unit for its improvement and that 
proposals in this behalf would be submitted to Government for 
approva l. 

The net assets of Company 'G' (according to its balance sheet 
as at 31st December 1964) amounted to Rs. 241.11 lakbs and after 
adding. to it the Company's own valuation of appreciation in price 
of land, viz. Rs. 171.15 lakhs the aetual value of the claim for the 
purpose of ex gratia compensation would have worked out to 
Rs. 412.26 lakhs only (which was almost equal to the sale price 
agreed to by Pakistan Government to be repatriated to India). 
The ex gratia payment at the rate of 25 per cent of this amount 
(less : 9.5 per cent towards foreign share-holdings) would work 
out to Rs. 93.27 lakbs, as against the actual payment of 
Rs. 133.95 lakhs. A sum of Rs. 40.68 lakhs was, thus, paid in 
excess. The M inistry of Commerce stated (January J 979) that 
the amount of Rs. 108.95 lakhs paid over and above the sum of 
Rs. 25 lakbs stood in a "blocked bank account" and that the 
Ministry in consultation with the Ministry of Law was examining 
the question of recovery of the amount from the blocked account. 
The Ministry added, however, that the payment in excess of 
Rs. 25 lakhs was made on the basis of well defined criteria 
approved at the highest level. 

4.3 Company 'F'.- Assets of Rs. 179.72 lakhs of Company 
'E"', on the basis of which its claim was settled included bad 
debts amounting to Rs. 15.0 l lakhs. As these debts had already 
become irrecoverable before the Jndo-Pakistan conflict, these 
should have been excluded in verifying the claim. Had this been 
done, the ex gratia payment to Company 'F ' would have been 
Rs. 4 l. l8 lakhs as against Rs. 44.93 lakhs actually sanctioned . 
The excess amount, thus, worked out to Rs. 3.75 lak hs. The 
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\.iinistry of Commerce stated (January 1979) that the question of 
withdrawal of sanction in excess of Rs. 25 lakhs was being 
considered. 

4.4 Company 'A '.- In settling claims of Companies 'B' and 
'E ', R s. 14.40 lakhs and R s. 13.68 lakhs representing prepaid 
income-tax etc. were excluded from the net values of their assets of 
Rs. 115.25 lakbs and Rs. 122.24 lakbs respectively. However, no 
such deduction of prepaid income-tax etc. of R s. 10.21 lakhs wal' 
effected from the net value of assets of Rs. 100.68 lakhs of 
Company 'A'. This resulted in an over-payment of R s. 2.38 lakhs 
to Company 'A'. 

4.5 Out of 200 cases test-checked in audit, in 8 cases the 
claimants revised their claims, near about the dates of hearing of 
their cases by the Panel and the valuation of properties in these 
cases was done by the latter on the basis of the revised claims. 
Six cases where the clajmants enhanced their claims substantially 
a re mentioned below : 
Name Amount Amount 
o f of o f 
clai- original c la im and 
mant claim the month 

I 

H 

and the of 
month in revision 
which 
preferred 

(In lak hs of rupees) 

2 3 

92.1 7 351 .38 
(July 
1971) 

(August 
1974) 

Bxtent 
to 
which the 
claim 
was en­
hanced 

4 

281 
per cem 

Amo un t Payment 
verified by made 
the Panel 
and the 
month of 
hea ring 

(ln lakhs of rupees) 

6 

Remarks 

7 5 

287.22 
( August 

1974) 

71 • 80 According tn 
the claimant, 
when the o rigi­
nal claim was 
filed, he was not 
in possession of 
entire facts re­
lating to the 
family proper­
ties and had 
a lso valued the 
properties acc­
ording to p ric.:s 
prevailing in 
1957-58 instead 
of those in 
1965. 

r 

-
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50.00 
(July 
1971) 

41. 52 
(July) 
1971) 
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3 4 5 

J53 .5o• 201 699.25 

1849.83 
(May) 
1974) 

per cent (August 
1974) 

4355 100.00 
per cent (December 

1974) 

6 7 

25. 00 The claimant 
informed the 
Panel on 12th 
August 1974 
that due to 
a typographical 
mistake, the 
cla irn in res­
pect of agricul­
tura I land, fore­
sts, jewellery, 
cash, gold coins, 
etc. was omi­
tted by her to 
be included in 
the original 
claim. The re-
vised claim 
was verified 
on the same 
date. 

25. 00 The claiman l 
was originally 
a national of 
Pakistan and 
had acquired 
lndian natio­
nality only in 
1968, i.e, about 
2i years after 
the I ndo-Pakis­
tan conflict. The 
revised claim 
was filed by the 
claimant's son 
who intimated 
in May 1974 
that at the time 
of submitting 
the original 
claim his father 
was on death 
bed as a result 
of which he 
had fa iled to 
present the 
claim properly. 

•Excluding value of forests s tated to be covering about 64,000 acres. 
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L 

M 

2 3 4 

11 .94 50.98 327 
(July (November per cent 

1971) 1974) 

14 .32 
(July 

1971) 

47.08 228 
(June per cent 
1974) 

1.05 10.81 929 
(July (January per cell/ 
1971) 1974) 
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5 

36. 38 
(December 

1974) 

35. 16 
(August 

1974) 

5.25 
(August 

1974) 

6 7 

9. J 0 The claimant 
s tated that the 
original cla im 
was prepared by 
his clerk who 
had indicated 
the prices of 
properties as 
prevalent in 
1945-46. 

8. 79 The c la imant 
stated c June 
1974) 1hat 
through an 
oversigh t cer­
t;1i11 properties 
were uot in­
cluded in the 
origina l claim. 

1.31 The claimant 
informed (May 
1974) that 
originally she 
had indicated 
only an appro­
xima te area 
of la nd leit in 
East Pakistan 
a nd had also 
valued it at the 
rates obtaining 
in 1946 instead 
of those in 
1965. 

The following further points were observed in audit :-

(a) claimant 'H', while submitting the original claim for 
Rs. 92.17 lakbs, bad also indicated that : 

( l) a sum of R s. 21.06 lakhs was payable by him to the 
G overnment of Pakistan on certain account; 
and 

(2) a sum of R s. 3. 13 lakbs had been received by him 
from the Government of Pakistan towards compen­
sation of one of his palaces acquired by that Govern­
ment. 

... 

-J 

I 
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After excluding amounts of Rs. 21.06 lakhs and 
Rs . 3.13 lakhs and disallowing certain other items, the 
claim was originally verified for Rs. 20.81 lakhs and an 
ex gratia paym~nt at 25 per cent thereof, amounting to 
Rs. 5.20 lakhs, was sanctioned by Government. 

The revised claim (Rs. 35 1.38 la khs) submitted by 
the claimants in August 1974 was verified by the Panel 
for Rs. 287.22 lakhs, including Rs. 49.80 lakhs for the 
palace referred to above. As this palace had already been 
acquired by the Government of Pakistan before the 
Indo-Pakistan conflict on payment of compensation of 
Rs 3.13 lakhs, as stated by the claimant himself in his 
original claim, inclusion of its va lue of Rs. 49.80 lakhs and 
its acceptance by the Panel was not j ustified. Besides 
this, the loan and interest of Rs 21.06 1akhs payable by 
the claimant to the Government of Pakistan, as indicated 
in the claimant's original claim were a lso not taken into 
account by the Panel and the M inistry. Had the valua­
tion of the palace been omitted and the liability of 
Rs. 21.06 lakhs deducted, the value of the verified claim, 
even at the rates allowed by the Panel for other items, 
would have been Rs. 216.36 lakhs only, as against 
Rs. 287.22 lakhs actually accepted. 

The claimant, while submitting the revised claim, 
had stated that besides himself, his cider brother and 
heirs of his deceased brother were co-sharers of the 
properties and that for purposes of th-: maximum of 
ex gratia grant payable, each share should be treated 
separately. While considering this matter, the Panel 
observed that " if this claim is considered to be a single 
claim in respect of a single p ro perty under a single title, 
then, however, high the verified value of the property 
might be, the cla imants would be en titled to only 
Rs . 25 lakhs . .... ......... . ..... If unity of title and 
possession a nd the relative value of the property covered 
by a separate title be the criterion for determining the 
highest ceiling of compensation to be paid, . .... . ... . 
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the present claim wo uld possi bly be comidered rightly 
to be three claims rolled into o ne, each claimant having 
separate title share and possession in the property on the 
relevant date cf the seizure thereof as enemy property." 

The Interna l Fi nance Wing of the Ministry observed 
(April 1976) that there was no division of the property 
of the estates before the conflict of 1965 and three bro­
thers owned the estate jointly and, therefore, this had to 
be treated a a s ingle case to which there were three 
cla imants and the ex gratia payment was to be restricted 
to Rs. 25 lakhs in accordance with the Government 
decision of 15th March 1971 and that review of the case 
would create an unhealthy precedent si nce most of the 
similar cases had been decided and paid a t 25 per cent 
of the verified amount in each case. It was also suggested 
that if it was considered necessa ry to review the case, the 
Ministry of Finance might be consulted. 

However, without consulting the Minfatry of Fi nance, 
the Ministry of Commerce decided (May 1976) to accept 
the claim for Rs. 287.22 lakhs and a lso to split it mto 
three parts to enable each of the co-sharers to receive 
25 per cent of his respective share even though the total 
ex gratia payment, thus, involved was Rs. 71.80 lakhs 
(Rs. 46.80 lakhs more than the maximum limit of 
R s. 25 lakhs). 

The actual value of the revised claim was Rs. 21 6.36 
lakhs only. The total ex gratiagrant even after splitting 
of the claim into three parts, worked out to Rs. 54.09 
lakhs only as against Rs. 71.80 lakhs actually paid by 
Government. A sum of R s. 17.71 lakhs was, thus, paid in 
excess. 

It was a lso noticed that no such splitting was done 
white verifying the claim of claimant ' J' for Rs. 699.25 
lakhs although there were three co-sharers in that case 
as well. 

4 



... 
'T' 

l · 
~ 

• 

l17 

(b) Among o ther items, the verified claims of claimants I, 
J and K included compensation for certain forest proper-
ties. Details of the claims originally preferred, revised 
and verified by the Panel in respect of these properties are 
given below : 

Name Original claim Revised claim Claim verified Rate 
o f allowed 
cJai- Ar~a Value Area Value Area value by panel 
riant (acres) (in (acres) (in (acres) (in (rupees 

lakhs of lakhs of lakhs of per 
rupees) rupee\) rupees) acre) 

2 3 4 5 6 7 8 

Nil Nil 64.000 Ol 6-1.000 640.00 1.000 
indicated 

Not 0.25 4,202 630.00 3,833 38.33 1,000 
indicated 

K 1,070 3.21 l,070 21. 40 1,070 21.40 2.000 
(at Rs. 300 (at Rs. 

2,000 per per acre) 
acre) 

In allowing a rate of Rs. 2,000 per acre in the case of 
claimant K, the Panel, in its report dated 27th December 
1974 had observed as under : 

"From material available to the Panel in respect 
of tl1c value of forest land in the area concerned in 
about 1965, the reasonable rate was Rs. 2,000 per~acre. 
This rate has been decided upon by the Panel in 
respect of forest land upon consideration of facts 
revealed in a number of case:., wherein claims of 
fo rest lands were made. Even though, therefore, 
the party has in the original claim application placed 
a rate of Rs. 300 per acre, which was, however, 
increased to Rs. 2,000 per acre in the latest affidavit, 
the Panel is of the opinion that in order to maintain 
justifiable parity among differen t claimants, the 
decided rate of Rs. 2,000 per acre should be adopted 
in this case also for assessing compensation for 
forest land. " 
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Actually, however, no parity was maintained inasmuch 
as in the first two cases the rate allowed was Rs. 1,000 per 
acre as against Rs. 2,000 allowed in the third case. In fact, 
in some cases (e.g. compensation case Nos. 3684, 3737, 3738 
and 3744), the rate allowed by the Panel was still lower, viz . 
Rs. 600 per acre. No un iform norms were, thus, applied by 
the Panel in valuation of the forest land. 

5.0 Valuation of la11d.-In verification of claims, value of 

land was based on the rates indicated in a communication 
of November 1971 from the Chief Accountant of the 
United Bank of India to the Custodian. This communica­
tion indicated the m1n1mum and maximum rates per 
acre/bigha of land (agricultural, homestead, etc.), which 
according to the Bank, were prevalent at various places in East 
Pakistan in 1965. These rates were compiled by the Bank during 
the course of its operations in East Pakistan on the basis of re­
ports available about sale and purchase of land in the respective 
areas. In an inter-ministerial meeting held in September 1972, 
the Ministry of F inance did not agree to accept the valuations 
given by the Bank but suggested that orders of the Committee 
of Secretaries should be obtained in the matter. Subsequently, 
in May 1973, however, the Ministry of Commerce in consultation 
with the M inistry of Finance decided that, since it was difficult 
to verify the correctness of the rates communicated by the Bank 
and to be on the safe ~ide, valuation of land should be done on a 
graded basis as given below : 

(i) at 80 per cent of the value indicated by the Bank where a 
claim was up to Rs. 4 lakhs ; and 

(ii) at 60 per cent of the value where a claim exceeded 
Rs. 4 lakhs. 

A number of compensation cases were finalised on this basis 
which, in the Ministry's records, was referred to as 'U.B.I. 
F ormula'. In another inter-ministerial meeting held for simpli­
fication of procedure for verification of claims on 4th June 1975 
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in which the Ministry of Finance also participated, it was decided 
tha t the Panel should adhere to the parameters laid down in the 
'U.B.I. Formula' and that "wherever, the Panel finds.it necessary 
to exceed the value under the 'U.B.I. Formula' adequate justifica­
tion should be adduced and the Custodian should bring this fact 
to the notice of the Ministry". In May 1976, the Ministry of 
Commerce further decided that while making recommendations 
for ex gratia payments, the Custodian should furnish a certificate 
that the claim had been examined in accordance with the guide­
lines laid down by Government and the verification was within 
the parameters of the 'U.B.I. Formula' and that once this certi­
ficate was furnished, the Ministry would not subject the claim to 
further examination and the sanction would be issued straightway. 

After 4th June 1975, the valuation of lands was generally 
done on the basis of rates indicated in the Bank's communica­
tion of November 1971 without making any reduction therein, 
although the decision taken in the inter-ministerial meeting held 
on that date did not specifically provide that the valuation 
of land was not to be [done on the graded basis as earlier 
decided by the Ministry of Commerce (in consultation with 
Ministry of Finance) in May 1973. 

S.l In 9 cases valuations done by the Panel are indicated in 
the table below : 

Name District in Type of Area Rate as Rate Value 
of which land verified corn mu- allowed assessed 

claimant located nicated by Panel by Panel 
by Bank 

(in bighas) (rupees per bigha) (in lakhs 
of rupees) 

I 2 3 4 5 6 7 

l Raj shahi Agricul- 370 2,000 2,500 9.25 
tural to 
(double 
crop) 

3,000 

J Mymensingh, Agricul- 2,130 2,000 1,500 31.95 
Pabnaand tural to 
Bagura (good crop) 3,000 

M Mymensingh Home- 21 20,000 25,000 5 .25 
stead to 

30,000 
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2 3 .J. 5 6 7 

N Je~sorc and Agricultu- 375 2,000 2,000 7.50 
Khulna ral (triple to 

crop) 3,000 
0 Jessore and Agricultu- 203) 2,000 2,000 4 .06 

Khulna rat (double to 
crop) f"' 3,000 

20,000 
Non-agri- 172 to 25.000 43.00 
c ultural 1,00,000 

p Jcsson: and Agricul- 375 2,000 3,000 11 .25 
Khulna tural (good to 

crop) 3,000 

Q .lesson: 1 Agricul- 412 500 1,000 4.12 

~ tural (one 10 
crop) 1,000 

R Bakherganj J 708 - do- 1,000 7.08 

s Mymensingh Homestead 170 5,000 50,000 85. 60 
village Santosh (Santosh to 

esta tes I 10,000 
and m 

TOTAL 209 .06 

rt would be seen from the above table that the rates actually 
allowed by the Pa nel were different from and in some cases higher 
than the ra tes communicated by the Bank and the prescribed 
·U .B.L Formula' was not fo llowed. The following points w~ 
also noticed:-

(a) Although, the areas for which compensation was claimed 
by claimants N, 0 and P were more than 375 bigbas. 
verification of land was restricted to 375 bighas only in 
each case on the ground that under the East Pakistan 
State Acquisition and Tenancy Act, 1950, the claimants 
were not entitled to retain more than 375 bighas. How­
ever, in the cases of claimants J, Q and R whose claims 
were for more than 375 bighas of la nd, the compensation 
was a llowed without applying the afore-mentioned 
limit, on the ground that properties in excess of 375 
bighas could not vest in the Government of Pakistan, 
unless compensation rolls regardi ng the same had been 
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prepared and published by that Government a required 
under Sections 41 to 44 or tbe Act. 

(b) Agricultural lands or claimants J, N, 0, J and .P were 
valued at different rates, varying from R s. 1,500 to 
Rs. 3,000 per bigha although, in each of these cases, it 
was agricultural land yielding double, triple or good crop. 
Even for lands in the same districr, vi:. 1essore and 
Khulna, the rate applied in the case of claimant 'N' was 
R s. 2,000 per bigha while that in the case of claimant •p· 
was R s. 3,000 per bigha. 

(c) The homestead land situated in village Santosh (estates 
I and II) covering 170 acres of claimant 'S' was valued 
at t he rate of Rs. 50,000 per bigha a lthough the rate 
communicated by the Bank for rural homestead land 
ranged from Rs. 5,000 to Rs. 10,000 per bigha only. 
Even if the maximum rate of Rs. 10,000 per bigha com­
municated by the Bank were applied in this case, the 
value of the land would have been Rs. 17 lakhs, as 
against Rs. 85.60 lakhs assessed by t he Panel. As a 
result of overvaluat ion or this land. a sum of about 
R . 17.15 lakbs was paid in excess. 

Thus. no rational and consistent method was adopted in 
the matter of valuation or land . 

6. Summing up, the following are the main points that 
emerge :-

(i) Valuations of claims of differen~compaoies for ex gratia 
grants were made on different basis; in some cases the 
valuation was based on figures of assets and liabilities 
shown in the latest available ba lance sheets while in 
others on the agreed negotiated sale value p rior to the 
outbreak of hostilities. In one case (Company 'G ') 
valuation was done on an ad hoc basis by accepting net 
value of asse ts as Rs. 553.60 lakhs against Rs. 241.1 J 
lakhs as per its balance sheet and Rs. 400 lakhs as per 
the negotiated agreed value prior to the r ndo-Pakistan 
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conflict. Even with reference to the lan cr, the C'(CCS • 

payment made was over Rs. 40.68 lakhs. 

(ii) By including Rs. 15.01 lakhs of bad debts in the as"Cls 

of Company 'F'. Rs. 3.75 lakhs were sanctioned in cxcess. 

(iii ) By not excluding Rs. 10.21 lakhs of prepaid i ncomc­
tax etc. fro m the assets, (as done in o ther cases) 
Company'/\ · was overpaid Rs. 2.38 la kbs. 

(iv) Against original claim of R . 92. I 7 lak hs of claimant 
'H' (July 1971), claim of R s. 287.22 lakh was verified 
(August 1974) a nd Rs. 71.80 lakhs paid against the maxi­
mum limit of Rs. 25 la khs (fixed by Government) b} 
splitting the claim into three co-sharers. F urther, by 
including inadmissible amounts, Rs. 17.7 1 Jakhs were 
paid in excess to the three co-sharers. 

(v) Valuatio n o f lands was not done on a unifo rm ba is; 
in case of cla imant ·s' alone, Rs. 17.1 5 lakhs were paid 
in excess. 

1\ UNLSTRY OF IN DUSTRY 

(Department of fndustria\ Development) 

30. lodustrial Estates 

(a) Okhla Industrial Estate.- For development of small 
industries in the U ni on Territory of D elh i, the National Small 
Industries Corporation Ltd. (NSIC) developed an industrial 
esta te at OkhJa covering a n a rea of a bout 1 JO acres in 1956-57 
and constructed 35 sheds (Phase I) at a total cost of Rs. 53.58 
Jakhs. These:sheds{(area ranging from 259.2 to l ,839.2 square 
metres each) were allot ted to d ifferent pa rties on rental basis in 
1957-58. 

F rom April 1959, the control of the esta te was t ransferred to 
Delhi Adm inistration which paid Rs. 106.11 lakhs to the NSJC 
towards the cost of development of Phases I and II. Phases JJ and 
ill of the estate comprising 46 sheds (area ranging from 511.7 
to 831.9 square metres each) and 41 sheds (area ranging from 
'J48.8 to 582.7 square metres each) were constructed through the 
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agency of the Central Public Works Department (CPWD) 
and the Bharat Sevak Samaj in 1961-62 and 1963-64 at a cost of 
Rs. 41.00 lakhs and Rs. 20.73 lak hs respectively. Allotment of 
sheds was made to small scale industrial unils having investment 
in fixed assets (plant and machinery) not exceecLing Rs. 7.50 lakhs 
(raised to Rs. IO lakhs from May 1975). Besides the sheds, 75 plots 
(area ranging from 506.6 to 4,170.0 square metres each) were also 
developed by the Delhi Development Authority (DDA) on behalf 
of Delhi Administration at a cost of Rs. 18.80 lakbs and sold on 
perpetual lease to various small i>Cale industrial units from 
1966-67 onwards. The industrial units in the estate were also 
provided by the Delhi Administration various facilities such as 
technical assistance, loan assistance for development of indu try, 
allocation of scarce raw material (both indigenous and imported) 
and workshop, marketing and training facilities . 

Mention was made about arrears of rent and delay in fi na lisa­
tion of hire-purchase terms in respect of sheds in Okhla Industrial 
Estate in Audit Report (Civil), 1967. The Public Accounts 
Committee, while recommending early action in the matter 
vide paragraphs 2.33 to 2.36 of its 26th Report (4th Lok Sabha: 
1967-68), desired to watch further progress through future Audit 
Reports. The following points were noticed (May 1978) in test­
check in audit of the records relating to the industrial e tate 
in the office of the Director of Industries. 

(i) In July 1969, the Government of India decided that 
the sheds, instead of being let out on rent, should be 
sold to the industrial units on hire-purchase basis so that 
after the expiry of period of hire-purchase, viz. 15 years, 
ownership~of the sheds_could be transferred to those units, 
the amount already paid by the allottees on account of 
rent being adjusted towards lbe hire-purchase premium . 
Although the time limit of 15 years had elapsed in many 
cases, the Administration bad neither notified the exact 
amount of hire-purchase cost payable by the allottees 
nor finalised the hire-purchase agreements. The Delhi 
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Administration staled (November 1978) that hire-pur­
chase could be made only after the services in the estate 
had been transferred to Municipal Corporation of Delhi, 
that this aspect of the matter had been overlooked earlier 
a nd that the services had been taken over by the latter 
in January 1978. 

(ii) According to the terms of the lease deeds and hire­
purchase agreements, the rent or hire-purchase premium 
for the shed was payable on the first;day of each calendar 
month failing which interest was leviable on the arrears 
at the prescribed rate of 6 or 9 per cent per annum from 
date of demand. The lease deed and the hire-purchase 
agreement could also be determined on failure to pay 
rent for a period of 2 mouths or any sum due to the 
owner under the agreement. It was, however, seen in 
audit that the recovery of rent or hire-purcliase premium 
was not being made regularly a nd Rs. 164.41 lakhs were 
recoverable from 117 out of 122 allottees of sheds in 
Phase I, Il and;Ht towardS:rent or hire-purchase premium 
as on 31st March 1978. The amounts due as rental 
rrom the allottees w.::re outstanding for 35 to 75 months.J 

The lease deeds in respect of plots in Phase III 
stipulated that the allottees would make payment of 
yearly lease rent at the rate of two and a half per cent 
of the premium paid. The amount payable as lease rent 
up to June 1978 by 75 allottees worked out to Rs. 1.52 
lakhs ; out of tl1is Rs. 0.32 Jakh had been realised up to 
November 1978. Out of 75 plots, sheds had been con­
structed by the allotrees on 45 plots till March 1978. 
The D elhi Admini stration had referred all the cases 
to the District Collection Officer for recovery of lease rent 
due (October 1978). 

(iii ) The rent ledgers for lhe sheds leased to the allottees were 
found to have been maintained up tol1972-73 only and 
in a few cases, entries were made for 1973-74 also. There­
after, no consolidated ledger were kept and the 
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outstanding rent statements:were being maintained in the 
respective files oft he allottees. There was, thus, no <.:entral 
record to watch the progress of recovery from the parties. 
Ill was also seen that the figures of rent due and the rent 
paid were not: authenticated and reconciled with the 
records of the TreaStJry or Pay and Accounts Office. 

The Delhi Administration stated (November 1978) 
that a large number of allottees fell that they would like 
to know the position of their accoun~s vis-a-vis lti re­
purchase instalments, that they were not agreeable to pay 
amounts in excess of hire-purchase instalments and that 
since the position of hi re-purchase instalment could not be 
worked out, preparation of accounts became complicated 
day by day with the result that recoveries suffered a nd 
in this situation several others a lso took advantage and 
started defaulting. As regards ledgers, the Administra­
tion stated t:hat these would be posted only when the 
question, whether rent or hire-purchase instalment ''as 
due from allottees, was decided. 

(iv) The duration of leases under Phase was 3 year and 
of those under Phases H and III was 5 years. It wa~ ·cen 
that the lease agreements executed during 1957-59 
under Phase I and during 1963-65 under Phases II and 
err had not been renewed (November 1978). 

The Delhi Administration stated (November 1978) 
that tile matter had to pend until the policy on hirc­
purchase was finalised. 

(v) The lease deed agreements provided that the un its 
should keep the factory buildings insured against lo~s or 
damage by fire and all other risks and should deposit 
with the Director of Industries all these insurance policies. 
It was noticed that 101 out of 122 a llottees bad not been 
depositing the insurance policies of the factory buildings 

fl 
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regularly a p;: r terms of lea-,cdeed . The position in this 
regard for periods upto June 1978 was as under : 

Period of de.fault 

Up to 12 month-, 

13- 24 months 

25-48 month~ 

49 -72 months 

73 months o nward, 

N11111ber of cases 

4 

14 

29 

11 

39 

Lnsurancc policies in rc::.pcct of 4 sheds allotted lo 
industrial units during 1963-64 had not been received 
by the D irector or Cndu tric since inception. 

The Delh i Administration stated (November J978) 
tha t letters had already been sent Lo the defau lter~ and 
the mauer would be fol lowed up with them. 

(l'i) A urvcy by the Directo r of Industries in early 1976 
showed that only 1,69, 791 square metres l38 per cent) out 
of 4,45, 155 squa re metres of land had been put to indus­
trial use as compared to 70 per cc111 util isa tion in other 
industria l e, tale (Narai na and Mayapuri) developed 
by the ODA. l n February 1977. the Director of 
Industries proposed to increase the plotted area 
up to about 50 per cent by carving o ut Phase 
1. V compris ing 36 additio nal plo to.;, 72 sheds, some 
-;hopping area. etc. The Delhi /\dministration stated 
( November 1978) that a layo ut plan of Phase IV was 
ready and would be sent to the DOA for approval shortly 
a nd that according to the layout plan , 64 plots (36,278 
square m~tre:.) and 63 sheds (3.876 :.qua re metres) would 
be offered for disposal. 

( 1•ii) Phase ll 1 of the e tate wa developed as sports goods 
complex which had export potential a nd 4J. smal l units 
manufacturing different item:. of sports goods were 
allotted facto ry sheds in 1964-65. 

-
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Since the sports goods unit were handicapped 
due to lack of proper technical knowhow and equipment 
for production of quality products and cou ld not intro­
duce full mechanical process due to lack of finances, 
the Administration set up (November 1969) a common 
facility centre for the complex. The centre was 
manned by a supervisor, two skilled workers and a 
chowkidar. Machinery wortn Rs. 0.15 lakh was also 
purchased for the centre. The centre was to provide 
services of machines on ' no profit no loss' basis. The 
centre was closed down o n 28th February 1977 as ou t 
of 41 sports goods units, 34 units had either closed down 
or changed the line of business and only 7 units had 
continued. The expenditure on the maintenance of the 
centre during the period from November I 969 to Feb­
ruary 1977 was Rs. 1.17 lakhs against receipts of R . 0.25 
lakh in the same period. The running of the centre, thus, 
resulted in a lo_s of Rs. 0.92 lakh . 

The Delhi Administration stated (November 1978) 
that it was unfortunate that sports goods industry could 
not thrive in Okhla a the workers were attracted by this 
industry thriving in Meerut and that there was no alter­
native but to close the centre which was not gainfully 
being utilised by the industry. 

(viii) According to progress report on the act ivitie in the 
estate submitted by the Estate Manager to the Director 
of lndustries for the half year ending March 1978, 
64 allouees of sheds/plots had sub-let their premises 
(fully or partly) to one or more parties without obtaining 
the consent of the Director of lndu tries in contravention 
of the terms of lease agreements. In 2 cases, the allottees 
had sub-let the premises to other industrial units al rents 
ranging from R s. 2,500 to Rs. 3,000 per month as 
against a rent of about Rs. 900 per month payable by 
them in each case . It wa also seen that the arrears 
of rent o utstanding against the original allottees as on 
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3 lst March 1978 stood a t R s. 1.30 lakhs and Rs. 2.04 
lakhs respectively. 

The Delhi Administration stated (November 197 ) 
that these unauthorised occupants wouJd neither pa) 
rent nor h ire-purchase premium and that a policy deci ­
sion was to be taken soon to regularise possession by th~ 
occupants. 

(ix) A surve.y conducted by the Public Works Department 
(April 1978) at the instance of the Land and Building 
Department of Delhi Administration showed that 124 
industrial unit had encroached upon adjacent areas of 
45,042 quare metres. 

1t was also seen that 101 .lhuggi-Jhompri d\\elkr-5 
had built residential accommodation , tea stalls, dhaba1'., 
welding shops, e tc. over an a rea of 3,226 square metres. 

The Delhi Administration stated (November 1978) that in a 
large number of cases the encroachments were of a temporary 
character such as dumping of goods io open spaces and would 
be dealt with by the Municipal Corporation of Delhi to which 
municipa l services had been transferred and that the other 
encroachments would be taken care of in Phase IV by allotting 
additional pace and fo r genuine needs for expansion and diver­
sification and by setting up of k iosks in place of tea stalls and 
dhabas. 

Summing up, the fo llowing are the main points :-

(i) The policy decision taken by the Government of India 
in July 1969 to transfer ownership of sheds lo allottee~ 

on hire-purchase basis was yet (December I 978) to be 
implemented and Rs. J 64.4 1 lakhs were outstanding for 
recovery from 117 out of 122 allottees of sheds as on 
31st March 1978. Rent ledgers had not been maintained 
properly after 1972-73. 

·(ii) In re. pect of plots develo ped and allotted to the indus­
tria l units from 1966-67 onwards construction had taken 
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place only on 45 out of 75 plots and Rs. l.20 lakbs were 
due for recovery (November 1978) of lease rent from 
the allottees. 

(iii) The area put to industrial use was substantially less than 
that in other industrial estates developed by the DDA. 

(iv) Sixty-four allottees of sheds and plots had sub-let lhe 
premises without prior permission of the Director of 
Industries, and areas measuring 45,042 and 3,226 square 
metres had been encroached upon by the alloUees of shed 
and plots and Jhuggi-Jhompri dwellers respectively. 

(v) The sports good complex developed as Phase Jl l 
failed to thrive and the common facility centre set up in 
November 1969 bad to be closed down in Februar) 
1977 after incurring a loss of R s. 0.92 lakh. 

(b) Bndli Rural Jndustrinl Estate.- Jn order to strengthen the 
economic base of rural areas of the Union Territory of Delhi the 
Directorate of Industries proposed in 1957 to set up a rural 
industria l estate, near village Badli and financial outlay of 
R s. 23.25 Jakhs and Rs. 14.00 lakhs were provided for Pha~e l 
and Phase JI respectively. Land measuring 75.68 acres \\as 
acquired (2.5 1 acres in 1959 and 73.17 acres in 196 1) at a 1.:ost 
of Rs. 6.70 lakhs. Seven sheds were built at a cost of R s. 4.63 lakb.-. 
in 1964 as part of Phase l and a llotted to different industrial 
uni ts on rental basis; 145 plots (total area 38.47 acres) were al o 
developed (through CPWD) under Phase I at a total cost of 
Rs. 24.66 lakhs in 1969. Phase J1 of the estate comprising 101 plob 
(total area 18.70 acres) was developed in 1975 at a total co l of 
R s. 32.60 lakhs. An a rea of 16 acres wa ea r-markecJifor de\clop­
ment of indu trial housing as Phase llf of the estate. A test-cbcd, 
in audi t (May 1978) of the records of the Director of lnduwie~ 

disclosed the fol lowing points :- · 

(i) According to lbc terms of the lease deed, rent for the 
sheds was payable by the lessees in advance on the fir t 

day of each calendar month failing which interest on the 
arrears of rent at the rate of 6 per cent per annum from 
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the date of demand was leviablc and the lease could be 
absolutely determined for failure to pay rent. 

The recovery of rent was, however, not made regu­
larly and Rs. 1.45 lakhs were due as arrears in respect of 
7 sheds as on 30th November 1978. This included 
Rs. 0.41 lakh from one allottee from whom the shed was 
got vacated in February 1972 under orders of the Court 
and Rs. 0.13 lakh from the Posts and Telegraphs 
Department to which a portion of the said shed was 
subsequently allotted in February 1976. 

The Delhi Administration stated (November 1978) 
that all cases of arrears (except that of the Posts and 
Telegraphs Department) had been referred to District 
Collection Officer for recovery. 

(ii) The lea e deed in respect of plots stipulated l that the 
allottees would make payment of yearly lease rent. al the 
rate of two and a half per cent of the premium paid. The 
amount due as lease reot up to June 1978 from 30 
allottees worked out to R s. 0.27 lakh. ThelDirector of 
Industries stated (October 1978) that all the cases had 
been referred to the Di trict Collection Officer for 
recovery of lease rent due. 

(i ii) The duration of the leases of 7 factory sheds was 5 years. 
Though the lease agreements were execulecl on 4th Febru­
ary 1964, these were neither extended beyond 3rd Febru­
ary 1969 nor determined by the Director of fndustries. 

The Delhi Administration stated (November 1978) 
that this estate was yet to come up. that they did not 
have an estate manager and other staff on the spot 
and that admini trative block had ju t been built which 
would be taken over by them soon when they wou ld have 
field staff to keep a watch on the units. 

( i v) One hundred thirty six plots (out of 145 plots in Phase 1) 
were allotted to various industrial units in 1968-69. 
Out of these, construction had been completed on 24 plots, 

-

·J 
t 

I 



-

t 

131 

20 units had started functioning between 1973 and 
1975, construction wa in progress on 7 plot a nd cons­
truction on the remainiug 105 plots had not been :.tarted 
(No\·ernber 1978). 

ln regard to Pha e 11 comprising101 plots (increased 
to 121 in 1976), 38 plot<; were allotted to industrial units 
in 197 1 but possession thl!rcof wa'i not handed over nor 
we re leasedeedsexecuted o far(November 1978). Indus­
trial unit<; for allotment of the remaining plots were appro­
ved in January a nd February 1977; no allotments b ad, 
however. been made so far (November 1978). The Delhi 
Administration stated (Novem ber 1978) that the entire 
policy regan.ling pricing and dispo. al of .land in Phase 
rr wa" being reviewed a nd that as :.oon as final po licy 
decision was made, further action would be taken. 

(1·) The sale price of developed plots was provisionally 
( 1969) fixed at Rs. 12 per qua re yard pending completio n 
or full dcvelopmcnL and the lessee were made liable to 
pay such additional sum as might become payable on 
account of enhancement of the expenditure at the time 
of final calcula tion of the expenses on development, 
etc. The sale price was finally fixe~ (May 1972) at 
Rs. 21 per quare ya rd . The additional um of 
Rs. 10.63 lakhs due fro m I 36 allottee of Phase l had 
not been recovered so far (Novem ber 1978). The Delhi 
Administrat ion slated (November 1978) that the addi­
tional liability of all the alloltee~ had bee n worked out 
a nd no tices were sent to them. but that the allottees had 
re isted the demand. 

lVi ) According lo the Mas ter Plan, only cottage industry a nd 
such light industry whic h use agricultural and rura l pro­
duce could be set up in this area. ll wa~, however, noticed 
thal 30 of the industrial units functioning in the esta te 
would no t come under this ca tegory. 
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Lu 1964, the DOA permitted thi estate to be establi shed in 
the agricultu ra l green belt as a special case to:provide employ­
ment to the rural population in an organised a rea. H owever, 
in M arch 1978, the ODA o bserved that the allottees in the 
estate were neither from the rural a reas nor were the worker:. 
coming from the vi llages. The a ll ottees were new entrepreueur~ 

from urban D elhi. T he Delhi Administratio n stated (November 
1978) that they had been giving preference to entrepreneur:­
having rura l background and that response from suc h entre­
preneurs had been poor. 

Summing up, the following are the main points that emerge:-

(i) Recovery of rent fo r the 7 sheds a llotted (1964) was not 
made regularly and R s. 1.45 lakhs were o utstanding for 
recovery in November 1978 a nd leases of 7 sheds execu­
ted in February 1964 were not renewed beyond February 
1969. 

(ii) r n respect of J 36 p lots (out of 145 plots) in Pha e 1 aJlottcd 
in 1968-69, construction had been completed on 24 plo ts 
only; Rs. I 0.63 lak hs due from the a llottees of p lots 011 

fina l determina tion of sa le price were yet to be realised 
(November 1978). 

(iii) O ut o f 121 p lots in Phase 11 which were developed in 
1975, 83 plots had no t been a llotted (December 1978). 

(iv) The o bject of setti ng up of indust ries in the estate, ba)cd 
on agricultural and rural produce, was not achieved and 
few entrepre1H:urs fro m the rura l area had comt:: 
fo rward . 

3J. Unauthorised occupation of salt land.- In August I SX7, 
about 225 acres o f Government land in Chembur village 
(Bombay). owned by the Central Government, were a llotted 
to ' A' for construction of a sa lt work. According to the agrc~­
ment, 'A· was required to prepare the land for manufacture of 
sa lt a nd pay ground rent to the Salt D epartment. A licene~ 

for manufacture of salt was a lso given to 'A', in terms of which 

.. 
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1hc u c of land for any purpose un-connected with the manu­
facture of salt was prohibited. The agreement stipulated that 
he and his heirs to the estate wo uld abide by the terms mentioned 
therein and that if they failed to do so, they would be bound by 
any order, including the order to resume the land, which the 
Collector might pass. The possession of the land was given 
ro ·A ' in March 1888. lo a plan of the area prepared in 1907, 
the alt work was found to occupy an area of abo ut 140 acres 
only. Sometime in 1890-1 89 1, 'A' transferred the salt work 
to hi · cider brother, who by his 'Will' created a trust in respect 
thcn~or in February 1897. 

ln 1959, the trustees approached the Deputy Salt 
Commissioner, Bombay, for permission lo show their names in 
the revenue record of rights. In December 1959, the Deputy 

alt Co mmissioner informed one of the trustees that while there 
wa:. no objection to the names of the trustees being shown in rhc 
reven ue records as owners of the salt work, the land under salt 
manufacture would continue to remain in the name of the Salt 
Department. On being approached by the trustees for amend­
ment of revenue records, the Revenue authorities erroneously 
entered the trustees' names in the revenue record as occupants 
tlf land instead of merely as owners of the salt works. 

Ln 1959, a por~on of the above land measuring 7 acres and 
36 gunthas was acquired by the erstwhile Government of Bombay 
for construction of the Eastern Express Highway under the 
Land Acquisition Act, 1894 and compensation of Rs. 0.66 lakh 
was:awarded by the State Government to: the trustees in December 
1963 under the belief that they were owners of the land. The 
Salt Department, which actually owned this land. did not lodge 
any protest against this. 

Ln June 1964, the trustees soughl permission of the Salt 
Department to seU the salt work to another party 'B'. Initially, 
the Salt Department issued (26th August 1964) a ' no objection 
certiftcate' to the trustees, but on 27th August 1964, the Depart­
ment informed the trustees that the no objection certificate should 
be held in abeyance and that the sate of the salt work should 
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not be carried o ut until further orckrs as the co11ditions, on which 
the land (on which the salt work stood) was handed over by 
Government, would have to be verified. Subsequently in January 
1965, the Deputy Salt Commissioner permitted the transfer of the 
licence to 'B' o n the condition that " this transfer will not impl) 
recognition of the right of the trustees over the land". In pro­
test against the above condition, party 'B' stated that the laud 
and salt work belonged to and were owned by the trustees, that 
it had agreed to purchase the land fo r building purposes and that 
large amount would be pent by it on the development of th..: 
land to make it suitable fo r residentia l purposes. The Ministr) 
of Law, to which the matter was then referred by the Depart­
ment, advised ( ovcmber 1966) that a the Central Government 
was concerned in giving permission for transfer of licem;c 
and not for transfer of land it would be p roper to withdraw the 
condition mentioned in the Deputy Salt Commi sioner's letter 
dated January 1965. The Ministry of Law further observed 
that even if the said condition was not attached and Govern­
ment, in law, was entitled to the land, the mere grant of per­
mission for transfer of the licence would not bar the Govern­
ment from claiming the title to the property. On the basis of 
this advice, the Department withdrew the above condition on 
18th November 1966. In doing so, however, the Department 
did not make it clear to the trustees or to party 'B' that the land 
should not b<! used for any purpose other than manufacture of 
salt till the title to the land was clearly established. 

Party 'B' got the lay-out plans for residentia l purposes 
approved by the Bombay Municipal Corporation in March 
1967. In December 1968, the executers of the last Will and 
testament of the lessee intimated the Deputy Salt Commissioner 
that they had completely stopped manufacture of salt in the whole 
of the land. The Inspector of Salt, Trombay, also informed 
the Deputy Salt Commissioner (December 1968) that the 
licensees were not manufacturing salt and that filling operations 
had been started in certain portions of the la nd. In July J 969, 
the Insp!ctor of Salt further informed that building activities 
were going on on the land covered by the salt work. In December 

-
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1970, the trustees intimated the Deputy Salt Commissioner 
that they wanted to relinquish the licence for rnanufacturi;: of 
salt aud requested him to convey the Department's acceptance 
of the relinquishment. Nevertheless, the Department did not 
take any timely action to stop the unauthorised use of land and 
to resume it. 

The matter regarding ownership of the land was considered 
by the Department in consultation with the Ministry of Law 
which stated (March 1973) that the title to the land all along 
vested in Government and that Government was entitled to 
resume the land if salt was no longer being manufactured 
thereon. Instead of taking action to initiate proceedings for 
resumption of land, the Bombay Municipal Corporation was 
requested in October 1973 not to grant permission to anyone to 
construct structures on the land as the salt work had not been 
closed down and no one was authorised to construct structures 
on this land. As the construction still continued, the Department 
requested the Corporation again in March 1977 not 
to sanction building plans for construction on the land. How­
ever, meanwhile, a big residential colony had already come up 
on this land. According to an assessment made by the Depart­
ment in 1974, the area under salt works was 6 .40 lakh 
square yards, valued at Rs. 5. 10 crores at the market rates. ln 
May 1978, there were 396 building plots on this land, of which 
137 w~re fully built up. The constructions were done mostly 
by or on b~half of Co-operative Societies and a few by others. 

In July 1977, the Ministry of Law to which the matter was 
again referred, advised the Department to accept the relinquish­
ment of licence and resume the land under the Public Premises 
(Eviction of Unauthorised Occupants) Act, 1971. Government 
intimated Audit in May 1978 that the relinquishment of licence 
by th.e trustees had since been accepted and the order 
of resumption of land passed on 21st January 1978. In 
September 1978, Government further intimated that "The 
Central Government have since appointed the Assistant Salt 
Commissioner, Thana, as the Estate Officer under the Public 
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Premises (Eviction of Unauthorised Occupants) · Ace, 1971 in 
respect of the premises in question. The Assistant Salt Com­
missioner has already issued notices to various parties involved. 
The Trustees and the parties filed a petition in the Bombay High 
Court challenging among others the notices issued under the 
Public Premises (Eviction of Unauthorised Occupants) Act, 
1971. The petition was, however, withdrawn at the admission 
stage on 1st August 1978 for fi ling a comprehensive suit. The 
1-Iigh Court has stayed eviction proceedings for four months 
except for issue of notices''. 

Tbc case reveals the following lapse 

- when the Revenue authorities of erstwhile Government 
of Bombay erroneously showed the names of the trustees 
in revenue records as occupants of land instead of merely 
as owners of salt works, the Salt D epartment did not 
take it up with them to indicate the correct position: 

- no protest was made when the compensation for land 
acquired by the State Government was awarded to the 
t rustees in December 1963; 

- when the condition that the transfer of licence would 
not imply recognition of the right of the trustees over 
the land was withdrawn (November 1966) the Salt De­
partment did not ma~e it clear to the trustees or party B 
that the land should not be used for any purpose other 
tha n manufacture of salt; and 

- non-resumption of land (value : Rs. 5 .10 crores) when 
the manufacture of salt was stopped in December 1968. 

32. Block loans.-Io paragra phs 106 and 78(a) of the Audit 
Reports (Civil) 1965 and 1970 respectively, mention was made 
of certain aspects of loans granted by the Delhi Administration 
for establishment, promotion and development of industrial units. 
From 1970-71 to 1977-78, loans aggregating Rs. 263.25 lakhs 

-
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~ were disbursed by the Delhi Admiuistration to 3,784 units as shown below: 

> Up lo R~. 1,000 Above Rs. 1,000 Above Rs. 10,000 Abow fu. 25,000 
Cl and up to R~. 10,000 and up to Rs. 25,000 

~ 
-:::r No. Amoun t No. Amount No. Amount No. Amount 
00 (Amount in lakhs of rupees) I -0 1970-71 . 6 0.06 461 14.92 25 4 .62 1 0.40 

1971-72 . 53 0 .53 530 22.33 84 16.68 7 3 .04 

1972-73 . 80 0.80 293 13 .81 52 11.14 18 8.09 

1973-74 54 0.54 199 11.97 76 16.74 17 8.25 

1974-75 . 19 0 .19 194 10.10 39 8.22 27 11 .20 

1975-76 . 17 0.17 288 20 .71 44 10 .02 19 8. 78 

1976-77 . 229 2.29 196 16 .99 28 6.72 8 4 .00 

1977-78 . 445 4.45 275 25.49 

TOTAL 903 9.03 2,436 136. 32 348 74 .14 97 43 .76 

The loans disbursed (Rs. 200.67 lakhs) to 2,617 units during 1972-73 to 1977-78 were exclusively 
for .utilisation as working capital or for development of industry. No loans for purchase of 
machinery, plant and appliances, construction of factory building and godowns, purchase of raw 
materials and industrial research, etc., were granted by the Delhi Administration . 

''2. A test-check of the accounts records revealed the following:-

2. l The applicants for Joans generally produced hand written/ typed accounts (comprising 
profit ~nd loss accounts and balance sheets) for the year prior to the year of application 

-w 
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and this formed the basis of calculation of entitlement of loan 
to the applicant. The loanee units were not required to furnish 
the main sources of their income, the list of outstanding loans 
and copies of their accounts for three years as prescribed in 
Financial Rules of Government. In one case, a partnership 
firm obtained a loan of Rs. 0. 21 lakh in March 1970 for shifting 
of industry from non-conforming to conforming area and the 
two partners separately obtained loans of Rs. 0. 20 lakh and 
Rs. 0.25 lakh in March 1971 and March 1973 for expansion and 
development of industry respectively in the name of two separate 
firms. None of the firms repaid even one instalment of loan 
up to December 1978; and on reference to the Collector, it was 
noticed by him (February, May and June 1978) that none of 
the three firms was in existence at the addresses given by the 
loanees. The Delhi Administration stated (November 1978) 
that they had been constantly pursuing these cases with the 
Collector for recovery and a comprehensive reference was being 
made to him to ensure recovery in these three cases. 

2.2 A scrutiny of the pace of disbursement of loans during 
1970-71 to 1977-78 showed the following:-

Loans disbursed 

(In lakhs of rupees) 

Year April January After To tal 
to to close 
December March of the 

year 

1970-71 8.04 6. 17 5.79 20 .00 
1971-72 11.67 8.04 22. 87 42 .58 
1972-73 3.47 10.80 19.57 33.84 
1973-74 27.56 3.30 6.64 37.50 
1974-75 10.33 16.03 3.35 29. 71 
1975-76 4.13 26.87 8.68 39. 68 
1976-77 16.25 11 .43 2.32 30.QCI 
1977-78 10.98 14.28 4.68 29.94 

T OTAL 92.43 96.92 73 .90 263.25 
- --
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Thus, 36 . 8 per cent of Joans were disbursed between 
January and March of 1970-71 to 1977-78 and 28. l per cent 
Joans were disbursed in the subsequent financial year though 
the amounts were drawn in the preceding financial year. The 
Delhi Administration stated (November 1978) that at the t ime of 
submission of Joan applications, it could'not insist on submission 
of all the documents particularly those relating to the security 
and its acceptance, that these documents were called for after 
the sanction of the loan and that the delay in disbursement was 
mainly due to delay in submitting the required information and 
executing other legal formal ities. 

2.3 On a test-check of loans of amount exceeding Rs. 2,000 
each (total number 322) approved during 1973-74, 1974-75 and 
1975-76,!it was noticed that delays had occurred in disbursement 
in 80 cases (amount : Rs. 14 .86 Jakbs) as shown below: 

Period of delay No . of 
cases 

Up to 12 months 10 

From 13 to 24 months 53 

From 25 to 36 months 15 

Over 36 months 2 

The Director of Industries did not undertake any fresh exami­
nation of the entitlement of the applicant to the loan based upon 
the latest records and information. The Delhi Administration 
stated (November 1978) that if the re-examination of the account 
books was repeated, disbursement cases would result in change 
of loan entitlement and that this would require reconsideration 
by the Loan Advisory Board for sanction. 

2.4 The Public Accounts Committee in paragraph' 2 . 16 of 
its First Report (1971-72 : Fifth Lok Sabha) observed that the 
position regarding repayment of loans was not satisfactory and 
recommended that vigorous steps should be taken to recover 
the outstanding amount from the defaulters and special attention 
should be paid to the old cases. 



The position of loans disbursed, the amounls overdue but not recovered as 0 11 30th September 
1969 (as reported in paragraph 78(a) of the Audit Report (Civil) 1970) and as on 30lh November 
1977 was as follows:-

Year. Posi tion o r loans 
--------- ---------

Loans disbursed 
Loans outstanding and overd ue Loans outstanding and overdue 
as on 30th September 1969 as on 30th November 1977 

No. Amount No. Amoun t No. Amount 

Princi1>ul In terest Principal In terest 

(Amount in lakhs of rupees) 

1952-53 to 1967-68 3042 144.06 640 4.34 2. 08 535 4.37 Not 
known 

1968-69 to 1976-77 3846 272.50 1145 10.30 Not 
known 

NOTE.-The Di rector of Industries could not furnish the amount of interest overdue on the outstanding loan as on 
30th November 1977. 

Thus, Rs. 4 . 37 lakhs were outstanding as p rincipal overd ue in respect of loans sanctioned up 
to 1967-68 which were due for full repayment by March 1978. 

2.5 During evidence before the Public Accounts Committee, it was slated tha t the Director of 
Industries was pursuing the recovery cases vigorously by issuing persona l call letters to the loanees 
followed by reminders, writing to District Collectors to efTect recoveries as a rrears of land revenue. 
sending cases to Zonal Officers concerned to persuade the loanees in their respecti ve a reas to dea r ofT 
the dues and making references to police authorities and a lso Lo Zonal Officers to trace out the 
untraced loanees . 
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A test-check of 155 cases of default (total amount: Rs. 7. 36 
lakhs) showed that no personal call letters were issued in 54 cases 
and that in the remaining 101 cases, the personal call lettet 
were issued after lapse of considerable period from the date of 
default, as shown below: 

Period of delay 

Up to 6 months . 
Frcm 7 to 12 months 
Over 12 months 

No. of 
c:ises 

37 
27 
37 

Jt was also seen that no reminders were issued in 34 of the 
above cases. 

In 155 cases of default, referred to above, it was, however, 
noticed that references were made to the Collector;after:lapse of 
considerable period from the date of default as may be seen 
from the following table :-
Period of delay 

Up to 12 months . 
Above 12 to 24 months 
Above 24 to 36 months 
Over 36 months 

TOTAL 

No. of 
cases 

14 
62 
39 
40 

155 

The Director of Industries stated (July 1978) that the number 
of loanees had increased considerably in the last few years and 
that the strength of the staff had not• increased correspondingly; 
be also stated that efforts were made to recover the loans but it 
took time. The Delhi Administration stated (November 1978) 
that 1973, 385 and 902 cases involving Rs. 20. 80 lakhs, 
Rs. 5. 65 lakhs and Rs. 6. 88 lakhs were referred to the Collector 
in 1976, 1977 and 1978 (up to 31st October 1978) respectively. 
An examination in audit (December 1978) of 945 cases referred 
to the Collector in 1976 revealed that 663 cases were still pending 
with the Collector, in 217 cases full recovery was effected, 32 
cases were withdrawn by the Director of Industries witho ut 
recovering the full amount mentioned in the recovery certificate 
and in 33 cases reference to Collector was not necessary. 
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2.6 In accordance with the conditions of the grant of loan, 
a loanee was required to util ise the loan for the purpose for which 
it was granted within a period of 3 months. During evidence 
before the Public Accounts Committee (July 197 1) Government 
informed the Committee that out of 1998 cases of loans granted 
from 1959-60 onwards misutilisation was reported in 138 cases 
involving R s. 3.96 Jakhs. The Commttee recommended that 
reasons for misutilisation of loans by parties should be analysed 
and investigated and necessary correctives applied. lThe'Director 
of Industries informed tbe Committee (November 1971 ) that 
instructions had been issued to the Utilisation Cell for periodical 
check up of the running of the industry. 

lt was, however, noticed that the Utilisation Cell, though 
in exi stence, was mainly concerned with the checking of raw 
material utilisation and was not performing the functi on of 
periodical checking (once a year) of the functioning of the loanee 
units d uri ngl the currency of repayment of the loans particularly 
after 1972-73. The Director of Industries was, therefore, no t 
aware of the number of cases where loans were misutilised . 

2. 7 Initial verification of utilisation of loans was stated to 
have been carried out till 1972-73. The following points were 

noticed in audit :-

(a) In 168 cases detailed below, no such verification was ever 
made by the Director of Industries (March 1978). 

Year 

1968-69 
1969-70 
1970-71 
1971 -72 

1972-73 

T OTAL 

No. of 
units 

2 
2 1 
20 
22 

103 

168 

Amount 
(In 
lakhs of 
rupees) 

0.07 
0.73 
0.53 
2.79 

10.27 

14.39 

-.J" , 54 out of above cases. the repayment of loan (Rs. 6.05 lakhs) wa5 
irr~ gular : and no instalment had at all been paid by the loanees in 8 
cas es (Rs. 0 . 62 lakh). 

-
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(b) A test-check of 174 cases of loans disbursed between 1970-71 and 1972-73 showed that delays 
ranging from 9 months to over 37 months had occurred in taking up the certification of 
utilisation of Joans whereas the grantee was required to utilise the loan within three 
months of disbursement. 

Year 

1970-71 . 
1971-72 . 
1972-73 . 

TOTAL 

9 to 12 months 

Cases Amount 

0.02 
1 0.02 

2 0.04 

Period of delay 

13 to 24 months 

Cases Amount 

19 0.53 
45 1.92 
45 3.88 

109 6.33 
---

25 to 36 months 37 months and a bove 

Cases Amount Cases Amount 

(Amount in la khs of rupees) 

17 0.46 4 0 .16 
21 1.41 7 0.57 
14 1. 22 

52 3 .09 11 0.73 
---

2.8 Verification of utilisation of loans (Rs. 166. 83 lakhs) disbursed to all the units (2174) during 
the period from 1973-74 to 1977-78 had not been taken up a t alJ by the Director of Industries 
(June 1978). 

The Delhi Administration stated (November 1978) tha t the utilisation check up of Joans could 
not be carried out earlier due to shortage of field staff and that the Utilisation Cell which hitherto 
was confined to the checking of utilisation of import assistance and controlled raw materials had 
now been entrusted with the checking of utilisation of loan assistance as well. 

2.9 Tl1e rules provide that each borrower shall within three months from the date of receipt of the 
loan get all the properties (mortgaged by him to Government) insured against loss or damage 

..... 
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by fire and burglary and furnish the insurance policies 
to the Delhi Administration. Mention was made in paragraph 
78(a) of the Audit Report (Civil), 1970 that in 102 cases (Rs. 8 . 50 
lakhs ) insurance policies had not been received/renewed up to 
30th September 1969. The Public Accounts Committee jn 
paragraph 2 . 18 of its First Report (1971-72 : Fifth Lok Sabha) 
recommended that prompt action should, in future, be taken 
against the units which ilid not furnish the insurance policies 
within the prescribed period of three months of !the receipt 
of loans. Government informed the Public Accounts Com­
mittee in November 1971 that they were insisting on the sub­
mission of insurance policies before the loan was actually dis­
bursed to the parties. 

It was, however, noticed in audit that the Director of Industries 
was not insisting on the submission of the insurance policies 
before the loans were actually disbursed to the loanees. The 
number of defaulters increased from 102 cases up to jSeptember 
1969 to 177 cases (Rs. 36.80 lakhs) as on 31st December 1978. 

The percentage of default in the submission of policies varied 
between 24.2 and 79 .0 in the period from 1970-71 to 1976-77 
as under: 

Year Cases in which Cases in which Perccn-
policies were due policies not received tage 

Number Amount Number Amount 

(Amount in lakhs of rupees) 

1970-71 19 3 .78 15 2.90 79.0 
1971-72 63 13.90 19 4. 36 30.0 
1972-73 59 16.75 22 5 . 77 37 .3 
1973-74 73 19.73 30 7.87 41.1 

1974-75 61 18 .34 19 5. 57 31.J 
1975-76 62 18.25 15 4 .43 24 .2 
1976-77 36 10.56 14 4. 24 38.5 

373 101. 31 134 35 . 14 

-

-
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In 106 cases involving Rs. 29 . 13 lakhs given below the parties 
had not submitted insurance policies even once since taking 
loans from the Director of Industries 

Year Nwnb~r Amount 

(I a lakhs of rupees) 
1971-72 5 0.92 
1972-73 21 5. 27 
1973-74 27 6.84 
1974-75 19 5.95 
1975-76 J9 5 .41 
1976-77 15 4 .74 

T OTAL 106 29. 13 

MINISTRY OF PLANNING 

(Department of Statistics) 

33. Short accounting of stationery.- During local audi t (Octo­
ber' 1978) of the ,Department of Sta tistics, it was noticed that there 
were numerous over-writings a nd erasures in the records relating 
to the receipt a nd issue of duplicating pa per and other stationery 
articles used for cyclostyling purposes fo r L975-76 and 1976-77. 
A scrutiny of the records from 1st January 1974 to 31st August 
1978 revealed that the qua ntities of duplicating paper (9,836 reams) 
shown as consumed in the cyclostyling process by the machine 
operator did not tally wi th those (24,078 reams) shown as issued 
to the operato r in the stock register. Thus, 14,242 reams of 
dupl icating paper valued at Rs. l . 27 la khs remained unaccount­
ed for . 

It was also no ticed that certain articles of stationery valued 
at R s. I .49 Jakhs had been entered in the stock register as loaned 
to certa in other M inistr ies and Departments from 1975-76 to 
June 1978. Confirmation obtained (September 1978) from the 
concerned Ministries and D epartments a t the instance of Audit 
indicated that the articles had not been received by them in full . 
The value of the a rticles which rema ined , thus, unaccounted for 
was Rs. I . 25 la khs. 
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Besides, the accounting of stationery articles worth Rs. O. 62 
lakb shown as having been loaned to the Director General of 
Employment and Training during the year 1974-75 could not be 
verified as the Director General stated (November 1978) that the 
records had been destroyed by them in terms of the record 
retention schedule. 

Thus, sta tionery articles valued at Rs. 3 .14 lakhs remained 
unaccounted for. The Department of Statistics stated (December 
1978) that due to non-maintenance of proper accounts by the 
machine operators who were semi-literate or ill iterate, their 
registers could no t be accepted as reflecting the quantities of 
duplicating paper actually consumed and that, therefore, while 
there could be some unaccountability, the same could not be 
precisely determined. The Department, however, agreed 
that the maintenance of registers left much to be desired and 
stated that appropri ate remedial action including the transfer 
of the concerned personnel had been taken. As regards the short 
accounting of stationery articles loaned to other Ministries and 
Departments, the Department agreed that articles of the order 
of Rs. 1.25 lakhs bad not been accounted for and matter required 
fu rther investigation (D ecember 1978). 

MINISTRY OF SUPPLY AND REHABILITATION 

(D epartment of Rehabilitation) 

34. Resettlement of refugees in Dandakaranya Projeet.-Men­
tio n was made in paragraph49 of the Audit Report (Civil) 1969 
about certain aspects of the.Dandakaranya Project started in_1958 
with the twin objectives of resettlement of displaced persons 
from East Pakistan and integrated development of the area, 
particularly non-preparation of the project report beyond March 
1961 and the actual expenditure of Rs. 12,760 per displaced 
family (12,418 famil ies) up to June 1968 as against Rs. 6,000 
per family envisaged in the preliminary project report. The 
Public Accounts Committee (1969-70) observed in its I 18th 
Report (Fourth Lok Sabha) that the project had been a llowed to 
grow, year after year, without any kind of long range planning 
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and recommended that action be taken by Government to draw 
up a long-term perspective plan clearly spelling out the objectives 
and estimated outlay for the completion of the project on the 
basis of definite targets. The Ministry of Labour, Employment 
and Rehabilitati on, stated (D ecember 1970) that such a plan 
could be prepared o nly after the position of release of furthe r 
la nds by the State G overnments became clear and final 
decision regard ing the ultimate number of famil ies to be settled 
was also taken an d that the Town and Country Planning 
Orga nisation of the Ministry of Health, Family Pla nning, Works, 
Housing an<l U rban D evelopment, had agreed to t ake up the 
preparat ion of master plan for the D andakaranya sub-region . 
The Ministry of Supply and Rehabili tation stated (January 
l 979) that the Town and Country Plan ning Organisation p repared 
and submitted the perspective plan of the Dandakaranya Region 
to the Planning Comm ission in August 1975. The Task Force 
of the Plann ing Commission considered (October 1975) the 
perspective plan and decided that a sma ll working group consis­
ting of rcpre entat ives o f the Planning Commission, Central 
Ministries and State G overnments concerned, Dandakaranya. 
Development Author ity and the Town and Country Planning 
Organ isatio n should go into the question of development of the 
region and the details of pre-requ isites for development. The 
working gro up (constituted in Ma rch 1976) met in July 1976 and 
requested the Chief Planner, Town and Country Pla nning Organi­
sation, to draw up a note on the strategy a nd pre-requisites for 
the development of the regio n wh ich was submitted Lo the Plan­
ning Commission in October 1978. The~master plan had not 
so far been finalised (J a nuary 1979). 

An overall project report indicating the programme of rehabi­
li tation beyond 1961 , prepared by the project authoriti~s in 
Novembe r 1962 was yet to be approved (Janua ry 1979) by 
Government. The M inistry stated (February 1979) that the 
influx of migrants fro m former East Pakistan had been of an 
uncertain a nd intem1ittent character with the result that it was not 
practicable to evolve a long ra nge pla n. In the absence of a 
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long-te rm p .:: rsp.::ctive plan , estima ted financial out lay and well­
defined targets for various components of the programme for 
overall implementat ion of t he p roject from t ime to time, even 
after th : position of re lca~c of lands by Governments a nd the 
number of refug.:cs to b-.: rehabilitated was known ( 1971 -72/ 
1973-74), no prop\! r co mpar ison o f obj.:ctives a nd achievements 
could be made. 

2. The a ll 0tment o f funds a nd the ex penditure incurred up 
to 1977-78 w.::re as under : 

P~iod Allotme:n Expend iture 
--------

For exccu- For lo ins Executi on Lo:J.ns to 
t i:>n of to di~pla- of the di~placed 
the project ced project person~ 

perso ns 
(In cro res o f rupees) 

1958 to 1961 16.20 1.50 7.23 0 .05 
1961 to 1966 28.61 1.42 16.37 1.76 
l966 to 1969 13 .68 0. 85 8. 94 I. 11 
1969 10 1974 22.71 1.49 18.63 l. 77 
1974 to 1978 44.00 I . 87 42.88 0 .85 

T OT1\ L 125.20 7 . 13 94 .05 5.54 

T h·: total expenditure of Rs. 99.59 crores (till 1977-78) was on 
g.::n .::ral ct ~vdopment (Rs. 29 .08 crorcs). t riba l welfare (Rs 20 . 12 
crores), resettlcm-::nt of displaced persons (Rs. 44. 22 crores) 
and relief (Rs. 6 . 17 crores). 

Till March 1978, 30, 163 displaced families (agriculturist : 
28.771. non-agriculturist : I ,392) including those deserted from 
ti me to time were settled: the actua l direct expenditure o n re­
settlement per displaced fami ly worked o ut to Rs. 14.660 as 
against R s. 6,000 per family estimated in the preliminary p roject 
report. This would further increase when all the fa milies 
are fu lly settled and further a llocation of the other ancillary 
expenditure o n general development etc. is made. 

The value of fixed assets created by way of irr igation facilities, 
hospitals, houses, schools, roads a nd develo ped la nds up to 
March 1978, amounted to Rs. 49 . 92 crores on (a) reclamation 
of I . 62 lakh acres (out of 2 . 31 lakh acres released by the State 
Gov.:: rnm'!nt) of land including land survey and soil conservati on 
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(Rs. 7.8 1 crores), (b) 375 vi llages ( 14,892 village houses) including 
internal roads, tanks and community buildings (R s. 5. 92 crorcs) . 
(c) roads (1624 kms.) and bridges (R s. 5. 10 crores), (d) project 
build in gs [hospitals ( 17), schools (287), office buildings. etc. I 
(Rs. 5. 99 crores) and (e) dams, minor irrigation schc mes ar.d 
tanks (Rs. 25. I 0 crorcs). 

Out of 1. 62 lakh acres of reclaimed land, 1.0 1 lakh acres 
were allotted to 21,265 families, 0. 30 lakh acres released to the 
State Governmen ts towards 25 per cent triba l quota, 0. 24 la kh 
acres were used for roads. buildings, etc., 0 . 05 lakh acres \\ ere 
reserved for fur ther utili sation and 0 .02 lakh acres \\ere unfit 
for agricultu re. Of the lands allotted (I . 0 I lakh acres) for 
agricultural purposes, only 0. 14 lakh acres were irrigated ard 
0 .47 lakh acres were expected to be covered by the irr igation 
works under construction . Zone-wise details of displaccC. 
families in position, la nd recla imed a nd land allotted, as 
on !st February 1978 

Zone 

Malkangiri 

Umerkote 

Paralkotc 

Kondagaon 

TOTAL 

were a5 folio\\:-: 

Area Families 
reclaimed tO which 

land was 
allotted 

(fn 
lakhs 
o f acre>) (numbers) 

0.62 8,334 

0.40 4,297 

0.50 7,631 

0. 10 1,003 

1.62 21,265 

Arca Families 
a llo11cd in 
for Kar nu·-
agricul- s/Jibirs• 
turc 
(In 
lakhs 
of acres) (num bcrs) 

0.40 4,204 

0.23 

0.37 370 

0.01 

1.01 4,574 

3.0 The preliminary project report (1959) provided for an 
investment of Rs. 1. 75 crores up to 31st March 1961.for irrigating 
60,000 acres. The revised project report (prepared in 1962 

•Karmishibirs : Karmishibirs are transit centres for accommodating 
displaced persons pending their rehabilitation. 
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but not approved) envisaged an investment of Rs. 5. 94 crores 
for irrigating 1. 61 lakh acres. Till 1977-78, Rs. 25. 10 crores were 
spent on three major irrigation projects, 1•iz. (i) Bhaskal D am 
(completed in June 1966), (ii) Paralkote Dam where \\ o rk on 
canals remained to be completed, (i ii) Satiguda Darn in pr ogress 
and 44 minor irrigation schemes (40 completed and 4;in pro gress). 
By the end of 1977-78, 13, 710 acres of land were only pro vided 
with irrigation. The progress of execution of these \\ 0 1 ks is 
men tioned below : 

(a) Bhaskal dam.- Mention was made in paragraph 56 of 
the Aud it Report (Civil), 1969 abo ut the construction of this 
dam across Bhaskal nallah in Umerkote zone. The dam was 
completed in June 1968 at a total cost of Rs. 1 . 35 crores as 
against the original estimate of Rs. 1 crore. The project was 
transferred free of cost to the Governm'.!nt of Orissa on 1st May 
1973. As against the estimated irrigation of 1,115 acres of 
settlers' land, 675 acres only had been irrigated. The shortfall 
of 440 acres was attributed by the project authorities (September 
1978) mainly to defects in distributory system. 

(b) Paralkote dam.-Construction of the dam across the 
Deodah river in Paralkote Zone was approved by Government 
in February 1966 at an estimated cost of Rs. l . 78 crores for 
providing irrigation to about 7,800 acres of settlers' land by June 
1970. The construction was started in October 1966. The 
estimate was revised to Rs. 5.27 crores in June 1977 for comple­
tion in June 1979; up to 1977-78 an expenditure nf Rs. 4 . 29 
crores was incurred. According to the project authorities 
(S eptember 1978), the main dam:and canals' in the major reaches 
had been completed and work on the extension of the canal 
system was in progress. The slow progress was attributed 
(September 1978) to certain technical changes in design and 
constraints of funds. 

