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PREFATORY REMARKS 

This Repo1t has been prepared for submission to the 
President under Article 151 of the Constitution pending 
submission of the accounts of the Union Government for the year 
1978-79. 

2. The Appropriation Accounts of the Union Government 
(Civil) for the year 1978-79 are under preparation/finalisation 
by the Controller General of Accounts. Since the submission 
of the Appropriation Accounts for the year 1978-79 is likely to 
take a little more time, this advance Report is being submitted. 

3. This Report relates mainly to points arising from audit of 
the financial transactions of the Civil Departments of the Union 
Government. The caseg mentioned are among those which 
came to notice in the course of test audit during the year 1978-79 
as weU as those which had come to notice in earlier years but 
could not be dealt with in previous Reports; matters relating to 
the period subsequent to 1978-79 have also been included, 
wherever considered necessary. These include, amongst others, 
paragraphs on working of the office of the Joint Chief Controller 
of Imports and Exports, Bombay, Central Investment Subsidy 
Scheme, 1971, Cash assistance for export of deoiled rice bran, 
Minor Irrigation Schemes (Delhi Administration), Central 
Ground Water Board, Khadi and Village Industries Commi'iSion, 
Tribal Area Development Programme, Calcutta Port Trust, 
Visakhapatnam Port Trust and National Council of Educational 
Research and Trainin&. 

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

(v) 
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CHAPTER I 

CIVIL DEPARTMENTS 

Ministry of Commerce, Civil Suppli~s and Co-operation 
(Department of Commerce) 

1 . Cash assistance for export of deoiled rice bran 

During the process of rice mill ing, the layer round the 
endosperm is removed together with a portion of the polishing. 
This separated layer is called 'rice b ran'. By the olvem 
extraction process rice bran can yield 14 per cent of oil leaving 
84 per cent of deoiled rice bran. The deoiled rice bran is mai nly 
used as an ingredient for mixed feed for cattle, poultry and pigs. 
Extraction of rice bran oil was undertaken as part of the national 
programme for increasing the production of edible oils in th:: 
country in order to meet the shortfall'>. The total potential of 
rice bran oil at the r.nd of the 5th plan was estimated at 3.4 lakh 
tonnes. 

Jn July 1979, there were 103 r ice bran oil (besides other 
vegetable oil) processing units registered wi th the Director 
General of Technical Development (DGTD). The annual capaci ty 
for rice bran extraction was of the order of 15 .48 lak h tonnes of 
raw bran. The oil produced was mainly of industrial grade for 
consumption in the soap industiy, excepting a sma11 percentage 
of edible grade used in the manufacture of vanaspati. 

The quantity of rice bran precessed, rice bran oil and deoilcd 
rice bran produced during 1975-76 to 1978-79 are given below : 

Year R ice Rice Deoiled 
bran bran rice 

processed oi l b ran 
produced produced 

2 3 4 

1975-76 
( f n lakhs o f t o nncs) 

2 .65 0 .36 2 .20 
1976-77 5.40 0 . 70 4. 65 
.1 977-78 5.66 0 .80 4.8 1 
J 978-79 6 .60 0 .97 5 .60 -
Source : Solven t Extractors' Association of lntl ia (SEAi). 
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To encourage the production .and utilisation o'f rice bran oil, 
Government had given from time to time the following 
incentives :-

total exemption of excise duty (Rs. 112 per tonne) 
on the production .of rice bran oil since 1960; 

excise rebate on the use of rice bran oil in soap 
making (Rs. 350 per tonne of oil used) and in 
manufacture of vanaspati (Rs . 100 per tonne of oil 
used); 

provision of loans to rice mills (Rs. 7.5 crores to 
500 mi lls every year) at favournblc rates of intc·rest ; 

interest subsidy for export of deoiled rice bran under 
the Export Credit Scheme ; and 

cash assistance on exports of deoiled rice bran. 

The principal countries importing deoiled rice bran from 
India are Holland, Singapore, U.K., West Germany, Taiwan and 
Malaysia. The exports and internal consumption of deoiled rice 
bran during 1970-71 to 1978-79 were as follows :-

Year Exports F.o.b. F .o.b. Quantity 
( In Jakhs va lue unil sold 

of (Rs. in value loca lly 
tonnes) crores) (Rs. per (fn lakhs 

tonn e) of tonnes) 

(a) (b) (c) (d ) 

1970-7 l I .25 2. 20 j 76 0 . 19 
1971-72 1.69 2.99 177 0.40 
1972-73 1. 23 2. 68 218 0 .40 
1973-74 1.24 '4 .85 392 0 .34 
1'>74-75 1. 19 4 .46 374 0 . 35 
J 975-76 1. 95 8.91 457 0 . 35 
1976-77 4.07 23.00 565 0 .63 
1977-78 3.23 16 .07 497 I. 01 
J 978-79 4 .45 17. 96 403 1.10 
- - - --- --

Source : (a ,b,c) up to 1977-78 D irector Genera l, Commercia l Intell i-
gencc a nd Sta tis tics (DGCIS), 1978-79 SEAI, (d ) SFA I. 

