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PREFATORY REMARKS 

As mentioned in the Prefatory Remarks of the Report of the Comptroller and Auditor General 
of India for the year ended 31 March 1988-Union Government-Civil (No. I of 1989), the results 
of test audit of the Central Autonomous Bodies (other than those under Scientific Departments 
included in Rep Jrt No. 7 of 1989) under the various provisions of the Comptroller and Auditor 
General's (Duties, Powers and Conditions of Service) Act, 1971 are set out in this Report. 

2. The Report includes, among others, reviews on Indian Council for Cultural Relations, 
Apna Utsav, National Council of Educational Research and Training, and Stores and materials 
management in Calcutta dock system. The audited organisations are varied and different in cha­
racter and discipline but since these are autonomous bodies they all figure in this Report. 

3. The cases mentioned in this Report are among those which came to notice in the course 
of test audit during the year 1987-88 as well as those which came to notice in earlier ~ears but could 
not be dealt with in p evio us RepJrts; matters relating to the period subsequent to 1987-88 have 
also been included, wherever considered necessary. 

(iill 





OVERVIEW 

The Audit Report for the year ended 31 March 
1988 contains 26 paragraphs including four reviews. 
The points highlighted in the Report are summarised 
below. 

I. General 

The accounts of autonomous bodies which receive 
financial assistance from Government are audited by 
the Comptroller and Auditor General of India. 

Government of India paid Rs. 968.06 crores as 
grants and Rs. 108.73 crores as loans to various 
autonomous bodies during 1987-88. In addition, nine 
uuivenities received Rs. 162.31 crores as grants from 
the University Grants Commission jCentral Govern­
ment. The annual accounts of 30 out of 53 bodies 
(other than those under the Scientific Departments) 
whose accounts were to be audited had not been re­
ceived. Further, for the year 1986-87, out of 169 
Central autonomous bodies whose accounts tooether 
with Audit Reports thereon were required to be 
placed before Parliament, accounis of 88 bodies were 
rrccived late beyond the pres~rihcd time limit of 
three months by periods ranging upto 12 months 
and accounts of one body were not received. 

Utilisation certificates totalling 4399 amounting 
to R:>. 626.58 crores wer~ outstanding in March 
1988 in respect of grants relca~ed to various bodie 
during 1976-77 to 1984-85. Thi -; indicated that the 
authorities releasing the gran<s had not exercised 
proper control over the receipt of utilisation certi­
ficates . 

(Paragraph 1) 

II. Indian Council for Cultural Relations 

The Counc~l arranges exchange of cultural visitors, 
lecturers, dancers and instructors with other coun­
tries, organises seminars and conferences and holds 
e,thibitions of art in India and abroad to foster cul­
tural relations with foreign countries. There was a 
shortfall of 55 per cent in implementation of pro­
grammes in 1986-87 and 1987-88. More delegations 
were sent to Europe and USA than to African and 
neighbouring developing countries during 1982-83 
to ~987-88 contravening the existing guideJines . 
&<>1des. the performances given by the artistes during 
their tay abroad were less than those fixed by the 
Council. The artistes were selected without the ap­
proval of the Experts Committee. Detailed reports 
from scholars and artistes were not insisted upon on 
completion of their tour in 81 cases in 1986-87. 
Further, rates of honorarium payable to performing 
artiste were revised in December 1983 without ob­
taining Government's approval. Contrary to Govern­
ment's instructions for air booking directly through 
national carriers, the bookings amounting to Rs. 408 
lakhs were made through travel agents durino 
1982-88. Jn 18 out of 28 case!; during 1983-84 t~ 
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1987-88, expenditure on conferences and seminars 
was incurred without prior sanction; expenditure of 
Rs. 11.76 lakhs on air fare of 87 foreign participants, 
to be born~ by the sponsoring countries, was met by 
the Council. 

Royalty of Rs. 2.03 lakhs accumulated till 1987-
88 under Maulana Azad Memorial Fund had not ' 
been distributed by way of prize5. The Council failed 
to organise summer camps for foreign students 
during 1983-84 to 1986-87. 

The Council prop9sed in August 1976 to establish 
a Cultural Centre in Bonn. · However, in March 1985 
only a~ Indian Cultural window was set up. It wa~ 
closed in January 1987 as a review of its activities 
showed that its utility and output did not match its 
cxper.ses, amounting to Rs. 15.00 lakh5 per annum. 

(Paragraph 2) 

III. Apna Utsav 

T~e National C:Ultural Fesrival, Delhi Society, was 
hur ncdly formed m September 1986 to organise the 
Apna Utsav from 8th to 26th November 1986 which 
resulted in non-observance of :financial rules ana 
proctdun:s. Against the appro,·cd budoet of 
Rs. 500.50 lakhs for holding the festival, a ~um of 
R~. 551.24 lakhs was actually spent resultino in an 
e ;,~r ss expenditure of Rs. 50.74 lakhs. Agahtst the 
l'Stunated cost of Rs. 64 lakhs for site development. 
the Municipal Corporation of Delhi spent Rs. 131.47 
lakhs for which no detailed accounts were rendered 
to the Society. The payments to artistes for perfor­
manr.e, their expenditure on travel, board and lodg­
ing: were made without framing any norms. In res­
pect of seven works worth Rs. 22.97 -lakhs, open 
tender system was not followed. In 49 cases, quota­
tir:ns for making purchases!cntrustment of works at 
competitive rates were not called for and payment of 
Rs. 14.22 lakhs was made at the rates charged by 
the firms. Proper records for materials purchased! 
got fabricated, consumed and balance left were not 
maintained. Shortagelloss of ~tore<; worth Rs. 2.15 
lakhs was also noticed. No independent mechanism 
was e\olved to evaluate the achievements and draw 
backs of the festival. 

(Paragraph 3) 

IV. lnfructuous expenditure on unrecognised M. Phil. 
course 

Asiatic Society, Calcutta introduced M. Phil. 
course of two years duration on (i) Manu9Criptology 
and (ii) Oriental studies in Julv 1985. But the man­
agement of the Society could neither get the course 
t't'('.ognised by any Indian University nor get the 
Society decJared as Deemed University for award­
ing degrees. Consequently, tlie course was abandoned 



{ 

after first batch of scholars completed their courses 
n June 1987 without obtaining any degree. Thus, 

expenditure of Rs. 7.61 lakhs incurred on introduc­
tion of M. Phil. course proved to be in(ructuous. 

(Paragraph 4) 

V. National Council of Educational Research and 
Training 

NCERT had paid Rs. 399.05 lakbs during five 
year~ upto March 1988 ~ scholarships under the 
National Talent Search Scheme. Large number of 
the awardees had dropped out at various levels of 
studies; NCERT had neither kept record of awardees 
vho were successful in post-graduate studies, nor 

undertaken periodical evaluation of the scheme to 
asct"rtain its .Impact as assured to the Public Accounts 
Committee in February 1982. 

Jn the Department of Measurement, Evaluation, 
~urvcy and Data Processing, ther~ was shortfall of 
43 per cent in expenditure on training programmes 
or item writers and 45 per cent on developmental 

programmes during 1984-85 to 1987-88. In 20 out 
of 36 cases, material developed during workshops! 
seminars held from 1984-85 onwi}rds was still not 
finally ready. 

During 1983-84 to 1987-88, the Workshop De­
partment could execute only 14 to 41 per cent of 
the 10tal orders received for supply of primary 

cienee Kit. Delays ranging from 1 to 59 months were 
noticed. NCERT did not prepare "Profit and Loss 
Account" for production of :.cience kit and there was 
110 , 'aV of verifying whether science kit produced 
vere actuaIIy on 'no profit, no loss' basis. The Work­
hop Department did not conduct review of. the opti-

mum capacity of the manpower and machinery and 
their actual utilisation; under-utilisation of manpower 
in the production of science kit was noticed. Physical 
verifr·ation of stores has not been conducted every 
year; action was also not taken on t~e ~hortagesl 
xc~ '<:"<: noticed during physkal venficat1ons con­

ducted in 1978 and 1985. 
(Paragraph 5) 

VI. Delay in construction of Science Block of Miranda 
House 

Improper planning and dehy in taking decisions 
at the appropriate time by the University of Delhi 
resulted in escalation of cost of construction of 
Scienc;e Block in Miranda House from Rs. 8.62 lakhs 
to Rs. 22.55 lakhs, besides delav in completion of 
vork by 15 years. Du~ !O in-:irdinat~ del.ay in com­
)}etion of the new bmldmg, the Umvers1ty was de­
prived of the use of its existing laboratory comple.x 
for ho ding its computer course, as the same conti­
nued to be used by Miranda House. 

(Paragraph 7) 

VIl. Bombay Port Trust 

Bombay Port Trust purchased four mooring laun­
cbe<; fitted with mechanical gear boxes between April 
l 985 and July 1986 from a Mangalore 1->ased firm 

vi 

at a total cost of Rs. 31.96 lakhs, despite the fact 
that the old mooring launch.!s used in the port were 
fitted with hydraulic gear boxes. During opera.ion. 
it was noticed in October 1985 that launches ~re 
not working satisfactorily due to fitment of mcch:mt­
cal gear boxes and consequently were replaced 1,y 
hydraulic gear boxes. The improper assessment of 
the requirements resulted in avoidable expenditure 
of Rs. 2.60 lakhs being the cost of mechanical g~ar 
hoxes besides non-availability of the benefit of laun­
chc> for two to three years. 

(Paragraph J 1) 

Bombay Port Trust incurred expenditure of 
Rs. 10.19 lakhs on the construction of RCC lift 
shafts for installation of two goous lifts in Indira 
Dock. The entire expenditure became unfruitful as 
une shed was decommissioned in October 1986 dnd 
th~ other shed was earmarked for demolition . 

(Paragraph 12) 

Two plots of land belonging to Bombav Port Trnst 
were leased by it to a firm for forty years in 1940 
and 1942 which assigned the plots to another firm 
(lessee) in March 1970. Contrary to the prmisions 
of the lease deed, the lessee sublet a portion of the 
premises to another firm from March 1981 to Aug11~· 
1984. The Port Trust decided to recover onlv an 
~.mount of Rs. 2.55 lakhs ~s aclditi n.il least> ent 
ancl a penalty of Rs. 0.10 lakh from the lessee as 
against the benefit of Rs. 12. 75 lakhs derived by t e 
lesc;ee by subletting the premises. 

(Paragraph 13) 

VIII. Calcutta Port Trust 

Calcutta dock system maintains a central s 'ores 
including five separate store depots outside the central 
campus. 

The Stores Manual regulating the main activities 
of the stores department has not been updated since 
October 1960 and there were deficiencies in indent­
ing procedures and processing tbe indents. Fifty si:'c 
cases of imported materials involving Rs. 60.94 lakhs 
had been lying uncleared at the dock till April 1988 
for periods ranging up to 10 years. As many as 375 
claims for loss of coal in transit involving Rs. 16.12 
lakhs pertaining to the period from Jun~ 1968 to 
June 1983 had not been settled. A consignment of 
coal in 1984 was diverted by the Railways but no 
claim for Rs. 9.40 lakhs for the cost of coal includ­
ing freight had been lodged with the Railways. The 
claim had become time barred. There was abnormal 
delay in finalisation of the results of physical •erifi­
catior.. and stock adjustme~ts. Report of verification 
carried out in 1979-80 was finalised in January 19S7. 
The unadjusted advance payment made to suppliers 
:-imounted to Rs. 915.48 lakhs as on ~1st 1vforch 
19e8, out of which Rs. 337,25 Iakhs were for the 
period prior to 1986-87. The Port Trust had adopted 
consumption as maximum storing level against the 
norm of not exceeding 40 per cent of the issue of 
each item of the preceding year. Jnspite of such over 
fix::ition of stock limit, the maximum storing le 'el 
exceeded in 27 items by Rs. 16.17 lakhs. 



Although non-stock items were not required to be 
-stored, stores ledger, as on 31st March ~ 9 8 7, showed 
heavy balance of non-stock items amounting to 
Rs. 105.18 Jakhs. 

(Paragraph 14) 

The navigation channel below Diamond Harbour 
from downstream of Calcutta Port to the sea is divid­
ed by Nayachara Island into two distinct channels 
{i) Rangafalla channel aJong east bank and (H) 
Balari-Haldia channel along we~t bank. The western 
channel passes through a shallow area around Balari, 
which helped in the growth of a sand flat. Tl1e 
growth of the sand fiat deteriorated the depth of 
Balari bar navigation way. 

Although the Port Trust had incurred an expendi­
ture of Rs. 22.24 crores on maintenance dredging 
during 1982-83 to 1986-87, the required depth 
could not be achieved. Expenditure of Rs. 1.45 crores 
incurred during November 1985 to March 1986 on 
a temporary scheme of dredging gutter over the 
Balari bar also proved to be unfruitful. Due to fai­
lure of maintenance dredging as well as the tempo­
rary scheme, the Port Trust had to open the alter­
native Rangafalla channel at a cost of Rs. 0.89 crore 
to maintain navigation. The Port Trust also under­
look a recession scheme of the sand flat in Februarv 
1988, but the scheme was discontinued in April 1988 
after incurrin!! an expenditure of Rs. 2.13 crores. 

A capital dredging scheme sanctioned by Govern­
ment in August 1982 at a cost of Rs. 11.05 crores 
was to commence within two years of commencement 
of execution of a guidewall. The guidewall work, 
aken up in December 1982, has not yet been 

completed (October 1988) and the capital dredging 
was yet to commence. 

(Paragraph 15) 

Calcutta Port Trust did not levy surcharge on the 
basic rates in respect of foreign going vessels nor 
<lid it work out the net rebate in respect of the coastal 

· vessels at Haldia dock. This resulted in over charg­
ing of Rs. 23.36 lakhs in respect of coastal vessels 
and under-charging of Rs. 56.22 Jakhs in respect of 
foreign going vessels during April 1983 to March 
1988. Thus, the Port Trust sufferred a net loss of 
revenue amounting to Rs. 32.86 lakhs during the 
p eriod 1983-88. 

(Paragraph 16) 

Two electric motor driven capstans purchased by 
Calcutta Port Trust in July 1982 at a cost of Rs. 8.10 
lakhs could not be put into operation so far as they 
were not suitable for pit-type outdoor application at 
Kidderpore dock basin resulting in wasteful expendi. 
ture. 

Vll 

resulted in blo~king up of capital of Rs. 30. 73 fokhs 
for over six years. 

(Paragraph 18 ) 

IX. Kandla Port Trust 

Kandla Port Trust approved in August 1985 pro­
curement of one conventional tug and approached 
the Ministry of Surface Transport in September 1985 
for obtaining sanction of the Expenditure Fmance 
Committee. Limited tenders were invited in Novem­
ber 1985. The lowest offer of M :s. Bharati Shipyards 
Private Limited for Rs. 290.45 lakhs with a price 
reduction of Rs. 10 lakhs in case the letter of intent 
was issued by 31st December 1985 and order was 
placed by 12th January 1986 (subsequently extended 
to 31 st · March 1986) was approved by the Bo .. rd . 
However, Government sanction to th e purchase of 
tug was received only in August 1986 and order was 
placrd in October 1986. Consequently, the Port 
Trust could not avail of price reduction of Rs. JO 
lakhs. 

(Paragraph 19) 

X. Madras Port Trust 

The work of construction :'.lf an outer protection 
arm to Bharathi Dock for a length of 1005 metres 
from the existing arm of the main harbour of M :>dras 
Port Trust was awarded to a firm in October 1978 
for Rs. 6.48 crores to be completed by Augur,;t 1981. 
Tne work was_ actually completed in March 1986. 
After the agreement was cxccute0 anJ 
work was started, certain concessions were 
granted to the contractor, which were neither 
C"ontrmplated at the time of calling tenders 
nur provided in the agreement. Tut> contractor 
was paid a sum of Rs. 166.12 Iakhs for escalalion 
in prices, which was allowed even beyond the sche­
duled date of completion of work. Further, a rt>duc­
tion in the prescribed rate of hire charges for cra'le 
was allowed reuslting in r~fund of Rs. 10.18 lnkhs. 
In addition, an extra payment of Rs. 22.59 lakhs 
was made to the contractor for rehandling of s•nnes 
stocked in the harbour. Moreover, the hypothecation 
advance to the contractor was increased from 
Rs. 77 lakhs to Rs. 117 lakhs and the rate of re· 
covery of adv'ance was also reduced 

(Paragraph 21) 

(Paragraph 1 7) 

Six flame proof electric capstans procured in 
October 1980 and installed in July' 1982 had not 
been commissioned (October 1988) becaus~ of non­
procurement of missing parts of the machine. This 

Madras Port Trust reduced the hire charnes for 
the use of .gantry crane for loading or unloading in­
land contamer depot containers from Rs. 600 to 
Rs. 450 per container from 27th January 1984 without 
obtaining prior approval of the Central Government 
as required under the Major Port Trust Act, 1963. 
The Port Trust restored the original rate of Rs. 600 
per container with effect from 2nd April 1985 since 
the Central Government did not agree to the reduc­
!icn in the rate of hire charges as the original rate 

- itself was below the assessed cost. The Port Trust 
suffered a loss of revenue amounting to Rs. 7.27 
lakhs on 4849 containers handled during 27th Jan­
uary 1984 to 1st April 1985. 

(Paragraph 22) 



Madras Port Trust reduced the schedule of hire 
charges for providing reefer plug points with effect 
from 1 t October 1984 without obtaining the ap­
proval of Government. The reduction was approved 
by Govetnment only in June 1985 and notified int~ 
gazette on 4th Se.ptember 1985. However, the Port 
Trnst had charged reduced rates from 1st October 
1984 itself, which was not in order and resulted in 
\hor lc:vy of hire charges amounting to Rs. 3.96 
lakh for the period upto 3rd s~ptember 1985. 

(Paragraph 23) 

XI. 'Jormugao Port Trust 

A mechanical ore handling plant was comn11ss10n­
ed for commercial operations in October 1979 at 
Monnugao Port. The provisional handling rate of 
Rs. 23 per tonne fixed in Septeml)cr 1979 was re­
vised in November 1980 to Rs. 27.56 per tonne of 
iron ore. It was further revised to Rs. 28.22 per 
tonne from October 1983 with a surcharge of Rs. 8.80 
per tonne of ore handled towards rental charges. A 
scheme allowing rebate of Re. J .00 to Rs. 8.80 per 
tonne on the level of turnover achieved from 6.25 
to 8 times of the nominal plot capacity was also ad­
opted. It was observed by audit that though some of 
the exporters achieved the plot capacity and became 
eligible for the rebate, the optimum annual through­
put of eight million tonnes was never achieved. Thus, 
there was a mismatch between plot capacity and 
throughput. Against envisaged annud income of 
R s. 22.58 crores, the actual income realised was 
found to be short by Rs. 4.99 crorcs during October 
1983 to September 1986 due to non-achievement of 
tl ironghput. In order to overC•)mc the accumulated 
deficit of Rs. 15.55 crores at the end of March 1988, 
the "Port Trust proposed in August 1986 for revision 
of basic handling rate from Rs. 28.22 to Rs. 34.00 
tJer tonne and reducing the maximum surcharge re­
bate from Rs. 8.80 to Rs. 4.50 per tonne. The pro­
p.')c;al was pending with Government. 

(Paragraph 24) 

XU. Nhava-Slteva Port Trust 

VIII 

According to the terms and conditious of a con­
tract for main civil works concluded by Nhava-Sheva 
Port Trust, the contratcor was required to pay all 
customs or other import duties. However, the items 
which would bear 'Project Import' endorsment were 
entiteld for concessional ·rates under the relevant pro­
vi~iom. of the Customs TarifT Act, 1975 and it was 
the responsibility of the contractor to complete the 
requisite formalities and sati<;fy the prescribed crm­
ditions in this regard. As some of the goods imported 
by the contractor were not eligible for Project Import 
assessment, the contractor took deliverv of these 
goods on payment of customs duty. Contrary to the 
terms and conditions of the contract, the Port Trust 
reimbursed customs duty to the extent of Rs. 73 

lakhs to the contractor which consituted irregular 
payment. 

(Paragraph 25) 

XIII. Paradeep Port Trust 
Paradeep Port Trust awarde<l a contract in Decem­

ber 1978 to a firm for construction of one Bollard 
Pull Harbour Tug at a to~al cost oi Rs. 28.56 lakhs 
to be installed by August 1980. The Port Trust paid 
Rs. 17 .14 lakhs to the firm by August 1980 and a 
further amount of Rs. 5 lakhs in December 1980 to 
cnabk it to procure the main engines and accessortes, 
although such advance payment was not pro\ided in 
the contract. Even then the firm did not procure the 
engines and accessories and_ in December 1982, the 
Port Trust decided to bring the vessel without the 
engines from Calcutta to Paradeep. After arrival of 
the vessel at Paradeep Port, in January 1983, the 
Port Trust had to incur further expenditure on pur­
chase and fitting of engines and accessories to make 
the tug operational. The tug, in all, costed Rs. 35.73 
lakhs resulting in extra expenditure of Rs. 7 .17 lakhs 
as compared to the contract amount of Rs. 28.56 
lnkhs. The tug was finally commissioned in August 
1984 and remained idle since then resulting in block­
age of Rs. 35.73 lakhs. 

(Paragraph 26) 

XIV. Other Topics of Interest 

Los~ on recovery of electricity charges :-TI1e 
Indian Institute of Technology, Kharagpur sustained 
a Jos.;; of Rs. 15.98 lakhs <luring four years upto 
1-fa rch 1987 in distribution of electricity although it 
was intended to be on 'no profit, no loss' basis. Los 
was due to less reaUsation of electricity charges from 
the campus residents when the lnstitute paid more 
to State Electricity Board, · West Bengal for purchase 
of ckctricity as a bulk consumer. 

(Paragraph 8) 

Re-orientation of Medical Education Scheme:­
A Centrally sponsored scheme known as Re-orien­
tation of Medical Education was launched in. 1977 
to expose medical students and faculty members to 
rural environment and upgrade the quality of healtl1 
care services in rural and peripheral areas. 

The scheme was launched in Varanasi in 1978 and 
iu Aligarh in 1981 by the Institute of Medical Scien­
ces, Banaras Hindu University and Jawahar Lal 
Nehru Medical College, Aligarh Muslim Uiniversity. 
respectively. Though the scheme envisaged the medi­
cal colleges to cater to the total health care of the 
entire district in which the medical college~ were 
kcated within a period 3 to .'i years, yet th~· medical 
colleges had confined their acth·ities to the thre 
Primarv Health Centres which were taken up at the 
beginning of the scheme. Even the mobile clinics 
(issued three to each college) could not be utilised 
to their full extent and purpose. 

(Paragraph 10> 



CHAPTER I 

I. General 

(i) The accounts of a11to110Jnous bodies wh,ch re­
ceive financial assistance from Government are being 
audited by the Comptroller at.id Auditor General of 
India under various provisions of the Comptroller and 
Auditor General's (Duties, Powers and Conditions of 
Service) Act, 1971. 

As on 31st March J 988, there were 53 Central auto­
nomous bodies (other than thos~ under Scientific De­
partments) whose annual accounts were to be audited 
by the Comptroller and A11di1·or General of Indiat 
under Section 14(1) and {2; of the Act ibid. During 
1987-88, grants and loaJL> Jmounting tc Rs. 2640.13 
lakhs and Rs. 6.00 lakho; :::espi;ctive!y were paid by 
the Union Government t'.1 23 bodies. The annual 
accounts for 1987-88 in ~f,5pect of 30 bodies have not 
been received. 