(c) Satiguda dam.-Construction of the dam across the 
Satiguda river in Malkangiri zone was approved by Government 
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in October 1962 at an estimated cost of Rs. 2. 02 crores for 
completion h y June J 967 for irrigating 33,607 acres of land. Ti ll 
1977-78, Rs. 4 .27 crores \\'ere spent, 80 p er cent of eartfiwork 
on the dam was done and '"ork on spillway and diver ion struc­
ture was in p rogress . The works on canal system and dis tri­
butories have not yet been sta rted . According to the project 
authorities (September 1978). the dam was expected to be 
completed in 1981-82. In the meantime. its estimate had been 
revised five times, the latest (October 1974) being R s. 11. 05 
crores. The escalation in cost was att ributed (September 
1978) by the project authorities to (a) steep rise in cost of labour 
and materials, (b) changes in design to suit actual site conditions 
and (c) inadequate provision in original estimate in some items 
of work. 

The project authorities attributed (September 1978) th '! delay 
in completion mainly to technical examination of the schem 'S 

in relation to other proposed irrigation proj ects in the area to 
avoid overlappi'lg, delays in acquisition of land and 
·Constraints of funds. D elay in providing irrigation fac ilities 
to the agricultural lands and poor rainfall in two consecutive years 
( 1976 and 1977) in the zone affected the principal crop (paddy). 

(d) Besides the three irrigation projects, irrigation facilit ies 
for 22,000 acres of lands allotted to the settlers in M alkangiri 
zone were expected to be provided by the Potteru Irrigation 
Project undertaken by the Government of Orissa on its comple­
t ion by 1982-83. 

(e) Minor irrigation s-:hemcs.-Out of 44 minor 1mgation 
schemes undertaken in 1965 at an estimated cost of R s. 97 lakhs 
for irrigating 0 .05 lakh acres of settlers' land , 40 minor irrigation 
·schemes with a culturable command area of 0. 04 lakh acres bad 
been completed during 1965 to 1978 at a cost of Rs . 22. 98 lakhs 
and th remaining 4 schemes were in progress (November 1978). 
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3.1 Zone-wise details of land allotted, land under cultivation 
and land irrigated at the end of 1977-78 were as follows : 

Malkan- Umer- Paral- Konda- Total 
giri kote kote gaon 

(Areas in la kh.s of acres) 
Land a llotted 

for agriculture 0.40 0.23 0.37 0.01 1.0.l 
Land under agri-

culture 0.36 0 .23 0.33 0.01 0.93 
Land covered by 

irrig:ition 0.01 0.01 0. 12 • 0.14 

*65 acres. 

Although 21,265 families had been moved to the four zones 
and each fam ily allotted 3 to 7 acres of land for agricultural 
purposes, the land covered by irrigation by the end of 1977-78 
was 0. 14 lakh acres only. 

3.2 On a study of records it was noticed by Audit that the 
rainfall in the project area during 1968 to 1977 ranged from 
700 to 2200 mm. Average yield of paddy in the a rea was 
generally below that of the State as shown below 

Year 

1972-73 
1973-74 
1974-75 
1975-76 
1976-77 

Average yield in quimals per acre 

For Orissa State For project area 

Irrigated Non-- Malkan- Umer- Konda-
area irrigated giri kote gaon 

area 
6.9 5 .8 3.46 2.78 1.94 
7. 0 6 .1 4.99 4.76 5.29 
6.4 4.5 2.96 1.45 5. 10 
7.5 6.4 7 . 50 6.50 12.50 

Not available 1. 45 3.69 5.45 

Paral-
kote 

3.88 
7 .00 
3.88 
7 .50 
3.57 

According to the statistics compiled by the project autho­
rities (September 1978), the average annual income from agricul­
ture per family during the three years 1975 to 1977 ranged from 
Rs. 1,329 to Rs. 5,688. 

3.3 Even in resp ect of lands a llotted to families, the owner­
ship rights bad not been conferred (November 1978) on the 

-
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settlers by grant of pattas. According to the project autho­
rities (November 1978), pattas, which were ready in two zones 
(in one zone re-survey had to be done due to desertion, induction 
of new families and reduction of hold ings), would be distributed 
as soon as the decision of Government on the recommendation 
of the Dandakaranyl\ Development Authority regarding period 
of recovery of loans and!distribution!of excess lands was received. 
The project authorities added (November 1978) that the survey 
and settlement operations would be completed in the third 
zone by June L980 and those in the fourth zone wou ld be initiated 
shortly. 

4.0 ln accordance with the scheme of rehabilitation 
contemplated in the revised project report (L 962), the d isplaced 
families were to be moved to permanent rehabilitation sites within 
one or two working seasons. As on 1st February 1978, 21,265 
families were in position in village sites, but only 14,892 families 
were provided with houses. The remaining fami lies (6,373) 
in vi llage sites were yet (November 1978) to be provided with 
housing facilities. Besides, 4,574 families in Karmishibirs were 
given cash doles by the project authorities. 

4.1 Movement of families to settlement sites. construction 
of houses for settling them and provision of irrigation facilities 
were not simultaneous or even in close sequence despite the 
recommendation of the Public Accounts Committee in its 
11 8th Report (4th Lok Sabha) for a co-ordinated implementation 
of the various programmes, viz. reclamation of land, provision of 
accommodation, drinking water,'roads and other living amenities, 
which was accepted by the Ministry which stated (December 1970) 
that the project administration were taking suitable remedial 
measures to ensure better co-ordination between the works of 
various executing agencies so that different processes of rehabili­
tation were dovetailed and the entire procedure was streamlined. 
The project authorities stated (November 1978) that the pace 
of construction depended on the availability of raw material 
in sufficient quantity and the programme of construction of 
sn AGCR/78-11 
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houses was being tackled on an emergent basis so as to clear 
the backlog. 

5. Desertion of families.- Displaced families had been desert­
ing from the project area from time to time. The Public 
Accounts Committee in its I 18th Report (4th Lok Sabha) 
desired a close study of the causes of ~sertion and suitable 
remedial measures. The Ministry of Labour, Employment and 
Rehabilitation stated (December 1970) that significant desertions 
had been subject to close and careful study and appropriate reme­
dial measures were being taken wherever necessary. Nevertheless, 
the desertions continued. By tbe end of March 1977, 15,929 
families (8,693 from village sites and 7,236 from Karmishibirs) 
had left the project area since the inception of the project. During 
February 1978 to August 1978 large scale desertions of 14,345 
ramilies (both settled in villages and in R.arrnishibirs) took place 
from the project area. 

From July 1978, the return of the deserted fam=ties was 
arranged and during July 1978 and August 1978, 8,732 deserted 
families returned, besides l ,765 families which had returned 
earlier. The details are as follows 

Families in position 
on 1st February 1978 
D esertions from 
February 1978 to 
August 1978 
Returnees alter 
initial desertion (up 
to August 1978) 
Redesertions out of 
returnees (up to 
August 1978) 
Net returnees 
Families in position 

Malkan-
giri 

12,538 

10,103 

x 

x 
6,158 

Umer­
kote 

4,297 

408 

x 

x 
378 

Konda­
gaon 

1,003 

6 

x 

x 
11 

Paral­
kote 

8,001 

3,828 

x 

x 
3.018 

Total 

25,839 

14,345 

10,497 

932 
9,565 

(August 1978) 8,593 4,267 J,008 7,191 21 ,059 

In later part of 1977, the project authorities noticed unrest 
among settlers in the area followed by sales by the families of 
their belongings including bullocks, agriculLural implements, 
etc. According to the project authorities (September 1978), 
while the main reasons for the mass exodus (which was not only 

-
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from Dandabranya but a lso from many resettle ment and relief 
.camps al l over t he co untry) was the hope held out of the scope 
of resettlement in S underbans and ocrer a reas of West Bengal, 
the deserters indicated many other reasons for their desertions­
pri111arily complaints about poor qu ;ility of land, drought during 
two success ive years, ~arac;sment by tribals, indifference of police, 
local ad ministrat ion and inabili ty to get adequate return fo r 
.agricultural produce. 

Based on per capita cost of rehabili tation of R s. 11,729 
per family as worked out hy the project authorit ies for the period 
ending Marer 1977, the investment on t h~ fami liec; deserted 
between I st February and 15th August 1978 but not returned 

<(4780 families) amounted to Rs. 5 . 60 crores. A sum of Rs. 2. 35 
lakhs was a lso sanctioned by Government in June 1978 fo r 
·watch and ward of properties left behind by the deserters; ex­
penditure incurred up to October 1978 was R s. 0 . 42 lakh. 

r n order to facilitate return of deserters and their 
11'.ehabi li tation, renewed ass istance of Rs. 1,600 by way of grants 
i(Rs. 350) for purchase of rice and loans (Rs. 1,250) fo r purchase 
of bullocks. fr rtil isers, etc. was sanctioned (Ju•\e 1978) by 
·Government to each family which deserted and returned a nd 
.also to each of those which had prepared themselves for desertion. 
In addition, fresh doles of Rs. 60 and grant of Rs. 25 fo r kitchen 
nut were also sanctioned (June 1978) fo r each returnee family. 
Fresh allocat ion of R e; . I .46 crores for resettlement was 
provided dur ing June 1978 ~owards additional assistance for 
'fesettling the families in the project as a whole; of this 
R s. I . 03 crores had been sanctioned by the project authorities 
so far (October 1978). Expenditure incurred up to October 
m 978 amounted to R s. 43 .00 lakhs. This excluded expenditure 
on t ransportation o f the returnee families which bad not been 
worked out so far (January 1979). 

The proj xt authorities stated (November 1978) that the 
project had also taken up large work programmes 1.:omprising 
irrigation works, h ouse construction, road works, manual 
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reclamation and bund ing of lands, etc. which would generate 
adequate em ploy ment oppo rtunit ies and provide subsidiary 
income to the ret urnee families. 

6. Sum ming up, the fo llowing a re the main poin ts tli at 
emerge:-

(i) The proj ect had grown year after year without any precise 
long-range plan spelling ou t thc'objectives and estimated 
outlay for the complelion of the' project fo r full rehabili­
tation of a ll displaced persons. Jn the a bsence of a 
detailed project report, well-laid out targets-physical 
and fi nancial- and detailed programme for execution of 
the various components of the integrated project for 
proper implementation o'f the scheme of rehabili tation 
of <l isplaced fam ilies with in a reasonable time, the achieve­
ments could not be properly eva luated. 

(ii) By the end of March 1978, total expenditure incurred 
by the p rojec t was Rs. 99. 59 crores ; 21,265 displaced 
families (exclud ing deserters) were sett led in the 
project; 14,892 fami lies were provided with houses~ 
6,373 families were living in kitchen hu ts; 4,574 families 
were in Karmislzibirs living on cash doles from the 
project ; 21,265 families have been provided with I . 01 
lakh acres of land fo r cul tivation, but irrigation facil it ies. 
existed for 0 . 14 lakh acres only. M ovements of families. 
to settlement s ites were mad.:: with out c reating facili ties 
of houses and provid ing irrigation facilities to cultivate 
agricultural lands. 

(iii) During February to August 1978, 0 .14 lakh families. 
deserted from the area. As a resul t of the various 
measures taken by the project authorities, 0 .10 lakh 
families returned to the project; while th e investment 
on the de~erted families worked to R s. 5. 60 crores, an 
additional outlay of Rs. 1 .46 crores had been provided 
towards additional assistance to the returnees and the 
settlers for their rehabilitation. 

-
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MINISTRY OF TOURISM AND CIVIL AVIATION 

35. Avoidable expenditure on maintenance and operation of 
:aircraft.-For carrying out periodic calibration of radio and navi­
gational aids installed at various air ports in the country and also 
for imparting radar training to Air Traffic Control Officers, 
the Civil Aviation Department has been maintaining and 
operating two Dakota aircraft (one from October 1950 and the 
-0ther from April 1952). The department, however, did not have 
details of the source from which the two aircraft were acquired 
and their cost price. The staff sanctioned for operation of 
these aircraft consisted of one pilot and one co-pilot. At times 
when both these aircraft had to be put into use or when any of 
the personnel employed against the sanctioned posts was unable 
to undertake flights for specific reasons, the Civil Aviation 
Department had to borrow services of the crew from other air 
companies. From June 1962 to March 1974, the Department 
obta ined services of the crew from the Indian Airlines Corpora­
tion (IAC) at rates agreed to from time to time. The pilots for 
operating these aircraft required endorsements for Dakota air­
·craft only but it was noticed that the IAC, on many occasions, 
provided crew with endorsements for Boeing, Caravelle. etc. for 
which higher charges had to be paid by the Civil Aviation Depart­
ment involving extra expenditure to the department. 

In January 1970, a suggestion was made by the Internal Finance 
Wing of the Ministry for employment of crew on. a regular basis 
instead of borrowing the services of crew from IAC. No action 
was, however, taken to sanction posts on regular basis and to re­
cruit pilots and co-pilots. As the IAC was not in a position to 
provide crew having Dakota endorsements only, the department 
concluded (May 1974) an agreement with a private air company 
of Bombay on the basis of competitive rates fo r obtaining ser­
vices of the crew as and when necessary. The sanctioned posts 
of one pilot and co-pilot also remained vacant during 1974 to 
1978 except for the period from April 1975 to August 1976.~ 
During March 1974 to March 1978, the department obtained the 
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services of crew from the private air company and paid Rs. 7 . 8'.J 
lakhs as against expenditure of about Rs. 1.47 lakhs that would 
have been incurred if the department had its own crew. 

Of the two a ircraft, one engaged on radar tra ining of Air 
Traffic Control Officers, was based at Bombay. Although one 
Maintenance Engineer remained in position during 1968 to Octo­
ber 1972, the work of ma intenance and certification was got done 
by the p rivate compa11y at Bombay since 1968 at a rate of Rs. 
5,000 per month . The department pa id Rs. 5. 20 lakhs to the 
company for maintena nce of the nvo aircraft from November 
1970 to February 1978 as against Rs . 2. 26 lakhs which would 
have been incurred by the department on the employment of its 
own Maintenance Engineer. Government stated (January 1979} 
that the Maintenance Engineer who was in position during 1968 
to October 1972 was " not fu Uy qualified to certify the maintenance 
of Dakota a ircraft although he met the- laid down qualifications 
for the p ost of Licensed Engineer at the time or recruitment". 

The D epartment was responsible for undertaking flight inspec­
tion of navigatio nal aids in respect of 89 airports (4 international, 
12 major a nd 73 intermediate a nd minor ai rports). As per inter­
national sta nda rds, flight inspection of international airports 
was to be conducted at least once in four months while in respect of 
others, a t least once a year. The other aircraft was being operated 
on this service. During 1976 and 1977, the caUbration flight pro­
gramme could not cover 72 a nd 78 ai rports even though heavy 
expenditure was being incurred on maintenance and operation 
of a ircraft by utilising services of a private com pany. 

Government stated (January 1979) tha t " with the limited 
flight check capacity available to the D epartment, the flight 
calibration programme was undertaken w ith a view to maximum 
utilisation of aircraft and checking of all aids to ensure safety of 
flights ............ . . .. . . . . .... . .... it was not pos~ible to 
adhere to the requirements recommended by International Civil 
Aviaflon Organisation". Government added that " realising the 
inadequacy of aircraft and personnel, the CivH Aviation Depart­
ment had originated a proposal to augment the calibration 

-
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facilities. Two more·aircraftlhave alreadyjbeen acquiredJand action 
is in advanced stage to acquire necessary avionic equipment and 
laboratory and ground tracking equipment. The scheme also 
envisages augmentation of personnel with necessary training". 

The second aircraft met with an afr accident on 19th May 
1978. The department reported in July 1978 that the replace­
ment value of the electronic flight check equipment, fitted and 
carried on board of the illfated aircraft was about Rs. 10 lakhs 
but that the depreciated value of existing equipment was practi­
cally nil at the time of mishap. The report of Commission of 
Inquiry on the mishap of the aircraft was stated to be under con­
sideration of the Government oflndia (January 1979). 

The case reveals that : 

the department did not employ its own crew on regular 
basis for operating the two aircraft and they had to borrow 
crew from other air companies at higher rates resulting 
in extra cost of Rs. 6. 36 lakhs from March 1974 to 
March 1978 ; 

the Maintenance Engineer employed by the department 
was not fully qualified to certify the Dakota aircraft 
r,nd Rs. 5.20 lakhs had to be paid from November 1970 
to February 1978 to a private air company for maintenance 
of two aircraft ; and 

the flight calibration programme could not be undertaken 
by the department according to international standards. 

36. Delay in commissioning of transmitters at Aeronautical 
Communication Stations.-With the object of improving reliability 
and efficiency of communication circuits and thereby enhancing 
the safety and regularity of aircraft operations, the Director 
General of Civil Aviation decided (February 1973) to con~ert 
the following manually operated communication circuits into 
radio tele-type (RTT) operated circuits :-

(i) Delhi-Kathmandu RTT circuit-2 N os. 
(ii) Calcutta-Kathmandu RTT circuit-2 N os. 
(iii) Madras-Colombo RTT circuit- 2 Nos. 
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It had also earlier been decided (September 1972) to provide a 
speech circuit between Madras and Singapore for ensuring safe 
aircraft operation along this route. These circuits were required 
to be implemented by 1974. Accordingly, sanction of Govern­
ment for purchase of eight 5 KW transmitters was communicated 
in November 1973. An order for supply of 7 transmitters along 
with the accessories costing Rs. 31.02 lakbs was placed on firm 
'A' (a public sector undertaking) in March 1974 through the 
Director G eneral, Supplies and Disposals (DGSD) for comple­
tion of deliveries by 31st March 1975. The transmitters (cost: 
Rs. 30.63 lakhs) received during June 1974-February 1975were 
installed (cost : Rs. 0. 70 Iakh) at Aeronautical Communication 
Stations at Madras, New Delhi and Calcutta between April 1976 
and May 1978, but these could not be commissioned so far 
(December 1978) due to non-supply of matching transformers 
and coaxial cables by firm 'A' despite extensions of time granted 
from time to time, the last one being up to 15th November 1978, 
for the reasons mentioned below : 

In September 1976, firm 'A' informed the department that the 
matching transformers were ready for supply, but it was unable to 
arrange electrical tests for want of 5 KW transmitters with it and 
requested for their acceptance by the DGSD after visual inspection 
and measurement of impedance and reflection co-efficient. The 
department accepted this proposal and necessary amendment to 
acceptance of tendcrwl."s issued in D ecember 1976 by the DGSD. 
In Ja nuary 1977, however, firm 'A' expressed difficult/ in manu­
facture of indigenous transformers to the specification of voltage 
standing wave ratio (VSWR) from I . 5 MHZ (Mega Hertz) to 
30 MHZ and sought relaxation in the specification at the lowest 
frequency, namely, 1.5 MHZ to 1. 7 MHZ. The department 
agreed (January 1977) to the relaxation on the consideration that 
since the transmitters covered the frequency range from 3 to 30 
MHZ only, this relaxation would not materially affect the per­
formance of transmitters. Since then, firm 'A' had been attribut­
ing delay in supply of transformers to difficulties in procurement 
of suitable core material from abroad. 

-
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Despite extensions in delivery period and relaxation in speci­
fication, the department had not been able to get the matching 
transformers from firm 'A' so far (January 1979) though the 
original stipulated delivery date was 31st March 1975. This had 
not only caused delay in commissioning of transmitters but also 
resulted in blocking of Government funds to the extent of 
Rs. 30. 63 lakhs (since February 1975). Further, due to delay in 
commissioning of circuits, the intended object of enhancing 
safety on an. international route and regularity of aircraft 
-Operations also could not be realised (January 1979). 

The Ministry of Tourism and Civil Aviation stated (January 
1979) that the non-commissioning of the equipment had no doubt 
resulted in the Civil Aviation Department not being able to honour 
its international commitment, but that the reasons for the delay 
were beyond the control of the Civil A via ti on Department. The 
Ministry also stated that firm 'A' had asked for extension of time 
upto March 1979 and that it was hoped that the firm would com­
plete supply by that time. 

37. Nugatory Payments.-With the object of providing radio 
communication and navigational facilities to all aircraft and also 
of exchanging aeronautical traffic with various airports in India 
and abroad for meeting the requirements of flight safety, 62 pairs 
of non-exchange lines between transmitting station (Moti Bagh) 
and Safdarjuog Airport a nd 48 pairs between a remote receiv­
ing station (behind Safdarjung Hospital) and the Safdarjung 
Airport were laid by the Posts and Telegraphs Department bet­
ween 1950 and 1970 at the instance of Civil Aviation Department. 

In July 1973, the D epartment of Civil Aviation reported to the 
Posts and Telegraphs Department that out of 62 pairs of lines laid 
between transmitting station and Safdarjung Airport, 14 had 
remained unserviceable and 28 under repairs for 3 to 4 months. 
The Posts and Telegraphs Department admitted in March 1978 
that 28 pairs of lines had remained unserviceable since August 
1974. From the reports made by the Department to the Posts 

.and Telegraphs Department during 1973 to 1975, it appeared that 
unservice? bility of these lines had affected adversely aeronautical 
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communication operations and caused serious d isruption of tra­
ffic. These cables were also reported by the Department to have 
been damaged beyond economical repairs, requiring complete 
replacement. Though these 28 pairs of lines were unserviceable, 
the Department paid rental charges amounting to Rs. 2 lakb., 
to the Posts and Telegraphs Department for the period from l st 
August 1974 to 31st March 1977. The Department informed 
Audit in August 1978 that the rentals for the unserviceable pairs 
were paid "for fear of disconnection of the serviceable pairs by 
the Posts and Telegraphs Department due to non-payment of 
bills". Government stated (January 1979) that since the Depart­
ment was deprived of the use of 28 pairs of unserviceable non­
exchange lines, it was decided not to make payment for these 
lines from April 1977 onwards. The Posts and Telegraphs 
authorities had, however, informed the Department in July 1977 
that as per their departmental rules, no refund was permissible for 
unsatisfactory service of cables. The Department was in corres­
pondence with the Posts and Telegraphs Department for refund 
of rental paid for these 28 pairs of lines from August 1974 to 
March 1977. 

In June 1977, the Controller of Communications, New Delhi,. 
reported to tbe General Manager, Delhi Telephones, that as 
against 48 pairs of lines between the Safdarjung Airport and the 
remote receiving station, only 40 pairs were physically available. 
The non-avilability of 8 pairs was noticed by the Department in 
1976. The rental charges paid for these 8 non-utilised pairs of 
lines for 1976-77 amounted to Rs. 0 . 13 lakh. 

The case reveals that : 

though the unserviceability of the lines since 1974 bad 
affected adversely aeronautical communication operations. 
and safety of aircraft, the matter was not effectively pur­
sued by the Department ; and 

rupees 2. 13 lakhs were paid by way of rental to the Posts 
and Telegraphs Department for the unserviceable/non­
available lines. 

-
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38. Losses and irrecoverable dues written off/waived and 

ex gratia payments made 

A statement showing losses and irrecoverable revenue, duties, 
advances, etc. written off/ waived and also ex gratia payments 
made during 1977-78 is given in Appendix V to this Report. 



CHAPTER IV 

WORKS EXPENDITURE 

MINISTRY OF AGRICULTURE AND 
IRRIGATION 

(Department of Irrigation) 

39. Collapse of a bridge across Najafgarh drain.- For 
remodelling and realignment of Najafgarh drain from Bharat 
Nagar in Delhi up to out-fall into the river Yamuna, two water 
supply lines running on the ground and passing through the area 
were required to be shifted :md placed on a bridge to be 
constructed across the drain. Accordingly, the work of 
construction of steel truss bridge (about 13 feet wide) with an 
effective single span of 105 feet across Najafgarh drain near 
Timarpur was awarded (June 1974) by the Chief 
Engineer to a firm on a lump sum contract for Rs. 1.80 
lakbs against the estimated cost of Rs. 1.50 lakhs. The firm 
was registered as class 'A' contractor with tbe Public Health 
Engineering Department, Government of Rajasthan. According 
to the letter of acceptance of tender dated 3rd June 1974, the 
work was to be completed in six months, i.e. by December 1974, 
but the agreement was executed only in December 1974 as the 
firm did not turn up earlier to sign the agreement. 

The schedule of work to be done under the agreement 
prescribed, inter alia, adequate investigation to be carried out 
by the firm, of the foundation conditions and other field data 
as required and preparation of complete detailed working designs. 
The designs to be submitted by the firm wer:! to indicate clearly 
the quali ty and strength of steel sections to be used, the type of 
joints to be provided, the type of bearings, etc. It was also 
provided in the agreement that the reinforcements, bearings, steel 
sections, etc. used in the construction of bridge should be as 
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specified in the relevant Indian Road Congress (IRC) and 
Indian Standards Institution (ISi) Codes and a test certificate 
for the materials used was to be given by the firm to the 
satisfaction of the Engineer-in-charge. 

The designs and drawings for the super-structure portion 
were submitted by the firm on 29th October 1974 specifying 
among other things, the steel sections to be used; these were 
approved by the Chid Engineer on 24th December 1974. The 
drawings for foundation and sub-structure portion were submitted 
by the fi rm on 28 th February 1975 and approved on 5th March 
1975. Rupees 0.45 lakh were paid to the firm for construction 
of sub-structure on 26th March J 975. 

Structural steel for the construction of bridge was brought 
by the firm to site in May 1975 and secured advance amounting 
to Rs. 0. 16 lakh was paid to it on 16th June l975 on the 
certificate by the Assistant Engineer that all the angle irons. 
supplied carried the stamp of standard steel manufacturers­
However, the firm did not furnish the required test certificate 
nor was the steel got tested departmentally at this stage to verify 
whether it conformed to the approved specifications. When the 
firm was asked (September 1975) for the test certificate, it 
stated (October 1975) that all structural members were brought 
from the main producers and that these bore the mark of the 
concerned producer. It also stated that only tested quality of 
steel was stamped, that test result sheets were given by the 
main producers only at the time of sale and that it had procured 
steel from small dealers. In order to meet the contractuat 
obligation, the firm suggested that the steel samples could be got 
tested from any Government laboratory at its risk and cost_ 
The requisite number of samples required for testing by the 
Central Public Works Department (CPWD) laboratory as weH 
as by the National Physical Laboratory were, however, not 
made available by the firm. 

An amount of Rs. 0.54 Jakh was paid to the firm on 
31st October 1975 and a further amount of Rs. 0.36 lakh was 
paid on 31 st December 1975 for fabrication of trusses. 
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The platform over the bridge became ready for loading in 
January 1976 and according to the procedare approved by the 
Chief Engineer in March 1976 for conducting the load test, 
the bridge was to be loaded for a test load of 141 tonnes and 
the corresponding deflection was to be 4.65 inches. T he load 
testing was started by the firm on 4th March 1976 and on 
13th March 1976 when the load of 95 tonnes had been placed 
against the design load of 110 tonnes and the test load of 
141 tonnes, the bridge collapsed due to shearing of the gusset 
plate·. On 18th March 1976, the firm undertook to remove 
the damaged bridge and reconstruct it at its cost. On chemical 
analysis of a sample of sheared gusset plate by the National 
Physical Laboratory in May 1976, it was found that the steel 
used was high carbon steel (carbon content 0 .33 per cent against 
maximum of 0.23 per cent as specified m the approved design) 
which was more brittle and ordinary quality mild steel. 

In January 1977, the firm submitted an alternative design 
which was sent (January 1977) to the Iaclian Insti tute of 
Technology, New Delhi, (UT) for checking. The IIT, however, 
asked (February 1977) for the design details with regard to the 

-connections, etc. which the firm failed to furnish (April 1977) 
despite reminders by the concerned Executive Engineer. On 
23rd April 1977, the concerned Executive Engineer rescinded 
the contract and sold (23rd May 1977) the steel structure of 
the collapsed bridge for Rs. 0.10 lakb. An arbitrator was 
appointed by the Chief Engineer on 17th D ecember 1977 and 
a claim was filed (March 1978) with the arbitrator for recovery 
of Rs. 1.63 lakhs from the firm including Rs. 1.35 lakhs paid 
in running bills with 12 per cent interest thereon. 

The notice regarding arbitration sent (February 1978) by 
the arbitrator to the firm and the statement of facts sent 
(April 1978) by the Executive Engineer to the firm were received 
back undelivered. Further action was yet (December 1978) to 
be taken in the matter. 

The work of reconstruction of bridge was awarded 
(March 1978) to another firm 'N' (a Government undertaking) 

.... 
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and was expected to be completed at a cost of Rs. 1.71 lakhs 
approximately. 

Government stated (January 1979) that the Delhi 
Administration was taking necessary action to recover the loss 
incurred on the work from the contractor through contractual 
and legal procedure and that an enquiry comTPittee wa.;; being 
constituted. 

The case revealed that : 

although the work was required to be completed by 
December 1974, the agreement for th~ work was not 
executed till December 1974 and the designs :md 
drawings were not approved till March 1975; 

the department neither enforced the requirement of 
furnishing the required test certificate for the steel 
brought for use nor did it get the steel tested 
departmentally to verify that it conformed to the 
approved specifications whereas payments amounting 
to Rs. 1.35 lakhs were made to the firm; 

the bridge collapsed in March 1976 but the arbitra­
tion case against the firm was filed in March 1978; 
and 

the committee to enquire into the causes of failure 
was yet (December 1978) to be constituted. 

MINISTRY OF ENERGY 

(Department of Power) 

40. Salal Hydro-Electric Project 

1.0 lntroductory.-Tbe Salal Hydro-Electric Project is a 
'run-of-the river' scheme (i.e. without any storage reservoir) 
on the river Chenab located at Dhyangarb loop near Reasi, 
about 100 kilometres from Jammu. Investigations for the project 
were started by the Government of Jammu and Kashmir in 1961 
and continued till August 1970 when the project was taken over 
by the Government of India for execution. The project envisages 
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an ultimate installed capacity of 690 megawatts (MW) of power 
and is to be implemented in two stages, the second stage being 
dependent on storage schemes to be executed in the upper reaches 
of the river Chenab. The first stage of the project which is 
under execution, provides for an installed capacity of 345 MW 
of power. It consists of the following major components :-

(a) a diversion tunnel 184 metres long with a diameter 
of 9.14 metres; 

( b) a concrete dam 106 metres high and 451 metres 
long comprising 25 blocks, of which 12 blocks 
constituting the spillway, 6 blocks the power dam 
and the remaining 7 blocks the non-overflow dam ; 

( c) a rock:fill dam 115 metres high and 615. 7 metres 
Jong at the top; 

(d) six penstock pipes each of diameter 5.23 metres; 

( e) a power house on the right bank of the river below 
the natural surface to gain an additional head of 
10.8 metres and three generating units, each of 
115 MW; 

(f) a tail race tunnel 2.4 kilometres long and of diameter 
11 metres to discharge water from the power house 
into the river down-stream; and 

(g) four 220 kv transmission lines of a total circuit 
length of 462 kilometres fur transmission of power 
from the project to the northern grid. 

1.1 Organisation.- The construction organisation for the 
project was set up in August 1970 when the construction of the 
project was taken over by the Government of India. An 
independent Chief Engineer for the project was posted in 
January 1971. The overall control of the project, along with 
other central hydro-electric projects, was entrusted to the Central 
Hydro-Electric Projects Control Board, with the Secretary, 
Department of Power as Chairman, which was set up in 1970 by 

.f 
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the Government of India. There was a Standing Committee to 
assist the Board; the Standing Committee had three committees, 
viz . the Tender Committee, the Technical Advisory Committee 
and the Purchase Committee to assist it. The Chief Engineer 
stated (December l 978) that only skeleton staff was in position 
between 1970 and 1973 and that even after sanction of more 
post'>, paucity of suitable personnel led to delays in getting officers 
in position. 

The control of the project, along with its assets and liabilities, 
was transferred on 'agency' basis to the National Hydro-Electric 
Powe; Corporation from 15th May 1978. 

The powers of the Chief E ngineer included : 

acceptance of the lowest tenders in respect of works 
up to Rs. 50 lakhs without the approval of the 
Control Board, tenders for works in excess of 
Rs. 25 lakhs being accepted in consultation with the 
Financial Adviser and Chief Accounts Officer (FA 

and CAO) of the Control Board: 

acceptance of single tenders or award of work by 
acceptance of a tender other than the lowest up to 
Rs. 30 Jakhs without the approval of the Control 
Board. suc11 tenders in excess of Rs. 15 lakhs being 
accepted in consultation with the FA and CAO; 

award of work without call of tenders on work 
orders up to Rs. 2 lakhs under certain condition ; 

award o( contracts against "split-up .. sub-heads. of 
work up to Rs. 0.50 lakh in consultation with the 
FA and CAO : and 

full power for accord of technical sanction to 
detailed estimates. 

1 '2 A project accounts office, headed by a Project Accounts 
Officc1 was set up from April 1973 for exercising pre-check of 

sn AGCR/78-L' 
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payments and keeping the accounts of the project. Cases 
requiring consultation with the FA and CAO were to be referred 
to him at Delhi till June 1977 when a Deputy Financial Adviser 
and Chief Accounts Officer was posted at Sa!al. · 

1.3 The accounts of the project until 31st March 1978 were 
test-checked in audit. Subsequent developments, wherever 
considered appropriate, have also been referred to. 

2.0 Pro;ect estimates.-The original project estimate of 
Rs. 55.15 crores for the first stage was prepared by the Directorate 
of Designs and Planning, Government of Jammu and Kashmir, in 
October 1968 on the basis of analysis of rates prepared in 
April 1968 for some items and the rates of Ramganga project 
estimate ( 1965-66) for other items. The project originally 
envisaged an installed capacity of 270 MW (3 X 90 MW) in the 
first stage with an ultimate capacity of 540 MW ( 6 X 90 MW) ; 
this was revised in June 1971 to have an installed capacity of 
345 MW (3 X 115 MW) in the first stage and an ultimate 
capacity of 690 MW ( 6 X 115 MW) by increasing the head for 
the turbines from 81 metres to 93 metres by depressing the 
location of the power house below the bed of the river and 
constructing a tail race tunnel to discharge the water into the 
river at the next loop downstream. The project estimate was 
accordingly revised in March 1974 to Rs. 112.98 crores. The 
rates adopted in this estimate were based on the analysis of 
rates prepared in 1973. None of the major works had by then 
been put to tender and, as such, the costs were tentative. The 
Ministry of Energy (Department of Power) did not approve the 
revised estimate (1974) but desired (March 1976) that the 
estimate should be revised on the basis of the latest indication 
of prices and rates. The estimate was further revised to 
Rs. 222.13 crores in September 1976 after taking into account 
changes in the design of the diversion arrangc:ment, escalation 
of prices, increase in the scope and cost of electrical works, etc. 
The revised estimate was approved by Government for Rs. 222.15 
crores in May 1978. 

• l, 
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2.1 The following table shows the revised estimates for different items of work as compared 
to the original estimates and the expenditure incurred up to December 1978 :-

Items of work 

Direction and 
administration 
Machinery and equipment 
Stock suspense/receipts 
and recoveries on capital 
account 
Dams :- (i) Rock:fill dam 

(ii) Concrete dam 
(iii) Diversion 

tunnel 
(iv) Maintenance 

during 
construction 

Water conductor system, 
penstocks, etc. 

Powerhouse 
Generating plant and machinery 
Transmission and distribution 
Communications and buildings 
Ancillary works 
Other expenditure, etc. 
Tail race tunnel 

TOTAL : 

Original 
sanctioned 
estimate 
1968 

375. 70 
312.11 

(-)206.89 1,451.63 ) 1,693 .14 3,222.46 

47.14 

30.55 
110 .85 

173.32 
772.11 
269.12 
257. 52 
107.06 
121.57 

5,514.93 

Revised estimate Expendi-
ture up to 

1974 (not 1976 December 
sanctioned) (sanctioned) 1978 

(Rupees in lakhs) 

735 . 67 1,904.35 423.76 
5.86 1,375 .89 2,259.47 

(-)679.01 (-)8.00 589.43 
2.289.31 } 4,028. 70 l 
2,300.17 4,878.08 3,959 .36 

~ 288.60 595 .48 8,669. 37 1,619.80 

85.83 J 
183.56 641.55 100 .23 

163 .43 l,201 . 32 366.60 
3,188.69 3,276 . 70 1,014.96 

316 . 13 1,361.03 23.40 
824.55 1,187.55 948 .16 
133.21 938 .65 368.01 
203.89 506 .51 186.86 
672.81 1,831.07 190. 13 

11,297. 88 22,214.98 8,090.81 

..... 

......i -
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2.2 Reasons for increase in cost.-The increase in cost of 
Rs. 167 crores as compared to the original estimate bas been 
broadly classi fied in the second revised estimate ( 1976) as 
under: 

(Rupee in lak h ) 

(1) Increase in cost due to c hange in loca tion of power 
house from left to right baok (Rs. 571. 12 lakhs), 
pro vis ion of tail race tunnel (Rs. 1,831.07 lakhs). pro­
vision for concrete coffer dam between penstocks and 
~pillway (Rs. JOI lakhs) and additional length of 
penstocks (Rs. 53 la khs) and o ther factors: 

(i1 ) Increase in cost due to changes in design and qua ntities 
as per l ale.~t dra wings of Central Water Commission 
(CWC): 

(i i1) Increase in co~t of clec!rical works due lo increase 
in total lo.:ngth of t ransmi sion lines from 150 kms. to 
462 1-m~ : 

(iv) lncre:isc in cosl on account of items not provided or 
inadequate provbions made in the original es timate : 

(v) Jncrea~e in cos1 due 10 esca lation in labou r and ma terial 
<.:O'>I: 

C ivil worl-s 
Electrical worJ...~ 

(\'il I ncre:u.c in pro' ision for dircc1ion and administration 
due to increa~c in wage~ and departmental execution 
,,f rockfill dam : 

TOTAL 

2.592. 68 

3,363 .37 

480.57 

l.406 .69 

4,190. J J 
3,416.43 

1,250 .00 

16,700.05 -

Increase in the cost of various components of the project 
has be n discussed at appropriate places in this review. 

3.0 Progress of worlc.-Tbe progress of work on the main 
wmponl'nl~ of the project up to December 1978 was as under : 

( i) Diversion tunnel-

Out 0f 3.16 Jakh cubic metres, e:xcavation of 
'2.92 Jakh cubic metres had been c0mplctcd ; concret­
ing had been completed for 0.35 lakh cubic metres out 
of 0.36 Jakh cubic metres. The enti re work including 
grouting and erection of gates was expected to be 
completed in 1980. 

' 
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( ii) Concrete dam-

Out of 18.99 Jakh cubic metres, excavation of 
16.50 lakh cubic metres had been completed; 
concreting had been completed for 0.73 lakh cubic 
metres out of 13.97 1akh cubic metres, grouting bad 
been completed to the extent of 22.5 per cem. 

( iii) Rockfill dam-

Out of 11.85 Jakb cubic metres, excavation and 
stripping of 6.83 lakh cubic metres bad been 
completed; "fillplacement" of 3.25 Jakh cubic metres 
had been done out of 74.94 fa.kb cubic metres. 

( iv) Power house-

Hill side excavation of 10.69 Iakb cubic metres 
bad been completed but construction of the building 
had not (December 1978) been taken up. 

(v) Access roads to site-

Two site roads (27 kms. long) , link roads 
(8 kms. long) and pre-stressed bridge a t Dhyangarh 
bad been completed. 

(vi) Out of 3,347 residential houses. 2,652 had been 
completed. 

3.1 Commissioning.-According to tbe Project Report of 
1968, it was anticipated that the three units of 90 MW each 
would be commissioned in June 1975, June 1976 and Junt; 1979 
respectively. In the first revised estimate (1974) envi~agiog 
an installed capacity of 345 MW (3 X 115 MW), the target dates 
of commissioning of the three units of 115 MW each were shifted 
to March 1979, September 1979 and May 1980. In the second 
revised estimate ( 1976) the target rlates o( c0mmission ng the 
three units were indicated as February 1982, June 1982 and 
August 1982. Accord ing to the progress report of March 1978, 
these units were expected to be commissioned in November 1984, 

l 
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January 1985 and March 1985. According to the latest 
construction schedule (as intimated by the Chief Engineer in 
December 1978), river diversion is to take place in October 1980 
and the first unit is to be commissioned in 1985-86. 

The reasons for delay in completion of the project were 
stated by the project authorities to be : 

(i) frequent changes in the design of the diversion 
tunnel resulting in delay in its completion. The 
work awarded ini tially in March 1972 for completion 
by August 1973 bad not been completed (December 
1978); 

( ii) change in the location of the power house from the 
left to the right bank and construction of tail race 
tunnel; 

( iii) delay in finalisation of designs of major structures, 
v;z. rockfill dam and concrete dam; 

(iv) more shear zones in the concrete dam site noticed 
during execution and longer time required in deciding 
method of grouting and foundation treatment; and 

(v) delay in allotment of major works like concrete dam, 
power house and tail race tunnel. 

Tenders for the concrete dam were first invited in December 
1973 but no decision was taken as negotiations with the lowest 
tenderer, firm 'C', failed on the question of compensation to be 
paid to the firm in the event of delays in the progress of work 
attributable to the department and ill the event of shortfalls in 
the matching progress of rock:fill dam. Fresh hids were called 
in June 1975 and the work was awarded to firm 'H' in July 
1976. Tenders for the construction of the first stage power 
house sub-structure, etc. were invited in June 1977 and the work 
was awa rded to firm 'N' in June 1978. Likewise, for the tail 
race tunnel, tenders were invited in October 1975 and the work 
was awarded in August 1977. 

-
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Delay in finalisation of designs, etc. bad been attributed 
(December 1978) by the Chief Engineer to unanticipated 
technical and geological factors which came to light only during 
construction though investigations had covered a period of 
9 years from 1961 to 1970. As regard<> delay in awarding of 
major works, repeated negotiations, examination and approval of 
complicated conditions put forth by tenderers, etc. were stated to 
be the main reasons. 

Points noticed in audit of the various tenders and works are 
mentioned in the succeeding paragraphs. 

4. Diversion tunnel 

4.0 Award of contract.~Tn response to notice inviting tenders 
for the diversion tunnel and coffer dam issued in October 1971 , 
a single tender from firm 'N' was received for Rs. 176.62 lakhs. 
As a result of negotiations held by the tender committee, firm 'N' 
agreed to reduce its rates for some of the items. the total 
reduction amounting to about Rs. 1.74 lakhs, on the basis of 
advertised quantities, but the firm stipulated additional conditions 
demanding price escalation in the cost of labour and material 
and extra payment for dewatering. W!tbout settling the afore­
said conditions, the contract was awarded to firm 'N' in March 
1972 at the negotiated cost of Rs. 170.23 Jakhs for the diversion 
tunnel including coffer dam. The schedule of quantities in 
respect of the coffer dam was not worked out. The additional 
conditions of firm 'N' were discussed by the tender committee in 
October 1974. Based on its recommendations, sanction of 
Government was issued in February 1975 accepting the additional 
conditions regarding (i) price escalation and (ii) extra payment 
for dewatering limited to Rs. 7 lakhs for the whole work including 
coffer dam. 

Meanwhile. a number of changes were effected (March 1973 
onwards) in the design of the tunnel including construction of 
adit and shaft for installation of gates, necessitating remodelling 
of the section of the tunnel already bored (mentioned in 
paragraph 4 .1) and a longer and more elaborate downstream 
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exit structure. The alignment of the tuunel which was originally 
designed to be straight, was given a turn in the middle in the, 
revised design due to the geological conditions met with. The 
work of adit and shaft was also awarded (March 1975) to 
firm 'N' for an estimated cost of Rs. 50.72 lakhs. Thus, the 
total value of the contract increased to Rs. 220.95 lakhs. 

In November 1976, an increase of Rs. 187.17 lakhs over 
the sanctioned contract amount was reported to the Control Board 
for approval. The increase in cost was attributed to increase 
in quantities and extra items. 

Since, in the meantime, the execution of the project had been 
transferred to the National Hydro-Electric Power Corporation 
(May 1978) , the Corporation accorded (July 1978) sanction 
for Rs. 365.14 lakhs against the total contract amount of 
Rs. 408.12 lakhs (i.e. Rs. 220.95 lakbs+Rs. 187.17 lakhs) for 
which sanction was sought, the difference being due to price 
escalation included in. the project proposal bul not included in 
tbe c;aoctioned amount. The sanction also stipulated payment 
of dewateriog charges at the contract rate up to Rs. 14 laklis 
plus escalation on dewatering charges subject to an overall 
ceiling of Rs. 18 lakhs. 

As against the sanction of Rs. 365.14 lakhs, Rs. 348 lakhs 
had been paid to firm 'N' up to August 1978. This included 
Rs. 33.78 lakbs on account of price escalation and Rs. 10.50 
lakbs for dewatering charges. 

In respect of a number of jtems, the payment made to the 
contractor as per the last runrung bill (i .e. 37th paid in September 
1978) had exceeded the amount sanctioned by the Corporation 
owing to increased quantities/extra items. The excess : till 
(!December 1978) to be regularised worked out to Rs. 13.67 
lakhs. 

4.1 Dismantling of portions of work done.-The alignment 
of the diversion tunnel was finalised by Central Water and Power 
Commission (CWPC) in September 1971 on the basis of which 
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tenders had been invited and work awarded. The alignment was, 
however, changed in August 1972 on geological considerations, 
the change also resulting in reduction of the length of the tunnel. 
On the basis of the revised alignment, the work was started in 
August 1972. As per original designs, the gate structure was 
to be located at the inlet of the tunnel. The detailed progressive 
:geological mapping of the tunnel excavation commenced in 
November 1972, however, indicated that the rock at the inlet 
was not sound enough for locating the gate structure of the type 
designed. After considering alternative proposals, the Technical 
Advisory Committee approved (March 1973) construction of. the 
gate chamber in the centre of the tunnel involving coostructiqn 
of an underground shaft, hoist chamber with a suitable approach 
adit tunnel opening on the downstream side. By this time. the 
tunnel bad been bored and permanently supported with steel ribs 
and RCC laggings. The revised designs necessitated dismantling 
of a portion of work done. The expenditure on dismantling was 
stated (July 1977) to be Rs. 2.67 lakhs and the cost of .the 
portion dismantled was Rs. 5. 78 lakhs. The project authorities 
stated (December 1978) that the geological features necessitating 
the change in the design could not be foreseen by the preliminary 
investigations. 

The flood level of the river was EL 422 metres and the 
tunnel invert was at EL 405.4 metres. As against th is, the top 
level of the coffer dam was at EL 417.7 metres and that of its 
foundation at EL 406.1 metres. The project authorities 
stated (July 1977) that it was impossible to found 
the coffer dam at a lower level at the inlet portal 
and that due to inadequate foundations, it could not 
be raised above the flood level of EL 422 metres. As a result, 
the tunnel had to be plugged with a concrete wall every year in 
June and the wall bad to be dismantled in October. 
On this work, Rs. 3.81 lakhs were spent from J 974 onwards, 
i.e. after the expiry of the original stipulated date (August 1973) 
of completion of the tunnel. The project authorities stated 
(December 1978) that the sequence of construction of the tunnel 
was such that it involved dismantling and rebuilding of the 
up-stream plug wall year after year. 
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4.2 Damage to downstream coffer dam.-For facilitating the 
work of construction of diversion runnel, the downstream coffer 
dam designed to withstand a discharge of 4 lakh cusecs of water, 
was constructed in February 1972 at a cost of Rs. 24.20 lakhs. 
In August 1976, a portion of the coffer clam, about 30 metres 
in length, was washed away owing to floods in the river. The 
river discharge during the flood was reported to be 2.78 lakh 
cusecs The extent of damages was Rs. 6.20 lakhs. 

On restorat ion and protection o( the coffer dam, R s. 13.53 
Jakhs were spent (March 1977). An enquiry officer appointed 
by Government to look into the reasons for the damage to the 
coffer darn reported (June 1977) that the coffer dam, bein_g a 
temporary structure, was meant for a short duration of 
three years du1ing which period the diversion tunnel was to have 
been completed and the coffer dam di.;mantled. But due to 
delay (as ex plained below) in completion of diversion tunnel, 
it was not dismantled. It was stated in the report that the 
coffer dam served its purpose satisfactorily for 4 rainy seasons, 
viz 1972-75. 

Nevertheless, the fact remains that the tunnel had not yet 
been completed (December 1978) and the coffer dam did not 
serve the intended purpose fully. 

4.3 Delay in completion.-Tbe work awarded in March 
1972 was to have been ccmpleted by August 1973. It was still 
(December 1978) in progress and extensions of time had been 
sanctioned up to September 1978 on ilie following grounds :-

(a) increase in the quantities of the work; 

(b) a lterations in the alignment, section. design and 
location of the tunnel and inlet as well as outlet 
structures during execution ; 

(c) award of additional works of difficult nature, such 
as, adit, shaft, hoist chamber, etc. ; 

(d) delay in finalisation of drawings, last revised drawing 
of the shaft finalised in February 1975 by CWC; 

-
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(e) delay in placing orders for the supply of gates and 
liners; 

(f) delay in finalisation of designs of hoists; and 

(g) bold-ups due to shortage of steel, collapse of 
downstream coffer dam, etc. 

The delay was also attributed (September 1977) by the 
Superintending Engineer, Civil Circle No. I, to lack of adequate 
efforts on the part of firm 'N'. The delay in completion of the 
diversion tunnel resulted in-

(i) 

( ii) 

(iii) 

( iv) 

payment for price escalation (Rs. 33.38 lakhs up 
to August 1978) and increase in limi t of dewatering 
charges from Rs. 7 lakhs to Rs. 18 Iakhs (Rs. 10.50 
lakhs paid up to August 1978) ; 

an expenditure of Rs. 13.53 lakhs on the restoration 
of the coffer dam which was washed away ; 

nugatory expenditure on repeated dismantling and 
reconstructing the plug wall (R <>. 3.81 Jakhs): and 

delay in diversion of the river without which post­
diversion works in rockfill dam and concrete dam 
could not be done. 

4.4 Purchase of steel.-To meet the urgent requirements of 
steel for the diversion tunnel, the Chief Engineer placed (January 
1973) an order on the lowest tenderer. firm 'A', for the supply 
of 800 tonnes of tor steel at the rates of Rs. 2,062 per tonne for 
160 tonnes (20 mm) and Rs. 2.095 per tonne for 640 tonnes 
(28 and 32 mm). Government approval was not obtained for 
placing the order outside the Joint Plant Committee (JPC) rates. 
The Standing Committee of the Board. however, ratified the 
purchase in its meeting held on 21st May 1974 subject to the 
Chief Engineer certifying that the material was according to 
specifications. 

Against 782 tonnes of tor steel desp:itched by the firm 
(according to despatch documents) between 5th February 1973 
and 25th October 1973, the project received 720 tonnes and 
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Rs. 14.68 lakbs (being 95 per cent of the price of the quantity 
despatched except 55 tonnes of which payment had been with­
held) were paid to the firm through a bank. In F ebruary 1974, 
when the steel was used, the Assistant Engineer, Dam Sub-Division 
No. I, reported to the Executive Engineer that the '>teel bars 
broke on bending. Samples of tbe steel bars were then got 
tested (April 1974) in the D elhi College of Engineering. 
According to the test report, one sample out of five failed in 
bend test. Elongation test could not be conducted on five · out 
of seven samples mainly because the samples fractured outside 
the gauge length marked. In one case, tbe test report indicated 
that the steel seemed to be very brittle. Notwithstanding this 
test report, most of the steel was used on the work as the Chief 
Engineer considered that the failure of a sample in bend test 
was a stray case. 

Against R s. 15.10 lakbs payable to the firm for the quantity 
of 720 tonnes actually recei\·cd, after adjusting Rs. 0.37 lakh on 
account of demurrage and wharfage recoverable from it, 
Rs. 14.71 lakhs (incJuding Rs. 0.03 lakh being part of 5 per cent 
price) were paid. 

5. Concrete dam 

5.0 Increase in cost.-'The increase in the estimated cost of 
concrete dam from R s. 1,693.14 lakhs in the original estimate 
(1968) to R s. 3.959.36 lakhs in the second revised eo;timate 
( 1976) was attributed mainly, besides escalation in cost of 
labour and material, to the following : - . 

( i) increase in cost of spillway d ue to lowering of some 
blocks for diversion arra ngement and concreting 
(Rs. 177.50 lakhs); 

(i i) jncrc-asc in cost of shear zone treatment and grouting 
including chemical grou ting rR s. 344.41 lakhs) ; 

( iii ) increase in the number of crest gates and their cost 
as well as the cost of hydraulic hoists (Rs. 332.39 
Jakhs) ; 

-

• 
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( iv) non-prov1s1on of abutment drainage and grouting in 
the earlier estimates (Rs. 66.25 Lakhs); and 

(v) elimination of a saving of Rs. 296 lakhs anticipated 
in the original project estimate on account of re-use 
of the material excavated tram the concrete dam in 
the rock:fill dam. The amount of saving was shown 
as R s. 424. lakbs in the first revised estimate ( 1974-
not sanctioned) on account of increased quantity of 
excavation. The saving had, h owever, b een 
eliminated in the second revised estimate (1976) 
on the ground that excavation for concrete dam had 
to precede construction of rockfill dam and the two 
works could not be executed si multaneously to 
permit such direct utilisation of excavated material 

Against 21.20 lakh cubic metres of re-usable material for 
which credit of Rs. 424 lakbs was anticipated in the first revised 
cstimatl ( 1974). Lhe quantity stockpiled was 5.12 lakh cubic 
metres only. 111e project authorities explained (July 1978) that 
(a) the entire quantity could not be stored for want of adequate 
space, (b) stockpiling by the side of th.: river b ank by use of 
crates tried in early 1973 did not succeed. and ( c) the material 
was washed away in the floods of A ugust 1973. Of 5.12 lakb 
cubic metres of material that was stockpiled for re-use, 2 lakh 
cuhic mLtre. were to be u sed in the main concrctl! dam as per 
contract with firm 'H . and the remaining ::1.1 2 lakh cubic metres 
were meant for re-use in the rockfill dam. The second revised 
c<>timatc of rockfill clam, however. did '10t provide for any credit 
for the re-use o[ this material nor h ad the materia l been taken 
over (December 1978) by the Construct ion F acilities D ivision 
for the rockfill dam. 

5 1 ( 0 11.mlida1io11 gro111i11e.-The work of 'consolidation 
grouting of formation rock below spillway' was awarded to 
firm 'N' (a Government Undertaking) at its tendered cost of 
R s. 32.65 lakhs in D ecember 1974. The work was started on 
10th Dcct:mbcr 1974 on the basis of drilling and grouting 
parameters adopted after conducti ng trial grouting through another 
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firm. The results of the grouting were not very effective and a 
note on the evaluation of results was sent to the Central Water 
Commission (CWC) in July 1975. The matter was discussed 
by the CWC in September 1975 and detailed parameters/ 
specifications were laid down. Grouting work was continued 
thereafter on the basis of the revised parameters. As the 
effectiveness of the grouting, when reviewed for the second time, 
was still not satisfactory' the matter was referred by the ewe 
to the Technical Advisory Committee who considered it in April 
1976 and suggested further trial grouting with different 
parameters. As firm 'N' did not have the requisite experience 
for the job and the contract with it did not cover the changed 
items, the contract was terminated by the Chief Engineer in 
August 1976 when Rs. 16.06 lakhs had been spent. 

It would thus appear that the trial grouting on the basis of 
which the parameters had been evolved was not adequate enough 
to derive dependable results and thus, the main work itself 
(cost: Rs. 16.06 lakhs) became a continuation of the 
experiment. 

5.2 Treatment of shear zone in block nos. 4 to 8 of 
spillway portion.-Detailed estimate for the work of treatment 
of shear zone involving excavation, drilling, concreting, placing 
of re-inforcement bars, grouting, etc. was sanctioned by the Chief 
Engineer in January 1975 fur Rs. 43 Jakhs on the basis of 
parameters indicated in the study drawings ot another reach 
(block nos. 9 to 11) , the drawings of blocks 4 to 8 having not 
been received from the ewe. After inviting tenders, the work 
was awarded by the Chief Engineer to firm 'T' in January 1975 
for Rs. 22.12 lakhs (Jabour items only) . The study drawings 
of the relevant reach were received from the ewe in September 
1975 wherein the depth of the plug was increased from 8 metres 
to 19 metres. In July 1975, firm 'T' requested the project 
authorities to revise the rates for the increase in quantities. The 
approved drawings were received between February 1976 and 
December 1976. In the approved drawings, the depth of the 
plug was further increased to 24 metres in certain locations. 

--
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The increased quantities beyond tbe stipulated devia1ion 
limit of 50 per cent of contract quantities were got done by 
firm 'T at fresh negotiated rates. Up to 16th running bill 
(May 1977) the contractor had been paid Rs. 21.50 lakhs in 
all. The following points were noticed in audit :-

(a) Up to 16th running bill, excavation of 23,150 cubic 
metres beyond the stipulated deviation limit was paid 
at Rs. 30 per cubic metre (composite rate for 
excavation by controlled blasti ng including wedging 
and barring) against the original rate of Rs. 15 per 
cubic metre for excavation by wedging and barring. 
Had the work been awarded after receipt of study 
drawings, the benefit of competitive rates for the 
whole work would have been obtained and the 
increased quantities would have been covered within 
the permissible deviation limit. 

(b) Io terms of the contract, the rates of excavation, 
concreting and concrete grouting included "cost of 
all other operations necessary for the execution of 
work". No separate payment for enabling works 
like dewatering was contemplated. While demanding 
increased rates for extra quantities, the contractor 
had also asked for payment of dewatering charges 
over and above the increased basic rates. The 
department agreed to pay dewatering charges at the 
rate of Rs. 1.75 per kwh; rupees 6.04 lakhs had 
been paid up to September 1978 to the contractor 
for dewatering. The department had accepted the 
extra liability for dewatering charges without any 
ceiling. 

6. Rockfill dam 

6.0 Increase in cost.-The increase in the estimated cost of 
rockfill dam and the coffer dam for diversion arrangement, from 
Rs. 1,451.63 lakhs in the original estimate (1968) to Rs. 4,028.70 
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lakhs in the second revised estimate ( 1976) had been attributed 
mainly to, besides escalation in cost of labour and material, the 
following:-

(j) increas..:: in quantities of material from 2.90 million 
cubic metres to 7. 73 million cubic metres on account 
of changed section and length and increase in rates 
of hire of machinery (Rs. 2,381.39 lakbs); 

( ii) increase in rates of drilling and grouting (Rs. 89.06 
lakhs); and 

(iii) increase in cost of dewatering (Rs. 37 lakbs). 

Technical sanction for the rockfill dam was accorded by the 
Chief Engineer in March 1974 for Rs. 2,439.67 lakhs on the 
basis of a provision of Rs. 2,289.31 lakhs in first revised estimate 
(1974) Further revised detailed estimates had not been 
prcpare<l (December 1978) for technical sanction. 

6.l Execution of work departmentally.-In February 1974, 
the Standing Committee decided that construction of the rockfill 
dam be carried out departmentally by the project organisation 
with the help of surplus men and machinery available from Beas 
Project This decision necessitated the following : -

( i) establishment of organisational set-up together with 
infrastructure facilities, such as workshops, 
laboratories, etc.; 

<ii) procurement of equipment in bulk including import 
of equipment worth about Rs. 16 crorcs; and 

(iii) delegation of enhanced powers to the Chief Engi neer 
and other executive officers of the project. 

For maintenance, repair and overhaul of eq uipment, field and 
base workshops were stated (December 1978) to be practically 
complcll'<I. Heavy c:111 h-moving equipment and machinery 
worth ahout Rs. 1.83 erores were procured from Beas Project 
between June 1975 and June 1976 (mentioned in sub-paragraph 
11 .2) . Orders for most of the required eq uipment and spares 

... 

f 
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(worth Rs. 2,137 Jakbs), both indigenous and imported, had 
been placed by December 1978. Of this, machinery worth 
Rs. 1,312 lakhs had been received and that worth Rs. 330 lakhs 
was in transit. Powers of the Chief Engineer for purchase of 
machinery spares, etc. and to make advance payments to 
suppliers, among others, were also enhanced after February 
1974. 

6.2 Area grouting and grout curtain.-To reduce the see­
page from reservoir and to provide an effective barrier in the 
path of percolation, the foundation beneath the rockfill dam was 
required to be grouted and a grout curtain provided along the 
core trench. The total drilling involved was 65,000 metres. 
The experimental grouting in core trench of main rockfill dam 
from RD 1,350 to RD 1,450 was allotted (February 1975) to 
firm 'RH'. The work was started in February 1975 and 
completed in October 197 5 at a cost of Rs. 3 .43 lakhs. 
Subsequently, tenders for the main work were invited in October 
1975 and the work (labour cost: R.5. 18.77 lakhs) was awarded 
(iDecember 1975) to the same firm 'RH' which bad earlier done 
the experimental grouting. The entire work involving about 
12,000 metres of drilling was to be completed by the middle of 
June 1976. The work was, however, suspended in April 1976 
when, on the basis of check holes provided to test the efficacy of 
grouting, it was noticed that the groutiug of the foundation was 
not effective and no improvement in checking the permeability 
of the rock mass could be attained. It would thus appear that 
in spite of the known heteroge'nous geology of the area, the 
grouting experiments were not broad-based enough to produce 
dependable results for enabling the production works to be 
started. 

In its meeting held in April 1976, the Technical Advisory 
Committee advised a number of tests to be carried out to 
determine the parameters to be adopted for future grouting. 
The results of the test grouting were discussed and evaluated in 
a meeting wi th the ewe held on 31st January 1977 when the 
parameters were finalised .and it was decided that the grouting 
work might be re umed on the basis of modified parameters. 
S/7 AGCR/78-13 
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Firm 'RH' resumed the work in June 1977 and completed it in 
Ma rch 1978, at a cost of Rs. 22.37 lakhs (quantity : 14,968 
metres) against the amount of Rs. 18.77 lakhs (quantity : 12,094 
metres) provided in the agreement. 

The remaining work of drill ing and grouting in the rock:fill 
dam of about 50,000 metre~ was (D.:::ccmb::r 1978) being done 
departmentally. Information regarding rates at which 
drilling was being clone dcparrmentally was awaited from the 
project authorit ies (December 1978). The Chief Engineer 
stated (December 1978) that considering the lim ited time 
available for drilling and grouting and the job being a specialised 
one, part of the work would have to be got executed through 
contractors. 

6.3 Construction of a haul road.-For haulage of fill material 
to the rockfill dam, detailed estimate for the construction of a 
haul road (3 ,500 feet Jong) leading to quarry site at Khad Nallah 
was sanctioned (January 1974) by the Chief Engineer for 

Rs. 2.62 lakhs. TI1e rond was to have a width of 30 feet in 
straight reaches and 35 feet at sharp curves. Tenders for the 
work were invited in December 1973 by the Executive Engineer, 
Building Division and the earthwork was awarded (March 1974) 
to firm 'S' at the rate of Rs. 4.50 per cubic metre for completion 
by May 1974. In October 1974 when the road was stated to 
have been constructed up to a width of 20 feet approximately, 
the Superintending Engineer sanctioned a revised estimate for 
Rs. 3.67 lakhs based on a width of 40 feet in straight reaches 
and 46 feet at curves. The increase in width was attributed to 
'new proposals' (details not recorded ) . The work was, however, 
completed in March 1975 at a cost of Rs. 3.25 lakbs and the 
width achieved according to subsequent (December 1976) 
reports of Rockfi.ll Dam Circle was only 17 to 20 feet. 

In December 1976, the Superintending Engineer sanctioned 
a revised estimate for Rs. 12.54 lakhs to widen the road to a 
width of 59 feet. The increase in width was considered necessary 
for heavy hauling and movement of earth-moving equipment. 

.. 
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The work was divided into four sections of which three seclions 
were allotted (January 1977) to two firms at rates o[ Rs. 12.35 
and Rs. 12.65 per cubic metre ( fourth section was taken up 
departmentaHy). The work was completed by these firms in 
May 1977 at a cost of Rs. 3.51 lakhs. Information regarding 
the cost at which the work was completed departmentally was 
awaited (December 1978). In r::ply to an audit observation, 
the project authorities stated (May 1977) that widening of the 
road had to be done on receipt of the decision to execute the 
rockfill dam works departmentally, to accommodate mcwement 
of dumpers of heavy capacity and that the size and capacity of 
dumpers had not been finalised when the work was originally 
taken up. The decision to construct the rockfill dam 
departmentally was taken in February 1974 and the road work 
for a width of 30 feet was allotted to the contractor in March 
J974. 

The road width was not correctly estimated keeping in view 
the requi rement of movement of heavy earth-moving equipment 
before tbe allotment of the work in March 1974. The advantage 
of competitive composite rates for the whole work was thus 
forgone. 

7. Power house 

7.0 Increase in cost.-Tbe increase in estimated cost of 
power house from Rs. 173.32 lakhs in original estimate (1968) 
to Rs. 1.201.32 lakhs in the revised estimate (1976) was 
attributed mainly, besides escalation in cost of labour and material. 
to the following :-

(i) change in location of the power house from the left 
to the right bonk of the river Chenab and depressing 
it to gain additional head of about 10.8 metres 
resulting in increased quantities of hill excavation 
(Rs. 571.12 lakhs) ; aod 

(ii) provision for a platform to accommodate 220 kv 
switchyard adjacent to the power house (not 
envisaged earlier) (Rs. 120 Jakhs). 
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7.1 Excavation for the power house.-Tenders for the work 
'excavation for the power house' were invited (D ecember 1974) 
by the Executive Engineer in anticipation of technical sanction 
which was accorded by the Chief E ngineer in January 1975 for 
R s. 133.63 lakhs. 

T hree tenders were received. The rates after evaluation of 
the special condi tions mentioned by the firms were worked out 
as under : 

Name of fi rm As tendered As eva luated 

(Rupees in Iakhs) 

N 291.48 295 .OS 
J 209.85 245.62 
T 145.26 190.32 

In its meeting held on 15th February 1975, the tender 
committee rejected the lowest off~r of firm 'T' as the rates quoted 
by it were considered unworkable and the special conditions 
mentioned b y it impracticable. Besides, the tender committee 
noted tbat firm 'T' had not executed any earth-moving job in the 
past and the value of any work done by it did not exceed Rs. 15 
lakhs. The committee recommended award of the work to the 
second lowest tenderer, fi rm 'J ', sub.iect to negotiation of the 
spec ial condi tions on the ~allowing points :-

(a ) withdrawal or modification of the special conditions 
t o bring them as close to those in the notice inviting 
tenders as possible; and · 

(b) reduction in the rate of dewatering. 

After negotiations, the rate of ".iewatering was reduced from 
Rs. 2 to Rs. 1.75 per kwh and certain special conditions were 
modified or withdrawn. As a result, rhe reduced value of the 
tender came to R s. 209.10 lakhs (and Rs. 233 .28 lakhs after 
evaluation of special conditions). 

In March 1975, Government "lpproved award of work to 
firm 'J' for completion by December 1976. As per agreement, 

-
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out of 9.60 lakh cubic metres of excavation, 8.60 lakb cubic 
metres of earth were to be carried to distances ranging from 
50 metres to one kilometre. The work was started by firm 'J' 
in March 1975. R evised detailed estimate for Rs. 268.83 lakbs 
was sanctioned by the Chief Engineer in N ovember 1976. In 
January 1977, the department asked firm 'J' to restrict the 
excavation up to EL 383 metres instead of EL 378 metres in the 
Power House stage-I and up to EL 400 metres instead of EL 380 
metres in the service bay. The work, thus, modified was 
completed in March 1977 at a cost of R s. 207.38 lakhs. 

The first revised project estimate (1974--not sanctioned) 
which was prepared after the decision (July 1971) to shift the 
power house to the right bank, provided for a saving of 
Rs. 255.06 lakhs for the re-use in the roek:fill dam of the excavated 
material obtained from the power house excavation. This saving 
was, however, eliminated from the sec0nd revised project 
estimate (1976) without recording any reason. The detailed 
estimate of the power house excavation sanctioned by the C hief 
Engineer in January 1975, (i.e. after tlic receipt of tenders but 
before the award of the work) provided for a lead up to 
500 metres only for the carriage of the excavated material. 
There was nothing in the sanctioned estimate to show whe._~er 

the Jead of 500 metres was for stocking the material for re-use 
or for facilitating its disposal in the river. The agreement 
executed with the contractor in April 1975, however, provided for 
extra leads ranging up to 1 km. for 8.60 lakh cubic metres of 
excavated material. For the remaining one lakh cubic metres 
of material, no lead was provided as it was to be disposed of 
within 50 metres. In the revised uetailed estimate sanctioned 
in November 1976 extra leads !JP to t km. for 11.76 lakh cubic 
metres were provided and about 0.94 lakh cubic metres were 
to be disposed of \vithin 50 metres. It was for the first time 
made clear in the revised sanctioned estimate (November 1976) 
that dumping was being done only to faci litate washing away of 
the material in the river. 

According to the final bill , Rs. 36.57 lakhs were paid to 
the contractor for extra leads up to 1 km. for dumping 9.88 lakh 
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cubic metres of material. Out of this, 1 .26 lakh cubic metres of 
material were carr ied beyond 500 metres up to l km. fo r which 
Rs. 8.80 Jakhs were paid. If the intention of dumping the 
material in the river had been made c;car in the very beginning, 
Rs. 8.80 lakhs could have been saved by dumping the material 
in the river wi thin 500 m.::trcs as per the lead provided in lbe 
original sanctioned estimate (January 1975) . Besides, the 
quantity of material disposed of with.in 50 metres was 0.62 Jakh 
cubic metres as against one lakh cubic metres provided in the 
agreement. H ad the quantity of one la kh cubic metres been 
disposed of withfo 50 metres, a fur ther amount of R s. 1.90 lakhs 
could have been saved . 