-
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2. Cash assistance.--Cash assistance for export of deoiled 
rice bran was sanctioned in 1970-71 from the Marketing 
Development Fund (MDF) to bridge the gap between cost of 
production and f.o.b. realisation; it was d iscontinued between 
April 1971 and March 1975 and was reintroduced from 1975-76. 
The rates of cash assistance were as follows : -

P~riod 

I st April 1970 to 
31 st March 1971 
1s t April 197 1 to 
3Jst March 1975 

I st April 1975 to 
3 1st March 1976 

l stApril 1976 to 
3 lst March 1977 

I st April 1977 to 
3 1st March 1982. 

Rates 1 (in percentage of f.o.h. value) 

J 5 per cent for exports above 70,000 tonnes . 

Nil. 

15 per cent for exporls above I lakh tonnes. 

1 7-~ pe~cent for exports above I lak h lonnes 
provided exports reached I . 5 lakh tonnes. 

12,\- per cen: subject to the exports being 
not less than 3 lakh :onnes during 1977-78 
to 1978-79 and 3 . 5 lakh tonnes dur ing 
1979-80 to 198 1-82. 

3. Cash assistance decision from 1970-71 to 1974-75 

3.1 In 1969 , the Board of Trade Sub-committee on oil 
seeds, oils and oilcakes recommended cash assistance on deoiled 
rice bran at the rate of )5 per cent of f.o.b. value. The cost 
data furnished by the exporters of deoiled rice bran were 
examined by the DGTD who held (fanuary 1970) that it was 
difficult for him to check the cost data as the price of rice bran, 
which varied from State to State, was dependent on the quality 
of bran, but observed that there was a case for cash incentive a~ 
there was an element of loss in exports and that the cost of rice 
bran and processing charges assumed by the exporters were quite 
reasonable. Thus, even though the DGTD could not check the 
cost data, he made the erroneous observation that the processing 
charges assumed were reasonable. In May 1970, the Mini<try 
of Finance agreed to the proposal of cash assistance at the rate 
of 15 per cent of f.o.b. value for . exports above 70,000 tonnes 
with a view to encouraging production of rice bran extractions 
and oil. One of the conditions of cash assistance was that exports 
were to be canalised through the SEAL 
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Formal sanction for the grant of cash assistance for exports 
from l st April 1970 to 3 1st March 1971 was issued in 
December 1971, i.e. nine months after the close of the fi nancial 
year with retrospective effect as an assurance had been given to 
the trade in June 1970; and on the exports for 1970-71, 
R s. 14.47 lakhs of cash assistance were paid in March-June 
1973. The Ministry of Commerce stated (December 1979) 
that the issue of formal orders was kept pendi ng for fi nalisat ion 
of institutional arrangements and that the formal sanction wa 
issued in December 1971 in continuation of the earlier assurance 
of Ju ne 1970. 

3.2 In August 1971 , the Ministry of Commerce made out a 
-case for extension of cash .:tssistance for the year 1971-72. After 
analysing the co~t data ea rl ier examined by the DGTD. the 
Ministry of Finance observed (March 1972) that there was no 
justification for grant of cash assistance as there was no loss in 
the exports. 

The matter remained under correspondence bctwen the SEAT, 
the Ministry of Finance and the Ministry of Commerc~. On 
analysis of the cost data furn ished by the SEAI in Jun;:: 1972, 
the Ministry of Finance ob5erved (July 1972) that they could 
not verify it as it appeared to be based on some "hypot helical'' 
figures; in the cost data furnished (August 1973 ) by · the SEAT, 
the Ministry of Finance found r.o loss. Since the SEAI could 
not produce reliable cost data to p rove loss in exports of deoiled 
rice bran , no cash assistance was granted for exports during 
1971 -72 to 1974-75. 

4 . R e-introduction of cash assistance in 1975.-ln Dec~mber 

1974, the SEAI submitted statement showing the cost of rice 
bran processing and realisa~ion on the sale of oil and extractions 
for the period January 1974 to August 1974 in justification for 
its claim for cash assistance. According to this statement, while 
processing of r ice bran was shown as profitable to the extent 
of R s. 51 to Rs. 53 per tonne in two months, there was loss of 
Rs. 20 to R s. 103 per tonne dur ing the remaining six months. 