As on 31st Ylarch 1988, there were 172 Central 
autonomous bolies (other than those unler Scientific 
Departments) including nine uni11ersities whose annual 
accounts were to be audited by the Comptr0ller and 
Auditor General of India as sole auditor of these 
bolies under Sections 19(2) and 20(1) of the Act 
ibid. During 1987-88, grants and loans amounting to 
Rs. 94165.16 lakhs and Rs. 10e67.20 lakhs rernec­
tively were pai~ by the Union Government to 163 
autonomous bodies and grants to the extent of 
Rs. 16231.10 lakhs were received by nine universi­
ties from University Gra11t.s Commission iCentral Go­
vernment. The audited accounts of these autonomo­
us bodies alongwith the s~~rarate Audit Reports on 
each individual bodylorganisation are issued to Gov­
ernment of India every year for being placed before 
Parliament. 

(iD The Committee on Paper~ Laid on the Table 
of the House recommended in its First Report (5th 
Lok Sabha) 1975-76 that after the close of the ac­
counting year, every autonomous body should comp­
lete its accounts within a p·.:riod of thre•! months and 
make them available for audit and that the reports 
and the audited accounts sl10uld be laid before Par­
liament within nine months of the close of the accoun­
ting year. For the year 1986-87, audited accounts 
together with Separate Audit Reomts thereon of 169 
Central autonomous bodies (other than those under 

Scientific Departments) which were under audit by 
the Comptroller and Auditor General of India, were 
to be placed before Parliament. Out of these, the 
accounts of 80 autonomoLs bodies only were maae 
available for Audit with1:1 the prescribed time limit 

of three months of the close of the accounting year. 
Submission of accounts of 89 autonomous bodies was 
delayed as indicated belw :-

D elay upto one month 

Dday of over one nl'Jnlh upto 3 m·.rnths 

Delay of over 3 1n-:inths upto 6 m'.Jnths 

D~ lay of over 6 months upto 12 m rnths 

Accounts not received 

Total 

46 

29 
n 

I 

1 

89 

(iii) Outstanding utilisation certificates of grants.­
Consequent on the departmentalistion of accounts in 
1976, certificates of utilisatiun of grants were required 
to be furnished by the Ministrie.>1Departments concrr­
ned to the Controllers of Accounts in respect of grants 
released to statutory bo11'.-!:>, non-Gcvernment institu­
tions, etc., or specific purposes specifying that the 
grants had been properly utilised on the objects for 
which they were sanct1oned, and that. where the 
grants were conditional, th~ prescribed conditions had 
~ee? fulfilled. The Min~stry /Department-wise details, 
md1cating the position of out~tanding utilisation cer­
tificates are given in App~ndix I. 

An ana·lysis of the Aopndi·~ indicated that the 
Ministry!Department of · Petro-Chemica1s, Energy, 
Power, Human Resourc~ Developmen~ Social Wel­
fare, Public Enterprises, Urban DeveJo'pment, Tour­
ism and Chandigarh Administration have not fur­
nished information inspite of letters issued to them 
in 1988. 

Further, a large number of utilisation certificates 
(4399) amounting to Rs. 626.58 crore.> were outstan­
ding in March 1988 in r!!spect of grants released in 
1976-77 to 1984-85. This points out that the au­
thorities releasing tht gmnt~ to statutory bodies, non­
Government _institutions, etc. :1ad nor exercised proper 
and adequate ·control over the receipt of utilisation 
certificates. 
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CHAPTER II 

Ministry of External A.ff airs 

2. Inclian Council for Cultural Relations 

2.1 Introduction 

The Indian Council for Cultural Relation. (Council) 
was set up in 1950 by a resolution of Government 
and was registered in March 1957 as a Society under 
the Societies Registration Act, 1860. The objectives 
of the Council were (i) to participate in the formula­
tion and implementation of policies and programmes 
relating to India's external cultural relations; (ii) to 
foster and strengthen such relation; bctwct·1• India 
and other countries; (iii) to promote cultural exchanges 
with other countrie and peoples and (iv) to establi h 
and develop relations with national and international 
organisations in the field of culture. 

In order to achieve the a':Jove objectives, the Council 
receives and gu ides visitors and scholars from abroad, 
sends abroad, lecturers, dancer. rtnd music in s tr ~ 1 ctors 
to promote Indian studies and culture, publishes :incl 
pre ents books to for:ign cu:tural and academic 
in titutions, arranges seminars and conferences of 
international character, hold exhibition-> of art in 
India and abroad. The Council i<; al-o en trusted 
with institution and management of Jawaharlal Nehru 
Award for International Under tandi ng. The Council 
al o undertakes agency work on behalf of other Gov­
ernment departments and running of Bri ti h l ibraries 
at nine centres and Soviet Cultural Centre at 
Trivandrum. 

2.2 Scope of Audit 

The accounts of the Council are audited under 
Section 20(i) of the Comptroller and Auditor Gene­
ral's (Duties, Powers and Conditions of Service) Act, 
1971 and the audited accounts together with report 
thereon are placed before Parliament. This review 
covers the period from 1982-83 to 1987-88. 

2.3 Organisational set up 
The authorities of the Council the General 

Assembly, the Government Body, the Finance Com­
mittee and any other Committee which th..! Pre ident 
of the Council, the General A ' ·embly or the Govern­
ing Body may set up for discharging any of the 
f<mctions of the Council. 

2.4 Highlight.I: 

There were shortfalls to the extent of 55 per 
cent in implementation of programmes as 
per plan of action, 1986-87 and 1987-88. 

Contrary to the general policy of increasing 
cultural ties with African, neighbouring and 
developing countrie , more visitors!delegn· 
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tions were sent to Europe and USA during 
1982-83 to 1987-88. Incoming visitors ex· 
ceeded the outgoing visitors which was ('OD• 

trary to the guidelines. 

The Council does not have a system to 
identify its activities and check on-going 
deviations from policies. 

There \ms considerable shortfall in the 
nwnber of performances given by the 
troupes a compared to days of stay abroad. 
Artistes and scholars availing travel grants 
did not submit their reports on completion 
of tours, as prescribed. 

Most of the conference !seminars were held 
without prior financial approval; an extra 
expenditure of Rs. 11.76 lakhs on air travel 
was incurred on foreig11 delegates against 
the norms adopted by the Council. 

Revised rates of honorarium, amounting to 
Rs. 33.30 lakhs were paid during 1985-86 
to 1987-88 to performing artistes without 
obtaining the approval of Govermnent of 
India. 
Contrary to the instructions of Government 
of India for booking air tickets and air 
freights directly through national carriers, 
the bookings to the tune of Rs. 407.53 lakhs 
were made through travel agents during 
1982-83 to 1987-88. 

Royalty of Rs. 2.03 lakhs accumulated 
under MauJana Azad Memorial Fund h~1s 
not been di tributed by way of prizes WI 
1987-88 contrary to the terms of agreement 
made in September 1958. 

No summer camps for foreign students were 
organised during 1983-84, 1984-85 and 
1986-87. 

Despite the existence of Experts Com· 
mittee for selection of artistes, some dcle· 
gations were sent abroad without obtaining 
its approval. 

Test check of records revealed cases of non· 
adherence to prescribed norms by the 
Council. 

2.5 Receipts and payments 

The Cou~c_il is financed mainly by grants receivec 
from the Mm1stry of External Affairs an d the Ministr1 
of Human Resource Development. A summary o 
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the Receipts and Payments of the Council from 1982-83 to 1987-88 is given below·-

1982-83 

Receipts 

J. Grnnts from Government for general activities :01 .09 

2. Agency work 31 . 76 

3. Foreign cultura I cen rrs 27.73 

4. chru award 1.00 

5. Sale of publications 1.60 

6. Other sources. 13. 32 

TOTAL 276 . 50 

Payments 

l. Genera I activi1ic~ 162 .26 

2. Agency work 56 . JR 

3. Foreign cultrual centres 26.37 

4. Nerhu award 1.00 

5. Publka1iuns 7.04 

6. G1mcral administration 43 .55 

7. Ca pi ta l expenditure 0.06 

8. Misc llancous expenditure 4 82 

TOTAL 301 .:!8 

Abnormal increas·e during 1987-88 under the head 
"Other sources" was mainly due to a receipt of 
Rs. 460.74 lakhs from Ministry of Human Resource 
Development (Department of Culture) for Festival 
of India in USSR and Sweden as al o Fe tival of 
llSSR in India and Rs. 125.28 lakhs on gate-collection 
on Festival of USSR in India. An e>.penditure of 
Rs. 444.33 lakhs was incurred including Rs. 125 lakhs 
:i donation to the Prime Minister's Relief Fund against 
uch receipts. 

2.6 Nor.-implemen!tation of progrcmmt' ~ tH per {llclll • f 
action 

Prior to 1986-87, the programmes of :he Council 
were undertaken under 'Cultural Exchange Programme' 
drawn with various countries or under its 'Cultural 
Activitie Programme ' without drawing up any plan 
of action and getting it approved from the Programme 
Committee, before hand. It was only from 1986-87 
that an actual plan of action was formulated. A 
review of plan of action for 1986-87 and 1987-88 

648 C & AG '89- 2 

• 

(Rupees in lakhs) 

1983-84 1984-85 1985-86 1986-87 1987-88 

22. 9 .35 300.00 330.00 425 .00 447. 36 

25 .71 46.03 136.44 84.49 l :ll .28 

35.72 45.97 41 .61 45.88 49.29 

7.50 15.00 

l.12 1.59 I .67 1.45 1 .82 

14 .15 52. 31 21.41 31 .99 622 .17 

306 .05 453.40 531 .13 603.81 1251.92 

192.99 283. ~6 277 .27 315.64 348.69 

27.44 34.87 l 34.08 110.63 92.38 

36.65 45.95 41 .33 45.44 49.12 

7.50 15.00 

4 .66 2.93 6.27 9.03 7.23 

51 .54 57.44 62.50 88 .94 106.12 

0 .07 4.10 2.83 8.76 12.40 

4 .80 3.23 2.81 8.28 473.42 

318.1 5 439 58 527 .09 601. 72 1089.36 

revealed as under:-
- -- ------ - - -- -----

Nature of 
prng r<1mm: 

Outgoing 
dclega tions 
Incomin~ 

delcga til ns 
Outgoing 
visitors 
Inc0ming 

'visitors 

Total 

Total as 
p,; r plan 
o f action 

117 

72 

Z19 

410 

878 

Implc­
m!nted 

80 

25 

80 

207 

392 

Unimple- Impll-
mentcd mented 

37 

47 

199 

203 

486 

outside 
plan of 

action 

JI 

6 

26 

J4 

97 
----

1t will thus be seen that )5 per cent of the pro­
grammes envisaged remained unimplemented. The 
Council tated in December 1988 that plan of action 
' as not expected to be implemented in full as the 
budget al'ocation proposed by the Ministry of External 
Affairs was for a smaller amount and a large number 
of proposals do not get implemented due to local 
circumstances abroad. 



2. 7 V i.litorsrdelegations to from foreign cou11tries 

2.7.1 Sending of performing and non-performing 
delegations, scholarsjartistes abroad has been the major 
activity of the Council on which it spends about 30 
per cent of Government grant. The General Assembly 
of the Council had been laying stress on increasing 

(A) 
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(B) 

our cultural relations with the African Carribean. 
neighbouring and developing countries. It was, how­
ever, noticed that the number of delegations and 
visitors to USA and Europe during 1982-83 to 1987-88 
was comparatively large than those sent to other 
countries ac; per details given below :-

(C) 
Year .Europe and USA Carribean and Latin Afi ican and neighbour ing ToteJ B + C 

America countrici. 

I 982-83 

I 983-84 

1984-85 

1985-86 

1986-87 

l 987-88 

TOTAL 

Number 
of 
v1~ itors 

46 

53 

58 

91 

59 
13 

320 

Number Number 
of of 
delegations visitors 

43 

38 2 

41 5 

44 
19 J 

18 3 

203 13 

The number of delegations and visitors sent to 
t:uropelUSA and other developing countries, etc. was 
in the ratio of 66 to 34. The expenditure was to the 
extent of Rs. 369.97 lakhs and Rs. 223 .97 lakhs res­
pectively during 1982-83 to 1987-88 (exchidinl! 
1985-86). The figures for 1985-86 were not made 

available. The ratio of expenditure was 62 to 38. 

In A " gust 1988, the Council stated that more 
emphasis had to be given to Europe and USA as 
expenses on local hospitality of our visitors and 
delegation-; were to be borne by the Council in the 
neighbouring anq African countries. 

The Council decided in April 1986 that more 
emphasis should be given to outgoing as compared 
to icnoming visitorsjdelegations for which the ratio 
was to be kept at 60 to 40. On scrntiny of records 
of the Council for 1986-87 and 1987-88, it was, 
however, observed that 70 and 36 visitors were sen ~ 
abroad as against 140 and 91 received from other 
countries keeping a ratio of 3 3 to 67 in 1986-87 and 
28 to 72 in 1987-88. 

The Council did not have a proper review system 
(0 identify the deviations and hence timely corrective 
-neasures were not taken. 

Ministry stated in January 1989 that in th e plan 
of action for 1988-89, the ratio of tie number of 
outgoing and incoming visits h1s been ker>t approxi­
mately equal. 

2.7.2 As per norms or the Council. artistes cultural 
trounes are not soonsored on a foreign cultural tour 
within three years of their previous vi it. Exrcpti0n 
was however, made in June 1987 in the c~sr r f 
artistes of outstanding eminence. A test check of 

~- -~~-----

Number Number Number Number Numb«;r 
of of of of of 
delegations visitors delega tions vis it ois <'el gi11ions 

22 JO 23 11 

2 1 14 23 J 5 

28 17 33 17 

2 1 18 22 19 

3 J 0 15 11 18 

5 2 0 52 23 57 

11 122 126 135 l 37 

records of the Council for the year 1986-87 and 
1987-88 revealed that nine troupes were sent abroad 
mo~c than once (four troup~s twice, three troupes 
thrice and two troupes four tunes) in a ~ pan of three to 

22 months. Out of the above, one dance troupe was 
sponsored to three different countries separately in a 
period of three months. 

2.7.3 In February 1984, the Finance Committee 
of the Council was inform;:-cl that a rti <>tes c>nd cultural 
troupes sent abroad for a period ct about 30-32 day. 
were expected to give 20 performances namely 2 >rd 
of the days of stay after co11';idcring the days of 
travel and days of rest. On scrutiny of recNd'> cf 

the Council for 1983-84, it was observed that out of 
82 delegations sent abroad and ror wham data were 
made available, only 19 delegations gave :)erformances 
of 60' per cent or more of the days of ~tay :ind the 
remaining 63 delegation s gave less than 60 per cent-
16 delegations 51 to 60 per cent 39 delegations 26 
to 50 per cent and 8 delegations below 25 per cent. 
In respect of five delegations, clat3. were aot made 
available. 

The Council tatcd in Au~11st 1988 that the 
performances of the tro:1p ,~~ were normaily arr::uu!ed 
by the host countf\' ant! th ey h:id no control cwl~r 
the number of performance~. 

It is urprising that the Council did not have any 
control over the numb~r of oerfr,rmances PHrticu­
Jarly when the expenditure was' bome hv the Council 
on the troupes sent :ihrnad. 

2.7.4 In April 1986. tl ~Council nresrribed guide-
lines for giving travel grants to intellectua15 and arti­
stes. These guidelines stipulate that a fter romole­
tion of their visits, detailt>d reportc; were t0 he sub­
mitted bv them on activities nndcrtnkcn a~r ··;-i d , 

• 



persons contacted, paper read by various partici­
pants alongwith submission of background papers <•ntl 
their own observations. It was, however, n0ticed 
that no detailed i:eporl;:; on their activities were in­
Shted upon in respect of 81 travf'.l grants in 1986-8~. 
The expenditure on such travel grants was to tlie 
extent of Rs. 9.56 fakhs. 

Ministry stated in January 1989 that the record 
of such conferences and seminars is generally circu­
la:ted later :On. Council, therefore, did not insist 
upon submission of rc:port in such cases and in the 
case ot performing artistes, the Mission sent detailed 
reports on the impact oj the tour. However, the 

fact remains that reports were not insisted upon by 
the Council from the intellectual.; and the artistes 
ponsored by them in 1986-87. 

2.8 Conj ere11ces Seminars 

2.8.1 The Council <;>rganises conferencesjsemin~rs 
to promote better cultural understanding with other 
countries. During 1983-84 to 1987-88, 28 conferencesj 
seminars involvmg a total expenditure of Rs. 33.13 
lakhs were held. 

Separate rules and guiddiues for incurring expen­
diture on this activity had not been framed by the 
Council. Ace 'r<lingly, rules relating to incoming 
visitors were to be followed in these cases. A 
scrutiny of records relating to expenditure incurred 
on various conferencesjseminars revealed as under :-

(i) Out of 28 confer~ncesjseminars organised by 
the Council during 1 Q83-84 tc 1987-88, sanction of 
the competent authority was obtained in 18 cases 
after these were concluded. 

(ii) As per norms uf the Council, the international 
air fare is the responsibility of the sponsoring country. 
Contrary to this, it w~ observed that an expendi­
ture of Rs. 11.76 lakhs was incurred by the Coun­
cil on intcr.qational air tr:uvel of 87 foreign partici­
pants for organising four conterences. The circum­
stances under which norms were not adhered to, 
\\ere not explained by the Council. 

2.8.2 An International Buddhist Conference was 
organised by the Council in collaboration with the 
Indian Council for Philosophic:il Research in Octo­
ber 1984. Five hundred participants including 10¢ 
foreigners attended the conference. It was observed 
that 

(a) while preparing tile estimates, it was expected 
that the Council's share of the total expenditure 
would be Rs. 4.28 lakhs against which Rs. 10.71 
lakhs were actuaUy borne by th~ Council. This tn­
cluded an amount of Rs. 3.J8 lakhs on international 
air fare of 26 foreign participants. The Council 
stated that increased expenditure was due to expan­
sion of scope of seminar as the event drew nearer. 
The reply of the Council was not based on facts as 
mitber the duration of the conference. nor the 
number of foreign participants increased, and 

• 

s 
( b) expenditure on local hospitality of 104 foreign 

participancs was estllllated a> l<.s. 1.20 lakhs against 
which Rs. 7 .03 lakhs was incurred by the Council. 

2.9 Indian Cultural Window Bonn 

A proposal tor estabilshment of a cultural centre 
LD tlunp. was nrst approvea oy tne uovernmg tlody 
uf tne Councu m Aut)USt 1~ 10. As me opeumg of 
the ~u1tura1 centre was an t:xpens1ve proposal, it 

was dec1ued rn March lYlSJ to open oruy an lndian 
Cu.itural Window ~hich was finally maugurated in 
Maren 1Y~5. 

After about one year ot its functioning, it was ae­
c1deci oy tne COuncu m April 1~<50 10 i..:di;ce its 
hnanc.tal collllllllllit:ms in nest .t!urope anel .Nortll 
America so as to mteus1fy Its cuuural excnanges 
w1tn o,her developing countries in Af)ia, • .l\trn;a u1.u 
Latm Amenca. ln auuitton, a review of tne activi­
ties of wmdow showed th:.it lt.> utility and output did 

not match its expenses which amounled to Rs. 15.00 
talffis annually. 1ne wrnuow was nna1ly wound 

up in January 1987. Thus, the window was opened 
without proper assessm~ut of the need for it. 

As a- result of the jecision to open the window, 
a buildmg was taken on lease in January 1984 at a 
monthly rent of DM 4410 (Rs. 0.18 lakh). H was, 
however, set up in Maren 1985 resulting in wasteful 
expenditure of Rs. 2.51 lakhs. The Council stated 
in September 1988 that during this period, the 
buildrng was occupied by the Education Wing of the 
Mission which was also looking after the setting up 
of the cultural centre. 

2.10 Publications 

The Council brought out 45 titles on Indian cul­
ture and literature in various languages like English, 
Hmdi, Urdu, Spanish, French and Arabic with a view 
to promoting cultural understanding with other count­
ries. During 1982-83 to 1987-88, the Council 

printed 36,757 copies of priced publications out of 
which 12,906 were sold, 9,886 were distributed free 
aild 13,965 valuing Rs. 5.61 Jakhs were lying in stock 
by March 1988. 

The number 'of copies printed were generally more 
than the requirement in as much as 38 per cent of 
the publications were lying in stock. 

The Council is printing six quarterly journals­
two in English and one each in Arabic, French, 

Spanish and Hindi. It was noticed that printing 
schedule of four of these journals was heavily in 
arrears as shown in the table given below:-

'Nam~ of the 
journal 

Africa Quarterly 
(Engli sh) 
Ar? bic Qu?rtc r ly 
French Qu1rterly 
Indian H:>rizon 
(English) 

-------- --
Delay in printing 
of issu:: 

35 to 39 months 

20 tc 27 mrnths 
7 to 24 m onths 
1 to 19 months 

Last i s~ue 

print!d as in 
D ·; ·ml> -r1987 

1984-IV bsue 

1986- JV issue 
1986--IV issue 
1986-IV issue 



The Council stated that translation into foreign 
language5, editing and proof reading conuibutcd to 
delay in production of journals. The nature of 
delays should have been anticipated by the Council 
and taken into account while formulating the project. 
The Council should have considered the de irability 
of changing the periodicity of the journal. 

Since 1984, the Council had printed 46,916 copies 
with sale price of Rs. 3.83 Iakhs. Of these, only 
2885 copies valuing Rs. 0.26 lakh (6 ~r cent) 
were sold and 40,547 copies valuing Rs. 3.26 lakhs 
(86.5 per cent) were distributed free and the balance 
J,484 copies valuing Rs. 0.31 lakh (7.5 per cent) 
were lying in stock. 

2.11 Irregular revisi01i of rates of Jwnorarium and 
equipment allowan~ to the pe• fon11 in ~ troupes 

In accordance with the stheme approved by Gov­
ernment of India in December 1970 the responsibi­
lity of the Council re1ating to out,6oing delegations 
would be to meet expenses on travel within India, 
assemblage, international air fare, honorarium, cost­
ume allowance, equipment allowance, etc. An up­
ward revision in the rates of honorarium and qu1p­
ment allowance were proposed by the Council in 
1979 but was turned down by Government of India. 
The Finance Committee of the Council ga e its ap­
proval for the following re·1ision of the rates of hono­
rarium and equipment allowance in December 1983 
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subject to the approval of Government of India :--

Old rates Rcvis(d ra le s 
propo cd 

------ ---------- --- --
Honorarium 

Equipment 
allowance 

Rs. 25 per artiste 
per day where: the 
stay of the group 
abroad is more than 
a month. 

Rs. 300 per artiste 
where the stay is 
more than a month 
abroad but pay.ible 
only once in two 
years. 

Rs. 2,000 or Rs. 
3,000 p~r p~rfor-
m'l nce fLr an 
artiste. or a compo· 
site gr0up 
r-!sp~ctively. 

Rs. 5 00 per arti~tc. 

No approval of Government of India was obtained 
by the Council for such revisions in rate . While one 
can appreciate the rationale of uch 5teep increase m 
rates a a facility to artistes but prior approval of 
Government of India should have been obtained as 
directed by the General Assembly of the Council. 

Detailed scrutiny of the paymems made at the 
revised rates revealed the following irreguh1rities :-

(i) At the time of obtaining approval from the 
Finance Committee in Decembc:r 1983, it wa assur­
ed that the annual financial iI.apact on payment of 
honorarium at higher rates would be R . 2.00 lakhs. 
After these rates wei.:e introduc rl from April 1984. 
no exerci e was ever done: to sc'" the actual financial 
impact of payments of honorarium made at the re­
vised rate . The picture as emerged from the ac­
count of the Council for 1985~86 to 1987-88 was 
as under :-

Year Honorarium at old rates Honorarium paid at new rates Difference 

1985-86 
1986-87 
1987·88 

TOTAL 

Number of 
delegations 

5 
2 
8 

15 

Thus, there was an actual impact of R . 33.30 
lakh against the anticipated impact of Rs. 6.00 
lakhs during 1985-86 to 1987-88. 