8. Tail race tunnel 

8.0 Increase in cost.-Jn the ilrst st:.:ge of the project, it had 
been proposed to construct one tail race tunnel (2.4 kms. long) 
and 30 metres of the second tunnel for the second stage. The 
increase in the estimated cost of th;; tail rac;! tunnel from 
Rs. 672.81 lakhs in the first revised estimate (1974) to 
R s. 1,83 1.07 lakhs in the second revised estimate ( 1976) was 
attributed mainly, besides escalation in cost of labour and 
material , to the following :-

(a) increase in quantity of exca vation from 2.84 lakh 
cubic metres to 3.486 lakh cubic metres and increase 
in tendered rates from Rs. 126.43 to R s. 175 per 
cubic metre (Rs. 250.99 lakhs); 

(b) increase in quantity of steel required for ribs from 
2.000 to 6,000 tonnes (Rs. J 19.60 lakhs) ; 

(c) provision of reinfo rcement not provided m the first 
revised estimate (Rs. 106.25 lakhs); 

(d) increase in qua ntity o [ plain cement concrete 
( Rs. 317.20 lakhs) ; and 

( e) increase in length of the tunnel from 2 .2 to :?.4 kms. 

-
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8.1 A ward of contract.-Tenders for the tail race tunnel 
were invited in October J 975 with date of opening as 
3 lst December 1975. This date was exrended from time to 
time and the tenders were finally cpened in September 1976. 
Of five firms which tendered, the lowest offer (Rs. 11.48 crores) 
was from firm 'J'. The offers were valid up to 31st March 
1977. The proposal with comparative statement was sent to the 
Control Board in December 1976. Since no deci~ ion was taken 
by the Control Board till March 1977, the tend ere rs were 
requested (March 1977) to extend the val id ity of their offers 
up to 3 1st May 1977. In the meantime, the lowest tt'nderer. 
firm 'J', revised its offer by incorporating a number of additional 
conditions involving extra expendi ture. Thereupon, the tender 
committee decided (May 1977) to obtain fresh tenders from all 
the five tenderers. 

Fresh tenders from four of the five firms (excep t firm 'J') 
were received and opened on 30th June 1977. The lowest offer 
(Rs. 9.48 crores) was from firm 'G'. The offers were valid up 
to 31st August 1977. The tender committee recommended 
( 18th J 1.J ly 1977) the award of work to firm 'G' subject to 
certain stipulations which were further discussed with firm 'G' 
and fimlised on 9th August 1977. Government approved 
award of the work to firm ·G' on 26th August 1977 with the 
stipulation that the special conditions to be included in the 
agreement be got vetted by the Ministry of L aw before 
incorporating them in the agreement. On 27th August 1977. 
the Chief E ngineer communicated acceptance o( offer to firm 'G' . 
While Government agreed to the '.)ayment of interest-free ~ecured 
advance on presentation of document::; to th~ extent of 90 rer cent 
of the cost of new plant and lJlachinery purchased by firm 'G' 
and 75 per cent of the cost of old plant and machinery subject 
to a ce iling of R s. 150 Jakhs, firm 'G' instead, requested 
(August-September 1977) that the advance might be paid agai nst 
bank guarantee without proof of purchase of new plant and 
machinery and valuation of old plant and machinery. The matter 
was discussed by the tender committee ou 9th, 20th and 2 1st 
September 1977 with firm 'G' and the grant of intert.:'.st-free 
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advance up to Rs. 150 Jakhs against bank guarantees without 
linking it with the value of plant and machinery wac; recommended 
on the following considerations :- -

(a) negotiations with the second lowest tenderer >-
(firm 'N'-a Govern..rnent undertaking) would 
involve an additional burden of R s. 1.20 crores; 

(b) invi tation of fresh tenders would delay award of the 
work and might result in increased rates; and 

( c) equipment valued at about Re;. 150 Jakhs would 
actually be required and the only benefit to the 
contractor was of about Rs. 40 lakhs, being the 
amount of interest at 12.5 per cent per annum for 
three years. 

Government approved (Novembl"r 1977) payment of advance 
on the condition that interest at the rate of 8 per cent per annum 
be charged until documents showing the value of the plant and 
machinery were produced. Firm 'G' finally accepted the terms 
on 2nd December 1977. 

The draft agreement, as redrafted by the Ministry of Law 
after discussions with the Control Board, was approved on 
28th December 1977. Firm 'G', however, declined (January 
1978) to sign the agreement <>n the plea that 'the draft was not 
in consonance with the terms and conditions mutually agreed 
earlier' . While the terms of the draft contract remained under 
dispute, interest-free advances totalling R s. 50 lakhs had already 
been pa id (February-March 1978) to firm 'G'. 

Computed with reference to the rate of 12.5 per cent per 
annum (at which the tender committee had worked out the 
financial implications) firm 'G' bad got an unintended benefit of 
Rs. 2.81 lakhs, being the amount of interest on Rs. 50 lakhs t ill 
July 1978. The agreement was signed in August 1978. 

Due to delay in commencement of works on taH race tunnel, 
out of 1 ,001 tonnes of steel costing Rs. 36. 70 Jakhs, purchased 
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during January to June 1975 for the tail race tunnel, 561 tonnes 
were still unutilised (December J 978), 440 tonnes having been 
consumed on the diversion tunnel. 

9. Generating plant and machinery 

9.0 Purchase of generating equipment.-A letter of intent 
for the supply of 3 generating sets of 90 MW each was placed 
on Bharat Heavy Electricals, Hardwar (BHEL) in March 1970. 
Consequent upon change in :;pecifications of generators from 
90 MW to 115 MW each (July 1971) , CWPC worked out the 
landed cost of three sets at R s. 604 lakhs and Rs. 752 Iakhs 
based on two alternative considerations. The price was again 
reviewed by a committee consisting of representatives of the 
Bureau of Public Enterprises, the Central Electricity Authority 
and BHEL, on the recommend::ttions of which the price of 
three sets was revised (February 1976) to Rs. 1,417.68 lakhs 
(at Rs. 472.56 lakbs each). In March 1976, Govemm::!nt 
sanctioned the purchase of three sets from BHEL for R ·. 1417.68 
Jakhs f. o.r. manu fact urer's works with a provision for price 
escalation on labour and material. Fifty p1:tr cent price was to 
be paid in three instalments before despatch of equipment and 
the remaining 50 per cent after despatch of the last substantial 
component. Between February 1971 and March 1978, 
Rs. 848.84 lakhs bad been paid to BHEL. Up to November 
1978 , supply of the first set bad almost been completed with 
the last substantial component expected in December 1978 and 
parts of the second and third sets bad also been received. 

For 1978-79, BHEL bad demanded a further sum of 
Rs. 900 lakhs including price el'calation. No contract had been 
executed (December 1978) with BHEL. The project 
authorities wrote to BHEL (July 1978) to take up the 
manufacture of the third set at a later stage as the erection work 
was not likely to be started in the next three years. Delay in 
-completion of project bad led to increase in cost of three 
generating sets from Rs. 604 Jakhs (1971) to Rs. 1,748.84 lakbs 
(December 1978). 
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10.0 Communications.-A lump sum prov1s1on o( R s. 120 
lakhs (excluding work-charged e<;tablishment, cont ingencies, etc.) 
was made for communications in the original project estimate 
of 1968. It was intended mainly for the following :-

(a) left bank road from the 8th kilometre of R casi­
Arnas Road lo the sit~ .of the dam ; and 

(b) bridge near the site of the dam and a road from the 
bridge to power house along the right bank o( the 
river . 

The second revised estimate (1976) provided Rs. 480.19 
lakhs for "communications". The increase in cost was attributed 
to the following :-

( i) increase in the scope of the works owing to provision 
of a road 11 metres wide, 11 kms. long along the 
right bank of the river from T a lwara to Dhyangarh, 
road from power house to rockUJl dam (right bank) 
and from rock:fill da m to concrete dam (le(t bank) 
not provided originally; and 

(ii) increase in cost of material and labour. 

10.1 Road from Baradari l>ridi;e (Tciwara) to Dhya11garh 
(right hank road) .-According to the original project report, the 
left bank road was to be treated as the main project road; it was 
taken up for construction in Augnst 1970 and completed in 
January 1972. In September 1973 , the proposal for the 
construction of the right bank road from Baradari bridge to 
Dhyangarh was made and it;; parameters approved (December 
1973) by the Technical Advisory Co1nmitlce. The construction 
of the road was commenced in December 1973 a nd completed 
in March 1977. The delay in completion was mainly due to 
low progress of work by certain contractors and problems 

arising from termination of their contracts (mentioned in sub­
paragraph 10.3). 

Since it was decided in June 1971 to locate the power house 
on the right bank of the river and the rockfill dam works were 
also on the right bank. early ~ons: ruction of the right bank road 

-

-

I 



-

I 

195 

connecting the major work sites at Dbyangarh to Reasi-Jammu 
Road at Baradari bridge would have reduced the d istance by 
18 kms. from Baradari bridge to Dhyangarh as compared to the 
left bank road. Moreover, had the right bank road been 
completed before calling for tenders for major works like power 
house excavation, excavation for spillway aml power dam blocks, 
the main concrete dam , etc. it was Likely that more favourable 
rates could have been obtained. Besides, if the right bank road 
had been taken up for construc tion soon after the decision 
(June 1971) to locate the power ho11s0 on the right bank, there 
would have been saving in the cost of transport of departmental 
material, machinery, etc. which had lo be transported by left 
bank road and then ferried across to the right bank for works 

on that side. 
The Chief Engineer stated ~December 1978) that before 

deciding to construct the rig.ht bank road. detailed stud ies had 
to be conducted in consultation with the geologists of the 
Geological Survey of Ind ia on various alternat ives. These studi.::s 
could not be completed earlier than September 1973. 

Nevertheless, the fact remains that advance planning of this 
road was not done and the time taken in these studies was over 
2 ) ears; the work commenced in December 1973 wa~ completed 
in 3t years in March 1977. 

10.2 (a) A voidable expenrfi!ure.--In anticipation of 
techn ical sanction, tenders for the earthwork in respect of the 
first four kilometres of the right bank road dividecl into s ix grou ps 
were invited by the Ex.~:::utive Engineer. Quali ty Control Division 
in October 1973. The quantities adverti<.ed in the notice invit ing 
tenders were based on a proposa l (September 1973) to construct 
the road 7.5 metres wide for 011e-way traftic. There was also a 
proposal to w n-:truct ano: h~r road 7.5 metres wid.:: along the 
left bank of the river as well f!or.i Baradari bridge to Debri 
Nallah. 

T enders were opened in ~ovem'x·r J 973. While these were 
being processed. the Technica l Advisory Committee, in its 
meeti ng held at R easi on 3 l st D ecember 1973, decided that the 
width of the road be increased to 11 metres enabling it to take 
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two-way traffic and the proposed road along the left bank be 
taken up to Numbal Shoal (a point ahead of the original 
terminal) . On I st Ja11uary I 974, the Executive E n'gineer issued 
letters of intent to successful tenderers informing them that their 
tenders had been approved by the Chief E ngineer for the 
construction of 11 metres wide road and asking them to start the 
work for 11 metres final formation instead of 7 .5 metres as 
verbally agreed to by them during negotiations with the Executive 
Engineer. 

The revised quanti ties were computed by 29th January J 974 
when the revised estimate for Rs. 59.07 lakhs was sent by the 
Executive Engineer to the Chief Engineer for sanction. The 
Chief Engineer, however, sanctioned ( J 8th February 1974) the 
original estimate (for Rs. 36.41 lakhs submitted by the Executive 
Engineer in December 1973) which had, by then, become 
obsolete and approved tbe allotment of works on road 
7.5 metres wide to the lowest tenderers in each group. 
Agreements were also executed with the contractors on 
215t February 1974 on the basis of the original quantities in 
spite of the fact that in terms of the letters of intent, the 
contractors had been offered che road works for 11 metres \vi.dth. 
These agreements contained two provisions regarding deviations; 
according to one, the contractors were bound to execute 
additional quantities up to 50 per cent of the original quantities 
at tbe agreed rates and according to the other, the permissible 
deviation in individual items to be executed al the original rates 
was not to exceed 25 per cent of the value of the contract as a 
whole. Apparently. the latter provision was meaningful only in 
a contract comprising numerous items and not in a contract 
substantially consisting of only one item, v;z. earthwork (the 
value of earthwork, according t0 the estimate sanctionC'd in 
February 1974 was Rs. 34.22 Jakhs out of Rs. 34.25 lakhs 
being the total value of the only two items, viz. excavation and 
'jungle' clearance in the work as n whole). 

On 4th March 1974, the Executive Engineer sought the 
Chief Engineer's approval to get the revised quantities executed 
through the original contractors at tl1e original rates on the 
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consideration that these rates were quite moderate and financially 
sound and that in case the contractors were not assured of the 
continuity of the work, they might disengage their labour and 
their procurement later on would become difficult. The Chief 
Engineer, however. approved (6th June 1974) the execution 
of additional quantities through the original contractors at the 
rates and on the conclitions alr::ady approved 'to the extent of 
percentage provided in the agreement'. In terms of the contract, 
in the event of deviation in quantities exceeding the permissible 
limit (i.e. 25 per cent/50 per cent as mentioned above), the 
Engineer-in-charge was to order the contractor to carry out even 
such extra quantities and the c0ntractor could, within 7 days of 
the receipt of order, claim revision of the rates supported by 
proper analysis in respect of the additional quantities beyond 
the permissible limit. The Engineer-in-charge could, then, 
either revise the rates having regard to prevailing market rates 
or get the deviations carried out in such manner as he deemed 
fit. However, no such order was issued and thus, the willingness 
or otherwise of the contractors r0 carry out the entire additional 
quantities at the original rates could not be ascertained . 

In the meantime, the Chief Engineer ordered (29th March 
1974) the transfer of administrative control of the road work 
from Quality Control Division to Civil Division. Details of 
quantities of earthwork stipulated in the agreements, the 
revised quantities and the quantities executed at the original rates. 
through the original contractors arc given below 

G roup 
number 

I 
2 
3 

4 
5 
6 

Quantity Quantity 
as per as 

agreement revised 

Quantity 
executed 

at the 
original 

rates 

(Cubic metres) 

34,000 
34,000 
17,000 

40,000 
40,000 
40,000 

27,454 
44,511 
17,491 

l , 16.507 
1,90,525 
1,72,8 18 

22, 128 
46,535 
18,091 

54.501 
53,394 
42,800 

Percentage 
deviation 
executed 
at the 
original 
rates 

(-)35") 
( +)37 >­
( +)6 J 
( + )36} 
(+)33 
(+)7 

Remarks 

Works completed 
in Quality 
Control Division . 

Works in progress 
transferred to Civif 
Division. 
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From the fact that deviations exceed ing 25 per cent had been 
got executed by Quality Cl111trol Division through th<: origi nal 
contr: ctors, it seemed ihar the original rates conti nued to be 
acceptable to the contraclorc. In Civi l Division, however, fresh 
tenders were called and the left-over works (quantities of which 
in groups 4 and 5 were found more than the revised ones) were 
allotted (September-October 1974) to the lowest tenderers. 
Particulars are given below of the quantities and the rates at 
which these works were allotted as compared to the rates of the 
original contractors 
Group number Quantity Rates al Rates of Extra cost 

a llotted which the original involved 
allolled con l ractors 

(Cubic (Rupees per cubic metre) (Rupees in 

4 
5 
6 

metres) 
1,52,075 
1,69,000 
1,25,800 

7.20 
7.49 
7.70 

lakhs) 
6 .20 1.52 
5 .75 2.94 
5 .25 3.08 

F rom the letter of intent issued ::m 1st January 1974 to the 
original contractors, it was clear that they had agreed to execute 
11 metres wide road at th,· ir- tendered rates. Non-incorporation 
of the revised quantities in the agreement, therefore, resulted in 
an extra cost of Rs. 7.54 lakbs. As the quanti ty actually execut­
ed was even more than the quantity allotted in each of the thr;:-e 
groups 4 to 6, the extra cost with reference to the quantity 
executed worked out to Rs. 8.02 lakhs. 

(b) There were substantial vanations between the quantities 
estimated and those executed as given below 

Group number 4 5 6 

Quantity as per revised sanctioned 
es timate (cubic metres) 

Quantity executed by Quality 
Control Division (cubic metres) 

Balance to be executed (cubic 
metres) 

Qua ntity allotted by Civil Division 
(cubic met res) 

Quantity actually executed in Civil 
Division (cubic metres) 

Total quantity executed by both the 
divisions (cubic metres) 

Excess over sanctioned estimate 
(cub'c met res) and percentage 

1, 16,507 1,90,525 1,72,818 

54,501 53,394 42,800 

62,006 1,37,131 ] ,30,018 

1,52,075 J ,69,000 l ,25,800 

1,67,488 J ,82,261 1,29,425 

2,21 ,989 2,35,655 1,72,225 

1,05,482 45,l 30 
(90 per cent) (24 per cent) 

-.:. 

f' 

,. 
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The Chief Engineer attributed the difference in quantities Lo 
the original estimated quantities being based on the end cross­
sections only and the increased quantities necessitated by shear 
zones and the increased kngth o( the road due to its curvilinear 
alignment. 

10.3 Payment of unpaid wages of contractor's labour under 
an award.-Particulars of certain road works (earthwork only) 
awarded to two contractors arc given below : 

Name of tne AK BS 
contractor 

Particulars of works Road from Road from Road from 
bridge s ite a t Dhyangarh Baradari bridge 
Dhyangarh to bridge to the to tail race tunnel 
exit portal of tail site of the dam (RD 3,500 to 
race tun nel (RD 1,250 to 3. 700) (hereafter 
(RD 0 to 1,500) 1,920) (here- referred to as 
divided into after referred work C) 
three sections to as work B) 
(hereafter re-
fer red to as 
work A) 

When awarded December 1973 June 1974 October 1974 
Contract quantity 
(cubic metres) J,68,704 1,00,060 71,600 
Rates per cubic metre 
(rupees) Between 

6. 31 and 7 . J 3 8 .00 7.70 
Contract amount 
(rupees in lakhs) J 1.26 8.00 5.51 
Stipulated date of 
completion J une 1974 June 1975 April 1975 

The progress of the works was not in accordance with the 
stipulated construction schedule. The contracts were, therefo1e, 
rescinded by the Executive Engineer in November 1974 (Work A) 
and May 1975 (Works B and C) after issuing show cause notices 
to the contractors and the quantities left over were as under : 

Qu-iotity completed 
Quantity left over 

Work A 

1,09,821 
58,883 

WorkB 

(cubic metres) 

39,959 
60,101 

WorkC 

14,899 
56,701 
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After inviting fresh tenders, the left-over works were awarded 
(at the risk and cost of thi: original contractors) at higher rates 
involving extra cost of Rs. 3.66 lakhs as per details given below : 

Work A WorkB WorkC 

When awarded January 1975 August 1975 July 1975 
Rate per cubic metre {rupees) 

Original 6. 31 to 7 .13 8.00 7.70 

Re\ised 6. 69 to 8.31 10 .23 J 1.00 

Extra cost involved 
(rupees in lakhs) 0.45 1.34 1.87 

On a complaint filed by the contractor's labour, the Assistant 
Labour Commissioner, Udhampur (Coutt of Authority under the 
Payment of Wages Act, 1936), passed an award in January 1975 
(in respect of contractor AK) for Rs. 1.04 lakhs and requested 
Sub-Judge, Reasi to recover the amount from the principal emp­
loyer, viz. the Executive Engineer. The amount of award re­
presented unpaid wages of the contractor's labour from June 1974 
to October 1974, i.e. during the currency of the contract. The 
project authorities did not seek competent legal advice imme­
diately after receipt of the award in January 1975. ft was only 
in May 1975-aft~r the labou rers resorted to agitation and after 
another award for Rs. 0.9 l lakh was issued in respect of contrac­
tor BS--that the Chief Engineer referred the matter to the Control 
Board to obtain approval of Government for payment of the 
amount of the two awards. The amount was paid in June 1975 
after obtaining the advice of the Standing Government Counsel 
smd clearance from the Control Board but before receiving the 
advice of the Ministry of Law to which the matter had been 
referred on 4th June 1975. 

According to the Ministry of Law (November 1975) 
" .... .. . . the contractor failed and/or neglected to comply 
with his obligation cast by Sub-Section (1) of Section 21 of the 
Contract Labour (Regulation and Abolition) Act, 1970. In 
the premises, Central Government as principal employer became 
liable to make payment of the wages in full or the unpaid 
balance due thereof. It was open to the contract Jabour, 

... 
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therefore, to compel the Central G ov::rfl mcnt under Sub­
section ( 4) of Section 21, to make payment of the unpaid 
balance of the wages due to the contract Jabour which the 
contractor failed and/or neglected to pay. The contract labour, 
however, did not compel the Central Government by taking 
action under Sub-Section ( 4) of Section 21 of the Act , but 
went to the Labour Court and obtained an :iward. 1 he award 
is against the contractor and not against the Central Govern-
ment. . ........ ... . ...... . .. .. ... .. ... . . .. . . ...... .... ... . . 

. . . . . . . . . . In the premises, Central Government is not 
responsible to make payment of the amount mentioned in the 
award". 

Meanwhile, the Chief Engineer appointed (July 1975) a 
Superintending Engineer of the Project as the soie arbitrator 
to settle disputes between the department and the contractors. 
The arbitration award in respect of the dispute with contractor 
AK issued in September 1976 stipulated that the contractor was 
to pay Rs. 1.24 lakhs to the department in settlement of all 
claims and counter-claims and the department was to release 
the dues of the contractor amounting to R s. 1.11 lak.hs. In 
respect of the contractor BS, the award issued in January 1978 
required the contractor to pay Rs. 3.75 lak.hs to the depart­
ment and receive his dues, deposits, etc. amounting to R s. 0.25 
lakh from the department. , The arb itrator accepted the con­
tractor's liability to reimburse to the department the unpaid 
wages earlier paid by the department on behalf of the contrac­
tors as well as their liability to compensate the department for 
the actual loss arising from the reteudering of the works. 

Against net sum of R s. 3.62 lakhs awarded by the arbitra­
tor in both the cases, no recovery had been made so far (Decem­
b er 1978) as the award had not been made a rule of law by 
the High Court, one of the contractors having filed objections. 

According to the provisions contained in Contract Labour 
(Regulation and Abolition) Act, 1970, the principal employer 
should nominate a representative to be present at the time of 
sn AGCR/ 79- 14 



202 

disbursement of wages by the contractor and the representative 
should certify the amount paid. Further, in terms of the 
,contracts executed with the contractors, they were required 
to furnish fortnightly labour returns and to keep a register of 
unpaid wages. Had · the fulfilment of these provisions been 
ensured by the project authorities, the question of non-payment 
of wages to the labourers by the contractor would not have 
arisen. 

10.4 Delay in construction of bridge.-(a) In order to 
provide access to the labour colony located on the right bank 
of the river (construction of the main bridge connecting left 
and right bank having not been started), a suspension bridge 
was constructed in June-Septl!mber 1972 at a cost of Rs. 2.43 
lakhs (including cost of material). The deck of the bridge was, 
however, washed away in August 1973 due to floods. An 
estimate for Rs. 1 .96 lakbs was sanctioned by the Chief Engi­
neer in April 1974 for the restoration of the bridge. The bridge 
was reconstructed by July 1974 at a cost of Rs. 1.94 lakhs. On 
5th August 1976", the right abutment of the bridge collapsed 
1 endering it unusable again. The bridge was not reconstructed 
thereafter. The transportation of labour across the river was 
done by trolley ropes and boats during the period. 

(b) The work of construction of a bridJ?:e across the river 
near the work site to link major construction works on both 
banks of the river was awarded by the Chief Engineer to 
firm 'N', a Government undertaking, in December 1973 for 
a lump sum amount of Rs. 40 Iakhs. The work to be started 
on 15th January 1974, was to be completed by March 1975; 
the work was completed in November 1977 (cost: Rs. 40 
lakhs). The delay in completion was attributed to the follow­
ing:-

(i) The location of the right side pier was not suitable 
owing to adverse geological conditions. In March 
197 4, after the site was inspected by the Chair­
man, ewe, it was decided to shift the right pier 

.. 
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towards the hill side and increase the central ~ 
to 95 metres . 

(ii) The geologists suggested in March 1974 to undertake 
consolidation grouting and anchoring of pier­
foundations. This work was done from October 
1974 to December 1974. 

(iii) After piers and abutments had been completed by 
March 1975, the work remained suspended as the 
designs for the superstructure and bearings had 
not been finalised. The designs were finalised in 
September 1975 but bearings were procured later 
in January 1976. 

(iv) The steel gantry and shutterings manufactured by 
t.he firm had been assembled at site in August 1976 
when construction from the left side was taken up; 
construction from the right side was taken up only 
in October 1976 because the road on the right side 
bad not been completed and the material being 
heavy (about 45 tonnes) could be transported 
11cross the river by trolley ropes only after the 
monsoon. 

Construction of the main bridge, which was an essential 
infra-structure, provided in the original estimate was thus com­
menced two years after the decision to locate certain major 
works like power house at the right bank and completed about 
six years thereafter. 

11.0 Machinery and Equipment.-Against a gross estimate 
of Rs. 941.32 lakhs (1968) on the purchase of machinery and 
equipment, the second revised project estimate (1976) provided 
for a gross estimate of Rs. 3,370.31 lakhs. The increase in cost 
by Rs. 2,428.99 lakhs was attnouted to the following:-

(i) change in the agency for the constructio'n o'f the rock­
fill dam from contractors to departmental execu­
tion: and 

(ii) steep rise in the cost of machinerv. 
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11.1 Machinery purchased and their performance.-An 
expenditure of Rs. 2,259.47 lakbs was booked on machinery 
and equipment up to December 1978. Particulars of major 
items of equipment procured till June 1978 were as under : 

Particulars of the Number of Number pro- Cost 
machinery machines as per cured up to (Rupees in 

revised project June 1978 lakhs) 
estimate 

Traxcavators 6 4 19 .20 

Excavators/shovels 14 5 59.78 

Dozers/dozer shovels 40 24 265 .82 

Dumpers 84 50 212.50 

Motor graders 6 3 3.67 

Vibratory rollers 19 8 12.29 

As the progress of work had remained slow as compared to 
the construction schedule anticipated in the original and re­
vised project estimates, the machinery was largely unutilised. 

11.2 Machinery procured from Beas Project.-In Novem­
ber 1974, the Standing Committee authorised the Chief 
Engineer to procure surplus machinery from Beas Project in 
anticipation o f Government sanction. Pending final settlement 
of the purchase price, etc. the project authorities advanced 
Rs. 242.50 lakhs (Rs. 240 lakhs in February 1975 and balance 
up to January 1976) to Beas Project; against these advances, 
the value of the machinery and spares received so far 
(December 1978), according to the project authorities, was 
Rs. 183.02 lakhs whereas according to Beas Project, it was 
Rs. 205.75 lakhs. The difference of Rs. 22.73 lakhs had not 
yet (December 1978) been sorted out and the balance out of 
the advance of Rs. 242.50 lakhs had also not been received 
back so far (December 1978). 

Major items of machinery procured from Beas P roject 
were 32 dumpers, 5 dozers, 2 motor graders, 2 vibratory rollers 
and 2 electric shovels. All these machines, except 1 dozer, 
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l motor grader and 8 1umpers had remained unutilised; these 
were under break-down since their procurement (from June 
1975 to June 1976). 

11.3 Purchase of 'Hind dumpers.-In response to tenders 
for the supply of 15 to 20 ton capacity rear dumpers invited by 
the Chief Engineer in October 1973, offers from 10 parties 
were received. The tenders were opened on 3rd Dec.ember 
1973 and the Chief Engineer's recommendations were sent to 
the CWC and Control Board on 18th December 1973. The 
validity of the offer of one of the tenderers, firm 'M', was to 
expire on 22nd December 1973 in Japan; the validity was got 
extended up to 30th January 1974. The Purchase Committee 
could not, however, decide on the tenders withln the extended 
validity period and it was only on 11th February 1974 that 
the Committee a pproved the purchase of 12 dumpers from firm 
'M ' subject, inter alia, to rebate of Rs. 5,000 per dumper earlier 
offered by the firm on the supply of 20 dumpers. Finn 'M' 
did not, however, agree to allow the rebate and demanded a 
price increase of 12 lakh yen (about Rs. 28,436) on each 
dumper owing to the 'drastic changes in the international trade 
following the energy crisis'. In June 1974, the Purchase Com­
mittee finally approved the purchase of 12 dumpers at the rate 
of Rs. 2.72 lakhs each . 

Had the offer of the firm been accepted within the extended 
period of validity, the project would have saved Rs. 3.41 lakhs. 
Further, at the time payment was made (October 1974) to firm 
'M', the parity value of rupee had decreased from 42.2 yen to 
36.6 yen per rupee which involved ano ther extra expenditure of 
Rs. 4.27 lakhs. 

12. Stores and stock 

12.0 Idle weigh-bridges 

(i) In April 1974, the project purchased a weigh-bridge 
from Jammu and Kashmir Government for Rs. 0.70 lakh. The , 
Chief Engineer sanctioned {September 1975) an expenditure of 
Rs. 8,000 for its installation. Construction of foundations, etc. 
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was completed in November 1977 at a cost of Rs. 0.06 lakh but 
the weigh-bridge had not been installed (D~cember 1978). 

(ii) Another weigh-bridge was purchased from a firm in 
May 1975 for which Rs. 0.80 lakh (95 per cent of price) were 
paid to the firm. Foundation works were executed for this 
weigh-bridge in June 1977 at a cost of Rs. 0.13 lakh. Mean­
while, it was noticed (November 1977) that certain parts (cost­
ing Rs. 1,620) were missing from the weigh-bridge. After pro­
curing these parts, the weigh-bridge was commissioned in June 
1978. The de1ay in commissioning of the weigh-bridge from 
April 1974 to June 1978 was attributed (December 1978) by 
the Olief Engineer to delay in its transportation from Jammu 
to project area due to paucity of trailers and to delay in pre>­
curement of the missing parts. 

12.1 Shortages of stores.-·During the course of handing over 
charge of stores by storekeeper 'A' to the relieving 3 storekeepers, 
shortages of steel and expfo.sives (value assessed subsequently by 
the Executive Engineer at Rs. 0.30 lakh) came to notice. To 
Audit enquiries on the sbo::tages, the project authorities stated 
(August 1978) that a departmental committee bad been con.c;ti­
tuted to look into the matter and its report was awaited and that 
no cash security seemed to have been obtained from the 
storekeeper. 

No recovery of the shor'Lages (value Rs. 0 .30 lakh) had been 
made so far (December 1978) . 

13. S11mmi11g up.-The following are the main points that 
emerge:-

( i) The Project was started without adequate investiga­
tions resulting in changes in designs of the divet"Sion 
tunnel and other major structures of concrete dam 
and rockfill dam. 

-
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(ii) The first unit of the project originally scheduled for 
commissioning in June 1975 was expected (December 
1978) to be completed and commissioned by 
1985-86. The delay is mainly attributable to change 
in designs, non-finalisation of designs of major 
structures, etc. 

(iii) The work on the diversion tunnel, a critical item in 
the construction schedule of the project, was 
(December 1978) in progress, though it was award­
ed to a contractor for execution in March 1972 for 
completion by August 1973. The delay is attribut­
able to extensive changes in design during 
construction. 

(iv) Construction of essential infra-structure facilities like 
the road on the right bank of the river and bridge at 
work site were take-n up only in December 1973 
although construction of the project started in 
August 1970 and the decision to locate the power 
house on the right bank bad been taken in June 
1971. 

(v) A saving of Rs. 2.96 crores in the original project 
estimate (1968), increased to Rs. 4.24 crores in 
first revised estimate (1974--not sanctioned), was 
anticipated on account of re-use of the material exca­
vated from the concrete dam site in the rockfill dam . 
This saving was not provided in the second revised 
estimate ( 1976) as it was stated to be impracticable, 
because of lack of storage space for the excavated 
material and impossibility of synchronising the rock­
fill dam work with that of the concrete dam. 

(vi) Machinery worth Rs. 1.83 crores purchased between 
June 1975 and June 1976 from the Beas Project 
were lying (December 1978) un-utilised. 

(vii) The project estimate increased Cour fold from 
Rs. 55.15 crores (1968) to Rs. 222.15 crores 
(1976) . Of the increase, Rs. 33.63 crores were 
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accounted for uy changes in design and increase in 
quantities, Rs. 25 .93 crores by change in location of 
the power house from left to right bank of the river 
C:henab and provision of taifrace tunnel, etc. , 
R . 76.07 crcres by escalation in the cost of material 
and labour due to delay in the execution of the pro­
ject, Rs. 12.50 crores by departmental execution of 
rockfi.11 dam and the rest of the increase by other 
extra items of work. 

41. Beas Pro,iect 

1.0 Tntroductory.-The Beas Project is designed to bring 
about the full utilisation of the water potential of 16.73 la.kb 
hectare metres ( 136 lakh acre feet) of the river Beas. The 
project is a joint wnture of the States of Punjab. Haryana and 
Rajasthan. The project comprises two units, viz. unit I : Beas 
Sutlej link and un it IT : Beas dam at Pong, both of which are 
multipurpose scheme~ of irrigation and power. The construction 
of the projt:ct is under the Beas Construction Board (BCB) and 
the execution has been carried out departmentally. The project 
report for the Beas Sutlej link was prepared by the Beas Project 
Administra tion in 1961 and that of the Beas darn at Pong in 
1959. 

1.1 Unit !-Beas Sutlej Link.-The Beas Sutlej link 
envisages the diversion of about 4.72 Jakh hectare metres (38.2 
la.kb acre feet) of the Beas waters from a point near Pandob 
village into the river Sutlej at a point near Dehar village by cons­
tructing a dam 74.37 metres high at Pandoh and a water conduc­
tor system from Pandoh to Debar comprising Pandoh-Baggi tunnel 
13.10 kms. long, open hydel channel 11.80 kms. long, a balancing 
reservoir, Sundernagar-Sutlej tunnel 12.38 kms. Jong, a surge 
shaft 125.3 metres high and three penstock headers. At Debar, 
the waters would fall into the Sutlej from a height of 320 metres 
which would be utilised for generation of 267 megawatts (MW) 
of firm power by a power plant of installed capacity of 660 MW 
( 4 X 165 MW) in the first stage (with provision for 2 more units 
of 165 MW each for future development). The diverted Beas 
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waters would also augment the power output through Bhakra 
power plants by 145 MW. Part of these waters would, thereafter, 
be utilised for irrigation thr.:mgh Bhakra canal system and the 
Rajasthan canal system . T he project also envisages a net work 
of transmission lines, viz. 400 KV (270 kms.) and 220 KV 
(l,131 kms.) to transmit power to important load centres served 
by Bbakra Beas complex a long with 18 grid sub-stations. 

1.2 Unit II- Beas dam at Pong.-The Beas dam is located 
at Pong village (about 140 kms. downstream of Pandoh) . This 
-consists of an earth-cum-gravel dam 132.6 metres high, five 
tunnels, each of diameter 9.14 metres and having total length 
of about 5,000 metres for diversion of the river during construc­
tion of the dam. a concrete chulc spillway with six large sized 
radial gates on the left abutment of Lhe dam for the floods to 
pass and a power house with an insta lled capacity of 240 MW 
( 4 units of 60 MW each) wi th provision for 2 more units of 
60 MW each to be added at a later stage. 

1.3. Orga11isario11.-Thc construction of the project, started 
in 1965, was entrusted to che Government of Punjab, but afler 
re-organisation of Punjab in November 1966, the construction of 
the project was taken over by the Government of India on behalf 
of the partner States of Punjab , Haryana and R ajasthan. In 
October L967, the Government of India constituted 1.hc Beas 
Constmction Board (BCB) wi th representatives of the partner 
States and the State of Himachal P radesh and beaded by the 
Union Minister of E ne rgy as Chair man to look after the construc­
tion of the project. In the di£charge of its functions. the Board 
was assisted by a Standing Committee, a GC'l1cral Manager, fo ur 
Chief Engineers, a purchase organisation, a design organisation 
and a finance and accounts organisation. 

1.4 Benefits and Costs.-The Beas Sutlej link envisages 
irrigation for a cuJturable command area of 5.2 Jakh hectares 
(13 lakh acres) while cbc Beas dam provides for irrigation in 
another 16 lakh hectares ( 40 lr.kh acres) in the States of Punjab, 
Haryana and Rajasthan . A firm power of 484 MW is also expect­
ed to be ava ilable at 100 pn cent load factor ( 4 12 MW fro m 
Beas Sullej link and 72 MW from Beas dam) . 
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The cost of the project is shared in the ratio of benefits derived 
by the participant States as under 

Punjab Haryana Rajas than 
(Jo percentages) 

lk<n Sutlej link 

Power 48 32 20 
Irrigation 51 34 15 
Beas transmission 
lines 24.5 51. 7 23.8 

Beas dam 

Power and 
irrigation 24.9 16.6 58.5 

The expenditure on the project is financed out of the loans 
and grants received by the participating State Governments from 
the Government of India and their own contribution. The loans 
and grants given by the Central Government and the contributions 
of the participating States up to March 1978 are indicated 
below : 

Punjab Haryana Rajas than Total 

(Rupees in crores) 

Loans by Central 
Government 166.06 123.73 202.22 492.01 

Grants by Central 
Government 44.65 34 .36 19 .80 98.81 

Contributions by the 
participating States 24. 18 7 .02 0 .61 31 .81 

TOTAL 234.89 165 .11 222.63 622.63 

1.5 Project estimates.-Tbe original estimate of the project 
was Rs. 172.01 crores (Rs. 75 .34 crores for Beas dam sanction­
ed in August l 960 and Rs. 96.67 crores for Beas Sutlej link sanc­
tioned in October 1963). The estimate for the Beas dam was 
revised to R s. 162.90 crorcs in May 1968 and approved by the 
Planning Commission in November 1969; and that for the Beas 
Sutlej link was revised to Hs. 179.64 crores in September 1970. 
The estimates were further revised (in March 1976 and :ipproved 
by the BCB in January 1977) to Rs. 382.57 crores (Beas Sutlej 
link) and Rs. 259.80 crorec; (Beas dam). The estimate for Beas 
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transmission lines from Beas Sutlej link was prepared in October 
1976 for Rs. 72.94 crores and approved by the BCB in January 
1977. Approval of the Government of India to these estimates 
was awaited (December 1978) . 

The Ministry of Energy stated (January 1979) that the revised 
estimate for civil works of Beas dam (Rs. 220.13 crores) was 
approved by the Planning Commission in January 1978. 

Further details of the e'>timates and expenditure up to March 
1978 are given below : 

Original First Second Ex pen di-
estimate revised revised ture up to 

estimate estimate March 1978 

(1963) (1970) (1976) 

(Rupees in crores) 

Beas S11tlej link : 
A-Civil works 77.23 151. 83 333.93 317 .49 

B-Electrical works 19 .44 27.81 48.64 29.66 

96.67 179.64 382.57 347 . 15 

(1960) {1968) (1976) 

&<Udam: 
A-Civil works 75.26 152 . 23 220. 13 218.25 
B-Electrical works 0 .08 10. 67 39.67 30.68 

75 .34 162.90 259.80 248.93 

BefU transmission 
lines : (no separate estimate made) 72.94 38 .52 

TOTAL: 172.01 342 .54 715. 31 634 .60 

The increase in the estimated cost of Beas Sutlej link from 
Rs. 179.64 crores in the first revised estimate to Rs. 382.57 crores 
in the second revised estimate was attributed mainly to increase 
in cost of (a) civil works (Rs. 182.10 crores) , comprising 
increase in scope of works (Rs. 54.48 crores) , new works 
(Rs. 20.57 crorcs), escalation in cost of labour and material 
(Rs. 48.29 crores), retrenchment compensation and terminal 
benefits to work-charged establishment (Rs. 16.58 crores), 
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increase in cost of establishment, tools and plant (Rs. 29.26 
crores) and other miscellaneous factors (Rs. 12.92 crores) and 
(b) electrical works (Rs. 20.83 crores). 

The increase in the estimated cost of Beas dam from 
Rs. 162.90 crores in the fir~t revised estimate to Rs. 259.80 
crores in the second revised estimate was attributed mainly to 
increase in cost of (a) civil works (Rs. 67.90 crores) consisting 
of higher compensation for land, increase in preliminary expenses 
on survey, design studies, etc. (Rs. 30.20 crores )and other factors 
1ike increase in quantities of outlet works, additional diversion 
works, etc. (Rs. 37.70 crores) and (b) electrical works 
(Rs. 29.00 crorcs) . 

2. Progress of construction 

2. 1 Beas Sutlej Link.--Civil works relating to six major com­
ponents (vi::.. Pandoh dam, Pandoh-Baggi tunnel, hydel channel, 
balancing reservoir, Sundcrnagar-Sutlcj tunnel, and Dehar power 
plant including penstocks) were originally expected to be complet­
ed between June 1973 :ind October 1975. In August 1973, it 
was anticipated that these works would be completed between 
May 1975 and July 1976 but the construction schedule was again 
revised (June 1975 and November 1976) for completion between 
May 1977 and September 1978. All the six components of the 
project were completed between March 1977 and October 1978. 

T he delayed completion of civil works was attributed by 1he 
project authorities mainly to (a) distress reaches encountered in 
Pandoh-Baggi and Sundernagar-Sutlej tunnels; (b) delayed supply 
of mechanical equipment by the suppliers; (c) delay in obtaining 
possession of land acquired for balancing reservoir ; and (d) in­
crease in the quantit ies of work. 

The schedule of completion (September 1975-August 1976) 
of the four generating units of Debar power plant was revised 
three times; the latest revbion in December 1976 envisaged com­
pletion during October 1977-January 1979. First two units were 
completed in November 1977 and March 1978 respectively; other 
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two units were in progress (December 1978) . The delayed c0m­
pletion of electrical works was attributed mainly to delayed com­
pletion of civil works in cabk tunnel and delayed supply of 
equipment by the suppliers . 

2.2 Beas dam at Pong.-Tbe six major components (viz. 
diversion works, earth dam including foundat ion. spillway, outlet 
works, power penstocks and gates and power plant structure 
foundation and appurtenant works) were originaUy expected to 
be completed between October 1968 and October 1973. The 
revised schedule prepared in l 968 contemplated completion of 
the works between December 1969 and October 1974. The 
diversion works were completed in December 1969 but, for the 
remaining components, the paioc! was revised in Au~st 1973 to 
June 1974-September 1976. The second major component, 
'earth dam including foundation' was completed in June 1974 and 
for the remaining four the schedule was again revised (December 
1975) to June 1974-Mav 1977. All these four works were com­
pleted between June 1974 and November 1977. Defay in 
completion of works was attributed by the project authorities 
mainly to tunnels being damaged during trial run, increase in the 
quantity of excavation and fillplacement and shortage of steel and 
cement. 

Four units of electrical works relating to Pong power plant 
were originally anticipated to be completed in November l 976-
November 1977; this period was revised in December 1976 to 
October 1977-November 1978. In June 1977, this was again 
revised to December 1977-February 1979. The first three units 
were completed in January, March and October 1978 respectively. 
The fourth unit was in progress (December 1978) . The delayed 
completion was attributed to extra time taken in completion of 
civil works of both power plant and switchyard and delayed 
supply of equipment by the suppliers. 

2.3 Beas transmission lines.--Six 200 KV transmission lines 
(viz. Sangrur-Bbatinda liue, Ganguwal-Jagadbri line, Jagadhri­
Kurukshetra line, Kurukshetra-Panipat line, Panipat-Dadri !ine 
and Panipat-Narela line) and six sub-stations (viz. Paoipat, 
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Narela, Kurukshetra, Dadri-stage I, Jagadhari and Dadri-stage Il) 
were originally expected to be completed between December 1973 
and April 1974 ; the schedule of completion was revised in 
August 1973 to February 1975 and in December 1975 to Septem­
ber 1976. One transmission line was completed in February 1976 
and the schedule for the remaining lines was revised (December 
1976) to November 1976-September 1979. The remaining five 
transmission lines were completed between May 1977 and August 
1978 and five sub-stations between April 1977 and September 
1978. 

A 400 KV transmission line and sub-station therefor 
expected to be completed in December 1975 are now expecte.d 
to be completed in May 1979. 

The delayed completion of the lines and sub-stations was 
stated to be mainly due to delay in procurement of critical items 
of equipment including towers. 

3. Acquisition of land and rehabilitation of displaced persons 

3.1 Land measuring 77,319 acres was acquired between 
1961 and 1978 in the States of Punjab and Himachal Pradesh 
at a cost of Rs. 51.15 crores (March 1978) for the construction 
of Beas project. 

To rehabilitate the affected families (32,090), 37 colonies 
( 6 colonies in Himachal Pradesh and 31 in Rajasthan) were 
constructed at a cost of Rs. 174.94 lakhs (Rs. 19.90 lakbs for 
6 colonies in Himachal Pradesh and Rs. 155.04 la1cbs for 
31 colonies in Rajastban) .:.Ocluding provision of facilities like 
drinking water, terracing of lands, irrigation, footpaths and roads, 
schools, d ispensaries, seed stores, sh elter huts, water diggies, 
etc. 

3.2 Points noticed in test-check in audit of the records 
maintained for the purpose during August to October 1974 and 
further reviewed in audit subsequently are mentioned below : 

3.2.1 Derequisitio11ing of acquired land.- Out of 39.18 
hectares o'f land acquired during 1965 to 1973 in Mandi district 

-
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of Himachal Pradesh at a cost of Rs. 11.04 lakhs, land measuring 
10 hectares valued at Rs. 4.36 lakhs was later found surplus to 
requirements. The BCB requested (February 1972) the Land 
Acquisition Officer, Mandi, for derequisitioning of the land but 
the matter had not been finalised (iDecember 1978). 

3.2.2 Allotment of land in Rajasthan.- Under Rajasthan 
Colonisation (Allotment of Government land to Pong dam 
oustees in the Rajasthan Canal Colony) Rules, 1972, a displaced 
landowner having land up to 20 standard acres or more than 
20 standard acres of which 30 per cent or more and 50 per cent 
or more respectively, had been acquired, was eligible for allotment 
of 15.625 acres of land at concessional rates. 

Out of 17,200 eligible displaced persons (16,100 from 
Himachal Pradesh and 1,100 from Punjab), 9,169 were allotted 
land by the Colonisation Commissioner, Rajasthan, during August 
1966 to February 1979; out of 9,169 allottees, 6,828 actually took 
possession of the land and the allotment to the remaining 2,341 
displaced persons stood automatically cancelled under rules of 
allotment, if possession was not taken within 45 days. 
Information about land actually cultivated was awaited 
(February 1979). The delay in allotment of land and its 
non-occupation by a number of displaced persons was attributed 
to: 

(i) non-finalisation of allotment rules and criteria of 
eli~ibili ty; 

(ii) suspension of allotment work between February 1975 
and November 1976 due to non-availability of land; 
and 

(iii) lack of enthusiasm among displaced persons to shift 
to Rajasthan. 

3.2.3 Construction of colonies.- The scheme estimated to 
cost Rs. 172.23 lakhs, envisaged setting up of 31 colonies in 
Rajasthan involving construction of 4,176 Katcha houses, 
31 diggies for water, 31 primary school buildings, 31 dispensaries, 
31 seed stores and 5 shelter huts. Against this, 4,078 Katcha 
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houses, 26 diggies, 4 primary school buildings, 8 dispensaries, 
1 seed store and 5 shelter huts were completed up to March 
1974, as assessed by the Project authorities in May 1974. 
Twenty-four Katcha houses, 5 diggies, 13 primary school 
buildings, 13 dispensaries and 20 seed stores started in 1968 
had not been completed (December 1978); construction of the 
remaining 74 houses, 14 primary school buildings, 10 dispensaries 
and 10 seed stores bad not been taken up so far (December 
1978). 

Against Rs. 155.04 lakhs spent up to March 1976 by the 
Government of Rajastban on these works, Rs. 152.04 lakhs had 
been paid by the project authorities. Information regarding 
payment of balance amount of Rs. 3.00 lakbs and work-wise 
details of up-to-date expenditure was not made available 
(January 1979). 

3.2.4 Non-occupation of katcha houses.-Vp to March 1974, 
4,078 Katcha houses had been completed and 24 were under 
construction. A sum of Rs. 67.23 lakhs (Rs. 64.23 lakhs on 
construction and Rs. 3 lakbs 011 maintenance) had been spent 
(March 197 4) on them. These houses were to be allotted to 
the displaced persons at a subsidised cost, the amount of subsidy 
being equal to the amount by which compensation received by 
the person for bis house fell short of Rs. 2,000 and ranging 
from Rs. 500 to Rs. 1,500. 

Up to September 1974, 421 displaced persons applied for 
allotment of these houses; 254 were aIIotted houses but only 
85 of them took possession (September 1978). In view of the 
poor response from the displaced persons for allotment of houses, 
the BCB decided (May 1974) to dispose of these houses. 
Accordingly, 610 houses were put to auction in June 1974 
through Rajasthan Government; only 18 houses could be 
auctioned at an average bid of Rs. 1,500 each and cost of only 
10 houses could be recovered. Thus, up to December 1978 
only 103 out of 4,078 completed houses could be disposed of. 
Of the remaining 3,975 completed houses and 24 uncompleted 
houses, 140 houses collapsed up to June 1974 and the remaining 
required extensive repairs. Against the estimated cost of 
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Rs. 6.10 Jakbs for repairs, the BCB had sanctioned (May 1974) 
Rs. 3 lak.hs. Detail of repaired houses or houses which collapsed 
subsequently were not made available to Audit (December 1978). 
Thus, the expenditure of Rs. 65.68 lakhs (Rs. 67.23 lakbs less 
Rs. 1.55 lakbs realised through djsposal of 103 houses) incurred 
on these houses had not been fruitful. 

A sum of Rs. 40.72 lakhs was spent up to March 1974 for 
providing amenities like diggies for waler, school and dispensary 
buildings, seed stores and shelter buts. Up-to-date expenditure 
on these was not available as details of work-wise expendi ture 
had not been intimated by the Government of Rajasthan to the 
project authorities. However, in view of lesser number of houses 
actually occupied by the displaced persons utilisation of these 
amenities was also not to the full extent. , ' 

The Ministry of Energy stated (January 1979) that the 
Rajasthan Government had been requested to- ·put the houses and 
other amenities to alternative use. 

3.2.5 Ncn-adjustmenJ of advances.-Out of Rs. 11.03 Jakhs 
paid as advance in M arch 1971, May 1971 and April 1973 to 
the D eputy Commissioner, Kangra (Rs. 8.03 lakbs) and to the 
Colonisation Commissioner, Rajasthan (Rs. 3 lak.bs) fa:­
providing temporary shelter accommodation to the displaced 
persons, Rs. 8.55 lakbs had not been adjusted (December 1978) 
in the project accounts. 

4. Stores 

4.1 Purchase and issue of stores were llandled by the 
purchase organisation and stores divisions of "the BCB. The 
purchases were made on the basis of requisitions received from 
field ·officers and stores were issued by the divisions to field 
officers against approved indents. Final consumption -ofJmaterials 
on the works was to be watched by the field--office~ .themse1ves. 
Rules require that purchases of stores sh0ul<f-'be p'liioned in ~uch 
a way that these do not result in unnecessary- bl<X;k.ing of capital 
and avoidable expenditure on their upkeep aJ?,d vyatch nod ward. 

S/7 AGCR/78-15 
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4.2 A test-check in audit during April to June 1978 of 
stores account ledgers maintained in the stores divisions revealed 
that in 705 (Beas Sutlej link-326 and Beas dam-379) items* 
of stores valued at Rs. 192.83 1akhs (Beas Sutlej link­
Rs. 100.55 Jakbs and Beas dam-Rs. 92.28 lakhs) no issues 
were made to works (other than cash sales or issue to other 
projects) during the last three years ending 31st March 1978. 
These included 58 items valued at Rs. 13.53 lakhs (20 items of 
Beas Sutlej link-Rs. 4.82 lakhs and 38 items of Beas dam­
Rs. 8.71 lakhs), which had not been issued at all during a period 
of more than ten years ending 31st March 1978. The Ministry 
of Energy stated (January 1979) that the entire project was 
executed departmentally for which it was necessary to maintain 
adequate stock inventory to ensure maximum utilisation of 
equipment and minimum outa2e. 

Fresh purchases (15 items) worth Rs. 1.44 lakhs were made 
during August 1965 to September 1973 even though these items 
were already available in stores. It was noticed that neither the 
items already in stores nor the newly purchased items were issued 
(March 1978). The value of such items in stock as on 
31st March 1978 was R s. 2.34 lakhs (included in Rs. 192.83 
lakbs referred to above) . 

Another 16 items of stores valued at Rs. 5.80 lakbs, initially 
procured for Beas dam, were transferred to Beas Sutlej link 
up to March 1975 where these were lying in stock (March 1978). 
Besides, 25 items of stores valued at Rs. 5.25 lakhs were similarly 
transferred to Beas Sutlej link from Beas dam during August 
1975 to June 1976. Out of these, stores worth Rs. 2.73 lakhs 
were lying in stock (March 1978) while stores worth Rs. 2.52 
lakhs were disposed of by cash sales only. 

Non-issue and non-utilisation of stores for long periods 
showed that their requirement was not properly assessed. This 
resulted in blocking of funds aggregating Rs. 201.36 Jakhs for 
periods ranging from three to over ten years, besides avoidable 
expenditure incurred on storage. 

•only items, the stock value of which exceeded Rs. 10,000 in each case, 
have been taken into account. 
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5. Plant and machinery.-The earthwork involved in the 
eonstruction of various components of the project was done 
departmentally by employing heavy earth-moving machinery like 
cranes, dumpers, dozers, shovels, tractors, etc. procured by the 
project. The project estimate included provision of Rs. 3,084.11 
la1cbs (Beas Sutlej link-Rs. 1,081.70 lakhs, Beas dam.­
Rs. 2,002.41 lakhs) for the heavy earth-moving machinery. 
The guidelines for norms for working life and annual working 
hours of these machinery were laid down by the Central Water 
and Power Commission (CWPC) and provision for depreciation 
and major overhauling of the machinery was made on the basis 
of instructions issued by the CWPC from time to time. A test­
check of the working of earth-moving machinery revealed the 
following : -

5.1 Excessive deployment of s;and-by machinery.-The 
CWPC had pre5cribed the stand by equipment in irrigation and 
power projects as under : 

Single shift lO per cent of the actual number of machines 

Double shift 20 per cent of the actual number of machines 

Three shifts 30 per cent of the actual number of machines 

On the basis of the number of shifts specified in various 
estimates of Beas Sutlej link, the stand-by machinery valued at 
Rs. 681.10 lakbs bad been provided in excess of the above 
norms in these estimates during the years 1975-76 and 1976-77, 
as indicated below : 

Year Tota l num- Number of Number of Number of Value of 
ber of machines machines stand-by stand-by 
machines provided required machines machines 
(other than as stand-by as stand-by provided provided 
stand-by) as per in excess in excess 

norms 
(Rupees 

in lakhs) 
1975-76 152 11 9 49 70 336.87 
1976-77 156 118 52 66 34 4.23 

T OTAL : 681. 10 
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The Ministry of Energy stated (Janu.ary 1979) that the 
provision of machines was made taking into consideration the 
age and condition of equipment, availability of spare parts, site 
conditions and type of use. 

Simj]ar information in respect of Beas dam could not be 
ascertained as provision of stand-by machinery in its working 
estimates had not been made distinctly. 

5.2 Under/non-utilisation of machinery 

(a) According to the guidelines laid down by the 
CWPC, the working efficiency of the machines is 
to be determined for each group of machines and 
any new equ ipment inJuclLd in the Project should 
be utilised for at least about 75 per cent of its 
prescribed life. It was noticed that actual utilisation 
(ti ll March 1977) in eleven groups of earth-moving 
machinery, involving 32 machines vallfcd at 
Rs. 72.68 lakbs, ranged Crom 7.3 to 55.7 per cent 
of the prescribed life. 

(b) Machinery worth more than Rs. 18 crores was 
deployed on Beas dam for execution of various 
works. The peak period of execution was from 
1971-72 to 1974-75 . The under-util isation of 
earth-moving machinery during the said period 
against provisions in the estimates ranged from 
36.3 per cent to 64.7 per cent averaging in all to 
50.4 per cent as shown below: 

Category o f machin·;s 

Euclidsirea r dumpers 
T ractors and dozcrs 
Bottom dumpers 
Cranes and shovels 

T OTAL : 

Expected 
utilisat ion 
as per 
estimates 

2 

6,07,307 
7,87,d.75 
9,54.501 
3,52,800 

27,02,083 

Actual 
utili<>ation 
during 1971-
72 to 1974-75 

3 

2,41,277 
2.77,694 
6,08.364 
2, 13,248 

13,40.583 

Short foll Percentage 
of shortfa ll 

(In ho urs) 

4 5 

3.66.030 60 .2 
5,09,781 64. 7 
3,46.1 37 36.3 
1,39,552 39.6 

13,61.500 50.4 

-

" 

--
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The Ministry of Energy stated (January 1979) that the 
provision of 4,000 hours per year in the annual working estimates 
was overoptimistic and not realistic. 

(c) Crawler trac!ors.- Out of 16 crawler tractors 
purchased for Beas dam at a total cost of Rs. 94.45 
Jakhs between July 1972 and June 1973, 10 tractors 
valued at Rs. 59.52 lakhs were transferred to Beas 
Sutlej link during Fcbruary 1974 to February 1976. 
These IO machines worked for 32, 102 hours only 
ti ll March 1977 in Beas Sutlcj link and Beas dam 
against 49,100 hours. This resulted in shortfa U of 
l 6,998 hours, that is under-utilisation to the extent 

of 34.6 per r.e/11. 

T he rema ining 6 machines valued at R s. 34.93 
lakhs worked for 10.976 hours against the p rescribed 
15. 700 hou rs ti ll Mnrch J 975 (the completion of the 
peak period of working at Beas dam) resulting in 
shortfa ll of 4, 724 hours, that is under-utilisation by 
30 per cent. T he Ministry of E nergy stated (January 
1979) that the major part of the Beas dam was com­
pleted by end of 1973 and that the utilisation beyond 
this period was k~ss clue to less quantum of work. The 
shortfa ll in util isatior: has, however, been worked out 
after taking int o 2.ceount the utilisation for the p eriod 
before J 973. 

6. Purchases 

6.1 A voidable expenditure on purchase of power cables.­
Low tension power cables were required for Dehar power plant 
the first un it of which was to be commissioned in November 1977. 
The project authorities invited (February 1973) tenders for the 
supply of 14 armoured and unarmoured types of low tension 
power cables. The detailed specifications required submission of 
quotations for both armoured and unarmoured cables for some 
items. Clarifying these provisions, the project authorities stated 
(August 1973 ) that these cables were to pass througli the 
400 KV portion of a switchyard and that it could not be decided, 
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at the lime of calling tenders, as to whether armoured or un­
armourcd cables should be provided in this portion. 

The tenders were opened on 19th Apl"il 1973; seven offers 
were received with validity periods ranging from 30 to 61 days 
from the date of opening of tenders. The offers were sent to 
the Chief Engineer (Electrical) , Chandigarh for technical com­
ments on 27th Apri l 19'/3. They.were taken up for technical 
scrutiny on 22nd June 197'.3. While scrutinising the offers, it 
was observed that technical clat&, guaranteed technical particulars, 
etc. had not been suppl ied by the firms and that in some cases 
the data were incomplete. The wanting technical details were 
called for by the Chief Engineer (Electrical) from all the firms 
on 30th June l 973. Replies were received from the firms in 
July, August anti September 1973 and technical comments were 
furnished on 21st September 1973 . It was thC'n decided that 
orders for unarmoured cables only should be placed. 

Jn the meantime, at th<! request (30th June 1973) of the 
Chief Engineer (Electrical), four firms extended the validity 
period of their offers, first ur- to 31st August 1973 and then on 
a second request (25th August 1973) six firms (including 4 
mentionc<l above) extended the validity periods up to 30th 
September 1973. While one firm revised its prices when extend­
ing the validity on both occ;:isions, four firms revised their prices 
when extending the validity for the second time; one firm did not 
give complete data. Both cf>e original and the revised offers of 
the fiJ'ms did not contain any price escalation clause. At the 
request of Chief Engineer (Electrical) ( October 1973), three 
firms further extended their offers up to 19th November 1973 at 
revised prices. As none of the firms was willing to make supplies 
at the rates quoted jn April 1973, it was decided by the project 
authorities (November 1973) to reinvi te tenders. 

Tenders were reinvited on 21st February 1974 and three 
orders were placed on three different fi rms for the supply of 
thirteen items of unarmoured cables on 11th September 1974. 
These were supplied during January 1975 to November 1975 at a 
total cost of Rs. 10.66 Iakhs. Had the lowest offers received 

-
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m April 1973 been accepted , these S\.lpplies would have cost 
Rs. 4.80 lakhs only. T hus, delay in processing the tenders re­
ceived in April 1973 resulted in extra expend iture of Rs. 5.86 
lakhs. 

The project authorities stated (December 1976) that the 
delay in technical scrutiny occurred due to the time taken for a 
decision on the alternatives as also due to the location of tbe 
offices of the Des ign Organisation a nd Chief Engineer (Electri­
cal) being at Chandigarh. T he Ministry of E nergy stated 
(January 1978) : 

"A minimum period of 180 days for final selection of 
tenders was foreseen and the tenderers were instructed 
to keep their offers open up to at least l 80 days 
from the date of opening of tenders ... ... . . It would 
not have been safe and prudent to ru h through 
technical scrutiny of tenders ..... .. ..... " 

The Ministry added (January 1978) that "dur ing 1973-74 there 
had been unprecedented increase in the prices of crude petroleum 
and by-products resulting into an overall price increase and even 
the suppliers on whom orders were placed earlier had been 
demanding price increase and in other cases the suppliers did not 
comply with the orders placed on them". 

6.2 Purchase of defective machinery .--Sixtecn M ogurt 
d umpers were purchased for Beas Sutlej link at a cost of 
R s. 15.87 lakhs in December 1966 as part of the consignment 
of 128 dumpers imported from Hungary by the Government of 
I ndia. T hese dumpers were proposed to be deployed on handling 
of muck from the Pung tunnel "beading" in billy area, but trial 
tests were conducted in plains only. Each dumper was ~timated 

to work for 200 hours per month but none of these could work 
efficiently in the tunnels as these could not negotiate upward 
gradient from the portal to dumping site after plying through 
thick layer of slush present in the tunnel. These were, therefore, 
diverted (July 1971 ) for carriage of aggregate etc. and short 
hauling. During the period 1966-67 to 1972-73, the actual work­
ing hours of these d umpers ra nged from 2 to 27 per cent of their 
estimated life. 
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Spare parts worth Rs. 9.13 lakbs were also imported for the 
dumpers which were received between D ecember 1968 and 
September l973. These were neither used nor disposed cf. 

It was intimated ( July J 975) to Audit that the dumpers had 
been declared surplus to the requirements of the project ; their 
disposal was awaited ( December 1978) . 

7. Other topics of interest 

7. 1 Recruitment of underage workmen- Excess payment of 
wages.-During 1964, the Personnel Office and E mployment 
Exchange at Sundernagar w·~re not fu nctioning for recruitment of 
Jabou r and workmen were generally recruited by field engineers 
for construction works. Vi.:rification of age was not carried out 
before recruitment as th~ workmen were ill iterate . Duri ng pre­
paration (July 1975) of service records of workmen at the 
instance of Audit, 303 underage workmen were found to have 
been employed on Beas Sutlej link. These workmen were paid 
wages at the full rate payable to an adu lt boy mazdoor instead of 
that prescribed for an underage worker as per common Schedule 
of Rates (H illy), 1962. This resulted in excess payment o( 
Rs. I .5 lakhs on wages to these workmen. The project authori­
ties intimated (April 1978) their inability to fix responsibility 
for this lapse. The excess payment had not been regularised so 
fa r (September 1978). 

7.2 R e-location of Kangra valley railway line.-With the 
construction of Beas dam, 25 .41 kilometres long portion of the 
narrow gauge ra ilway line between Jawanwala Shahar :ind Guler 
in Ka ngra d istrict (Himachal Pradesh) was to be submerged. 
The Northern Railway, on the request of the project authorities, 
prepared (1965) an estimate providing an alternative route with 
a re-aligned length of 29.90 kilometres at a total cost of 
Rs. 362.08 lakbs. Administrative approval to this estimate was 
conveyed by the project authorities in D ecember 1968. The 
estimate envisaged the completion of the re-al igned route in 
four years after acceptance of the estimate. T he land for the 
work was to be acquired by the project au thori ties. 

-
--

l' 
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The work originally scheduled to be completed by 1973 ( viz. 
within four years of commencement in 1969) was started only 
between 1971 and l 973 as the land required fo r the purpose was 
handed over to the Railways between July 197 1 and December 
1972. The work was completed by 1975-76. The delnycd 
completion of work resulted in revision of estimate to R.;. 680.53 
lakhs by the Railways to provide for increased cost of labour and 
construction materials. 

The project authorities had, by April I 976. advanced 
Rs. 680.53 lakhs to the R ailways against which accow1ts for 
R . 682.89 lakbs were rendered (July 1977) by the latter. Out 
of this expenditure, R s. 8 1.44 lakhs had not bezu adjusted 
(December 1978) by the p ro ject authorities. 

Thus, delay in acquiring the land and banding it over to the 
R ailways had resulted in extra cost of R s. 318.45 lakhs to the 
project due to increase in costs over the period. 

7.3 Execution of works witho11t sanctioned estimates.-
265 works on which an expend iture of Rs. 9.89 cror~s had been 
incurred from F ebruary 1971 to March 1978 were being executed 
(May 1978) without any sanctioned estimates. Anticipatory sanc­
tions bad been accorded by the competent authorities in 22 cases 
covering expenditure of R s. 1.38 crores. Expenditure of 
R s. 2.55 crores incurred on 114 works was regularised by 
November 1978 while the remaining expenditure (Rs. 7.34 
crores) had not been regularised (December 1978) 

7.4 The position of outstanding balances under the vaA·ious 
suspense heads as at the end of May 1978 is indicated below : 

(i) Miscellaneous Public Works Advances 
(ii) Purchases 
(iii) Stock 
(iv) Cash Settlement Suspense Accounts 

(ln lakhs of rupees) 
35,17 .06 

8,40.91 
37,69. 76 

12 .94 

The year-wise break up of the outstanding balances and tihe 
reasons thereof were awaited (December 1978). 
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8. Summing up, the following are the main points that 
emerge :-

(i) The project was executed departmentally. The 
original estimate of Rs. 172.01 crores for the pro­
ject prepared in 1961 (Beas Sutlej link) and 1959 
ffieas dam) rose to Rs. 715.31 crores (1976)-an 
increase of 316 per cent. The revised estimate 
(except for the civil works of Beas dam) had not 
been sanctioned by Government so far (Decem­
ber 1978). 

(ii) Compared to the original schedule of construction, 
the completion of different components of the pro­
ject was delayed as under : 

Bens Sutle1 link 
Civil works 
Electrica 1 works 
Transmission lines 

Beas dam 
Civil works 
Electrical works 

3 to 4 years 
2 to 2-1 /2 years 
2 to 4 years 

J to 4 years 
1 year 

The delay in the completion of the project had, -apart from 
delaying the accrual of benefits, the effect of enhancing the cost 
of tht- project due to longer period for which labour and estab­
lish ment had to be engaged and escalation in cost of labour and 
matecial. 

(iii) The scheme for the rehabilitation of the displaced 
persons under the Beas project did not work out 
as planned. Out of the 4,078 katcha houses cons­
tructed for occupation by them in Rajasthan (cost: 
Rs. 67.23 lakhs) only 85 houses were actually occu­
pied up to September 1978. Other amenities pro­
vided under the rehabilitation scheme at a cost of 
Rs. 40.72 lakhs were also not fully utilised. 

-



-
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(iv) Items of stores remained unutilised for a number of 
years. There were 705 items (valued at 
Rs. 192.83 lakhs) out of which 58 items valued at 
Rs. 13.53 lakhs were not even issued for 10 years 
from the date of their receipt. Purchases were not 
properly planned inasmuch as 56 items of stores 
(value : Rs. 12.49 lakhs) were purchased or 
acquired although they were not required. 

(v) Jn Beas Sutlej link the stand-by heavy earth-moving 
machinery valued at Rs. 681.10 lakhs was provided 
in excess of the norms fixed by the CW PC. It was 
noticed that machinery was also not utilised up to 
the expected life. The under-utilisation of eai·th­
moving machinery during 1971-72 to 1974-75 
ranged from 36.3 to 64.7 per cent. 

(vi) Owing to delay in processing the case for the pur­
chase of low tension power cables, the project 
authorities had to incur extra expenditure of 
Rs. 5.86 lakhs as the quotations were valid up to 
a specified date which expired before the final 
decision on the purchase was taken. 

(vi i) Imported dumpers (16 nos.) purchased (cost 
Rs. 15.87 lakhs) for work inside the tunnel could 
not be used for the intended purpose due to exis­
tence of conditions different from those in which 
the dumpers were tested. These were declared 
(July 1975) surplus to requirements but have not 
yet (December 1978) been disposed of. The pur­
chase without proper tests and trials resulted in 
avoidable expenditure of Rs. 25.00 Jakhs (includ­
ing cost of spares). 
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Ml ISTRY OF WORKS A D H OUSL G 

42. Construction of a multi-s!orcyrd building.- The work of 
construction of a multi- tor ..:yed office building in plot J o. 35, 
King George's Avenue (now Ra_iaj i Marg). cw Delhi, was 
awarded to firm 'A' in May 1970 at 13.5 1 per cent above the 
estimated co!>t of Rs. 78.77 lakhs (total b~ ing Rs. 89.42 lakhs). 
As per the agrc~mcnt the work was to start on 30th M ay 1970 
and be compktcd by 29th September 1972; it was completed 
in June 1976 at a cost of Rs. 10 I. 17 lakhs. The increase 
(Rs. 11.75 J,1 khs) in actual expend:ture was att1<hutcd to provid­
ing pre-cast terrazo tiles instead of marble chip flooring and 
certain extra items. ln addition. R s. ·13.05 lakhs were paid 
(July 1976) on account cf an arbit ra tion award. 

The si te of work was ha nded over by the Central Public 
Works Departmwt to firm 'A' p iecemeal and it was made avail­
able complct ~ly only on 15th F ebruary 197 1, after another con­
tractor working there removed the surplus earth , i.e. nine month" 
after the commencement of work. Io terms of the agreement 
water was supplied by the department : as on labo ratory tests 
made in J anuary 1971 the water was found to be unfit for use 
in rei nforced cement concrete work. firm 'A' made its own 
arrangements ( in an ticipation of the decision of the Ministry of 
Work s and Housing to th ! effect conveyed in January 1972) for 
suitable water at si te. But as the water supply was insuRicient, 
th ~ re was slow p rogr:!ss of work. It was seen from the hind­
rance register that there was also d.!lay in supply of designs and 
drawings of var ious items of wo ·k and firm 'A· had r:!peatcd ly 
submitted representat ions on this ground to the department 
although the departmental instructions required that cumplete 
architectural and structural drawings and specification.; should 
b~ made avai lahle to the contracto-s at th~ time of inviting 
twdcrs. 

In August 1972, firm 'A' indicated its unwillingness to conti­
nu:! the: work beyond th ~ stipulat?d date (29th September 1972) 
of completion unless it was paid 60 per cent extra over the rates 

-

• 
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quoted bv it because it had suffered co nsiderable loss <:We to in­
crease in cost of material and labour consequent on delay on 
the part of the d::pa:tment in hand ing ov::r th e- site and d rnw­
ings as also inadequa te water supply. While the work was in 
progr(:SS, fi rm 'A' soull,ht arbitration in M ay 1974 for settlement 
of the d 'sputc. T h·:: arbitrnt·~ r nppointcu (August l 974) gave 
(May 1975) hi award for paym::nt of R . 14.05 lakhs with 6 
per cent interest thereon from the date of award ti ll the elate of 
pay·"'lel1! to firm 'A' in respect of work valued at Rs . 31.73 lakhs 
executed dur;ng Octobe~ 1972 to April 1974. The department 
fi led c:: petition challenging the award in the High Court of D l'!hi 
in Sep tember 1975. While the case was sub judice, firm 'A ' 
app·oachcd the M'nistry ("cptember 1975) for negotiat ions in 
regard to the amount o f awa rd. Before re Orting to negotia t;ons 
th : M in crry of Works anti Housing sought the advice of the 
M inistry d L m . '' hich, after going through the hindrance regis­
te r maint a;n :d by th.:: divi sion, came to th e con-:lusion (OeC<."m­
bcr J075) ;hat th.::rc was consicl.:::rablc delay on the part of the 
dcp"rtmcnt wh;ch d babl ::d firm ·A· from performing its contract 
according to the tim.:: sch _d ulc; the total d ::lay worked out to 2 
years and 8 months after taking into account overlappings in the 
p~r'ods of hindranc~s The Fina ncial Adviser of the Minic;rry 
while agreeing to the offer of ncgo!iations, felt (January 1976) 
that ~esponc;ibility fo r delay should be fixed and steps taken to 
a void such delays in future. Finding the case to be weak, the 
M inistry decided (January 1976) to go in for negotia tions. As a 
result of negotiations, firm 'A' agrec::d to reduction of Rs. 1 lakh 
in the amount of award, besides forgoing its claims for compen­
sat ion on account of increase in p rices due to lapsec; on the part 
o f the department for the work cx;:cutcd beyond 30th April 1974 
as well as the interest for delay in payment. No action had been 
taken (December 1978) to fix responsibili ty for delays wh ich had 
r~sulted in extra payment of R .;;. 13.05 lak.hs and to devise ways 
and means to guard against similar lapses in future. 

The Ministry stated (December 1978) that "excepting the 
design for ground floor beams and slabs .. .. . all other drawings 
were supplied to the contractor suffic iently in advance of the 
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actual requirements of work .. .. As such the question of fixing 
responsibil ity on any official of the Department does not arise". 
The fact, however, remains that the hindrance register showed 
that there was delay in the supply of designs and drawings to 
firm 'A'. 

43. Loss due to delay.-In January 1969, the Ministry of 
Shipping and Transport accorded aclministrativt: approval for 
Rs. 15.66 lakbs for the work of laying fresh layer of 3 inc;h thick 
pre-mixed bitumen concrete surface on the by-pass (12.2 Jans. 
long) connecting National H ighway No. 1 with National Highway 
No. 2 from Mall Road to Rajghat. A detailed estimate for the 
work was technicaUy sanctioned (March 1969) for Rs. 16.24 
lakhs (including departmental charges). The work was under­
taken (October 1969) for execution by the Public Works Depart­
ment of Delhi Administration. 

The work of supply of road metal (17 ,433 cubic metres) was 
awarded (October 1969) by the Executive Engineer PWD division 
No. 1, Delhi Administration to contractor 'A' at a negotiated rate 
of 55.57 per cent above the estimated cost of Rs. 3.44 Jakhs for 
completion within a period of 4 months to be reckoned from 24th 
October 1969. The work of procurmg bitumen, mixing it with 
roadmetal and laying it on road with the help of special 
plant and machinery was entrusted (October 1969) to a 

Central Public Works Division. The hire and operational 
charges of the plant and machinc·ry and actual cost 
of bitumen were to be paid by the Public Works division df Delhi 
Administration. The agreement with contractor 'A' provided a 
-special condition that if the plant capacity and performance of 
the work suffered due to inadequate load ing arrangement on his 
part, he would be liable to pay Rs. 850 for each idle day or a 
part thereof. 

Contractor 'A' supplied 9,973 cubic metres of stone grit 
against the stipulated quantity of 17,433 cubic metres up to ->-
November 1970. This quantity was accepted at reduced rates as 
the supplies were found to be below specification on the basis 
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of tests conducted. After serving 11 notices between August 
1970 and December 1970 for supply of the balance quantity of 
the material, a final notice for termination of the contract was 
issued to contractor 'A' on 18th February 1971 notifying to 11im 
the decision that supplies would be obtained through other 
agencies at his risk and cost. Contractor 'A' moved the Delhi High 
Court on 24th February 1971 and sought an injunction restrain­
ing the department from taking action to rescind the contract and 
make risk purchase. At: the request of co"ntractor 'A', the depart­
ment had also appointed an arbitrator on 27th February 1971. 
T he High Court in its judgment dated 20th April 1971 allowed 
the application of the contractor subject to hls furnishing security 
of Rs. 0 .50 lakb to safeguard Government dues as might be 
<letermined by the arbi trator. The Delhi High Court accepted a 
surety bond of Rs. 0.50 lakb furnished. by contractor 'A'. The 
department did not, therefore, implement the notice resc.inding 
the agreement of contractor 'A'. 

After inviting tenders in November 1971, the department 
entrusted the supply of the balance road metal to three other 
agencies in December 1971 at a total cost of Rs. 3.81 lakhs. In 
1hc meantime, the plant remained idle from 12th November 1970 
to 5th March 1971 as no supply of road metal was made by 
contractor 'A' ; it also remained. idle from 29th April 1971 to 
12th December 1971 due to the delay in award of work for the 
balance quantities after the High Court judgment. Total hire 
charges payable to the CPWD for these idle periods amounted 
to Rs. 4.45 lakhs and total penalty recoverable from contractor 
'A' worked out to Rs. 2.91 lakhs. 

The balance supplies were completed by May 1972 by the 
three agencies at an extra cost of Rs. 1.78 lakhs. Thus, the 
work which was to be completed within 18 months from October 
1969 (cost : Rs. 16.24 lakhs) was completed in 43 months (May 
1973) at a cost of Rs. 33.44 lakhs. 

The scope of reference to the arbitrator appointed in February 
1971 was enlarged in May 1972 to cover all disputes. The arbi­
trator resigned in May 1973 on his reversion to his parent depart-
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ment. Meanwhile, the contractor had also expired in January 
l 973 . In May 1976, the department sought legal advice 
whether action to levy compensation for delay and to recover the 
extra cost fer getting th~ balance work done through other agencies 
was legally valid. The Addi tional Legal Adviser advised (June 
1976) that no compensation and extra cost could be recovered 
from the heirs of the deceased contractor as the contract had not 
been formally rescinded. Another arbitrator was appointed in 
December 1977, who took up the reference on 18th J anuary 1978 . 
The department filed their claim for Rs. 4 .91 lakhs against con­
tractor 'A' (Rs. 2.9 1 lakhs as penalty for idle plant, Rs. J.78 
lakhs as compensation for extra cost of supplies of road metal, 
Rs. 0.34 lakh as compensation for delay and R s. 0.09 lakh as 
miscellaneous recover ies) after adj usting h is security deposit of 
R s. 0.21 lakh, on 31st J uly 1978, i.e. after the expiry of the 
srn tutory pci iod of four months for making the award. The 
contractor's legal heirs did not give their consent for extension 
of time to the department and the arbi trator closed the case in 
S.:ptcmber 1978. 

Thus the work which was required to be completed in 
18 months at an estimated cost of R s. l 6.24 lakhs was actually 
completed in 43 months at a cost of Rs. 33.44 Jakhs; and due 
to the depat tment's delay in filing the claim for Rs. 4 .91 Jakhs 
before the arbit rator, the a rbitrator closed the case in September 
1978. 

T he Ministry stated that a fresh arbitrator to adjudicate the 
departme ntal claim had since been appointed (January 1979) 
and further action in the matter could be taken after the arbitra­
tor gave his award. 

44. Exti a e::irpenditure due to delay in occupation of stflff 
quartel's.-ln November 1971 , the Ministry of Communications 
accorded ad ministrative approval for construction of 66 staff 
quarters for Overseas Communication Service (OCS) at Kalk.aji, 
New Delhi at a cost not exceeding Rs. 20.82 lakhs. The work 
(building portion ) was awarded (November 1972) by the 

-
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Centr.al Public Works Department (CPWD) to contractor 'A' 
at 65 per cent above the estimated cost of Rs. 8.23 lakhs, for 
oompletion by March 1974. The quarters were completed in 
October 1974 at a cost of Rs. 19.81 lakhs but were not banded 
over to the OCS authorities till July 1976 for occupation as 
external electrification works had not been completed by that 
time. 

The preliminary estimate for the entire work prepared in 
June 1971 p rovided R s. 0.40 lakh for external electrification 
work which included , inter alia, a provision of Rs. 0.17 lakh for 
sub-station cquipmenl, laying of high tension line and distribu­
tion of electrical supply. The Ministry of Works and Housing 
stated (.December 1978) that 'at that time the location of the 
sub-station and length of high tension line were not known to the 
Department'. A lay-out plan for the sub-station was sent by the 
CPWD to Delhi Electricity Supply Undertaking (DESU) in 
May 1973. The OCS authorities were approached by the CPWD 
in May 1973 to allot a suitable plot to DESU for setting up a sub­
station. The plot was allotted in August 1974 and made over 
to DESU in December 1974. In January 1975, DESU inform­
ed the CPWD that detailed estimate for electrification of the 
colony had been prepared for Rs. 4.83 Jakhs, out of which 
R s. 2.80 lak.hs were payable by the CPWD for service connec­
tion charges. Sanction of the OCS authorities was conveyed in 
July 1975 and payment (Rs. 2.80 lakhs) was made to DESU in 
August 1975. The electrification work was completed by DESU 
in May 1976 and the quarters were handed over to the OCS 
authorities in July 1976. The delay in providing electrical 
services to the quarters was due to (a) unrealistic provision for 
external electrifkation work in the preliminary estimate, { b) delay 
in initiating action for setting up a sub-station and (c) delay 
in providing suitable site ~d additional funds to DESU 

~as service connection charges. Had there been proper planning 
and co-ordination amongst the CPWD, DESU and the OCS 
authorities, these delays could have been avoided. The delay 
in occupation of quarters from November 1974 to June 1976 
resulted in extra expenditure amounting to Rs. 1.28 lakhs by 
sn AGCRnS-16 
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way of payment of house rent allowance and licence fee re-­
coverable from the staff. 

The Ministry of Works and Housing stated (December 1978) 
that the CPWD "initiated action with DESU well in time and 
had constantly been pursuing OCS and DESU authorities for the 
completion of the formalities for setting up of the sub-station and 
its construction, without which the occupation of quarters was 
not possible. There has, thus, been no delay or lack of co­
ordination on the part of CPWD or on the part of the Depart­
ment". 

.. 

45. Avoidable expenditure due to wrong classification :uad -. 
incorrect estimation.-"Earthwork in landscaping'' relating t.o 
construction of the Extension Building at plot No. 114, Parliament _,.,. 
Street was awarded to contractor 'A' in August 1973 at a cost 
of Rs. 1.35 lak.bs which worked out to 17.80 per cent below the 
estimated cost of Rs. 1.64 lakhs. 

The schedule of work, inter alia, included two items with 
details as under : 

Items 

2. Earthwork in excavation in the 
required pattern as per drawing 
No . DD/LS/111: 
(a) Ordinary soil 
(b) Hard soil including remanants 

of old foundations 

5. Earthwork in excavation : 

Quantities Estimated Agreed 
(in cubic rate rate 
metres) 

(Rupees per cubic metre) 

80 10 .00 10.00 

55 10.50 20 .00 

(a) Ordinarysoil 7,610 9 .65 8.00 
(b) Hard soil 5,320 JO.OS 8.00 

Except for the above descriptions, the specifications for these two 
items were similar. The Superintending Engineer (SE) while 
accepting the tender (August 1973) had stated that the quantities 
of items for which abnormally high or low rates were quoted 
should not be varied beyor.'1 the permissible limit of 25 per cent 
without prior approval of tbe competent authority. 

" 



-

-

235 

On 7th September 1973, contractor 'A' reported to the 
Executive Engineer (EE) that he had executed work to the extent 
of about 5,000 cubic metres against item 2(b) as per prescribed 
drawings. The EE pointed out to the contractor on 17th Septem­
ber 1973 that the work executed by him was covered by items 5 
and 6 (excavation in malba: rate Rs. 9 per cubic metre) of the 
agreement and not by item 2(b). Nevertheless work to the 
extent of 405.25 cubic metres aud 4,505.47 cubic metres was 
erroneously recorded in the measurement book against items 2(a) 
and 2(b) respectively and payment was made accordingly to 
contractor 'A' through four running account bills between Novem­
ber 1973 and March 1974. As the ~stimated quantity provided 
in the agreement against item 2(b) was only 55 cubic metres, 
a deviation statement was sen~ by the EE to the SE in March 
1975 for ex post facto approval. At the time of payment of the 
final bill of the contractor in December 197 5, it was found by 
the EE on scrutiny of the drawings and examination of works 
executed that quantities executed and paid for against items 2(a) 
and 2(b) needed to be ~orrectly cl'assi.fied and paid under items 
5(a) and S(b) respectively and the SE was informed in Decem­
ber 1975 that with this reclassification of work there was no 
deviation in quantities and his approval was not required. As 
a result of this reclassification o( w~rk, contractor 'A's final bill 
showed an excess payment of Rs. 0.29 lakh which he was asked 
to refund . 

•-< Contractor 'A' went in for arbitration in November 1975; 
the arbitrator gave an award of Rs. 0.26 lakh in favour of 
contractor 'A' primarily on the plea that basis of payment 
foJJowed up to sixth running l:ill should not have been unilaterally 
changed in the final bil1 . This resulted in extra expenditure of 
Rs. 0.55 lakh. 

The Ministry stated (January 1979) that the vigilance aspect 
• of the case was under examination. 

~ 46. High schedule of rates and maintenance estimates.-! n 
order to facilitate preparation of estimates as also to serve as a 
guide in settling rares for works, the departmental rules provide that 
e ach Central Public w·'.:'rlcs Division should maintain a schedule 
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of rate . In Dellii, the "Delhi schedule of rates, 1974", based 
on market rates of material and labour prevalent in 1974, was. 
being followed. 

A test-check of records connected with works for repairs 
and maintenance, awarded during 1976-77 and 1977-78 to 
contractors in 11 divisions located io Delhi, revealed that in 
322 works (estimated cost : R . 74 .11 lakbs) tenders were 
received for amounl lower than the estimated cost, based on 
the aforesaid schedule of rate~, despite the upward trend fa prices 
since 1974. The rates accepted were below the schedu1e of 
rates to the extent of 14 to f57 per cent during 1976-77 and 4 to-
70 per cent during 1977-78. Out of 322 works, in 137 works 
the tendered cost was 50 rer cent or more below the estimated 
co t and in 172 works it wa!: 25 to 49 per cem. The lower rates 
quoted by the contractor5. showed that the Delhi schedule of 
rates. 1974 was not realistic and did not serve as a correct guide 
in framing maintenance estimates and accepting tenders for such 
works. The schedule of rates, being high as compared to market 
rates, resulted also in inflated budget provision being made for 
maintenance works. The C~ef Engineer, to whom the matter 
was reported in April 1978, stated (August 1978) ~hat the 
tenders received for annual repair works were generally below 
the estimated rates and that this had been continuing for a long 
period. He added that there was a tendency on the part of the 
contractors to use the cheapest avail'able material, that the 
sup~rvision on such works had s'ome inhere'nt ' difficulties, that 
the divisions were purchasing paints and distempers direct frem 
the market and supplying them to the contractors and that this 
had improved the quality of work as well as brought up the cost 
of maintenance nearer to the estimated cost as per the schedule 
of rates. In the absence of effective supervision, as stated by 
the Chief Engineer, the possibility of substandard works being 
executed could not be niled out. 

In June 1978, the department revised the schedule of rates 
and the new schedule of rates bad been made effective from 
August 1978. A test-check coi::ducted after August 1978 revealed 
that tenders continued to be received and accepted at 30 to 
72 per cent below the revised schedule of rates. 

-
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Government stated (January 1979) that the Jow tendered 
rates for repair works couJd be due to : 

(i) wide variation of prices of items like paints and dis­
tempers manufactured by different firms though the 
departmental schedule of rates was based on cost 
of materials manufactured by renowned fi.nn ; and 
use of cheaper material by the contractors ~ough 
confonning to ISI specifications ; 

( ii) contractors producing a good finish with compara­
tively Jess or cheaper material in view of inherent 
difficulties in supervision of main tenance works ; and 

( iii) non-provision of the required standard of scaffolding 
or other labour safety precautions by the contractors. 

It would appear that maintenance works were being executed 
not according to standard specifications as there was reportedly 
a tendency on the part of contractors to use cheaper material 
due to inadequate supervision. 

47. Chief Technical Examiner.- Puxsuant to the recommenda­
tions made by the Public Accounts Committee (1953-54) in its 
E leventh Report (1st Lok Sabha) , Government decided (May 
1957) to introduce a system of concurrent administrative and 
technical review of Public Works transactions by a Chief Technical 
Examiner (CTE) whose duties were, inter alia, inspection of 
important works after completion as also during progre s for 
ensuring execution according to schedule a nd specifications, 
checking a percentage of concluded contracts for ensuring 
reasonableness of rates and checking a percentage of bills after 
payment with reference to measurement books. On the recom­
mendations of the Committee on Prevention of Corruption, the 
administrative control of the CTE was transferred to the Central 
Vigilance Commission with effect from November 1964. A 
system of intensive check of a few major works from the stage 
of sanction to estimates up to that of payment of contractors' 
bills was introduced during 1975-76 and 18 works were sub­
jected to such check up to March 1977. A review of the 



working of the organisation during the three years ending 1976-77 is given below : 

(i) rhe number of cases taken up for technical examiuation by the CTE during 1974-75 
to 1976-77 and the number of case<; commented upon were 

1974-75 1975-76 1976-77 

Exami- Commen- Percent- Exami- Commen- Percent- Examined Comrnen- Percent-
ned ted upon age ned ted upon age ted upon age 

Site examination of 
works 1.833 1.593 86.9 l ,803 1,585 87.9 1,665 l ,417 85.1 

Bills 282 89 31.6 345 133 38.5 324 58 17.9 
N 
~ 

Contract~ 228 91 39 .9 273 122 44 .7 227 64 28 .2 00 

Muster roll~ 122 50 40 .9 105 53 50. 5 75 6 8.0 

To r AL 2,465 1.823 73 .9 2,526 1,893 74.9 2,291 1,545 67 .4 

• 
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It would appear that a sizable number of cases 
examined attracted comments by the CfE. 

On the recommendations of the Public Accounts 
Committee contained in paragraph 1.134 of its 5th 
Report (1971-72: 5th Lok Sabha), Government fix­
ed (July 1971) a time limit of six months for dis­
posal of observation memos issued by the CTE. Out 
of 3,491 observation memos outstanding as in March 
1977, action on 1,875 memos was in process as at 
the end of March 1978. Out of these, 1,375 memos 
were pending over two years and the remaining 
500 were pending over one year. 

(ii) Overpayments.-In 1,113 cases, overpayments of 
Rs. 30.31 1akhs were pointed out by the CTE and 
accepted by the Central Public Works Department 
(CPWD) (including PWD, Delhi Administration) 
during the three years ending March 1977. Over­
pay men ts exceeded Rs. 10,000 each in 60 cases, 
ranged from Rs. 1,000 to Rs. 10,000 in 462 cases 
and were below Rs. 1,000 in the remaining 591 cases. 
Bulk of the overpayments (Rs. 25.86 lakhs) related 
to substandard works. 

Out of Rs. 30.31 lakbs of overpayments. 
Rs. 6.47 lakhs were outstanding for recovery as on 
31st March 1978. Government stated (January 
1979) that the aforesaid amount due for recovery 
had been reduced to Rs. 2.46 Iakhs for recovery of 
which efforts were being made. They added that 
"against total works of Rs. 227 crores executed 
during 1974-77 the overpayments detected and 
reported for recovery by the CTE were Rs. 0.30 crore. 
This comes to 0.14 per cent which is nominal". 

( iii) Disciplinary Cases.-Goveroment, while accepting 
(June 1972) the recommendations made by the 
Public Accounts Committee in paragraph 1.135 of 
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its 5th R eport (1971-72: 5th Lok Sabha) prescribed 
a time limit of six months for disposal of disciplinary 
cases agai_ost the delinquent officers as well a action 
against the contractors. H owever, out of 85 cases 
reported to the Ministry of Works, H ousing and 
Urban D evelopment by the CTE up to April 1974, 
82 cases were reported as finalised and the remaining 
three were stated to be under fi na lisation (March 
1978) . Out of 75 cases reported to Central 
Vigi lance Commission by the CTE till M arch 1977, 
49 cases were reported to have been finalised. Out 
of the remaining 26, five were stated to have been 
reported to the Central Bureau of Investigation and 
the balance 21 were still under finalisation (March 
1978). Eleven out of 2 1 cases were more than 
three years old. 

Out of 69 cases referred to the E nginecr-in­
Chief, CPWD, up to D ecember 1977 for action against 
the concerned officers, three cases remained to be 
finalised (March 1978) . Government stated (January 
1979) that out of three cases one. case had been 
fi nal ised and reported to the M inistry. 

( iv) The CTE was also conducting technical examination 
of the works of Aligru:h Muslim U niversity {1962 on­
wards), New Delhi M unicipal Committee (March 
1972 onwards) and Delhi Small Industries Develop­
ment Corporation (April l 975 onwards) . No fee 
was, however, being realised from the aforesaid bodies 
for the services rendered . 

(v) A study of a few important cases of overpayments 
pointed out by the CTE during 1974-75 to 1976-77 
revealed the followi ng irregulari ties :-

(a) In the constrnction of an underground tank and 
pump house at plot No. 118 'P' Block New Delhi, 

-

-
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it was found (February 1971) that Lhe mastic 
treatment to fl ooring (asphaltic treatment to make 
it dustless, odourless, darnpproof and waterproof) 
carried out in the tank had totalJy fai led a the tank 
was Ieaking heavily. The quality of the RCC 
work and terrazzo flooring executed was also found 
(February 1973) to be substandard . Government 
stated (January 1979) that regarding the sub­
standard execution o( mastic asphalt the di ciplinary 
aspect against the erring officers had been referred 
to Chief Engineer, Vigilance, in December 1977 
and his final decision was awaited. Nevertheless, 
the work done by the contractor was accepted by 
the Engineer-in-charge and paid for. The water­
proofing work was also sublet to a firm which was 
not on the approved list of specialists ' 'l water­
proofing. The defects, when pointed out, were got 
rectified through another agency at the risk and 
cost of the contractor at a cost of R s. 0.41 Jakh. 
A claim for this amount, when referred to an 
arbitrator, was rejected (July 1975) in a non­
speaking award. 

(b) On technical examination during 1972-73 of the 
work of construclion of Hall of Nations and Hall 
of Industries in an international trade fair (value 
of contract : Rs. 91.57 lakhs) it was obs:crved 
that the welded joints were not tested and the 
finish of RCC and exposed surfaces was poor . 
Several items of bad workmanship were also 
observed. An overpayment of Rs. 4.83 lakhs was 
assessed on that account in August 1977; the 
department, however, accepted overpayment of 
R s. 4.72 lakhs for recovery. The amount of over­
payment was about 5.2 per cent of the total contract 
value and the recovery had not been made so far 
(January 1979) due to stay orders issued by the 
Delhi High Court. 



CHAPTER V 

STORES PURCHASES 

MINISTRY OF AGRICULTURE AND IRRIGATION 

(Department of Food) 

(Army Purchase Organisation) 

48. t>urchasc of •oil hydrogenated.-Oil'. hydrogenated is pur­
cha-;ed by the:Army Purchaseprganisation (APO) of Department 
of Food fro •n suppliers registered with it ; the numberJof such 
registered supplier was 22 in 1976 and 23 in 1977. The quality of 
oil hydrogenated is governed by the standards laid down in the 
civil specifications approved by the Vegetable Oil Products Con­
troller 0f Cndia a amended from time to time and packed in 
ISI marked 18 litre square tins as indicated in ASC 
Specification No. 139. 

The following points were noticed in test-check in audit; of 
purchases of oil hydrogenated made by the APO during 1976 and 
1977 ·-

(i) In September 1975, the Army Headquarters sent an 
indent to the APO for procurement of 10,000 tonnes of oil 
hydrogenated ; 3,000 tonnes in August 1976, 3,000 tonnes in 
September 1976 and 4,000 tonnes (provisional) by November 1976. 

(a) On the basis of a cender enquiry issued by the APO on 
lst July 1976, eight contracts (on seven firms) were concluded on 
27th and 28th July 1976 for supply of 6,000 tonnes (3,600 tonnes 
by 31st August 1976 and 2,400 tonnes by 30th September 1976) 
at rates ranging from Rs. 7,285 to Rs. 7,450 (excluding ales 
tax) per tonne. 
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Six fi rms completed the supplic-; ; the seventh firm ' p·, which 
was awarded contract for 1,200 tonnes (600 tonnes at Rs. 7,315 
and 600 tonnes at Rs. 7,320 excluding sales tax per tonne) to be 
delivered by the extended delivery period till 31st October 1976, 
tendered 1,187 . 868 tonnes from 30th August 1976 to 31st October 
1976 for inspection ; out of this quantity, 297 . 11 2 tonnes were 
rejected. A quantity of 890 . 756 tonnes was tbu procured. The 
balance quantity of 309 . 244 tonnes was not supplied by firm 'P'; 
out ofthis, 300 tonnes were cancelled at the firm's risk and cost 
on 4th December 1976. Against a risk purchase tender enquiry 
issued on L8tb December 1976, four tenders were received and 
opened on 5th January 1977. The lowest rate of R s. 8,320 per 
tonne was quoted by the defaulting firm 'P' and the second 
lowest offer of Rs. 9,490 per tonne was fro m firm 'A'. 

According to the terms and conditions of the tender enquiry, 
in the case of risk purchase if the quotation of the defaulting firm 
happened to be lowest acceptable, it would be required to furni sh 
security deposit equivalent to the difference between its quotation 
and the next best quotation or 10 p er cent of the proposed contract 
value, whichever wa more, by a specified date before placement 
of the contract on it. Failing this, its offer was to be ignored and 
placement of the contract o n the next best offer was to be con­
sidered The APO. however, placed the contract on firm 'P' 
oo 15th Ja1rna ry l 977 for supply of300 tonnes of oil hydrogenated 
by L5th February 1977 at the rate of Rs. 8,320 per tonne (exclud­
ing sales tax) without obtaining security deposit of Rs. 3. 51 lakhs 
(difference between i ts quotation and the next best offer) but 
included a clause in the contract a king the firm to deposit 
ecurity of R !>. 2. 50 lakh (equivalen t to 10 per cent of contract 

value) by 25th January 1977 which was later extended to 5th Feb­
ruary 1977. The Department of Food tated (November 1978) 
that firm ' P' wa not asked to deposit the higher amount of 
R s. 3 .51 lakh~ as~securityjbecause) tj "escaped noticej purelyi in­
advertently". The firm, however,. represented even: against deposit 
of Rs. 2. 50 lakh, "tating that the security deposit of 5 per cent in 
the form of bank guarantee. a lready furni shed against the earlier 
acceptilnce or tender dated 27 th July 1976 might be adjusted 
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against this cont ract. The firm neither furni hed the required 
security deposit no r supplied the contracted quantity of oil hydro­
genated. The contract was, therefore, ca ncelled (5th March 1977) 
at the risk and co t of fi rm 'P ' . 

A risk purcha e acceptance of tender wa placed on firm 'E' 
o n 1st July 1977 for supply of 300 tonnes of oil hydrogenated a t 
Rs. 9,454 (excluding sales tax) per tonne again t the original con­
tracted rate of Rs. 7,320 (excluding sales tax) per tonne ; the supply 
was completed by fi rm 'E' in July 1977. This resulted in an 
extra expenditure of R . 6. 40 lakhs. 

After obtaining (October 1977) the advice of the Ministry of 
Law, a claim of R s. I . 70 lakbs as general damages (at 7 . 5 per 
cent of the value of 309. 244 tonnes not supplied agai nst the origi­
na l contract of 27th July 1976) and another one for Rs. 3 .40 lakhs 
on account of risk purchase loss against the second contract 
placed on I 5th January 1977 were preferred by the Department on 
firm 'P' on 16th January 1978. The firm di puted (23rd January 
1978) both the claims and the cases were referred for arbitration 
(March-April 1978). The award of the arbitrator wa awaited 
(November 1978). 

o claim for recovery of balance amount of Rs. 1 . 30 lakhs 
of extra expenditure had been preferred. The D epartment of 
Food stated (November l 978) that the origina l contract with firm 
'P ' at the rate o f R s. 7,320 per tonne bad no rela tion with the third 
contract with fi rm 'E' in which the supply was made. 

(b) T he provisional indent for4,000 tonnes of oil hydrogenated, 
required by 30th November 1976, was confirmed by the Army 
Headquarters o n 29th October 1976. On 5th November 1976, 
tenders were invited for supply of the aforesaid quanti ty by 10th 
December J 976. Eight offers for a total quantity of 2,050 tonnes 
were received at rates ranging from R s. 8.090 to Rs. 8.484 (ex­
cluding sales tax) per tonne. On 18th November 1976, the 
quotations were referred lo the Director (Va aaspati) to ascertain 
the reasonableness of the prices quoted and also the future trend 
of prices of vanaspati. The Director (Vana'>pati) stated (18th 

-
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November 1976) that the prices ofvanaspati were likely to increase 
in fhe month of November 1976 as the allocation of imported oil 
to the vanaspati factories had been reduced from 70 per cent to 
50 per cent and that it was difficult to predict any downward trend 
in future. The weekly bulletins on agricultural prices prepared 
by the Directorate of Economics and Statistics of the Ministry 
of Agriculture and Irrigation also indicated upward trend in 
vanaspati price during November 1976. Seven contracts for a 
quantity of 1,550 tonnes, at rates ranging from Rs. 8,090 to 
Rs. 8,200 (excluding sales tax) per to nne, were placed on 23rd 
November 1976 and supplies were completed by 21 st 
December 1976. The offer of firm 'J', which had quoted a rate of 
Rs. 8,484 per tonne for supply of 500 tonnes (later increased to 
800 tonnes) was ignored as it did not agree to the counter-offer 
of Rs. 8,200 per tonne. 

(ii) Another indent for 15,000 tonnes of oil hydrogenated for 
supply in three equal lots of 5,000 tonnes each by 15th December 
1976, 15th January 1977 and 15th February 1977 was sent by the 
Army Headquarters on 30th October 1976. 

(a) Against a tender enquiry issued on 5th November 1976, 
fifteen offers for a total quantity of 13,850 tonnes (later increased 
to 14,350 tonnes) at rates ranging from Rs. 8, 140 to Rs. 9,300 per 
tonne (valid up to 30th November 1976) were received and 
opened on 20th November 1976. 

A.s there were wide variations in the rates tendered, negotia­
tions were held with the firms on 29th November 1976 and as a 
·result the firms quoted revised rates ranging from Rs. 8,140 to 
Rs. 8,600 per tonne. On 1st December 1976, it was decided to 
iccept offers up to Rs. 8,500 per tonne only and ignore 
(a) 500 tonnes offered by firm 'M' at Rs. 8,550 per tonne by 

. LSth J.anuary 1977 ; and (b) 400 and 200 tonnes offered by firms 

. 'T' and 'G' respectively at Rs. 8,600 per tonne during January­
February 1977. 
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Thirteen contracts were placed on 1st December 1976 for 

1
13,250 tonnes at rates ranging from Rs. 8,140 to Rs. 8,500 (ex­
cluding sales tax) per tonne leaving a backlog of 4,200 tonnes. 

Supplies (8,950 tonnes) were completed in respect of eight 
contracts. The remaining five firms could make only partial 
supplies (2,564 tonnes) and failed to supply 1 ,736 tonnes as indi­
cated below : 

Firm 

'A' 

· ~1 · 

•N' 

Quantity not supplied 

150 tormes (out of 500 tornies) a l 
R~. 8,250 per tonne (excluding sales tax) 
75 tonnes (out of 500 tonnes) at 
Rs. 8,500 per tonne (excluding sales tax) 
400 tonnes (out of 900 tonnes) a t 
R.s. 8,250 per tonne (excluding sales tax) 

Date of delivery 

15th February 1977 

-do-

-do-

•p• 9 11 tonnes (out of 1,950 tonnes) a t 30th April 1977 
Rs.'8,340 per tonne (excluding sales tax) 

'S' 200 tonnes (out of 450 tonnes) at 15th February 1977 
Rs. 8,250 per tonne (excluding sales tax) 

The outstanding quantities (750 tonnes) against firms 'A', 
'N' and 'S' were cancelled at the risk and cost of the firms. The 
firms disputed the right of the APO to cancel the contracts at 
their risk and cost on the plea that failure to complete the supplies 
was due to reasons beyond their control, viz. non-availability of 
imported oil in time and restrictions imposed by the Government 
of Gujarat on the movement of vanaspati from that State. After 
obtaining opinion of the Ministry of Law, the contracts were 
cancelled without any financial repercussions on either side. 
These quantities were purchased from firm 'P' during July 1977 at 
the rates of Rs. 9,545 (excluding sales tax) per tonne (600 tonnes) 
and Rs. 9,445 (excluding sales tax) per tonne (150 tonnes) involving 
extra cost of R s. 9. 56 Iakhs. 

The quantity of 75 tonnes was also cancelled on 1st April 
1977 at firm 'M's risk and cost. This was re-purchased at 
Rs. 9,445 (excluding sales tax) per tonne from firm 'P' . The risk 
purchase loss of Rs. 0 . 71 la kb was claimed from firm ' M' on 
12th October 1977. The firm did not accept the claim and the 
matter was referred to arbitration on 28th March 1978. T he 
~ward of the arbitrator was awaited (November 1978). 

-
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Firm 'P', which supplied 825 tonnes against the above risk 
purchases, did not make the supply of 911 tonnes against its own 
contract of 1st December 1976 which was also cancelled on 7th 
May 1977 at its risk and cost. This was purchased from firm 'J' 
in June-July 1977 at Rs. 9,545 (excluding sales tax) per tonne 
involving an extra expenditure of Rs. 10. 98 lakhs. The Depart­
ment of Food stated (November I 978) that a claim of risk purchase 
loss to the extent of Rs. 11. 46 Iakhs was under arbitration. 

(b) Instructions were issued by the APO in September 1974 
"that risk re-purchase tender enquiries should always get prece­
dence over normal tender enquiries and efforts should be made to 
ensure that a defaulter does not, as far as possible, get a contract 
for a commodity at a higher rate while he has an outstanding 
liability/commitment for supplying the same commodity at a lower 
rate against his earlier defaulted contracts". Notwithstanding 
these instructions, firm ' P' was awarded a contract for supply of 
500 tonnes on 23rd November 1976 at the rate of Rs. 8,195 (ex­
cluding sales tax) per tonne even though it failed to supply 309. 244 
tonnes against the earlier contract of July 1976 at Rs. 7,320 (ex­
cluding sales tax) per tonne. Further, firm 'P' was awarded two 
fresh contracts for 500 tonnes and 1,000 tonnes during January 
1977 for supply by 15th February 1977 and 28th February 1977 at 
Rs. 9,300 and R s. 9,275 (excluding sales tax) per tonne respectively 
apart from the above contracts for risk purchases (825 tonnes). 
Supplies against these contracts were completed by 18th March 
1977 and 31st March 1977 respectively although agpJnst the con­
tract placed on 1st December 1976 at Rs. 8,340 per tonne, the 
firm had defaulted in delivery of 911 tonnes eveD after grant of 
extension of delivery period upto 30th April 1977. The firm also 
failed to meet its obligation against the risk purchase contract 
for 300 tonnes at Rs. 8,320 (excluding sales tax) per tonne. The 
firm, which defaulted in delivery of 309. 244 tonnes at Rs. 7 ,320 
and 911 tonnes at Rs. 8,340 per tonne, fulfilled its fresh contracts 
for the supply of 2,825 tonnes during the same period and thus 
enjoyed an additional benefit of about Rs. J 4. 5 l lakhs by its 
supplies being taken against fresh contracts. 
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(c) The backlog of 4,200 tonnes was subsequently covered in 
January 1977 at rates ranging from Rs. 8,990 to Rs. 9,330 (ex­
cluding sale tax) per tonne. Had the offers of 800 tonnes of 
firm 'J' at Rs. 8,484 (November 1976) per tonne and 500 tonnes 
at Rs. 8,550 per tonne of firm 'M', 400 tonnes and 200 tonnes at 
Rs. 8,600 per tonne of firms 'T' and 'G' respectively re­
ferred to above, not been ignored, Government would have 
avoided an extra expenditure of Rs. 14. 53 lak:hs. 

The ca_e reveals that : 

though firm 'P' defaulted repeatedly in performance of 
its contracts involving extra expenditure of Rs. 17. 38 
lakhs to Government by making risk purchases, it was 
awarded fresh contracts a t higher rates which gave it 
additional benefit of Rs. 14 . 51 lakhs ; 

due to fa ilure of firms 'A', ' M', 'N' and 'S' to effect the 
supplies (825 tonnes), risk purchase had to be made at 
extra cost of Rs. l 0. 27 lakhs ; and 

by ignoring offers of firms ' J' (800 tonnes), 'M' (500 
tonnes), 'T' (400 tonnes) and 'G' (200 tonnes) at lower 
rates and purchasing 1,900 tonnes at higher rates later, 
Government incurred extra cost of Rs. 14. 53 lakhs. 

MINISTRY OF DEFENCE 

AND 

MINISTRY OF EXTERNAL AFFAIRS 

49. Lo~s on account of inadequate packing of dicyan-
. diamide.-{a) Supply Wing of the High Commission of 
India, London, received in November 1973 and May 
1974 two indents from the Director General, Ordnance 
F actories, for procurement of 345 tonnes of dicyandiamide 
·itequired for manufacture of propellants. The Supply 
Wing issued a limited tender enquiry in February J974, 
bl111 ·t here was no response to•it. In May 1974, firm 'A' in U.K . 

. (who were agents' of firm 'B' of India, who in turn were the Indian 
agents for the manufacturing firm 'C', a British Company) offered 
to obtain quotations from their principals in India. 

\ 
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The indent required that the material was to be supplied "in 
sound, clean, dry, air-tight, sea-worthy or steel drums with suitable 
lids packages of approved pattern". However, firm 'A' offered 
to supply the material in multi-ply paper bags, adding that "while 
we do recognise that this has caused problems to the Director 
General, Supplies and Disposals in the past, we are not willing, 
under present circumstances, to offer an alternative" . 

Without ascertaining the problems that arose in the past on 
account of packing in multi-ply paper bags and without the 
approval of the indentor, the Supply Wing concluded (September 
1974) a contract with firm 'A' for supply of 345 tonnes of dicyan­
diamide @6900 Norwegian Kroners (inclusive of agency commis­
sion at 3 per cent) per tonne ; the material was to be shippetl from 
firm 'C's factory in Norway. The contract stipulated packing in 
multi-ply paper bags. The High Commission informed (Septem­
ber 1974) the indentor that no alternative packing was offered; the 
indentor neither accepted nor rejected the packing offered . 

Inspectors of the Supply Wing inspected the consignment 
(including packing) at firm's works at Odda, Norway, and ap­
proved it in December 1974 with the remarks that the material 
'be prepared for despatch'. The material (345 tonnes) was des­
patched in 7600 multi-ply paper bags, stacked on 190 pallets, in 
an Indian ship in February 1975. A survey of the landed consign­
ment in India showed (April 1975) that about 117 tonnes (34 
per cent) of the total quantity were oil soaked or stained ; abou1l 
I 7 tonnes (4. 8 per cent) of the material were in the form of sweep­
ings and about 8 tonnes (2. 5 per cent) of the material were not 
received at all. An expenditure of Rs. 15,000 was incurred on 
repacking the sweepings and the material contained in damaged , 
bags. 

The Director General, Ordnance Factories, informed the 
Supply Wing in July 1975 that 132 tonnes, which was 39 per cent 
of the total quantity of 336 .24 tonnes received, wa~ not considered 
fit for use because of oil contamination, that the paper bags in 
which the material was)acked were not strong enough to with­
stand the strain.'.of loading and unloading atthe port and that the 
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paper packing was found to be of two-ply with bitumen inside 
the layer. According to the Supply Wing, such paper bags, when 
packed on pallets and handled as a unit, would not be subject 
to the same hazards as in loose condition ; that the bags were 
of three-ply construction ; and that the cargo might have been 
contaminated with oil while in the holds of the ship. 

In au earlier indent of 1972, the Supply Wing had negotiated 
the foUowiug packing specification without any extra charge fo r 
the packing :-

"Packing will be in Paper-lined Hessian Bags made of l 0 
ounces hessian cloth with 80 grams per square metre paper 
with first class bitumen. Packing should be suitable for tran­
sit by sea and withstand handling hazards." 

In the meeting which the Supply Wing had with the firm 's 
representative on 23rd September 1974, the packing specifications 
were not discussed; the precise number of plies was not specified 
nor was it ensured during inspection that the packing would be 
suitable for transit by sea and withstand handling hazards. 

At the time of loading the material in the ship, the carriers 
noted in the bill of lading that "packing having been effected in 
paper and/or plastic bags, all the carrier's rights and immunities 
in the event of loss or damage to the goods arising by reason of the 
nature of that packing are hereby expressly reserved". The 
material was not insured in accordance with the general practice 
of not insuring Government goods. 

By reprocessing the contaminated dicyandiamide 96. 72 tonnes 
of the material were salvaged. 

The D efence authorities lodged a claim for Rs. 8.00 lakhs with 
the carrier in March 1977 made up of the foUowing :-

(i) Shortage as per Sllrvey Report 
(ii) Quantity lost in processing 
(iii) Proportional freight for the a bove 

mentioned quantity 
(iv) Cost of reprocessing 

Quantity 
(In tonnes) 

8. 49} 
35.46 

Value 
(Rupees in lakhs) 

4 .35 

0. 87 
2.78 

r 

I.... 
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The Ministry of Defence stated io December 1978 that the 
actual loss worked out to Rs. 9.05 lakhs, out of which Rs. 2 lakhs 
were recovered from the carrier in final settlement of cla im, the 
net loss being Rs. 7. 05 lakhs . 

Had the Supply Wing got the material packed suitably, 
as was done in 1972, to withstand the transit and handling hazards 
even at an extra cost, the loss could have been avoided. 

(b) Under the option clause ofan earlier contractof May 1973, 
concluded by the Director General, Supplies and Disposals, for the 
supply of 200 tonnes of the same material, the purchaser Jrnd the 
right to place a further order for an additional quantity up to 50 
tonnes at the same rates, terms and conditions during the currency 
of that contract, but before the shipment of the material. The 
proposal of the Director General, Ordnance Factories, to import 
235 tonnes of the material was cleared in June 1973. However, 
the Director General, Ordnance Factories, placed the indent on 
the Director General, Supplies and Disposals, on 20th 
August 1973. The Director General, Supplies and Disposals, 
invoked the option clause and placed an order for importing 50 
tonnes of the material on 21st September 1973. The supplier 
declined to comply with the order on the ground that the goods 
were notified for inspection on 23rd July 1973, but were inspected 
by the High Commission of India in September 1973 and that, 
therefore, the goods would have been shipped if inspection had 
been done earlier. 

Failure to act promptly to avail of the option clause soon after 
the proposal for importing the material was cleared, thus, resulted 
in a further loss of Rs. 3. 77 lakhs. 

MINISTRY OF SUPPLY AND REHABILITATION 
(Department of Supply) 

50. Purchase of chloroquine phosphate tablets.-ln April 1975, 
the Director General, Supplies and Disposals (DGSD) received 
an operational indent from the Director General, Health Services 
(DGHS) for 200 million chloroquine phosphate/amodiaquine 
hydrochloride tablets with 150 mgm. chloroquine/amodi?.quine 
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base (plain coated) for use in the National Malaria Eradication 
Programme (NMEP) during 1975-76. 

The raw material (viz. chloroquine phosphate powder) 
required for the manufacture of chloroquine phosphate 
(CP) tablets was a canalised item imported only through 
the State Trading Corporation of India {STC). There were 
also some firms in fndia which produced the raw material. 
No indication was given a bout Government assistance 
in procuring the raw material through the STC in the 
tender enquiry issued by the DGSD on 20th May 1975. 
Offers were, however, received {2nd July 1975) for supply under 
two alternatives, i.e. with request for assistance for raw material 
(rates ranging from Rs. 72. 90 to Rs. 120 per 1000 tablets) and 
without request for such assistance (rates ranging from Rs. 105. 50 
to Rs. 135 per 1000 tablets). Besides, two firms had quoted 
Rs. 4 . 99 and Rs. 10 per 1000.tablets respectively for tableting 
and packing alone. 

For supply of 200 million tablets, it was estimated by the 
DGSD that about 50 tonnes of CP powder would be required . 
The STC agreed (2nd September 1975) to allocate 30 tonnes of 
CP powder during September-November 1975 at the rate of 10 
tonnes per month and the balance 20 tonnes from December 1975 
onwards to the fi rms as recommended by the DGSD. The 
DGHS had also agreed to accept the entire supply of CP tablets 
to be prepared from powder to be supplied by the STC. Keeping 
in view the availability of the raw material from the STC at prices 
fixed by the Ministry of Petroleum and Chemicals, negotiations 
were conducted on 5th September 1975 with the tenderers who 
were asked to submit revised quotations by 6th September 1975 
separately under three alternatives, riz. for tableting and packing 
charges (raw material to be supplied by the DGSD), with supply 
of raw material by the STC and without supply of raw material 
by the STC. In the revised offers opened on 6th Sept:ember 1975 
the rates for tableting and packing charges ranged from Rs. 4 . 75 
to Rs. 15 per 1000 tablets. The rates quoted by the first six firms 
based on the second alternative ranged from Rs. 66 . 75 to 
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Rs. 76 per 1000 tablets and those based on the third alternative 
ranged from R s. 109. 90 to R s. 125 per 1000 tablets. 

The first alternative was not accepted as it would have iuvulved 
prior investment by the DGSD in supply of raw material which 
would have remained in the bands of the private individuals 
without any direct investment by them ; the offers for the second 
alternative, viz. supply without raw material assistance were on 
the high side; the DGSD, therefore, decided (27th September 
1975) to consider only offers based on supply of raw material b y 
the STC. The first three lowest offers were as under : 

Name of the firm Ra te quoted per 
l 000 tablets 

(In rupc.:~J 

'T ' 66 .75 

'M' 66.95 

'C' 70. 90 

On 12th September 1975, firm 'C' offered a special rebate of 
7 per cent for an order of 100 million tablets and a further rebate 
of 2 per cent if the quantity ordered was increased to 150 million 
tablets. Subsequently, on 9th October 1975, it agreed to allow 
a discount of 9 per cent on its quoted rate against an order for 60 
million tablets and thereby its offer became the lowest a t a net 
rate of Rs. 64. 51 per 1000 tablets. 

F irm 'C' was permitted to manufacture CP tablets under its 
manufacturing licence dated 2nd March 1974, but it was not 
marketing this item at the time of'submitting its offer on Ist July 
1975 and was not registered with the DGSD as a manufacturer of 
this particular item. The essential proforma for tenderer fo r 
drugs/medicines provided for a minimum of two years experience 
in selling the same in the market. Nevertheless, wi thout record­
ing reasons a contract (value : Rs. 51. 61 lakhs) for supply of 
80 million tablets at the rate of Rs. 64. 51 per IOOO tablet<; was 
awarded by the DGSD to firm 'C' in Octo ber 1975. 
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Firm 'T' and 'M ', two small scale units eutilled to 15 per cent 
price preference over the rates quoted by firm 'C', were also 
awarded contracts in October 1975 for 40 million tablets (value : 
Rs. 26 . 70 lakhs) and 80 mi llion tablets (value : Rs. 53 . 56 lakhs) 
respecuvely at their quoted rates. 

The a bove accepted rates were- subject lo variation n tile 
price.> of raw material to be supplied by the STC with reference to 
ib pnce of Rs. 202. 84 per kg. of CP powder at the time of tender. 
T he supplies against a ll the three contracts were to be completed 
by 51 ' I December 1975 subject to availability of raw material from 
the . TC. 

The price o f raw material was increa ed by lhe STC from Rs. 
202.~..i per kg. to R~. 276 per kg. on 6th March 1976, Rs. 400 per 
J.. g. on I :' th April 1976 and Rs. 428 per kg. from Tst Augu t 1977. 
Again<=r the agreed quantity of 30 to nnes, the STC allocated o nly 
IO. 5 tonnes of raw material by 31st December 1975 ('T' : I . 5 
t onne- : ' M' : 6 tonne and 'C' : 3 tonnes). f n regard to the short­
fall th(' STC stated (January 1976) that th.e quantity of20 tonnes 
of P rowder agreed for a llocation in September and October 
1975 ~ould not be allocated to the DGSD's contractbolderssince 
the mtimation d ated 24th October J 975 regarding award of con­
tract;. to fi rms 'T' and ' M' was received by it on 25th October 1975 
when rhe allocation orders for even October 1975 had already 
been issued to other actua l users. The STC, however, assured 
availabi lity of larger quantity of raw material in the following 
months so that the entire quantity could be released by 31 t March 
1976. 

Firm 'T" was allocated 4.;'750 tonne of raw material uplo 
February 1976 al the base price of Rs. 202. 84 per kg., but it 
lifted only 4.050 tonnes and supplied 16. 20 million tablets at the 
stipulaled rate of Rs. 66 . 75 per 1000 tablet though it could have 
supplied 19 million tablets if it had lifted the full quantity of 
4 . 750 LO unes. A further quantity of 2 tonnes (enough for manu­
facture of8 million tablets) was allocated to firm 'T' on 3rd March 
1976 at tbe base price of R s. 202. 84 per kg. but it lifred 2. 8 tonnes 
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on 15th March 1976 at the increased price of Rs. 276 per kg. 
e!Iective from 6th March 1976. Based.on the price of Rs. 276 per 
kg. of CP powder, firm 'T' was allowed the escalated rate of 
Rs. 85,77 per 1000 tablets for l l.20 mill ion tablets. Another quan­
tity of 3 .220 tonnes (enough for manufacture of 12. 88 million 
tablets) was allocated to fi rm 'T' in May 1976 @Rs. 400 per kg. 
based on which it was allowed the escalated rate of Rs. 11 8. 0l / 
119 .05 per 1000 tablets for 12. 60 milliorl tablets. If firm 'T' 
had lifted the full quantity of 4 . 750 tonne of CP powder in lead 
of 4. 050 tonnes at the base price of Rs. 202. 84 per kg., extra 
expenditure of about Rs. 0. 53 lakh would have been avoided in 
respect of 2. 80 million tablets paid for at Rs. 85. 77 instead of 
Rs. 66 . 75 per 1000 tablets. The supply was completed with.in 
the extended due date (16th July 1976). 

Firm ' M' was allocated 20 tonnes of raw material (enough for 
manufacture of 80 mill ion tablets) during October 1975-March 
l 976 at the base price of Rs. 202. 84 per kg. The last allocation 
order fo r 5 tonnes (enough for manufacture of 20 mill ion tablets) 
was is ued on 3rd March 1976 and with effect from 6th March 
1976 the price was raised to Rs. 276 per kg. Accordingly firm 'M' 
was allowed the stipulated rate of Rs. 66. 95 per 1000 tablets for 
60 million tablets and an escalated rate of Rs. 85. 25 per 1000 
tablets for the balance 20 million tablets and supply was completed 
within the extended due date (30th April 1976). 

Intimation regarding award of contract for 80 mi ll ion tablets 
to firm 'C' was sent to the STC b) the DGSD on 29th October 
l 975. Firm 'C' was a llocated 5. 5 tonne of CP powder by the 
STC during November 1975 ( l. 5 tonnes), December 1975 ( 1.5 
tonne ) and January 1976 (2. 5 tonnes) at the rate of Rs. 202 . 84 
per kg. Against these quantities lifted by it, firm 'C' supplied 
20.7 million tablets (against 22 million tablets that could be 
manufactured out of 5. 5 tonnes of powder) at tbe stipulated rate 
of Rs. 64 . 51per1000 tablets during December 1975 to May 1976 
(the delivery period having been extended by the DGSD on 1 lth 
March 1976 to 30th Apri l 1976 without auy increase in price and 
with right to recover liquidated damages as firm 'C' bad delayed 
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lifting of raw material allocated). A further quantity of 4 tonnes 
of CP powder allocated by the STC on 18th February 1976 at the 
price of Rs. 202.84 per kg. (allocation order valid up to 23rd March 
1976) was not lifted by firm 'C' due to :financial stringency and an­
other allocation:order was issued to;':firm 'C' on 15th April 1976 for 
4 tonnes at a price of Rs. 400 per kg. in lieu of the earlier one on 
the recommendation of the DGSD (6th April 1976). Firm 'C' 
lifted 1. 017 tonnes of CP powder and for recommencing further 
supply, asked (21st April 1976) for increase in price to Rs. 117.75 
for 1000 tablets based on increased price of Rs. 400 per kg. of raw 
material. The DGSD extended (4th May 1976) the delivery 
period up to 30th June 1976 subject to the condition that no 
increase in price would be allowed for supplies after 28th February 
1976. Two more allocation orders of 10. 5 tonnes of powder 
were fas ued by the STC on 7th May 1976 (2 tonnes) and 7th June 
1976 (8. 5 tonnes) at the rate of Rs. 400 per kg. but firm 'C' did 
not lift any quantity against these orders. 

On 10th May 1976, firm 'C' again asked for increased rate for 
tablets, but was informed (28th May 1976) by the DGSD that 
since increase in the price of raw material allocated on 18th 
February 1976 came into force after 28th February 1976, no 
increase in price could be allowed. Firm 'C', however, intimated 
the DGSD on 29th May 1976 that it had manufactured tablets 
out of one tonne of raw material taken by it against the allocation 
order of 4 tonnes but the same could not be tendered for inspection 
for want of amendment regarding the rate for tablets. 

On the matter being referred (9th and 25th June, 6th July and 
29th October 1976) to the Ministry of Law, they observed (24th 
and 25th June, 8th July and 6th December 1976) that firm 'C' 
could not be denied tbe increase in price after 28th February 
1976 since the DGSD had not specifically mentioned the fact of 
delay on the part of the firm in lifting 4 tonnes of raw material 
while (April 1976) authorising re-validation of allocation order 
for the raw material and also while (May 1976) extencling the deli­
very period up to (30th June 1976). The Ministry of Law was also 
of the view tbat the contract could not be cancelled at the risk and 
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cost of firm 'C' as the contract did not contain a specific stipulation 
requiring the furn to act diligently in thelmatter of procurement of 
raw material failing which the purchaser would have the right to 
cancel the contract at the risk and cost of the firm. 

Tn view of the legal advice, the DGSD allowed (22nd January 
1977) the firm escalated price of Rs. 113. 80 per I 000 tablets in 
respect of the tablets (4.275 million) manufactured out of I .017 
tonnes of raw material as also extension of time up to 31 st March 
1977. Firm 'C' offered (February 1977) to complete supply 
provided it was allowed a rate of Rs. 1J5 . 36 per 1000 tablets. 
As its performance was not satisfactory the matter relating to 
cancellation of the contract remained under the consideration of 
the DGSD till 12th July 1977 when firm 'C' sought perrn i sion to 
transfer the. contract for the balance quantity (55. 025 million 
tablets) on the same terms and conditions lo another firm 'E' at 
the rate of Rs. 114 . ?2 per 1000 tablets (inclusive of 2 per cent 
excise duty). Earlier, on 19th September 1975.firm 'E' had quoted 
in a letter rate of Rs. 63 per JOOO tablets (there being 110 offer 
from this firm against tender enquiry) subject to raw m:ilerial 
being supplied by the STC, but this offer was then ignored on the 
ground of the firm being a new entrant in the field. 

The contract for supply of the balance quantity (55. 025 million 
tablets) was approved by the Department of Supply on 10th 
August 1977 for award to firm 'E' at the rate of Rs. J 14.92 
(including excise duty) per 1000 tablets which was lower than the 
last purchase price (Rs. 116. 77) paid for the same material. In 
the meantime, the STC had increased the price of raw material 
from Rs. 400 per kg. to Rs. 428 per kg. from 1st August 1977 and 
firm 'E' wanted the rate fo r tablets to be re.fixed accordingly. 
Consequently, in the acceptance of tender (value : Rs. 65. 85 
lakhs) issued on 9th September 1977, the rate of Rs. 119. 67 per 
1000 tablets plus 2 per cent excise duty was incorporated . Firm 
'E' completed supplies by 3 lst December 1977 against stipulated 
date of 30th November 1977. 

The total extra expenditure involved in the entire supply of 
200 million tablets as compared to the originally stipulated rates 
amounted to Rs. 44. 78 lakhs ; this was mainly due to delay in 
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finalisation of purchase proposals by the DGSD and their intima­
tion to the STC for the supply of raw material to the DGSD con­
tract holders as agreed and failure on the part of firm 'C' to lift 
the raw material offered to it by the STC. Had firm 'C' lifted 
4 tonnes of raw material offered to it on 18th February 1976 at 
the original price of Rs. 202 . 84 per kg., extra expenditure of 
R <;_ 8. 58 lakh" could have been avoided. 

51. Purchase of hypodermic syringes (alJ glass). - For supply 
ofhypodermic"syringes to various:Civil!and Defence Organisations 
during the period July 1977 to June 1978, the D irector General, 
Supplies and Disposals (DGSD) issued a tender enquiry on 4th 
March 1977. Three offers (including two from the existing rate 
contract holders 'T' a11d ' P') were received, which were opened 
oo 14th April 1977. The rates quoted by the firms for the syringes 
were as under : 

Firm~ 

trnl-m.illili1re) 

T ' (without brake) 

(with brake) 

'I' (without brake) 

(with brake) 

'P' (wi thout brake) 

Rate per syringe of capacity 

2 ml. 5 ml. 10 ml. 20 ml . 

(In rupees) 

nil nil nil 

2.31 2.97 4 .02 
(2.25) (2 . 89) (3 . 93) 

'.!.45 

2.55 

2 .46 
(2. 1 S) 

2.56 
(2.25) 

3.05 

3.15 

3 . 38 
(2 .79) 

3.48 
(2. 89) 

4. 18 

4. 3 1 

4 .47 
(3 . 80) 

4.60 
(3 .93) 

nil 

6.63 
(6 .46) 

6.95 

7.08 

7.59 
(6. 33) 

7.72 
(6.46) 

(Last rate contract price~ arc given in brackets) 

On 10th May 1977, the DGSD made!counter-offcrs to firms 
'T' and 'P' to maintain their respective last rate contract prices. 

J 
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Firm 'T' agreed to thl! counter-offer on 19th May 1977, but .firm 
·p• offered {10th June 1977) revised ra tes as under: 

Size 

2ml. 
5rnl. 
IOml. 
20ml. 

Rate per syringe 

witho ut '' ith brake 
brake 

(In ru pees) 

2.30 2.40 I 
3 .17 3 .27 ·~ 
4.19 4 .32 I 
7. 12 7 .25 J 

5 per ce111 discotml 
for order of more 
than Rs. I lakh. 

The DGSD en tered into rate contract with firm 'T' on 25th 
July 1977. 

On 22nd A ugust 1977, fi rm 'P ' represented Lo the DGSD 
that the syringes offered by it were interchangeable type while 
those: offered by other suppliers were not so. On references 
( l&t September 1977) made by the DGSD to the D eputy 
A'>Sistant Directo rs General (Medical Services) (DADG) (MS), 
Government Medical Store Depots,(GMSD), .Bombay and Karn al, 
D irector General Health Services (DGHS), N ew Delhi and Direc­
tor General, Armed F orces Medical !Service (DGAFMS), New 
Ddhi enquiring whether the compo nents of the syringes offered 
by firms 'T', 'l' a11d ' P' were interchangeab le t·ype, the DGHS 
and tile DADG (MS), GMSD, Kamal intimated (13th/ 17th 
September 1977) that firm 'P' had been supplying syriugec; with 
interchangeable barrels and pistons but they had no definite 
information a bout the !syringes of the other two firms. The 
D ADG (MS), OMSD, Bombay intimated {21 st September 1977) 
that the samples of syringes manufactured by a ll the three firms 
were tried and the re ults obta ined were: 

Firm 'T' 

Syringes, th.r~e each of 10 ml. and 5 rnl. , were tested and 
found to be atisfactory except one of IO rnl. i11 wbichliquid 
drops were coming out when plunger was changed and tried 
by pressure. 

Firm 'P' 

Six syringes of 20 ml. were tested and fo und to be inter­
changeable a per speci flcatio n lS :3238-J 965. 
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Firm T 
Two syringes of 10 ml. were tested; in one, the piston 

was found loose and in the other it could not be inserted at 
all. 

In the meantime, on 17th August 1977 the DGSD received an 
ad hoc indent from the DGHS for supply of hypodermic syringes 
(all glass) 2 ml. (l,78,000 nos.) and 5 ml. (2,34,872 nos.) confor­
ming to specification IS: 3236-1965, by 31st May l978 and 30th 
November 1978 respectively. When the proposal for covering 
this indent against the rate contract! awarded (25th July 1977) 
to firm 'T' was under consideration, the DGHS advised the 
DGSD on 29th August J 977 to hold up further action as the 
specjfication for syringes was under revision. On 3rd September 
1977, the DGHS intimated the DGSD that the items might be 
covered according to speci fication IS: 3236-1965 (interchangeable). 
It was, however, not mentioned that the interchangeable syringes 
were also to conform to specification TS: 3238-1965 as stipulated 
in TS : 3236-1965 specification. 

Before floating a fresh tender enquiry, the DGSD asked 
(22nd September 1977) firms 'I' and 'T' to intimate whether the 
syringes offered by them against the tender enqui ry of 4th March 
1977 were with interchangeable pistons and barrels. Firm 'I' 
confirmed the interchangeability of its syringes. The following 
rates counteroffered (with brake) by it on 19th September 1977 
were accepted :-

Size 
2ml. 
5ml. 

!Om!. 
20ml. 

(Rs. each) 
2.15 
2 .79 
3. 80 
6 .33 

Tht: DGSD decided on L3th October 1977 to award a rate 
contract to firm 'I'. Firm 'T', whose rate had already been 
accepted on 25th July 1977, also confirmed on the 6th October 
1977 that it was manufacturing interchangeable type of syringes 
conforming to IS:i3236-L965 specification., 

Anticipa~ing that lower rates than the rate contract rates 
might be obtained in view of the large demand of the DGHS, 
tb.e dema11d for 2 ml. ( l,78,000 nos.) and 5 ml. (2,34,872 nos.) 
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syri11ges conforming to IS: 3236-1965 specification (interchange­
able type), was advertise9. on 10th October 1977 and tenders 
were to be opened on 29th November 1977. Another indent for 
10 ml. ( l,91,770 nos.) and 20ml. (61,065 nos.) syringes (IS: 
3236-1965 interchangeable type) sent by the DGHS on 3rd 
October 1977 was bulked with the tender enquiry. On 2nd 
November 1977, the DOHS desired insertion of a specific 
condition regarding submission of samples (20 nos. of each type) 
in the tender enquiry. This was done on 14th November 1977 
and the date for opening of tenders was extended to 15th 
December 1977. 

Firm 'T' informed the DGSD on 4th November 1977 that 
it would maintain its prices for the specific tender enquiry as 
per the rate contract awarded to it in July 1977. The Ministry 
of Supply and Rehabilitation (Department of Supply), however, 
stated (March 1979) that furn 'T' " later wrote another letter on 
23rd November 1977 stating that they would not be submitting 
their offer against the tender enquiry (due on 15th December 
1977)". Three other offers, including those from firms 'I' and 'P' 
were received and opened on 15th December 1977. None of the 
tenderers submitted any samples. 

The rates quoted by the four bidders were as under: 
Size of 
syringe 

2ml. 
5rnJ. 
l Oml. 
20ml . 

Rates quoted by the bidders 
(in Rs.each) 

Firm 'I' 
(provision 
for brake 
not speci­
fied) 
2.19 
2.85 
3.88 
6.46 

Firm 'T' Firm 'P' F irm 'A' 
(with (provision (provision 
brake) for brake for brake 

not speci- not speci-
fied) tied) 

2.25 2.30 2 .48 
2.89 3. 17 3.20 
3.93 4.191 
6.46 7 . 12Jnot quoted 

Discount offered 

Firm 'I' 
(i) I! per cent for 

order over Rs. 2 
lakhs but below 
Rs. 5 Iakhs. 

(ii) 2! per cent for 
o rder over Rs. 5 
lakhs but below 
Rs. 10 lakhs. 

(iii) 3 per cent for 
order over Rs. 10 
Iakhs. 

Firms 'T', 'P' and 
'A ' 

No discount 
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On 23rd December 1977, the DGHS informed the DGSD 
that, in view of lhe extraordinary demand for syringes received 
in connection wilh the cyclone in the Soulhern States and floods 
in the Northern States, action to award contracts might be taken 
on the basis of the earl ier report regarding interchangeability 
of syringes sent by the DADG (MS), GMSD, Bombay on 21st 
September 1977 and that no fresh examination of the samples 
was necessary. The DGHS also stated that, on the basis of the 
said report, the only party left in the field seemed lo be firm 'P' 
which had submitted its tender on 15th December 1977 and 
unless any other acceptable offer was received with interchangt!­
ability assured, placement of the contract on that firm might be 
considered. Accordingly, the DGSD decided (27th December 
1977) to accept the 3rd lowest offer of firm •p· regardless of the 
fact that the test report on samples of this firm covered only 
20ml. syringes of which 61,065nos. were required as against the 
requirement of 1,78,000 numbers of 2 ml., 2,34,872 numbers of 
5 ml. and 1,91,770 numbers of 10 ml. syringes:. 

The purchase decision was, thus, based on a test report 
which was not in conformity with the requirements of speci­
fication IS: 3238-1 965 layi ng down random selection of syringes 
from various lots for leakage test as specified in IS: 3235-1965. 
Besides, even according to the said test report the samples of firm 
'T' for 5ml. syringes were found acceptable but its comparatively 
lower offer was ignored. 

The acceptance of tender (value Rs. 24.58 lakhs) for supply of 
2 ml. (l,81,000 nos.), 5 ml. (2,39,872 nos.), 10 ml. (l ,95,770 nos.) 
and 20 ml. (64,065 nos.) syringes (interchangeable) was issued 
in favour of firm 'P' on 27th December 1977 and 7th Janu H f 

1978. It was stipulated that the supply should be completed by 
30th June 1978 and inspection of the stores was to be conducted 
by the DADG (MS), GMSD, Kamal although the samples had 
been tested by the DADG (MS), GMSD, Bombay. 

Although at the time of taking decision (October 1977) to 
invite fresh tenders it was considered by the DGSD that, if th~ 
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rates received were not lower, the demand could be covered 
against the rate contracts, this was not done. 

Firm 'P' , the revised offer of which was considered by the 
DGSD in June 1977 to be high for award of rate contract, had in 
December 1977 offered the same rates but deleting the earlier 
stipulation regarding 5 per cent discount on order exceeding 
Rs. one lakh. The DGSD did not, however, ask the firm to 
reduce its rate in spite of the huge order of Rs. 25.62 lakhs 
(including another indent of 29,500 syringes received in January 
1978) placed on it. The restoration of 5 per cent discount was 
also not insisted upon. Thus by accepting the higher rates 
of firm 'P' instead of the lower rates of firm 'T', Government 
would incur an extra expenditure of about Rs. 2.57 lakhs on 
completion of the order besides losing a discount estimated at 
Rs. 1.28 lakhs. 

The case reveals that: 

though rate contracts at lower rates were awarded to 
firms 'T' and 'I' in July 1977 and October 1977 respec­
tively and both had confirmed that the syringes offered 
by them were interchangeable, the order of the value 
of Rs. 25.62 lakhs was placed on firm 'P' at higher rates 
involving extra cost of about Rs. 2.57 lakhs; 

though the intention at the time of re-inviting tenders 
in October 1977 was that if the rates received were higher, 
the demand would be covered against rate contracts, 
this was not done ; and 

discount of 5 per cent earlier (June 1977) offered by firm 
'P' for order over Rs. 1 lakh was not asked for and thus 
a benefit of Rs. 1.28 Iakhs was forgone . 