(ii) Payment of honorarium was fnrther revised to 
Rs. 5,000 per performance to an established artiste 
in February 1987. Howi!ver, since July 1985 the 
Council made payments amounting to Rs. 3.60 lakhs 
to four arti tes at the above rate even before this 
revision. 

(iii) Keeping in view of the standing of a dance 
~urie, honorarium of Rs. 0.18 lakh at the rate of 

Rs. 2,000 per pedormance was paid by the Council 
for their nine performances in Afghanistan in 
August 1987. The same troupe was paid honorarium 
at the rate of Rs. 5,000 per performance for five 

--- __ _._....... __ ·--~--
-~---

Amount umber of Amount 
(Rs. in lakhs) delegations (Rs. in lakhs) 

1.08 22 8.48 
0.39 19 5 . 31 
I.IO 31 22.08 

2.57 72 35.87 

performances for Mauritius festival in 
1987. 

mount 
(Rs. in lakhs) 

7.40 
4.92 

20 .98 

33.30 

September 

(iv) As per Rules of the Conncil, arti tes!cultural 
troupes would not be sent outside Cultural Exchange 
Programme unless the fordgn impressarioicultural 
body inviting them agree to pay honorarium and 
provide local hospitality. Tw\!nty five delegations 
were, however, sent abroad during 1985-86 to 
1986-87 out ide Cultural Exchange Programme and 
were paid honorarium of R 0

• 6.91 lakhs by the 
ouncil. 

(v) Each cultural troupe going abroad was entitl­
ed to costume allowanc~ beJlore leaving the country 
and equipment allowance for the same purpose if 
stay abr9ad was for more than a month. This con-

/ • 



tingent clause was removed by the Council from the 
revised norms without recording any juslification for 
itE deletion. During 1985-86 and 1986-87, 23 dele­
~ations were paid equipment allowance of Rs. 1.70 
iakhs who were otherwise not entitled for the same 
in the old scheme. They were also paid costume al­
lowance of Rs. 0.79 lakh having less than a month' ~ 

stay abroad. The Council abolished the payment of 
equipment allowance in December 1987 and prescri­
bed new rate for costume allowancf' 

2. l 2 Travel Agents 

The Council provides trawl facilities for incom-
ing and outgQing visitors!delegations. Ministry of 

Tourism and Civil A viatiua issued in 1973 detailed 
instructions for booking air passa.'tcs which, int~r 
alia, stipulated that all government bookings in India 
including bookings of airfreight with the nationai car­
riers should be .made directly with them and not 
through a travel agency. The Council, however, had 
been making the booklngs througll travel agencies 
ince 1982. The Council stated in August 1988 that 
th~ national carriers did not offer ;my service apart 
i'rom booking of passages while the travel agencies 
provide other facilitie!> lik~ assislance in issue of pas­
sport and visas, arranging foreign exchange, receiving 
and seeing off artistes, etc. 

The Council incurred un expenditure of Rs. 407 .53 
-lakhs during 1982-83 1'.> 1987-88 on international 
air travel. 

If the Council enco11nters problems in arranging 
the above facilities dir~ctly and the help ofi travel 
agen.ts might make things easier in the context of a 
m.mber of incoming and outgoing anistesjdelegations 
it should get the Ministry to exempt it from the ope­
ration of the said instructions and a suitable tie up 
entered into with the tuvel agency who can provide 
rnaximum discount 

2.13 Maula11a Azad Memorial Fund 

As agreed to between the composer and the pub­
lishers of the book 'India Wins Freedom' in Septem­
~r 1958, half of the az:wunt or royalty payable to 
the composer was to be paid to the Council for the 
purpose of awarding annually two prizes, one meant 
for the best essay in English on Islam to be written 
by a non-Muslim citizen of India or Pakistan below 
30 years of age and th1: other to a Muslim dtizen of 
Ir.dia or Pakistan below 30 years of a~e for the best 
essay in English on Hinduism. 

'fhe Council accumulated upto 1987-88, R . '.:!.03 
lakh!: (Rs. 0.61 lakh as royalty incluJing Rs. O.O: 
lnkb for Azad Memorial lectures and Rs. J..42 lakhs 
Rs interest on its investments) since 1959-60 but has 
not yet started organi<:ing any essay competition for 
di~tribution of prizes as per terms l'f the agreement 
which was meant to improve national integration in 
India lP'akistan. On this being pointed out by Audit, 
the Council stl\ted in December 1988 that a press 
notification has been issued in November-Decl!mt1er 
1988 for holding the fir~t essay competition. 
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2.14 Summer Camps 

One of the major activities of the Council relating 
t > 1he welfare of foreign students in India is tu orga­
rlise camps during summer vacations. 

Du1iug 1982-83, five camps were organi~cd by the 
Council ill which 246 fore,gn stud-:nts participated. 
No such camps wern orgamsL·d in 1983-84, 1Y~4-85 
and 1986-87. Only one camp was org;mised dunng 
1935-86 m which 75 forc:gn ~tud·~nts participated. 

2.15 Selection of Programmes 

Under article 3(iv) of the Comtitution o~ the 
Council, its Ueneral Assembly formulates a Progra­
nimc Committee presently named a. Standmg com­
mittee for se.&.ectlon ana approval ot iucoming1outgo-
1ug delegations, visitors, schola~s, artistes, etc. 1 nir-
teen memoers u1strngwsned m the field of culture, are 
selected from among me members ot ueneral Assen:,­
bly aiid Governing .Budy after every four years. Des­
pite the existence of sudt a Com!l:uttec in the Coun­
cil, it was noticed that: ·-· 

(i) during 1985-86, ilfteen programme.> uf in­
comingjoutgomg delegations involving ai 

.total expend.itlice of H.s. 17.01 lakhs were 
un.dertaken without approval of the Prog­
tamme Committ9e. Even the finaucial ap­
proval of tbe Governing Body ·was obtam­
ed in March 1%6, cnb1cck after tlie com­
pletion of th~ programmes, and 

(ii) a person of Indian origin whu is a citi1en of 
USA was sponsored by the Council ln 
November 1985 to give perforru,ance in 
GDR and USSR at an expenditure of 
Rs, 1.04 lakhs withcut approval of the 
Programme Committee. 

2.16 Ocher points of interest 

On test check of record of the Coum;il, thl! fol­
lowing irregularities were also noticed:-

' . 
(iJ The return air fare amouQ.ling to Rs. 2.44 lakhs 

was paid by the Council for th~ 15 member Ramii­
yana ballet troupe from Rangcion, in December 1985 
in violation of the approvl.!d norms. An avoidable 
extra expenditure of Rs. 0.15 lakh was al ·o lllCUi­
red on the forced halt of five members of the troupe 
at Bangkok due to inelli.cient handling of the travel 
agent. 

(ii) A six member daace group from Karnataka. 
was sponsored to UK in J UJLC 1985 on an understand­
ing from Karnataka Government on 50 per cent cost 
sliaring basis. However, the Karnataka 'Government 
later backed out o' the arrangements. The Council 
11ad lo bear the total ~x.ncndi!u:-e of Rs. 1.06 Iakhs 
or! th is vim. · 

(iii) The itinerary of a well-known odlssi dance 
group which was to visit Australia in July-August 
1985 could not be finalised in time to avail APEX 
(Advance Purchase EKcursion) fare for which the 



expenditure sanction of th~: President of the Council 
for Rs. 0.51 1akh obtained. As a consequence, au 
extra expenditure of Rs. 0.37 lakh was incurred by 
the Council. _ _ _ It 

(iv) The Councjl ~pum>or..:u the visit of a magician 
with an enfourage of 31 members to USSR, Czechosl­
ovakia and Poland during September-November 
1985. The troupe was alhrwed to carry excess lugg­
age o~ 1500 kgs. against th~ normal maximum p~r­
missible luggage of 750 kg " Out of this, 500 kgs. 
was to be sent back from Moscow, instead, the group 
carried 1800 kgs_. excess luggage from Moscow on­
wards, incurring an avoidable expenditure of Rs. 2.68 
lakhs. 

(v) The Council orga:i!sed two exhibitions in Italy 
in March-April 1987 and Norway in May 1988 on 
Madhubani paintings and incurred an expt:nditure of 
Rs. 2.07 lakhs so far. The Council's purpose was to 
sell these pafutings abroad and to recover the expen­
ses. Although more than a year has passed in the case 
of the first exhibition (still abroad) 27 p<iintings out 
of the total collection of 207 could only be sold so 
far and their sale proceeds are yet to be recci cd l:y 
the Council (August 1988). 

Ministry of Human Resource Development 
(Department of Culture) 

3. Apna Utsav 

3. l ill troduction 

A national cultural fesiival called 'Apna Utsav' 
(festival) was held in Delhi from 8th to 26th Novem, .. 
ber 1986. The festival was organised by the Natio­
nal Cultural Festival, Delhi Society, which was form­
ed on 18th September 1986 and with the assistance 
of seven zonal cultural centres locateu at Allahabad, 
Calcutta, Dimapur, Nagpur, Patiala, Thanjavur and 
Udaipur. 

The main alllls and objectives of the festival were 
to:-

(l) capture and recreate the lndian way of lire 
in all its originality, diversity and richness; 

(ii) preserve and promote cultural heritage of 
Il!dia by creat4tg awareness among masses 
and encouraging their active pa11icipation iu 
various events under the auspices of the 
festival ; 

(iii) enhance cross-cultural communication and 
interaction by bringing together artistes, 
artisans, performers, linguists, writers, folk­
lorists, sculptors, photographers, etc. from 
various parts of India; and 

(iv) form an organised body of various cultural 
events, reflecting commonalities uf culture 
hom ~erent regions of the country. 

3.2 Scope of audit 

The accounts relating to the festival were It. st au­
d ited during November 1987 to April 1988 under 
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Section 14 of the Comptroller and Auditor General's 
(Duties, Powers and Conditions of Service) Act, 
1971. 

3.3 Ol'ga11isatio11al set up 

Government of India set up an Organismg Com­
mittee comprising 51 members in August 1986 with 
a Chairman. The committee formulated details of the 
programme and set up several suh-committees com­
prising a cross section of people's representatives, 
artistes and officers vf Delhi Admirnstration and the 
Department of Culture. 

The Executive Committee was to e.x.e1cise overall 
superintendence, control and direction for conduct of 
the programme and to form groups and committees. 

3 .4 Highlights 

The Society was formed hurriedly on 18th 
September 1986 to hold the festival in 
r ovembcr 1986 resulting in non-observnnfe 
of fiuaJ1cial roles and procedures. 

Against approved budget of Rs. 500.50 
lald1s for the festival, a sum of Rs. 551.24 
lakhs (Us. 348.58 lakhs by the Society and 
Rs. 202.66 lakhs by the zonal centres) wa.<J 
spent resulting in an excess expenditure of 
ks. 50.74 lakhs. 

Five zonal centres had unutilised balan~ 
of R ·• 24.46 lakhs which has not been re• 
fonded by them. 

Annual accounts of the Society for 1986· 
87 were submitted late by 11 months. 
Audited accounts of four zonal centres have 
not been received. 

.Against estimated cost of Rs. 64 lakhs for 
site development, the Mwlicipal Corporation 
of Delhi spent Rs. 131.47 lakbs. 

Payments to artistes for performance, their 
expenses on travel, board and lodging were 
made without framing any norms in this 
regard. 

In respect of seven works worth Rs. 22.97 
lakhs, open tender system was not followed. 
In 49 cases, the quotations for making pur· 
chases jcntrostment of works at competitive 
rates were not called for and payments of 
Rs. 14.22 Jakhs were made at the rates 
charged by the firms. 

No proper record of materials purchased! 
got fabricated, consumed and the balances 
left was maintained. Shortagelloss of stores 
of Rs. 2.15 lakhs were reported. 

o independent mechanism w~ involved 
to evaluate the achievements and drawback! 
of the festival. 

3 .5. Financial outlay 

gainst the revised budget estimates of Rs. 500.50 
lnkhs, th l: grant relea ed by Government of India for 



the festival was R!i. 490 lakhs (Rs. 280 lakhs to the 
Society and Rs. 210 lakhs lo the seven zonal centrns 
at Rs. 30 lakbs each). The grant to the Society was 
released from the Contingency Fund of India which 
was subsequently recouped through a Supplementa1y 
Demands for Grants, 1986-87. 

The details of the approved estimates and actual expen­
diture incurred by the Society are given below :-

Approved Actual 
estimates expendi-

ture 

(in lakh ~ of rupees) 
Site development 148 00 194.50 
Signage, publicity, etc. 35. 00 48 . 16 
Expenses on artistes and cultun I 
groups 

Travel, freight and pl'cking 
Local transporta tic n 
Board and lcdgir.r, 
Administration 

Total 

20.00 
5.00 

38.00 

40.00 
36 .00 

322.00 

J 8.20 
1. 85 

35.67 

30 . 78 
19.42 

348.58 

As against approved estimates of Rs. 322 lakhs, the 
actual expenditure was Rs. 348.58 lakhs res11lting in 
excess expenditure of Rs. 26.58 lakbs. 

The excess occurred mainly under "Site develop­
ment" (Rs. 46.50 lakbs) and "Signage, publicity etc." 
(Rs. 13 .16 lakhs) . The excess under "Site develop­
ment" was attributed to excess incurred by the Muni­
cipal Corporation of Delhi at the maidans where 
different functions were held. The excess expendi­
ture under "Signage, publicity, etc." was due tn 
advertisement done through the fndia Tourism Dcve· 
lopment Corporation. 

The zonal centre-wise expenditure incurred is 
given below 

Name of the zonrl centre 

Allzhab?d 
Ctlcutta 
Dimapur 
Nagpur 

Patiala 
Thanjavur 
Udaipur 

Total 

(In la khs of rupees) 

25. 93 
19 30 
28.52 
25.12 

38 . 51 

26.67 
38. 61 

202 66 

As against approved estimates of Rs. 178.50 lakhs, 
the actual expenditure was Rs. 202.66 lakhs resulting 
in excess expendimre of Rs. 24.16 lakhs. Reasons 
for the excess were not available. 
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Further grant of Rs. 80.08 lakhs was released to 
the Society in 1987-88 to meet excess expenditure 
incurred by the Society (Rs. 66.06 lakhs) and two 
zonal centres viz. Patiala and Udaipur (Rs. L4.02 
lakbs). 

3.6 Non-refund of 11n11tilised grants by th1~ zonal 
centres. 

Against the gram of Rs. 210 Jakhs released to tile 
seven zonal .centres, a sum of ·Rs. 202.66 lakhs was 
spent resulting in an overall saving of Rs. 7.34 lakhs. 

The expenditure incurred by two zonal centres viz. 
Patiala and Udaipur exceeded the grant by Rs. 17.12 
lakhs. The remaining five centres had spent 
Rs. 125.54 lakhs which resulted in unutilised balance 
of Rs. 24.46 lakhs. This was not refunded to Go­
vernment contrary to the terms and conditions of the 
grant. 

Except one centre, viz., Thaniavur, none of the zonal 
centres had furnished the utilisation certificates for 
the grants released to them for the festival. 

3.7 Submission of audited accounts 

In October 1986, the Society appointed a 11.rm as 
its auditors at a remuneration of Rs. 0.45 lakb per 
annum against which it decided to pay Rs. 0.70 lakh. 
This resulted in excess payment of audit fee payable 
to the firm by Rs. 0.25 lakh. The Society stated in 
January 1989 that extra remuneration of Rs. 0.25 
lakb was given on the basis of extra work performed 
by the firm for completion of the accounts and was 
approved by the Finance Committee in April 1988. 

The Society was required to submit the annual 
accounts for 1986-87 to Audit by 30th June 1987. 
These were qelayed by 11 months. The Society stated 
in January 1989 that the delay in finalisation of ac­
counts was due to non-production of a number of 
documents /statements by the Municipal Corporation 
of Delhi to the Society "for justification for inclusion 
of their amounts as liability in the accounts". 

The audited statement of accounts of four zonal 
centres viz. Allahabad, Calcutta, Dimapur and Patiala 
had not been received. 

3.8 Excess expenditure incurred by Municipal Cor­
poration of Delhi. 

For carrying out works. for the development <Jf 
eight sites on deposit work basis, the Municipal 
Corporation of Delhi (MCD) demanded Rs. 64 lakhs 
against which an advance payment of Rs. 55 lakhs 
was made by the Society. 

MCD, however, incurred a total expenditure of 
Rs. 131.4 7 lakhs for which no detailed accounts for 
incurring of such huge expenditure in excess of their 
demand were rendered to the Society. Instead, a 
list of cxpenditwc on works carried out was provided 
to the Society by MCD. Thus a balance of Rs. 76.47 
lakhs had been claimed by MCD. Reasons for the 
excess expenditure were not made available. The 
Society stated in January 1989 that the work-wise 



estimate had not been furnished by MCD despite 
repeated requests. Further, though MCD had agreed 
to undertake the work at a total cost of R . 64 lakh 
as deposit work yet the details have not been furnish­
ed by MCD. 

3.9 Artistes 

(i) Participation :-The number of artistes esti­
mated to participate were 4,000 ( 500 by the Society 
and 3,500 by the zonal centre. ). Ministry stated in 

ovember 1986 that 5,001 artistes participated in 
the fe tival and about 1.000 supporting c;taff were 
deployed for making arrangements for lodging, board­
ing, transportation and co-ordination. 

However, the zone-wise figure of the participants 
who attended the festival as stated by Mini-stry did 
not tally with ~he figures supplied by some of th'­
zonal centre to Audit. Ministry reported the total 
number of participants from three zonal centres as 
2,322 whereas the centres intimated the number as 
2,456. 

(ii) Payment to artistes :- gain t the budget 
provi ion of R . 9 lakhs, a . um of R . 18.20 lakhs 
was paid to th artistes invited by tile Society for 
special programmes. No norms for payment regard­
ing quantum of honorariumlfee payable to artistes 
participating in the festival were prescribcu by ~l.11~ 
Society. The p~rnent was made as demandert by 
them . which ranged from R . 500 to Rs. 50,000. 
Similarly, in the case of zonal centres, payments ~o 
arti tc were made at rate which differed from State 
to State and zone to zone. Audit came across insta­
nce of payments of more than Rs. 2,500 in cac;h to 
arti tes and prize winners in tead of by cheque. This 
wa in contravention of the decision of the Finance 
Committee. 

The Society attributed (January 1989) the excess 
In expenditure to inclu~ion of a .P!ogramme under the 
Caption Vishisht Mauch compn lllg of a number of 
sub-programme to which expos~acto approval of the 
Governing Body was accorded 111 January 1987. As 
regards the norm for payment of. honorarium, the' 
Society stated that payments to art1 t.es were mad~ 
after ascertaining the rate. of uch artistes from Delhi 
Doordarshan All India Radio. Indian Council for 
Cultural Rel~tions and other cultural bodies of State l 
Central Government. . However, the Society did not 
produce any r~cord in support thereof. The .Society 
further stated that payments had been made 111 cash 
since the authorities empowered tO sign the chegues 
could not be a. ked to be present on the spot tor sign­
ing the cheques as they were engaged on oth .r 1mror­
tant matters relating to the festival. 

o norms for payment of travel enti~le1-icnt to the 
participants were made. v n the entitlement. ~f the 
mod of conveyance: to be used by the yart1c1pant 
was not decided. The Society stated in J?ntiary 
1989 that tran<. 01tation wa provided to the 'lrtis.fec; 
after taking into account the dignity and the sta1~d1ng 
of the a1iistes. 

A total expenditure of Rs: I 0.32 lakh~ was incur­
red by the Society on hotel h1ils (R . 8.9) Jakhs) and 
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rdrd11ncnts (Rs. 1.37 lakhs) on the participr,nt 
again t the sanctioned estimates of R . 5 lakhs. The 
Society stated in January 1989 that expenses exceed­
ed mainly because of board and lodging of artist s 
for additional · programmes which were taken up 
sub cquently. Although the Society furnished list of 
artistes who bad been provided with food, the number 
of days for which food wa upplied to these artiste 
was not intimated. 

3. LO. Other financial irreg11larities 

(i) The Society was f01med hurriedly on 18th 
September 1986 to hold the festival in 
November 1986 resulting in non-obser­
vance of financial rules and procedures. 
The Society awarded seven works costing 
R . 22.97 lakhs (each work exceeding 
Rs. 1 lakh) without preparing the prelimi­
nary estimate and were awarded on the 
basis of limited ' ingle quotation. In the 
absence of preliminary estimates, it is not 
understood how the festival autboritie 
atisfied themselves about the reasonabk­

nes of the rates. Similarly, in 49 case , 
the works!purchases costiug Rs. 14.22 lakhs 
were got executed !madc from parties lindi­
viduals without quotations. 

The Society . tated in January 1989 that it was 
only on the basis of specialised work requir d and the 
past performance of groups selected that the S.ociety 
could assess the rea onablcncss of rates paid for these 
itc s of work. l o, due to shortage of time and 
non-availability of requisite material in Del~'. the 
choice of the concerned parties became very limited. 

(ii) Jn the case of four centre. , purchaseslen­
trustment of works worth Rs. 32.96 Jakhs 
a detail d below were made without fol­
lowing the prescribed procedure :--

C\!ntrcs 

Calcutta 
Nagpur 
Patiala 
Thanjavur 

Total 

(iii) 

(iv) 

(In !akh ~ or rupco ) 

2 . 55 

l l .42 

3.37 

15.<'2 

--------
32 . 91i 

------
The work of sound re-inforcement costing 
Rs. 1.77 lakhs was awarded to a firm with­
out obtaining tenders on the basis of a cer­
tificate of the Society that this was the only 
firm available and capable of executing a 
job of . pccialised nature. 

Th" Society procured grey cloth and got it 
uycd instead of purc~asing colom·cd cloth 
according to tht? requir ment and thus an 
amount · f Rs . 0.41 lakh spent on dyeing 
of cloth could have been avoided. The 
Society tatcd in January 1989 that .the 
weight and st ructurc of the cloth required 



. for banners, . etc. was based on specified 
-olour~ and tllal was not available in the 
market. The Society had to Lake raw 
Kh~di cloth and get it dyed a~ per pa:tcrn 
devised for the signage of the festival. 

( v) Dimapur centre paid Rs. 6.30 lakbs for 
food expenses in Delhi against admissible 
bill of Rs. 4.28 lakhs. This resulted in 
excess expenditure of Rs. 2.02 lakhs. Fur­
ther, payment of gifts to VIPs for Rs. 0.29 
lakh was not envisaged in the programme. 
Also, payment of dres: allowance of 
Rs. 0.30 lakh to 76 participants at Rs. 400 
each was not in order as hire charges of 
traditional dresses had been paid for sepa­
rately. 

(vi) Thanjavur centre did not provide in the 
catering agreement, a provision regulating 
paym.::nt on the basis of actual number Gf 
artistes fed. This resulted in excess pay­
ment of Rs. 1.19 lakhs in Delhi as the 
contractor was paid for 12,500 meals 
against 9.372 meals. 

(vii) Allahabad centre paid remuneration of 
Rs. 1.63 lakhs to four group 'leaders for 
di bursement of remuneration to artistes. 
Neither the stamped receipts were obtained 
from the~e group leaders nor the :.>tamped 
receipts for making payment to the ultimate 
payees were furnished by them. In 33 
cases, for which exoenditure. exceeded 
Rs. 0.25 lakh each, ex--post-facto sanction 
was not obtained. A sum of Rs. 2.65 lakhs 
was spent on purchase of blankets, durries, 
bed sheets and hold-alls for distribution 
amongst the participants as gifts for which 
no orders of the competent authority were 
produced by the zonal centre. 

(viii) Calcutta centre did not produce to Audit 
vouchers for Rs. 11.24 lakhs. Further, 
500 blankets, mattre se and pillows (cost 
not known) were purchased for distribu­
tion as gifts among t the participant'>. No 
record in re p ct of purchasc ldistributinn 
was made available. 