52. Purchase of Sodium Amino Salicylate (SAS) granules and 
Para Amino Salicylate (PAS) tablets.- Jn September 1976, the 
Director General, Supplies and Disposals (DGSD) received an 
indent from the Director General of Health Services (DGHS) 
for procurement of 9000 kgs. of Sodium Amino Salicylate (SAS) 
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granules containing 80 per cent Sodium PAS (IP) and 60 lakh 
tablets (one gram) of Sodium PAS or Calcium B-PAS for 
State TB c]jnics and voluntary organisations. Tenders were 
opened on 5th November 1976. The first three lowest quotations 
were as under: 

Name of firm 

'B' 

' P' 

'A' 

Granules 
Rate 

(Rs. per kg.) 

78.63 

78 .81 

80.27* 

Name of firm 

'B' 

'M' 

·w· 

Tablets 
Rate 

(Rs. per 5000 
tablets) 

235 

260 

468 
(*reduced to Rs. 75.50 on 27th November 1976) 

The lowest quotations of firm 'B' for both the items were 
rejected (December 1976) because instead of IP** specification, 
the products offered conformed to NFI*"'* specification or 
contained material conforming to the latter specification. 

For Sodium PAS granules, firm 'A' (a public sector under­
taking), voluntarily reduced its rate to Rs. 75.50 per kg. on 27th 
November 1976 and thus became the lowest tenderer. This 
offer was accepted by the DGSD oo 8th December 1976. 

For Sodium PAS tablets, the second lowest offer of firm 
'M' was ignored as it had quoted for SAS tablets to USP@ speci­
fication. The third lowest offer was from firm 'W' which had 
its own branded product Benzacyl tablets (Calcium Benzoylpas 
NF. IG). Since the firm had been holding a rate contract 
for this product up to 30th September 1976 at the same rate of 
Rs. 468 for 5000 tablets, its offer was accepted by the DGSD on 
8th December 1976 without obtaining the comments of the 
indentor regarding specification which was not indicated in the 
indent. 

• • IP- Indian Phannacopoeia . 
... NFI- National Formulary of India. 
@ USP- United States Pharmacopoeia. 
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In January 1977, the DGSD received from the DGHS another 
indent fo r 9000 kgs. of Sodium PAS granules and 70 lakh 
Sodium or Calcium B-PAS tablets with specifications similar 
to those given in the ea rlier indent. Against th is inden t, tenders 
were opened on 23rd March 1977. 

The fi rst three lowest offers were as under : 

Granules Tablets 

Name of firm Rate Name of firm Rate 
(Rs . per kg.) (Rs. per 5000 

tablets) 
'N' 69 .95 'B' 360 
'B' 75 .00 'L' 425 
'A' 75.50 ' W' 468 

The fi rst two lowest offers for Sodium PAS gra nules were 
fo r the material conforming to NFL specification. The third 
lowest offer was from the same firm ' A' which had been awarded 
contract against the earlier indent. 

For Sodium PAS tablets, the lowest offer was from firm 
'ff, offer of which against the earlier inc.lent was ignored for the 
reason that it had not offered Sodium PAS con forming to IP 
specification. On both occasions the fi rm had given the same 
description of the material offered, viz. Sodium PAS tablets 
without indicating the specification to which the supplies con­
formed. This drug was covered under the Drugs (Price Control) 
Order, 1970, but firm 'B' did not enclose with its tender a copy 
of the then current price list as approved by the Ministry of 
Petroleum and Chemicals. In the letter forwarding the tender, 
firm 'B' stated " .... . . . . we wish to inform you that this is a 
special pack and hence comparable data is not available". 
The second lowest offer was from firm 'L', which offered material 
conforming to USP specification. The third lowest offer was 
from firm 'W', which quoted the same rate that had been accepted 
for the earlier indent. 

On 5th May 1977, the DGHS was asked to confirm whether 
granules containing Sodium PAS NFI against Sodium PAS IP 
would be acceptable to him and clarify whether the tablets offered 

S/7 AGCR/78-18 
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by firm 'B' (lowest) or those offered by fi rm 'W' (3rd lov .. est) 
would be acceptable to him . R eference to the second lowest 
offer of 'L' for tablets conforming to USP specification was 
omitted without assigning a ny reason. 

The D GHS, a fter ascertaining fro m the Drugs Controller 
(I ndia), informed the DGSD on 10th May 1977 that the product 
containing 80 per rt>nl Sod ium PAS granules was included m 
supplementary JP a nd not in NFI a nd that 80 per cent of 
Sodium PAS NFl was acceptable provided it conformed to 
80 per cent of Sodium PAS as included in tbe supplementary 
I P. As rega rds Sodium PAS tablets, it was intimated that since 
there was substantial d ifference in price of Benzacyl tablets 
and Sod ium PAS ta blets (one gra m), the latter could be 
acceptable. 

On 23rd/27th May 1977, the DGSD decided to accept the 
offers of firm 'A' for Sodium PAS granules under the provision 
for price p reference to the extent of 10 per cent over the lowest 
offer permissible in case of public sector undertakings and of 
firm ' B' for Sodium PAS tablets. No reference was, however, 
made to firm ' B', despite the fact that the firm 's ea rl ier offer 
for sodium PAS ta blets had been rejected by the DGSD since 
it would have used Sodi um PAS (NFJ) as raw material in 
place of Sodium PAS (IP) actually required. 

In the acceptance of tender (value: Rs. 5.04 lakhs);dated 2 lst 
June 1977 issued on fi rm 'B', for completi on of supply by August 
1977, the specificati on to which the Sodium PAS tablets were 
to conform was not spelt out. The firm informed the DGSD 
( I st August 1977) that it bad been a llowed by the Drugs Controller 
of And bra Pradesh to ma nufacture Sodium PAS tablets (one gram) 
under USP specification a nd that it had accordingly manufactured 
the tablets and offered them for inspection. Jt wanted the 
accepta nce of tender to be a mended so as to provide for supply 
according lo USP specification. T he D GSD enquired (25th 
August 1977) from the DGHS if the tablets confo rming to USP 
specificatio n would sui t his requirements. 

-

' 

-

L 



-

• 

267 

However, in the meantime by I Ith J uly 1977, firm 'B" had 
<>ffered 35 lakh tablets for inspection. On 8th September 1977, 
t he DGHS pointed out to the fnspecting Officer, under intimation 
to the DGSD, that accord ing to the terms of the accepta nce of 
tender, the PAS tablets would have to comply with the prov i ~ions 

of Drugs a nd Cosmetics Act, 1940 and the rules made thereunde r 
:as a mended from time to t ime. Under the Act, the sole sta.1dard 
for tablets Sodium PAS was as per the Indian Pha rmacopoeia 
and if the tablets offered by ' B' d id not conform to IP specification, 
they should be rejected. On this, the DGSD explained (17th 
·September 1977) to the DG HS that th:: IP specification had not 
tbeen clearly mentioned in the inden t nor was it incorporated in 
the tender enquiry. Further, the firm 's offer was recei ved \~ ithou t 

JP specification a nd the contract was concluded as per fi rm's 
tender which did not stipulate that the tablets were to conform 
to JP specification. The DGSD also stated that the matter was 
being checked up with the firm if it could supply stores conforming 
cto IP specificat ion without any financial repercussions. 

The matter was taken up with the firm by the DGSD on 20th 
September 1977. On 23rd November 1977, the firm expressed 
its inabi li ty to supply Sodium PAS tablets as per JP specification 
a t tbe approved price of Rs. 360 per 5000 tablets, but it could get 
the tablets sugar coated provided a revised price of Rs. 405 per 
.5000 tablets was paid to it. In a meeting held in the Minist ry of 
Hea lth on 7th November 1977, it was decided that since the tablets 
<l id not conform to lP specification, the order fo r further supply 
be ca ncelled. Regarding the supply already made at Hyderabad 
Depot, since it had been cla imed by the fi rm that its manufacture 
bad been permitted by the Drug Controller, Andhra Pradesh, 
the qu antity could be accepted for use in Andhra Pradesh so as 
not to be harsh on the fi rm. The unsuppl ied quantity of 35 lakh 
tablets was cancelled on 9th December 1977 wi tho ut a ny fina ncial 
repercussions on either side . 

According to the information available with the DGHS till 
October 1978, firm ' B' did not hold a valid licence to manufacture 
.Sodium PAS tablets (one gra m) for sale. The licence was iss ued 
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in Form 29 under the Drugs and Cosmetics Rules, l945, by the 
Drugs Controller a nd Food (Health) Authori ty, Andhra Pradesh. 
who permitted the firm to man ufactu re Sodium Amino Salicylate 
tablets (one gram) only for the purposes of examination, test 
or analysis at recognised analytical laboratory. But, 35 lakh 
tablets (va lue : Rs. 2.52 lakhs) delivered for sale by firm ' B' 
(April 1978) in violation of the terms of the licence held by it 
were accepted for payment in September 1978. 

The case revealed the fo llowing poi nts :-

order was- placed on firm ' B' witho ut verifying whether 
it was manufacturing the Sodium PAS tablets of the 
requi red specification ; 

neither in t he indent nor in the tender notice was any 
tipulation made regarding the Sodi um PAS or Calcium 

PAS ta blets conforming to the J P specification; 

fi rm 'W', which had supplied its own p rod uct Banzacyl 
tablets had also only claimed that its prod uct conformed 
to the NFI specification and not IP ; a nd 

even though supplies co nforming to US P specification 
had been accepted (value: Rs. 2.52 lakhs) from ' B', no 
enquiry bad been made by the DGHS to ascertain whether 
the uncoated tablets had been used and to wha t extent 
they were found to be effective. 

The Department of H ealth sta ted (October 1978) that in 
future d rugs which were included in lP or N FI would only be 
procured as per Drugs and Cosmetics Act, l 940 as a mended fro m 
time to time. 

53. Purchase of ACSR Zebra Conductors.- To cover an indent 
for supply of 650 kms. of ACSR Zebra Conducto rs, received 
fro m Baira Siu l Hydro-Electric Project (H imachal Pradesh) 
in Februa ry 1972, the Director Genera l, Supplies a nd Disposals 
(DGSD) issued a tender enquiry in Ma rch 1972. Seven offers 
(including 4 late otf!rs) were received a nd opened on J 6th May 
1972. The rates quoted by the tenderers ranged from Rs. 11,333 
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to Rs. 14,353 per km. (exclusive of excise duty and sales tax). 
As there was wide variation in the rates, negotiations were held 
with the tenderers on 18th December 1972, 5th January 1973 
a nd 21st February 1973. The contracts finally placed were as 
indicated below: 

Firm 

·x· 

•y• 

Dale of 
contract 

21-3-73 

31 -3-73 

Rate 
(per km.) 

Rs. 
12,400 

Quan ti Ly 
(in kms.) 

450 

12,351 200 

(Rs. 11 .504 (Increased 
exclusive of to 222 kms. 
excise duty on 27th March 
and sales tax) J 974) 

Remarks 

Ra te was firm exclusive 
of excise duty and sales 
tax. 
Rate was subject to 
v.iriation in prices of 
a luminium and steel 
rods up to a ceiling 
of 3 per cent of the 
quoted rate and inclu­
sive of excise duty 
and sa les tax. 

According to the terms of the contracts, the firms were to be 
assisted by the DGSD by a llocation of a luminium in their favour. 
The delivery period was, however, not linked with the allocation 
or actual receipt of aluminium. 

Firm 'X' supplied l 26 kms. of ACSR conductors up to 
November 1973 and delivery of entire quantity (450 kms.) was to 
be completed by 31st January 1974. Firm 'Y' supplied o nly 
82 kms. up to February 1974 though the entire quantity (200 km s.) 
originally required was to be delivered by 31st December 1973 
(further extended to 7th April 1974 on 7th January 1974). 

Allocation orders for 532.15 tonnes and 236.51 tonnes of 
aluminium were issued by the DGSD on Hindustan Aluminium 
Corporation Ltd. (HINDALCO) in favour of firms 'X' and 'Y' 
respectively on 17th April 1973 and 14th September 1973. 
However, HINDALCO intimated on 1st October 1973 that it 
-could not honour the allocation orders as no quantity of aluminium 
was earmarked by the Department of Mines and Metab for the 
DGSD in 1973-74. The matter was then taken up by the DGSD 
with the D epartment of Mines and Metals in November 1973. 
The latter issued (4th December 1973) instructions for release of 
50 per cent of the quantity shown in the release order. No 
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aluminium was, however, supplied to firms 'X' and 'Y' against 
the DGSD's allocation orders. 

A performance notice was served on firm 'X ' on 13th March 
1974 extending the date of delivery to 30th April 1974 and stipu­
lating risk purchase in the event of failure to supply within the 
extended period. The delivery date was further extended to 
3 l st July l 974 o n 24th April 1974 stipulating recovery of liquida­
ted damages fo r delay. A performance notice was a lso served 
on firm ·y• on 23rd April 1974 extending the date of delivery 
further to 7th July 1974 and stipulating risk purchase in the event 
of failure to supply within the extended period. 

In a meeting held in the Department of M incs a nd Metals in 
May 1974, it was decided that 50 per cent of the quantity released 
by the DGSD for L973-74 would be supplied by HINDALCO 
and adju ted o ut of excess supply against fi rms' own commercial 
quotas and that for meeting the remaining quantity, fresh a llo­
cation orders would be issued by the DGSD against a llocations 
for I 974-75. Acco rdingly fresh release orders for balance 
quantity were issued on 27th May 1974. o a luminium was, 
however, supplied by HINDALCO to firms 'X' and ' Y' against 
the D GS D quo ta . 

Government had increased the price of a luminium from time 
to time as indicated below and there was corresponding increase 
in the price of conductors : 

l ncr~ase in price or a luminium 

Da te 

23rd May 1974 
11 th Ma rch 1975 
15th J uly 1975 

Amoun t 
(Rs. per lonne) 

1572 
581 

4100 

Corresponding assessed increase 
in price of conduciors 

Firm 'X' Firm ' Y ' 
(Rs. per km.) 

* 1857 
689 

5264 

*1857 
689 

5264 

* Against this, firm •x · demanded (30th May 1974) increase of 
Rs. 1861.25 per tonne and firm ' Y' (19th June 1974) Rs. 1860.99 per 1onne 
(cha nged to Rs. 1922.34 per tonne in F ebrua ry 1975). These price increases 
were, however, no t accepted on the advice of 1he Ministry of Finance on 1he 
ground that the delivery of the s to res was no l linked with the a llocation or 
receipt of aluminium as per the contract and that in the case of firm •y· 1he 
increase exceeded 3 per cent of lhc originally quoted price. 

-
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In negotiations held (20th February 1975) by the DGSD with 
both the firms 'X ' and 'Y', firm 'X' was told that it had received 
(during 1973-74) 1015 tonnes of alwninium against its commercial 
quota of 858 tonnes (which was reduced to 429 tonnes by a cut 
imposed by the Ministry of Mines and Meta ls) and that since the 
overdrawal of aluminium by it in 1973-74 was 586 tonnes which 
were more than the to tal DGSD a llocation of 532 tonnes, there 
was no case fo r grant of any p rice increase on account of the rise 
in price of a luminium which took place in May 1974, i.e. after the 
allocation year 1973-14. Firm 'X', however, explained (February 
1975) that the decisio n regarding reduction of its commercial 
quota was communicated to it by Government towards end of the 
allocation year when it had already util ised the aluminium 
received by it against 1973-74 quota. It, however, agreed 
(February 1975) to waive its claim for increase in price on 239 kms. 
of ACSR conductors (including I 26 kms. already supplied) and 
fo r the balance 21 l k.ms. it demanded increase of Rs. I 861.25 per 
km. 

Firm 'Y' had, however, not overdrawn any aluminium. 
But it waived (February 1975) its claim for increase on 88 kms 
(including 82 kms. already supplied) and for the balance 134 kms 
demanded an increase of R s. 1922.34 per km. 

The price increases were, however, not agreed to (May 1975) 
as the delivery of stores was not linked with the receipt of alumi­
nium. Performance notices were again issued to both firms 
'X' and 'Y' on 30th M ay I 975 extending the date of delivery to 
31st August 1975, stipulating risk purchase in the event of failure 
to make the supply within the extended period. 

Both firms 'X' and 'Y' did not act on the performance notices. 

The case was referred to the Ministry of Law which opined 
(25th August 1975) that no risk purchase was permissible as the 
dates of breach in case of firms 'X' and 'Y' were 31st January 
J 974 and 7th April 1974 respectively because the extensions 
granted from time to time were neither accepted nor acted upon 
and the contracts were not cancelled within six months of their 
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breach. Negotiations were held again by the Department of 
Supply on 10th September 1975 and 8th January 1976 with firms 
'X' and 'Y' but with no result. The Ministry of Law to which 
the matter was referred again advised on 13th April 1976 that the 
contracts might be cancelled and that the purchaser would be 
entitled to claim general damages only. 

The co ntracts on firms 'X' and 'Y' were cancelled on 14th 
July 1976 and they were asked to pay general damages amounting 
to Rs. 19.92 lakhs and Rs. 9.92 lakhs respectively by 16th August 
1976. Both the firms challenged (August 1976) the claim of the 
DGSD for general damages. Firm 'X' also filed (August 1976) 
a counter-claim for Rs. 13.76 lakhs and asked for arbitration. 
The case was referred to arbitration in January 1977. On 23rd 
December 1977, the arbitrator in a non-speaking award dismissed 
the claims of both Government and firm 'X'. 

The claim of firm 'Y' was still reported to be under arbitra­
tion (Jan uary 1979). 

Orders for the cancelled quantity of 412 kms. (excluding the 
requirement of 52 kms. cancelled by the indentor on 6th January 
1977) were covered on four new firms during July 1976 to Feb­
ruary 1977 at an extra cost of Rs. 37. 17 lakhs, which was not 
recoverable from the defa ulting firms as the contracts were not 
cancelled within the prescribed period of six months to make a 
valid risk purchase. 

The case revealed : 

non-enforcement of terms of contract in time with the 
resul t that extra cost of Rs. 37.17 lakhs, which had to be 
incurred in purchase of conductors through other agencies, 
could not be recovered from the defaulting firms 'X' 
and 'Y'; and 

non-recovery of general damages of Rs. 29.84 lakhs. 

The D~partment of Supply stated (January 1979) that valid 
risk purchase could be made withi n 6 months of the breach of 
contracts a nd this would have been again subject to allocation 

-
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·Of alwniniwn for which supply position continued to be acute. 
The Department, therefore, contended that the risk purchase 
loss was only " hypothetical". The fact, however, remains, as 
also observed by the Ministry of Law (25th August 1975), that the 

·contracts were not cancelled within six months of their breach 
and, that, therefore, the risk purchase could not be made. Regard­
ing the aUocation of aluminium, the Department of Mines stated 
(December 1978) that a lump sum quantity of 5000 tonnes of 
aluminiwn was earmarked for Export Promotion Directorate, 
DGSD, Defence and Mints for 1973-74, but that the DGSD, 
Defence and Mints did not indicate their requirements of 
aluminium for 1973-74 to the DGTD in time and that, thus, the 
requirements of the DGSD for 1973-74 went by default due to 
·" lack of coordination". Further, a quantity of 5000 tonnes 
of a lwninium had been placed (May 1974) at the disposal of the 
DGSD for release against rate contracts during 1974-75. It would, 
therefore, be seen that the risk purchase loss was not "hypotheti­
cal" but real. 

54. Erection of reinforced cement concrete (RCC) lead-lined 
.tanks.- In November 1971, the Director General, Supplies and 
Disposals (DGSD) received an indent from the General Manager 

of Factory 'A' for supply, erection and testing of twenty-five 
RCC lead-lined tanks (capacity : 34 cubic metres) by April 1973 
for storing recovered sulphuric acid and waste acid. 

In response to a tender enquiry advertised o n 30th November 
1971 and opened on 18th January 1972, two late offers were 
received (January 1972). The lower offer of firm 'K ' quoting 
R s. 44,600 per tank was considered to be technically suitable 
but delivery schedule was to be settled. 

In negotiations held with firm 'K ' in the DGSD's office on 
23rd February 1972, the representative of factory 'A' confirmed 
that the foundations for the RCC tanks would be provided by 
October 1972. Firm 'K' affirmed that it would start del ivery at 
the rate of 3 tanks per month from May 1973fonwards provided 
the foundatio ns were ready by October 1972. In regard to the 
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terms of paym ent, firm' K' agreed to the following j ob-wise break­
up of the quoted price of R s. 44,600 per tank and payment in 
insta lments based thereon 

J ob Cost Instalment 
paymen t When due 

(Rs.) (Rs.) 

Construct ion of RCC 8500 
tank 

Supply of lead sheets 
(4.6 tonnes per tank at 
the rate of Rs. 6000 
per tonne including 
rolli ng of lead sheets, 
loss, etc.) 
Supply of fittings. lining 
of tanks and o ther 
labour and supervisory 
charges. 

27600") 
I 
I 
I 
~ 

8500 I 
J 

(i) 7650 After cumph::tiun u( 
(90 per cellt of RCC work 
8500) 

(ii) 850 
(10 per cent of 
8500) 

(i) 21660 
(60 per cent of 
27600 plus 8500). 

(ii) 10830 
(30 per cent of 
27600 plus 8500) 

(iii) 3610 
(l 0 per ce111 of 
27600 plus 8500) 

After handing over 
of the lead-lined 
tank to the con­
signee. 

After supply of lead 
sheets. 

After lead lining of 
the RCC rank and 
necessary fittings. 

After handing over 
of the lead-lined 
tank to the con­
signee. 

On 19th March 1972, firm 'K ', whi le confirming the points 
agreed to in the negotiations, intimated that instead of delivery 
of 3 tanks per month beginnin g from May 1973 it would complete 
R CC work in respect of a ll the 25 tanks by February 1973 and 
hand over the lead-lined tanks in two insta lments-twelve tanks 
before July 1973 and the balance before N ovember 1973. This 
change in the delivery schedule was agreed to by the DGSD 
a nd incorporated in the acceptance of tender (value : Rs. 11 . 15 
lakhs) issued o n 28th September 1972. 

T he accepted price of Rs. 44,600 per tank was based on the 
price of lead at Rs. 4,445 per tonne rul ing on the date of tender 
and was su bject to variat ion if the price of lead increased/decrea­
sed beyond 5 per cent. Io the event of Government providing 
assistance in procurement of lead, there was to be price reduction 
equal to the difference between the quoted rate of R s. 4,445 
per tonne and the ra te a t which Government provided the lead 
p lus additiona l LO per cent on this difference. 

-
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Cn April 1972 and June 1972, the DGSD took up the matter 
of supply o f 115 tonnes of lead with Minerals and Metals Trad­
ing Corporation (MMTC) and Hindustan Zinc Limited (HZL). 
On 30th August 1972, firm 'K ' also informed th.e DGSD that 
substantial imports of lead of BSS (British Standard Specifica­
tion) 334 type 'A' by MMTC were under shipment and that if 
an import licence was issued to it immediately, it woula be of 
great assistance . Since provision of foreign exchange was 
involved, firm ' K 's request fo r import licence was not considered. 
[n September 1972, MMTC agreed to give lead of99.99 per cent 
purity at the rate of R s. 4,530 per tonne as a special case subject 
to is "Uance of re lease order by the Chief Controller of Imports and 
Exports (CCIE) in favour of the receiving party. However, this 
offer was not avai led of since the DGSD had received an offer 
(July 1972) from HZL for supply of indigenous material and it 
was considered that it would not be possible to o bta in clearance 
for import from the Director G eneral , T echnical Development 
(OGTD). 

On 2nd December 1972, HZL offered to supply l 15 tonnes of 
lead to fi rm ' K ' from its ready stock at the average Eastern Meta ls 
Review (EMR) Calcutta rate quoted during the month preceding 
the month o f despatch. Firm 'K', however, informed (22nd 
December 1972) HZL that it would lift the material in four quar­
terly instalments beginning from March 1973 since the founda­
tions for the tan ks were not ready at the consignee's end . 

On 30th January 1973, firm ' K ' wrote to the DGSD that it 
had been able to arrange provisionally fo r supply of the entire 
requirement of lead from the local market at Bombay for which 
the EMR prices ruling in Bom bay on the date of supply plus 
Rs. 200 extra per tonne would be payable and sought confirma­
tion to the acceptance of this price so that it cou ld go ahead with 
the procurement. Firm 'K' also intimated that the price for lead 
quoted in Bombay open market on 15th and 22nd J anuary 
1973 was Rs. 4,700 per tonne as against that of Rs. 5,050 per 
tonne quoted in Calcutta market and that in the event of accep­
tance of its proposal, it would not require lead offered by HZL. 
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.at E MR Calcutta rate. The DGSD conveyed its acceptance to 
firm 'K's proposal on 19th February 1973 without any addition 
of Rs. 200 per tonne over EMR prices subject to the production 
·o f documentary evidence in proof oft he local purchase. Firm 'K', 
h owever, did not purchase lead and intimated the DGSD on 27th 
February l 973 that it could not commit itself to the price o f 
R s. 4,700 per tonne since the price of lead was continuously 
fluctuating. It, however, sought confirmation from the DGSD 
that the price at which it would purchase lead from the open 
market in Bombay would be acceptable to the DGSD and agreed 
.to submit a ll documents in proof of the transac tion . On 
21st March 1973, the DGSD agreed to firm 'K ' s revised 
p roposal. 

For the civil works portion of the tanks above the foundation 
level, firm ' K' had also engaged the same contractor to whom the 
Military Engineer Service (MES) had entrusted the work of 
fo undations. The contractor did nut complete the work. up to 
fo undation level by the due da te (3 1st October 1972). Consequen tly 
on 21st March 1973, firm 'K' asked for suitable amendment to 
the delivery schedule in the acceptance of tender. T he fo unda­
tions for a ll the 25 tanks were actually completed between Apri l 
and June 1973, but the R CC work above the foundation level 
was not taken up immediately since fi rm 'K' did not arrange for 
-cement in time. The release order for cement in favou r of firm 
' K ' was o btained a fter intervention by the General M anager 
-0f factory 'A' in September 1973 even though no such assistance 
was required to be provided under the terms of the acceptance o f 
tender. On 3rd September 1973, firm 'K' applied for exten ion 
in the delivery period up to 31st May 1974, but it was asked to 
accept extensio n up to 31st January 1974. 

Though firm 'K' had been permitted (February 1973) to 
procure lead at Bombay open market rate of Rs. 4,700 per tonne, 
it did not deliver any quantity of lead-sheets at work site till 
December 1973. The average EMR Bombay price for lead for 
November 1973 was Rs. 7,300 per tonne. Based on this. on 
28th December 1973, an amendment letter was issued raising 
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provi io nally the stage payment for supply of lead sheets from 
R . 21 ,660 per tank to Rs. 29,539 per ta nk and refixing the delivery 
date as 30th May 1974. 

On 12th March 1974, the General Manager of factory 'A' 
informed the DGSD that after completing lead-lining of two 
tanks, fi rm 'K' had stopped all activities and that in view of 
rising trend in price of lead, a target date be fixed by which firm 
' K ' should get a ll the Jcad required. Jn a meeting held on 8th Aprit 
1974 in the DGSD"s office, firm 'K ' agreed to accept the price 
escalation o n lead on the basis of the delivery schedule offered by 
it in an earl ier meeting held on 9th January 1974 in the followi ng 
manner:-

No. of tank~ Delivery schedule Monthly average 
agreed on 9th EMR price of lead 
January 1974 for ca lculation of price 

difference 

4 J anuary 1974 November 1973 
4 February 1974 December 1973 

6 March 1974 January 1974 

6 April 1974 February 1974 
5 May 1974 March 1974 

An amendment letter to this effect was issued on 31st May· 
1974 and simultaneously the delivery date was extended to-
31st October 1974. 

Further extensions in deli very period were}granted from time­
to time a nd fi nally it was fi xed as 30th June 1976 for 23 tanks !and 
2 lst March 1977 for the remaini ng 2 tanks with imposition of 
liquidated damages of Rs. 2,092. 

Agai nst the o riginal cost of R s. 11.15 lakhs, the payment 
that had to be made amounted to Rs. 15.35 lakhs, thus, involving 
extra expenditure of R s. 4.20 lakhs on account of price escala­
t ions on lead allowed durin g the extended delivery period. 

After completion o f lead-lining of 23 tanks, the General ' 
Manager, facto ry ' A' intimated in July 1976 that out of the totaL 
accepted qua ntity of 95.981 tonnes of lead sheets, 'K' took back 
2.675 tonnes in lead sheets, lead ingots a nd scrap leaving a totali 
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rn:r lead inp ut of only 93.306 tonnes i.e. an average of 4.06 tonnes 
per tank. Firm 'K' was paid for 4.60 tonnes of lead per lank fo r 
~ 5 ranks and thus given an unintended benefi t of R s. 0.8 1 lakh 
towards 13.5 tonnes of lead sheets not actually used . 

Tn connection with a dispute rega rding pu ri ty of lead offe red 
b y it for inspecti on, fi rm ' K' intim ated on 17th M ay 1976 that a ll 
lead in Ind ia was being obtained from MM TCand it had offe red 
-chemically pure lead obtained from MMTC. This was contra ry 
to firm's earlier co ntention that it would purchase lead a t open 
ma rket price, in consideration of which the DGSD had agreed to 
pay at EMR Bo mbay prices for lead. Since the EMR prices of 
lead were higher tha n those o f MMTC during the currency of the 
:acceptance of tender, firm ' K' got a further unintended benefit 
·of Rs. 1.53 lakhs as a part of the price escalations on lead allowed 
by the DGSD from t ime to time. I t was explained by the DGS D 
in M ay 1978 that there could be no objecti on to the payment for 
lead at EMR Bombay prices since the supply of lead to the 
firm from M MTC could no t be arranged by the Government. 
Government a lso stated (January 1979) that " adj ustment of 
prices of EMR prices have been allowed as DGSD wa nol in a 

JPOSit ion to arrange release of lead from M MTC" . 

The followi ng are the main points that emerge :-

(i) The DGSD did not make adeq uate efforts to get clearance 
from the DGTD fo r import of lead , release of fo reign 
exchange a nd procurement of lead from M MTC. 

\(ii ) Though fi rm ' K ' was permit ted (Februa ry 1973) to make 
local purchase of lead at EMR (Bom bay) price of 
Rs. 4700 per tonne, no purchase was made. Extensions of 
time were allowed from time to time till M a rch 1977 
(against o riginal stipulated date of November 1973) 
as also price escalat ions on lead were a llowed without 
insist ing on documentary proof in support of lead prices 
a nd th us resulting in extra expend iture of Rs. 4.20 lakhs. 

( iii ) Payment was made for each tank on the basis or assumed 
consumption of lea d of 4.60 tonnes per tank, while it 
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was actually 4.06 tonnes. This resulted in unintended 
benefit of Rs. 0.81 lakh to firm 'K' . 

(iv) Purchase of lead was made by firm 'K' from MMTC 
at lower prices but escalation was allowed by the DGSD 
on the basis of higher EMR prices resulting in unintended 
benefit of Rs. 1.53 lakhs to firm 'K'. 



CHAPTER VT 

FINANCIAJ, ASSISTANCE GIVEN BY GOVERNMENT 

55. (i) Loans and advances.-Details of loans and advances. 
paid by Union Government during 1977-78 <1re given in 
paragraph 14. -

(ii) Grants.- During 1977-78, Rs. 25,38.28 crores were paid 
as grants by Union Government to State and Umon Territory 
G overnments, statutory bod ies, registered and private institu­
tions, etc. as detailed below : 

(a) Grants to Sta te and Union Territory Governments : 

(i) Grants to State Governments under proviso to 
Article 275(i) of the Constitution 

(ii) Other gra nts to State Governments 

(iii) Grants to Union Territory Governments 

(b) Grants to sta tutory bodies, non-Government institu­
tions or bodies and individua ls (the details of grants 
Ministry/Department-wise are given in Appendix VI 
to the Report). 

280 

(Lakhs of rupees) 

70,96.01 

18,05,75.22 

83,98.44 

5,77,58.65 

-
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MINISTRY OF COMMERCE, CIVIL SUPPLIES AND 
CO-OPERATION 

(Department of Commerce) 

56. Tea Board 

l. lntroductory. - The Tea Board, Calcutta (hereafter 
Bonrd) was established under the Tea Act, 1953, as a corporate 
body to promote the development of the tea industry and trade. 
The Board i empowered to take specific measures in respect 
of production , improvement of quality,promotion of interest 
among grower::; and manufacturers, implementation of the 
schemes for cientific and technical research and promoting 
the consumption of tea in India a nd a broad :ind to act as the 
licensing authority for lea acreage aud tea export. The Board is 
also entrusted with the duty of registration and Licensing of the 
manufacturers, brokers, tea waste dealers and tea planters and 
collection of tea statistics. 

2. Finance, accounts and audit.-The revenue of the Board is 
mainly derived from the cess on all kinds of tea produced irtlndia, 
levied and collected under section 25 of the Tea Act, 1953. 
According to section 26 of the Act, the proceeds of the cess are 
credited to the Consolidated Fund of India and Government pay 
to the Board out of such proceeds, such sum of money as they 
think fit , after deducting the expenses on account of collection. 

The detailed particulars of the total cess collected, the esti­
mated receipt of cess by the Board and the amount released by 
Government during the years 1973-74 to 1977-78 are given 
below : 

Year 

1973-74 
1974-75 
1975-76 
1976-77 
1977-78 

S (l AGCR(lS-1' 

Estimated 
receipt of 
cess by 
the .Board 

2 

328.62 
319.55 
280.78 
301 .62 
360.82 

Total cess 
collected 

Amount 
released 
by Govern­
ment 

3 
(In lakhs of rupees) 

184.37 
195.79 
216.49 
303.10 
325.:15 

4 

195 .07 
232.65 
284.58 
266. 15 
313.36 
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The Board stated (November 1978) that it prepared its budgel 
proposals on the basis of anticipated: receipts of cess on the[esti­
mated production of tea plus the opening balance in the ccss fund 
at the beginning of the financial year 2nd tbat consequently 1he 
large difference between columns 2 and 3 had arisen. 

A summary of the receipts and payments of 1he Board forl th 
five years 1973-74 to 1977-78 is given below : 

J. Receipts 1973-74 1974-75 1975-76 1976-77 1977-78 
(In lakhs of rupees) 

(i) Opening balance 26.81 44.16 33.96 53.09 49 .97 
(ii) Cess collection 195 .07 232.65 284 .58 266. 15 31 3.36 
(iii) Other receipts 21.27 22.28 48.67 32.99 23. 52 

TOTAL: 243 . 15 299.09 367 . 21 352.23 386 .85 

II. Payments 

(i ) Administration 56.76 66.10 76. 14 84.87 82 .93 
(ii ) Tea promotion 

(a) In India 7. 10 6.98 8.65 8. 29 7.82 
(b) Outside India 107. 90 159.31 175. 48 169.08 196.64 

(iii) Research grants 18.13 21.32 25. 03 22.54 27.23 
(iv) Other items 9.10 11.42 28.82 17.48 21 .94 
(v) Closing balance 44.16 33.96 53.09 49 .97 50.29 

TOTAL: 243 .15 299.09 367 .21 352.23 386.85 

The audit of the accounts of the Tea Board has been entrusted 
to the Comptroller and Auditor General of India under'section 
20(1) of the Comptroller and Auditor General's (Du1ies. ·Powers 
and Conditions of Service) Act, 1971 and the audited accou nts 
together with the reports thereon are laid before both the H ouses 
of Parliament. The accounts up to 1976-77 have been audited and 
reports thereon submitted. 

3. Production/export performance in the Five Year Plans.­
No specific targets for production and export of tea were set for 
the first two plan periods. It was, however, anticipated that by 
the end of the 2nd Plan period, the production and export of 
tea w ould reach the level of 31 8 million kgs. and 215 million kgs. 
per annum respectively. Against these, the production actually 
achieved in 1960 was 321 million kgs . and 1he export 196 mill ion 
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kgs. Following table indicates the targets fixed and achievements 
during the Third, Fourth and Fifth Five Year Plan periods for 
production and export of tea . 

Period 

3rd Five Year Plan (per annum) 
4th Five Year Plan (per amwm) 
5th Five Year Plan 

1974-75 
1975-76 
1976-77 
1977-78 

Production 
Target Actual 

376 .5 
460.0 

478. 0 
496.0 
514.0 
532.0 

365 .0 
472 .0 

489.5 
487 . l 
512.4 
559.8 

Export 
Target Actual 

(In million Kgs.) 
240.0 197 .0 
225. 0 190.0 

228.0 225.l 
235.0 211.4 
242.0 242 .4 
225.0 219. 9 

4.0 Tea development.-The' Board has been impkmcnting 
three major schemes of financial assistance to the tea industry, 
aimed at achieving hlgher yield per unit and improvement in the,.1 

quality of tea produced. The three schemes are (I) The Tea 
Plantation Finance Scheme, (2) 1he Tea MHhir.e1) aLd Jii'ira­
tion Equipment Hire-Purchase Scheme and (3) The Tea Rcr J&;;'-i 
tation Subsidy Scheme. ·-

4.1 Tea Plantation Finance Scheme.-This scheme, introduced 
in February 1962, is operated by the Board with a revolving fund 
of Rs. 4.60 crores sanctioned by Government at 6 per ccnt inte1e7'. 
A sum of Rs. 417.88 lakhs had been drawn to the ci:d of 1977-78 
from the fund for financing the scheme. Under the scheme, the 
Board gives long term loans to the tea estates for carrying out 
replanting, replacement and/or extension of tea growing areas. 
Dibsursement of loan under the scheme has to be comrleted 
not later than 7 years from the date of drawal of the first instal­
ment and recovery has to start from the 7th year of disbursement 
of first instalment and completed in 8 years. An abstract of the 
progress of the scheme up to 31st March 1978 is given below: 

Applications received 
Applications sanctioned 
Applications pending 
Total disbursement under the scheme 
Repayments by lo:mees 
Interest on loan paid to Government 

No. Amount 
(In lakhs of 

rupees) 
510 2857.54 
274 11 47.60 

26 163. 72 
202 606 .77 

347.86 
232.73 
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Forty seven tea estates had refunded the loan in full and in all 
these cases planting was reported to have been completed. De­
tails of the progress of the scheme showing, inter alia, targets, 
achievements and sbortfalls are given below : 
Year Disbur- Achievements (in hectares) Targcl Pcrcent-

scmcnl (in age of 
(Rs. in Replan- Replace- Exlen- Totul hectares) sbort-
Jakhs) ling mcnt sion fa ll, 

1968-69 60. 14 73. 66 7. 29 731.08 812 . 03 1002 .10 18. 97 
1969-70 44.80 123.1 8 .. 509.25 632.43 1092. 17 42. 09 
1970-71 30. 10 41.53 .. 366.30 407.93 855.69 52.32 
1971-n 25.88 46.40 420 . 13 466.53 922 .52 49.42 
1972-73 14.57 170.39 14.16 526.31 710.86 1002 .84 29. 11 
1973-7.J 17 .22 40.2J 40 .23 1005 .37 95. 99 
1974-75 10.24 27.52 .. 313.95 341.47 925.74 63. 11 
1975-76 14.52 ~ (!!! ~ 228. 07 8 19 .89 72.18 

The main reasons advanced (September 1977) by the Bottrd 
for non-fulfilment of the targets were : 

the target :fixed in a p:.irticular year was to be achieved 
within the subsequent seven years and achievement was 
taken into account onlj after disbursement or 2nd 
instalment; 

in maay case applicants did not ava il of loan even 
after sanction and later the sanction had to be 
with.drawn though anticipated plantings were taken in 
the target figures; 

in many cases even on completion or planting, the achieve­
ments were taken four to six years after, i.e. on the date 
of payment of 2nd instalment ; and 

loanees had lo submit a certificate of completion of plan­
ting from a neighbouring garden manager together with 
a survey map drawn by a Government approved surveyor 
showing the actual area of planting and the year of 
planting duly supported by a statement of expenditure. 

... 

-

L 

Failure to avail of the loan after sanctfon was reportedly due 
to the inability of the applicants to execute mortgage deeds and 
the avai !ability of comparatively more advantageous loans from 
other sources. Further, it was noticed that the Board had been / 
late in introducing measures lo evaluate the progress of the scheme 

-·--.. --- - -
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and hence it was not possible to ascertain the succesi. or 
otherwise of the scheme earlier than seven years. As at the 
end of the year 1976-77, 13 tea estates (excluding the cases 
under litigation) had defo ulted in repayment of princi­
pal, interest and deferred interest to the extent of Rs. 7.97 1akhs, 
Rs. 2.1 7 la khs a nd Rs. 0.10 lakh respectively. 

4.2 Te1J. Machinery and Irrigation Equipment Hire Purchase 
Scheme.- The Tea Machinery and Irrigation Equipment Hire 
Purchase Scheme was introduced in April 1960 to provide tea 
estates and facto ries engaged in the manufacture of tea, with 
facilities for acquiri11g machinery and eq uipment used in the 
production and manufacture of tea (value not exceeding R!->. lO 
lakhs to each e tale or factory) . Under the scheme, the Board 
pays the purchase price to the supplier including the co<>t of 
transport and installation and the expenditure incurred by the 
Board is treated as loan to the estate or factory concerned and is 
subsequently recovered with interest thereon in instalments 
accord ing to the terms and conditions laid down in the scheme. 

The Board maintains a corpus of Rs. 20 crores placed by 
Government at i ts disposa l, out of which a sum or Rs . 2 .:rores 
bas been set apa rt for supply of irrigation equipment a nd 
Rs. 0.50 crore for rca packeting and bagging machines to lhi.: tea 
industry. An abstract of the progress of the scheme up to 31st 
March 1977 is i ndica tcd below : 

Applications received since in­
ception 

Applications accepted and 
amount committed 

Applications totally rejected 
Applications under con5idera1ion 
Total :1mount pa id to the s upp-

Tea machinery 

Number Amount 
(£n crorcs 

of rupce5) 

2,258 

1,382 
741 
135 

27.06 

l5.33 
9.28 
2.45 

Irrigation equipment 

umber Amount 
(ln crores 

of r!.!OOCS) 

173 

87 
79 
7 

2.32 

l 05 
I I I 
} 16 

liers of machinery and equipment 11. 73 0.85 
As at the end of September L977, court cases were pending 

for recovery of Rs. 31.54 lakhs from 19 tea estates against which 
Rs. 10.87 lakhs had been received as per interim orders of the 
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courts leaving a balance of Rs. 20.67 lakhs. The Board stated 
(October 1977) that in the nature of transactions like 
hire purchase, "it was inherent that there w ould always be some 
defaults or bad debts on account of non-realisation of dues which 
could not be escaped". The Board also stated that a default 
co mmittee had been set up to review the default cases at regular 
interva ls . 

4.3 Tea Rep/antation Subsidy Scheme.- This scheme was 
i nt roduced in October 1968 to provide incentives to the tea in­
dustry to replant the a veraged uneconomic areas out of funds 
made available by Government. It was envisaged that the scheme 
would h elp the industry in achievin g a replantation rate of 2 
per cent o f the total a rea under tea cultivation in the~country with 
newly developed plantin g materials to give higher and better 
quality yields . The subsidy under the scheme is to be dis tributed 
i il" five instalments i11 th e case of plains and six in the case of hills, 
the first instalment to be paid on completion of uproot ing and 
the last o n replanting completed within 36 months from the date 
of completion of uprooting. Up to 31st March 1977, the Board 
had app roved provisionally 1,675 a pplications fo r replanting 
14,832. 17 hectares of land, out of which sanction h ad been 
is.,ued in 1,063 cases fo r a to tal area of 8,989.88 hectares at a cost 
of R . 341.21 lakhs and subs idy o f Rs. 195.60 lakhs had been 
d i<>bursed . The progress made in replantation in respect of the 
ca->e~ fo r which su b3idy h ad been paid , as collected from the 
r.:cords of the Boa rd (February 1978) was as under : 

R epla11tatio11 Subsidy S cheme (Position as 011 28th February 1978) 
Accoun- No.of 1st No.of 2nd No. of 2nd Area 
tingyenr cases Insta l- cases lnsra l- cases lnstal- replanted 

mcnt ment menl but 2nd 
pa id- pa id- not paid- instalment 
area a rea area not pa id 

(Hectares) (Hectare~) (Hectares) (Hectares) 
I 2 3 4 5 6 7 8 

1968-69 183 1540 .35 126 990. 53 57 549. 82 539.20 
1969-70 153 13J9.91 99 839. 25 54 480.66 457 .01 
1970-71 138 1069 . 73 84 625 . 51 54 444.22 399. 14 
1971-72 121 988.31 5 1 426.90 70 561 .41 549 .77 
1972-73 129 1326.33 62 505.79 67 820. 541 F igures 
1973-74 74 798 .66 27 236 .3 1 47 562.35 not 
1974-75 13 160.46 7 52 .95 6 107 . 51 J ava ilable 

...y-
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It would appear from the above table that in resp~ct of several 
cases, the second instalment of subsidy bad not been paid and the 
Board did not obtain adequate information on!progress of imple­
mentation of the scheme fro m t ime to time, from the benefici a­
ries. 

The table below indicates th'! total area replanted during 
~uccessive years from the inception of the scheme in 1968 : 

Year 

1968-69 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 

Total a rea 
under tea 

(Lakhs of 
hectares) 

3.5 
3.5 
3 .5 
3.5 
3.6 
3.6 
3 .6 
3.6 
3.6 

Total area 
replanted 

(Hecta res) 

1.188. 68 
987 .42 

1, 11 8.96 
1,322.21 
1,109 .22 
1,090 .35 
J,220.07 
J,177 .83 
1202. 76 

Total area re-
planted under 
replantation sub-

sidyscheme 

(Hccta res) 

N il 
Nil 

55 .80 
412.95 
402 .45 
863. 39 
537 .23 
721. 97 

866.85 

lt woul.d appear from the above table that the;rate of re plan ta­
t ion achieved was far less than the target of 2 per cent (over 
7,000 hectares) of the total area to be replanted every year, despite 
the incentive offered by Government. 

Th:! B)arJ had, in its annual administrative reports fo r the 
ye.irs l n i -75, l 975-76,a :-id l 976-77, observed that the scheme had 
not evoked sufficient response in spite of 1 iberalisations introduced 
from time to time. This was reportedly mainly due to inadequacy 
of the amount of subsidy giv~n compared to the cost of replan­
tation involved a nd rem'!dial measures sponsored by the Board 
wer~ rcp.>rted to b~ under tl:u C)n;id ~ratio 11 of th~ Ministry. 

,Th! P..t'll ic A-;c)unts Commicte:: in its llSth Report ( l969 -
70-4th Lok Sabha) had sugg!s ted that the Bnard should devise 
app1 opriatc checks to safeguard against the misuse of the 
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assistance under the scheme. T he Board was advised to intensify 
inspections and also to entrust inspection to knowledgeable 
officials. The Board statedf(October 1977) that the inspections 
of the tea estates availing of su bsidy were being carried out by 
' Panel Inspection' as also by the inspection s taff of the Board, 
th at the Board's inspectors were tech nically qualified for carrying 
out sucn inspection:. and that in respect of the default ing ca!>es, 
the Board's inspecting sta ff invar iably car ried out inspect ions. 

During tes t-check, Audit had pointed out (September 1977) 
to the Board four cases in which the Board had received no re­
p orts of complet ion of replan tation wh ich were due oo different 
d ate. between Marcl1 1972 a nd F ebruary 1974. The Board 
replied (J une 1978) th at after n ot ices were issued to the pa rties 
concerned, they had refunded the amoun ts sanct ioned to 
them with interes t (R s. 0.88 lakh in a ll) and the anct ioos re­
voked . 

Ct was a lso noticed in audit that a tea company h ad been sanc­
tioned (Jw1e 1972) a subsidy o f Rs. 6.14 lakhs for replantation 
over an area of 153 hectares o ut of the total area of 432. 70 hec­
t a res owned by the company which h ad reportedly . uffered 
d amage in a hailstorm in April-M ay 1972. Discrepan cies were 
noticed between the reports furnish ed by th e com pany which 
claimed that 153.40 hectares had been uprooted by the s torm 
and the figure of 29.62 hectares reported to the Board on the 
basis of survey conducted by th e concerned State Government 
at the request of th e Board . On a demand made by the Board 
fo r refund o f the first insta lment of the subsidy, the compan y 
disputed the figure of th e State G overnment survey. The Board 
reportedf tMay 1977) that a further investigation of the case wa 
in progress . Further report on the case was awa ited (January 
1979). 

5. Research.- In terms of section 10(2) (d) of the Tea Act , 
1953, one of the primary duties of the Board is to undertake, 
a !>sist or encou rage cientific, techn ological and econom ic research . 

-
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Till 1974-75 the Board 's activities in the field of scientific 
resea rch and allied wo rk were mainly confined to providi ng grants 
to universities and oth er im.titution for undertaking research 
projects on tea. The setting up of a pilot plant for instant tea 
at Tocklai (Assam) in 1974.and a tea research centre a t Darjeeling 
under the aegis of the Board in January 1977 was a 
maj or departure from th:! ea rlier pattern. The main beneficiaries 
of the Board's grants h ave been research establishments like tbe 
Tocklai Experimental Station of the Tea Re earch Association 
(TRA) and the United Planters Association of South lnd ia 
(UPASI). 

The research grants given in favour of tea research establ ish­
ments were as fo llows :-
Year Total TRA UPASl Otbers 

research 
grants 

l 2 3 4 5 
(ln lakhs of rupees) 

1963-64 to 197'2-73 132 .30 101 .89 J8.17 12 .24 
1973-74 18.13 13 . 57 2.01 2 .55 
1974-75 2 1.32 12.81 2.00 6.51 
1975-76 25.03 20.08 2.00 2. 95 
1976-77 12.54 J7.68 2.00 2.86 
1977-78 27 .23 23.06 2.00 2.17 

Total 246 .55 189. 09 28 . 18 29.28 

An evaluation o f the work done by the TRA and UPASI 
conducted by a committee appointed by the *CSIR \"as reported 
to be under examin a tion by the CSIR th ough no copy was sta­
ted to have been received by the Board (September 1977). 

6. Promotion of Indian tea.-Promotion~ll activit ies a imed 
a t increasing ~he consumption of lea as a beverage and promoting 
the sales of Indian lea, in particu la r, in India and abroad const i­
tute the main functio ns of the Board. The aclivities in the field of 
market ing, public ity and boosting up of consumption and export 
of tea can be broadl y divided into three main spheres, viz. (i) 
internal promotion in India, (ii) generic promot ion and (iii) 
uni nat ional pro mot ion. 

*Council of Scientific and l ndustrial Research. 
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6.1 D etails of the expenditure incun-ed on tea promotipn in 
India are given below :-

1972-73 1973-74 1974-75 1975-76 J 976-77 1977-78 
(In lakhs of rupees) 

Pay of establishment 3 . 15 3 .47 5. 71 5.46 5.07 4. 95 
Allowances, honoraria, 
etc. 4.45 3.79 3.83 4.43 4 . 16 3 .99 
Other charges 5.36 6.94 7 .59 7 .43 8. 32 7.49 

Total expenditure 
(Gross) 12 .96 14 . 20 l 7. 13 17.32 17.55 16 .43 

Deduct: 
(i) Sale Proceeds of 

tea realised throu-
gh tea centres/ 
bars/ buffets 4.43 5. 78 9.21 7.97 8. 78 8.25 

(ii) Administrative 
fees realised from 
industria l centres 
etc. 1.65 1.32 0 .94 0.70 0.48 0.35 

Net total expendi ture 6.88 7. 10 6.98 8.65 8. 29 7. 83 

Ou t of the total production of lea in India, a little over fifty 
per cent is retained for internal con <;umption, the average annual 
interna l cons umption being around 250 mill ion kgs. in rec~nt 
years. 

6.2 tor pro motion of Indian tea abroad, the Board has six 
oversea(offices and three tea centres in foreign co untries. (Two 
tea centres opened in 1963 andl 1970 h ad been closed in 1970 
and 1975 respectively). Promotional gu idelines and policies are 
laid down by an export promotion committee and the Directo­
rate of Tea Promotion initiates and finalises schemes of tea 
promotion in accordance with the decisions of the export promo-
tion committee. I 

D etails of total export of tea from India in 1951-52, 1961-62, 
1971-72 an.cl three recent years are given below : 

1951-52 1961 -62 1971-72 1975-76 1976-77 1977-78 
Quantity (in mill ion 

kg5) 194.68 205 .33 214 .32 211.41 242.42 221. 52 

Valu; (in crorcs of 
rup:!eS} 93.94 122 .17 160 .92 238.29 295.25 563 .72 

-
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f he perceotage sllarc o f fodia in tile world export market 
for the ca lendar years 1951, 1961 , 1971, 1975and l976 stoodat 
44 . 96, 37. 98, 30 . 16, 29. 29 and 29. 80 respectively. During the· 
yea rs 1975 and l 976, the tota l export o f tea by India included 108 
a nd 100 million kgs. exported (about 49 a nd 43 per cent respective­
ly of to ta l quantity exported in these years) under bilateral trade 
agreements. A test-check ·in audit of export of Indian tea 
to three foreign countries revealed the following position :-

195 1 1961 1971 1975-76 19 76-77 1977-78 

Country A 

Quantity imported 
fro m India (in 
million kg>.) 125 .22 127 .78 79..t l 54.41 84 .84 59 .25 

Percenta ge to lo tal 
import o f tea 

Country B 

Quantiry imrortcd 

59 51 

fro m fndia (in 
million kg5.) 14 .83 12 .26 

Percen tage to to ta l 
import of tea 

Coul/fry C 

Q uantity imported 1 
from India (in t 

39 25 

million kgs.) 9 . 38 7 . 13 

Percentage lo total 
import of tea 49 34 

35 N.A. N.A. N .A. 

9 . 59 6. 11 12. ll 5.63 

13 N.A. N.A. N.A. 

3 .71 3. 26 3.01 2. 17 

16 N.A. N.A. N.A. 

It would a ppear from the a bove that the overa U export of 
l11JiJ n tea had, more or less, remained static over the 25 years 
even though the total tea imported by various countries had 
incre .1sed considerably and that the efforts for export promotion 
Ind ra; ulted in m1intaining genera llf the exist ing level of exports 
w ithout making any inroad into the additional demands by the 
foreign countries. In pa rticular, the export of tea to the three 
countries mentioned above show :J a declining trend. 

(N.A.=Not available). 
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The deta ils of the expenditure incurred by the Board for pro­
motion of Indian tea through its six foreign offices are given 
below : 

1971-72 1972-73 197:1-74 1974-75 1975-76 1976-77 
(In lakhs of rupees) 

Pay of officers 0.97 I. 12 0.75 1.48 1. 79 1.66 
Pay of establishment 4 .72 5.27 5.22 6. 13 7.20 7.37 
Allowances etc. 6 .26 6.46 7.08 9 . 13 10.5 1 12.77 
Other charges 87 .00 104.89 79. 05 J33. 30 128.53 137 .38 

TOTAi.. 98.95 11 7.74 92. 10 150.04 148 .03 .159.18 

Other measures undertaken by the Board for promotion of 
Indian tea relate to participation in international fairs and 
exhibitions, tea publicity in foreign countries, tea delegation 
to and from foreign countries, deputation of Board's officers 
abroad , elc. D etails of expendit11re on these activities during 
the six yea rs 1971-72 to 1976-77 are given below : 

International ex hibi-
tions, trade fa irs, 
etc. 

Tea publicity in foreign 
count ries 

Asian Fair, New 
Delhi 

Tea delegations to and 
fr~m foreign coun­
tries 

Deputation of Board's 
officers a broad 

Tea promotion through 
mobile va n in a 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 
(Cn la!.. h<> of rupees) 

1.08 1.23 0.80 I. 11 J.24 2. 18 

7.06 3.97 4 . 88 6.22 6. J3 7.33 

4.79 0.49 

0 .46 0 .50 0 .45 0 .61 I. 30 l. 11 

1.59 0.98 1.08 3.57 4.62 

foreign counlry 0 . 31 0.35 0.34 0.38 0 . 15 0. 10 
Export promotion and 

market survey in a 
foreign coun try 0. 11 4. 71 3. 77 3.47 

6.3 The tea centres. run in foreign countries by the Board, 
sell tea and snacks to Lile customers who call on them. The tea 
cenlres do n ot prepare an income and expenditure account or 
profit and loss account to find out the working results on com 
mercial principles. The financial results of the tea centres 

.. 
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computed on cash basis for the six year l97 1-72 to 1976-77 are 
given below: 

1971-72 1972-73 J 973-74 1974-75 1975-76 1976-77 
(In lakh.s of rupee>) 

Tea Cemre E 
Receipt;, 10.98 12.82 20.07 22.09 14.94 26.4() 

Expenditure 16.78 19.57 :n. 79 28.29 29.07 28.55 
Deficit(-> -5.80 - 6.75 - 3.72 - 6.20 - 14 .13 -2. 15 

Tea Ce111re F 
Receipts 9. 43 9 .1 2 8.57 8.93 10.54 13 .95 
Cxpcnditur.: L0.97 11 .26 10 .00 12.34 14 .38 21.38 
OcficiL (-) - 1 .54 - 2. 14 - 1.43 - 3. 41 - 3.84 - 7.43 

Ten CentreG 

R=ipts 3 .40 3.80 2.64 3.35 3. 76 4.43 
Expenditure 3.12 3.64 3.02 J.54 3.94 4.76 
Excess(+ )/Defici t (-l + 0.28 +0.16 - 0.38 -0. 19 -0. 18 -0.33 

Government attributed tbe losses in Tea Centre E in l975-76 
to (i) increase in rates a nd taxes, (ii) increase it1 wages of catering 
staff and (iii) adverse economic climate in the foreign country 
and those in Tea Centre F lo large rental of the premises. 

6.4 Besides the three tea centres mentioned a bove, two tea 
centres opened in June 1963 and D ecember 1970 had been 
closed in May 1970 and September 19-,5 respectively. In 
respect of the tea centre opened in D ecember 1970, foUowing: 
position wa noticed in audit. 

fo vieW of the growing importance of the Cil)' IO country 
·O' where the tea centre was opened, the Board received a 
proposal from the concerned foreign ofl1ce for opening the centre 
in October 1967. The commercial feasibility of the proposal 
was examined by engaging the services of a foreign fLrm of cater­
ing consulta11ts at a cost of Rs. 0.11 lakh and it was felt that 
the centre would bring forth adequate return so as to make itself 
self-supporting. The project repon submitted by the foreign 
consultant in July 1968 recommended a particular site for location 
of the tea centre. However, that site could not be obtained due 
to delay in issue of sancLion. Another site in the fir~t floor of a 
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buiJdjng having a floor area of 5,500 square feet (against the re­
quirement of 3,000. square feet only) was selected and the tea 
centre was opened after incurring a total expenditure of Rs. I J .47 
lakbs. The centre was, however, closed in September 1975 as 
it bad, by then, incurred a working loss of Rs. 17 .40 lakhs on 
grounds of defective loc~ tion, lack of escalator or lift facility, 
competition from a big cheaper c~ feteda situated opposite to 
the centre, heavy expenditure on wages, salary, etc. The centre 
did not maintain any stock account and assets estimated to cost 
Rs. 6 . 19 lakhswere valued at Rs. 3 .49 lakbs by a firm of auc­
tioneers in July 1975 and were disposed of in September 1975 
at Rs. 1. 19 lakhs through negotiations resulting in loss of 
Rs. 5. OO_lakhs. 

6.5 Generic promotions, the object of which is to increase 
the consumption of tea as a beverage in the world market is 
carried out through different Tea Couricils set up with the joint 
financial support of the local trade and tbe principal exporting 
countries. India has been a member of 8 such Tea Councils 
and is also a member of the International Tea Committee. A 
summary of India's contribution to the 8 Tea Councils and the 
International Tea Committee is given below : 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 

(Rupees in lak.hs) 
8 Tea Councils 23. 75 26. 79 45. 52 33. 77 48.18 35.07 
International Tea 

Committee 1.04 0 .76 0. 90 0 .85 0 .37 0 .79 

TOTAL 24 .79 27. 55 46.42 34.62 48. 55 35 .86 

The test of the success of the generic promotion is the impact 
it has had on the total consumption and the t otal per capita 
consumption of tea in the countries where the generic promotion 
is undertaken. A comparative study of the position of con­
sumption of tea in the 8 countries has, however, disclosed that 
there had been hardly any increase either in the quantity of 
tea consumed or in the consumption of tea per head . The Public 
Accounts Committee had observed in this connection in its 115th 
Report(l 969-70- Fourth Lok Sabha) that Government should 
-onduct an appraisal of the utility of the generic campa igns to 

-
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see whether these were not overemphasised to the detriment of 
uninational campaigns. Despite the above recommendation, 
the contribution by the Board for generic promotion has consider­
ably increased over the years . 

6.6 Some of the specific schemes taken up for increasing 
export of Indian te~ were examined in audit and results thereof 
are mentioned in the following paragraphs:-

(i) In country 'A ', an agreement was entered into with a 
p rivate firm 'X ' in 1969-70 with a view to increasing the 
percentage of Indian tea in its blends from 42 to 75 per 
cent. For meeting promotional expenses for increasing 
the content of Indian tea, the party was paid a sum of 
about Rs. 108 lakhs (in foreign currency) during the 
years 1969-70 to 1976-77. The proportion of content 
of Indian tea in the blends which reached the target of 
75 per cent in the years 1969-70 to 1971-72 had, however, 
come down to 51,35,51 and 55 per cent in 1976-77 in 
the four blends prepared by the par ty. 

(ii) Another firm 'Y' in the same country had been paid a 
sum of abou t Rs. 5. 08 lakhs (in foregin currency) 
between 1972-73 and 1976-77 for promoting use 
of I ndia n tea subject to the condition that the firm 
used not less than 40 per cent of Indian tea in its blends, 
the amount of subsidy being determined at a prescribed 
rate on the quantity consumed in excess of 40 per cent. 
The firm, however, failed to reach the prescribed level 
in 1972-73 and 1973-74. The agreement was revised 
in March 1976 with retrospective effect from April 1975 
whereby the firm was entitled for subsidy for every 
additional pound of Indian tea over and a bove the 
average use of India n tea in its blends between 1st 
April 1972 and 31 st March 1975. The firm used 36 .06 
per cent aga inst the average of 35 p er cent of Indian tea 
in its blends for 1975-76 and became entitled to the sub­
sidy. For 1976-77, baseline percentage came down tc> 
33. 63 per cent and no payment had been made so far 
(October 19'18). 
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(iii) In country 'B', a private firm •Z' agreed to purchase Indian 
Lea amount ing to 16.25 lakh pounds hctween l969-70 
and 197 1-72. T o popularise lnd ian tea , the Board 
agreed to supply T.V. fil ms al a co~ t of Rs. 3 lakhsper 
year for 3 years . The contract for upply of Tndian 
tea was, however, terminated in June J 97 1 due 
to high level of met hanol content in the tea produced 
and in the meantime, the Board incurred an expenditure 
of R s. 3 lakhs on production of T .V. fi lms which were 
not put to use . 

7. Other topics of interest 

7 .1 Re-imbursement of losses 011 management of tea ware­
houses.- The Board had agreed (March 1960) to guarantee 
utilisation of storage space in respecl of an existing warehouse 
as also utilisation of approximately 6 lakh square feet on a new 
warehouse proposed to be constructed by the Port Commiss ioner, 
Calcutta for storage of a ll tea belonging to estates . controlled 
directly o r indirectly by Government (Tea Board). In term<; 
of the agreement, the Port Commis ioner agreed that no fresh 
lease would be gran ted or construct ion of new private wa re­
houses be allowed without the Board's prior approva l during 
the period covered by the guarantee, i.e. up to 31 st March 1990 
in the first contingency a nd 60 years from the date of occupation 
in the second contingency. The warehouses were, h owever, 
never ful ly utilised as there were a lready a number of private 
warehou es (there were in 1976, 53 tea warehouses including 
51 private warehouses with a storage area of l 5 lakh square 
feet as against the Board's warehouses \\.ith a floor space of 
approximately 7 lakh square feet) . A committee, a ppointed by 
Government to investigate the problems of tea industry in all 
its aspect. (the Committee'. report published in N ovember 
1968), recommended that the Board should not be saddled with 
the task of controlling management and operation of tea ware­
houses. This recommendation was accepted by Government 
in toto. The management of the two public warehouses, initially 
entrusted to a private company, was transferred by the Board 
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to the Central Inland Water T ransport Cor poration (ClWTC) 
with effect from I Ith July 1972 as an interim:a rrangemenl. These 
warehouses were subsequently transferred to the Tea Trading 
Corporation (TTC) of India from 1st May 1974 and are being 
operated by th at Corporation s ince that date. AccordiPg to the 
arrangem'!nt with the Corporations, the loss, if a ny, incurred 
by the Corporations in the course of o peration o f these ware­
houses would be reimbursed by the Board o n actual bas is. 
Accordingly, the Board made payment of R s. 12. 84 lakhs to­
wards losses incurred by the CIWTC and TTC on the basis o f 
audited statements o f accounts certified by their respective 
auditors. 

8 . Summing up.- The main points that emerge are as 
follows:-

(i) The physical target fo r production of tea in rnd ia had 
been ach ieved from one Plan to a nother but the specific 
schemes taken up for improvement, in particula r the 
Tea R eplantation Subsidy Scheme , had not yielded the 
expected results. 

(ii ) De. pite the heavy expenditu re incurred on expo rt pro­
motion , (over R s . 150 la khs ann ually), the export of 
te11 has r ,•ma ined Sta tic over the years, even the low level 
of target fixed from one Plan to another had not been 
achieved and Ind ia's share in world export which stood 
at 45 per cent in 1951 had come down tQ 30 per cent 
in 1976. 

(iii) Te t-check in audit d isclosed that specific concessio ns 
for increasing export of tea had not yielded the desired 
result . 

(iv) A tea cantre was opened in country ' D' a t an unsuitable 
location and the centre had to be clo!,ed (September 
1975) after incurring total working loss of Rs. 17. 40 
lak hs a nd capital loss of R s. 5 laY.hs. 

( v) Gene1 ic promotion h ad been s ubsidised dispropor­
tionately to.the results in favour of India n tea despice 

S/7 AGCR/78-20 
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recommendation to the contrary by the Public Accounts 
Committe~ in its ! 15th R~port (4tb Lok Sabha : 1969-
70). 

(ri) The Board had under taken to reimbi;rse losses on 
management of tea warehouses since Ju ly 1972 without 
adequate study of the demand therefor and such re­
imbursement a mounted to Rs. 12 .84 lakhs up to 
September 1977. 

MINISTR Y OF EDUCATION AND SOCfAL 
WELFARE 

(Department of Education) 

57. Indian Council of Social Science Research 

1.0. Introductory. - T he Indian Council of Social Science 
Research (hereafter ICSSR) was established in December 
1968 by a resolution of Government and was registered under 
the Societies Registration Act, 1860 as an autonomous organi­
sation from !st A ugust 1969. T he main o bjects of the ICSSR 
are: 

(i) to sponsor, co-ordinate and give financial support 
to social science research programmes and projects; 

(ii) to organise and suppon training in research methodology; 

(iii) to develop and support centres for documentation 
services; and 

(iv) to administer scholarships, fellowships and awards for 
social science research by students, teacrers and other 
research workers. 

1.1 Organisational set-up.-T he ICSSR is managed by a 
Counci l which consists of a Chairman, a Member-Secretary 
and 24 members nominated by Government. It has a Policy, 

• 
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P lanning and Admi nistration Cc mmit tee to look afL; r it s policie , 
plans, administ rative and financ ia l affa irs and a R esearch Com­
m ittee o scru tin. ise aad sanct ion gran.ts fo r research pr.:>jects, 
· ubject to ru k s . regulation and orders of the Council. 

The Council h as a lso consti tuted 5 se parate standi ng 
-com mittt'es fo r dealing with matters relating to research insti­
l ut ions, docum;nta ti on services, t raining, data a rchives and 

·i nternationa l co llaborat ion. 

1.2 Rel' ie1 11 commitree.-The Memorandum o f A sociation 
of the ICSSR provid es that G overnment may appo int one o r 
more persons to revi.!w the wo rk and progress o f the CCSSR; no 
such committee had been constituted by Government so far 
(December 1978). The Counci l appointed (January 1973) a 
review committee which eva luated ( 1973) the work of the 
ICSSR durin g its first four years a nd indicated the lines on which 
the JCSSR should be developed. The Council appointed another 
.committee in September 1977 to review the work of the ICSSR 
during its first I 0 years and to make proposals for the deve lop­
ment of the work and pre grammes of the CCSSR over the next 
10 years especially durin g the Sixth Five Yea r Plan. The JCSSR 
stated (D ecember 1978) th a• the committee's report was 
.discussed by the Co uncil in December 1978. 

2. Finance, accounts and audit.- The ICSSR is financed 
mainly by grants from Government. Since inception and up 
to 315t March 1977, the rece ipts (Rs. 665. 16 lakhs) of the ICSSR 
comprised grants from Government (Rs. 595.07 lakhs), grants 
from the F ord F oundation (Rs. 50 . 78 lakhs), grants from State 
<Jovernments, etc. (Rs. 6.67 lakhs) and other recei pts (Rs. 12.64 
lakhs). Durin g the same period payments made by the ICSSR 
.amounted to R s. 66') . 30 lakhs o f which Rs. 400 . 12 lakhs were 
paid as grants for various programmes while administrative 
expenses exclud ing salaries and conti ngenc ies booked under 
individ ual activities amounted to Rs. 47. 63 lakhs. A c; ummary 
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of receipts and paymen ts of the TCSSR since its inception to 
1976-77 is given below: 

Opening ba lance 

Grants fro m Govern-

Upto 1973-74 1974-75 1975-76 1976-77 Tt:l :l l 
1972-73 

(In la i...h.; o f rup.:es) 
I .41 2. 37 4.39 6.68 

ment 1 53 . 3~ 54.50 I l l .5 1 132 .00 143.74 595.07 

Grant~ from Ford 
Fou11da1ion 

Receipts fro m other 
source-; 

TOTAL 

Payments 

14 .60 15.81 7 .26 13. • I 50 .7S 

1.69 5.78 2.67 6 .00 3. 17 19 .3 1 

155 .01 76.29 132 .36 149.65 166. 70 665. 16 

Admini•ara l io n 15. 18 6. 10 7 .43 8 .99 9.93 47 .6J 

Capi talexpenditure 7. IJ 3.22 5.40 0 .86 I. II 17.7? 

Direct expenditure on 
various ac1i vi1ics 45 .29 26. 48 30.70 28 .80 28.10 159 . .lt 

G rants disbur<;ed for 
various activi1ies 75.00 35 .03 83. I I 92.07 114 .91 400. 12 

Debt. depos it . advances. 
etc. 11 .00 3.09 I .33 12. 25 7.79 35 .46-

T OTAL 153.60 73 .92 127 .97 142 .97 161.84 660.30 

Clos ing bala nce 1.41 2.37 4 .39 6.68 4 .86 4. 86 

The accounts of the fCSSR, which is substantially financed 
by G overnment, a re audited by the Comptroller and Auditor 
General of India under section 14 of the Comptroller and 
Auditor G eneral 's (Duties, Powers and Conditions of Service) 
Act, 1971. Up to 1975-76, th~ Comptroller and Auditor General 
of India was the sole auditor of th~ accounts o f the ICSSR ; 
from 1976-77 chartered accountants _have been appointed by the 
TCSSR to audit and certify its annual accounts. The annual 
accounts for 1977-78 had not yet (December 1978) been certified 
by the chartered accountants. The audited accounts with the 
audit report thereon are laid before Pa rliament annually. 
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3. Utilisation of grants 

3. L Grants paid by Government to the ICSSR. - One of 
the conditions attached to grants released by Government to 
the JCSSR is that after the close of the financial year and, in 
any case, not later than 30th June of the following year, a n audited 
statement of accounts along with a certificate that the grants had 
been utilised for the purpose for which they were sanctioned 
should be sent to Government. The ICSSR had not , however, 
furnished to Government any utilisation certificate since its 
inception (1969). The ICSSR stated (December 1978) that 
the certificate had not been furnished as it would be i a mere 
formality and that until the ICSSR received certificates of utili­
sation of grants paid by it, it could not really issue a utilisation 
certificate. 

3.2 Grants paid by the ICSSR.- Grants disbursed by the 
ICSSR during 1969-70 to 1976-77 for various purposes to research 
institutions and individuals amounted to Rs. 400 .12 lakhs. To 
keep a detailed account of each grant paid by the lCSSR, the 
rules prescribe the maintena nce of a regi ster of grants-in-aid 
which, among other things, should indicate at any time the latest 
position a bout the receipt of audited statements of accounts from 
the grantees. Jn December 1971 , Government directed the 
ICSSR to watch the t imely receipt of utilisation cert ificates from 
the gra ntees and to furnish quarterly progress reports. A test­
check in audit of the relevant records of the ICSSR. however, 
disclosed that : 

- the ICSSR had not maintained registers to watch utili­
sation of grants amounting to Rs. 24 . 52 lakhs paid to 
regional centres or in respect of amounts disbursed as 
study grants ; 

though the release of grants in instalments was condi­
tional on satisfactory progress, the JCSSR did no t watch 
regular receipt of the prescribed six-monthly progress 
reports and the relevant columns in the registers had 
not been filled in ; 
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- there was no system of recording u tilisation or issue 
of utilisation certificates by the grants sanctioning branch 
of the ICSSR to its accoun ts branch ; 

- the columns provided to record the receipt o f a udited 
accounts along with the utilisation certificates had 
generally not been filled in the case of grants paid (Rs. 
45 . 84 lakhs) for t raini ng programmes, documentation 
a nd bibliographical S•:!rv1ces, publications and other 
programmes; 

- in cases where the columns had been entered , the amount 
for which util isation certificates had been received and. 
the amount for which these \\ere outstanding bad not 
b<!en worked out a nd the pos ition not reviewed; and 

the quarterly reports furni shed by the ICSSR to Govern­
m'!nt in response to th'! ir d irections o f December 1971 
indicated the position in respect o f completed projects. 
fellowship terms etc . only a nd thi s return did not cover 
grants to research institutions fo r m aintenance and. 
development (R s. 131.26 lakhs up to 1976-77) ; according 
to this return furni shed in M ay I 978 utilisation certi­
ficates had been received fo r R s. 29. 86 lakhs only out 
of the balance of gra nts of R s. 268 . 86 la khs. 

The ICSSR stated (December 1978) that : 

- efforts would be made to bring all the registers 
up to date by 31st March 1979 ; 

- it checked all grants sanctioned " from different point 
of v iew" including those of audited accounts and utili­
sation certificates at the time of preparati on of final 
report and submission of quarterly reports to Govern­
ment ; 

- the information furnished to Government covered only 
a small fraction of the total grants for several reasons, 
the most important being the fact that the grantee 
institutions were themselves late in furnishing infor­
mation to it; and 
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- immediate steps were being taken to streamline this 
work within the ICSSR itself but progress could only 
be slow until the problems in the grantee institutions 
were overcome. 

4. Grants to research institutions.-The ICSSR disbursed 
Rs. 13 l. 26 Iakhs as maintenance and development grants to 
14 research institutions during 1974-75 to 1976-77. Each grantee 
institution was required to maintain an account of assets created 
out of the financial assistance and furnish a certificate annually 
to the ICSSR in a prescribed form to the effect that proper 
accounts of assets had been maintained and that the assets had 
been utilised for the purpose for which assistance was given and 
had not been encumbered or disposed of. Though assets valued 
at Rs. 10. 12 lakhs were held by 8 institutions on 31st March 
1977, the receipt of the certificates was not ensured by the 
ICSSR; only two out of 8 institutions had furnished the certi­
ficates one for the year 1974-75 and another for the year 
1975-76. The ICSSR stated (December 1978) that there had 
been remissness in the discharge of this responsibility by the 
research institutions and that steps were being taken to remedy 
the situation in this regard. 

Another condition of assistance was that the institution 
should submit an achievement-cum-performance report to the 
ICSSR at the close of every year. Of the 14 institutions, which 
were given grants during 1974-75 to 1976-77, none had submitted 
achievement-cum-performance reports, while 4 had submitted 
annual reports for the year ending March 1976, one for the year 
ending March 1975 and one for the year ending March 1974. 
The ICSSR stated (December 1978) that it had been trying to 
discharge its responsibility in this regard through a number of 
devices such as the standing committees on research institutions, 
visits by the Chairman and Member-Secretary, quinquennial 
visiting committees etc. 

5. Research projects 

5.1 Progress of completion of projects.-The ICSSR released 
Rs. 131.29 lakhs up to 31st March 1977 as grants for research 
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projects in social sciences comprising 15 disciplines. The rules 
for the research grants provide that the exact number of projects 
sanctioned to an institution would depend upon the strength 
and quality of its staff, the facilities available and its past per­
formance in research and that excluding sponsored projects, 
not more than 2 projects would be sanctioned ordinarily at 
a time to a university department and not more than 5 to an 
institution. Further, an individual was entitled to take up only 
one research assignment at a time. A test-check in audit 
showed that two universities D a nd J had been sanctioned 26 
and 33 projects respectively up to 31st March 1977; of these, 
4 departments of university D and 5 of university J had been 
sanctioned more than two projects each. Out of the projects 
sanctioned to these 2 universities, 14 and 25 projects respectively 
remained incomplete on 31st December 1978. The test­
check also disclosed that as on 3 l st March 1978, 11 projects 
sanctioned in 1970-71(1), 1971-72(3), 1972-73(1), 1975-76(2) 
and 1976-77( 4) were pending with four project directors (2 each 
and one project director (3). The ICSSR stated (December 
1978) that this rule was meant only for broad guidance and was 
not mandatory. 

The rules require that report on the research project should 
be submitted by the project di rector within 3 months of its 
completion; and the report so received is referred to an 
external consultant, in accordance with whose comments 
the report is either accepted by the research committee of the 
ICSSR or returned to the project director for revision. A 
committee appointed by the Council in June 1977 to evaluate 
research promotional policy reported that out of 303 project 
reports received till D ecember 1977, 274 were received after the 
due date with delays ranging from 1 to 5 years. The committee 
which evaluated 168 out of the 303 research project reports found 
that only 115 reports had been accepted by the ICSSR in the 
original form and that 61 accepted reports could not be considered 
to be satisfactory. 

A test-check of records in audit relat ing to 58 of the 71 re­
search projects sanctioned by the ICSSR in 1974-75 showed that 
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none of the projects had been completed within the stipulated 
period. Out of the 24 projects completed up to May 1978, 15 
were completed 1 to 26 months after expiry of the extension of 
time given for the project \\hile no extension was sought in 
the remaining 9 projects for delays ranging from 5 to 26 months. 
Out of 23 reports received in respect of tbe completed projects 
(in one case no report was required to be submitted), 10 bad 
been accepted, 4 "'ere pending (May 1978) with con~ultauts for 
1 to JO months and 9 were required to be revised. Further, 
as already observed in sub-paragraph 3 .2, the receipt of 
six-monthl y progress reports to be submitted by the project 
·directors had not been watched by the lCSSR. 

Of the 34 projects remaining incomplete, in 17 projects no 
requests for extension of time had been received and in tl:ie other 
17 projects, initially sanctioned for 6 to 24 months, extension of 
time had been allowed by the ICSSR fo r periods ranging from 
2 to 41 months . In 10 of these projects the delay in completion 
was due to the project director's transfer (1), deatl· (1), deputa­
tion abroad ( I), pre-occupation with assignments of the inst i­
tution to which he belonged (2), strikes and fl oods in the area 
where research was to be done (2) and nor-availability of data 
processing machines (3). Reasons for delay in the completion 
of the other 24 projects were not on record. Up to 3 ls t December 
1977, the ICSSR had released Rs. 8 . 77 lakhs for these 34 
incomplete projects. 

The ICSSR stated (December 1978) that it had highlighted 
the problem of delay in completion of research projects in its 
annual reports and that it was examini ng the problem urgently 
for devising solutions. It bad also stated that "a major admin is­
trative programme to be undertaken by the ICSSR on a priority 
basis is to improve monitoring" of the progress of sanctioned 
projects and fellowships. 

5.2 Publication of results of research projects.-The rules 
for research grants provide that the research project director 
.and staff should give wide and timely publicity to research results 

' 
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in all possible ways and submit to the ICSSR along with his 
final report, a short summary for publication in the "Research 
Abstracts Quarterly" issued by the ICSSR. The review 
committee felt tl1 at very often research results became out­
dated, if not published immediately and recommended 
(December 1973) that the ICSSR might extend assistance for 
publication of n:scarch results having high uti lisation potential. 
The recommendation (December 1973) \.\as generally accepted 
(May 1974) by the Council which decided, in view of the short­
age of paper and rising cost of publication, to publish terse, 
well-edited, long summa ries of research reports rather than the 
rep orts themselves and to give grants for the publication of book 
lengtl1 reports of research projects on a liberal but high ly select ive 
basis. 

A test-check of the ICSSR's register showing up to ·date 
position of sanctioned research projects, disclosed that sum­
maries had not been received for 6 out of the 268 projects 
sh own as completed by March 1978. Of the remaining 262 
projects, b ook length reports h ad been published (or gran t 
sanctioned for publication) for 98 projects of which 45 wer! 
also publi h ed as summaries ; for another 59 projects, summar) 
alone had been published. T he manner in which the results 
of the other 105 projects (research grants paid R s. 20 .01 lakhs) 
were given publicity was not on record. The ICSSR stated 
(December 1978) that it was of the view that the task of 
publicising the results of research and winning support for them 
would best be left to the researchers themselves or to interested 
vo luntary groups. 

5.3 Observations on a few research programmes and projects 
are give11 below: 

(a) Research Survey Scheme 1970.- T o identify priority a reas 
in research, a scheme was fo rmulated by the ICSSR in 1970 
for survey of research already made up to 1969. Under the 
scheme, a ll social science research progra mmes were grouped 
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under seven major field s sub-divided into 125 sub-fields and social 
scientists having intimate knowledge of the sub-fields were 
requested to survey the research a lready done in that particular 
a rea of pecialisation. 

The who le sch em'! involving publication of 23 volumes on 
surveys was expected to be completed in a period of three year'. 
i. e., by 1973 at an estimated cost of R s. 6. 83 lakhs. The time 
fo r completion was extended by the Council in May 1974 up to end 
of 1975. The delay in completion was attributed by the ICSSR 
Lo (a) late receipt of reports from the social scientists, (b) long 
Lim-: required fo r the editorial wor k, (c) difficulties in printing, 
obtaining paper, etc. By 30th April I 978, l 6 out of the 23 
vol umes had been published and an expend iture of Rs. 7.45 
lakhs had been incurred (excluding cost of paper, printing and 
binding). 

ln respect of research done after 1969, the Council decided 
in May 1974 that a survey should be taken up under 5 fields and 
completed during the Fifth Plan (i.e. , 2 volumes in 1977, 2 in 1978 
and one in 1979) but no volume had been brought out so far 
(December 1978). The expenditure incurred on this part 
of the scheme up to March 1978 was Rs. 0.80 lakh. 

(b) Projects on education.-In July 1971 , the ICSSR sanc­
tioned a grant of Rs. 0.50 lakh for a research project titled 
.. Pla•1ning for Civic Culture in India" proposed by the Member­
S::cretary of the ICSSR as project director. The project involved 
3 stag!s of study and was to be completed within 2 years of com­
m ~ nc!m :nt. Subs·~quent ly, the Member-Secretary recorded 
( 15th Novemb~r 1974) that after working for over two years on 
th! project, he had found it necessary and beneficial to steer 
away from th'! original design and the changed design was t­
co. t Rs. 12,500 more. This was approved by the ICSSR on 19th 
November 1974 stipulating that the fin al report be submitted by 
!st March 1975. No final report had, however , been submitted 
so far (December 1978). An expenditure of Rs. 0.56 lakh 
had so far been incurred on the project, mainly on the salaries. 
(Rs. 0. 53 lakh) of a joint director and a stenographer. 
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In February 1975, the research committee sanctioned another 
project titled "Education in India-problems and prospects 

~ ( 1976-86)" to be undertaken by the lCSSR itself with its Member­
Secretary as project director for completion within two years 
of its commencement. By November 1977, the 1CSSR had 
spent on the second programme Rs. 0.77 lakh mainly on the 
salaries (Rs. 0.68 lakh) of the Associate Director and Research 
Assistant. The Research Assistant left in March 1976 and the 
Associate Director was given termin al leave in December 1977. 

The ICSSR stated that the project director had been permitted 
(August 1978) to merge all research work on education entrusted 
to him under the title " Alternatives in development: Education" 
and his request that he need not submit a separate report o n the 
project "Planning for Civic Culture in Jndia" was under consi­
deration (December 1978). The CCSSR also stated (January 
1979) that the Member-Secretary had been permitted to take the 
project with him, after his relinquishing the post of Member­
Secretary (31 st March J 978), to the Indian Institute o f Education, 
Pune and to complete it there in a period of about three years. 

(c) Studies on the fifth general elections.- Considering that 
study of electoral behavio ur wa of considerable ignificance 
for the country the ICSSR set up in July 1970 a group to plan 
the broad strategy of studies on the fifth general election , to 
scrutinise individual proposals and to guide and co-o rdinate 
the entire effort till the reports o n the studies were published. 
The group recommended (January 197 1) the programme fo r the 
studies and the institution s to which these studie sho uld be 
entrusted and stressed that special measures should be adopted to 
ensure that the findin gs of these studies became avai lable by June 
1972. [n March 1971 , the Council entrusted the main stud y to the 
" Centre for Study of o~veloping Societies, Delhi" at an estim ated 
expenditure of Rs. 3.50 lakhs, subsequently (November 1974) 
increased to Rs. 3.95 lakhs, of which Rs. 3.61 lakhs were re leased 
•to the Centre in 197 1 and Rs. 0.14 lakh in J 974. De!>pi te the 
planning group's emphasis tha t the findings should be available 
by June 1972 at the latest, the lCSSR allowed extension of time, 
first up to June 1974 and then up to October 1976. Th~ Centre 
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su bmitted the final report to the ICSSR in November 1977, 
i.e., 8 month after the completion of the sixth general electionl> 
to the Lok Sabha. The report was referred by the ICSSR on 
30th November 1977 to con ulta nts whose comments were 
a waited (June 1978). Of the 16 other election studies (eleven 
State studies and 5 stud ies of specia l aspects) sa nctioned by the 
fCSSR during 197 1-72 for Rs. 3.81 lakhs, reports on six studies 
for which R s. 1.99 lakhs had been spent, were awai ted (Decem ber 
1978): in 5 cases there had been no response to the ICSS R's 
reminders and in the sixth case the project director had retired 
from S·~ rvice . 

(d) S111dy of finances of selected 11niversities.- l n collaboration 
with the University Grants Commission, the lCSSR set up a 
study group in 1971 to examine the finances of the universities 
a nd colleges and to make recommendations for optimum utili­
sation of educational grants and faci lities. Ten selected uni­
versities undertook the study; the studies, for which a total 
grant-in-aid of R s. 1.35 lakhs was sanctioned ( 1971 -72 to 1972-73), 
were expected to be completed and reports made available by 
31st March 1973. Against Rs. 1.10 lakhs released by the 
lCSSR for the purpose, Rs. I.OS lakhs had been spent {March 
1978). 

Of the ten studies undertaken, only three were completed 
by May 1975; two were partly completed and the remaining five 
were outstandi ng (December 1978). The delay in completion 
of th~ studies was attributed by one university to the pre-occu­
pation of the project directJ r with university work whi le the 
rl!aS•)ns fo r delay by the remaini ng universities were not known to 
the ICSSR because there was no response from these universities 
to the communicatio ns of the l CSSR. Rupees 0.42 lakh were 
paid to these u niversities. The lCSSR stated (December 1978) 
that the matter would be taken up wi th the concerned project 
dir.::ctors and institutions. 

6. Fe/!o1vships .- To encourage research in social sciences, 
the ICSSR offered national, senior, post-doctoral a nd doctoral 
fe ll owships to social scienti ts and contingent grants for .field 



310 

work and other forms of assistance to doctoral studrnts. The 
ICSSR awarded 908 fe llowships and contingr-ncy grants 
(Rs. 83.55 lakhs) up to 3 I st March I 978. The terms of award 
required t h'! recipient to submit a fina l report to the ICSSR : 
of the 267 fina l reports due by 31st March 1978, only 20 had 
been received (December 1978). The ICSSR had not 
(December 1978) ini tiated any steps to obtain the overdue reports. 
T he following other points were not·iced :-

(i) A scheme of nationa l fe llow hips fo r social scientists " ho 
had made outstanding contribution to soci al science research, 
was introduced by the ICSSR in J 970-7 1. Fifteen awards. 
gP.nerally o f 2 year's duration, had been made upto 31st March 
1978, the expenditure incurred being Rs. 5.34 lakhs. Two of the 
recipients were members of the Co uncil when the fell owships were 
awarded and four were members in the past. 

Scrutiny of records relating to 7 awards made up to 3 lst 
March 1976 revealed that one fe llow resigned (June 1976) after 
Rs. 0.40 lakh had been paid and two fellowships had been kept 
in abeyance after Rs. 0.58 lakh and R s. 0.64 lakh had been spent. 
T he final report of a fellowship (expenditure : Rs. 0.87 lakh) 
concluded in September 1976 had not yet (December 1978) 
been received . 

A natio nal fellow was expected to engage himself on a research 
p roject of h is own choice on a whole time basis and submit a 
full detailed report ; this requirementjwas dispensed with on the 
recommendations of the Research Committee by the Counci l 
( December 1977) but no reasons for the d ispensation were 
recorded. When Audit enquired how in the absence of published 
reports o n the research project carried o ut, the scheme would 
promote socia l science research utilisation in the country, the 
ICSSR stated (D~cember 1978) that the o bjection raised by Audi t 
was valid and that the decisi©n to dispense with reports had been 
changed. 

(ii) Senior fellowships were introduced in 1969-70 to provide 
social scientists with established reputation opportunities for 
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whole time research or writing of books about their studies. 
The ICSSR incurred expenditure o f Rs. 25.26 lakhs up to 3 lst 
March 1978 on 77 senior fellowships, generally of one year's 
d uration. T he recipient of the fellowship was required to su bmit 
within six months of its conclusion, a detailed report on his 
research work in a publishable form to the ICSSR. Out of 46 
reports due by 31st March 1978, only 13 had been recei vcd 
(December 1978). 

The rules also required that a senior fellow must be attached 
to an institution approved by the ICSSR through which the award 
would be disbursed, and that persons who had retired from 
service or were not in employment or had availed of any fello\\'­
ship (other than a doctoral fellowship) in the preceding 5 years 
were not eligible for senior fellowships. A test-check in audit, 
however, disclosed that these instructions had not been duly 
o bserved and fellowships had been awarded also to persons 
ineligible according to the rules. In four such cases, payments 
amounting to Rs. 1.81 lakhs were made ( 1975 to 1978). 

(iii) Doctoral follows hips were introduced in 197 l-72 to 
enable young persons (preferably below 30 years of age) registered 
for doctoral degrees to undertake research on themes within the 
priority areas identified by the ICSSR, especially inter-disciplinary 
themes. Up to 31st March 1978, the ICSSR awarded491 doctoral 
fellowships, on which expenditure of Rs. 45.04 lakhs had been 
incurred. One condition of the doctoral fellowship was that the 
fellow should submit a copy of the thesis to the ICSSR. Though 
207 fellows hips were completed up to 31st March 1978, only 3 
theses had been received (December 1978). 

(iv) D octora l fellowships are under the rules generally to be 
awarded fer research in priority a reas for two years, extensions 
being sanctioned if progress of work was satisfactory ; extensions 
beyond 3 years are permissible in exceptional cases only. 
Selections for the award of doctoral fellowships on the basis of 
merit are to be made by a selection committee appointed by the 
Council , on receipt of applications through heads of university 
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departments and research institutions where the candidates 
are registered. A test-check of 46 out of 48 awards taken up 
during 1974-75 disclosed the following deviations from the pres­
cribed terms and procedures:-

(a) The selection committee was constituted without ob­
tain ing approval of the Council. 

(b) Fellowships (38) were awarded to candidates who had 
applied directly to the ICSSR and not through 
the heads of university departments and research 
institutions ; 2 fellowships were awarded to candidates 
selected not by the committee but by the Bureau of 
Psychology, Allahabad and 6 fellowships were assigned 
to 5 institutions for being awarded to candidates of 
their choice as a regular feature. 

(c) Though the rules stated that awards providing for pro­
tection of salaries of doctoral fellows would be limited 
to 20 per cent of doctoral fellowships awarded, the 
ICSSR allowed salary protection to 15 candidates (i.e. 
33%) out of 46 cases examined in audit. Four of these 
awardees were above the prescribed age limit of 35 years 
and two were neither teachers in affiliated colleges nor 
professional staff in research institutions who alone were 
eligible for salary protection. 

(d) In eight cases, fellowships were provided to candidates 
to undertake research on themes which did not fall 
within the priority areas for 1974-75 identified by the 
ICSSR. The records did not show whether any fellow­
ship was awarded during 1974-75 for research on inter­
disciplinary themes. 

(e) Seven fellowship holders resigned without obtaining the 
stipulated prior approval of the ICSSR after an amount 
of Rs. 0.78 lakh had been paid to them. 

The ICSSR stated (January 1979) that, in practice, all commi­
t tees were constituted by the Chairman and in this case (as in 
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some others) the Member-Secretary acted in consultation with the 
Chairman for constituting these committees, that it entertained 
direct application al o, that the decisions regarding percentages 
for salary protection, age, priority areas, etc. were not mandatory 
or final and that there existed no way of preventing the fellows 
from resigning. 

7. Regional centres.- The ICSSR decided (January 1972) 
to establish in each of the big States one regional centre which, 
in addition to serving as a national centre for 
source material in regional languages, was to provide library 
services and hostel facilities for research scholars, study grants, 
consultancy and guidance for promotion of social sciences re­
search. Each regional centre was to have a committee of manage­
ment consisting of representatives of the universities and research 
institutions within the region. So far (December 1978) the ICSSR 
had set up 6 centres and had released grants amounting to 
Rs. 64.23 Iakhs, of which Rs. 41.28 Jakhs were for acquiring ac­
commodation to house the centres and to provide hostel facili­
ties. A test-check of the records relating to the grants to the 
centres disclosed the following:-

Buildings for the centres at Bombay and Hyderabad were 
constructed (cost: Rs. 20.75 lakhs) and put to use in 1975-76, 
but no agreement regarding the ownership, maintenance or utili­
sation thereof had been entered into (July I 978) with the affiliating 
universities by the TCSSR which met the entire co t of construc­
tion. For accommodation to be constructed by Jawaharlal 
Nehru University for the centre at Delhi, the fCSSR 
had paid (up to March 1978) to the university Rs. 13.50 lakhs in 
five instalments out of an estimated cost of Rs. 21.80 lakhs; no 
target date had been fixed for the completion of the construction. 
On release of the fast instalment in May 1975, the ICSSR had 
imposed the condition that further instalment would be released 
subject to submission of statements of accou11ts~of previous grants, 
but no statement of accounts had been received (December 
1978). The ICSSR stated (December 1978) that subsequent 
instalments were released after the Member-Secretary satisfied 
himself about the progress of work. 
S{7 AGCR/78-21 
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~ . Training i11 research methodology.- lntensive full time 
training courses in research methodology of four to six weeks' 
ciur:1 tion were organised by the ICSSR for doctoral students, 
research workers and teachers of research methodology. Thirty­
one courses for 841 trainees were organised during 1971-74 
and thirteen courses for 358 trainees were I' organised during 
1974-77. Statements of accounts in respect of 11 courses, for 
which grants amounting to Rs. 3.51 lakhs were released till 
March 1977, bad neither been received (December 1978) nor were 
any steps taken by the ICSSR to get the accounts. The ICSSR 
stated (December 1978) that steps were being taken to get the 
accounts. 

9. Publications.-Up to 31st March 1977, the ICSSR spent 
Rs. 34.91 lakhs 0n publications (priced and unpriced) issued 
by it and grants for publications brought out by other agencies. 
Receipts from the sale of publications amounted to Rs. 2.09 lakhs. 
The following points were noticed on test-check in audit:-

(i) The ICSSR brought out at a cost of Rs. 11.10 lakhs (on 
printing and binding alone) 1.16 lakh copies of priced publications 
up to 31st March 1977, out of which 0.59 lakh copies (51percent, 
cost : Rs. 6.26 lakhs) remained unsold on 31st December 1978, 
as indicated below: 

Year of Copies Copies Copies Copies Price of Cost of 
issue published sold issued unsold unsold unsold 

free of copies copies 
cost 

(In lakhs of rupe..:s) 

1970 2,805 666 591 1,548 0 .17 0 .09 
1971 3,000 1,004 1,200 796 0. 14 0 .09 
1972 8,509 2,504 915 5,090 1.48 0 .70 
1973 8,152 3,029 1,331 3,792 1.33 0.38 
1974 11 ,299 1,974 2,409 6,916 - ' . l .00 0.98 
1975 44,647 14,728 8, 170 21,749 7 .57 l.67 

1976 30,278 2,946 12,660 14,672 5.85 0 .95 
1977 7,032 2,443 240 4,349 5.40 1.40 

TOTAL 1,15,722 29,294 27,516 58,912 25.82 6.26 
--- - --
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[t was noticed that the number of copies to be printed in 
respect of each publication was decided on ad hoc basis by the 
Member-Secretary/Director of the JCSSR. 

(ii ) The prici ng policy dec:ded by the Council in 1970 was to 
add over-head expenses at the rate of 60 per cent to the cost of 
production and to distribute the total cost equally over all printed 
copies after ded ucting the number of copies distributed free. 
The authority to fix subsidised prices and decide the quota for 
free distribution of priced publications was delegated to the 
administrative committee. A test-check of records relating 
to 4 major publication projectsiundertaken by~the_ICSSR revealed 
that out of 40,932 copies of 34 publications brought out under 
these projects by the end of 1977 at a total cost of Rs. 23.94 lakhs 
(excluding cost of paper) 19,448 copies priced at Rs. 13.71 lakhs 
remained unsold on 31st December 1978 as shown below: 

Year of issue Copies Copies Copies Copies Price o r 
printed sold d istributed lying unsold 

free o f unsold copies 
cost 

(In lnkhs of rupees) 

1973 1,500 98 598 804 0 .24 
1974 6,400 525 1,855 4,020 2. 14 
1975 10,500 470 5,511 4,453 2.69 
1976 19,500 679 I 1,172 7,649 3.59 
1977 3,032 303 207 2,522 5.05 

--- ---
TOTAL 40,932 2,075 19,409 19,448 13 . 7 1 

The quota for free distribution of these priced publications 
was not fixed by the administrative committee but for some of 
these publ ications, 38 to 65 per cent of the copies printed were 
distributed free. The sale price of these publications was not 
fixed in accordance with the policy laid down by the Council. 

IO. Summing up.-The following are the main points that 
emerge:-

(i) Since its inception (December 1968) up to March J 977, 
the ICSSR had received grants totalling Rs. 595.07 lakhs 
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from Government, but Government bad not undertaken 
a review of its performance so far (December 1978). 

(ii) Till March 1977, the ICSSR had paid grants of 
Rs. 400.12 lakhs for various programmes. Procedure 
for watching utilisation of grants was, however, not 
adequate and registers prescribed for the purpose 
were nol satisfactorily maintained. Despite the 
Ministry's instructions (1971) to watch the receipt of 
utilisation certificates from grantees, such certificates 
obtained by the ICSSR up to 31st March 1978 covered 
only Rs. 29.86 lakhs (11 per cent of the grants disbursed 
- (Rs. 268.86 lakhs)-for research projects, fellowships, 
etc., up to 31st March 1977). The achievement-c11.m­
performaoce of 14 institutions lo which maintenance and 
development grants amounting to Rs. 131.26 lakhs had 
been disbursed during 1974-75 to 1976-77 had not been 
watchod through reports intended for the purpose by 
the lCSSR. 

(iii) The completion of most of the research projects had 
been delayed, often without extension of time having 
been sought by the project directors. Al though 
project directors were expected to submit half yearly 
progress reports, the ICSSR neither watched the receipt 
of these reports nor monitored the progress of the pro­
jects in any other manner. 

(iv) D espite the importance of prompt publication of research 
findings, the responsibility for publication was left to 
the project personnel; the ICSSR was not aware whether 
results of 1 OS completed research projects (grants paid : 
Rs. 20.0 I lakbs) had been published . An examination 
o f some research p rojects disclosed considerable delays 
in their completion and publication of results. 

(v) The ICSSR awarded 908 fellowships (grants: Rs. 83.55 
lakhs up to March 1978) but out of 267 final reports due 
from the recipients by 31st March 1978, only 20reports 
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had b:!cn r.::c.::ived . Several devia tions from rule::. were 
noticed in lhe award of fe llowships. 

(vi) Co uncil's orde r · a bout fixing the price of publicatio ns 
were not fo llowed ; many copies of several publicatio ns 
were giv.::n away free of cost. A large number of copies 
(price: Rs. 25.82 lakhs) remained unsold as on 
31st Decem ber 1978 . 

(Departments of Education and O dturc) 

58. Grants paid by Departments of Education and Culture 

I . In order to en ·ure that the grants pa id by G overnment 
a rc purposel"ully and fruitfully utilised, the fina ncial rule' and 
instruction in ~h i s rcgard provide, inter alia, that : 

before sanctio ning a gra nt, the utilisation of any 
previous gra nt fo r the purpose for which it was sanctio ned 
sha ll be verified ; 

a pro per record of payment of grant sha ll be 1-.ept in 
a prescribed register (known as Register of G ra nts) 
and utili·sa~io n watched through it; 

the sanction to the grant shall invaria bly provide tha t 
it shal l be ut ilised within a rca o na blc period for lhc 
purpose for which it was paid a nd the pre cri bed docu­
in·~ n ts sha ll be furni hed to watch its utilisation : 

a certificate sha ll be furnished to Audit/ the co ncerned 
Accounts Officer by the sanctioning authority after 
-;a tisfying itself that the grant had been util ised for the 
purpose fo r which it was given ; a nd 

a genera l appraisal o f the succcs<:ful im plementation of 
the schemr:: for which the grant was given sha ll be 
conducted by period ical inspections, perfo rma nce re­
ports, etc. 

2. T he Departments of Ed ucation a nd Culture in the Mini ' try 
o f Educa tio n a nd Socia l Welfare disbur-;ed a sum o f Rs. 567.26 
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crorcs during the five years ending 31st March 1978 as grants 
to voluntary organisations, autonomous bodies and other insti-
tulions fo r various purposes as given below: 

1973-74 1974-75 1975-76 1976-77 1977-78 

(l n lakhs of rupees) 

Department of Education 

School education 971. 79 1,374. 75 1.590.85 2,013.28 2,082.23 
11 ighcr education J,557 .56 4,875 . 30 6,158.06 7,955. 52 7,935.93 
Technica l education 2.J 66. 87 2.645.40 3,253. 26 3.309. 38 3,275.00 
Book promotion anti 

copyright 15.07 39 .70 47.74 59.03 49. 18 
Youth welfare 169.69 29.82 50.53 19.1 7 46.62 
Game /~ports 69. 52 11 3. 92 135.74 177.35 174. 18 
Languages I 19. 17 151.37 161. 80 213 .31 236. 11 
Non-formal education 8 .30 19.43 21.52 26.29 49 .59 

TorA1 7,077 .97 9,249.69 11 ,419 .50 JJ ,773 .33 13,848.84 

Depurtme111 of Cultur<' 

Cultural affa irs 87 .30 105.95 11 8.65 147 .33 166 .53 
Museums. libraries 

and their conser\':J-
lion and develop-
ment 123 . 73 102.32 148 .96 179. 13 176. 44 

TorAI 21J.03 208.'.!7 267.61 326.46 34'.! .97 

3. Section l 5( I ) of the Comptroller and Auditor General 's 
(Duties, Powers and Conditions of Service) Act, 1971 p rovides 
that where any grant or loan is given for any specific purpose 
from the Consolidated F und of India, the Comptroller and 
Auditor G eneral sha ll scrutinise t.b.e procedures by wl1ich the 
anclioning authority satisfies it elf as to the fu lfilment of the 

conditions subject to which such grant or loan wa. given. 
Some of the points noticed in the course of scru tiny in audit 
of the procedures fo llowed by the Departments of E ducation 
an<l Culture in thi regard and scrutiny of the book and account 
of some bodies '' 11.ich wc1\) given grants for . pccific purpose . 
arc detailed in the succ.:eding paragraphs. 
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4. As stated earl ier, the grant sanctioning a uthority is re­
quired to furn ish a certificate to Audit/concerned Accounts 
Officer that it had satisfied itself that the conditions of the grant 
had b~an fulfi lled. Ordinarily such certificate is to be issued 
within 18 m onths of the payment of the grant. The p osition 
of utilis:i tio11 c;:rtific1t!s due but not issued in respect of grants 
paid up to 30th September 1976 as intimated to Audit by the 
D~partments of Education and Culture in Janua ry l979 was 
as under : 

Year Ocpartm..:ru or Department of 
Education Culture 

umber Amount 1 umber Amount 
of (In lakhs of (In lakhs 

items of rupees) items of rupees) 

1955-56 to 1971-72 917 756 . 16 • • 
1972-73 280 2U.2S 51 33. 14 

1973-74 774 2,188.43 120 85.72 

1974-75 313 393. 19 114 64.45 
1975-76 520 1,786.98 155 164.88 

1976-77 179 3,385. 78 65 11 9. 12 

TOTAL 2983 8,734. 79 505 467. 31 

5. Register of grants.- The p rocedure, prescribed in the 
financial rule of G overnment to watch utilisation of grant, 
requires every sanctioning authority to maintain a register of 
grants in a prescribed form to record , inter alia, ia respect of 
a ll grants sanct ioned (1) particular and p urpose of the grant, 
(2) acceptance of t he conditions of the grant by the grantee, 
(3) date by which a ud ited statement of accounts etc. was required 
to be furnished, (4) date by which the utilisation certificate was 
rnquired to be furnished, (5) date on which the audited statement 
of accounts was actually received, (6) dare of submission of the 
utilisation certificate · to Audit/Accounts O fficer with reasons 
for delay, if any, and (7) unspent bala nce lying with the grantee. 
Out of 42 sections sancbioning grants in the two departments, 
the registers had not been opened in 3 sections and in oth ers 

• ote : Included in the Cigures for the Department of Education. 
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a number of prescribed columns in the registers had not been 
opened/filkd in as mentioned below: 

Particulars or the column 

Acceptance of the conditions by the grantee 

Date by which a udited statement of accounts was re­
quired tu be furnished by the grantee 

Date by which u til isation certificate was required lo be 
furnished tn Audit/ Accounts Officer 

Dale on which audited ~ tatemenl of accounts was 
actually received 

Dale of wb111is~ion of utilisation certificate by the sanc­
tioning a uthority to Audit/Accounts Officer 

Unspent b;ilancc lying with the grantee 

Number of registers 
in which the pani­
cular column was 
not opened/filled in 

20 

24 

29 

35 

21 

32 

The registers had also not been reviewed by an officer of the 
rank of at lea t Deputy Secretary and in most of the sections, the 
entrie. bad oot been attested even by Section Officers though 
these requirements were prescribed in the financial rules of 
Government and were repeatedly brought to the notice of the 
department~ during audit. The departments stated (January 
1979) Hi.at instructions for proper maintenance of the registers 
had been i sued to all the concerned sections and that the registers 
would be mai n ~ained in proper form in future. 

6 . .Record vf assets.-Provision is required tc be made in the 
sanctions t:o Government grants to the effect that the assets 
created out of the grants shall not be disposed of without the 
specific sanction of Goverwnent nor encumbered or utilised for 
an object other than the intended one. With a view to watching 
compliance with this condition, the grantee institutions are 
required to furnish annually to the sanctioning authority an 
extract from their assets registers detailing the position of the 
various assets created out of Government grants. The sanction­
ing authoritie have to maintain a consolidated record of such 

--
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assets in a prescribed form to ensure that the grantee institutions 
o bserve the prescribed conditions. A test-check in audi t of 256 
orders for payment of gran ts during 1976-77. however, revealed 
that in 186 cases the letters of sanction did not provide for sub­
mission of tb.ese returns. In the remaining 70 cases, the return 
had not been received from the grantees and the sancti~)n ing 

a uthorities had not in sisted on their submission. The consoli­
dated record of assets was not mainta ined in 23 sections ; the 
records maintained by 9 sections were incomplete and only one 
section maintained the records p roperly. There was also no 
indication to show that the use of the assets created had been 
checked by inspection or otherwise or that any other procedu re 
had been laid down in this regard. The departments stated 
(January 1979) that in some of the ca es in which no provision 
was included fo r the s ubmission of the returns regarding a sets, 
the provision was not required to be included as the grants released 
were for maintenance and recurring expenditure of the grantee 
institutions which did not involve creation of asset and tha t 
instructions reiterating the provisions had been issued to al l 
grant giving sections for follow-up action . 

7. !11s pectio11 of grantee institutions.- In· October 1975, Audit 
brought to the notice of the Ministry that though sanction o f 
grants fo rmed a major activity of the D..!partmcnt of Educat ion, 
there was no system of administrative inspection in th<! depar t­
ment for an effective control over th.1,; proper utilisation of 
grants by voluntary o rganisatio ns. The department agreed 
(March 1976) in princip le that it should have an appropriate 
system and stated that it was examining the matter in detai l. 
In May 1976, the Mi nistry of Finance issucJ instruct ions tha t 
administrative ministries sho uld devise t:heir own ··inspecting and 
supervisory machi nery" to satisfy themselves a bout proper u ti ­
lisation of grants made to voluntary organisations. o ~ystcm 
of inspection had, however, been devised by the Departments 
of Educatio n and Cult:ure excep t for two schemes, viz. " Grants 
to voluntary o rganisations working in the field of Hindi" and 
" Grants to voluntary agencies working in the field of adult 
education" . A r~st-chcck in audit of the reco rds re la ting Lo 
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109 .;ases (amount : Rs. 3 1.63 lakhs) of payment of grants in 
l 976-77 to volunta ry agencies under these two schemes revealed 
that in">pection had been conducled o nly in respect of 15 cases 
(a mo unt: Rs. 4.00 la kh. ). 

The regio nal office-. of lhe centra l Hindi directo rate were 
entrusted with in~pectio n of institutions getting grants under the 
5l:hcme "Granl~ to voluntary organisations working in the field 
of Hindi" . The department tated (June 1978) that no statistics 
about the inspection o f the grantee institut ions h ad been majo­
taincd t nough the institutions were frequently in pccted and 
io <>pectio n reports were kept in the files relating to the institutions. 
A test-ch.eek in audit of the fi les relating to 50 out of 150cases of 
release of grants under the scheme during 1976-77. however , 
revealed that inspection had been conducted in respect 
of l l orders for payment of grant to 7 o rganisations 
(Rs. 3.33 lakh ) only a nd that. following the inspection, further 
grants to one institution were stopped on the ground of poor 
progress of the assi ted project. 

The directorate of no n-forma l education wa entrusted with 
the responsibility for watl:hiog the progress of projects, offering 
technical guida nce, overall supervisio n and eva luati on of projects 
relating to tbe scheme " G rants to voluntary agencies working in 
the field of a dul t educa tion" . In this scheme, a test-check in 
a udit of the records of 58 out of 63 projects, which were sanctioned 
a nd assisted during 1974-77 (Rs. 36.87 lakhs), revealed that ins­
pection was cond ucted o nly in re pect of four project (Rs. 1.04 
la khs). ln one of these four p rojects, release of further g ran t 
wac; stopped a~· the worki ng of the g ran tee institution was not 
l'lrn nd to be a tisfactory. Under the scheme " Grants to voluntary 
organisations working in the field of Sanskril'· , the first a pplica­
lHms for financ ial at.sista nce were entertained on the recommen­
dations or the State Governments concerned, and in ubsequen t 
ycarc;, the recurring grant · were :rnctioned after receipt of 
a udited tatcmcnts of accounts of the previous year. Although 
no system of in pection was evolved under the scheme, a team 
of two o fTicer:. of the department visited 45 institution assisted 
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uuder the scheme rn Calcutta iu June 1977. The team ob erved 
in it:. report that the working condition of the majo rity of the 
grantee organisation were far from sa tisfactory and tbat o ut 
of 45 institutions visited, 26 ~ere found to be ·bogu · and further 
grants to the~e institutions \\ere discontinued. lt would, thus, 
appear that the p rocedure evolved for pre-~anction scrutiny of the 
applica tions was not satisfactory. The department stated 
(April 1978) tha t it was plann ing to send some inspection teams to 
other States also for verifying the records/functional compe­
tence of this particular scheme and to know whether the grants were 
utilised properly and that Rashtriya San~krit Sausthan, an 
a utonomous body of the department, would also undertake 
inspections of these organisations in consultation with the 
department and furni sh reports thereon. 

o. Accounts submitted by the grantee i11stitutions.- in May 
1976, the Mini try of Finance issued in~tructions that all grantees 
(with some exception~) should submit a nnually the following 
sets. of a udited account to tbe sanctioning authority:-

la) the receipt and payment account o f the body as a whole 
for the financial year; 

(b) the income and expenditure ac~ouut of the body as a 
who le for the financial year ; and 

(c) the balance sheet at the end or the rinancial year o f the 
body as a whole. 

te t-cbech in audi t of the records relating to 196 orders 
of payment of g rants lO the \ario u in titut ion (other than those 
wh ich belo nged to the excepted category) pertaining lo the year 
1976-77 revealed that the recipients of g ranrs in 18 cases only 
had subrnilled complete ·ct of accounts. l n respect of the 
remaining l78cases, the departm ent did not in ist upon the 
su bmis~ion of complete et<; of accounts. The departments 
stated (January 1979) that they had issued instructions to 
thci r concerned ~ection'> to cnsu re that the grantee:, ubmitted 
the required set::. of accounb before the issue or util isation 
certi fita tes. 
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9. Review of pe1for111c111cc of Krantee i11stit11rin11s.- I n 1966, 
the Ministry of Finance issued in tructions that the sanctioning 
a utho rities sho uld undertake at lea t once in 3 or 5 years a review 
of the performance of grantee institutions in receipt of grants 
exceeding R s. l lak h per annum a nd associate leading non-officials 
interested in the object of the g rant with the review. Ate t-check 
revealed that 17 grantee institution. in recei pt of gran ts varying 
from Rs. 46.96 lakbs to R . 5427.35 la khs d uring the period 
1973-78 had no t been ubjected to such a rcyiew. 

J 0. Other aspects 

I 0.1 A voluntary organ i~ation was paid a grant o f 
R s. 0.55 lakh in 1970-7 1 for ru'nning H indi clas cs. fn March 
197 1, it ca me to the notice of the san~tioning authorit y that the 
accounts of the o rga ni atio n were no t in a <;a,tisfac to ry condition. 
T he organisation did not make. av::si lable its record for purposes 
of departmental inspectio n and a udit, tho ugh instructed by the 
sanctio ning au thority in the matter. evertheless, a fu rther 
grant of Rs. 0.43 lakh wa released in 1972-73 and Rs. 0.86 lakh 
in 1975-76. Record relati ng to relea<;e of grants prior to 
1975-76 had, however, been destroyed (A pri l 1977) in the 
sanctio n ing authority' o ffice though certain ::rudit ob~ervation 

bad not been settled. Further grant ~ were sto pped o n re(.;eipt 
of complain ts of irregularities in t he accounts of the o rgani a ti on . 
An examination of Lhe record or the llrganisation by 
Audit in A ugust 1977 revealed th:it there e isted no p rocedure 
to veriry \\' hether Hindi classes \\ere ac tually conducted a nd that 
ia four centres no Hind i cla:-~e,., had been condU\:ted 
at a ll. The department had set up a committee in Nia} 1978 to 
look inl o the matter and la ted (Ja nuary 1979) tha t the ci rcum­
stance<; leading to the de t ruction o f the files \\ere being looked 
into . 

10.2 Under Government' scheme for ex p:.:.n~io n of activities 
of voluntary o rganisations for the spread and development of 
H indi, a volunta ry organisation \.vas ~am:tioned in March 197 1 
a gra nt to the extent of Rs. 7 la J..h o r 50 pt!r eel// of the actual 
expenditure. whichever wa, Iese;, for con<;truction o f a bui lding. 

I 
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Though the Ministry of Finance had advised the sanctioning 
authority to examine the detailed estimates of the building, these 
were not obtained before the grant was sa nctioned and paid. 
The grant was payable in three instalments, the last amounting 
to Rs. 2 lakh to be released on completion of building and re­
ceipl of audited accounts. The third instalment was released 
to the extent of R . 1.75 lakhs in November 1974 even though the 
organisation had neither completed the construction nor bad 
rendered audited accounts for the period afler August 1972. The 
request of the organisation for a further assistance of Rs. 5 lakhs 
to complete the building was still (January 1979) under considera­
tion of Government. 

10.3j ln October 1975, a grant of R s. 3 lakhs was paid by the 
Department of Education to a registered society for setting up 
an artificial rock and Himalayan museum at its new headquarters 
building complex within a year from the date of payment of the 
grant. The annual accounts of the society for the year 1975-76 
did not show the receipt of the grant. In May 1977, the society 
informed the sanctioning authority that the grant would be uti­
lised as soon as the new building (the plans of which had been 
submitted for approval of the concerned local authorities) was 
constructed. In May 1978, the society stated that there had been 
delay in pursuing the project due to reasons beyond its control, 
that the building plans had been approved, but that the construc­
tion had not started and that the grant of Rs. 3 lakhs had been 
invested along with donations from other sources in fixed deposit 
on a year-to-year basis. 

The department stated (Janua ry 1979) that the society had 
been directed to refund the interest accrued on the amount of 
fixed deposit and that its request for extension of time to complete 
the project was under consideration. 

10.4 The scheme of assistance to voluntary agencies working 
in the field of adult education was started in the First Five Year 
Plan and was continued with expanded scope and liberalised 
financial assistance in subsequent plans. The assistance under 
the scheme during the period 1974-75 to 1977-78 amounted to 
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Rs. l08.71 lakb . The department sanctioned grants limited 
to 75 per cent of the approved expenditure on such centres on 
project basis, each project' consisting of several centres 
generally of I lo 3 years' d uration . The grants paid by 
G overnment, according to the record of the D epartment, 
worked out to Rs. 33 per bencticiary during 1975-76 as agai nst 
Rs. 18 anti Rs. l 7 fo r the projects sanctioned in 1974-75 and 
1976-77 respectively. iA test-check in aud it of the records relating 
to 58 out of the 63 projects approved during the period 1974-75 
to l976-77 revealed that : 

in l9 projects running centres each for 30 ad ul t~ for 
one year's duration, the approved cost for a centre 
ranged from R s. 520 to Rs. 1,800 per annum ; 

in 12 projects running centres each for 30 adults wi th 
2 courses of six months' duration, the approved cost for 
a centre ranged from Rs. 640 to Rs. 3,333 per annum; 

io 1975-76, the target fixed was less than half the target 
of the previous year and still on ly 85 per cent of the target 
was reported to have been achieved; 

fo r 1976-77, the figures of achievement were not avai­
lable in records (January 1979); and 

no systematic evalua tion of the scheme had been conduc­
ted. 

The Mi nistry stated (J anuary 1979) tha t prior to 1977-78, 
project proposals were considered mainly on ' the basis of the 

proposals submi tted by the orgarusations, which accounted for 
variations in the per-capita cost under different projects and that 
after the formation of the national adult education programme 
in 1978, the cost of running of each project consisting of 30, 60 
and 100 centres each had been standardised a t Rs. 0.51 lak.h, 
Rs. 1.00 lakh and Rs. 1.82 lakhs p er annum respectively. Further, 
a test-check in audit of the records relating to 58 projects approved 
d uring 1974-77 revealed tha t only 4 projects were inspected during 

r 
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their execution and in respect of two of these projects lhe inspec­
ting officers had reported as follows:-

(i) Io one project, the centres visited had majority of parti­
cipants below the age of 15, children and adult were 
being taught together, the attendaq.ce was poor com pared 
to the number eorolle11, attendance had been marked 
before the classes, those marked present were not seen, 
no progress report had been kept and a part-time project 
officer had been a ppointed against sanction in project 
for a full time officer. 

(ii) In another project, the level of attainment by the bene­
ficiaries had been too low, teaching and reading 
materials were not suited for adult-s, part-time teachers 
had been appointed against sanction for whole time posts 
and no survey had been conducted, etc. The department 
stated (January 1979) that lhese shortcomings wer.: 
brought to the notice of the organisation . 

10.5 Scheme of propagation of culture among rollege and 
school students .- The objective of the scheme " Propagation or" 
culture among college and school students" was to familiarise' 
students with variegated facets of cultural heritage of India . 
The scheme had two parts (i) refresher courses of 8 weeks' duration 
in Indian art and culture for teachers of colleges and schools which 
were prepared to launch courses on Indian culture and (ii) supply. 
free of cost, of kits of audio visual material to each of the schools 
and colleges covered by the scheme. The scheme was started as 
a pilot project d uring the Fourth Plan to cover 1750 institutions 
and continued during the Fifth Plan. An expenditure of 
Rs. 39.57 lakhs had been incurred to end of 1977-78 under the 
scheme for payment of grants. The task of conducting refresher 
courses was entrusted to Delhi University, the National Council 
of Educational Research and Training (NCERT) and the State 
Government Departments and the production of the kits to 
Delhi University. 
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Grants released under the scheme to Delhi University were 
in excess of its requirements as would be seen from the follewing 
table:-

Yc:.ir Amowll of txp.::nditurc Unspent ba lance 
gr,rn t released incurred 

(In lakhs of rupees) 

1970-71 0.54 0 . 10 0.44 
1971-7'.! 0.69 0.66 0.47 
1972-73 1.25 0. 70 1.02 
1973-74 J.84 1. 78 3.08 
1974-75 J.62 2.56 4.14 
1975-70 3.05 4 .3 1 2.88 
1976-77 12.00 8.00 6.88 
1977-78 7.47 4.80 9.55 

The Ministry stated (January 1979) that the unspent balances 
lying with the University of Delhi at the end of financial years 
were due to the fact that its purchase committee used to meet 
towards the latter part of the year resulting in non-utilisation of 
all the funds. 

The achiewments under the scheme were as follows:-
Year Courses Teachers Kits K its 

hdd trained prepared distri-
buted 

1970-71 
1971-72 2 82 Nil Nil 
1972-73 32 Nil Nil 
1973-74 45 150 146 
1974-75 1 76 100 99 
1975-76 5 261 200 198 
1976-77 6 278 200 112 
1977-78 6 249 200 169 

Though the scheme envisaged 1750 teachers to be trained by the 
end of 1973-74 and equipped with kits to enable them to launch 
courses in each institution, this target had not been achieved 
even by the end of 1977-78. No action, either to evaluate the 
scheme or to ascertain whether the institutions to which trained 
teachers belonged had actually launched courses on Indian 
culture, had been taken (September 1978). 
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10.6. Grants to Dakshin Bharat Hindi Prachar Sabha.-On 
the basis of audited accounts for the year 1974-75 submitted by the 
Dakshin Bharat Hindi Prachar Sabha, Madras, a registered society 
declared by Statute to be an institution of national importance, 
the department released a grant of Rs. 0.50 lakh to the Sabha in 
January 1977 to cover a part of its deficit of Rs. 1.97 lakhs 
for the year 1974-75. The auditors in their report had pointed 
out a number of irregularities in the accounts for 1974-75, 
including the incorporation of expenditure of R~. 0.32 lakh 
pertaining to that year, expenditure of Rs. I .62 lakhs and receipt 
of Rs. 1 .4 1 lakhs pertaining to earlier years without supporting 
evidence and unsatisfactory maintenance of stock books. The 
department was requested to clarify how, despite irregularities 
in the accounts having been. reported by the audito rs, grant was 
sanctioned to the Sabha on the basis of these acco unts. The 
department stated (February 1979) that an amount o f Rs. 0.53 
lakh approximately was kept under objection by the auditors 
for want of supporting vouchers and was not in the form of dis­
crepancies in the account and it was, therefore, considered that 
grant to cover deficit to the extent of Rs. 0.50 !Jakh could be 
released. 

10.7. The Department of Education sanctioned in July 1972, 
under a scheme for building grants to cultural organisations, 
a grant of Rs. 10 lakhs to a society for the construction of an 
auditorium-cum-conference hall and a restaurant estimated 
to cost Rs. 29.99 lakhs and Rs. 18.83 lakhs respectively. The 
sanction Lo the grant was subject to the condition that the cons­
truction should be co mpleted within 2 years of the receipt of the 
first insta lment unless extension of time was granted by Govern­
ment. A sLun of Rs. 9.85 lakhs was released in fo ur instalments 
as follows :-

Year 

1972-73 
1974-75 
1975-76 

S(l AGCR/78- 22 

Number o f 
instalment~ 

2 

Amo unt 
(In lakhs of rupc<..-s) 

9.00 
0 . 75 
0 . 10 

9 .85 
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The sanctioning authority issued utilisation certificates for 
three instalments (paid in 1972-73 and 1974-75) amounting 
to Rs. 9.75 lakhs on the basis of utilisation certificate given 
by the auditor of the society. The construction had not been 
completed so far (October 1978) nor had any extension of time 
for completion been obtained from Government. The depart­
ment stated (January 1979) that tb.e~certificate of the contractor 
that "the concrete structural work of Auditorium and Restau­
rant including kitchen in .•...... had been completed by us at a 
total cost of Rs. 38.57 lakhs" was accepted as the completion 
certificate. Tliough th! conditions of grant had not been ful­
filled, the question of refund of grant had not been taken up by 
the sanctioning authority with the institution. 

10.8. The D.!partm~nt of Education paid grants to a registered 
society separately for meeting recurring and non-recurring 
expenditure of each of three departments of the society during the 
period 1972-77 as follows:-

Yea.r 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

Amount 

(In lakhs of 
rupees) 

1.75 

1.67 

2 .57 

3.49 

3.49 

The department stated (September 1978) that the 3 departments 
of the society, though constituents of one organisation, were 
functioning as separate entities, maintaining separate accounts. 
The department did not call for the accounts of the institution 
as a whole for any financial year to see whether the financial 
position of the grantee justified the grants sanctioned. The 
department stated (January 1979) that since the deficit in mainte­
nance expenditure of the society was being met by grants from the 
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State Government and the Government of India and the society 
had no other apparent source of revenue, the department had 
not called for consolidated accounts of the society. 

A grant of Rs. 2.04 lakhs (Rs. 1.00 lakh in f•March 1976, 
0.50 lakh in March 1977 and Rs. 0.54 lakh in March 1978) was 
released to meet 60 per cent of the cost of construction of the 
additional storey for a department of the society. Separate 
accounts of the utilisation of the grant stipulated by Government 
were not maintained. Vouchers in support of payments were 
not produced during local audit (August 1978). It was stated 
by the society that the final bill was yet to be settled and the de­
tailed vouchers in respect of interim payments made were lying 
with the architect. Annual returns of assets created by the society 
out of Government grants had been obtained by the Department 
of Education for the period ending 16th September 1971 only. 
The department stated (January 1979) that the society had been 
advised to maintain separate accounts in respect of various 
projects and to submit up to date returns of assets created. 

11. Summing up.-The following are the main points that 
emerge:-

(i) During the five years ending 31st March 1978, the De­
partments of Education and Culture disbursed grants 
amounting to Rs. 567.26 crores to various organisations, 
autonomous bodies and institutions. A proper record 
of the payment of grants, in the prescribed form, was not 
maintained in most of the sections of the two departments 
dealing with the release of grants. Grants were sanctioned 
mostly without providing for annual returns from 
the grantees relating to assets created out of the grants; 
such returns, where provided for, were neither received 
nor insisted upon. Utilisation certificates for grants 
disbursed up to 30th September 1976 were awaited 
as in January 1979 to the extent of Rs. 92 crores according 
to the records of the two departments. 

(ii) Though the need for organising a system of inspection 
to verify the proper utilisation of grants by voluntary 
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organisations was pointed out by the Ministry of Finance 
in May 1976, a system of inspection had not been orga­
nised except in a couple of schemes a nd a test-check 
in a udit showed that inspections conducted in those 
schemes covered about 14 per cent of orders for payment 
of grants i o these schemes; and tha t such inspections 
had revealed unsatisfactory working of the grantee 
organisations. 

(iii ) Submission of complete sets of accounts by grantee 
insti tutions as prescribed by the Ministry of Finance 
in May 1976 had not been insisted upon. R eview of the 
performance or grantee institutions, which the sanc­
tionin g authority was required to do every 3 to 5 years, 
had not been done in several cases . 

MINISTRY OF INFORMATION AND BROADCASTING 

59. Indian [nstitute of Mass Communication 

I. /111rod11ctory .- The Indian Institute of Mass Communi­
catio n (hereafter institute) was established in 1965 under the 
Mini ·try of Info rmation and Broadcasting and managed from 
1966 by tl1e Indian Institute of M ass Communication Society, 
a society registered on 22nd January 1966 under the Societies 
Reg1stration Act , 1860. The ma in objectives of the Institute 
arc to : 

(a) orga nise training and research in the u e and development 
of m ed ia of m ass communication; 

(b) provide training to the information and publicity person­
nel o f Central and State Governments and faci lities for 
training and research to public and private secto r indus­
tries; 

(c) a rrange lectures, seminars and S) mposia on problems 
connected with mass communication ; 
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(d) organise refresher courses and summer schools; 

(e) institute and award scholarships and fellowships for 
promoting interest in studies and research in mass com­
munication. 

2. Organisational set-up.- The rules of the society provide 
for a General Body, an Executive Council and a Standing Com­
mittee. The society has 47 members (including 26 nominees 
of Government, 8 representatives of Ministries/Departments and 
the Director of the Institute); it has an Executive Council consis­
ting of 12 members (6 nominees of Government, 5 representatives 
of Ministries/Departments and the Director of the Institute) 
entrusted with the general superintendence, direct.ion, control 
and administration of the affairs of the society. 

The General Body is required to hold meetings at least once 
a year and the Executive Council at least four times a year; 
however, no meeting of the General Body had been held between 
6th November 1975 and 25th November 1978 and that of the 
Executive Council between 19th February 1975 and 19th August 
1978. The Institute stated (October 1978) that, owing lo the 
prevailing political situation, the Ministry did not give it the re­
quisite attention during 1975 to 1977 and that the soc1cty re­
mained without a President (who was the Chairman of the Exe­
cutive Council) from mid-1976 to April 1978. 

The Director is responsible for administration of the Institute 
subject to the direction and guidance of the Executive CouociJ. 
The Institute's activities (training, research, evaluation and 
consultancy) are carried out through eight departments, namely 
(1) Visual Communication, (2) Radio and Television, (3) Adver­
tising and Campaign Planning, (4) Traditional Media, 
(5) Communication Research, (6) Evaluation and lmpact 
Studies, (7) Library and Documentation and (8) Department of 
Journalism. 
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During the period of 5 years ending 31st March 1978, the fol­
lowing teaching posts (which the Institute's Standing Committee/ 
Director were competent to fill) remained vacant for periods 
exceeding one year :-

Particulars of the post 

Professor (Visual Communication) 

Period of vacancy (dates) 

lst January 1974 to 6th March 1977 
and 12th JWle 1977 onwards. 

Professor (Advertising and Campaign 4th June 1974 to 2nd August 1976. 
Planning) 

Reader (Journalism) 3rd Fcbrumy 1972 onwards• 

Reader (Dcve.loprnenl Communica- Isl August 1974 to 8th March 1978. 
cauon & Journal ism) 

Reader (Visual Communication) 1st March 1974 to 26th November 

Lecturer (Journalism) 

Lecturer (Vis ual Communication) 

Edi to · 

Research Officer (Library) 

Seminar Executive 

Professor of Research 

1976. 

Jst Augus t 1974 onwards. 

l st August 1974 to 7th June 1976 and 
27th November 1976 onwards. 

I t August 1974 to 30th November 
1977. 

lst Aug~1 1974 to 13th November 
1975. 

26th April 1976 to 19th November 
1977. 

8th October 1971 to 3rd November 
1974. 

The Ministry stated (Jan uary 1979) that some of the posts 
remained unfilled because suitable candidates were not available 
and that some of the posts were kept vacant pending study by 
a staff inspection unit. 

3. Finance, accounts and audit. - The Institute received grants 
totalling Rs. 124.71 Jakhs from Government during the period 
1965-66 to 1977-78 and its total receipts from tuition fees etc. 
for this period amounted to Rs. 5.17 lakhs. The tota l expendi­
ture incurred from 1965-66 to 1977-78 was Rs. 129.38 lakhs; 
out of this, Rs. 72.04 lakhs (56 per cent) were spent on pay and 
allowances of the establishment, Rs. 49.10 lakhs (38 per cent) 

' 
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on contingencies and Rs. 8.24 lak.hs (6 per cent ) on equipment. 
The receipts and payments of the Institute during the years 
1973-74 to 1977-78 were as under : 

Receipts 1973-74 1974-75 1975-76 1976-77 1977-78 

(In lakhs of rupees) 
Opening balance 0. 78 0.41 1.34 0.57 0.21 
Grants received from 

Government 9.98 13 .53 15.28 20.55 18 .32 
Tuition fees 0.23 0. 17 0.36 0 .53 0.61 
Miscellaneous re-

ceipts 0.31 0.20 0. II 0 .08 0.07 
Grants received for 

projects/courses 
fro m different 
organisations 3.97 I. 88 1. 12 1.63 1.55 

TOTAL 15 .27 16. 19 18.21 23.36 20. 76 

Payments 
Pay, a llowances, etc. 5.90 7 . 58 10 . IQ 12 .6Q 11 .35 
Other charges 4.56 s. 17 6.24 9 .03 7 . 38 
&pcnditure on spon-

sored projects/ 
courses 4.40 2.10 1.21 1. 43 l.21 

Cosing balance 0.41 1.34 0 .57 0. 21 0.82 

TOTAL 15.27 16 . 19 18.21 23 .36 20.76 

In September each year, the Institute is required lo frame its 
budget estimates for the next financial year, get these approved 
by the Executive Council and thereafter send them to Government 
for sanction of grants ; this procedure was not followed 
for 1976-77 and 1977-78 because meetings of the Executive 
Council were not held. 

Under its rules the accounts of the Institute are audited by 
chartered accountants appointed by the society. Up to 1977-78 
the accounts have also been audited by the Comptroller and 
Auditor General of India under Section 14 of the Comptroller 
and Auditor General's (Duties, Powers and Conditions of Ser­
vice) Act, 1971. 
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4. Review of working.-In May 1972, Government appointed 
a review committee to assess the performance of the Institute 
from 1965-66 to 1971-72 and to ascertain whether the expendi­
ture incurred during the period was commensurate with the 
results achieved. The committee submitted its report to 
Government in October 1974. The committee observed, among 
other things, that the objectives of the Institute bad not been 
effectively pursued mainly due to dearth of outstanding pro­
fessional competence in the faculties and that while attractive 
scales of pay could not be offered to its staff due to paucity of 
resources, the funds made available were frequently surrendered 
and were not put to effective use by being spread thinly over many 
fields instead of concentrating on quality in teaching and origi­
nality in research. The committee made several recommendations 
for the more effective functioning of the Institute. The 
Ministry stated (January 1979) that the Institute was being asked 
to place the recommendations of the review committee before 
the next meeting of the Executive Council which would come up 
with firm proposals for approval by Government, wherever 
necessary, for implementing the recommendations. The Ministry 
added that one of the major recommendations, namely, that the· 
Chairman of the Executive Council and President of the society 
should be other than the Minister of Information and Broad­
casting had been accepted and implemented. 

A suggestion by the Executive Council in February 1975 that 
a working gro up should be appointed to examine quickly the 
scope and objectives of the Institute and the optimum utilisation 
of its equipment was not pursued. 

5. Programmes 
5.1 Plan programmes.- The programme of the Institute for 

the Fifth Five Year Plan consisted of l3 schemes for which an 
outlay of Rs. 40.82 lakhs was approved (October 1973) by the 
Planning Commission. However, during the period 1974-78 
Government released Rs. 12. 14 lakhs for plan expenditure as 
asked for by the Institute, out of which Rs. 11.91 lakhs were 
spent (March 1978) on 12 schemes. Physical targets for the 
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schemes undertaken by the Institute were not specified. N o 
work had been done under a scheme on "Speech Communication" 
(which sought to provide training in speech communication in 
some Indian languages and for research on problems faced in 
communicating rural development information) for whlch a plan 
outlay of Rs. 1 .5 lakhs had been approved. The Ministry stated 
(January J 979) that the Standing Committee was looking into it 
as part of its overall review. 

Though 8 out of the l2 plan schemes taken up included train­
ing as an activity under the scheme, training courses were con­
ducted only under 4 scbeme.s during the four yea rs ending March 
1978 • 

5.2 Training.- One of the primary objects of the Institute 
is to organise training in the use and development of media of 
mass communication, with special reference to the requirements 
of socio-economic growth of the country. From inception till 
31st March 1978, the Institute had conducted 110 courses and 
trained 2408 persons drawn from the Central Information Service 
(790), Central Government offices (290), State Government 
offices (572), public sector (307), private scholars (306) and 
foreign scholars (143). 

No assessment of future requirements of trained personnel 
had been made nor had any evaluation of the impact of the 
training been conducted. 

5.3 Duratiw of courses.- The review committee had 
observed (October 1974) that there had been a preponderance of 
short courses which were organised partly to meet a short-term 
urgently felt need, partly to compensate for the obvious inability 
of the Ministry and the media units to spare a sufficiently large 
number of their professional personnel for tra ining over rea­
sonably long periods and partly because the Institute was ill­
equipped to organise longer training programmes. Out of 110 
courses conducted till March 1978, 10 were for periods over 10 
months, 10 for 6 to 10 months, 7 for 3 to 6 months, 38 for I to 3 
months and 45 for less than one month. The Ministry stated 
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(January 1979) that the observation of the review ~ommittee 
would be placed before the Executive Council. 

In regard to pa rticipation in courses, the Institute stated 
(August 1978) that no norms for maximum or minimum number 
of trainees to be admitted to a particular course had been laid 
down . The average number of participants per course worked 
out to 22. A test-check in audit disclosed that out of 54 courses 
conducted during 1973-74 to 1977-78 (expenditure : Rs. 47.89 
ia khs), 16 cou rses were attended by I 5 or fewer participa nts and 
three of lhc latter by less than six participants. The Ministry 
stated (Janua ry 1979) that it would also go into details of courses 
which had not a ttracted a sufficient number of pa rticipants to 
see whether such courses should a t all be conducted in future. 

5-4 Tuition / ees.-Government had directed (1963) that 
no fee was t o be cha rged for training of officia ls o f Central 
Government, State G overnments and U nion Terri to ries at the 
Institute. The Executive Council decided that training facilities 
could be extended on payment of a reasonable fee Lo employees 
o f public sector undertakings (1966) and priva te.persons (1969). 
In some cases, it was noticed in audi t tha t the Institute had 
collected tuition fees from Government sponsored candidates 
but had been ~xtend!ng free tra ining facilities to private candi· 
dates. 

The Executive Council had neither fixed the amount of 
tuition fees Lo be cha rged (excep t for one course held in 1971} 
nor laid down the principles o n which it should be determined, 
for the training courses organised by the Institute. N o uniform 
basis seemed to have been followed in fixing the rates of fees 
cha rged by the Institute for various courses with reference to 
the cost of training or an.y other factor. Fees v3ried for the same 
course from year to year; for instance, while Rs. 200 per trainee 
w ere charged in 1976 for a 12 day course, no cha rge was levied 
for the same course fo r departmental candidates in 1977 and 
private cand idates were charged only Rs. 50 per head. 