(ix) The Society paid Rs. 2.12 lakhs as remune­
ration to 28 co-ordinators who worked for 
the festival. The amount paid ranged from 
Rs. 1,500 to Rs. 20,000 per co-ordinator. 
The Society did not frame norms regarding 
the quantum of remuneration to the co­
ordinators. The Society stated in January 
1989 that remuneration of the co-on.lina­
tors was fixed on the basi of their compe­
tence and their experience in organising 
such a festival. 

( x) Vouchers in suppo11 of expenditure for 
Rs. 4.35 lakhs were not produced to Audit 
by Patiala centre. 

3 .11 Stores and stock 

The Society purchased stores worth Rs. 17 .82 lakhs 
wfiieh were not properly accountc<l for · in the stock 

648 C & AG/89- 3 

11 

registe_rs. Stores .wei:e issued .without inu..:nt ·. Prop~r 
re1.:ord~ of material issued for iabrkation e.g. ·flags, 
banners, etc. and balance material not consumed by 
the fabricating agencies were not maintained. Register 
of fixed as et was also not maintained. Stock entries 
were made only in respect of material ·!.,tore items 
which were avai!able at sites dnd in office ai'ter the 
festival was over. The Society allowed depreciation 
amounting to Rs. 5.23 lakhs (including therein depre­
ciation between 40 and 50 per cent on craft and 
handloom, tents and kanat , sarees, etc.) which was 
not in order. 

Physical verification of stock done in March 1987 
revealed shortage of items of stores like furniture, 
fixture, tents, kanats, office equipment, craft and 
handloom items, etc. amounting to Rs. 2.15 Jakhs. 
The Society has not fixed any responsibiHty for the 
shortagelloss. The Society stated, in January 1989, 
that items of stores had been damagedlconsumed 
during festival and as such the question of iixing the 
responsibility for the lo slshortage did not arise. 

Jn zonal centres, stores and stock registers were 
not maintained properly. Stores costing Rs. 1.89 lakhs, 
which were received back after di mantling temporary 
structures, were not accounted for in any stock regis­
ter of Patiala centre. Woollen blankets costing Rs. 0.13 
iakh were not entered in the stock register of Allaha­
bad centre. No physical verification of stores and 
stock was got done by any of the centres after the 
Fe tival was over. 

3 .12 Evaluation 

One of the main objectives of holding the festival 
was to create an awareness among the people of Delhi 
and its neighbouring areas about India's rich ana 
varied cultural heritage and to enhance cross-cultural 
communication. The Review Meetings of the Society 
held in November and December 19 86 felt that the 
Apna Utsav had achieved a great measure of success 
particularly in terms of evoking people's response. 
Ministry also stated, in April 1987, that the achieve­
ment of the festival had been significant. 

However, in the ab ence of independentJcxternal 
mechanism to evaluate the achievements and drawbacks 
of the festival, it was not cicar whether the festival 
achieved the desired objectives. Tt was also observed 
that the financial discipline to the extent necessary 
was not in evidence. 

The matter was reported to Ministry in Augu t 
1988; reply has not been received (January 1989). 

The Asiatic Society, Calcutta 

4. Infructuous expenditure on unrecognised M. Phil. 
course 

The Planning Board of the Asia1ic Society recom­
mended in May 1985 imparting a new orientation to 
the academic;: and research -programmes so that thes'< 



programmes together with diversified re5earcl1 projccl~ 
would enable the Society to acquire the ~ Latus of a 
"Deemed University ' in due course. 

As part of this programme, the Society started two 
M. Phil. courses of two years' duration on (i) Manus­
criptology and (ii) Oriental Studie5 with a total intake 
capacity of 10 scholars for each course. Against this 
capacity, 15 scholars including three foreign scholars 
were admitted in July 1985 (seven for pianuscriptology 
and eight for oriental studies) . The monthly stipends 
paid to the scholars were R s. 1000 and R s. 1500 for 
domestic and foreign scholars respectively. But the 
Society's proposal made in October 1985 to the Minis­
try to get the Society declared as a "Deemed Uni­
versity" so as to enable it to award the degrees was 
not agreed to by the Ministry in August 1986. No 
Indian university also agreed to recognise the M. Phil. 
courses of the Society, the proposal of Rabindra 
Bharati University, Calcutta, which agreed to permit 
the students to appear in its M. Phil. examination 
provided they got themselves admitted to the University 
as a •one time solution', was not found workab'e by 
the Society due to various difficultie.-; involved. As a 
result, the programme was abandoned after the first 
batch of scholars completed their courses in June 
1987 and a few of them were granted certificates of 
passing the course. Thus, a total sum of Rs. 7.61 lakhs 
spent on these cour es including R s. I .50 Jakhs relating 
to creation of infrastructural facilities proved to be 
infructuous. 

The Society stated in August 1988, tnat the courses 
of study were started after the sanction at the aopro­
priate level and the society tried its best to obtain 
the recognition for the courses from various universities 
nendinl! the recognition of the Society as a deemed 
nnivn.,ity which wac: exnected in the initial · tage. 
Mini~trv a1so endorsed (Sentember 1988) the views 
of the Society. However. the fact remains that em­
barkinl! on a nrol!ramme without ~ecuring academi~ 
reco1>11ition and its sub~eauent :ibandonment resulted 
in the infructuous exnenditure of Rs. 7.61 lakhs. 

Department of Education 

5. National Council of Educational Research and 
Training 

5. 1 T ntroduction 

L 

The National Council of Educational Research and 
Tr,,.ininl! fNCERT), a registered society was estab­
lished in 1961 with the object of assisting and advising 
the Central Government in the implementation of it:> 
nolicie<: and maior programmes in the field of educ:1-
tion particularly school educa~ion. 

5.2 Scope of Audit 

The audit of accounts of NCERT is c'onducted 
under Section '.!i)(l) of the Comptroller and Auditor 
General's (Duties, Powers and Conditions of Service) 
Act. 1971. Earlier, the reviews on ( i) Centrec: for 
Continuinl! Education and (ii) Deoartments of Publi­
cation, Policy, Resea rch , PJannini, P rogramrne'i and 

ccrtam other aspectt- of NCER i hdd been highlighted 
in the Reports of the Comptroller and Auditor General 
of India for the year 1985-86 and for the period 
ended 31st March 1987 respectively. The present re­
view covers the (i) Department of Measurement, 
Evaluation, Survey and Data Processing, and 
(ii) Workshop Department for the period 1983-84 to 
1987-88. 

5 .3 Organisational set up 

The Council consists of 59 members including the 
Minister for Human Resource Development as Presi­
dent. The Executive Committee which is the governing 
body of NCERT comprises of 17 members and 
manages the affairs and funds of NCERT. The 
Director of NCERT is the principal executive an ci 
academic officer responsible for the proper administra­
tion of its affairs. The head of each department 
conducts approved programmes within the annual 
budget allocations. 

5 4 Highlights 

NCERT had paid Rs. 399.05 lakhs during 
five years upto March 1988 as scholarships 
under the National Talent Search Scheme. 
Large number of the awardees had dropped 
out at various levels of studies ; NCERT 
had neither kept record of awardees who 
were successful in post-graduate studies nor 
undertaken periodical evaluation of the 
scheme to ascertain its impact as assured to 
the Public Accounts Committee in February 
1982. 

There was shortfall of 43 per cent in ex· 
penditure on training programmes for item 
writers during 1984-85 to 1987-88 and on 
deveJopmcntal programmes, it was 45 per 
cent 

l'lo system was evolved to watch the pro· 
gress on finalisation of the materials dcvc· 
loped in various workshops iseminars. In 
20 cases, material developed during work· 
shopslsem.inars betel from 1984-85 onwards 
was still not finally ready. 

During 1983-84 to 1987-88, the Workshop 
Department could execute only 14 to 41 
per cent of the total orders received for 
supply of primary science kit, meant for im· 
proving science education in schools. Delays 
in supply of science kit ranging from 1 to 
59 months were noticed. 

NCER r did not prepare profit and loss OC• 
count' for production of science kit and 
there was no way of verifying whether 
science Ii.it produced were actually on ~•no 
profit, no loss basis" as required. 

NCERT incurred loss of Rs. 2.25 Iakhs due 
to non-revision of price of primary '!cience 
kit during 1983-84 to 1987·88 despite in· 
crease in the co t of bought-out item , 



The Workshop Department did not conduct 
review of the optimum capaclty of the man­
power and machlnery and their actual nti· 
lisation ; under-utilisation of manpower in 
the production of science kit was noticed. 

Physical verification of stores bas not been 
conducted every year. No action was taken 
on the shortages jexcesses noticed durillg 
physical verifications conducted in 1978 
and1985. 

5.5 Finance a11d Accounts 

NCERT is mainly financed by grants from Govern­
ment of India. Separate allocations are made in respect 
of each of the departments in NCERT. Against the 
total budget estimates of Rs. 653.57 lakhs for 1984-85 
to 1987-88 in respect of Department of Measurement, 
Evaluation, Survey and Data Processing, the actual 
expenditure was Rs. 602.78 lakhs. In the case of 
Workshop, it was Rs. 155.29 lakhs against the total 
budget provision of R s. 162.84 lakhs for the above 
period . 

5 .6 Depart men! of Measure111ent, Evalar.tion, Survey 
and Data Processing 

The main functions of the Department of Measure­
ment, Evaluation, Survey and Data Processing are as 
under :~ -

(i) Development of innovative approaches and 
strategies for education evaluation; 

(ii) R esearch and developmental activities for 
examination reforms at all stages of school 
education; .. 

(iii) Conducting educational surveys to provide 
data base for educational planning; 

(iv) Organisation of the National Talent Search 
Examination and arrnnging programmes for 
nurturing talent; 

( v) Training tr resource persons and other key 
personnel in evaluation procedures and im­
provement of examinations; and 

(vi) Providing computer dala processing facilities 
for research, survey and other administrative 
purposes. 

(a) National Talent Search Sc/zeme.-Under the 
National talent Search Scheme started in 1964, 
NCERT gave financial assistan_ce for providing scholar­
ships to the talented students for pursuing higher 
studies after class X in basic sciences so that they 
could serve and contribute to scientific advancement 
of the country. From 1977, the scheme was ex tended 

to soical science (including commerce), tudies in 
medicine and engineering. The number of i,cholar:>hip 
awardees, which was 350 in 1964, wa~ raised to 750 
from the year 1983. While the scholarship in other 
subjects was given up to Ph.D. level, in engineering 
and medicine, it was given up to the second degree 
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level only. The total amount of scholarships paid 
during 1983-84 to 1987-88 was Rs. 399.05 lakhs. 

On test check of records of the Department, iL was 
noticed that a large number of National Ta .. ent Search 
(NTS) awardees dropped out at various levels of 
studies and very few did their Ph.D. or post graduation 
in engineering or medicine. NCERT kept no record 
of the awardees who were successful in Doctor of 
Philosophy (Ph.D.) , Master of Surgeryjdoctor of 
Medicine (MSjMD), Master of Business Administra­
tion (MBA) 'or Master of TechnologylMechanical 
Engineering (M. TechjME). Accordingly, 'the number 
of such successful awardees yearwise, was not available 
with NCERT. A study conducted by the Department 
into the causes of drop-outs among NTS awardees 
during 1967-76 found the drop out rate to be 'alarm­
ing', and only a fraction ,of talented scholars reached 
the level of Ph.D. It was further noticed that 95 to 
98 per cent of National Talent Search awardees for 
1977 to 1982 dropped out at various stages of their 
studies. Two to five per cent of the awardees were 
only admitted in Ph.D., MBA, MSIMD and ME1 
M.Tech. 

The Public Accounts Committee (PAC) in their 
48th Report (1980-81) (Seventh Lok Sabha) recom­
mended that NCERT should keep liaison with the 
National Committee on Science and Technology in so 
far as science subjects were concerneg so that the best 
talent could be attracted to areas where it may bt: 
most needed. PAC also recommended that "an evalua­
tion of the extended scheme may be undertaken, so 
as to ascertain the impact of the programme and how 
it could be made more effective". 

In the action taken note, Miatstry stated in February 
1982, inter alia, that NCERT W'£)Uld; 

get in touch with Scientific Advisory Com­
mittee to the Cabinet wirh a view to making 
best possible utilisalicm of the scientific 
talents; 

undertake periodical evaluation of the 
programme to ascertain its impact. 

According to NCERT (May 1988) the placement 
or utilisation of identified talent did not fall under the 
purview of the scheme. Ministry stated, in January 
1989, that the main reason f,or NTS awardees dropping 
out before completing their Ph.D., ME, M.Tech., 
MS! MD etc. was availability of good job oppo-rlunities 
after the Bachelor's degree itself. Ministry also stated 
that the response of the ex-a.v:irdec to advertisements 
a~ well as individual letters seqt to them at their last 
known addresses regarding th~1r employment\utilisa­
tion of talent was poor, and because of this as well 
as extension of the scheme to cover other disciplines 
(social sciences, engineering, medicine, etc.) with 
consequential decline in the percentage. of sLUdents 
in basic Science courses, Ministry took no action to 
approach Scientific Advisory Committee tt> the Cabi­
uet to develop a strategy for the utilisation of the 
sciehtific talent. 



(b) Programmes.-The Department of Measur~mt:nL, 
Evaluation, Survey and Data . Processing conducted a 
number of training programmes, workshops, seminars , 
etc. (i) for improvement of external examination fo r 
various State Education Board" (ii) to train papL.r 
setters in item writing for the question papers, ( iii) to 
develop sa mp;e questions, unit te t , tool for evalua­
tion. and (iv) for research projects, etc. A test check 
of the programmes taken up by NCERT during 
1984-85 to 1987-88 revealed the following:-

(i) Training programme~ - The Department 
made an annual provi ion and conducted 
four training programmes for improvement 
in external examinations of variou State 
Education Boards. As regards training pro­
grammes for item ~riters, only 28 training 
programmes were conducted during 1984-85 
to 1987-88 at a cost of R s. 7.77 lakhs again~t 
30 programme provided in the annual bud­
get estimates at an estimated cost of 
Rs. 13.65 lakhs re-ulting in shortfall of 43 
per cent in expenditure. 

NCERT stated, in September 1988, that wme of 
the training programmes had to be dropped because 
of transfer etc. of the conoe rned staff members with­
out replacement. 

(ii) De velopmental fJrogra11u11es.-During 
1984-85 to 1987-88, there wa. a budget 
pr0\1ision of R s. 16.39 lakhs for conducting 
43 developmental programmes. Out of 43 
programmes provided in th e budget e timat~s, 
only 33 were cond11cted at a cost of R s. 8.98 
lakhs resulting in hortfall of 10 programme­
with 45 per cent shortfa ll in expenditure. 

Ministry stated, in January 1989, that ~hortfa ll wa~ 
mainiy due to the fac t that the staff member responsi­
ble for these programmes Ind left CERT. 

(iii) Develop111ent of 11.aterial .-The maierial 
developed in the f::Jrm of que tilln wa 
used for augmenting the departnien tal ques­
tion bank; in other cases, the developed 
material was m ant to be cydoi;ty lcd or to 
be published in the form or book for distri­
bution among the StatL: agencies or for _ale. 
There was, how.!ver, no system with the 
Department to monitor various stages of 
development showing the programmes under­
taken , material develo1x!d and the present 
stage of development. A test check cf 30 
programmes taLn up by NCERT during 
1984-85 to 1987-g 8 revealed that in 20 
cases, material devdoped during workshop..; ! 
seminars conducted at a cost of Rs. 4.90 
lakhs was under vetting or finaiisa tion , 
awaiting printing, etc. (July i988). 

Minbtry stated , in January J 989, that in l'ulurc. 
monitoring registers would be mainta ined to show th e 
progrcs of di fferent projects at a glan e. 
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5. 7 Workshop Depart111e11t 

The Workshop Department (Workshop) was origi­
nally set up in 1964, with a view to study and asses 
teaching equipment in science availabie in the market, 
design, manufacture and try test designs of new teach­
ing equipment in sc.:hools and to introduce new de­
signs for manufactu re by industries for utilisatio•1 in 
schools. Later on, in 1970, the workshop took up 
batch production of kit on specific requests from the 
States and U ICEF. ln order to utilise its working 
capacity, the Wort... hop al o undertakes (i) repair 
and maintenance of vehicles, air-conditioners, cooler , 
miscellaneous gadgets of the campus, (ii) central 
purchase of eq uipment and furniture for the campus. 
(iii) centra l sto rage, and ( iv) stock verificatio.a and 
other related activities. 

(a) Production of scie11ce kit.-With the object of 
improvement of science education in schools, the 
Workshop had been prod ucing primary science kit and 
integrated science kit for use in the primary and 
middle schools respeclivdy. The science kits were 
supplied to the State Govcrnments jcducational in t~­
tutions against their demands. On 1st April, 1983, 
orders for supply of 1407 primary and 98 integrated 
science kits were pending with the Workshop. Du1ing 
1983-84 to 1987-88, orders for upply of 16,856 
primary and 873 integrated science kits were received 
and 13,014 primary and 242 integrated science ki ts 
were supplied . 

It was noticed that barring supplie of small num­
bers to individual institutions or even small supplies 
to the State Govern ments, science kit were supplied 
to the State Governments after a lapse of 1 to 59 
months. The kits supplied duiing a yea r against the 
supply orders ranged from 14 to 41 per cent in the 
case of primary science kit a n<l upto 12 per cenl in 
the ca c of integrated science kit. lt was also noticed 
that no annual targets for production of science kit~ 
were fixed. In the ab encc of annual targets, n•· com­
parison of Lhe production of science kit with targets 
was pos iblc. 

Ministry stated, in January 1989, that cousidc.;ring 
the existing non-commercial set-up of the departmen t 
and complicated procurement procedure, the average 
delivery time was not unrealistic. Ministry attlibuted 
the delays to non-availability of raw materials, back-
ing out of supplies by the suppliers, diversion o{ 
man ufactu red kits to meet other requirements and 
non-lifting of upplies in time bv some of the States 
like Bihar. 

(b) Pricillg of Science kit.-On the recom111enda­
tions of the Public ccounts Committee (Seventh Lok 
Sabha-1980-8 l) in their 48th Report, Ministry 
constituted a Task Force to critically assess the role ' 
pctformed ' by CERT in terms of its objectives. The 
T ask Force in its report, recommended, inter alia, 
that mass production and supply of science kits 
should not be NCERT's function . A separate organi­
sa tion should take over this responsibility and the 
existing functions of designing and development of 
scien equipment · ..; J10uld be cntr.u tee! to · th~~ Dep:ui­
mcnt ·of ducati n in i n · e ·and · Matbematfos. 



Ministry <lid not accept the recommendations of 
the Task Force (June 1985) except that the pro­
duction and supply of science kit would b~ on 'no 
profit, no loss' basis. NCERT, however, did not 
prepare any profit and loss account for the Work­
shop. It could not, therefore, be ensured whether 
science kits were produced and supplied on 'no profit, 
no loss' basis. 

Ministry stated, in January 1989, that action hact 
been initiated to prepare profit and loss account from 
tpe year 1988-89 onwards. 

The primary science kit consisted of 78 items out 
of which 65 were purchased from the marke~ and 
remainincr 13 were manufactured or assembled m the 
Workshop. The price of primary science kit fixed in 
october 1980 at Rs. 230 per kit was revis~d to 
R s. 300 from April 1984 to March 1988. 

Althoucrh the cost of salary of Workshop staff had 
gradually 
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increased from R s. 15.47 !ak~s in ~984-85 
to Rs. 29.48 lakhs in 1987-88, resulting man increase 
of 9 l, per cent, and the cost of primary science ~it 
items purchased directly fr?m the I~rnrket h~d 111-
crcased from Rs. l 19.81 (m the pnce effective from 
April 1984 to Rs. 156.38 (in Novemb_er 198~), no 
revision of the price of primary science kit was 

effected. 

During 1983-84 to ~987-88,. the st.or~ secdon of 
the Workshop issued primary science kit items valued 
at Rs. 14.47 iakhs (items purchased at old rates 
valued at Rs. 6.70 lakhs and those purchased at 
higher rates corresponding to November 19~~ rates 
valued at R s. 7.77 lakhs). Due to non-revisrnn of 
price of piimary science kit, the Workshop had so far 
(March l988), suite.red a loss of !ls. 1.91. lakhs by 
way of difference in the cost of pnmary science kit 
items purchased at higher rates and charged at the 
old rates. In addition, the Workshop had to bear 
Rs. 0.34 lakh as overhead charges. 

Ministry stated, in January 1989, that the price 
revision of kit was done every four years and that 
NCERT earned substantial amounts of interest on ad­
vance payments received from the State Governments 
as well as security and earnest money depositerJ by 
the suppliers. 

(c) Purdwse of kit boxes.-The Workshop h;1d 
capacity to manufocture 600 kit boxes per month or 
7200 boxes per annum with 15 fine mechanic:; / 
mechanics and th rec attendants. With the available 
strength of two fine mechanics, six ;nechani~. and 
two attendants, the Workshop was m a pos1t1011 lo 
manufacture atlcast 3,600 boxes per annum. In 
August l 986, the Workshop decid~d to P.rocure 
13,000 kit boxes from the market with the object of 
quick execution of the then pending order of nearly 
13.000 kits. Accordingly, the Workshop placed a;1 
order for supply of 13,000 kit boxes in January 
1987 on a private firm at the rate of Rs. 59.90 per 
box to be completed by March 1987. However, the 
firm supplied only 3182 kit boxes at a cost of 
Rs. 1.90 Jakhs up to May 1987. The Workshop manu­
factured 3,000 kit boxes durir:11 19n-88. However. 
th \V<;)rb;hop. 'mild supply" only · 3;30~i'- 'k.it' ·, .b.u>.es 
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during the year and. even out of 3, 182 kit boxes 
purchased from the private firm, 1,182 kit boxes were 
lying in store (Ma1ch 1988). Thus the purpose of 
purchasing kit boxes from the private firm was not 
served although the order was placed to fulfill the 
pending order of nearly l 3,000 kits. 

Ministry stated, in January 1989, that the sheet 
metal fioor was busy in the first quarter of 1988 in 
the design and manufacture of sheet metal kit boxes 
for the lndo-FRG Project and other work. However, 
a · mentioned above, the decision to purcha&e kit 
boxes from the private sources had been taken much 
earlier in August 1986. 

(d) No11-preparation of co11swnption account of 
raw 111aterial.-Mild steel sheets (73.38 tonnes) 
valued at Rs. 4.98 lakhs were issued during 1982 and 
J 986 for production of science kit boxes. The work­
shop kept no account of the sheet metal used in the 
production of .xit11i:e kit boxes, quantity rendered 
waste as cut pieces and quantity still lying with the 
Workshop. The account regarding the number of kit 
boxes produced from time to time and issued to des­
patch branch was also not maintaine9. Thus, the 
actual quantity of mild steel sheet used in the pro­
duction of science kit boxes could not be ascert;iined. 

Ministry stated, in January 1989, that 73.38 tonnes 
of mild steel were issued from the store during June 
1982 to November 1986 in different instalments for 
production of 12,700 primary science kit boxes plus 
other small sheet metal components. The wastage was 
nearly 3.5 per cent by utilisation of bigger scrap 
pieces in the manufacture of tiny sheet metal items 
and out of the tota! quantity, 102 kgs. of 5heet were 
lying in the sheet metal shop for day to day use. 

(c) Utilisation of staff a11d machinery.-NCERT 
did not fix the annual targets of production for the 
Workshop. The number of kits produc'ed by the 
Workshop ranged from 415 (1983-84) to 3402 
( 1987-88) . The Finance Committee of NCERT, in 
its meeting held in November 1986, directed that a 
review should be conducted to examine whether the 
facilities available in Workshop--both staff and machi­
nei·y-were being utilised to the optimum capacity. 
NCERT stated in March 1988 that a R eview Com­
mittee was yet to be appointed. An exercise done by 
NCERT showed that against salary of Rs. 37.45 
lakhs exclusively charged for production work, 
during 1983-84 to 1987-88, the amount of direct 
labour and overheads charged to kits despatched 
worked out to Rs. 14.58 lakhs (39 per cent). 