• 
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During 1973-74 to 1977-78, the average direct expenditure of 
the Institute per trainee per day was as follows :-

Year 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

6. Research 

Number of 
trainee day 

J.5,452 

22,699 

20,475 

18,550 

21,064 

Exp.:nd it ure• Expenditure per 
on training lra ince per day 

(Rs. in Jakhs) (Tn rupees) 

7 . 53 48.73 

8 .77 38.63 

9 . 68 47 .29 

11.23 60 .52 

10 .69 50.73 

6.1 In February 1966. the Executive Couucil decided to 
set up a resea rch wiug. In September 1967, the General Body 
emohasised the need for collaborative action with similar research 
orga nisations on specific communication problems in order to 
conserve limited resources of the country. In Augu t 1970, the 
General Body felt that the research activities needed to be 
strengthened and enlarged and in October 1973, it stres ed that 
the Institute sh.ould a lso bring itself up to a position. where it 
could take up specific studies and research work from outside 
clients. In October 1974, the review committee had observed 
that " research had not penetrated or deeply explored the work of 
all the major media" and recommended that the Institute should 
have a Research Advisory Council with a few outside experts as 
members and collaborate with other institutions and universities 
engaged in communication resea rch. 

It was, however, noticed in a udit that (a) no Research 
Advisory Council had been established (October 1978), (b) no 
research study had been entrusted to the Institute by any outside 
agency during the period of three years ending 31 st March 1978, 
and (c) no collaborat..ion had been made with any other research 

(*Note : Calculated with reference to actua l revenue expenditure incurred 
directly on training and 80 per cent o f the to tal overhead expenditure). 
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organ.isation on specific communica tion problems except for the 
preparation of an annotated bibliography 'Mass Communication 
in India' iP co-opera ti on with the Asian Mass: Communication and 
Information Centre, Singapore in 1976. The Institute stated 
(August 1978) that no foll.ow-up action had been taken on the 
suggestions made by the General Body at its meeting held in 
October 1973. The Ministry sta ted (Ja nuary 1979) that the Re­
search Advisory Committee had since been set up after Novem­
ber 1978. 

6.2 Departmem 1/ evaluation and imp!lct studies.- On the 
suggestion of the Ministry (April 1974) to make an expert 
assessment of its needs for augmenting its resources in 
terms of personnel and equipment for effectively under­
taking studies of public opinion and media impact, the 
Institute decided (January 1975) to add a new department for 
evaluation :md impact studies with the objective of building up 
in the Institute expertise for evaluation and impact studies to 
provide consulta ncy services to the Ministry for evaluating the 
activities of its media units and similar consultancy service to other 
Central and State Government agencie:;, public sector undertak­
ings a nd other organisations. The fees for consultancy se.i:vfoes 
for State G overnments, public sector undertakings and other 
organisations were to be negotiated for each project between 
the Institute and the org?nisation .:oncerned. 

At the instance of the Ministry, the department conducted 
I 19 evalua tion studies till 31 st March 1978; none of these were 
intended to be published. No studies had been undertaken on 
behalf of State G overnments, public sector undertakings or other 
organisations. The expenditure incurred by the department 
since inception till 31st March 1978 was R s. 11 .36 lakhs. 

7. Publications.- The need for publica tion of academic 
materiaJ accumulated from its research a nd training activiti~ 
for use as text books and as reference material was recognised 
by the Institute in September 1971. [n October 1972, a post of 
editor was approved by the Executive Council for research reports 
which were to be published for use by academicians, policy 
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makers and the general public as, in the ab ence of an editor to 
take charge of the materia l, these were lying unused. The 
post of editor was, h owever, filled in December J 977 only. No 
publications other than a quarterly journal had been issued bj 
the Institu te so far. 

T he General Body had suggested (October J 972) tha t the 
rnstitute should undertake wider dissemination of its research 
findings by a continuous publication programme. Though the 
Institute had repor ted to the Genera I .Body (October 1973) that 
a publica tion committee had been set up to assess, w ith the 
help of outside experts, the suita bility of its research findings for 
publication, the Institute i11formed Audit in August 1978 tha t 
action to constitute a publication committee had not in fact been 
taken. The Ministry sta ted (Ja nuary 1979) tha t an active scheme 
of publications was envisaged in the plans of the Institute which 
proposed to produce six basic teaching manuals. to release some 
of the studies un.dcrtaken and to publish occasional papers on 
different aspects of communicatio11. 

8. Summing up.-The sa lient points that emerge are : 

(i) A revie\v committee et up by Government in 1972 to 
review the activities of the Jnstitute submitted its report 
in October 1974: the recommendation were still under 
consideration (January 1979) and in April 1978 only the 
first step o f reconstituting the society, a. recommended 
by the review committee. had been taken. 

(ii) fmplemcntation of the Fifth Plan programmes, as evident 
from the progress of plan expenditure, was far behind 
schedule. Sanctioned posts remai ned vacant for long 
periods and one out of 13 approved schemes had not 
even been taken up a lthough fo ur years of the Five 
Yea r Plan had elapsed. 

(iii ) fn 12 years of its existence up to 31st March 1978, the 
Institute functioned mainly as a training institution but 
no assessment of the requirement of trained personnel 
in the field of mass co mmunication had been made nor 
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had any evaluation of the impact of the training been 
conducted. The Institute trained 2408 persons in 110 
courses organised by it till March 1978; the courses 
were mostly of short duration and some were poorly 
attended. 

(iv) Despite the emphasis placed by the General Body and 
recommendations of the review committee on the Insti­
tute's research activities, the Institute had not taken steps 
to improve its performance in this area. Although the 
need for dissemination of its research findings had been 
recognised by the Institute and also pointed out by the 
General Body in 1972, no research material had, so far, 
been published. The Institute undertook 119 evaluation 
studies till 31st March 1978 on behalf of Government 
but no such studies had been undertaken on behalf of 
State Governments, public sector undertakings or other 
organisations. 

MINISTRY OF SIIlPPING AND TRANSPORT 
(Transport Wing) 

60. Madras Port Trust 

1. Introductory.- Madras Port has been one of three premier 
ports of India since the British time. In 1905, the management 
of the port was vested in a Port Trust constituted under the 
Madras Port Trust Act, 1905. This Act has since been replaced 
by the Major Port Trusts Act, 1963 as amended in 1974. The 
administration of the Port Trust is vested in a Board of Trustees 
constituted by Government in accordance with the priovisions of 
section 4 of the said Act. Io 1945, Government appointed a 
commission to go into the needs for a large port; its recommenda­
tions were examined by a technical committee in 1946 and the first 
stage of development of the Madras Port took place between 
1951 and 1966 in accordance with these recommendations. By 
1966, the pattern of shipping had undergone a change with the 
introduction of bulk carriers and a master plan for development 
of the port for a deep water extension was drawn up at an estimated 
cost of Rs. 2,828 lakhs. In accordance with this plan, an expendi­
ture of Rs. 5,494.37 lakhs had been incurred on its execution till 

-
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March 1978. A summary of the capital and revenue account of 

r the Port Trust for the years 1973-74 to 1977-78 is given below : 

1973-74 1974-75 1975-76 19767 1977-78 
(In lakhs of rupees) 

A. Assets 
I. Capital assets 

at cost 6202.51 6279 .12 6444.63 6603 .29 9114 .86 
Less deprecia-
ti on 846.23 982.59 1122 . 67 1244.43 1473. 39 
Assets a t depre-
ciated value 5356.28 5296.53 5321.96 5358.86 7641.47 

2. Works-in-progress 895.93 1666. 75 2370.00 2788.63 204.63 
I 

3. Investments 391.99 283.13 207.09 216.81 235.85 .. 
;;.. 4. Current assets 1423.30 1824.02 2225.02 2431.49 3124.85 

" TOTAL 8067.50 9070.43 10124.07 10795.79 11206.80 , 
B. Liabilities 
1. Capital debts 

(i) From Go-
vernment 3201.54 3903.45 4607.01 4801.29 4999.03 

(ii) From other 
sources 561.87 440.92 297 .76 442.30 272.47 

3763 .41 4344.37 4904.77 5243.59 5271.50 
2. Current liabili-

ties 520.61 661 .52 624. 66 719.55 872.52 
3. Reserves, sur-

plus, pensions, 
provident funds, 
etc . 3783 .48 4064.54 4594.64 4832.65 5062.78 

• T OTAL 8067.50 9070.43 10124.07 10795.79 11206.80 

C. Revenue and expenditure 
1. Revenue income 1280.18 1496.24 2305.36 2394. 58 2851.17 
2. Revenue expen-

diture 
(i) Cost of ren-

~ring ser-
805. 15 946.36 1182.21 1244.07 1299.39 vices 

(ii) Management 
and general 
administration 200.72 221.79 285.78 294.21 363.61 

(iii) Finance and 
miscellaneous 
expenditure 265.29 308 .63 385.83 558.47 789.71 

TOTAL 1271.16 1476.78 1853.82 2096.75 2452.71 

3. Surplus 9 .02 19.46 451.54 297.83 398.46 
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2. Accounts a11d auclit.-T he Port Trust maintains its 
accounts and prepares its a nnua l statement of accounts including 
balance sheet in the form specified by G overnment in consultation 
with the Comptroller and Auditor Genera l of India. The accounts 
are audited by the Comptro ller a nd Auditor General o f India and 
the a udited accounts together with the Audit Report thereon 
a re forwarded to G overnment fo r being laid before both the 
H ouses of Parliament. 

3. Facilities available at the port for handling traffic.-The 
following table gives a summary of the vario us facilities available 
at the po rt for handling tra ffic as in 195 1, 1966 and 1977. 

1951 1966 1977 
---

Length of quay (in metre~) 1302 3002 3780 
Number of berths 9 18 19 
Transit sheds (area in square metres) 33 180 55038 47450 
Warehouses (area in squa re mc trc5) 52200 72 132 80600 
Wharf cranes 19 48 52 
Railways (length in kms.) 36.6 61. 77 64. 18 
LOcomotivt..'S 12 36 26 

The volume of traffic handled at the port which stood at 
21.54 lakh tonnes in 1951 rose to 43.98 lakh tonnes in 1966 a nd 
80.68 Ja kh tonnes in 1977-78. The table below shows the total 
traffic hand led during the las t 5 years, grouped under major items : 

197.1·7-l 1974-75 1975-76 1976·77 1977-78 
(In lakhs of tonnes) 

lmporll 

(i ) Crude oil 30. 57 28 .57 29.5'.I 25 . 18 26.71 
(ii) Foodgra in~ 5. 53 5 .39 13. 13 9.84 1.50 

(iii) Fertil iser' 4 . 55 6.66 .1.60 4 .67 5. 19 
(iv) Other' 6. 18 6.98 -1.61 7.97 12. 14 

£xporn 

(i) Tron ore 12.n 22.05 20. 11 22.0l! 23.22 
(ii) Oth.:rs 7.90 9.50 7.85 8.62 . 11 .92 

Total o f import~ and 
cxporh 77.45 79. 15 78 .83 78 .36 80.68 

Passenger Lraftic ~20 1 3 84288 65654 53237 5799 1 
(In numbers) 

The capacity of a berth to ha ndle t raffic is assessed by the 
Pon Trust with reference to the maximum tonnage handled on 
any single day. Computed on this basis. the capacity of various 
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berths to handle traffic has been worked out by the Port Trust 
to be 91 lakh tonnes per year. Based on the maJdmum tonnage 
hand led by each berth on any single day during the five years 
1973-74 to 1977-78, the total tonnage that could be bandied by 
the 19 berths, however, aggregated to 1.95 lakb tonnes per day 
and on this basis the berths had to be in operation for handling 
91 lakh tonnes for a maximum of 47 days only in a year. Thus, 
the optimum turnover assessed by the Port Trust .at 91 lakb 
tonnes a year does not represent the correct capacity a nd wou ld 
need an upward revision. 

The traffic handled, average occupancy of berths in number of 
days and percentage of traffic handled with reference to the 
capacity of 9 1 lakh tonnes is given below for the years 1973-74 lo 
1977-78: 

Year 

1973-74 
1974-75 
1975-76 
1976-77 
1977-78 

Tonnage 
handled 
(In lakhs 
o f tonne ) 

77.45 
79. 15 
78.83 
78 .36 
80 .68 

Percentage Average 
with reference period of 
10 capacity occupancy 

of various 
berths 

(In day~) 

85. 1 261 
87.0 312 
87.4 271 
86. 1 242 
88. 7 265 

In respect of the following berths, the periods during which the 
to nnage handled fell below 50 per cent of their rated capacity are 
given below : 
Names of berths Rated capacity Tonnage handled 

(In la khs of tonnes) (Cn lakhs of tonnes) 

South Quay V 0.11 1976-77 0.004 
0.11 1977-78 0.01 7 

East Quay 0.17 1973-74 0.06 
0 .17 1976-77 O.Q2 
0. 17 1977-78 0.008 

Jawahar Dock 4 .00 1973-74 I.JS 
4.00 1974-75 1.09 

Jawahar Dock Ul 4 .00 1973-74 1.86 
Jawahar Dock fV 7 .00 1973-74 2.27 

7.00 1976-77 2.38 
7.00 1977-78 I.BE 

Jawahar Dock V 4.00 1977-78 1.!Sci 

S/ 7 AGCR/78-23 
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The Port Trust stated (August 1977) that due to large ize 
of certain vessels and storage and operational reasons, only two 
vessels were operated in three (out of six) berths of Jawahar Dock 
comprising two rows of three berths each. 

4. Utilisation of cranes, .forklift trucks, etc.-The po ition 
of availabi lity of crane , fork lift trucks, pay loaders and power 
sho,·els (as repo rted in the Administrative Reports for 1973-74 
to 1977-78) as against their average demand for traffic, is indica­
ted below: 

Description Tota l number Average traffic demand 
ofcquipment in stock 

1973-74 1974-75 1975-76 1976-77 1977-78 

Shore crancs 46 till 1973-74 13.4 18 .95 19 .33 J5.7 18 .7 
40 from 1974-75 
41fro m1976-77 
50 from 1977-78 

Mo bile cra111.:s 3 I till 1974-75 8 S.3 3 8.3'.l 8 .0 8 I 
26 from 1975-76 

Fork lift l rll\:k ~ 88 ti ll 1974-75 22 23 21.3 22.3 
74 from 1975-76 
63 from 1976-77 

Pay loadi:r still 1975-76 4 4 4 4 ~ . 73 

6 from 1976-77 

Power shovels 1 

The equipment in s tock would appear to be in e?tcess of the 
average demand. Nevertheless, there was short supply of forklift 
trucks during the years 1973-74 to 1977-78 as per particular 
given below : 
Year 

1973-74 
1974-75 
1975-76 
1976-77 
1977-78 

Average 
traffic 
demand 
in 3 
sh ifts 

66 
69 
67 
67 
66 

Average A v.:tJ&::t: 
supply ~hortfall 
per day (in pi:r-
in 3 ccnla!w) 
shifts 

64 3.03 
66 4 .33 
66 l. 5 

66 J. 5 
64 3 .03 

\ 
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The Port Trust stated (December J 977) that 7 forklift trucks 
had been reserved for hand ling pig iron on ly and that there \\ ere 
54 trucks available for other purposes, as against 56 trucks 
(63- 7) mentioned in the Administrat ive Reports for the years 
1976-77 a nd 1977-78. The shortfa ll in the supply of fork lift 
trucks was attributed by the P ort Trust to the · 'absenteei~m of 
operato rs ... 

5. Employ1111mt of labour, 011tp11t and earnings.- The labour 
force in the Port fa lls into two categories, shore labour an t.I dock 
labour. Shore labou r is u nder the control of the Port T rw- t whi le 
dock labour is managed by the D ock Labour Board . Tl~e .... ages 
payable to the shore labour have been determined in accordance 
with the recommendations of a committee appointed by G o,ern­
ment in 197 1. According to the recommendations of the commit-· 
tee, the minimum wages and the minimum turnover (known as 
datum line) during prescribed hours of duty for variou~ kind~ or 
cargo have been de termined. Any turnover in exce~~ of t he 
datum line during the prescribed duty hours ha s to be remunera­
ted extra according to prescribed scales. An ana lysis or the wages 
admissible a t the datum line a nd additional wages paid for turn­
over beyond the datum line for the five years 1973-74 to 1977-78 
indicated the following position :-

Amount of Amotll\l o f 
wages paid wages pa id 

Yt:ar at datum l'or work 
line abO\<: dat um 

line 

( In la kh~ 1)r rupees) 

1973-74 28.19 71 .98 

1974-75 48. 16 82.66 

1975-76 57 . 85 IJ 1. 11 

1976-77 52. 82 88.86 

1977-78 37.29 114. 70 



348 

A te t-check in audit of records of 1973-74 to 1976-77 dis­
closed the following positiou of average turnover of Jabour 
vis-a-vis the datum line prescribed for various kinds of ca rgo. 

Nature of C.irgo 
handled 

Imports 
(i) General cargo 

(excluding coastal 
cargo) 

(ii) Coa tal cargo 
(iii) Cargo bagged 

above 51 kgs. 
(iv) Cargo bagged 

below 51 kgs. 
(v) Oil, grea~c. ck. 

(vi) Iron, st.:cl and 
pig iron 

Exports 
(i) General cargo 

(excluding coasta l 
cargo) 

(ii) Coasta I ca rgu 

(iii) Sugar 

(iv) Tron, :,te.:I and 
pig iron 

D a tum Average of actual turnover per hook 
prescribed hour (in tonnes) during 
per hook 
hour 

(in tonnes) 1973-74 1974-75 1975-76 1976-77 

5.0 
6.8 

9. 0 

7 .5 
JI. 3 

7 .5 

5.0 

6.3 

8.5 

7.5 

14. 1 
6 .3 

25 .6 

21.3 
39 .4 

24 .4 

l I . I 

13.3 

21. 0 

18. 6 

14 .3 
7.8 

28. 9 

21. 3 

26 .3 

13.5 

17 .9 

20 .3 

25. 0 

13.6 
8.0 

19.2 

33. 7 

24 .4 

14.3 

20 .4 

22. 8 

21. 7 

14 .4 
J0 .3 

19 .6 

35.2 

24.9 

J6 . l 

14 .0 

25. 1 

21.9 

It was further noticed in audit tha t whereas the committee 
had recommended a gang strength of L l, the Port Trust, with the 
approval of Government, had raised it to l4 in 1974 but no 
upward revision of the datum line was made (from 1st October 
1975 to 30th June 1976 the gang strength was, however, reduced 
to 12 to cope up with t he foodgrains traffic). F urther, between 
1971-72 and 1977-78 the Por t Trust had incurred an expenditure 
of Rs. 117.58 lakhs for procurement of additional cargo handling 
equipment and renewals aud there had been a gradual increase 
of p11letisation of general ca rgo and bagged commodities s :.tch 
as foodgrains, sugar, etc., a ll these resulting in increase in opera­
tional efficiency of labour without increase in datum line. The 

\ 
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Port Trust sta ted (December 1977) that a comprehen<>ive review 
of the piece ra te sy tern was already engaging the attention of 
Government. 

6. Port rai/11ay.-Tbe Port rail\.\a) has a length of 64.18 
kms. of which 17.96 kms. are bread gauge. As on 31st March 
1978, it had 26 loccmotives of \.\hich 4 \.\ere acquired in 1972-73 
and 4 in J 974-75 at a cost of Rs. 187.06 Jakhs to meet the requ ire­
ments of the ore handling project which \.\·as expected to ce 
ccmmi ssioned in 1974; the project had, ho\.\ ever, been commis­
sioned only in May 1978. The statement belO\~ indicates the 
supply and demand position of the locomotives for the five years 
1973-74 to 1977-78 : 

Year 

1973-74 
1974-75 
1975-76 
1976-77 
1977-78 

Number o f 
locomo1ives 
available 

33 
37 
30 
26 
26 

A veragc tra file 
demand per day 
(in three sh ifts) 

(In one hift) 

32 10.7 
36 12. 0 
37 12.3 
33 11.0 
34 11. 3 

Average 
supply 

per day 
(in three 

shifts) 

I In one shift) 

31 10 .3 
36 12 .0 
37 12 .3 
" .. 1 ~'1 l l.O 
34 11.3 

TJ1e Port Trust supplies wagons on payment of hire charges to 
its customers and the charges realised were generally in excess of 
the expenditure on their maintenance as indicated in the tablc 
below: 

Year 

1973-74 
1974-75 
1975-76 
1976-77 
1977-78 

Expenditure 
on maintenance 
of wngons 

Earnings 
from h ire of 
wagons 

3. 06 
4. 17 
3.85 
1.82 
0. 53 

(In lakhs o f rupees) 

4.85 
1. 41 
4 .40 
8. 67 
2.30 

The fall in ir.ccn-e in 1974-75 \\ a. a111iruted b) the Port Trust 
to accou nting of re' enue on chute \.\ agon!> under ' ·Traff.c ar pli­
a nccs·· instead cf ur.cer " Earninp f1 c m hire of" af cns". t:bc 
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fall ;n income in 1977-78 lo decline in foodgrains traffic and the 
increa~e in expenditure in 1974-75 to certain modifications made 
to d .u tc wagon . 

i D e:-.pite the sati sfactory position of locomotive~ a nd wagons, 
the rai lway operations had been shO\\ ing recurring net deficit 
to the Port Tru t over the years, as would be seen from the table 
belov. : 

l 1973--J 

1974---5 

1975--6 

1977-7>. 

Operating O ' crhcads Total Operating Net 
expend iture cxpcndi- income deficit (- ) 

turc surplus(+) 

(In la J..hs o f rupees) 

98 .41 39.45 137.86 92. 69 -45. 17 

119.23 -17.70 166.93 t04 . 14 - 62 .79 

183 .96 82 .67 266 .63 213.48 - 53. 15 

115.20 49.67 16'1 .87 1 62 . ~l - 2. 56 

116.28 50 .20 166.48 160 .07 - 6.41 

1 . Reco l'l' l"J' of freight charges.- The Commission on M ajor 
Port> a ppointed by Government had recommended (June 1970) 
in it~ report that the Major Ports should strive to achieve an 
a nnual return of l 2 per cent over the capita l employed a nd that the 
return o obtained should be reserved to meet certai n specified 
pu rposes of development. The recommendations were accepted 
by G overnment in 1975 and it was felt that the prescri bed return 
could not be obtained except by an upward revision of port 
charge, . Accordingly the rates were revised with effect from 1st 
July 1975. The Madras P ort T rust achieved the following return 
againq capital employed during 1975-76, 1976-77 and 1977-78. 

Capital Return Percenta ge 
Ye~r employed achieved o f return 

(In la khs of rupees) 

1975--t • 6922 743 10.7 
197&-77 7070 742 10.5 
1 977-7~ 9261 928 10 .0 

' 
·~ 

• 
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. ' 
.I f " 

In this connection, an analysis of the gross return achieved by the Port on various ac11v1t1es with 
reference to the operational expenditure revealed the following ,position for the perl(ld 1975-76 
to 1977-78 : -

1975-76 1976-77 1977-78 

Ac1 ivi1ic~ Revenue Revenue +Surpl us Revenue Reve11111.: + Surplus Revenue Revenue +surptu~ 
income expenditure - Defici t income expenditure - Deficit income expenditure - Deficit 

(fn lakhs of rupees) 

Cargo handling and 
165-1.99 1236.83 (+)418.16 1589.03 1318.80 ( + )270.23 2096.40 1813 .01 ( + )283. 39 storage 

Port and dock ser-
vices 365.00 499. 12(-) 134 . 12 413.6-t 596. 16 (-)182.52 486.53 651.41 (-)164.88 

Port railway 222.58 275.65 (-)53.07 170.48 23 1. 52 (-)61.04 176.60 242.1 6 (- )65. 56 

E~tate management 12. 21 40. 81 (- )28 .60 15.30 48.70 (-)33.40 19.05 48.22 (-)29. 17 

Stevedoring 9 .00 5.7 1 ( + >3 . 29 31 .95 23.78 {+)8 .17 5.95 6 .44 (- )0.49 

Contract handling 
of iron ore a t 
Jawahar D ock 41.59 32.40 ( + )9 . 19 174. 18 158.23 (+)15.95 66.64 70.29 (-)3 .65 

--- -----
T OTAL 2305 . 37 2090.52 ( I )214 . 85 2394.58 2377 . 19 (+)17 .39 2851. 17 2831. 53 (+ )19.64 

--- --- -
.lt would app~ar from t~c abov? table tin t .the s.urplus carni~i!s.of the Pc:>rl Trust arc essentially due to earnings in cargo 

handling a1ld storage op;!rattons wlule the earnmg> 111 other act1v111es- par t1cularly the port and dock seniccs. port 
railways an1 estate m1n1gement- are substantia lly below the revenue expenditure on the respective act ivities. 

w 
Vl 
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8. Stores and stock.- The Port Trust had introduced, with 
effect from Isl October 1975, machine accounting in the stores 
department in addition to manual accounting which had been 
continued pending reconcil iation of p hysical and account balances 
as 0 11 30th September 1975. For purposes of compilatio n of 
monthly accounts. values as given in the manual accounting were 
only taJcen into account. The balance of stock held by the Port 
Tru st as on 3 1st March of each year for five yea rs is given below: 

Year 

1974 
1975 
1976 
1977 
1978 

Value 
(In lakhs 
of 
r upees) 

2~4.17 

285 . 23 
354.60 
422.0S 
436. 17 

Accordi ng to the prescribed procedure, contiouou stod. 
verification wa requi red to be conducted annually. Dunng 
the past 13 years, however , the P ort Trust had completed 
only ix rounds of tock verification. The Port Trust stated 
(December J977) that d ue to the fast development of the p ort, 
the number of items in stock increased phenomenally with the 
resu lt that the rate of stock verification and arrangement for it 
could no t cope up with it. 

It was further noticed (August J976) in audit that no physical 
verifica tion wa conducted in respect of 211 items \alued at 
Rs. I .45 lakhs \\hich were held in stock according to records of 
the Port. The Port Turst staled (December 1977) that these 
items had been issued prior to 1957 as per the records of the 
Stores Department, that necessary note bad since been taken 
for 60 i I ems aflcr verificat ion a nd that the remaining items "'ere 
under scrutiny for adjustment. 

9. A cquisition of two high-powered dock tugs.-In March 1966, 
the Port Tru st submitted a proposal to Government for inviting 
global tenders to procure two dock tugs for the oi l dock pro­
posed to be commissioned in 1968. Government, however, 

t 
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advi~ed (March 1966) that there were indigenous manufacturer::: 
for this item and that global tenders were not necessary. The 
Port Trust, thereupon, invited tenders (May 1966) from 10dige­
nous firms. Of the two tenders received, the tender committee 
recommended the offer of the lower tenderer though, 1n the 
opinion of the Port engineers, the latter was yet to build up a 
reputation ;n the field. 

Based on the tender of Rs. 86. 58 lakhs ex-works, Ho'Arah 
(foreign exchange component Rs. 32 .90 lakhs), the Port Trust 
approved an estimate of Rs. 112 . 24 lakhs inclusive of excise . 
insurance, etc. and addressed Government in June 1967 for 
approval, Government's approval was received in June 1968 
agr~ eing in principle, inter alia, to the release of foreign exchan u e 
of Rs. 30.48 lakhs tied to a foreign Government credit. The 
acceptance of the offer was communicated (July 1968) to the 
firm. In the meantime (January 1968), the fi rm demanded a 
price escalation of 7} per cent (Rs. 6. 49 lakhs). Th.is was 
accepted by the Port Trust in June 1968 and approved by Govern­
ment in September 1968. 

In July 1967, the Director General, Technical Developme nt 
(DGTD) was addressed by the Port Trust for clearance of the 
items to be imported as the delivery schedule had been linked 
to the receipt of import Jicenee. Ttems worth Rs. 27. 78 lakbs 
were cleared by the DGTD in December J 967. A few mo re 
items a ked for by the fum were cleared in March J 969 but 
clearance given earlier for the main engines was withdrawn as 
these were, by then, being manufactured by a public secw r 
undertalcing in India. The firm was asked (October 1969) to 
place orders locally for the main engines. While the firm placed 
the orders in February 1970, it also made it clear (May 1970) 
that the supply of tugs would be subject to price increase equal 
to the difference in cost between the imported and indigenous 
engines (estimated at Rs. 6. 50 lakhs). The demand for a 20 
per cent advance by the supplier of the engines was settled after 
protracted correspondence and the order for the engines was 
accepted by him in April 1972. Till August 1973, there was 
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not much progress in the work as the firm had reportedly suffered 
hcav) losses due to booking of unremunerative orders. Even 
in October 1969, the Po rt officers had reported that the firm 
was not able to carry o ut the orders immediately due to re­
o rgani a tio n o f the workshop. Under a scheme to rehabilitate 
sick ind u tries, the fi rm and its pending orders were taken over 
by another firm in July 1973. In January 1975. the new firm 
stated that the cost of the tugs would be R s. 275. 76 lakhs ex­
cluding the cost of engines ( Rs. 50.59 lakhs). In March 1975, 
it accepted a price of R . 285 .43 lakhs including the cost 
of engines and o ffered to make the first tug available for trials 
in June 1976 and the econd in February 1977. ln June 1975, 
th~ Port Trust approved the escalation a nd for the revised esti­
mate of Rs. 347 .97 lakh , including excise, insurance. etc. , 
Government" approval was received in May 1976. 

The fir~t tug was delivered in March 1977 and the second in 
J uly 1978. The oi l dock for which these tugs were intended had 
bL"t!n commissioned in September 1972. During this period 
the Port Trust had to manage with the tugs available with it, 
wit'1 ome restrictions such as no night-pilotage a nd restrictio ns 
of J raft during mo nsoon mo nths. 

Apart from delay in the supply of tugs, there was an add itional 
expt:nditure of R s. 183. 00 lakhs over the original offer. The 
Port Trust s tated (August 1977) that the increase in expenditure 
was main ly due to a majo r policy decision of G overnment 
relating to indigenous supply. 

10. Co11tract .for dredging .for reclamation of land .for ore 
bnrh .- ln A ugust 1971. the P ort Trust awarded contracts to 
two firms for removal o f 4. 5 lakh cubic metres o f sand by July 
1972 at the rate of R:>. 7 per cubic metre for recla matio n of a 
<.:ertain land ror ore berth. It was stipulated in the contract that 
the PorL Trust could foreclose the works as soon as it could 
make arrangements for getting the work do ne by dredgers. By 
June 1974 (two years beyond the stipulated date for completion), 
the two firm;; had completed 42 . 9 and 36.8 per cent of work 

.. 
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allotted to them and requested for increase in rate" for doi ng 
further work. By then , the work was entrusted to a public 
ector undertaking for execution with the help of ils ow n 

dredgers a nd the Port Trust foreclosed the contracts with the 
two firm s. 

The contract for dredging wi th the public sector undertaking 
fixed a hire charge of Rs. 1,7 10 a nd Rs. 4,910 per pump per 

hour a nd Rs. 3,105 and R s. 15,890 per day for pipe line hire 
for each of the two dredgers to be utilised on the job. Though 
it wa anticipated that the dredgers would give an outturn of 
350 cubic metres of solid per hour, the agreement did not provide 
for a ny reduction in rate due to fall in output and idle hours or 
for liquidated damages. The two dredgers took 5. 125 hours 
to dredge 8.42 lak h cubic metres of solid ; thi s worked out to 
an outlurn of 164 cubic metres per hour. As the poor perfor­
mance was due to defective machinery. improper operation , 
leakage of sand, etc. aud the public sector undertaking did not 
agree to a ny reduction in rate. the Port Trust referred the matter 
to Government in June 1976. At the instance o f Government, 
the Port Trust paid a sum of Rs. 166. 57 lakhs to the public sector 
undertaking. Calculated on the a nticipated outturn of the two 
dredgers, the work done ought to have cost the Port Trust 
a sum of Rs. 61. 5 L lakhs only. Thus, the extra cost to the Port 
Trust worked out to Rs. 105. 03 lakhs. 

11. Mainte11a11ce dredging.- The Port Trust carried out 
maintenance dredging of the Port area during 1973-74 to 1977-
78 utilising the services of three dredgers (two during 1975-76). 
The cost of operating the dredgers per tonne dredged is indicated 
below for the last 5 years: 

1973-74 1974-75 1975-76 1976-77 1977-78-

(In rupees) 

DrLdger "Cauv.:ry"" 3.71 20.65 10.50 7.17 6. 17 
Dredger "Coleroon .. ·Lil 8.44 4.51 3.20 4 .99 
Dredger " G odfrey 
Armstrong·• 4.09 8.55 Not opcr.1red 8.62 9.52 
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T he total quantity dredged, tota l expenditure incurred for 
d redging and rate per tonne for the last 5 years are given helow : 

Year Quantity Total Rate 
dredged expendi- per 
(In lakhs ture an l01111C 

of lakhs of (ln 
tonnes) rupees) rupees) 

1973-74 24 .54 108.75 4. 43 
1974-75 12 .21 120 . 70 9.89 
1975-76 :!4. 17 1 55.~ I 6.43 
1976-77 32. I 5 165 .68 5 . 15 
1977-78 28.17 174. 02 6.16 

The Po rt Trust had int roduced an incentive . cheme in May 1976 
lo improve the productivity of the dredging operations. 

12. Construction of rm oil dock.- Till 1964, the Madras Port 
had three oil mooring berths, capable of taking tankers up to 
15,000 DWT. In 1964, Government decided to set up an oi l 
refinery in· Madras and this necessitated improvement o[ faClii­
ties at the port so as to enable handling tankers up to 1,00,000 
DWT and 2 . 5 mi LI ion tons of crude oil in the first stage. For 
this purpose, certain proposals were considered and it was decided 
(May 1965) by the Port Trust and Government to have an 011ter 
harbour and a new oil dock. An estimate of Rs. 455 . 25 Iakb~ 
was sanctioned for the purpose in Febrnary 1966 providing for 

- construction of a breakwater on the eastern side, a light 
jetty a nd a tanker berth; 

- dredging up to 42 feet draft to handle tankers up 10 45,000 
DWT; and 

- reclaiming 90 acres of land near the oil dock a nd pro­
vicling a reclamation wall. 

The e11 tirc project was designed to be :ci.ccuted by October 
1968 so as to synchronise its completion wi th the commi. ioning 
o f the c il refi nery at Mad ras in 1968-69. The works relating to 
construction of breakwater in outer ha rbour and reclamation 
wall were commenced in September J 966 and completed in 
September 1972 ; the dredging of outer channe l for 42 feel draft 

• 
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was taken up in March 1968 and completed in September 1972 
and the reclamation wo rk taken up in March 1968 and completed 
in August J 975. In the meant ime, the refinery went into pro­
duction in February 1969 and the Port Trust incurred additional 
expend iture of Rs. 12.22 lakhs to provide tempo rary faci li ties 
to enable che refinery to go into production. 

The project was init ially estimated to cost Rs. 455. 25 lakhs. 
The e:.timatc was. however, revised to Rs . 814. 86 lakhs (January 
1969), Rs. 2,320 lakhs (March 1973) and Rs. 2,623 lakhs (October 
1976). The last two revisions in estimate had not been sanctio ned 
(December 1978) by Governmeoi. An expenditure of 
Rs. 2,676.70 lakhs bad so far (March 1978) been incurred . 

Tbc consultant of the Port Trust, who had prepared the master 
plan fo r development o f th e port, had recommended that for 
the construction of breakwater and o il berth, the port should 
use circular 'caissons·*. · However. when G overnment recom­
mended u e of indigenous mild steel for the 'cais ons', the Por t 
Trust changed their design from circular to rectangular 
shape despi te the advice of the consultants that use of 
rectangular shape would require additional tests to be carried 
out for evaluating stresses etc. The rectangular 'caissons', 
when laid, were not stable and were damaged. Consequently 
in 1968, the Port Trust went back to circula r 'caissons'. 
By this time, 3,500 tonnes of <>teel bad been fabricated for rectan­
gular 'caissons' and these had to be recut and changed into circular 
<;hape but even the circular: 'caissons' (as relaid) settled unevenly 
and tilted due to wave action and large gaps developed between 
the 'caissons'. In April 1969, witb the approval of Government, 
a technical expert committee was constituted to examine the 
pr 'blem. Th~ committee, inter alia, o bserved that weighting 
of the 'ca issons' had been done pell-mell resulting in considerable 
vo ids and that tbe beds had not been properly levelled before 
lowering the 'caissons'. The committee, thereupO'l , [made 
certain recommenda1io,1s (June 1969) in consultation with a 
research station. The work was taken up at a cost of 

•'Caisson' is a bin like hollow s tructure made out of steel or concrete 
il!lmersed in water to withstand pressure due to water, earth etc. 
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R~ . 919 la khs in accorda nce with the e reco mmenJa tions and 
co mpleted by November 1972. 

In February J 975, the P o rt Trust reported to G overnment 
t'1a t tl'e infruc tuous expenditure incurred on tl'e project due to 
various cause~ a mo unted to Rs. 87 lakhs on d irect item . Tak­
ing into account inJirect items as we ll (e •.imated by Po rt Tru. t 
at R s. 39 1 lakhs) the total infructu ous expenditure w ould work: 
out to R s. 478 . 00 lakh~. . Further as a result of delay in com­
p let io n o f the o il dock, the o il refinery had to spenJ R~. 11. 52 
crores extra o n ocean fre ight in fore ign exchange for chartering 
ships o f -, maile r !>i?e than intended. Beside~. the refining capa­
c it y of the refi nery remained unutilised for the first and -..econd 
yea r to the ex ten l of 27. 6 and 16. 4 per cent re:,pectivcly Jue to 
inability of the Po n Trust to receive add itional c rude. 

For exped it ing the work of core fi l I ing of ' caissons· po:-.itioned 
in the ::.ea and the recla matio n wall , the Port Tn1- t purcha-..ed 
in 1967-68 I\\ o ~et s of conveyors at a cost o f Rs. I . 60 lakh-; 
(including ' pare pan ). Eacr se t of conveyors wa:. capable 
of convey ing ..,to nes from ::.ho rc to barge and barge tl) the 
·cai~~on:. · at l he rate of 300 ton ne. of s to ne per hour and the 
Port Trust e~timatcd that the eq uipment would convey -4 lakh 
tonnes or ~tone!> without major replacement s o r repair-,. TI1c 
conveyor!> were, howeve1, utilised till March 1969 for a tota l 
perio d of 175 hours for handl ing 3846 tonne:-, and h aJ to be 
removed from !>itc d ue to frequen t breakdowns and o perational 
difl1culties. The '(;ai!)so ns· were laler fi lled with cemen t con<:retc 
blocb instead of~tones and the co nveyors dis posed o f in auction 
at a pr ice of R . 0.30 lak h in May 1974 resultin g in a lo ... ~ of 
R s . I . 30 lakh:.. 

J 3. Delay in fixing enhanced rates for berth hire charges 
and pi/otage f ees for sen·ices r<'ndered in the oil dock.- T hc oi I 
d ock of the Madra P o rt Trust was commissio ned o n l Sth 
September 1972. T he p roposa ls fo r enh a ncement ~)f berth 
hire charges and pilo tage fees fo r services rendered in 1 he oil 
dock were, however, sent to the Ministry in March 1973 and 
Decem ber L973. After p ro tracted correspondence, the enhanced 
rates were finally approved by the Ministry on J 8t h December 

.. 



.. 

359 

197-l and given effect to fro m 28th Dece mber 1974 artc r publi­
cat ion o f the rates in the Gazette . 

The delay in revis ing the rates was commented upon in pa ;a 
3 under section I of the epara tc Audit Report ~ on the acco un t!> 
o f the Po rt Tru:. t for 1972-73 and 19 73-74. 

The P ort Tru:. t stated (F ebru ary 1978) th at the 1o!al Ith' o f 
revenue on account o f no n-revisio n o f the ra te~ for berth l' in: 
charge::. and pilotage fres during the per iod fro m 15th !:>cptcmber 
1972 to 27th December 1974 amo unt ed to R~ . 28. 73 l ak h~ . Jn 
July 1978, the Po rt Trust slated that lrc efiux o f t i111 1: betwee n 
l he com miss ion i ng of the dock an ct im plement ing lhe revi<;ed 
rnte~ was incidental a nd inevita ble as lite Po rl Trust a nd G overn ­
mcn t had 1 o decid e the matter by c.:orre~ponden c<.: . 

1-l. ,\!fr chanicul ore liandling.- ln the interna tio na l rield , 
iron o re mini ng and handling had bi.:co mt' highly meehan i~ed 

with outtum u pto 20 mill ion to nnes per yea r and load ing bu lk car­
riers u pto 1,00.000 DWT. Real isin g the need to meet the comreti­
tio n in expo rt of iron o re, the p lan fo r expa nsion of Mad ra::. 
P11r l ( 1966) included a project fo r h.ancl ling 5 million tonnes o f 
iron o re per yea r. using hand ling equipme nt to load 6,000 tonnes 
per hour into 60,000 DWT shi p, later to be increased to 8.000 
tonne~ per ho ur fo r 1,00,000 DWT vesse l ~ . 

The project {l966) envisaged con ~t ructi on of an ore berth 
in the area reclaimed by dredging fo r the new o il dock and in:.ta l­
latinn~ o f handl ing equipment at an est imaled cost of R :-. . 970 
lak hs and was scheduled for comp let io n in 1972. T he programme 
wa:. approved by the P o rt Trust in June 1968 a nd G o vern­
ment in Septe mber 1969 . At the designing ~lage, the cons ultants 
o f ,•he po rt, however, adv ised tha t it would be econom ical to 
p la n for load ing of 8,000 tonne~ per ho ur fo r 1,00,000 DWT 
sh ip!> even at the start . T h is p roposa l was agreed to by the Po r t 
Tru::.t a nd G overnment in Ju11e I 970. 

Tenders were invited fo r o re berth in O cto ber I 970 accord ing 
to t R.e design of the co nsultan ts, but satisfac tory tenders were no t 
r eceived and the tenderers were a llowed to quote ith their own 
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alternative des igns; one of these was accepted in August 1972. 
The overall estimate was fi rst revised in February 1973 to 
R~ . l ,S35 laklt5 and wac; further revised to Rs. 2,2 19 lakhs in 
August 1976; approva l of G overnment was awaited (December 
1978). The increase in cost was mainly due to the following:­

Escalation in prices and wages 
Change in design 
Alteration in scope of work 
Under-estimation 

(ln lak.hs of rupees) 
852.31 
155. 39 
69.49 

108.85 

T he project having bec 11 taken up for execution only in August 
1972 against the original scheduled date for commissioning in 
1972, the schedule fo r com pletion was revised (August 1972) 
to 1974 initially and later (December 1975) to 1976. One st ream 
o f the o re handling out of the two was commissioned in June 
1977 and the other in May 1978. 

A review of the records relating to ex..:cution of the project 
revealed the following points of interest:- -

(i) The contract stipulated that the contractor would 
co mmence wo rk within 13 weeks from the date of s igning 
the contract (i.e. 18th August 1972) subject to 25 per 
cent of steel fo r piles being made available within that 
period and that the contractor would be entitled to an 
cx.tra payment o f R s. 4. 50 lakhs if the work was com­
pleted within 98 weeks, the period o f 98 weeks to be 
reckoned from the date when the Port Trust supplied 
25 p er cent of steel to the con tractor. The Port Trust 
supplied 25 p er cent of steel on ly after 49 .,.,eeks fro m tbe 
date of contract and tbe contractor completed 1hc work 
wilh in 98 weeks from that time. The contractor had 
to be paid the incent ive of Rs. 4 .50 lakrs as delay 
in completion was due to the Port Trust's inability to 
supply steel iu time. It was noticed in aud it that G overn­
ment had di rected the Port Trust as early as February 
1971 that steps should be taken to avoid steel becoming 
a bottleneck; no timely action had, however, been taken 
by the Port Trust. 

-

... 
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(ii) The design forithe work provided for a pp lying zinc rich 
epoxy coating containing 92 per cent zinc dust with 
a view to providing cathodic protection so as to with­
stand corrosive action of chemicals, diluted acids, alka­
lies, ;salt solutions and continuous immersion in salt 
water. After spending Rs. 18.48 lakhs on this painting, 
the Port Trust spent an additional amount of Rs. 3. 09 
lakhs up to 31st March 1978 for cathodic protection 
against corrosion. 

(iii) A rate of Rs. 4,000 for mild steel bollards and Rs. 1,500 
for fixing had been agreed to in the contract and the 
design thereof was also approved by the consultants. 
The Port Trust, however, changed the design to provide for 
9 cast iron bollards at Rs. 27,300 each and Rs. 3,000 for 
ftxi115 each (total expenditure : Rs. 3. 63 lakhs) without 
consulting the consultants on the ground that the 
vessels to be berthed in the ore berth were expected to 
be very large ore carriers. 

\ iv) The consultants had verified the structure and lay-out 
of the berth and provided adequate fendering from 
indigenous sources. However, the Port Trust decided to 
imoort and instal fenders to withstand carriers of l,rS0,000 
DWT (though the entire project was for carriers up to 
1,00,000 DWT only). The extra expenditure on account 
of provision of fenders to accommodate ships of 1,50,000 
DWT as against 1,00,000 DWT could not be ascertained. 
The contractors placed orders for 7 fenders in Septem· 
ber 1.973 with a foreign firm at a cost of Rs.10.51 lakhs. 
The licence arranged by the Port Trust was received in 
December 1973. In the mea ntime, the price of fenders 
went up to Rs. 13. 71 lakhs valid up to 7th April 1974. 
The Port Trust asked (March 1974) for an additional 
sum of Rs. 3' . 20 lakhs in foreign e>.cbange which was 
sanctioned in the same month. The delay in getting 
tbe import licence caused an extra expenditure of 
Rs. 3. 20 lakhs. 

S/7 AGCR/78-24 
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(v) Consultants were appointed for the project initially for 
<' period of 115 months from July 1966 and the consul­
tancy services were expected to cost Rs. :4.24 lakhs 
including Rs. 10. 26 lakhs in foreign exchange. Their 
services were, however, continued beyond the prescribed 
initial period consequent on chavge in desigr, delay in 
execution etc., with fresh agreements from time to time 
with the approval of Government. A request oy the 
cousultants in ApriJ 1974 for increase in the fees was 
considered by Government in October 1974 and increase 
to Rs. 66. 48 lakhs (including Rs. 12. 84 lakhs in foreign 
exchange) was approved in July 1975. When the decision 
to increase the fees was brought to the notice of the 
Boa rd of Trustees of the Port Trust, the trustees observed 
as under in b ecember 1974:-

"An unexplained paradox of project works in this Port 
is the appointment of ...... with a revised fee of 
minimum Rs. 35 lakhs plus Canadian dolla rs 
1,72,000 as the so-called 'Consultation fees'. What 
the consultants did during this long period from 
July 1966 to date the Trustees are not aware of. 
And now they demand a higher rate and quite 
a deal of money. The entire thing is a waste and 
the sooner tbe agreement is terminated the better." 

However, in a meeting held in January 1975, the trustees 
discussed the arrangement again and agreed to continuance of 
the services of the consultants; the reasons for the modified 
decision were not on record. The services of the consultants 
were continued up to 31st December 1978; the total expenditure 
incurred on consultant's services so far (September 1978) 
amounted to Rs. 77 . 85 lakhs. 

(vi) The ore berth was commissioned for service in June 1975 
and was intended to handle 50 lakh tonnes per annum. The 
Minerals and Metals Trading Corporation (MMTC) had stated 
(September 1977) that it planned to export 80 lakh tonnes) 

... 
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of iron ore from Madras Port. This target of export 
of 80 lakh tonnes would be achieved by utilising the 
facilities created for a period up to I 51 days per annum, accord­
ing to the capacity of the equipment laid down by the consul­
tants. Since commissioning the project, the export of iron ore 
was 20.11, 22.08, 23.22 lakh tonnes in 1975-76, 1976-77 and 
1977-78 respectively. 

15. Summing up.- The main points, that emerge, are as 
follows:-

(i) In respect of certain berths, the tonnage handled fell 
considerably below their rated capacity. 

(ii) The actual turnover by labour was considerably in excess 
of the datum line, indicative of the fact that the datum 
line had been fixed at a low level and no increase was 
made in it despite increase in gang strength. 

(iii) The Port rajlway had been running at deficit of Rs 53. 07 
lakhs (1975-76), Rs. 61.04 lakhs (1976-77) and Rs. 65.56 
lakhs (1977-78) and the surplus earnings of the port 
were mainly due to cargo handling and storage operations. 

(iv) The procurement of two high-powered tugs involved 
extra expenditure of Rs. 183 lakhs as compared to the 
originally accepted price of Rs. I 02. 30 lakhs, apart 
from delay of nearly five years in their delivery. 

(v) The low outtum by a public sector undertaking, to which 
the contract for dredging for reclamation of land for 
ore berth was a warded, resulted in extra expenditure 
of Rs. 105.03 lakhs. 

(vi) The construction of an oil dock was delayed by four 
years (from 1968 to 1972) and its execution involved 
infructuous expenditure of Rs. 478 lakbs as reported 
by the Port Trust in February 1975. 

(vii) The construction of an ore berth which was planned 
for completion by 1972 was taken up for construction 
only in August 1972 and against an estimated tum over 
of 50 lakh tonnes per annum; the tonnage reached till 
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1977-78 was 23 . 22 lakh tonnes. The cost of the project 
estimated at Rs. 1,635 lakhs (February 1973) had been 
revised (August 1976) to Rs. 2,219 lakhs, approval of 
Government for which was stilt awaited (December 1978). 

MINISTRY OF WORKS AND HOUSING 

61. Delhi DeYelopment Authority 

1. llltroductory.-In paragraph 29 of the Advance Report 
of the Comptroller and Auditor General for the year 1976·77, 
Union Government (Civil), some points noticed in the course 
of audit of the accounts of the Delhi Development Authority 
(DDA) were mentioned. A few additional points are mentioned 
in the succeeding paragraphs. 

2. Dairy complexes.-As a part of the clearance operation, 
it was decided by the DDA in August 1975 to shift cattle dairies 
from the city area and to get the works executed within short 
time limits even though that might involve comparatively higher 
rates of tenders. Accordingly the DDA set up and developed 
three complexes at Madan.pur Khadar, Masoodpur and Ghazi-

r pur. Execution of the works at Madanpur Khadar and Masood­
pur was taken up in September 1975 and at Ghazipur in 1976 
on an emergency basis without estimates being framed and with­
out provision being made in the revised estimates for the year 
1975-76. The expenditure on these works was charged to the 
revolving fund . Formal administrative approvaJ and expenditure 
sanction for the whole project was awaited (January 1979). 

Wh.ile at Madanpur K.hadar and Masoodpur the evicted 
dairy owners were allotted accommodation in properly cons­
tructed sheds numbering 103 and 114 respectively, containing 
facilities such as store rooms, attendant's lodges, etc. , those 
at Ghazipur were merely provided with 248 developed plots 
and the owners were required to build the necessary accommo­
dation for cattle and themselves. The three dairy complexes 
were set up at a total cost of Rs. 159 .29 lakhs (including 
Rs 25 .49 lakhs spent on maintenance till June 1978). The 
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following table indicates the number of rings} constmcted in 
the three dairy complexes and number lying unoccupied as 
fo July 1978 
Dairy complex Number Number 

a llotted lying 
lW· 
occupied 

Madanpur 240l 160 
Masoodpur 2661 408 
Ohazipur 9553 2160 

Although the scheme was to be self-financing, the DOA 
had not realised any licence fee, etc. from the allottees. Even 
the service charges paid (Rs. 2. 1 l lakhs) to out-side bodies, 
like the Delhi Electric Supply Undertaking and the Delhi Water 
Sewage Disposal Undertaking, had not been recovered from 
the allottees (January 1979). 

On the basis of certain concessional rates fixed, a licence fee 
of Rs. 44 . 17 lakhs (approximately) had accrued for recovery 
(September 1978) from the occupants who continued to reside 
in the cattle farms. 

Government stated (January 1979) that the recoverie~ on 
account of the arrears of rent and taxes could not be enforced 
because of a moratorium placed (June 1977) on the DD by 
Government for a period of one year and added that in.;c the 
period of moratori um had since elapsed, the DDA had been 
asked to initiate action immediately for recovery of the rent a nd 
taxes from the allottees of the cattle sheds in these eompleXe'S:"' 

Besides, the ODA also constructed (June 1976) 3 whole-sale 
and 6 retail-sale fodder shops and 8fstalls at a cost of Rs. 8. 90 Jakhs 
at the site of Madanpur Kbadar dairy complex and l l shops 
and 6 dhabas (February 1977) at a cost of Rs. l . 62 lakh at 
Masoodpur dairy complex. All these shops, dlrabas and staUs 
were neither auctioned nor let out and bad been lying vacant 
(December 1978) resulting in recurring loss of revenue t0ti1e 
DDA. Government stated (January 1979) that the hops a t· 
Madanpur Khadar were put to auction on 17th May 1976 a nd 
7th March 1977, but the same could not be disposed of as ei ther 
there was no bid or the bids receiveJ were considerably below 
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reserve price fixed for them. Simila rly, the shops in other 
com ple:\es could oot be disposed of due to poor response from 
the public. 

3. No11-1·eco1•ery of 1\'a fcr clwrges.-Jn order to make adequate 
arrangements for the supply of d rinking water to the residents 
of va ri ous colonies developed by it, the DDA had generally been 
con tructing underground and overhead tanks. Although 
sen ice~ like water supply, street lighting, etc. a re to be provided 
by tbc .lvl unicipal Corporat ion of Delhi (MCD) due to delay in 
banding o ver of the co.lonies lo the iMCD , the OD A h ad 
to 100k after t he services for some period~. 

Jn 1975, the ODA decided that water supply be provided lo 
the rc~idents at " no profi t no loss basis" . A test-check in audi t 
of the records maintained for the purpose disclosed (February 
and A pril 1978) t11e following points :-

(i) Ja11ata fla ts i11 Madipur 11illage.- TJ1c. e Bat were allo tted 
in 1972. The Development D ivision Il responsible for 
water supply had requested (December 1974 and March 
1976) the Housing Division Vil , which was in charge 
of general maintena nce of the colony, to recover water 
charges (Rs. 5 . 38 lakhs) a t the flat rate of Rs. 5 per 
month per fl at from 1st September 1972 to 31st March 
1976. The latter, however, expressed its inability to do so 
o" the ground that the occupants were unwilling to pay 
these charges at the rate of Rs. 5 per mouth. Meanwhile, 
water services of the colony were transferred to the 
control of the MCD with effect from 7th January 1976; 
a revised demand amounting to Rs. 3 . 22 lakhs was 
raised by the Development D ivjsion II on the Housing 
Division VJI. No amou nt had been recovered so far 
(January J 979). 

(ii) M. I . G. flats at Rajouri Garde11.- A scrutiny of the 
records of Housing Division N o. lV revealed (April 
1978) that arrears of water charge. amounting to Rs. 0.96 
lakh were outstanding against 51 l allottees up to 
December 1977. Although individual meters had been 
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installed, the meter readings were not being taken every 
3 months as required and no demand had been raised; 
the exact amount recoverable could not therefore be 
ascertained. 

(iii) J1ralaheri Village.- The residents of this village (about 
100 water connections) were being upplied water since 
1974 but the Development Division 11 raised demands 
from 1st June 1975, ignoring recoveries for about 
6 months. The amount recoverable worked out to 
R s. 0.23 lakh up to 28th February l 978, but no amount 
had been recovered so far (January 1979). 

Government stated (January 1979) that in all these three 
cases the DDA was taking necessary action for recovering the 
water charges. 

4. Non-levy of penalty or co11sideratio11 fee for breaches of 
terms of leases or agreements.- The lease agreements executed 
for plots of land by the DDA prohibit the Jessee from using the 
premi. e and the building thereon fo r any purpose other than 
the purpose for which the premises are leased out without the 
previous consent, in writing. of the lessor and a lso provide that 
the lease sha ll become void if the premises are used for any 
purpose other than that for which the lease is granted or for 
a purpo e subsequently approved by the lessor. The DDA 
delegated (December 1963) to the Vice-Chairman the powers 
to cancel the lease and to refer to the Standing Committee/Autho­
rity such cases where the lessee bad not paid the amount despite 
an opportunity offered to him after cancellation of lease and it 
was intended to make the cancellat ion order absol ute and the 
plot was to be re-entered upon. The procedure for dealing with. 
breaches after their detection was further streamlined by the 
DDA in 1967. 

No regular survey of properties for detection of their misuse 
for commercial purposes was carried out by the DDA and only 
some stray cases of misuse had been reported from time to time 
by the staff concerned. In November 1975, the Deputy Com­
missioner (Litigation and Vigilance) pointed out that the cases. 
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detected by the staff concerned were very much on the low side, 
that there was no record indicating consolidated information 
of the cases of misuse of the plots leased out under the various 
schemes/estates and that a comprehensive survey of all the pro­
perties might be conducted . Consequently, a survey of the 
properties was started in June 1976 and 2 (out of 24) Nazul estates 
comprising 4219 properties in Western Extension Area and 
Darya Ganj were surveyed and 378 cases of misuse reported 
between June and December 1976. 

1t was observed from the survey registers of ·these 2 estates 
that the total number of cases of misuse reported prior to June 
1976 was 515. A test-check in audit of 52 out of these 515 cases 
disclosed that penalty was imposed and recovered in these cases 
up to 31st December 1973 but its recovery was stopped 
by the DOA from 1st January 1974 on the ground that the rates 
at which the penalty was to be charged beyond this date were 
stiJI awaited in the form of a resolution of the Authority. The 
penalty for the period from Tst January 1974 to 31st December 
1977 calculated at the rate adopted till 31st December 1973 
a mounted to Rs. 2. 62 Jakhs. 

In another test-check of 15 l (out of 378) properties covering 
49068 square yards reported to have been misused during survey 
conducted in June 1976, the minimum penalty leviable amounted 
to Rs. 3.04 lakhs per annum. This amount became recoverable 
from the date on which the no tices were issued (Cst April 1977). 
These notices stipulated that penal action as provided in the 
lease agreements would be taken after 30 days from the issue of 
notices but no action had been initiated so far (April 1978). 

Government stated (January 1979 ) that the question of revision 
of rates from Ist January 1974 onwards was under active 
consideration of the DOA and was expected to be finalised 
shortly and added that in order to expedite finalisation of the cases 
of breach of terms of lease or agreement, powers for cancellation 
and restoration of leases had been delegated to the Commissioner 
(Lands) and action for cancellation or restoration of leases 
thereafter had already been taken up. 
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CHAPTER VII 

DEPARTMENTALLY MANAGED GOVERNMENf 
UNDE RTAKINGS 

62. GcucraJ.- On 31st March 1978, there were 
37 departmentally managed Government undertakings of 
commercial and quasi-commercial nature, same number as on 

1 31st March 1977. 

"-· 

The financial results of these undertakings are ascertained 
annually by preparing pro for ma accounts outside the general 
accounts of Government. Trading and Profit and Loss Accounts 
and Balance Sheet are not prepared by two undertakin~ viz. 
Department of Publications, Delhi and Government of India 
Presses; instead stores accounts are prepared. 

Proforma accounts for the year 1977-78 have been received 
so far (February 1979) for audit from only 6 undertakings 
(Serial Nos. 9, 16, 23, 27, 29 and 31 of Annexure A). A 
synoptic statement showing the summarised financial results of 
all the departmental undertakings, on the basis of their latest 
available accounts, is given in Annexure-A. 
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ANNEXURE 'A" 

SUi\IMARlSEO FIN.\NCIAL RESULTS OF DEPART.MENTALLY .\IA~AGED GOVERNMENT UNDERTAKINGS 

(Figures in thousands of rupees) 
----
SI. Name of the Period Govern- Block De pre- Profit(+ )/ Interest on Total Percen-
No. Undertaking of ment Assets ciation Lo~s(-) Govern- return tage Remarks 

:iccounts Capital (Net) to date ment of 
Capital total 

return 
to 
mean 
capital 

( I ) (2) (3) (4) (5) (6) (7) (8) (9) (lO) (11) 
·---

MlNISTRYOF w 
-.J 

FINANCE 0 

1. Inclia Security 
Press, Nasik 
Road 1976-77 4,21,97 3,41 ,77 J,58,9 1 ( +)3.02,40 99,42 (+)4,01,82 21 .83 

2. Currency Note 
Press, Nas ik 
Road 1976-77 6,21,80 5,53,7~ 1,57,86 (+)61,63 1,05,34 (+) 1,66,97 8 .56 

3. Government 
Opium Factory, 
Ghazipur 1975-76 22,02 18,24 4,42 ( + )10,47,59 .. (+)10,47,59 

4 Government 
Opium Factory, 
Neemuch 1976-77 18,34 13,51 1,28 ( +)10,26,13 (+)10,26,13 

) 
y 



. ' 
r ' ' 

5. Government 
Alkaloid Works, 
Neemucb 1975-76 2,GJ ,27 •• . .. ~· ~ t "' "' "'"' ••There are 

no figures 
as the 
undertaking 
is under con-
struction. 

6. Government 
Alkaloid Works, 
Ghazipur 1975-76 8,18 5,59 2,59 (- )24,90 2,23 (- )22,67 

7. India Govern-
mentMint, 
Bombay 1975-76 6,45,26 1,76,36 "7,77 (+) I 1,65,67 47,16 (+)12,12,83 88 .70 

8. India Govern-
ment Mint, 
Calcutta 1975-76 1,40,18 1,19,20 1,87,80 ( + )4,70,49 64,49 ( + )5,34,98 43 .97 .... , 

.....i ..... 
9. India Govern-

ment Mint, 
Hyderabad 1977-78 5,96, 11 J,77,78 40,10 (+)32,83 57,23 (+ )90,06 8 . 66 Figures are 

based on the 
unaudited 
accounts 

10. Assay Depart-
ment, Bombay 1976-77 1,70 1,42 *10 ( + )4, 17 ( + )4,17 

11. Assay Depart-
ment, Calcutta 1976-77 74 63 "'3 ( + )5 1 (+ )51 

12. Silver Refinery, 
Calcutta 1974-75 59,62 51,08 62,86 (- )2,06,98 3,16,25 ( + )1,09,27 3.36 

... ----
•Depreciation for the year only. 



(1) (2) (3) 

13. Bank Note 
Press, Dewas 1976-77 

MINISTRY OF 
INFORMATION 
AND BROAD­
CASTING 

14. All India Radio 1974-75 

15. Radio Publi-
cations, 
All India Radio 1974-75 

., 

(4) (5) (6) (7) (8) (9) (10) (11) 

17,87,69 19,29,04 J,27,63 (+)3,20,94 1,16, 17 (+)4,37,11 19.72 

49,08 Capital 16,67,31 (-)3,85,54 1,83,71 (-)2,01,83 . . Figures are 
Assets based on the 

unaudited 
37,06,64 accounts. 

Revenue 
Assets *9,80 

49,77 

1,36,67 19 •3 (-)15,22 2G (-)1 5,02 



L 

16. Films Division 1977·78 

17. Commercial 
Broadcasting 
Service, 
All India Radio 1974-75 

MINISTRY OF 
COMMUNICATIONS 
18. Overseas 

Communications 

1,86, 72 

89,63 

Service, Bombay 1976-77 29,09,08 

*Depreciation for the year only. 

1,34,00 1,21,03 

Capital Assets 10,20 

72,14 
Revenue 

Assets 

7,30 

•• 

' 

(-)84.os 17,31 

( + )3,43,71 

•• (-)66,74 .. ••Before ad-
justment of 
notional value 
(Rs.58,36,060) 
on films re-
leased for 
freeexhibi-
tion. 

( + )3,43,71 

8,78,50 6,83,05 (+ )19,49,06 1,29,13 (+)20,78,19 86. 56 • •Excludes 
a sum of 
Rs. 2,68,73 
thousands 
representing 
depreciation 
on 'Intelsat' 
which has 
been exclu­

dedfrom the 
Fixed Assets. 



(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 

MINISTRY OF 
SHIPPING AND 
TRANSPORT 

19. Lighthouses 
and Lightships 
Department 1976-77 ***18,31,70 15,95,01 2,38,66 ( + )12,26 @@30,00 (+)42,26 2.48 **•This con-

sis ts of the 
balances of 
Government 
Capital 
Account and 
Capita l Out-
lay Account. 

@@Interest 
in accordance w 
with the ins- -..J 

tructions 
.j>. 

contained in 
the Ministry 
of Finance 
Office Memo 
No. F.1(35)-
B/71 dated 
23-1-1974 
has not been 
charged. 

20. Shipping 
D epartment, 
Anda mans 1972-73 43,58 56,80 *7,89 (-)80,15 4,47 (-)75,68 

21. Ferry Service, 
Anda mans@ 1975-76 2,69 11,98 *2,11 (-)24,37 36 (-)24,01 



' 

22. Marine 
Department 
(Dockyard),@ 

•26 (-)4,62 4,50 (-)12 Andamans 1975-76 73,26 4,41 
23. Chandigarh 

Transport 
Undertaking, 
Chandigarh 1977-78 1,54,52 1,27,29 27,23 (-)4,65 7,33 (+)2,68 2.0J 

MINISTRY OF 
AGRICULTURE 
AND IRRIGATION 
24. Central 

Fertilizer 
Pool 1969-70 28,31,29 (+)3,87,78 1,62,89 (+ )5,50,67 15 .63 

25. Delhi Milk V' 
---! 

Scheme 1976-77 5,98,38 3,19,84 4,00,98 (- )6,36,48 37,11 (-)5,99,37 Vi 

26. Forest 
Department, 
Andamans 1975-76 3,82,28 63,04 * 10,06 (-)27,32 .11 ,29 (-) 16,03 

27. Ice-c11111-Freezing 
Plant, Ernakulam 1977-78 30,31 8,12 18,12 (-)1,13 77 (-)36 . . Figures arc 

based on the 
unaudited 
accounts 

MINISTRY OF 
HOME AFFAIRS 

28. State Trans-
port Service, 
Andamans @ 1974-75 7,31 9,91 27,67 (-)11 ,12 47 (-)10,65 

• Depreciation for the year only. 
@ Proforma Accounts have not been perpared according to the revised procedure ride Ministry of Finance Office Memo 

No. F. 1(35)-B/71 dated 23-1-1974. 



(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 

MINISTRY OF 
HEALTH AND 
FAMILY WELFARE 
29. Central Re-

search Institute, 
Kasauli 1977-78 19,76 6,70 **9,71 ( + )10,37 2,56 ( + ) 12,93 27 . 74 **Depreciation 

includes con-
sumptionon 
Live Stock 
for the year 
1977-78 
only. 

30. Medical Stores 
Depots@ 1973-74 8,11,05 43, 18 15,11 (+)31,34 43,63 (+)74,97 8.45 

31. Bakery and 
Vegetable ..., 

-.l Garden of the °' Central Insti-
tute of Psy-
chiatry, Kanke, 
Ranchi 1977-78 31 28 •o.4 (- )6 (- )5 

MINISTRY OF 
WORKS AND 
HOUSING 

32. Department of 

rra~ Publications, and Profit 
Delhi 1975-76** and Loss 

Accounts 
and Balance 
Sheet are 

I not prepared, 

/ • 



' ' 
Cl) I instead only 
~ l stores > 33. Government accounts 
o of India Pres-.es 1975-76 .. are prepared. 
() 

~ MJNJSTRYOf 
~ ENERGY 
I .. 
~ 34. Electn c1ty 

Department, 
49,20 49,66 • J,10 (- )28,00 2,68 Andamaos@ 1973-74 (-)25,32 

35. Electricity 
Department, 
Lakshadweep 1976-77 53,09 37,69 11,43 (- ) 17,79 2,54 (- )15,25 

DEPART MENT 
OF ATOMIC 
ENERGY 

36. Atomic Power 
Authority 1975-76 1,20,90,16 52,J5,89 15,22,89 (+ )2,43,83 5,60,95 (+)8,04,78 6.67 

37. Rajasthan 
Atomic Power 
Station-I 1976-77 61,62,19 51,66,60 6,75,50 ( + )4,41 ,42 3,64,94 ( + )8,06,36 10. 75 Figures are 

based on the 
unaudited 
accounts 

•Depreciat ion for the year only. 
@Pro forma accounts have not been pr.:pared according to the revised procedure vide Ministry of Finance Office 

Memo No. F .1(35)-B/71, dated 23.1.1974 

..,., 
-.) 
-.) 
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MINISTRY OF AGRICULTURE AND IRRIGATION 

(Department of Agriculture) 

63. Delhi Milk Scheme 

Sale of powder below the approved ra!e.-T he iDelhi Milk 
Scheme manufactures skimmed milk powder from surplus butter 
milk or sour skimmed milk. The Scheme classifies the powder 
as grades 'A', 'B' and 'Trade waste', depending upon its colour 
and fineaess. The powder categorised as 'Trade waste' is not 
fit for human consumption. The selling prices of all types of 
powder are fixed by the Scheme periodically on the basis of rates 
received through open tenders. 

In October 1967 the selling prices of 'A' and 'B' grade powder 
were fixed at Rs. 6.50 per Kg. an<} Rs. 4.10 per Kg. respectively, 
effective from 23rd April 1968. In view of the availability of 
large quantities of imported skimmed milk powder, the Scheme 
experienced difficulties in selling its own production at the above 
rates, and accordingly reduced (August 1969) the prices of 
'A' and 'B' grade powder to Rs. 2.05 per Kg. and Re. l per Kg. 
respectively in respect of powder manufactured but not sold 
up to July 1969. For the powder manufactured from August 
1969 onwards, the prices fixed were Rs. 6.00 per kg. and Rs. 4.10 
per Kg. respectively. 

In view of difficulties faced in the disposal, the selling price 
of 'A' grade powder manufactured from August 1969 onwards 
was further reduced (October 1969) to Rs. 3.50 per Kg., but at 
the same time the question of reducing the sale price of 'B' grade 
powder was not considered. 

Notwithstanding this, a total quantity of 51.81 tonnes of 
'B' grade powder manufactured from August 1969 onwards, had 
been sold up to August 1971 at the rate of Re. 1 per Kg. as 
against the approved rate of Rs. 4.10 per Kg., thereby resulting 
in Jess realisation of Rs. 1.61 lakhs. 