Ministry stated in January l 989 that balance salary 
chargeable could not be said to be unproductiYe as 
labour was put to use even on those items of kits 
which were produced and kits could not be assembled 
even for want of one part. This was not tenable since 
such carry over of items under production from one 
year to next year would always be there and their 
value would be taken care of, in the following year. 

No log books in respect of each .of 90 odd 
m:.i chines va luing at · R s, ~ 9 .• '39 l:t · p ~· indicating hours 
of ,)pcrarl6n were maintained, hus, the utilisation 



of tbe working capacity of the machines installed 
coald not be verified in Audit. 

Ministry stated in January 1989 that the observa­
tion had been noted for future guidance. 

5 .8 Physical W}rification of .\tores 

Physical verification of stores i:; requireo lo oi.; 
conducted every year. The physical verification of 
dead-stock items taken up in August 1978 was com­
pleted in May 1980. Apart from the discrepancies 
noticed, the .I_lhysical Verification Committee, mter 
aLia, observed that stock !'egisters (twenty in number) 
maiI1tained by different departml?nts, were not properly 
maintaineg in as much as {i) proper descnption of 
iurniture items was not given, and (ii) ' i:cceipt rand 
issue entries w~re not countersigne1l by the proper 
authorities. No action was, however, taken to fix 
the responsioility for the shortages notice<l bv the 
Physical Verification Committe~. 

From 1978, the store and stock account of dead­
stock items was ent~usted to Workshop. A physical 
verification of dead-stock items was again taken up 1h 
J.une 1985 and was completed in March 1986. Physi­
cal verification of other assets (equipment and appa­
ratus, plant and machinery) was not conducted in 
1985. 1t was observed by the secontl Physical Veri­
fication Committee that the book balances as per old 
stock registers (twenty in number) for dead-stock 
items purchased upto 1978 by different departments 
of National Institute of Education had not been 
transferred to the new stock registers opened in 1978. 
These dead-stock items, as per old twenty stock 
registers, had not been taken in stock (April 1988) 
even after 10 years. No action was taken (April 1988) 
to investigate the shortages m1d to take on charge the 
items found surplus. 

Ministry stated, in January 1989, that purchases 
had been c ntralised from .A.ugust 1985 and were 
being done by the Workshop Department and steps 
had been taken lo reconcile the discrepancie . 

University of Delhi 

6. lnfructuous expenditure on the staff deployed in 

V allabb bhai Patel Chest Institute 

The Vallabhbhai Patel Chest Institute has net 
conducted annual phy!)ical verification of stores since 
its e tablishment in January 1953. In order to con­
duct physical verificatiun, the Institute crea~ed and 
filled up a regular post of Stock Verifier in :March 
1979 and one post of Sectio.a Oificer from June 1 %2 
to April 19'84 on au aci-hoc basis. The Institute 
also constituted a Stock Verification Cell in June 
1982, comprising one stock verifier, one A.A.O., two 
senior assistants and a peon. The Cell was required 
to achieve the - target within the minimum possible 
time as per min_utes of the meeting held in J unc 1982. 

It was noticed that the Stock Verification Ce.!l 
was not givrn ~ny tim bound programme nor was 
it required to submit perwdical reports to i\SSess its 
performance from time to time. The Cell has not 
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conducted physical verification of stores ~o far 
(December 1987) even though a period of more than 
eight years had expired since the creation of the post 
of stock verifier and more than five yrars since the 
constitution of the Stock Verification Cell. The post 
of Section Officer was abolished in April 1984 but 
all other posts of the Cell were effective upto 
November 198.7. 

On enquiry by Audit, the Institute int imated 
that the physic~l verification of stores could not be 
conducted due to the following reasons :-

(i) Old registers for the period 1953 to September 
1958 were not available, (ii) the loose ledger cards 
introducted from September 1958 to March 1963 and 
bou~d ledgers maintained thereafter contained entries 
of receipts only, while the eqtries of 'issues wt1c 
missing in most of the cases as the Departmental 
indents and issue slips had not been posted therein for 
a long time. an~ (iii) the departmental stock regi ters 
were not being maintained. 

In the absence of the above details, the ground 
balance of store items at the year end and progrcs~ivc 
balances from year to year coul4 not be worked out 
as a result of which the physical verification of store 
could not .be conducted. Thus, e.ven ofter incurring 
an expenditure of Rs. 1.60 lakhs on the above post 
crea!ed specifically for physical verification of ~tores, 
the work cou1d not be completed. 

The Ministry, in September 1988, cntlor~ cd tlJc 
views of the Institute. 

7. Delay in construction of Science Block of Miranda 
House and its non-utilisation 

A mention was made in sub-para 10.3 of pnra­
graph 66 of the Report of the Comptroller and 
Auditor General of India for the y~ar 1981-82 Union 
Government (Civil) about non-completion of work on 
'Laboratory for Chemistry and Physics (I-lonuurs 
class) Miranda House:' 

The University of Delhi sent, in Augu~ t 1973, to 
the University Grants CominJssion (UGC), the plans 
and estimates of Rs. 8.4 l lakhs for ::onstruction of 
Science Block in Iiranda House. Re ised estimates 
for Rs. 9'.79 lakhs were sent to UGC. The UGC in 
consultation with the Central Public Works Depart­
ment, approv·~d the estimates in July 1974 for 
Rs. 8.62 lakhs and conveyed its administrative and 
tc:cl nic:al sanction in January 1975 stating, intC'r alia, 
that the assistance in this regard would be on 100 
per cent basis. 

The construction work could not commence timely 
due to delay in takinJ deci~ion !:Jy the U1Jiver~ity 

about the construction and supervisory agencies. 
Tn April 1976, the University requested the UGC to 
revise the sanction to Rs. 10.55 lakhs due to 
c 'calation in cost. In November 1978, the UGC 
approved the revised estimates. 

The University invited tenders in December 1978 
and the work was awarded to a contractor in March 
1979 at the tendered cost of Rs. 8.35 lakhs. s 



per agreement, the wcrk was to be completed within 
10 months. When the work for the (utal value of 
Rs. 1.84 lakhs was completed for which a payment 
of Rs. 1.83 lakhs was made to the contractor, the 
contractor sought extension of time for eight mr·nths 
which ·was not agreed to by the University. The con­
tractor abandoned the work in February 1980. The 
University ultimately rescinded the contract in May 
1983. 

The work was awarded to another contractor for 
completing the same in eight months i.e. by August 
1984. Extension upto October 1985 was also given 
to the contractor. 

Meanwhile, the University filed a claim of 
Rs. 10.54 lakhs again~t the previous contractor for 
not completing the work and extra~e'Cpenditure incur­
red for getting the work done through another con­
tractor. This was not accepted by him. In Sep '.em­
ber 1984, the dispute was referred to arbitration. 
Jn May 1988, the arbitrator rejected the claim as 
heing time barred and held the University responsible 
for escalation of cost, as timely action was not taY.en 
by 1the University in rescinding the contract r.nd filing 
of the claim thereon. · 

In October 1933, the UGC approved the total 
estimates of Rs. 2~.55 Iakhs for the li!ock a!!a inst 
which it released funds of Rs. 22.43 Jakhs from 
August 1980 to March 1988. The University repor­
ted in November 1987 that the building was com­
pleted but the collee:e was not t:ikin~ ever the 
building for war~.t of furniture. 

ln July 1985, the Unjversity sent to the UGC an 
estimate of cost of furniture amounting to Rs. 5.62 
lakbs. This was not accepted by the_ UGC. lo 
April 1987, the estimates of Rs. 10.04 Iakhs for the 
furniture and equipment was sent to the UGC. 
R s. 7.50 lakhs were released by the UGC in Amrnst 
and November 1987. This amount has not. so f:.ir. 
been utilised. 1 he University stated in Julv 1988 
that the furniture was expected to be procured in 
another three months' time. 

Jn July 1988, the University stated that it wa<: a 
technical building ; provision of laboratory fumitnre 
and equipment could he made onl r after the hui,ld­
ing was completed. The Ministry at~o stafl'd in 
September 1988 that the laboratorv buildin~ nad tn 
be planned in minute details accordin!! tn the l"t"'ct 
requirement of science courses and number of .:t11-
dents, etc. 

To sum up, i1J1t>roper olanni11g and delav in tii1rln<r 
decisions at appropriate time by the Univer~itv resul­
ted in escalation 0f t~e cost bv R s. 13 .93 Iakhs and 
delav in completion of work by 15 years. Tlie 
existing 'Universitv laboratorv complex be6n!! m:Po 
by the Miranda House was also to be utilised for 
running computer course!': . Due to inordinate delav 
in completion of the buildit1g, the University was 
deprived of the use of its laboratory for holding its 
computer courses. 
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Indian J115titut.c 0£ Technology, Kbaragpur 

8. Loss on recovery of electricity ch<!rge6 

The Indian Imtitute of Technology, Kharagpur 
purchases electricity in bulk from West Bengal State 
Electricity Board for its own use as also for use o[ 
individuals and private parties (including commer:ial 
consumers) residing in it:> campus. Electricity con­
sumed in staff residential buildings as well as in 
buildings rented to banks, post office, market tall­
holders etc. is supplied by the lnstitute from its own 
sub-station through inner distribution Ji11es and con­
sumption is recorded in meters supplied to individual 
consumers. 

The Board of Governors of the Institu te decided 
in December 1977 that electricity charges should be 
realised from individual consumers on 'no profit, no 
loss' basis. The rate per unit of electricity for pri­
vate cdnsumption was fixed by the Institute at 36 
paise from February 1978 on the lnlsis of paymelit 
made by it to State Electricity Board in March 1977. 
This rate was increased to 31'.' paise from 15th May 
1982 on ad-hoc b?..sis when the market rate of elec­
tricity for domestic consumption supplied by Electri­
city Board to wneral public was 48 paise per unit 
excluding Government duty from June 1978. The 
Institute did not have a separate rate for commer­
cial consumption. When the matter was brought to 
the notice of the Institute bv Audit in August 1987; 
it had raised the rate per tmit to 50 paise for non­
commercial consumption and fixed a separate rate of 
65 poaise per unit for commercial consumption from 
1st November 1987 which were still lower than not 
only the purchase rate but al o the marke! rate<> 
(52 paise upto 75 units and 60 paise exceeding 75 
units for domestic consumption and 75 paise upto 
100 units and 85 paise exceeding 100 units for com­
mercial consumption e~cluding -Government dutv in 
both the cases). 

During 1the last four years ending 1986-87 (figures 
for which were available), electricity charn:es at the 
rate of 38 paise per unit amountinl! to Rs. 20 23 
hlchs were realised by the Institute for consumption 
of 53.25 lakhs units bv individual consumers against 
-·">Vment of Rs. 36.21 lakhs on this account to Stale 
Plectrcity Board calculated at the rntc of 68 naise 
ner unit of consumntion exclndinl! the demand charge 
for high tension line. ~ · 

The Institute thus sustained a loss of Rs. l 5.9R 
'"'khc; in a period or four vears in the distribution of 
"lectricity, an operation intended to be on 'no nrofit 
no loss• basis. The position of loss after 1986-87 
could not be ascertained due to non-availability of 
fomres. Had the rates been reviewed to synchron1.:e 
the charge collected from the consumers with tti~ 
~~ar~e naid to Eiectricitv Board. the loss coulrl h:;ive 
heen minimised. No action had heen t::iken bv thP­
T nc;titute to raise supplemen!iarv bills against its con­
<>umers thou~h rates fixed earlier were on ad-hoc 
basis. 

The Institute <;tate<l in A u!mst 198~ that if the 
cumpus residents could have been served directly bv 
the Electricity' Board, the char£eable rat~ woµld have 

• 
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been much lower than the average rate paid by the 
In)litute as a bulk consumer. The Miuist 1 y rndo r~l'd 
in August 1988 the views of •he lnstit11te. ~ 

However, the fact ~emains that had the lnstitutc 
charged at least tbe same rate5 t1f the Stair Elc:ctricit v 
Board as applicable to general public from time to 
time, the loss could have been minimised. 

9. lnfructuous expenditure on the purchase of equip­
ment 

The Indian Institute of Technology. Kharagpur , 
imported in June l 978 one small angle X-ray Krc>. !ky 
camera system with accessories from a foreign lirm 
for it Physics and Metere(1:0.gy department at a co ·t 
of R s. 1.70 lakhs for higher training and researc11 
work. 

The Institute al5o ·pent (November I 978) Rs. 0.19 
lakh on payment of 90 per cent advance cf the 
installation charges to :i Calcurta-ba~rcl ti 1m being the 
lndian agent of the supplier. rhe firm took up the 
work of installation in fetrnary ) 979 , but kft it 
incomplete in "May 1981. The equipmen t h a<; nol 
been instaiUed sa far ( Au!lu-il L 938) . Th11s. the 
expenditure of R~ . l .89 lakh< incun:.ed c:;o far by 
the Institute has been rendc.-ed infructuous nnd tl1e 
purpose for which it wa'.> prucurecl has also \1l' en 
frustrated. The Tn ~t i tut e h a~ f~.iled t•' take an y 
action though legel advice was ohrained in Dre m­
bcr I 982 frorr . the Tn th1te's S0licitor. 

Ministry stated i:1 Augu t 1988 that the 1 n~titut 
had not yet exhat!stccl all the po~s ibilitie s of hc1vin!!, 
the equipment iHstalled to make it · operational. 1t 
wa further stated that the Jmtitule \\ as contcmplat­
ir:l! to take legal action a1dnst tho." suppfr: t since 
in tallation wns a part of the ~nntr :1 ct. 

Aligarh Muslim Univcrsity jBanaras Hindu University 

10. Re-m;ientation of Medical Education Scheme 
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With a view to exposing m~.lica : -s tud nts and 
faculty members to the rural e: n' in•n inent and 11> 

upgrade the quality of health care . avices in the 
rural and periphe.ral area by providing meaningful 
referral service : tern linking the remote t peripheral 
health units to the medical c0ll e~e o; a:; well as with 
clhrjct ta luk 'tah il hospitals and the Primary Health 
Centres '(PHCs), a Centrally~sponsored ' chemc 
known as 'Re ·oricntation of Medic:a! Education 
(ROME)' w,:s launched in 1977. 

l n the first oh~Sl'. three communitv Dev lopmen' 
block IPHCs in the di trict were to be initially covered 
an.J thereafter total health care was k: be extended 

<• th~ entire di trict in a pha. ed manner over a · r ricd 
of three to five yea rs. 

The scheme (first phase) at Varana'>i was launched 
in July 1978 and at Aligarh in 1981-82 to be managed 
hv the Institute of Medical Sc'itnces. Banaras Hin:iu 

niversitv (BHU'\ Varana. i and Jawahar Lal Nehru 
1f"eclical· Col~ege, Aligarh Muslim Un iversity (!\MU), 

A li£arh resprr:tively. · 

.13 the end of 1982-83, DH an<l MU r · ~ived 
tot ed •tant of Tb. 16.0.+ Jakli ~ ca h ·lroni .: ntral 
Government. 

At BHU and AMU till the end .:i t J\larch I % 7 
on ly Rs. 9.63 Jakh and R s. 4 . 13 lakh5 r.::spcctive ly 
could be spe!1t out of non-rrcurrinf! gr-a nt of 
R~ . 14.75 lakhs received by each one of them. 

At BHU, grants of R s. 1.26 lakh~ for sem;nar 
r.uorn and Rs. 1.08 Jakhs for addition to PHC opera­
L1on theatre could not be utili ::I at a ll. The cons­
truction of hostd-cum-scmina:· room and a mot...ir 
garage at one of the 1PHCs remained incomplete. 
Construction of. residential building was taken up in 
two PHCs and 1t could not be done a~ the third PHC 
clue to problem of tra n·~fcr of land. 

At AMU, the implementation of the sch ~mc starieJ 
from June 1983 only atter difkrcnces with the State 
Government regarding the selection of three PHC 
for the. purpose were sorted out. The pace of impJe .. 
mcntal!on of the scheme did not pick 11p even 
thereafter. Constn:ct ion of resident 1al building wa 
taken up at one PRC only as land at otl1cr PHCs 
was not available. Out of the prop-'Jsed three oaraoe 
for mobile clinics, only one had been con s t ru~tect° at 
the PHC and the other two at the college premisr.s 
in AMU. 

Pro.vi ion .:if recurr!ng expenclitur.! of R . 1.29 Jakhs 
also mcluded operation of the po t G( one l'!cturer 
which was not filled up (March J 987) at BHU with 
the re ult that the programme suffered in its coordi­
naf.J n and implementation. Again t the recurrin~ 
grant of Rs. 1.29 lakhs received ~luring l 981-82 
AMU utilised Rs. 0.45 lakh Je?.vlng -an un peJl't 
balance of Rs. 0.84 lakh. From the year 1986-87 
~rant for the scheme was mad" part of tl1e block 
grant. 

Although the scheme envisaged the medical colleges 
to cater to the total health care of the entire & ;1rict 
in which the medical colleges are J.'.'cated, within ~ 
period of three to five vears. the medical colleges 
had so far (March J 987) confined their :.ic ti\' ities .. to 
the three PHCs which were taken' up at the h• ninnii10 
o f the scheme. "' .... 

To intensify rural health ca r~ tinder ouiclancc an<! 
e perri ' e of medical foc ultv. 13H and,.., AMlf wer .: 
allotted three mob.I r clinics b G')v rnmcnt of India. 
At BHU. thes~ vehicl e~ w Nr:: u~<!d for makincr vi ils 
once in a week at thr.:- Prirnarv Health Cen'~cs till 
the end of Janu_arv I Q82 and thereafter kept out of 
u-;c a these. belllg wi I ~ bodied . were not found suit. 
ahle for use in rural nreas. BHTJ . t'.lt cri th at Lin<ier· 
utili sation of ni.'Jbilc cl;nics wac:; dne to lack of repai1 
and spare facilities. This also effect ed the exoansior 
nf arr;:i of service ' a~ originallv cn visair~d . Tn nl 
<194 vi its were made bv these vehicle~ given' to AMl 
I . J r nr•n g anuary 1983 to March 1987 (vcarly ·1vcrao1 
189) . • L <.-; 

Tfrus. · there had been a s1ow proirre~s · in ·implcrnen 
1111inn of 1hr ~rhrmr . 



The matter was reported to Ministry in Augi1 t 
1988 ; reply has n'ot been received (January 1 <789). 

Ministry of Surface Transport 
(Ports Wing) 

Bombay Port Trust 

11. Extra expenditure on mooring launches 

An order for construction, supply and delivery ol 
four mooring launches was placed in February 1983 
by Bombay Port Trust (BP'D on a Mangalore based 
firm a t a t·:ital cost of Rs. 31.96 lakts. Three moor­
ing launches 'Sonali', 'Shraddha' and 'Sunita' were 
deiivered in April 1985. while the launch 'Shaila' was 
delivered in July 1.986. These launches were titted 
with mechanical gear boxes despite the· fact that the old 
mooring launches used in the port were fitted with 
hyd raulic gear boxes. During operations, ir was 
n'ofccd in October 1985 that the launches were not 
working satisfact.~rily due fo fitment of mechanical 
gear boxes. It wa<; also stated that durin~ opera­
tions within the confined dock basins of the Bombay 
Port, the clutch plates in the mechanical gear boxes 
tend to wea r quickly due to frequent reversals. BPT 
decided in· January 1986 to replace th e mechanical 
gear boxes with hydraulic gear boxes at an estimated 
co~t of Rs. 7.72 lakhs. 

The mechanical gear boxes were replaced by 
hyd raulic gear boxes in the followin g months. 

(i) Launch 'Shiaddha'-May 1987. 

(ii) Launch 'Sunita'-January 1988. 

(iii) Launch 'Sonali'-February 1988. 

Th-: mechanical gear boxes costing R s. 2.60 !akh 
were lyin'g unused in the Central Stores D ep.:it 
(August 1988). Tli~ Port Trust ~ tated 1hat these 
mechanical gear boxes will be made use of as spares 
for other launches. Ho\vever. though these mechani·· 
cal gear boxes have been removed from three launches 
du ring May 1987, January and February 1988, they 
have not as yet been issued for use as ~pares fr1r any 
o ther launches (October 1988). 

It was stated t:rn t the first three Jaunche~, u11til they 
were fitted with hydraulic gear boxes, were used only 
when any of the wooden launches broke dciwn and 
their use was minimal. It was also stated that the 
three launches are now in use, after they w~re fitted 
with hydraulic gear boxes. The fourth lallnch i.e. 
'Shaila'. has n'ot yet been put to use (0cto1,er 19R8 ). 

IF the Port Trust had assessed it ~ requirement pro­
per!\- and placed orders for the launches fitted with 
hydraulic 2ear boxes initially, the extra expenditur~ 
of R s. 2.60 Jakhs being the cost of the n!eehanical 
gear boxes which had to be replaced. w-'.'l uld have 
been avoided. Besides. the launches. which co~t 
R s. 31.96 lakhs and on which a further cxnenditure 
of R s. 7.72 lakhs was inc:mec! on fi xi n ~ hvdraulic 
near hexes would have been avaHahlc fnr the Por' 
for use as mooring launches. instead of being m:1<,tJy 

idle for a period of two to three years. 
648 C & AG/89- 4 
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The matter wa:; reported to Ministry in September 
198~; reply has not been received (December 1988). 

12. lnfructu.ous er.penditure on construction of lift 
shafts 

Bombay Port Trust (BPT) proposed in May 1978 
for installation of two goods lifts of two tonnes capa­
city at each of the shed Nos. 7 18 and 12 in Indira 
Dock. While considering the prop0sal, it was 
observed in October 1981 that while all the three 
Etructures had outlived their estimated life of 40 years, 
(constructed in 191 7-18), the goods lifts proposed 
to be installed had an estimated life of 20 vears. 
However, as the sheds were expected to be in useable 
co11dition for another 8 to 12 :years and as was no 
proposal to demolish these sheds in the near future, 
the proposal was approved by the Board in December 
1981. 

A fter inviting tenders, the civil work of construe­
tion of RCC lift shafts was awarded to a contractor 
in D ecember 1982. The work was C·::>mpleted bet­
ween December 1982 and February 1984 at a cost 
of R s. 10.19 lakhs. No action was taken' for procure­
ment and installation of lifts as the fi rst and second 
floors of the shed No. 12 were decommissioned in 
October 1986 and on a review conducted in Novem­
ber 1986 the shed Nos. 7 18 were earmarked for 
demolition. 

Thus, the expenditure of R s. 10 .19 lakhs on cons­
truction of RCC lift shafts etc., remained infructuous .. 

Ministry stated, in October 1988. that the expendi­
ture incurred on civil works has become 'unfruitful' 
as the sheds were found to be in' a condition whicb 
was not conducive to safe operational use of the 
structures. 

13. Unauthori ed !'ubJetting of leasehold premises by 
the lessee 

Bombay Port Tru<>t (BPT) leased twc plots of 
land admeasuring 34.889 square metres to a firm 'A' 
for fifty years in 1940 and 1942 under n lease deed 
for use as an 011 mill with onkers' quarters, ware­
houses and '>hops in connection with the le~:sce's 
business. By a subsequent deed (March 1970) firm 
'A' a<;si~ed ~oth the plots to a firm 'B', and a-; such 

fi rm 'B' became the lessee of BPT. ' 

The lessee requested BPT i November 1980 to 
nermit them to sublet to a firm 'C', a portion of the 
lea<;ehold premises admeasurin~ 1157 square metres 
which was stated to be surplus to their immediate 
needs. 111e lessee offered to pay. additionally 20 
ner cent of the rent which was recoverable from 
firm 'C'. Pendin~ the grant nf permission to the 
le<see to sublet a portion of the premi~es to 'C'. 
BPT noticed in January 1982 that the lessee had 
alreadv suhlet a· Portion of the nremises at the rate 
of Rs. 3 lakhs per annum from March 1981 , though 
th e le~see wa<; orohibited from using the premises 
otherwise than for the puroose;:- aporoved by the 
Board of Trustee<;. Though BPT decided in Janu­
ary 1983 to reject the request of the lessee and als,, 



to issue a notice for t~rmination of their lea, e for 
breach of the terms and conditions of the lease, a 
notice was issued only in February 1984. The 
notice. inter alia, directed the lessee to remedy the 
breach of the terms and conditions of the lease deed 
within a• period of six months. 

In reply to the notic~, tbl! lessee intimated in 
August 1984 that they had remedied the breach by 
terminating the warchousinQ' arrangements with firm 
'C' and therefore requested for withdrawal of the 
notice. BPT apprcved in March 1986 unconditi"n­
nl withdrawal of the notice issued to the lessee. BPT 
further approved in December 1986 to recover 
Rs. 2.55 lakhs as additiQnal lease rent from the 
le~see the amount being 20 per cent of the tntal 
rent ~f Rs. 12.75 lakhs received bv the lessee from 
firm 'O for the oeriod from 1st March 1981 to 15th 
August 1984. a~ offered bv them while mn king the 
request tor subletting the premises. In addition. a 
penalty of Rs. 0.10 lakh was also levied for the 
breach committed by the lessee. BPT however, in­
timated in October 1987 that the lessee had no t 
agreed to pay the additional lease rent and penalty 
imposed on them. 

Thus, subletting a portion of the leased land by 
the lessee to firm 'C' durinl! March 1981 to August 
1984 was unauthorh;cd, as there was no provi<-ion in 
the lease deed to sublet the land leased to tbe lessee. 

BPT admitted- in August 1988 that the lease deed 
was terminable in the event of any breach of the lease 
covenant by the lessee. However, this was not done. 
Thouoh the Jessee obtained :i benefit of Rs. 12.75 

lakhs "'BPT had approved the recovery of only 
Rs. 2.55 Jakhs towards rent and Rs. 0.10 lakh by 
way of penalty. 

Ministry stated, in December 1988. that BPT has 
decided to refer the matter to a counsel throug-11 the 
solicitors of Bombay Port to explore the possibility 
of taking legal recourse of getting the ma'l'.imum 
benefit out of Rs. 12.75 lakhs. 

Calcutta Port Trust 

14. Stores and materials manaf!ement in Ca!cuttn 
dock system 

14.1 Introduction 

Calcutta Dock System maintains a central store~ 
including five separate store depots outside the central 
campus under the stores department. 

The materials dealt with are divide.cl in o 21 
groups. The value of current assets in the shape of 
stores and materials upto March 1988 stood at R s. 12 
crores. 

14.2 Scope of Audit 

A review of the systems and procedures followed 
by the stores department in the . area. o.f. m~t~ri." 1~ 
m~nal!ement as well as other related activities during 
1982-83 to 1987-88 was conducted and the results 
thereof are gjven in the succeeding paragraphs. 
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14.3 Organisational s~t up 

The stores department is under the general super­
vision of the Controller of Stores assisted by one 
Senior r1~puty Controller and five Deputy Control­
lers. 

Accounting, mternal audit of thG stores transa~­
tions and physical verification of stores are vested m 
the Financial Adviser and Chief Accounts Officer 
(F A&CAO) of Calcutta Port Trust (CPT). 

14.4 Highlights 

The Stores Manual regulating the main 
activities of the stores department has not 
been up-dated keeping in view the changes 
that were required since October 1960. 
There were deficiencies in indenting proce· 
dures and processing the indents. 

Though oon~stock items were not to be 
stored, stores ledger upto March 1987 indi­
cated heavy balance of Rs. 105.18 lakhs in 
respect of four non-stock items. 

Spares of foreign manufacture worth 
Rs. 14.56 lakhs were ordered for use in a 
vessel which was subsequently condemned 
before receipt of spare parts. The spares 
were yet to be received although full ad· 
vance payments bad been made. 

Fifty 1'ix cases of. imported materials in· 
volving Rs. 60.94 laklis had been lying 
uncleared at the dock till April 1988 for 
periods ranging from 4 to 10 years. 

375 claims for loss of coal in transit in­
volving Rs. 16.12 lakbs pertaining to the 
period from June 1968 to June 1983 were 
lying m:settled. 

A consignment of coal in 1984 was diverted 
by the Railways but no claim for R~. 9.40 
lakhs representing the cost of coal mclud· . 
ing freight had been lodged with the Rail­
ways. fhe claim had become time-barred. 

There was abnormal delay in fmalisatioa. of 
the results of verification and stock adjust­
ments. Report of verification carried out in 
1979-80 was finalised in January 1987 nnd : 
the resuHs of verification carried out during 
1980-81 onwards were not finalised. 

Advance payments made to suppliers 
amounting to Rs. 915.48 lakhs upto March 
1988 were lying unadjusted {November 
1988). 

Eighteen months conswuption has been 
adopted as maximum storing level against 
the no.rm of not exceeding 40 per cent of 
the issue of each item of the preceding 
year. Inspite of such overfixatiOn of stock 



limit, the maximum storing level had ex· 
cceded in 27 items by Rs. 16.17 lakhs. 

14.5 Activities of the stores department 

The main activities of the stores department arc 
procurement, clearing, receiving inspection of the 
materials storage, distribution and disposal of un­
serviceable and surplus materials. Regulations in 
these respects are laid down in the Stores Manual 
of October 1960. The Manual has, however, not 
been updated s;n.::e iutroduction, in consonance with 
the new concept of materials management and the 
guidelines for the materials management issued by the 
Bureau of Public Enterprises. 

CPT stated in Novemba 1988 that a committee 
had been set up to update the Stores Manual with a 
view to streamlining the <;ystems and procedures 
CPT also stated that to :ivoid functional multiplicity 
and to bring more co-ordination between user depart· 
ments and stores department, centn:lisation of the 
stores department was being considered. 

Items of- stores are of two types-stock items (ordi­
nary and emergency) and non-stock items. Stock 
items are only to be ~tored. The total number of 
the items of stores handled by the stores department 
were 22,000. 

Planning and scheJuling cf consumable materials 
for procurement are done on the basis of average 
consumption of the preceding three years and fore­
casts done by the user departments. Spares of 
plantsJmachineriesJvessels and other non-stock items 
are procured on the basis of the indents of the user 
department. 

14.6 Indenting 

According to the Stores Manual, the group-wise 
indents are to be sent to the stores department 
through FA&CAO for prior suutiny thereof. But 
the procedure was not follow~d. Moreover, indents 
for different items of the same group were bunched 
and registered as a single indent but were often exe­
cuted partly. As sue~ the actual n_u~ber of indents 
received number of mdents matenahsed and num­
ber of i~dents lap3ed were not ascertahlable from the 
records maintained. 

No time schedule was laid down for processing the 
indents. However, indents for stock items are due 
for lapse after a particula~ period depending on. th.e 
nature of items whereas mdents for non-stock mdt­
genous items a~d non-stock imported items, if not 
acted upon for more than one year and for more 
than two years respectively, are required to oe act~d 
upon after ascertaining from the indentors of the1r 
requirements. But the prescribed procedure was not 
followed. 

Indents in certain case5 \Vere found to be unrelated 
to actual requirement. For instance, though non­
stock items are not required to be stored, stores ledger 
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as on 3 lst M~rch 19-87, showed heavy balance of 
the following non-stock items-

It ms 

Vessd spar.:s 

Motor spa res 
Electric goods 
B oks and form~. 

Total 
-------

Am'>Ullt 

(Rupees in lakhs) 

9J.56 
9. 31 

3.09 
2.22 

----
105 .18 

Besides, non stock spares cf Rs. 24.55 Jakhs 
_t>rocured during 1978 to 1983 on specific indents 
were not taken delivery by the indentors, though in 
the stores ledger it was ••hown as issued to the in­
Jentors. 

CPT stated, in Novemb~r, ] 988, that normally 
stores purchased against specific indents were not to 
be kept in stock. But in actual practice storing of 
spares in the stores premises could not be avoided 
due to lack of storing space on vessels. These spare 
were drawn by indentors at the time of replacing worn 
out ones. But the fact remained that these spa-res 
remained unused indicating that the indents there for 
were not based on proper assessment of requirements. 

Indenting was also marked by lack of planning and 
was not based on future requfrements. For example, 
it was noticed by Audit that in July 1985 it was de­
cided to decommission the dredger Mohana from 
August 1985. The vessel was, however, kept in 
commission upto August 1987 on special permission 
from Llyods' Register of Shipping and c0ndemned 
thereafter. Spares worth Rs. 14.56 lakhs (f.o.b. 
value) were ordered during July 1980 to August 
1986. The cost of spares wa5 paid in advance in 
foreign exchange but the spares were not received 
(April 1988). Even if the items are received on a 
future date, there is no prospect of their utilisation 
since the dredger had since been decommissioned and 
items were of specific nature. The expenditure of 
Rs. 14.56 lakhs thus proved to be inf1uctuous. 

CPT stated, in November 1988, that the possibility 
· of disposing of the spares would be explored in 
consultation with ship building firms 

14.7 Purchase 

Although approved list of suppliers was maintain­
ed, periodic evaluation of suppliers was not made. ln 
the matter of selection of suppliers, syst.;-matic vendor 
rating was not done con~idering quality performance, 
delivery performance, price and vendor relations. 

The requisitions for purchase did not contain re­
levant information like ~tock position, maximum! 
minimumirecorded level, monthlv issue figure, past 
consumption, etc. Conseql>ently, the justification 
for the purchase was not ascertainable. 

Purchasing library con•nining catalogues technical 
and commercial bulletim, books and journals on 
sources of current business and economic informa­
tion was not maintained for facilitating purchase. 



The purchase order unless accepted by the sup­
plier is not legally binding on the supplier. But no 
'Written acceptance of offer was obtained in any 
case. 

Liquida.ted damage c1a:.ose was not incorporated in 
~he ~eneral conditions of contract to ensure the supply 
lD tlllle. 

14.8 Receipt and inspection. of .}fores 

. The stores uepartment is respon ible le n:ct i e, 
mspect, account for the receipt and lodge claims for 
loss and damage in transit. The stores department, 
however, was not having technical personnel and had 
to depend on the indentors for inspection of the ma­
terial~ (non~stock items) resulting in delay in check­
ing, mspectmg and acceptanc~ of the matexials. 

In case of imported mat~r.ials, there was inordinate 
delay in clearing the materials even after payment of 
customs duty for reasons n0t on record nor stated. 
56 cases of imported materials involving Rs. 60.94 
lakhs (including customs du~y and freight) for which 
letters of credit were issued during October 1977 to 
June 1985 had been lymg uncleared all the do((ks 
upto April 1988 for periods ranging from 4 to 10 
years. Customs duty for the materials had been 
paid within on~ year of despa tch of materials by tLe 
suppliers. The materials included (a) vpare p-arls of 
engines worth Rs. 16.24 fokhs meant for engines 
condemned due to non-availability of spares (b) 
spare parts of Rs. 2.37 lakhs for condemned \'es els 
(c) spare parts of Rs. 9.11 lakhs for Canadian 1oco­
motives, non-receipt of which resulted in delay in 
periodical overhauling of the lccomotives and also 
departmental procurement of materials. 

CPT stated, in November 1988, that action had 
already been taken to clear all the consignments 
within a reasonable period. 

14.9 Preference of cluims 

It was seen in Audit that 375 claims for Rs. 16.12 
lakbs froni Jun~ 196~ to June 1983 for loss of coal 
in transit were lying un. e ~tled with the RaiJw•ays. 
CPT stated, in November 1988, that the matter had 
been taken up with the Additional General Manager 
of Eastern Railway. 

A rake of coal containing 88 wagons of steam coal 
valuing Rs. 8.10 Jakh<; was allotted and despatched 
to CPT in June 1984. Railway freight charge of 

Rs. 1.30 lakhs v.as paid on the above consignment 
The consignment was di ;rerted by the Railways. But 
nr '<tim for the amt of coal including freight 
(Rs. ~akhs) had been lodged with the Railways 
(August 1988). OPT stated, in November 1988, 
that the claim had since been preferred. But the 
'
1"'im had become time-barred. 

14.10 Stock ve_rificatiorz 

Under the provisions of the Stores Manual the 
materials stored in various groups were requi;cd to 
be physically verified once in each finnncial year by 
the stock verifiers of the outdoor audit section or 
~A&CAO. The materials in the spare parts group 
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were, however, stored in assorted manner and the 
qore~ department could not sort out the spares cak­
gorywise viz. stock spares, non-stock spares nnd safe 
custody spares to correspond with the stores ledger. 
As a result, the stores department could not offer the 
materials for physical verification for the last 18 
years. A store depot had also not offered stores for 
physical verification from 1985-F6. 

The physical verification report along with the 
explanations of the stores de}Jartmcnt are required 
to be forwarded to the lores audit section for cal­
culation and adjustment of the vai11c of shortages and 
excesses. But there was ahnorrual delay in finalisa­
tion of the results of verification and stock adju t­
ments. For instance, the rc'port of wrifi.cation ci.l r­
ried out in 1979-80 was finalised in Jaquary 1987 
and the results of verificatim carrLd out during 
1980-81 onwards were yet to be finalised. The 
reasons for abnormal delay in adjustment appeared 
to be mainly due to adequate importance not being 
attached to the verification wqrk and unduly long 
time taken by the stores department to return the 
verification sheet to the out··door audit section. 

The value of shortage:> which do not represent 
normal handling loss h!!d to be written off under 
Section 96 of the Major Port Trust Act, 1963. The 
·tock adjustme~ts were, howev~r made by the stores 
audit section in anticipation of sanctions of the 
Board of Trustees and the net value of shortages in 
stores was kept in suspeu"e account pending approv­
al of the Board of Trustees. The shortages of 
material relating to 1979-80 to 1987-88 were booked 
under suspeme head "physical verification stores". 
The amount so booked upto March 1988 was Rs. 28 
lakhs. 

14.11 Store accounting 

Store accO'Ullting in Lhe Priced Store Ledger (PSL) 
is done by the store audit section of FA&CAO. The 
PSL is prepared by the IDM on the basis of data frd 
by the stO'res department. But other operation in­
volved in the maintenance of PSL viz checking of the 
entries in the PSL with reference to the voucher , 
reconciliation of the .PSL with the numerical Jedger 
etc. were not done. A test check of 160 . . ut of 2000 
bin cards pertaining to different groups, selected at 
random sampling basis, revealed that in cent per 

cent cases there were disagreements between the bin 
cards and the PSL. It was also noticed that the value 
of balance shown in the PSL was in wide variation 
with the balance show11 in the control accounts of 
FA & CAO. The position during the last five years 
is given below:-

Year 

1982-83 
1983-84 
1984-85 
1985-86 

y986-87 

13J la nee as B~ lr nee:>· 
per P L per con­

trol 
accounb 

436 
556 
607 
732 
737 

365 
432 
496 
424 
622 

--•F--------~--



CPT ·taled, in November 'I 988, that recon .. ili a­
t;0n work was b~ing taken up. 

I• UJ th er, abou•, 10,000 transacti.ms we re be in)! 
sl1ow::; every month in the suspcnst: JU for \\ant of 
proper documents and were not being included in the 
stores ledger a,_nd remained unadi1.isted for month. 
together. Scrutiny of the suspense list for the m? nth 
of April 1986 revealed that about 1175 h:qnscat1011c; 
h,volv'.1.g R s. 21.27 lakhs !"cmained unadjusted and 
consequently, out of the stores ledger for more than 
five vears. Thus stores ledger did not refl ect the 
acutal state of affairs. 

14.12 Unadju.fted advance payments 

The unadjusted advance payml!nls made w supp­
Iic·rs were Rs. 9 15 ..1~s !akhs as on 31:t March i 988. 
T;1c ~ear wise br.:ak up of unadjusted ndvances was 
as foJJows 

Upto l 98:!-S3 

1983-84 

19 84-85 

19 85-86 

19 86-87 

J 987-88 

T01 1 l 

Am un i 

(Rup· c~ in la kh ) 
--- . 

27 .15 

32.09 

42 . .+J 

235.00 

5 07. (0 

70.63 

915.48 

Stores Manual provides that a d~tailed list of out­
~h11dmg balance under advanc1: ~uspcnsc should he 
prcpart'd once in ~"1ery quarter indicating therein •?:i ch 
outstanding item, the nature of adjustment called for 
and the action taken. The list should he reconciled 
every three months with the control books of FA & 
CAO for further :3.ction. But the procedure was not 
followed in as much as the detaiJed lists were not 
prepared and adjustments were not pursued. No sys­
tematic efforts were made to clear the old outstand­
ing items. 

CPT stated, in November 1988, that advance pay­
m·ent accounts were liquidated on the basis of mon­
thly store bills. There was backlog in the postings of 
receipt challans and th~ posting<> in debit pending re­
covery suspense register. The correct position would 
emerge only when the postings arc completed. -

14.13 Inventory control 

The value of stores held in stock at the end of 
each of he five: years upto March 1988 was ns fol-
lows:- - ~ ·· 

(RUP>?CS in la khs) ------- -- ----· ·------Year Oo~ning P urchosc Issue Closing 
ba la ncl' b' I ~ nr cc - ---· ---·---1983-84 364. 65 925 .42 85 8 .OR 432.0l 

1984-85 432.0 I 464 .04 600.22 495.83 
] 985-86 495.83 688 . J 7 760 .4.2 423 58 
1986-87 .J.~3 .5 R f!Q'.l 33 694 .28 622.6'.l 
l 987-88 6~1. 63 665 .41 593. 15 694.89 - - ---- ------
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The Pollowing points were noticed :-

(a) About 53 per cent of the balances compris­
ed items of stores which remained unissued 
for more than two years as detailed 
below:-

(R 11p~t S in l ~ khs) 
----·- --------- -----··-----

1983-84 

198-1.-85 

1985-86 

1986-87 

1987-88 

u•nbt r 
of i tt:rm 

Ya lu c:-

~---·--- -
1892 

5699 

6435 

61 0 
6885 

168 .:?4 

148 . 95 

2 35 . 10 

265.41 

273.98 
--------

(b) Out of the unmoved items, 336 items worth 
Rs. 107.92 lakhs remctined unissued tot 
long (330 items involving Rs. 60.15 lakhs 
for more than 10 years and six items invol­
ving Rs. 4 7 .77 Iakbs for more than 
four years). 

(c) Eighteen months consumption had been ad­
opted as maximum storing level against the 
norm of not exceeding 40 per cent of the 
issue of each item of the. preceding year. 
Inspite of such overfixation, the maximum 
storing lev~l exceeded in 27 items by 
Rs. 16.17 la.khs. 

(d) The stores at Mint Garden were wound up 
on 1st April 1975. Perticulars regarding 
transfer or disposal of stocks valuing 
Rs. 4.35 lakhs \\'ere not furnished and the 
value was •1ot written off. No investigation 
was also made. 

CPT stated, in November 1988, that action wa• 
being taken for necessary adjustments. 

(e) Unserviceable electrical materials valuing 
Rs. 9.05 Iakhs and misce!ldneou.;; materials 
valuing Rs. 10.68 lakhs were lying in siorc 
~ince July 1978 and March 1982 resi:·ec-
tively. · 

(f) No Survey Committee as required under the 
Stores Manual was constituted during the 
last five years far determining the dead sur­
plus stores held in sto"ck. 

Thus, there was inadequate foventory control in 
the stores department. Consequently, there was accu­
m~ation of unmoved and over -stocked items in ..te"c.. 
stores. .1 o !-• J ; 

The matter was reported to Ministry in July 1988; 
reply has not been received (March 1989). ..a;J 

15. Delay in dredging operations 

The navigation channel below Diamond Harbour 
from the port ol Calcutta downstream to the sea is 
divided into two distinct channels separated by Nay­
achara Island as shown in the sketch map below. The 

channels ate {i) Rangafalla channel along east bank 
aud (ii) Balari-Haldia channel along west bank (wes­
tern channel) touching Haldia dock. 
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The western channel pa s1.:s through a shallow area 
around Balari. Balari area due to its location usual­
ly shoals at the end of freshets. The shalling . helped 
ttfe &fOWth of a sand fiat "Jigerkhali fiat'' (fiat) which 
deters fre'e flow of !Jood and entry of ebb through 
the channel. A shallow patch over the ncvigation way 
known as Balari bar (bar) also exists. The growth[ 
decay of the 'Flat' is considered to l>e the major 
parameter determining deterioration Jimprovement of 
the depth of the navigation channel. The depth on 
the 'bar' deteriorates when the 'flat' extends over the 
navigation channel firom the west. 

During 1956 to 1961, due to extension of the 'flat' 
the depth on the 'bar' deteriorated and the Ranga­
faJla channel had to b1~ opened (1'961) for naviga­
tion. However, continued loss of depth in the Ran­
gafalla channel compelled Calcutta Port Tru t (CPT) 
to return to th~ western channel for na-1 iJiatiN1 in Feb­
ruary 1962. This was made possible when a rlredl'cd 

cut (of approximately 2500 metres long and 2.S met­
res deep) in norh-soutb direction over the shallowest 
portion of the 'flat' was executed by a hired qreoger 
during December 1961 to January 1962. The benefi­
cial results of the dred!!ed cut lasted for about five 
vears. Thereafter with the progressive growth of the 

'fiat' the depth of the channel continued to dc.terio­
rate from 1966 and the navigaticn track had to be 
shifted from north-south to the east-west in clock­
\vise direction. 

To contain the situation, CPT formulated (J 972) 
a scheme of recession of the 'flat' and the sclieme 
was included as an item of the "Proit>ct of river tra­
ining work below Diamond Harbour" which was 
sanctioned by Government of Tndia in 1975. The 
scheme· was, however, no: executed as Govemment 
had decided in 1977 to haV•! the problems oF depths 
examined "de novo" as even after havinJ!' undertaken 
substantial amount of dredging in the e~tuarv over 
the bar, the depth continued to fall after ini ·iaJ im­
prove'l"ent between 1972 and 1976. 

Maintenance dr~lging was, however. confinucd hv 
deployment of CPT dredgers during 1972-73 to 
1981-82. But the navigationn! ch~innel over die area 
suffered gradual deterforation of depth and in~tabi­
Jlty of alignment of navigation track due to extension 
of the "flat". Consequently the average depth over 
the 'bar', between 1972-7:1 ;incl 1981-82 fell from· 
3.71 metres below datum to 2.68 metres below 
datum. 

As the dred~ing operation failed to restore the re­
quired depth of 4.5 metres below datum, after seve­
ral studies, CP'f again formulated in 1981. n ccm.nre­
hensive scheme for imnroveme11t of draught which 
WHS sanctioned bv Government of India in Au.1?Ust 
1982. The scheme inter alia envisae:ed c-aoital drecl!l­

,rlng (cost : Rs. 1105 lakhs) in a -modified forn of 
the recession schemt> of 1972 and construction of an 
upstream .1?Uidewal1. 

The schem·e commenced in December 1982 with 
the execution of guidewall, artd a dredged cut wa~ 
to be ~xecuted over a length oP 8600 metre<> with 
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bottom width of 200 metres. The central portion of 
the cut would run acros the outer portion of the 
·•.fiat" over a length of 4800 metres. Th\: capital 
dredging was to commence within two years of com-
11'\encement of execution of guidewall when it was 
expected to be near completion. But tltt' construction 
of guidewall taken up in Dece mber 1982· has not 
yet been completed (October 1988). The capital ared­
ging was, 1owever, yet to commence (Oct0ber 198"8}. 
CPT stated in June 1988 that the capital dredging 
was yet to be given final shape and was um~er nt:go­
tiation at the Ministry level wtih the Dutch Govern­
ment agencies. 