{ 
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While seeking ex-post-facto approval of the Management 
Committee in January 1972 to these sales, it was stated that 
approval for reduction in the price of 'J3' grade powder alongwith 
'A' grade powder had not been obtained in October 1969 
through inadvertance and that the matter was under investigation. 
The Management Committee did not accord the approval but 
desired that the results of the investigafon with financial 
implication be put up at the next meeting. No such investigation 
report was, however, submitted to the Management Committee 
in the next meeting. 

In response to an audit observation issued in September 1972 
followed by a number of reminders, the Scheme intimated 
(November 1977) that the case had been sP-nt to the Ministry 
of Agriculture in F ebruary 1977 and that their decis ion was 
.awaited. 

The Ministry have stated (September 197&) as follows : -

"The matter is under examination jn consultation with 
Vigilance Commission. It will take some time before 
the case is finalised." 

MINISTRY OF COMMERCE, CIVIL SUPPLfES 

AND COOPERATION 

(Department of Commerce) 

·64. Pathini Tea Estate 

1. Tntroduction.-Patmni Tea Estate comprising a total area 
of 2,412 hectares was purchased by the Government of India 
-on 1st January 1965 frolill a Sterling Company incorporated in 
U.K. on grounds of its strategic situation and national intere-st. 
The working of the Estate was reviewed in paragraph 81 of the 
Central Government Audit Report (Civil) , 1970 and the 
recommendations of the Public Accounts Committee thereon 
were incorporated in their 28th Report (5th Lok Sabha-
1971-72). 
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The Estate was continued to be managed by the previous 
Agents (M/s. Octavious Steel & Company Limited) of the 
Sterling Company from the date of take over by the Government 
till 14th November 1975. 

In February 1974, the Government of India, while 
communicating their decision to transfer the management of the 
Estate to the Tea Trading Corporation of India Limited-a 
Government Company-requested the chairman, Tea Board, 
Calcutta who was also part time Managing Director of the 
Government Company, to take all necessary action so that the 
Government Company could take over the Estate from 1st April 
1974. The take over of management was, however, effected 
only from 15th November 1975. The delay in effecting the 
take over was attributed b.v the Government Company (March 
1978) to 

(a) paucity of funds, 

(b) delay in appointment of a whole time Managing 
Director till August 1975. 

The terms and conditions for the management of the Estate 
by the Government Company were the same as were applicable 
to the previous Agents (M/s. Octavious Steel & Ccmpany 
Limited). 

In accordance with the Government of Todia's decision in 
June 1976, the ownership of the Estate was transferred to the 
Government Company with effect from 1st July 1976 at a net 
value to be determined by a Government approved valuer after 
due valuation of all assets and liabilities of the Estate. The 
valuer was appointed on 30th June 1976 but his report is 
awaited (December 1978). Meanwhile. on the basis of assets 
and liabilities shown in the accounts of the Estate for the period 
ending 30th June 1976, Government Company has worked out 
a sum of Rs. 54.99 lakhs as consideration money payable to the 
Government of India. Out of this, shares worth Rs. 26 lakh£ 
have been issued in favour of the President of India on 17th 

--
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November 1976 and the balance amount (Rs. 28.99 lakhs) is 
being shown as liability. 

2.01 Area.-The total area of the Estate is 2,412 hectares, 
out of which 826.80 hectares (including 38.83 hectares fallow 
land) are registered for tea cultivation. The remaining area 
included: 

(a) 89 hectares : Under unauthorised occupation of some 
Garden workers and outsiders. The possession of 
the land has not, however, been obtained so far 
(May 1978) pending decision of the Court against 
an appeal filed by some of the unauthorised 
occupants against the eviction order issued by the 
lower court in July 1976. 

(b) 58.60 hectares : Occupied by a foreign Government 
since 1962-63. 

( c) 26 hectares : Occupied by the refugees. No eviction 
suit has been filed in the absence of instructions 
from the Government of India. 

{d) 37.56 hectares : Not included by the State 
Government in the waste land grants and Pattas 
granted after second resettlement operations. The 
Estate filed an objection petition in the High Court 
which declared (March 1972) that the land was part 
of the Estate. The possession of the land bas not, 
however, been received from the State Government 
so far (December 1978). 

( e) 554.53 hectares : Paddy land under occupation of 
Garden workers. The Public Accounts Committee 
in paragraph 1.117 of their 28th Report (1971-72) 
had inter alia recommended examination of the 
matter relating to non-execution of lease deeds by 
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the workers in order to safeguard the Management's. 
interest. In reply, the Ministry had stated 
(February 1972) that the land for cultivation wa.~ 

a perquisite enjoyed by the Tea Garden Labour and, 
in the district of Cachar, it was the practice. of aU 
tea gardens to allow this benefit free of cost and 
hence it would not be possible to get any lease deed~ 
executed. This reply was not, however, accepted 
by the Committee. 

2.02 hectares : Uncultivated waste land (i .e. 
17 Bighas 8 Kat has and 11 Chatak&) under 
possession of the Border Security Force. The 
Estate filed a suit in October 1976 claiming a 
compensation of Rs. 1.10 lakhs (approximately) .• 
The case is sub judice (December 1978). 

2.02 Age-wise analysis of the area used for cultivation of 
tea.-The age-wise analysis of the area used for cultivation of tea 
together with the average yield (weighted) per hectare under 
each age group for the last 5 years, was as follows :-

Age group Hectares Average yield per hectare a t drier mouth in Kgs. 
(Weighted) 

1971 1972 1973 1974 1915 

Above 60 

years 583 .40 686 746 701 703 627 

11 to 25 years 125.02 1,330 1,515 1.682 l ,725 1,450 

5 to JO years 50.36 203 280 5 15 703 769' 

below 5 yea rs 29. 19 9 42 98 

787 .97 

Average 
yield per 
hectare 
(weighted) 756 847 819 841 747' 

" 
-=-. 

-' 

..... 
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According to the Management, the average yield per hectare 
was low as compared to the expected yield indicated below : 

Age group Range of yield expected 

Above 50 years 500 Kgs. to J 400 Kgs. 

10 to 40 years lJ 00 Kgs. to 2500 Kgs. 

5 to 10 years 600 Kgs. to 1600 Kgs. 

Below 5 years 200 Kgs. to 700 Kgs. 

The poor yield in respect of this Estate has been stated to 
, ·be due to the following factors :-

(a) Old age of the plants.-More than 2/3rd of the 
total area under tea cultivation is covered by the 
plants over 60 years, where average yield is very 
poor. In fact, a study team had considered 
(November 1975) about half of the area under 
60 years' old plants as uneconomic. The said 
team had also recommended that uneconomic areas 
should be progressively abandoned and as much 
area as possible be brought under new planting 
(extension, replacement, replanting). However, 

only an area of 7.54 hectares had been abandoned 
till May 1978. As regards extension/replanting, 
not much headway was made, even though the 
Ministry in reply to the recommendations of the 
Public Accounts Committee contained in para­
graph 1. 70 of its 28th Report ( 1971-72) bad stated 
(February 1972) that all efforts were being made in 
this direction to improve the yield. 

(b) Abnormal vacancies in plantation.-Generally a 
vacancy of not more than 3 per cent is considered 
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to be the maximum in a well maintained tea garden 
and there should not be any vacancy in young tea 
areas. The overall vacancy count of garden was, 
however, assessed (November 1975) by M/s. Tea 
Professional India (P) Limited, as 30 per cent and 
in case of young tea areas (i.e. below 5 years and 
5 years to 10 years), percentage of vacancy varied 
from 5 per cent to 50 per cent. 

In order to fill in the vacancies, the Estate carried out 
infilling programme but the percentage of survival to infilling was 
very poor, as indicated below : 

1. Infilling done 
(Nos.) 

2. Survival (Nos.) 

3. Percentage of 
survival to infiJ­
ling (%of 2 to I ) 

1971 

17,610 

1,761 

10.0 

1972 1973 1974 1975 • 

92,042 1,46,180 3,79,842 1,36,300 

19,919 20,152 38,980 15,819 

21.6 13.7 10.2 11. 7 

The main reasons for poor percentage of survival were stated 
to be : 

(i) Lack of fencing round the garden resulting in 
trespass by cattle. 

(ii) Carrying on infilling in November and December 
instead of completing these by middle of October 
i.e. before the dry period starts. 

(c) Non-utilisation of virgin soil for new planting.-It 
was noticed that only 41.33 hectares of land was 

-
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developed during the last 5 years for cultivation of 
tea in new extension area. The Estate was in 
possession of 38.83 hectares of fallow land and 
143.46 hectares of grazing land till May 1978 but 
the reasons for not utilising the fallow land for 
replanting as also not developing the grazing land 
after soil testing for new planting are not on 
record. The Tea Board had introduced a scheme of 
re-plantation subsidy in uneconomic areas from 
October 1968 onwards. The Estate did not, 
however, avail of the subsidy (Rs. 12,000) on 
re-plantation carried on in uneconomic area of 
3.86 hectares in 1971-72 . 

Poor plucking standard.- 'The decrease in the out-
put of the pluckers, as per data given below : 

Year Nos. of Pluckers Total green Green leaves 

1973 

1974 

1975 

in terms of leaves plucked plucked per 
Mandays plucker per day 

Nos. Kgs. K gs. 

1,70,116 29,15,441 17 .13 

1,95,685 29,99,612 15.33 

1,87,904 26,52,100 14 .12 

(e) No~planting of adequate shade crees, specially, in 
the areas used for cultivaJion of young tea plants. 

(f) Poor weeding system.-Measures taken for cleaning 
the garden and for protection against various types 
of weeds were not adequate. 

3 . Performance Analysis 

3.01 Production performance.-Tbe table on next page 
iindicates the quantity of green leaves plucked, tea made at drier 



mout.h, tea waste, sample and complementary tea and saleable tea during the last 5 years : 

1971 1972 1973 1974 1975 1976 
(up to 

30-6-1 976) 

I. Green leaves plucked (in Kgs.) *26,26,793 28,37,649 t 29,15,44 L 29,99,612 26,52,100 ** 12,73,825 

2. Tea made at drier mouth (in Kgs.) 4,32,937 6,44,040 6,31,623 6,63,236 5,80,215 2,40,827 

3. Percentage of made tea to green leaves 
after excluding sale of green leaves to 
other gardens 22. 0 22 .7 22.3 22 . 1 21. 9 18. 9 

4. (a) Tea waste (in Kgs.) 13,635 J0,409 14,677 J,560 5,866 650 w 
00 

(b) Percentage of tea waste to tea made 0\ 

at drier mouth 3. 2 1. 6 2.3 0. 2 1.0 0 . 3 

5. (a) Sample complementary tea (in Kgs.) 5,078 5,033 5,560 4,749 5,654 892 
(b) Shortage in garden (in Kgs.) 3,712 
(c) Saleable tea (in Kgs.) 4, 10,512 6,28,598 6, 11 ,386 6,56,927 5,68,695 2,39,285 

6. Shortage in transit (in Kgs.) 5,362 7,024 2,921 16,344 l l ,305. 5 2,106 .5 

7. Tea ready for sale (in Kgs.) 4,05, 150 6,21,574 6,08,465 6,40,383 5,57,389 .5 2,37,178 . 5 

*Included 6,59,210 Kgs. of Green leaves sold to other gardens. 

t Included 85,946 Kgs. of Green leaves sold to other gardens. 

**Included 3026 Kgs. of Green leaves sold to other gardens. 

! 

/ f 
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(i) Though the Estate had incurred a capital expenditure 

of Rs. 8.20 lakhs on machines, equipment, etc. for 

re-organising the factory, the tea recovery from green 

leaves did not show any improvement during 1971, 
1972, 1973 and 1975. 

(ii) Jn 1971, 1973 and 1976 (i.e. up to June 1976) , the 
Estate had sold 6,59,210 Kgs., 85,946 Kgs. and 

3,026 Kgs. of green leaves to other gardens due to 
closure of factory on account of power failure, 
factory re-organisation, etc. The quantity of tea 
which could have been manufactured out of these 
leaves would have been 1,45 ,026 Kgs., 18,968.2 Kgs . 
and 572.82 Kgs. respectively. The value of this tea 
at the average sale price of good tea during 1971 , 
1973 and 1976 would have been Rs. 7.98 lakbs, 
1.13 lakbs and 0.06 Iakb respectively. As against 
this, the amount realised on sale of green leaves 

amounted to Rs. 5.38 lakhs, 0.60 lakbs and 0.04 
lakh respectively. After taking into account the 
additional expenditure on the manufacture of tea 
from green leaves, the loss of revenue on the sale 
of green leaves would work out to Rs. 1.70 lakhs 
(Rs. 1.32 lakbs in 1971, Rs. 0.37 lakh in 1973 and 
Rs. 0.01 lakh in 1976). 

(iii) The percentage of tea waste was in excess of the 

norm of 1 per cent during 1971, 1972, 1973 and 
1975 and the value of tea waste in excess of the 
norm in these years amounted to Rs. 1 Iakh. The 
quantity of tea lost in transit aggregated 45,063 Kgs. 
valued at Rs. 3.34 lakhs. No investigation was 
conducted into the quantity lost in transit. 
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3:02 Quality Performance.-The table below indicates the 
grade-wise percentage of total production during 1973, 1974 
and 1975 : 

1973 1974 1975 

% of total % of total % of total 
prod uction production production 

Primary grades 95.85 90. 36 85 .89 
Secondary grades 

I. Tea l.16 8.82 13.09 
2. Complementary, staff sample etc. 0 .68 0.60 0 .01 
3. Tea waste 2 .31 0 .22 1.01 

100 .00 100 .00 100 .00 

According to Manufacturing Report 1973, the standard of 
manufacture during the year was below average. It was also t 

stated that the percentage of 1.16 of Secondary grades in 1973 
was not really indicative of the true picture. A large number 
of dust invoices which appeared in primary grades, were rather 
fibrous and no better than secondary grades. 

According to Manufacturing Reports 1974 and 1975, although 
the standard of manufacture showed a noticeable improvement, 
it was still unsatisfactory so far as liquors were concerned. It 
was also stated in the Manufacturing Report of 1975 that the 
percentage of secondary grade of BOP 1 was high and should be 
reduced to the minimum. 

3.03 Sales Performance 

Delay in despatch.- T ea is required to be sorted and packed 
as soon as possible after manufacture and despatched to the 
auction centres, as delayed despatches, besides affecting cash 
flow, also result in deterioration in quality because of hygroscopic 
nature of tea. 

As stated by the Management (May 1978) , the normal 
period a11owed for sorting, packing and despatching operations, 
after the date of manufacture, may be taken as 3 weeks i.e. 
(0.7 month) . It was, however, noticed that there was abnormal 
delay in most of the months during 1974 and 1975 in sorting, 
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packing and despatching the manufactured tea, as per details given below : 

Apri l 1974 May 1974 June 1974 July 1974 August 1974 

Time actually taken from the 
date of manufacture 1 . 22 months 2 . 11 months I . 72 months I . 03 months 0 .89 months 

May 1975 July 1975 August 1975 September October 
1975 1975 

November December 
1975 1975 

l . 04 months I . 88 months I . 70 months 3 . 49 months 4 . 23 months 4.87 months 2.84 months 

In this connection, the Management stated (May 1978) as follows :-

(a) The period under review mostly related to the period prior to take over of the Estate by 
the Tea Trading Corporation of India Limited. 

(b) Accumulation of tea started from September 1975 and was mainly due to non-deposit 
of adequate excise duty which was done by Head Office at that time. 

( c) iDue to inadequacy of sorting and other requ isite machinery, sorting and reprocessing 
operations took longer hours than what would normally be required in a well equipped 

· factory. 

As a result of delay in despatch, the Estat~ had to incur additional expenditure of Rs. 0.68 
Iakh from September 1975 to January 1976, on reprocessing and refiring of the accumulated tel\, 
Jq th~ ~bsenc;e of details, extra expenditure for other months could not b~ worked O\Jt. 

w 
00 

'° 



4. Working Results 

The working results of the Estate for the last 5 years arc indicated below : 

I . Net Govt. Capital at close of the 
year (after making adjustment in the 
succeeding years). 

2. Sales (actually realised) 

3. Net Profit(+ )/Loss(- ) 

1971 

47 .82 

22.66 

(- )3. 13 

@:(after making prior period adjustment). 
4. Percentage of Net profit : 

(i ) to Net Govt. Capita l 
(ii) to sales 

1972 

47. 51 

34 .02 

(- )3 . 24 

1973 

56 .26 

35. 69 

(- ) 1.22 

(Rs. in lakhs) 
----

1974 1975 

48 .30 

56.92 

( + )ll . 18 

23.2 
19 .6 

(Up to 
14-11- 1975) 

55.50 

50. 39 

( + )3 . 72 
(- )1 .41@ 

( + )2 . 31 

4 .2 
4 .6 

1976 (from 
15-11- :975 

to 
30-6-1 976) 

58 .06 

30 .38 

(- )3.55 

NOTES: Simplified Proforma Accounts for the period from 15th November 1975 to 31st March 1976 and 1st April 
1976 to 30th June 1976 are given in Appendix VII . 

I .. I 
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fn computing the above profits/losses up to 14th Toyember 
1975, the following provisions had not been made :-

1971 1972 1973 1974 1975 

lntercst on capital 
(Rs. in lakhs) 

Audit fees 
(Rs. in Ja khs) 

1.89 2.35 

0.06 0.06 

2.59 2.42 

0.09 0. 11 

(up to 
14-11-1975) 

2 .68 

0. 12 

The Public Accounts Committee in its 28th Report cf 
5th Lok Sabha (197 1-72) hJd recommended that both "Intcre:-.t 
on Capital" and "Audit Fees" should be included in the Proforma 
Accounts of the Estate. Although the Ministry had noted 
(February 1972) the Committee's recommendations, the items 
were being shown from 1971 in the Profit and Loss Appropriation 
Account instead of being charged to the Profit and Loss Account. 
As a result of computing the net profit without providing for 
interest on capital and audit fee, managerial staff commission 
amounting to Rs. 30,181 was paid in excess during 1965 to 
1975. 

The Management have stated (February 1978) that the 
excess payment of the commission excluding the year 1975 
(which bas already been adjusted) for Rs. 21,847 is to be 
recovered from the former Agents. M/ s. Octavious Steel ;rnd 
Company Limited . 

5. Accounting deficiencies.-The following deficiencies were 
noticed in the maintenance of accounting records :-

(a) No Asset register indicating the details of the fixed 
assets is maintained . 

(b) Physical verification of fixed assets was not conducted 
since the date of take over. 

(c) Cost data are not compiled. 

(d) There is no system of internal audit. 
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6. Deployment of Labour.- The representatives of the Agents 
had recommended in their 1974 Report that efforts should be 
made to increase the percentage of labour on plucking to 60 per 
cent of the total labour force by corresponding reduction on 
non-production items. It will, however, be seen from the data 
given below that the percentage of labour on plucking ranged 
from 44.2 per cen:t to 46.5 per cent : 

.. 1973 ••1974 ••1975 

No.of Percen- No. of Percen- No.of Percen-
labour tage labour tage labour tage 

Factory 182 12.5 178 11.4 148 9.2 

Plucking 642 44.2 730 46.5 712 44 .5 

Garden Cultivation 254 17.5 310 19 .7 340 21.3 

Others• 376 25.8 352 22.4 400 25.0 

*(Non-productive works- 82 %, Transport- 7 %, Development of Land-
1 %. Nurseries-10%) 

**Numbers arrived at on the basis of dai ly average attendance. 

7. Subsidy on Food stuff.-The Estate is paying subsidy 
(difference between procurement price of foodgrains and selling 
price recovered from the staff and labour) on the food stuff 
supplied to the staff and labour. The subsidy so paid was 
Rs. 2.13 lakbs in 1971 , Rs. 2.14 Jakbs in 1972, Rs. 2.38 lakhs 
in 1973, Rs. 4.75 lakbs in 1974, Rs. 5.03 lakhs in 1975 and 
Rs. 2.03 lakbs in 1976 (up to June 1976). 

The Public Accounts Committee in its 28th Report (1971-72) 
bad recommended that the Government should examine possible 
ways to reduce the subsidy by bringing in additional areas under 
cultivation of foodgrains. It was stated (February 1972) by 
the Ministry that efforts were being made to increase the area 
for food cultivation in order to reduce the cost of food subsidies. 

' 
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It may be mentioned that only 32 hectares of land have been 
under cultivation of foodgrains during the last 5 years. No 
effort was made for bringing more land under cultivation. 

8. Purchase of second hand engine.-In January 197L the 
Estate placed an order for the supply of one second hand 
250 K.V.A. 'Lister Black Stone Diesel Engine' valued at Rs. 0.80 
lakh (actually paid Rs. 0.73 lakh) for maintaining regular supply 
of electricity to the factory, particularly when the grid supply 
failed. This engine could not, however, be put into use 
immediately on its arrival i.e. on 26th February 1971, as it was 
detected that some important parts of the machine had not been 
supplied, some parts were lost or found missing and had to be 
fabricated and the engine also needed a thorough overhauling 
and repairs . 

The engine was commissioned in July 1972 after spending 
a sum of Rs. 0.73 lakh to put it in good working condition . 

Although the purchase order had stipulated that the machine 
should be in first class working condition and also provided for a 
guarantee period of 12 months, no claim was lodged with the 
supplier for the expenditure incurred by the Estate in repairing 
the engine. As a result of the purchase of defeclive second 
hand engine, not only had the Estate to incur an expenditure of 
Rs. 0 .73 lakh on overhauling and repairs but also the factory 
bad to be closed down in 1971, when the grid supply failed, 
resulting in selling of green leaves to other g'm lens at marginal 
rates which led to loss of revenue as mentioned in paragraph 
3.01. 

9. Installation of withering troughs.-In June 1971, 5 
withering troughs costing Rs. 0.76 lakh, were installed on the 
factory top for the purpose of withering the green leaves in an 
artificial process. The reasons for install ing all these troughs at 
the factory top as assigned by the Agents (M/s. Octavious Steel 
and Company Limited) were stated to be as follows :-

(i) Compactness of layout and delivery to processing 
machinery by gravity chutes. 

S/7 AGCR/78-26 
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(ii) Utilisation of available space in the factory super 
structure which otherwise would be wasted. 

(iii) Elimination of the construction and maintenance of 
additional building/sheds. 

(iv) Utilisation of waste heat from drying machines which 
would result in saving in fuel cost. 

(v) Withering troughs would, in effect, replace old rack 
withering system installed on the lofts which were 
inefficient, labour intensive and entailed excessive 
leaf handling. 

Subsequently (October 1971) , it was detected that withering 
troughs on the top were unsuitable for use and not serving any 
purpose, as the factory top was very bot due to drier's temperature 
and it bad an adverse effect on the quality of mar.ufactured tea 
and prevented the workers from standing and working there for 
a longer p eriod. Accordingly, it was propos~d either to resite 
or to construct a new shed for these troughs. All these troughs 
were kept idle since the date of installation and only in 1975, 
these were dismantled and re-erected in a newly constructed 
shed. 

Lack of planning in the selection of site initially aml 
subsequent delay in dismantling of the withering troughs !iad. 
beside blocking of fund of Rs. 0.76 lakh for five years, resulted 
in an additional expendi ture of Rs. 0.18 lakh on re-installation 
of these troughs. 

10. Tea damaged by water.- 1,893 Kgs. of tea valued at 
Rs. 19,000 (Approximately) were found damaged by water on 
receipt by the brokers for sale in August 1975. It was reported 
by the brokers that all these damaged tea could not be sold in 
1975 season. It was not known whether the same had been 
disposed of in the first available supplement sale. The Manage­
ment were requested in December 1975 to intimate the latest 
position about the disposal of the aforesaid damaged quantity of 

... 
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tea along with the amount realised. Reply is still awaited 
(December 1978). 

11. Banking transaction through private party.-Before take 
over of the Estate by the Government of India, it was the practice 
to appoint private party for encashing cheques and 
delivering the cash to the Garden against crossed and bearer 
cheques issued in their favour. This practice had been continued 
by the Management even after nationalisation of the Estate 
without obtaining any approval of the Government. The 
Commission paid to the private party for carrying out such 
banking transactions was Rs. 9.492 in 1971, Rs. 10.961 in 1972, 
Rs. 8,488 in 1973. Rs. 13.204 in 1974. Rs. 19,448 in 1975 and 
Rs. 7,065 in 1976 (up to June 1976). 

It was noticed that no written contract/agreement bad been 
executed with the private party for such banking transactions. 
Besides, the following deficiencies were also noticed :-

(i) No security deposit/earnest money had been received 
from the private party as a measure of precaution 
against possible fraud and mis-appropriation of cash. 

(ii) In certain cases, fresh cheques were handed over to 
the private party before receiving the full account of 
the previous cheques. 

The Management stated ( December 1976) that such banking 
transactions could not be :;arried out departmentally due to 
absence of proper security measures. armed guards. additional 
staff and special vehicles. 

Tt has further been stated (F ebruary 1978) that an approach 
bas been made to the State Bank of India, Shillong to arrange 
'Home D elivery' of cash. This system is likely to be int roduced 
in Silchar a nd if successful, it is hoped by the Management that 
similar facility will be extended to Karimganj Branch also. 

12. Financial Assistance.-Tbe Estate received financial 
assistance in 1974 and 1975 on several occasion from the other 
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gardens, under the management of the same Agents. Such 
transfers of funds were done with the approval of the Private 
Agents (i.e. M/ s. Octavious Steel & Company Limited). No 
papers indicating whether all such temporary financial assistance 
was subject to payment of interest could be produced to Audit. 
It was, however, noticed that Estate paid interest amounting to 
Rs. 39,350 and Rs. 13,524 during 1974 and 1975 respectively 
on the funds so raised. 

In this connection, it may be mentioned that the Estate had 
sold green leaves to these gardens amounting to Rs. 5.38 lakhs 
and Rs. 0.60 Jakh during 1971 and 1973 respectively but had 
not recovered any interest on outstanding dues on reciprocal 
basis although there was considerable delay in payment of dues 
by the gardens under the same Management. 

.. 

-
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CHAPTER YIU 
OUTSTANDING AUDIT OBSERVATIONS AND 

INSPECTION REPORTS 
65. Outstanding Audit Observations.-Audit observations on 

financial transactions of Government are communicated to the 
departmental authorities from time to time. Half-yearly reports 
of such observations which remain outstanding for more than 
six months are also sent by Audit to Administrative Ministries 
for taking necessary steps to expedite their settlement. 

(i) With the departmentalisation of accounts of Central 
Mi nistries/Departments and of the Union Territory of Delhi in 
a phased manner (with effect from 1st April 1976, 1st July 
1976, 1st October 1976 and 1st March 1977) , vouchers 
relating to these Ministries/Departments and tl.Je Union Territory 
of Delhi excepting the Union Territories and transactions the 
accounts of which have not yet been departmentalised, are not 
received in Audit Offices. The outstanding audit observations, 
therefore, represent the observations which were made prior to 
the date of departmentalisation of accounts and also those raised 
upto 31st March 1978 in respect of the Union Territories and 
transactions for which accounts have not been departmentalised. 
The number of such audit observations in respect of the 
Ministries/Departments noted below and their attached and 
subordinate offices and outstanding on 31st August 1978 was 
as follows : -

Ministries/ 
D epartments 

Agriculture and 
Irrigation 

Tota l Total 
number of amoun t 
observations (Lakhs of 
made up to rupees) 
the da te of 
departmen-
talisation 
of accounts 
but out-
standing 
on 3 lst-
August 
1978 

2 3 

N umber of Amount 
observations ( Lakhs o r 
made prior rupees) 
to April 
1975 

4 5 

A. CIVIL DEPA RTM ENTS 

3,490 155 .02 1,379 6 1. 75 

397 



Commerce, Civil-
Supplies and Co­
operation 

Education and Social 
Welfare 

Energy* 

External Affairs 

Finance 

Health and Family 
Welfare 

Home Affairs 

fndustry 

[nformation and Broad­
casting 

Labour 

Law, Ju:;iicc and Com­
pany Affairs 

Planning 

Shipping and Trans­
port 

Steel and Mines 

Supply and Rehabili­
tation 

Tourism and Civil 
Aviation 

Works and Housing** 
Culture 
Electronics 

2 

435 

2,247 

3,560 

5.829 

8,364 

2,043 

4.864 

199 

1,550 

510 

820 

267 

3.664 

1,508 

571 

1,508 
10,899 
2.150 

524 

398 

3 

160.53 

11 8.03 

2,952.09 

157.75 

210 .63 

163.49 

294.39 

33 .03 

61 .01 

18. 11 

20.78 

10 . 56 

519 .1 8 

37 .21 

34.27 

185. 05 
2,909.63 

132 .91 
41.03 

4 

250 

1,070 

683 

4,910 

4, 181 

1,269 

2,530 

64 

567 

217 

406 

11 7 

2,488 

774 

44 

631 
6,272 
1,224 

288 

5 

13 .40-

53 . 33 

290 .10. 

86.51 

68 .30. 

92.36 

137.62 

0 .28 

26.2(). 

8.13 

5 .41 

3.78 

341.46 

20.49 

4.96 

93 . 11 
1,355. 61 

66.79 
8. 68 

B. nEPARTMENTALLY MANAGED COMMERClAL AND 
QUASI-COMMERCIAL UNDERTAKINGS 

Energy 

Jnformation and 
Broadcasting 

J05 

46 

8 .47 

1.40 

46 1.32' 

5 0.011 

*Includes audit observations raised up to March 1978 relating to Sala! 
Hydro-Electric Project and Electrica l Division, Cochin. 

0 rncludes audit observations raised up to March 1978 relating to Harbour 
Works Division, Calicut. 

~.It 



/ 

-

r 

399 

(ii) A broad analysis of the outstanding observations is 
given below : 

a tu re of observations 

A. C I VIL DEPARTMENTS 

(a) Sanctions for establish ment not received 

(b) Sanctions fo r contingent and miscellaneous ex-
penditure not received 

(c) Sanctions to es timates no t received 

(ti) Detailed bills fN lump sum drawab not received 

(e l Vouchers not received 

({> Payees recei pts not received 

(g) Agreements with contractors/supplie rs not recei­
ved 

(11) Payment~ 10 coniractors,'suppliers not in con­
formi ty with contracts and agreements 

(i ) Sa nctions to write-off o f losses, etc. not recei-

umber Amount 
of (Lakhs 

items of 
rupees) 

1 3 

470 JI . 77 

2,334 313. 79 

4, 190 J.915.28 

5,846 1,467. 39 

3 ,137 l7l .88 

22. I 54 I .48 1 .44 

543 905 .56 

622 11 8 . 82 

ved 3 

(j ) Breach of financial p ropriety 

(k) Sanctions for reserve stock limit /excess over 
reserve stock not received 

(I) Expendi ture incurred on deposit work without 
d eposit/ in excess of deposit 

(111) Shortage of materia ls, non-accountal/less accoun­
tal o f ma terials, acceptance of material below 
specification , loss due t0 theft. damage, e tc. 

(11) Excess over technical sanc tion 

(o) Other reasons 

0.48 

6 46 .84 

5 50 . 78 

13 39.95 

2,452 l.313. 00 

13,224 372. 72 

8 . DEPA RTMENTALLY MA NAGED COMMER CIAL A 1\ ·D 
QUASI- COMMERCIAL UNDERTAKINGS 

(a ) Vouchers not received 13 0.28 

(b) Payees' receipts not received 83 3. 22 

,c) In vo ices a nd s tock certificates not received 22 6.30 

(d) O ther reasons 23 0. 07 
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The expenditure in respect of which detailed bills and 
vouchers had not been submitted to the Audit Offices in terms 
of the procedure existing prior to departmentalisation of accounts 
could not be subjected to detailed audit scrutiny. In such cases, 
as also in cases where payees' receipts, etc. bad not been furnished, 
the possibility of misappropriation, fraud, etc. remaining 
undetected cannot be ruled out. 

66. Outstanding Inspection Reports.-All important financial 
irregularities and dd ccts in initial accounts noticed during local 
audit and inspections are included in inspection reports and sent 
to departmental officers for necessary action. Besides, copies 
of the inspection reports, where necessary, and half-yearly 
statements of outstanding inspection reports are also forwarded 
to the Administrative Ministries. 

( i) The Min is tries fDepartmen ts with comparatively large 
outstandings are shown below 

M inis1ric-;/Depa nments Year of umber of ou1-
issue of sianding 
the 
earliest Reports Para-
out- gra phs 
standing in the 
reports report~ 

2 3 4 

A. CIVIL DEPARTMENTS 

Agricult ure and lrriga1ion@ 1952-53 1,078 5,603 
Commerce, C ivil Supplies and Co-

operation@ 1960-61 421 2,212 
Education and Social Welfare 1954-55 1,289 3,654 
Energy 1961-62 713 9,798 
External Affairs 1960-61 229 905 
Finance@ 1956-57 1,472 4 ,809 
Health a nd Family Welfare !' 1957-58 273 1, 128 
Home Affairs@ 1956-57 839 2,547 
Industry 1960-61 263 911 
Information and Broadcasting ,'! 1962-63 162 765 
Labour 1962-63 338 1,061 
Law, Justice and Company Affairs@ ( 959-60 122 429 
Planning@ 1965-66 191 635 

-

...... 

-

~ 
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2 3 

Shipping and Transport 1954-55 785 

Supply and Rehabilitation 1956-57 512 

Steel and Mines 1965-66 172 

Tourism and Civil Aviat ion@ 1957-58 272 

Works and Housing 1954-55 2,144 

Culture 1958-59 116 

B. DEPARTMENTALLY MANAGED COMMERCIAL AND 
QUASI-COMMERCIAL UNDERTAKINGS 

Agriculture and Irrigation 1968-69 12 

Finance 1967-68 36 

Health and Family Welfare 1964-65 39 

Informa tion and Broadcasting 1969-70 104 

Shipping a nd Transport @@,1966-67 20 

Works and Housing @ @ 1960-61 39 

4 

2,651 

2, 142 

848 

1,649 

18,844 

505 

73 

152 

135 

304 

99 

16 1 

(ii) The more important types of irregularities noticed during 
inspection and local audit are summarised below : 

A. CIVIL DEPARTMENTS 

1. Public Works Offices-

Number of offices 
in which irregulari­

ties were noticed 

Number of offices inspected during 1977-78 477 

(i) Wasteful and infructuous expenditure due to de-
fective plans, designs and abandonment of works 94 

(ii) Extra cost to Government due to rejection of 
lowest tenders or delay in accepting tenders 21 

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

(iv) Splitting up of purchase orders 

36 

15 

@Include Inspection Reports relating to Jarnmu and Kashmir circle which 
could not be included in the earlier Report due to destruction by fire of relevant 
records in the concerned Accountant General's office. 

@@Due to inclusion of Inspection Reports relating to Himachal circle 
which were omitted to be included earlier. 
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(v) Unauthorised financial aids to contractors 

(vi) D elay in effecting recovery of security depo­
sits from contractors and payment of con­
tractor's bills 

(vii) Arrears in mniutcaaocc and/or non-maintcoau~ 
of initial accounts of road metal, material-at­
site accounts, etc. 

(viii) Other irregularities 

2. Treasuries and o ther Civil Offices­

umber of offices inspected duri ng 1977-78 

(i) Non-observance of rules rela ting to custody 
and handling of cash, posting and maintenance 
of cash books. mu\ter rolls, physical verifi­
cation of cash, reconciliation of departmental 
receipts and remittances with the treasury 
records, recording of measurements. etc. 

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

(iii) Stores accounts not maintained properly and 
periodical verification not done 

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

(1•) Local purchase of stationery in excess of autho­
rised limits and expenditure incurred without 
proper sanctions 

(vi) Delay in recovery and/or non-recovery of 
receipts, advances and other charges, etc. 

(1•ii) Genera l Provident Fund accounts of Class f V 
staff not maintained properly 

(viii) Payment of grant in excess of actual require­
ments 

(ix) Sanctions to write-ofT of loans, losses. etc. 
not received 

(x) Overpayment of amounts disallowed in audit 
not recovered 

(x i) Other types of irregularities 

Number of offices 
in which irregulari­
ties were not iced 

81 

2 1 

80 

296 

2,019 

354 

123 

220 

88 

115 

297 

JJ I 

52 

17 

179 

l ,036 

.,... 
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B. DEPARTMENTALLY MANAGED COMMERCIAL AND 
QUASI-COMMERCIAL UNDERTAKINGS 

Number of offices inspected during l977-78 

(i) Non-observance of rules relating to custody 
and handling of cash, posting a nd maintenance 
of cash books, muster rolls, physical verifica­
tion of cash, reconciliation of depa rtmental 
receipts and remittances with the treasury 
records, recording of measurements, etc. 

(ii) Stores accounts not maintained properly and 
periodical verification not done 

(iii ) Delay in recovery a nd/or non-recovery of recei­
pts, advances and other charges. etc. 

(fr) Overpayment of amounts disallowed in audit 
not recovered 

(V) Other types of irregu larities 

(K. C. DAS) 

110 

30 

19 

20 

7 
82 

Director of Audit, Central R evenues. 
New Delhi : 
The 

: .. 12 8 AP R 1979 
t ' 

Countersigned. 

(GIAN PRAKASH) 

New Delhi : 
Comptroller and Auditor General of India. 

The 

8 APR 197 .. 
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APPENDIX I 

(Vide paragraph 7) 

MATN TNVESTME1''TS AND DIVIDENDS 

Name of Undertaking/Concern Investment Dividend 
credi ted to 
Government 

During During Upto During During -.. 
1976-77 I 977-78 J 977-78 1976-77 1977-78 

2 3 4 5 6 ..... 

(Lakhs of rupess) " 
I. Statutory Corporations- ~ 

Air India Corporation . 200 6682 331 • 
Indian Airlines Corporation 5278 

Oil and Natural Gas Commission 7409 7946 32080 

Life Tnsurance Corporation 500 

Central Warehousing Corpo-
ration 272 450 2468 55 62 

Food Corporation of Jndia 1424 J 168 21628 

-II. (a) Government Companies-

Indian Oil Corpora tion Ltd. I JOO 8208 569 

Neyveli Lignite Corporation Ltd. 1650 17903 

Bharat Heavy Electricals Ltd. J3000 780 

Hindustan Steel Ltd. 61085 

Heavy Engineering Corpora- ( 

tion Ltd. 16179 -.r 

Hindustan Antibiotics Ltd. 70 125 547 

Hindustan Cables Ltd. . 46 I 182 54 46 

National Newsprint and Paper 
Mills Ltd. 255 10 

404 
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'.?. 3 4 5 6 
....... ---

State Trading Corporation of 
1ndia 1000 150 150 

Minerals and Metals Trading 
Corporation (a) l500 135 

National Coal Development 
Corporation 14332 

Fertilizer Corporation of l ndia 
Ltd. 11100 8783 75058 

,.,. Hindustan Machine Tools Ltd. 140 100 3531 166 

...... Hindustan Shipyard Ltd. 127 48 (b)J 853 

lndian Telephone Industries 
Ltd. 216 628 

.ii' 
Mogul Lines Ltd .. 313 

:i,. National Instruments Ltd. 34 17 449 

• Hindustan Insecticides Ltd. 354 363 925 J1 11 

Bokaro Steel Ltd. . 60000 

National Mineral Development 
Corporation Ltd. 7604 

Fertilizers and Chemicals, 
Travancore 16 4479 11535 

Shipping Corporation oflndia . 2795 

Singareni Collieries Company .... Ltd. 272 

National Building Construe-
tion Corporation Ltd. 50 100 545 

r ndian Drugs and Pharmaceu-
ticals Ltd. 810 1942 6522 

Mazagaon D ock Ltd. 110 598 59 73 

Hindustan Aeronautics Ltd. 5695 100 114 
Garden Reach Ship Builders 

and Engineers Ltd. 400 500 1925 
fndian Rare Earths Ltd. 72 395 17 25 
Praga Tools Ltd. 281 54 633 
Hi.ndustan Organic Chemicals 

Ltd. 970 48 4g 

(a) Differs from the last year's figures due to subsequent corrections. 
(b) Includes Rs. 7 J lakhs due to proforma correction in 1977-78. 
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2 3 4 5 6 

Hindustan Photo Films Manu- > 
facturing Co. Ltd. 1632 

National Small Industries 
Corporation Ltd. 750 

Cement Corporation of India 
Ltd. 1300 2460 6671 

Indian Tourism Development 
Corporation Ltd. 50 95 1455 

Mining and Allied Machinery 
Corporation Ltd. 4380 .... 

Hindustan Zinc Ltd. 1350 705 5455 

Bharat Aluminium Company . 328 3889 
..... 

13657 

State Agro-Industries Cor- 'It poration 2828 

Hindustan Paper Corporation . 1801 3709 8517 -' 
Cent ral Inland Water Trans-

port Corporation 134 76 809 • 
Rural Electrification Corpora-

tion Ltd .. 500 700 6700 55 60 

Housing and Urban Develop-
meat Corporation 400 300 1600 

Coal Mines Authority Ltd. 11550 

Jute Corporation of India 300 ..... 

Cotton Corporation of India ... 
Ltd. 150 400 25 135 

Mineral Exploration Corpo-
ration Ltd. 340 350 1799 

Steel Authority oflndia Ltd. 9854 50782 76149 

Bharat Ophthalmic Glass Ltd .. 310 

Indian Petro-Chemicals Cor-
poration Ltd. 3100 18600 

Bharat Coking Coal Ltd. 4953 

National Textile Corporation 
Ltd. 7190 3150 12125 

Dredging Corporation of 
India Ltd. 816 2800 

Kudremukh Iron Ore Co. Ltd. 3761 9600 13361 
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2 3 4 5 6 
----

Industrial Development Bank 
of India 5000 

National Hydro-Electric Power 
Corporation Ltd. 2108 5510 7648 

Braithwaite and Co. Ltd. 1003 1003 

Burn Standard Co. 883 617 1500 

National Thermal Power 
Corporation Ltd. 323 2243 2586 

Bongaigaon Refinery and 
Petro-Chemicals Ltd. 1930 2393 6373 

Nationalised Banks (a)8740 

(b) Other Companies-
Tndian Explosives Ltd .. 274 34 

National Fertilizers Ltd. 9927 17676 

Oil India Ltd. (A)- 130 (A)- 148 1400 261 
British lndia Corporation 106 

h dian l ron and Steel Co Ltd. (c)736 2174 191 0 

III. International Finance Cor-
poration 211 

CV. Others *1 1409 9194 82185 1871 4268 

TOTAL 0 83930 125088 (b)720486 3444 6279 

(A) Represents redemption of debenture stock. 

(a) Not shown in the last year's report due to information received 
subsequently. 

(b) Includes Rs. 8740 lakhs. Refer footnote (a) above. 

(c) Adopted during 1977-78. 

•Differs from the last year's figure due to exhibition of certain items 
of investments distinctly. 

••Differs from the last years figure due to inclusion of investment of 
Rs. 736 lakhs in Indian Iron and Steel Co. Ltd . during 1976-77. 



APPENDIX ll 
[Vide paragraph 18(b)l 

ARREARS IN R ECOVERY OF LoANS AND A DVANCES GIVBN TO GOVERNMENT 
CoMPANJES, NON-GOVERNMENT lNmTUTIONS, LocAL F UNDS, C ULTIVATORS, ETC. 

To whom loan was pa.id Amount outstanding Earliest 
on 31st March 1978 period to 

which the 
Principal Interest arrears 

relate 

2 3 4 

(Lakhs of rupees) 
Ministry of Agriculture and Irrigation 

(Department of Agriculture) 
Central Fisheries Corpora tion Ltd., 

Howrah 
National Seeds Corpora tion Ltd., New 

Delhi. 
lndia Dairy Corpora tion, Baroda 
State Farms Corporation, New Delhi. 
SOMEX (MEXICO) . . . 
Agricultural Refinance and Development 

Corpora tion, Bombay 
Hindustan Aeronautics Ltd., Bangalore 

25 .00 

2. 25 
19 .71 
60 .56 

7 .03 

6.67 
63. 00 

184 .22 

29 . 11 1977-78 

1 .46 1976-77 
53. 75 1975-76 
42 . 72 1975-76 

1976-77 

1977-78 
11 . 16 1977-78 

138.20 

Ministry of Commerce, CM I Supplies 
and Co-operation 

Tea Trading Corporation of India Ltd. 
Coffee.Board 
Tea Board 

Cardamom Board . 
Super Bazar, New Delhi 

36. 67 11.00 
27. 99 

115.73 76.52 
(Rs. 4 lakhs towards 
principal recovered 
in 1978-79). 

0 .20 
2 .59 

155 .19 

0 .09 
2 .40 

118.00 

1976-77 
1977-78 
1976-77 

1977-78 
1974-75 

Minisll'y of Communications 
Indian Telephone 

Industries, Bangalore 
Tclepost Co-opera tive Hou~c Cor~­

truction Society Ltd .. Madra~ 

408 

6. 14 1977-78 

I. 15 1964-65 
~-
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2 

Loans to individual 

Ministry of Defence 

35.99 
Consumer's Co-operative Store at Ordinance 

Factory, Dum Dum 0.17 
Hind ustan Aeronautics Ltd., Bangalore 11 1.00 
Mazagaon Dock Ltd .. Bombay 256.40 
Garden Reach Sh ip Builder' and 

Engincc..._ Ltd .. Calcutta 
Goa Sh ip Yard Ltd., Vasco-dc-Gama 
Praga Tools Ltd . 
Bharat Electronics Ltd .. Dangalore 
Bharat Earth Movers Ltd. 
Andhra Scient ific Co L td 

342.27 
39 .50 

3.33 

329. 13 

1117 .79 

3 

2.70 

14.50 
52 .55 

549. 79 

129. 88 
0 .1 8 

261.38 
11 .20 

1022 . 18 

Ministry of Education and Social Welfare 
(Department of Culture) 

Bhartiya Vidya Bhawan, Bombay 6.20 2.56 
(Since recovered in 
1978-79) 

Deparbnent of Electronics 
Computer Maintenance Corporation, 

Bombay 
Kerala State Electricity Development 

Corporation, Trivandrum 
Central Electronics Ltd., Sahibabad 

Ministry of Energy 
(Deparbnent of Power) 

1.25 

2 .63 

1.50 

1.58 
0.74 

3.88 3.82 

4 

1970-71 

1974-75 
1974-75 
1973-74 

1972-73 
1972-73 
1973-74 
1973-74 
1974-75 

1975-76 

1976-77 

1977-78 

1977-78 
1977-78 

Delhi Blectric Supply Undertaking, Delhi . 1373 .51 2280.53 1974-75 

Ministry of Energy 
(Department of Coal) 

Coal India Ltd., Calcutta 1106.00 1976-77 

Ministry of Health and Family Welfare 
(Department of Health) 

Ayurvedic Unani Tibbia College Board, 
New Delhi 2. 00 

S/7 AGCRnB-27 

1962-63 
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2 3 

Ministry of Home Affairs 

Municipa l Corporation of D elhi, D elhi 320 .93 94.51 

Ministry of Home Affairs 
(Department of Personnel and Administrative Reforms) 

Centra l Government Employees Consumer 
Co-operative Credit Society, New Delhi . 2.00 1.05 

4 

1968-69 

• 
(Rs. 2.00 lak.hs and Rs. 0.33 lakh 
towards principal and intere;t rc~­
pectively recovered in 1978-79) 

Ministry of Industry 
(Department of Industrial D evelopment) 

Cement Corporation of India Ltd., New 
Delhi 10.66 1977-78 

Tannery and Footwear Corporation of 
India Ltd., Kanpur 

Nepa Mi lls Ltd., Nepanagar. 
H industan Cables Ltd., R upnarianpur 
Bharat Oph thalmic Glass Ltd., D urgapur 

National Instruments Ltd., Calcutta 
Instrumentation Ltd., Kora 
National Small lndustries Corporation 

Company Ltd., New Delhi . 
Hindustan Photo F il ms Manufacturing 

Company Ltd., Qotucmund 

Khadi and Village Industries Commission, 
Bombay 

Hindustan Salts Ltd., Ja ipur 
Andrew Yule and Co. Ltd., Calcutta 
Universal Trade Emporium, Faridabad 
Dogra Steel Ltd., Faridabad 

• Information is awaited. 

42.56 
(Rs. 5.02 lakhs re­
covered in 1978-79) 

0.68 0.04 
1.86 5.60 
l.50 L0.78 

20.60 42.74 
8. 53 11 .34 

18 .40 4 .26 

33.00 173.85 
(Rs. 10 lakhs to­
wards principal re­
covered in 1978-79) 

630.46• • 1612. 17•• 
3 .33 3 .00 

8.93 
0 .05 0 .01 
0.12 0.43 

----
718 .53 1926.37 

••The figures are provisional and under reconciliation. 

1977-78 

1975-76 
1975-76 
1974-75 

1975-76 
1973-74 

1975-76 

1974-75 

1972-73 
1977-78 
1977-78 
1970-71 
1972-73 

.. 

( 
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2 3 4 

(Ministry of J ndustry) 

(Department of Heavy Industry) 

S::ooters India Ltd., Lucknow . 

Min ing and Allied Machinery Corpora­
tion, Durgapur . 

Gresham and Cravan of India (P) Ltd., 
Calcutta 

Bharat Pump and Compressors Ltd., 
Naini 

Britannia Engineering Works, Mokamch . 

Hindustan Machine Tools Ltd., 
Bangalore . 

221.41 I 83. 77 J 974-75 

10 .67 210. 74 1972-73 

28. JS 16.0J 1976-77 

185. 76 1976-77 

7.54 1975-76 
(Rs. 5 .36 la khs re­

covered in J 978-79) 

717 .46 192. 85 1973-74 
(Rs. 234.91 lakhs 
towards principal 
recovered in 1978-79) 

Heavy Engineering Corporation Ltd., 
Ranchi 650. 28 1550. 48 1973-74 

Richardson and Cruddas Ltd., Bombay . 66.87 1972-73 

Tungbhadra 
Karnataka 

Steel Products Ltd., 
~ I .47 18. 89 1973-74 

Bharat Heavy Electricals Lid. , New Delhi 1927.33 10.57 1974-75 

Bharat Heavy Plates and Vessels Ltd., 
Vishakhapatnam 

Braithwaite and Co. Ltd., Calcutta 

Jessop and Co. Ltd., Calcutta 

(Since recovered in 
1978-79) 

408.65 1971-72 

1223 . 50 451. 64 1976-77 

491 . 21 1972-73 

4800.30 3804.98 

Ministry of Information and Broadcasting 

Film Finance Corpora tion of India, 
Bombay 

Samachar Bharat i, New Delhi 

30.11 

0.83 

17.58 1971-72 

1972-73 

30.94 17.58 
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2 3 

Ministry of Labour 

Barbi! Central Co-operative Stores Ltd., 
Barbi I (Under liquidation) l . 56 1.31 

Ministry of Petroleum, Chemicals and Fertilizers 
(Department of Chemicals and Fertilizers) 

Cndian Drugs and Pharmaceuticals Ltd., 

4 

1967-68-

New Delhi 81 . 90 1977·78 
(Since recovered in 
1978-79) 

Fertilizer Corporation oflndia Ltd. 1208 .04 1977-78. 

Fertilizers and Chemicals Travancore Ltd. 142 . 74 1977-78: 
(Since recovered in 
1978-79) 

1432.68 

Ministry of Petroleum, Chemicals and Fertilizers 

(Department of Petroleum) 
Petro.fits Co-operative Ltd. 650. 00 61. 75 1976-77 

(Amoun t of principal converted into equity in 1978-79) 

Ministry of Shipping and Transport 
Visakllapatnam Port Trust, Visakhapatnam 
Paradip Port Trust, Paradip . 
Calcutta Port Trust, Calcutta . •132 . 77 
Cochin Shipyard Ltd., Cochin. 

39.00 
3.42 

*665.72 
525 .00 

1972-73-
1976-77 
1973-74 
1977-78 

Central Road Transport Corporation Ltd., 
Calcutta. 133 .00 64. 70 1977-78. 

Central Inland Water Transport Corpo-
ration Ltd., Calcutta 

Departmental Canteen 
Delhi Transport Corporation, New Delhi 
Shipping Development Fund Committee, 

New Delhi 
Calcutta Dock Labour Board, Calcutta 
Tndian Road Construct ion Corporation 

(R.~. 24.80 lakhs 
towards principal 
recovered in 1978-79) 

805.52 231.39 
0 .04 

3448. 15 2929.01 

2823.07 
0.11 

55.86 

5175.34 7281 .42 

r 1 e figures arc provisional and under reconciliat ion. 

1964-65 
1975-76 
1966-67 

1973-74 
1977-78 
1977-78 

.. 
.. 

-
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2 

Ministry of Steel and Mi•es 

(Department of Steel) 

National Mineral Development Corpora­
ra tion 846 .89 

Ministry of Steel and Mines 
(Department of Mines) 

Bhara t G old Mines Ltd., Oorgaum . 

Hindustan Copper Ltd., Calcutta . 

Sikkim Mining Corporation Ltd. , Rangpo, 

523.33 

288 .33 

3 

578.51 

210.20 

1660. 25 

4 

1977-78 

1972-73 

1972-73 

Sikkim 9 . 50 8. 53 1967-68 
(Rs. 0 . 33 lakh to-
wards interest reco-
vered in 1977-78) 

821 .16 1878 .98 

Ministry of Supply and Rehabilitation 
(Department of Rehabilitation) 

United Council for Relief and Welfare, 
Alwar, Rajasthan 

Harijan Sewak Sangh, Ahmedabad 

Rehabilita tion Industries Co-operative 
Ltd., Calcutta 

Municipa l Corporation of Delhi, Delhi . 

0 .03 0 .08 1955-56 
(Waived in 1978-79) 

0 .25 

690.55 

47 .06 

737 .89 

345.27 

54.83 

400. 18 

1973-74 

1970-71 

1974-75 

Ministry of Tourism and Civil Aviation 

(Department of Tourism) 

Travel Rajasthan, Jaipur 

Suraj Travel, Madras 

Karan Enterprises (P) Ltd., Hyderabad 

0 .10 

0 .03 

8. 33 

0.02 1976-77 

0 .01 1977-78 

8.21 1977-78 
( Rs. I .38 la khs to­
wards interest re­
covered in 1978-79) 
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Ritz Continental Hotels Ltd., Calcutta. 

Hotel Horiun (PJ Ltd., Bombay 

Piem Hotels (P) Ltd., Bombay 

East West Hotel (P) Ltd., Bangalore 

Adyar Gate Hotel (P) Ltd., Madras 

2 3 4 

6.25 

50 .02 
(Rs. 20.23 

towards 
recovered 

2. 16 1975-76 

20.23 1977-78 
lakhs 

interest 
in 1978-79) 

55. 04 1977-78. 
(Rs. 12.23 lakhs 
recovered in 1978-79) 

5.24 6.09 1977-78 
( Rs. 3 lakhs towards 
interest recovered in 
1978-79) 

15.63 

140.64 

10 . 84 1977-7& 

47 .56 

Ministry of Works and Housing 

Delhi Development Authority (Slums), Delhi 

Hindustan Prefab Ltd. 

Municipal Corporation of Delhi, Delhi 

Delhi Transport Corpora tion, Delhi 

Consumer Co-operative Society Ltd. 

Sen Raleigh Ltd. 

Jay Shree Textiles. 

Jay Engineering Works Ltd. 

Delhi Electric Supply Undertaking, Delhi 

Andhra State Electricity Board, Hyderabad 

Central Distillery and Chemical Works 
Ltd. 

Andhra Cement Co., Ltd 

40.02 

55.01 

140.53 

4.22 

0.68 

0.97 

1.20 

10 .32 

0 .71 

0 .07 

0.04 

27 . 68 1965-66 

28.11 

90.13 

1.39 

0.57 

0.46 

0 .04 

0 .80 

10 .59 

0. 17 

0 .02 

1975-76 

1965-66 

1969-70 

1965-66 

• 
• 
• 

1957-58 

1973-74 

1976-77 

1959-60 

Orissa Industries Ltd. 0 . 57 • • 

Water Supply and Sewage Disposal Under-
taking, Delhi 802 .76 1579.93 1969-70 

New Delhi Municipal Committee, New Delhi 8. 74 5. 65 1965-66 

1065.84 1745.54 

•rnformation is awaited. 

• 

., 
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APPENDIX ill 

(Vide paragraph 23) 

EXTE:-IT Of UTILISATI0:-1 OF SUPPLEMENTARY G RANTS/ APPROPRIATIONS 

SI. Grant/Appropriation Amount of Grant/ Actual Saving 
Appropriation expenditure (Col. 

3+ 4-5) 
No. 

Original Supple-
mentary 

2 3 4 5 6 

Cases where supplementary gran ts/appropriations proved unnecessary. 
Revenue-Voted 

(Lakhs of rupees) 

Ministry of Agriculture and Irrigation 

I. 2-Agriculturc 

2. 5- Forest 
19856.26 1000.00 16745. 15 4111 .1 1 

2138 . 55 1.00 1882 .62 256 .93 

Ministry of Energy 
3. 32-Power D.:velopme11t 5186 .08 611.02 4582.71 1214.39 

Ministry of Home Affairs 

4. 56-0ther Expenditure of 
the Ministry of Rome 
Affairs 15652 .48 0 .05 14536 . 13 1116.40 

5. 57-Dclhi 13235 . 54 167 .53 12997 .28 405.79 
6. 6 l-Lak5hadweep 457.03 6.59 421.05 41 .57 

Ministry of Petroleum 

7. 73-Petroleum and Petro-
Chemicals Industries 6020 .82 133 . 35 5178.17 976.00 

Ministry of Steel and Mines 

8. '!5 -Mine~ and Min'!ra l~ -ll5"!AO 307 .37 3919 .40 540.37 

415 
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1 2 3 4 5 6 

(Lakhs of rupees) 

Ministry of Supply and Rehabilitation 

'9. 89- Department of Rehabi-
li tation 2512 . 75 386 .00 2500.84 397.91 

Revenue - Charged 

Ministry of Home Affairs 
IO. 57-Delhi 57.00 I .80 55. 50 3.30 

11. 59- Andaman and Nicobar 
0.27 Islands 0 .08 0.25 0.06 

Ministry of Works and Housing 

12. 97- Housing and Urban 
Development 67 .1-1 0.38 64.70 3.09 

Capital- Voted 

Ministry of Agriculture and Irrigation 
13. 7- Department of Rural 

Development 1754.21 11 .93 1753.73 12.41 

Ministry of Chemicals and Fertilizers 
14. 12-Chemicals and Ferti-

lizers Industries 45438.91 301. 93 42258.49 3482 .35 

Ministry of External Affairs 
15. 34--Ministry of Externa l 

Affairs 841.40 538.00 652.21 727 . 19 

Ministry of Home Affairs 
16. 57- Delhi 7940 .99 20 .96 7899. JO 62 .85 
17. 59- Andaman and Nico-

bar Islands 1119.62 l. 76 941. 13 180 .25 

Ministry of Shipping and Transport 

18. 81- Roads 9054. 12 328 .99 8958 .85 424 .26 

Ministry of SupPly and Rehabilitation 

19. 89- Department ofRehabi-
litation 943 .29 30 .00 916.33 56 .96 

,... 

~ -., 

,. 
• 
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-4-17 

2 3 4 

Department of Atomic Eitergy 
20. 100-Atomic Energy Re­

search, Development 
and Industrial Pro-

5 6 

(Lakhs of rupees) 

jects 9364. 22 500.00 7300 .55 2563 .67 

Capital- Charged 

Ministry of Agriculture and rrrigation 
21. 4-Animal Husbandry 

and Dairy Develop-
ment 116.07 113. 18 35 .. 50 

Ministry of Defence 

22. 22--MinistryofDefence 65.99 24 .41 

Ministry of Shipping and Transport 
23. 82--Ports, Light-Houses and 

19.00 

193.75 

71 .40 

Shipping 202. 00 9. 71 189. 51 22 . 20 



APPENDIX IV 

( Vide paragraph 25) 

SAvlNGS UNDER VOTED GRANTS 

Voted grants where the savings (more than Rs. 5 lakhs in each case) 
exceeded 20 per cent of the total grant are given below : 

SI. 
No. 

Grants 

2 

Total 
grant 

3 

Revenue 

Expen­
diture 

4 

I. 74-Ministry of Planning 8 .10 1. 96 

2. 52- Cabinet 189 .18 104 .23 

3. 3- Fisheries 2244. 34 1257. 70 

4. 83- Road and Inland 
Water Transport 62.35 39.99 

5. 36- Stamps 2348 .00 1565.82 

6. 104- Department of Elec-
tronics 847.01 566.97 

7. JO-Department of lrriga-
tion 2369 . 02 1666. 04 

8. 17- Ministry of Communi­
ca tions 

9. 72--Ministry of Petroleum 

10. 44-Customs 

11. 4- Animal Husbandry 
and Dairy Develop­
ment 

12. 105- Department of Space 

13. 90- Ministry of Tourism 

14. 76- Planning Commission 

15. 91-Meteorology 

16. 32-Power Development 

163. 02 

64.48 

2750 .80 

5456 . 69 

3899 . 17 

56.10 

515.35 

1680.78 

5797 . 10 

418 

115. 26 

47.46 

2049.10 

4206 .80 

3026 .19 
43.68 

405.72 

1326.56 

4582.71 

Saving Percen-

5 

tage of 
Saving 

6 

(Lakhs of rupees) 

6. 14 

84.95 

986.64 

22.36 

782.18 

280 .04 

702.98 

47.76 

17.02 

701. 70 

1249.89 

872.98 

12.42 

109 .63 

354.22 

1214.39 

75.8 

44.9 

44.0 

35.9 

33.3 

33.l 

29.7 

29. 3 

26. 4 

25 .5 

22.9 

22.4 

22 .1 

21.3 

21.1 
20.~ 

,, 

-
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·..: '.! 3 4 5 6 

(Lakhs of rupees) 

Capital 

17. 50- Family Welfare 14 .00 14 .00 100· 

18. 66-Informa tion and 
Publicity 82.70 82. 70 100 

19. 69-Labour and Employ-
men l 9.46 0.05 9 .41 99.5 

20. 4 l- Other Expenditure of· 
~ the Ministry of Finance 44491 .56 11683. 43 32808. 13 73 .7' 

~ 

21. 47- 0pium and Alkaloid 
Factories 73.49 19 . 57 53. 92 73.4 

.f 
58.0 t 22. 91- Meteorology 355.00 149 .09 205. 91 

23 . 34- Ministry of External 
Affairs 1379 .40 652 .21 727 . 19 52 . 7 

• 
24. 4-Animal Husbandry 

and Da iry Develop-
mcnt 1007.62 554 .83 452.79 44 ..9· 

25. 36-Stamps 114. 77 63.40 51 .37 44 .7 

26. 92-Aviation 3244 .58 1842.34 1402 .24 43.2 

Jo• 27. 38-Currency, Coinage 
and Mint 2505.35 15 16.55 988 .80 39.5 

28. 67-Broadcasting 2338. 76 148 l. 78 856.98 36.6 

29. 73- Pctrolcum and Petro-
Chemicals Industries 39991 .45 27156 .52 12834 .93 32. 1 

30. 61- Lakshadwcep 156.38 108 .30 48.08 30 .7 

31. 22-Min is try of Defence 4550.05 3192 .95 1357 . 10 29.8 

32. 18-0verscas Communica-
lions Service 850.35 617.49 232.86 27.4 

33. 100- Atomic Energy Re-
search. Development 
and lndu:arial Pro-
jects 9864.22 7300. 55 2563.67 26 .0 

34. 10-I?epartmcnt of lrriga-
lion 741. 76 568.32 173 .44 23.4 

35. 32-Power Development 30686 .93 23566 .82 7120. ll 23.2 



APPENDIX V 
(Vide paragraph 38) 

STATEMENT SHOWING Losses, IRRl!CQVl!RABLI! REVENUE, D UTIES, ADVANCES, ETC. WRITTl!N OFF/ WAIVr.D AND 
Ex Gratia PAYMENTS MADI! DuRING TH E YEAR 

In 331 cases, Rs. 73 . 11 lakhs representing mainly losses due to theft, fire, etc. a nd irrecoverable revenue, du ties, advances, 
etc. were written off/waived, and in 896 cases exgratia payments aggregating Rs. 230. 76 lakhs were made during 1977-78, as 
detailed below : 

Name of the Ministry/Department Write off of losses, irre-
coverable revenue, duties, 
advances, etc. 

Wa iver of recovery Ex gratia payments 

No.of Amount No. of Amount No. of Amount 
cases (Rs.) cases (Rs.) cases (Rs.) 

2 3 4 5 6 7 

Agriculture and Irrigation JS 32,28,944 
Commerce 10,000 87J 228,97,036* 
Energy 82 6,31,763 
External Affairs 1 2,511 
Home Affa irs 30 2,44,715 
Information and Broadcasting 3 7,214 
Shipping and Transport 145 15,89,556 25 1,79,354 
Steel a nd Mines I 2,224 
Supply a nd Rehabilitation 34 6,05,503 
Tourism and Civil Avia tion 2 9,010 
Works and H ousing 4 2,60,079 
Atomic Energy 8 6,99,886 
Space 2 19,259 

TOTAL 330 73,00,664 10,000 896 230,76,390 

• Represents payments to Indian nationals/companies for properties confisca ted by Government of Pakistan during 
and after lndo-Pa k conflict in 1965. 

.. 
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APPENDIX VI 

( Vide paragraph 55) 

GRANTS-JN-AID To STATIJTORY BoDIES, NoN-GoVFRNMENT INST1T1 11 10N::: 

OR BoorES AND INDIVIDUALS 

Ministry/Department 

Agriculture and Irrigation 
Commerce 
Communications 
Defence 
Education and Social Welfare 
Energy 
External Affairs 
Finance 
Health and Family Welfare 
Home Affairs 
Industry and Civil Supplies 
information and Broadcasting 
Labour 
Law, Justice and Company Affairs 
Petroleum, Chemicals and Fertilizers 
Planning 
Shipping and Transport 
Steel and Mines 
Supply and Rehabilitation 
Tourism and Civil Aviation 
Works and Housing 
Atomic Energy 
Culture 
Electronics 
Space. 

TOTAL 

421 

Amount 

(Lakhs of rupees) 

1,18,31.01 
1,04,92.06 

l.84 
9 . 87 

1,53,56.03 
78.21 
69.22 

1,59. 18 
2l.26.4T 
31,95. 81 
28,39.99 

2,25 .11 
1,58.20 

30.88 
21.38 

65,46.39-
22,13.97 

5,31. 80 
0.05 

1,97. 73 
47 .26 

7,58.94 
3,52 .43 
3,34.49 
1,80.33 

5,77,58.65 



Liabilities 

011 Capital Accou111 : 
Opening balance 

Add: Received during the period 

011 Current Account : 
Opeaing balance 

Add: Received during the period 

APPENDIX VU 

[Vide pragra ph 64(4)] 

fl-I E PATHJNJ TEA ESTATE 

GOVERNMENT OF lNDIA 

Balance Sheet as at 31st March 1976/301/i June 1976 

As at As at Assets 
31-3-1976 30-6-1976 

(Rupees) (Rupees) 

36,06,691 38,06,691 

2,00,000 

Net Fixed Assets (includ ing capital 
work-in-progress) 

Investments 
Current Assets 

38,06,69 1 38,06,691 Cash and Bank Balance 
Loans a nd Advances 

19,40,889 31,29,323 Profit and Loss Account 

22,31,000 15,00,000 

4 1,71,889 46,29,323 
Less : Net adjustments (- ) J0,42,566 (- )26,29,985 

Current Liabilities and Provi~ions 

Sundry Creditors 
Government Audil 1-'ces 

T 0 1 AL. 

31,29,323 

8,75,575 
71 ,800 

9,47,J75 

78,83,:189 

19,99,338 

11 ,04,599 
76,300 

11,80,899 

69,86,928 

. ~ • r 

As al As a l 
31-3-1976 30-6-1976 

(Rupees) (Rupees) 

26, 11,774 25,81,275 
1,000 1,000 

39,38,036 31,80,448 
2,02,741 4,68,559 .;:.. 

IV 
4,62,053 3,44,977 IV 
6,67,785 4,10,669 

78,83,389 69,86,928 



Debit 

I 
I I 

THE PATHINI TEA ESTATE 

GOVERNMENT OF INDIA 

• I-

Profit and Loss Accoum for the period ended 31st Marc/1 1976/301/t June 1976 

Particulars 31st March 30th June Particulars 31st March 
1976 1976 1976 

(Rupees) (Rupees) (Rupees) 
To Garden Expenditure 12,99,301 15,19,535 By Gross proceeds of tea sold (inclu-
To Calcutta Expenditure 37,476 34,680 ding stocks of tea at prices since 
To Freight and Marketing Expendi- realised) 9,72,671 

tu re 35,458 65, l1 9 13y shortage and samples 8,168 
To Government Duties 53,966 l,01,627 By Stock of Green Leaf awaiting pro-
To Expenditure on Grow More Food cessing (valued at cost) 

Scheme 7,504 7,960 By Sale of surplus stores at Garden and 
To Depreciat ion 42,958 37, 196 green ' leaver' 5,406 
To Interest on Me<in Government By Balance being loss for the period 

Capital @ 5:4 % J ,21,853 76,273 carried to Profit and Loss Appropria-
To Balance bemg profit carried to lion Account 6,12,271 

Profit and Loss Appropriation 
Account 2,57,670 

TOTAL 15,98,516 21,00,060 15,98,516 

To Balance being Loss for the year By Balance being profit for the year 
brought down 6,12,271 ending brought down 

To Interest on Mean Government By Balance being Profit for the period 
Capital- ! 97 5-76 (Adjustment) 554 ending 14th November 1975 brought 

To Prior period adjustment Account 1,41,154 down 85,640 
To Balance as per last Profit and By Balance transferred to Balance 

Loss Account 6,67,785 Sheet 6,67,785 

TOTAL 7,53,425 6,68,339 7,53,425 

MGIPRRND- S/7 AGCR/78-TSS- 1- 12-4-79- 1850 

Credit 
30th June 

1976 
(Rupees) 

20,64,818 
19,371 

13,377 

2,494 
~ 
lV 
w 

21 ,00,060 

2,57,670 

4,10,669 

6,68,339 



• 