Inspite of dredging of 12.83 million cubic metres 
(mcm) at a cost of Rs. 2223. 91 htkhs during 1982-83 
to 1986-87 to achieve the depth of! 4.5 metres below 
datum, the depth did not improve, but further fell 
from 2.84 metres belov,• datum to 2.25 metres below 
datum in 1986-87 due to continuous growth of the 
'flat' extending over the navigation track. 

CPT considered \D'cct'mbcr 1987) it necessary to 
undertake a maintenance recession scheme of the 'flat' 
prior to embarking upon the capital dredgin!l project 
to restore essentially th~ conditions of the 'flat' ob­
t.aini~g in 19~2. The quantity of maintenance dredg­
ing involved in the recession scheme was of the order 
of 6.5 mcm. For the purpose, CPT had to hire (Feb­
rur~y 1988) a dredger from Dredging Corpor<"ttion of 
In~1a to dredge upta the end of March 1988 at an 
est~ated cost- of ~s. 375 Jakh~. The dredging ope­
rat1?n com_menced m February 1988 and discontlnu­
cd m ~pnl 1988 due to weather conditions. During 
the penod on,ly 0.8 mcm of spoil was lifted at a total 

oost of Rs. 212.51 lakhs. 

In. September 1985. CPT engaged a consultant for 
ma~mg reco~endati0n on the execution of the 
capital dred~g at a total fee of Rs. 4.95 Iakhs. But, 
before receipt of the recommendation in January 
1987 and before fln'11isation oF the aJign!1,ent of the 
dredged cut CPT undertook a scheme of drt"dµi1w a 
gutter of depth 3.5 metres below datum over the 
'bar'. CPT engaged th.!'r three dredgers durino- Nov­
<'mber 1985 to March 1986 over the bar. Th~ rfred­
gers dredged 1.61 mcrn against the projected 1.45 
mcm ~t a total cost of Rs. 144.50 lakhs. Eut, tlie 
operation proved ta be unsuccessful as the required 
p7pth C?f 3.5 metres could not he achieved and was 
chscontinued. 

Owing to deterioration of depth over the 'bar? 
~PT had to open the alternative Rangafalla channei 
~n J~ne 1987 for navigation to the port of Calcutta 
111so1te of the fact that the channel would not be 
stable and would go wayward after two or three 
year . Tn rco?ening ~he . cbann~l for navigation CPT 
had to provide nav1gat10nal R id~ co<tin •.,. R' 88 50 
lakhs. ,... · '< ·-

To sum up, 

. CPT identified the main constraints for mainfairi­
mg adequate_ ~coth for navigation but did not exe­
cut~ the reql!Jred \~rks viz., rece~sion of 'tlat' :i nd 
r ::i n1tal dredging of bar' durine: 1hc last ten \'l' ']r< 

CPT continued maintenance dredging during 1982-83 



to 1986-87 at a total cost of Rs. 2223.91 lak.hs. But 
tbc required depth W\l . not. achieved. 

Expenditure of Rs. 144.50 lakh (charged under 
maintenance dredging) incurred dming November 
1985 to farch 1.986 on a temporary scheme of dre­
dging a gutter over the 'bar', proved to be unfruitful 
as the required depth of 3.5 metres below datum 
could not be achieved. 

Due to the failure of maintenance dredging as well 
a the temporary scheme CPT bad to open alterna­
tive Rangafalla channel (stable for two or three years 
only) at a cost of Rs. 88.50 lakhs to maintain naviga­
tion and unde1 take a recession scheme at an estimat­
ed, co t of Rs. 375 lakhs in February 1988. CPT had 
to discontinue the scheme after incurring an expendi­
ture of Rs. 212.51 lakh . 

CPT stated in June 1988 that the dredging under­
taken wa mo tly to rnain.tain the navigation channel 
for shipping and the scheme for improvement of 
depth had been under tudy all that time. While ad­
mitting delay in undertaking capital dredging CPT 
stated that it wa due to CPT's keenne s to avoid in­
fructuous expenditure of a large magnitude in case 
the dredged channel fails to maintain the navigation. 
Ministry also endorsed (July 1988) the view of CPT. 

16. Incorrect application of hire rates of tug!! 

Calcutta Port Trust (CP1) incorporated Section 
38 in Scale of R ates in February 1978 laying down 
the charges on vessels for services rendered at 
Haldia dock. The hire charges for tugs in s.ream 
under this Section were similar to the rate prevaiJ111g 
at Calcutta dock ~xcept a urcharge at 'he rate nf 
'.W per cen was to be added or :i rebute at the rate 
of 30 per cent was to be allowed in accordance with 
notes I arid II of the Section ibid. The provision~ 
of surcharge and rebate were withdrawn with effect 
from 10th March 1988 and 'th May 1938 rC'•pec­
tively. Thus, · 30 per cent rebate wa. admissibie 

only for tug ervices rendered to coastal vessels uprc 
4th May 1988, whereas 20 per cent surcharge was 
leviable in case of both coastal as well as foreign 
going vessels upto 9th March 1988. 

Test check conducted by Aud it revealed that CPT 
did neither levy the surcharge on the basic rate in 
respect of foreign going ve scls nor did work out the 
net rebate in respect of the coastal vessels by way of 
oecluction of rebate at the first instan ce from the 
ha.sic rate 0f hire of tu ~s and then adding this sur­
charge thereto. Thus, in accordance with Section 29 
of the scale of rates. the basic rates of hire of tugs 
only was charged. No1i-application of the correct 
rates I ad rc~ultecl in overcharginl!; of R·; . 23 .36 Jakhs 
in re<;pect of coa't al ve. sels and 11ndcrc1 rnri1in~ of 
Rs. 56.22 Jakh ia respect 0f foreign going vessel 
during April 1983 to March 1988. Thus dudng a 
period 1983-88 CPT had sustained a net loss of 
revenue of R c; , 32.86 lakhs. The lms sustained prior 
to April 1983 could not be ascertained in Audit for 
want of record. 

The matter was brought to the notice of CPT and 
Ministry in fay 1987. In reply, CPT stated in 
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December J 987 that neither the stipulation relating 
to rebate nor surcharge was applicable to charges 
k' iable by Haldia dock in respect of tug in ~tream 
for the reason that Section 38 which pre. cribe the 
rates for services rendered by Haldia dock ·does not 
provide any separate rate for the hire charges of 
tugs in st ream. The rates for the hire charges for the 
tug in stream were indicated to be in con onance 
with the rate applicable for Calcutta dock and since 
no surcharge was applicable in respect of tl1is parti­
cular service rendered by Calcutta dock . imilar 
charges cou·ld not be made applicable to the rates 
lcviable at Haldia dock. 

The contention of CPT is not acceptabk for the 
following reasons : 

(i) Rates prescribed in Section 38 were :.epa­
rate rates, implying thereby that these 
rJtes were exclusively applicable to Haldia 
dock and these were subject to the condi­
tions provided in that Section. 

(ii) Note~ given below Section 38 were appli­
cable uniformly over the rates pre. cribed 
in item (iv) (b) tug hire 'in stream' of 
Section 38. Thuc;, the rate of hire charges 
for tugs in tream at Ha!diR dock would be 
the basic rnte as provided in Section 29. 
deduct rebate and add surcharge on coastal 
vessels or acid surcha rge on foreign going 
vessels. 

(iii) TI1e fact that the sub equent notifications 
in March and May 1988 specifically with­
drew the application of the provisions of 
urcharge and rebate on hire charges of 

tugs in-stream in. respect of Haldia lhck 
goes to prove that these provisions were 
applicable till the dates of tl:eir withdrawal. 

The matter was reported to Ministry in July l988; 
reply has not been received (Decem1Jcr 1988). 

17. Injudicious purchase of electric motor driven 
cap fans 

Calcutta Port Tru t (OPT) procured and in tailed 
at Kidderpore Dock (KPD) ba in two 10-tonnc c~pa­
ci'y electric motor driven capsta1b at a total co:.t of 
Rs. 8.10 lakhs in July 1982 by replacing the two 
existing old hydraulic capstan,. . The capstans ve re 
found to be sat isfactory during trial runs in June 
1983 and February J 984. They could not be operat­
ed for normal run upto D cember 1984 due to labour 
di pule<; and thereafter due to damage of their com­
pnncnts con equent on inundation of the capstan 
Fits. The demaged parts were overhaulec del'lart­
men1 aU' in March 1986, but the capstam could not 
hr put into operation even thereaftet till date (May 
l 988) due to contintlous seepage of water into the 

CilJ stan pits. CPT did not, however. take any steps 
to s!op the seepage. Io a report c;n m 1dernisation of 
lock entrance machinery, it wa~ suggested in D.:.ccm­
ber 1984 that such ekctric motor driven caostans 
were not suitable for L1it-type outdoor appliciHion as 
in KPD. CPT authorities after technic,iJ examination 
decided in February 1986 that electlic motor driven 



capstans being unsuitable for pit-type apl?lication, ~he 
two may be replaced by electro-hydraulic ones. 1he 
electric motor driven capstans have thus been ren­
dered useles . 

CPT stated in July 1988 that the capstans could 
neither be pressed into service nor could be attended 
to owmg to labour problems due to which capstan 
pits were inundated. It was also stated that the re­
port of the unsuitability of the capstans was not. ac­
ceptable as the capstans were never pressed into 
service and after overhauling, the capstans could 
again possibly be put into service successfully. 

But the fact remained that labour problem was 
solved by December 1984 and the damaged parts 
were O\'crhaul,ed in March 1986 but the capsta~s 
were not pressed into service. Besides, CPT authon­
ties approved in February 1986 the replacement of 
the same by electro-hydra~lic ones wi~out any pr?­
posai for use of the electnc motor dnven capstans tn 
alternative sites. No further action has been taken 
(October 1988). 

Thus, injudicious procureme!lt o_f the el_ectri<? m9~or 
driven capstans without cons1denng their smtabil1ty 
resulted in wasteful cxpcnc!iture of Rs. 8.10 lakhs. 

Th rnattc:r was reported to Ministry in July 1988; 
re_:-! y h;i<- not b~cn received (December 1988). 

18. Blocking of capital 

Calcutta Port rust (CPT) engaged Mis. Garden 
Reach Shipbuilders and Eng10eers Ltd. (GRSE) in 
October 1973 for design, manufacture and supply of 
six 'flame proof electric capstans (ten tonnl! capacity)' 
for Haldia oil jetty at a cost of Rs. 18.18 lakhs 
(inclusive of a foreign exchange component of 
£ 10,323) plus ta:;:es, duties and jnsurance at actuals. 
The price was subject to escalation on labour and 
imported components. CPT would arrang the 
erection and commissioning of the capstans which 
would be supervised by GRSE dn extra payment. 

The delivery of the capstans ~a. to commence in 
January 1975 and was to be completed by May 1975 
but after pla:::emcut of the order, GRSE asked for 
a revision in the price escalation clause due to dis­
proportionate price rise since their offer of October 
1972. It was agreed in March 19'79 that CPT would 
pay to GRSE.-

(i) Rs. 21.12 lakhs towatds indi~enous parts 
and the actual cost of imported parts for all 
the six capstans. and, 

(ii) wage esca!atiotl subject tc ~, n'a itimum of 
Rs. 3.80 lakhs calculated on the ba'iis of 
standard wage escalation clame c•f Director 
General of SuoPlies and Disp0sa.ls with 
wage ia~~or as 0.3 per cent. 

GRSE complete(f the delivery of the sh: capstans 
in October 1980 for which CPT paid Rs. 30.73 Iakhs 
lm•o June 1980 includin~ foreign exchange compo­
nent £ 13,230 (R:>. 2.24 lakhs) . The cap!'>tans were 
stored in an open space. Joint inspection condurtccl 
in June 198 J after the award of instalfotion work 
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£t"\ealed 1that lhe capstans hau deteriorated and some 
parts valuing a-.:ound Rs. 0.93 lakh were m1~~ing. 

The work of installation and cc;1m1issioning of the 
cap&tans was entrusted to a private firm in May 
1981 at a cost d Rs. 1.99 lakhs. The insta!latwn 
of ithe capstans without missing µarts was cmnpleted 
in June 1982 and the firm was p<\id Rs. 1.48 lakhs. 
But the capstans could not be commi'isioaecl (October 
1988) as the mhslng pan.; M 'Je not rrocu1ed. 

Th,e :flame J}COOf electrical equipments which were 
installed on the oil jetty during 1977, required over­
hauling due to their non-operation sin;:::: inception. 
CPT engaged another private firm in July 1985 but 
the work could not be comp!eted as CPT could not 
provide ship free shutdown oil ietty. The work has 
not been completed (October 1988). 

Non-commissioning of the capstans, thus led to 
blocking up of capital of Rs. 30.73 lakhs ~.'nee June 
1980 apart from infructuous expenditure to the extent 
of Rs. 1.48 lakhs on the instaJlation of the capstans 
which were required (as estimated in April 1988) 
to be dismantled and reinstalled due to damage 
caused by open storage and non-commissionin~ . -

In the absence of the ccpstans, generai berthing 
duties were being performed manually. 

The matter was reported to Ministrv in July 
1988 ; reply has nl>t been received (December 1988) . 

Kandla Port Trust 

19. A\-oidahlc expenditure due to delay in placing an 
order 

Kand.la Port Tm!it (KPT) appro ed in August 
1985_ procurement of one <:onventio@1 tug, in replace­
ment of steam tug 'Roopvati'. An estimate fo r 
Rs. 440 lakhs based on the quotations of Goa Ship­
yard Limited (Government of India undertaking) was 
approved. A provision of Rs. 440 1akhs was made 
in the Seventh Five Year IJ>lan and the proposal was 
sent to Ministry in September 1985 for obtaining the 
sanction from the Expenditure Finance Committee. 

With a view to cut short delay and to avoid lap e 
of provision of Rs. 60 lakhs made for the scheme in 
J 985-86, 1lmfkd tentlefs were invited in November 
1985 from six shipyards. The lowest and technically 
suitable offer of Mis. Bharati Shipyards Private Limi­
ted, Bombay for Rs. 290.45 '!akhs with a price reduc­
tion of Rs. 10 Jakbs (if letter of intent was issued 
by 31st December 1985 and a technicallv and com­
mercially clear order was placed by 12th January 
1 <)86) vvas approved by the Board. It was subject 
to the placement of order after receipt of Govern­
ment sanction to tJie scheme. 

KfT intimated Ministry on 29th January 1986 
regarding the special price reduction offered by the 
firm and requested for an early sanction of the pur­
chase. The va•iditv neriod of the offer was got 
extended upto 31st March 1986. 

Government sanction amounting Rs. 367 lakhs to 
the purchase of tug wac; received in August 1986 after 

' 



seeking clarifications from KPT on va~ious. occasion~ . 
The order was placed on Mis. Bharti Shipyard Pn­
vate Limited in October 1986 for Rs. 290.45 lak"hs. 
Due to the delay in receiving Government s n:::tion 
to the purchase, KPT could not avail of the special 
piice reduction offered by the firm. Thus, it resulted 
in avoidable extra expenditure of Rs. 10 lakhs to 
the Port Trust. 

Ministry stated, in October 1988, that generally 
a period of four to six months was taken in pro­
cessing the proposal and obtaining approval of the 
Expenditure Finance Committee. :Ministry fnrther 
stated that in this case more time was taken in 
obtaining a number o! clarifications[additional infor­
mation from tlie Port Trust on 'Various point which 
was unavoidable. 

20. Deh. in consttacf on o~ a workshop 

The _project estimate for off shore oil terminal at 
Vadinar includ~ (October 1975) a provision of 
Rs. 4.20 lakhs for establishing a workshop for carry­
ing out day to day repairs to small port crafts deployed 
at Vadinar. This estimate was revised in July 1980 
to Rs. 5.75 lakhs against which an expen<f:urc of 
Rs. 11.17 1akhs had been incurred upto ... eb ua1T 
1984 (buildings: Rs. 5.07 l*hs; works~Jop equip­
ments : Rs. 6.10 Jakh:.) . The construction of the 
workshop building was completed in July 1 %3 while 
the workshop equipments were procured be'wcen 
December 1979 and February 1984. Neither the 
original estimate nor the revised estimate did include 
provision for the staff for running the work. hop. 

The workshop could be put to partial use from 
December 1986 and to regular use only from July 
1987 after filling up vacanciec; in the skilled categories. 
Ministry stated, in July 1987, that due to ban imposed 
by Govemnient on recruitment of staff from January 
1984 to May 1986, the required posts could not be 
filled up. Ministry clarified, on 23rd February 1 '.>S4. 
that the ban on recruitment of staff was applicable 
only in respect of cases where recruitment acti0n liad 
not already been raken. Had the Port Trust in itia­
ted action to recruit technical staff alongwitb the 
placement of orders for the equipment the workshop 
would not have remained idle. 

Failure to synchronise the construction of work­
shop, acquisition of equipment and appointment of 
s'[aff rendered the outlay of Rs. 11.17 lakbs remain­
ing unutilised for about three years resulting in 
non-availability of the facility for which inve<tment 
v as made. 

Madr. Port Trust 

21. Coostruc"icn ,! outer "Otection a to harathi 
onk 

21.1 The outer harbour of Madras Port Trmt, 
(MPT M c R arathi dock, comprises an oil berth, 
a fully mechanised iron ore berth and a container 
berth. As the draft of 46 feet available in this dock 
was getting lowered to 3 8 feet during north--east 
monsoon (October-January) causing inconvenience 
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to vessels Government sanctioned in Septemb r 1976 
an estim;te for Rs. 774 lakhs for construction of an 
outer protection arm for a length of 1005 metn.s 
from the existing arm of the main harbour. 

21.2 Award of work 

Tenders were invited in January J 977 for this 
work for both departmental design and for contrac­
tor's own alternative de'>ign. Seven firms tendered 
of which four tendered for alternative designs ruso. 
The lowest offer was from firm 'A' for its alternative 
oesign for Rs. 6.46 crores and next lowest was from 
firm 'B'. A High Level Committee appointed to go 
into the tenders, decided in May 1978 to award the 
contract to firm 'B' on the basis of revised offers of 
Rs. 6.82 crores and Rs. 6.48 crores obtained from 
firms 'A' and 'B' respectively. This was accepted bY 
government in October 1978. A contract was entere,I 
into with firm 'B' in December 1978 stipulating August 
1981 as the date for completion of work. After the 
agreement was executed and the work wa stai:~ed . 
the following concessions were granted to the con­
tractor, which were neither originally contemplated 
at the time of callin.~ for tenders, nor provided in the 
original agreement. 

(i) Payment for escala:ion in pr"ices : Though the 
contractor had withdrawn the escalation clause zit '1 e 
time of negotiation, h·~ repre ented in September 198 
that, due ito runaway inflation, it would not be possible 
for him to continue the wmk without compensalion 
for escalation in cost. In September 1981, a supple­
mental agreement was entered into providing for 
escalation payment (with the cost index as on 18th 
April 1978 as the base) irom 1st Januarv 1981 
onwards upto 31st October 1983 (revised date of 
completion) subject to a maximum limit of Rs. 167.25 
lakhs. The progress of work was however, very 
much behind schedule and MPT continued the est'ala­
tion payment totalling Rs. 166.12 lakhs in all, ~ased 
on monthly indices till completion of work in Marc 
1986. 

(ii) Hire charges for Lime crane : According to 
the original agreement, MPT was to make availa le 
to the Contractor l Li.me crane on payment of hire 
charges at the rate of Rs. 1.30 lakhs per month for 
the period of contract. The Lime crane purchased 
at a cost of Rs. 36.64 lakhs was hired to the con­
tractor from March 1979. On the contractor's plea 
in April 1981 for reduction of the hire charge.s, a 
supplemental agreement was executed in September 
1981, reducing the hire charges to Rs. 0.65 lakh per 
month from January 1982 and again to Rs. l 1 ,400 
per month from November 1982 on the ground that 
the value of the crane had been recovered. This 
resulted in a refund of Rs. 10.18 lakhs. 

MPT stated in Febmary 1988 that the hire charge 
were revised to give relief under the l)ackage deal 
un<1er the supplemental agreement. 

(iii) Payment for rehand!ing of stones : The orip.i­
nal agreement stipulated that payment for stones <11ar­
ried would be made only after thev were clumped in 
the breakwater and that no part payment was to be 
made at any intermediate stage. However, in N<wem-



ber 1979, the agreement was amen~ed and the con­
tractor was allowed part payment amounting Rs. 48. 73 
!akhs at 60 per cent of the agrement rate for the 
stones quar.r:d, tr;in ·r:0rtcd and stacked at the har­
bour during monsoon months to enable him to have 
better cash ft.ow and to maximise the dumping at the 
site after the monsoon months. 

MPT agreed for part paymeni; on the condition 
that the contractor would not cJaim any extra charge 
for rehandling the stones from the stacked piles. But 
rehandling charges were allowed subsequently on the 
recommendation of the High Level Technical Com­
mittee constituted by l'vlPT in November 1983 with 
the approval of Govetnment. MPT made pay1:llents 
aggregating Rs. 22.59 J.akhs for the total quantity of 
stones rehandled till completion of wo1:k. 

(iv) Hypdthecation advance : As per the original 
agreement, bypotbecation advance was payable subject 
to a ceilfuo- of Rs. 77 lakhs. In a supplemental agree­
ment exe~ted in September 1981, this ceiling was 
raised to Rs. 117 lakhs. Actually a total advance of 
Rs. 116.89 lakhs had been paid besides a mobilisa­
tion advance of Rs. 21 lakhs in November 1978. 

Pro-iata recoveries of these advances were to be 
effected on an outturn of 82,000 tonnes per month 
promised by the contractor. However, from April 
1982 MPT restricted the recovery to a notional out­
turn 'of 40,000 tonnes or actuals whichever vn'> 

higher. It further reduced the recovery on the ha<is 
{)f actual turnover during monsoon months frum 
November 1981 and during all months fron Octoher 
1983. 

MPT stated in Febmary 1988 that it was only an 
advance recoverable with interest and mode of 
recoveries was :::egulated with a view "ito have casll­
flow to the contractor" and all the advance~ hnve 
been fully reeavered. 

21.3 Delay . in execution of work 

The work was originallv scheduled for co pletlon 
by August 1981. ln December 1983, considering 
the slow progress, the escalation charges payab e to 
the contractor for th~ extended period and the com­
mitment for export cf iron ore, MPT substituted, on 
the recommendation of the High Level Committee, 
a part of the armour stones with concrete blocks with 
a view ito completing the work by 31st October 1985 
and this fu.volved ~n add1t.ional cost of Rs. 61.03 
1akhs. Extension ~f time for completion of vork 
was granted by MPT from time to time and finally 
upto March 1986 when the work was actuallv com-
pleted. One of the reasons given by the contractor 
for the delay was the failure of MPT's quarrv at 
Pailavaram to vteld the required quantity of stones. 
A High Level Committee constituted in November 
t 983 had observed that the availability of transror 
was short of requirement to the extent of 50 per cent 
or more and production of stones was considerabl 
below the target, that the quarry exploitation by t e 
contractor was not done on a systematic basis and 
that the contractor had often cash flow pro~lems. 
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21.4 I.ncrease in project cost 

The original estimate for Rs. 774 lakhs san tio a~d 
in September 1976 was revised in July 19.:sl to 
Rs. 919 lakhs due to delay in execution and the 
estimated was again revised to Rs. 1142 lakhs on 
account of increase in the cost of cement, payment for 
rehandling of ~tones, substitution of concrete blccks 
for armour stones and capitalised interest on b1.1rro\,ed 
funds. The total actual exp?nditure on the ·ork 
upto March 1987 was Rs. 1103 lakhs. 

21.5 To conclude 

Concessions which were not provided in the origi­
nal agreement were subseguentlv allowed to the con­
tractor by way of (i) payment for escalation in p-ice: 
(Rs. 166.12 lakhs), (ii) reduction in hire charges 
for crane resulting in a refund of Rs. 10.18 la hs, 
(iii) extra payment for rebandling of stones stacked 
in the harbour (Rs. 22.59 lakhs), (iv) increase in 
hypothecation advance from Rs_, 77 lakhs to Rs. 117 
lakhs and reduction in the rate of recovery of the 
advance. Concrete blocks were used in place of 
armour stones to some extent, involving extra 
expenditure of Rs. 61.03 Jakhs on the ground that 
this would avoid further delay in completion of work. 

There was increase in project cost from Rs. 774 
lakhs to Rs. 1103 lakhs. The work expected to ,,e 
completed by August 1981 was actually completed 
in March 1986. 

Mfnistry endorsed, in April 1988, the reply given 
by MPT. 

22. Short levy 9f crane hire charges 

Under Section 52 of the Major iPort Trust Act, 
1963, every scale of rates and every statement of 
conditions framed by a Board should be '>ubmirted 
to Central Government for san'ction and will have 
effect when so anctioned and published in the official 
gazette. The Board of Trustees of Madras Port 
Trust decided on 27th January 1984 to reduce the 
hire charges for the use .:Jf gantry crane for loading 
or unloading iuland container depot (ICD) containers 
from Rs. 600 to Rs. 450 per container of siz upto 
20 feet and the reduced rates were made effecUve 
from 27th January 1984 itself without prior approval 
of C ntral Government. In February 1984, the Port 
Trust sought the approval of Government for the 
reduction in hire charges under Section 52 of the 
Major Port Trust Act, 1963. However. in April 
1985. Govenment reiected the propasa] on the ground 
that the present rate of Rs. 600 was itself helow 
the assessed cost. Thereuoon, the Port Trust rec:tored 
the original rate of Rs. 600 per o-:mtain'er :vith •.!ffect 
from 2nd Aoril 1985. Jn November 1986. Govern­
ment accorded export-facto approval for the levv of 
han Jin~ charges at the reduced rate of Rs. 450 per 
container for the pc>riod from 27th January 1984 to 
1st A!)ril 1985. 

Tt was pointed out in Audit in' April 1987 that 
rentral Govf!rnment di not have nower under 
4'ection 52 or flnv other Section of the ajor Port 
Trust Act, 1963 to regularise tl1e rate charged from 
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27th January 1984 to 1st April 1985. Ministry 
replied in July 1987 that the grant of e post-facto 
approval for the reduction of charge under Section 
52 of the Act was given in consultation ·v.itb the 
Ministry of Law on the ground that the reduction 
had become a fait accompli and that the reduction 
had been beneficial to users and it might not be 
successfully challenged by anyone. The reduction of 
handling charges at Rs. 150 per container for 4849 
containers handl d during the abow period amounted 

in October 1979 at Morrnugao Port berth No. 9. 
While approving the provisionally fixed handling rate 
of Rs. 23 per tonne of iron ore, Central Government 
directed in September 1979, that the plant account 

should be kept separate. 

to a loss of revenue of Rs. 7 .27 lakhs. 

Mormugao Port Trust (MPT) proposed in" Novem­
ber 1980 to revise the rate from Rs. 23 to Rs. 27.56 
per tonne keeping in view the lite and throughput 
(eight million tonnes) ot the plant (tbrOugbput capa­
city is lower than the installed capacity). The 
revision was sanctioned by Government from Novem-

Based on the Audit obser ation. Ministry issued 
in January 1988 instructions reiterating that revision 
of rate become effective only a(ter approval by 
Go ·cmmcnt arid -publication in the official gazette 
and that any revision of rates shall be given effect 
to only after complying with the above legal require-

b~r. 1980. 

ments. 

23. Unauthorised revision o[ hire charges 
The Board of Trustees of the Madras Port Trust 

decided to reduce the hire charges for providing r efer 
plug points from Rs . 200 to R~. 120 per 20 feet 
container per shift or part thereof and from R s. 250 
o Rs. 160 per c-<Jntainer above 20 feet and up to 40 
feet per shift or part thereof with dicct from l st 

October 1984. 
In June 1985 . Government of Jndiu accorded sane­

tion to the proposal contained in tbc Board's resolu­
tion. As the revision of sca1e vf rates could be ,...ivrn 
effect to only from the date .'Jf notifi.cation of the rates 
in the official gazette (4th September 1985). the 
irre~larity in having given effect to the revised rate: 
of hire charges from a date (1st Ovtoher 1984) prior 
to it;; notification· in t11c gazette. in contraventi.on of 
the provisions 0f Section 52 of the Maior Port Trust 
Act. was brought to fhe notice of the Port Trust and 
Government in D ecembe r 1985. 

In January 1988, Government agreed with the 
stand taken by Audit and issued necessary instruction 
to the Port Trust not to implement the approved rates 
before the date of their publicati,,n in the gazette. 

The Port Trust stated, in Julv 1988. that the 
instructions issued by Government, in J anuary 1988. 
were to be complied with for prospective implemen­
tation' only. As Government's instructions were onlv 
tn reiterate the provision of Scctton 52 of the Major 
Port Trust Act, 1963 to the attention of the maior 
Port Trusts, the revision of hire d1arge<; for the reefer 
f>lU{! points, prior t.'.J approval of ~ the revision by1 
Government and its publication in the f!aze ttc wa. 

not in' order. 
The short levy ol hire charges during 1 c:;t October 

1984 to 3rd September 1985 prim· t0 the date of 
publication of Government' approva1 in officia1 gazette 
amounted to R s. 3.96 lakhs (approximately). 

The plant could never achieve a throughput of 
eight million tonnes per annum. The capital cost of 
the plant also increased as a result of an arbitration 
award given in favour of the dredging cvntractors in 
January 1983 . MPT accordingly proposed, in 
Fcbmary 1983, for a revision ot the handling rate 
from Rs. 27 .56 to Rs. 28.22 per tonne and for the 
firt time a surcharge of R s. 8.80 per tonne of orel 
pellets handled through the plant to be Jevied towards 
rental charges. Simultaneously a schem:! allowing a 
rebate of Re. 1.00 to R . 8.80 per tonne on the 
aggregate tonnage handled for the ·,.-car with reference 
to the level of turnover achieved ranging from 6.25 
to 8 times the nominal plot capacity was also adopted 
<plot capacity is the area available for stocking iron 

ore). 

The revised rate alon2:With the rebate scheme came 
into force from Octobe; 1983. 

Scrutiny of the rebate scheme and the plant account 

revealed the following : 
(i) Though some of the individual exporters 

achievoo 6.25 to 8 time-, the plot capacity 
and became eligible for the rebate, the 
optimum. annual throughput of eight mi\lion 
tonnes with ' reference to which the basic 
handling rate was fixed had not been 
achie"\l'~d o far (1987-88). The fixation 
0£ the ba ic rates at Rs. 28.22 per tonne 
based on a throughput of eight million 
tonnes envisaged an annual income of 
Rs. 2257. 60 lak.hs. However nn the basis 
of the actual throughput the income actuallv 
realised was found to be le s bv R s. 499.45 
lakhs during October 1983 to September 
1986, due to non-ac11ievement of the (1pti-

mum throughput. 

On being pointed out bv Audit in ovember 1986. 
MPT stated (January and July 1987) that short foll 
in the income was due to the fact that the total plot 
capacitv which was presumed as I 0 lakh tnnnes 
while fixing the rate was found to 1'e onlv 9.45 lakh 
tonnes. Tt was further stated (June 19~P) that the 
nominal plot capacity varied from year to vear 
accordin~ to the actual allotments based on .'Jpera-

tional requirements. · 
Monnugao Port Trost 

24 . Loss of revenue 
A mechanical ore handling plant was commissioned 

at a cost of R s. 84 crores for commercial operatfon<; 

Thu . to achieve the income on eight million tonnes 
at tl1e handling rate of Rs. 28 .22 per tonne with 
reference to the varying plot capacity the throughput 



should have been more than eight million tun'nes per 
annum or more than eight times the plot capacity. 
However, even eight million tonnes throughput was 
no t achieved so far (1987-88) and the shortfall in 
recovery of handling rate continued. 

(ii) As instructed by Government a separate 
account had been maintained for the plant. 
The economic viability :;tatement prepared 
on the basis of such accounts revealed that 
there was an accumulated deficit of 
Rs. 1555.00 lakhs as on· 31st March 1988. 

MPT was preparing these accounts 
taldng into account 6 per cent reserves for 
replacements, rehabilitation and modernisa­
iton of capital assets upto 1984-85 and 
stopped taking it in'to accounl from 1985-86. 

In view of the accumulated deficit ~ in the 
accounts. the Board resolved (Augu st 1986) that the 
hasic handling rate of Rs. 28 .22 be raised to Rs. 34.00 
per tonne and that th~ maximum surchar!!c rebate 
he reduced from Rs . 8.80 to R~ . 4.50 p2r tonne. 
Aoproval of Government has not been received 
(November 1988). 

The matter was reported to Ministry in Au.mist 
1988 ; reply has not been received (November 1988) . 

Nhava-Sheva Port Trust 

25. Irregular payment to a contractor 
The main civil works contract-I of the Nhava 

Sheva Port Trust was awarded to a foreign firm for 
Rs. 110 crores in July 1985. It was stated in the 
contract that the Port Trust will assist the contractor 
where required, in obtaining clearance from the 
Customs Department in regard to the constructional 
plant, materials and other items required for the 
works. It was, however, made clear that the con­
tractor shall pay alt customs or other import duties. 
It was also made clear in the pre-bid conference held 
in March 1984 that all the goods which will be 
imported will be subject to payment of customs duty 
(basic, auxiliary and coun'tervailing duty). How­
ever, the items which would bear 'Project Import' 
endorsement by the Ministry concerned will be enti­
tled for concessional rate under heading 98.01 
(formerly under heading 84.66) of the Customs 
Tariff Act, 1975. The con'tractor had to complete 
all the required formalities for the project registra­
tion and satisfy the conditions relatin!! to headinQ: 
98 .01 to avail of the concessional in.port duty in 
respect of imports made. 

The contractor imported cert.ain material<; in Fe]'1-
ruarv 1986 and cleared these goods during April 
1986-January 1987 after naying customs duty of 
Rs. 470.83 lakhs. As some of the goods imported 
were not eligible for 'Project Import', asses!'ment 
under heading 98 .01 of the Customs Tariff Act, 
1975, the custom~ authoritie~ did not agree to allow 
the concessional rate under the said heading in res­
pect of these goods. When the matter was brought 
to their notice, the Port Trust also took up the 
matter with the customs authorities in July 1986; 
the later stated that the goods in question 
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did not merit concession under head 98.01 
customs tariff. The contractor was accordingly 
required to clear the goods on payment of 
customs duty as · assessed under th~ Customs Tariff. 
On bis representation in the matter (June 1986) the 
Port Trust reimbursed to the contractor in November 
1987 an amount of Rs. 73 lakhs which represented 
the difference in customs duty paid by the contractor 
as assessed by the custOIIlls authoriti~s and the duty 
held as assessable by the contractor in term of 
clarification given· to him at the pre-bid conference. 
However, as per the clarification given at the pre­
bid conference, all the goods imported were to be 
cleared subject to customs duty (basic, auxiliary and 
countervailing duty) and only those items which had 
Project Import endorsement by the Ministry con'cern­
ed were entitled for clearance at ~he concessional 
rat~ under heading 98.01 of the Customs Tariff Act, 
l 975, provided all the project registration 'formalities 
were followed by the contractor and the goods were 
governed by the relevan't provisions under customs 
heading 98.01. The customs authorities therefore, 
did not agree to concessional rate of customs duty 
in respect of certain items as the contractor had 
neither registered the cGntract as per Proiect Import 
Regulations nor did the said items conform to the 
provisions under heading 98.01 of Customs Tariff. 
Ministry of Finance, Department of Revenue also 
held vide their ad hoc exemption order of October 
1986 that since the said goods were n'ot for the manu­
facture of machinery, eauipment etc. of Nhava-Sheva 
Port. thev were not elil?ible for project import ;isses~­
ment under heading No. 98.01 of Customs Tariff. 
As the terms of contract read with clarifications given 
to the contractor during pre-bid conferen'ce only 
confemplated affording customs dut" concessions 
snbiect to the provisions under hearlin.!! Q8 .01 of 
C11stoms Tariff and to the extent providerl tliereunder, 
the reimbursemen't of custom~ d11tv of Rs. 73 lakhs 
to the contractor by the Port Trust constituted an 
irre1?Ular payment involving an extra contractual 
cnncessiori. 

Though Ministry of Finance upheld the denial of 
concessional rates under head ing 98.01 of Customs 
Tariff, yet having regard to circumstances of excep­
tional nature of the case justifying grant of pattial 
~xemption from customs dt.ty on specified materials 
imported by the contractors for the execution of 
Nhava-Sheva !Port Trust, they issued adhoc orders in 
October 1986 exempting specified items to the 
extent indicated therein. This" however, does 
not detract from the fact that the concession in 
payment of customs duty afforded to the contractor by 
way of reimbursement of Rs. 73 lakhs was not war­
ranted by the terms of contract or the clarifications 
given in pre-bid conference, and, therefore, constituted 

irregular payment involving an extra contractual 
benefit to the contractor. It is significant to note 
that Government ::.>f India did not agree to give retros­
pective effect to their adboc exemption orders of 
October 1986 to cover the goods which were already 
imported before the issue of these orders. 

The Port Trust con.tended in June 1988 that the 
combined effect of the notification issued by the 
Ministry of Finance (October 1983) specifying 



Nhava-Sheva Project as a project under the heading 
84.66 (presently 98.01) of the Customs Tariff Act, 
1975 and the clarification given at the pre:tender 

meeting that the materials imported for the project 
would be entitled to concessional customs 
tariff subject to the condition that the project 
registration formalities are completed, was that the 
materials imported for the project would be eligible 
for project import concess!om. The Port Trust 
further stated that the question of obtaining refund of 
additional customs duty paid has been taken up with 
the Collector of Customs, Bombay. 

The matter was reported to Ministry in August 
1988; reply has not been received (October 1988). 

Paradeep Port Trost 

26. Procurement of a harbour tug 

A Calcutta based firm was awarded a contract by 
Paradeep Port Trust (PPT) in December 1978 for 
construction of one Boll~r<l Pull Harbour Tug (five 
ton) and delivery at Paradeep Port at a total cost of 
Rs. 28.56 lakhs (exclusive of excise duty and sales 
tax). The tug was to be completed and installed 
within 20 months i.e., l>y August 1980. Three· in­
~~alments agreegatiag Rs. 17.14 lakhs were paid by 
August 1980 to the finn by which time the tug had 
been constructed but the assembling of machinery 
and other final fittings were yet to be done. In 
December 1980 an advance of Rs. 5 lakhs was 
paid by PPT to enable the firm to procure the main 
engines and accessories for the tug, although payment 
of such advance was not stipulated in the agreement. 
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The engines a:Q.d accessories were bowe_vcr not ob­
tained by the firm and the tug remained incomplete. 
PPT decided in Decemb..!r 1982 to bring the vessel 
without engines from Calcutta to Paradeep on the 
ground that the firm was passing through acute finan­
cial crisis. Labour cha1ges amounting Rs. 0.80 lakh 
were paid by PPT in January 1983 on behalf of the 
firm before bringing the vesse! to Paradeep port. 
While closing the contract irt March 1985 a further 
amount of Rs. 0.20 lakh was paid to the firm for 
obtaining stability charts, dr:iwrngs etc. even though 
such payment was not stipulated in the agreement. 
After arrival of the vessel at Paradeep port in Janu­
a·ry 1983. PPT had to incur a further expenditure 
of Rs. 12.59 lakhs on purchase and fitting of engines 
and accessories to make thl' tug operational. Thus the 
tug bad cost Rs. 35.73 lakhs resultinJ in an extra 
expenditure of Rs. 7 .17 lakhs compared to the cont­
ract amount of Rs. 28.)6 lakhs. Recovery of this 
extra expenditure from the firm is remok. 

The tug was fina1ly commissioned in August 1984 
and has remained idle ~ince then resulting in block­
age of Rs. 35.73 lakhs. 

PPT stated, in Novemb.!r 1986 that the tug was 
ordered in 1978 keeping in view the mooring opera­
tions as well as operation of 300 ton hopper barges. 
The tug could not however, be used for conducting 
towage operati<?ns since mooring berth had not been 

, used by any vessel either for loading or discharging 
cargo through lighters and the 300 ton hopper !)arges 
were yet to be compkted (September 1988). 

The matter was reported to Ministry in August 
1988, reply has not been rece'.vcd (January 1989). 

--~---------...--.. 

(DHARAM VIR) 

Director of Audit-I, Central Revenues. 

·TN. t1,0(1-u"Y'--~.J,· 
New Delhi (T. N. CHATURVEDI) 

The 
Comptroller and Auditor General of India. 



Outstanding Utilisation Certificates 

Ministry/Department 

Agriculture and Co-operation 

Cilvi Aviation and Tourism 
Tourism 

CJmrnerce 

Energy Power 

External Affairs 

Finance 

(i) Economic Affairs 

(ii) Revenue 

APPENDIX-I 

[Vide sub-paragraph J (iii)] 

Period to 
which 
grants 
re late 
(up to 
September 
1986) 

Number of 
uti lisation 
certificate 
outstanding 
at the end 
of March 
1988 

- ---

33 

2 

l 976-77 
l 977-78 
l 978-79 
l 979-80 
l 980-81 
l 981-82 
J 982-83 
l 983-84 
J 984-85 
l 985-86 
1986-87 

l 976-77 
l 977-78 
1983-84 
l 984-85 
I 985-86 
J 986-87 

1984-85 
l 985-86 
l 986-87 

J 986-87 

J 985-86 
1986-87 

3 

29 
25 
72 
36 
27 
39 
61 

106 
J 52 
l 54 
40 

741 

Not received 

3 
3 

12 
30 
52 
65 

165 

Not received 

2 
7 

15 

24 
_....!... 

2 
2 

4 

~ 

Amount 
(in lakhs of 

rupees) 

4 

20.62 
37.49 

407.48 
264.82 
230. 78 
612 .58 
439.58 

1320.37 
l 532. 74 
l 819.14 
7760 .01 

14445. 61 

5.00 
2.90 

990.89 
631. 71 

l 676.65 
2834 . 71 

6141 .86 

22.29 
l 1.28 

212.56 

246.13 

0.01 

0.01 

0 .04 
6.75 

6.79 
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- --- -
2 3 4 

-----
Food and Civil Supplies 
(i) Civil Supply 1977-78 " .07 

1979-80 : oo .oo 
J 980-81 0.40 

1981-82 3 l.63 

1982-83 0 .25 

J 983-84 JI 11. 34 

1984-85 3 2.58 

1985-86 5 27.62 
-~ 

26 243 .89 
-----

(ii) Food 1976-77 3 l . 30 

1977-78 2 l .02 

1978-79 2. 00 

1979-80 0 .03 

1980-81 3 2.82 

1981-82 2 1.16 

1983-84 l 4 .00 

J 984-85 7 l 0 .97 

1985-86 5 4 .01 

1986-87 JS 51 .86 

43 79 .l 7 
~ -

Health and Family Welfare 
(i) Family Welfare 1976-77 24 10 .94 

1977-78 18 31 .47 

1978-79 l 3 31 .46 

1979-80 18 64 .15 

1980-81 32 102 . 36 

1981-82 48 ::40 .91 

1982-83 53 125.53 

1983-84 93 396 .22 

J 984-85 143 693.69 

J 985-86 125 l 069 . 74 
1986-87 24 148 . 73 

591 2915.20 

----
(ii) Health J 976-77 96 104 . 36 

1977-78 87 186.55 
1978-79 81 900 .47 
1979-80 138 275 .06 

1980-81 81 345 .04 
1981-82 129 :227.36 
l 982-83 149 832. 57 
1983-84 : 90 3773 .71 
1984-85 331 3740 .92 
1985-86 '2 63 8365 .55 
l 986-87 75 '2 377 . 75 

1720 23129 .34 



- ---·----- - --

---· - -----
Home Affairs 

Andam1n and Nicobar Administration 

Chandigarh Administration 

Delhi Administrat ion 

Huma.nResource Development 

(i) Culture 

(ii) Education 

(iii) Youth Affairs and Sports 

Industry 

(i) Petro Chemicals 

(ii) Public Enterprises 

(iii) Salt Commission, Jaipur 

(iv) Sm-111 Scale Industries 
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2 

1976-77 

1977-78 

1978-79 

1979-80 

198 0-81 

1981-82 

1982-83 

1983-84 

1985-86 

1987-88 

19 80-81 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

1977-78 

1978-79 

1979-80 

19 80-81 

1981-82 
1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

1980-81 
19 85-86 
1986-87 

1984-85 
1986-87 

-----··-------- ·--------- ----- ·--------------- - --



~6 

2 3 4 
-------·--. 

Iufortn1tion and Broadcasting 1976-77 2 40.00 
1977-78 2 5 .00 
1978-79 J 22 .18 
1982-83 1 4.22 
I 983-84 2 3. 37 
1984-85 3 68.00 
19 85-86 3 68.29 
I 986-87 7 74 . 68 

-----
21 330.74 

---
Lab:JUr 1985-86 16 J 3 . 07 

-----
16 13. 07 

-----
Law and Ju5tice 1981 -82 1 00 . 10 

1982-83 12 3 . 65 
1983-84 39 15. 01 
I 984-85 3 14 .16 
1985-86 31 14 . 61 
1986-87 16 5. 30 

----
129 52. 83 

----
P~rsonnel Public Grievances & Pension 1983-8< 3 1.25 

Personnel & Training 1984-85 3 0.95 

1985-86 7 1. 61 
1986-87 20 13.02 

- --
33 16. 83 

-----
Planning 
Planning Commission J 976-77 1. 67 

1977-78 2.78 
1978-79 l 4.56 

1979-80 1 9. 60 
1980-81 J 8 35.78 
1981-82 4 6. 79 
1982-83 I. 74 
J 983-84 7 1.98 
19 84-85 47 59.17 
1985-86 80 25.63 

1986-87 1 0.18 

----
J 62 149.88 

----
Social Welfare N ) t r.;c~ iv.!d 

Surface Transport (R0ads Wing) 1976-77 14 728 .00 
1977-78 J 7 888 .00 
I 978-79 52 2303.00 
1979-80 31 I 969 . 47 
1980-81 72 19 88. 79 
1981-82 62 1216.41 

19 82-83 39 1205 . 88 

1983-84 52 1769.91 
1984-85 37 1853. 76 

1985-86 SJ 1910.39 

1986-8 7 54 1668. 38 
-----

481 17501.99 
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--- --- ------- ··-- -
2 3 4 

------ --------·- - --- ---
Skcl1n<l M·n s 1930-81 2 4 . 96 
D p~ rtme nt uf Mines 198 1-8~ 9 60.70 

1 93~-83 J 0 .50 
1933-84 6 56.28 

---- -
18 122 .44 

- ----
Tex til s 1977-78 3 11 . 55 

J 978-79 40 I 5 l. 83 
1979-80 51 122 . 11 
193J-81 :!) 31 . 51 
1981-82 6 5.15 
19 8:?-83 32 38.92 
J 983-84 38 45.89 
1984-85 30 24.97 
J 985-86 5) 66 .14 
1936-87 9 12. 76 

- ----
288 511 . 43 

----
U ·brn D v.I pment N Jt rcce iv.:d 
Wat_ r R ' S'> utTes J 984-85 11 14.00 

1985-86 35 102.00 
1986-87 .. 368 . 00 

-----
48 484. 00 

----
G rand Tota l 6074 99520.56 

·- - --··- ·------- -- ---- ---- - -

MG IPRRND- 648 C & AG/89- 1-D- J 1-4-89- 2250. 