-.. 
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The f.o.b. realisation for these 8 months as adopted by the SEAl 
varied from Rs. 251 to Rs. 307 per tonne (average Rs. 282 per 
tonne) , whereas according to the statistics published by the 
Director General, Commercial Intelligence and Statistics 
(DGCIS), the f.o.b. realisation ranged from Rs. 300 to Rs. 559 
per tonne (average Rs. 369 per tonne) . The average f.o.b. 
realisation for th.! previous year, i.e. 1973-74 w.as Rs. 392 per 
tonne. The cost data were not based on the records of any 
reoresentative unit. 

In their proposal, the Ministry of Commerce maintained 
(February 1975) that exports of deoiled rice bran were falhg 
after 1970-71 due to withdrawal of cash assistance. ·n ey held 
that deoiled rice bran required sales promotion and export 
acceptance by the buyers and recommended cash assistance of 
Rs. 60 per tonne of exports above 80,000 tonnes and 10 per cenl 
of f.o.b. value as market development assistance. 

The Ministry of Finance reiterated (Februarv 1975) that it 
was not advisable to re-introduce cash assistance on an ad hoc 
basis without a proper detailed ccst study by the Cost Accounts 
Branch. They, however, stated that in case the Ministry of 
Commerce felt strongly that the cash assistance should be 
introduced without waiting for detailed cost study, it could be 
introduced at the rate of 15 per cer.t of the f.o.b. value over 
1.15 lakh tonnes of exports provisionally subject to adjustment 
on the basis of r ate that might be fixed after detailed cost study. 

The Cost Accounts Branch of tbe Ministry of Finance observed 
(February 1975) that the cost data furnished by the SEAI were 
not susceptible of verification by it and from those figures the 
overall position of cost and realisation for the entire period or 
for 1974 could not be worked out. In March 1975, the Maio 
Marketing Development Fund (MMDF) Committee considered 
the matter and decided to grant cash assistance at 15 per cent 
of the f.o.b. value of exports in exc~ss of the first one lakh 
tonnes. The Committee directed that detailed cost study be 
completed in any case before September 1975, on the basis of 
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which the rate ot cash assistance could be reviewed or revised 
for prospective application. 

On 19th April 1975, the Ministry of Commerce issued a 
sanction stipulating, inter alia, that :-

the cash assistance would be admissible only lo 
exporters registered with the SEA! and on exports 
routed through the latter which would submit a 
single consolidated application for cash assistance to 
the Joint Chief Controller of Imports and E xports 
(JCClE) , Bombay, by 30th June 1976 along with 
prescribed documents; 

the amount of cash assistance was to be calculated 
on the basis of export figures of the D GCIS, 
Calcutta; 

the cash assistance was subject to review on the basis 
of detailed cost study to be completed before 30th 
September 1975, Government reserving the right to 
reduce or withdraw cash assistance even before 
3 l st March 1976 ; and 

change in the rate would have no retrospective effect, 
but would be made applicable prospectively. 

Ou 17th October 1975, an am.:-ndment was issued laying 
down that cash assistance would be admissible on the bas:~ of 
export figures furnished by the SEAI or DGCIS, whichenr were 
less. 

5. R esults of cost study for l 975-76.-In pursuance of the 
decision of the MMDF Committee, the SEA[ was asked in 
April 1975 to furnish the names of five rice bran processing units 
which might be _wp.ling for the cost study by Government Cost 
Accountants. Without furnishing the cost· data, the SEA! stated 
in September and December 1975 that the case was based 
on the need for developmental assistance and not en the plea of 
losses incurred by the industry. The Ministry of Commerce 

.. 
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pointed out (January 1976) that the decision for grant of cash 
assistance was based on both marginal profitability and the 
possibility of expansion of exports. T he SEAl was also told that 
in case the industry was making high profits, there would be no 
case for developmental assistance also and if the SEAI persisted 
in its attitude, Government would be left with no alternat ive but 
to accept the recommendations of the Ministry of Finance to stop 
cash assistance. In January 1976, the SEAT fu rnished names of 
three representative units for ~ost study. 

Instead of proceeding further with the cost study, the Ministry 
of Commerce proposed (March 1976) to make the provisional 
sanction for 1975-76 valid as final sanction and not to pursue ... 
the cost study. The Ministry cf Finance did not agree as the 
precondition of cost study was not waived by the MMDF 
Committee. In November 1976, they asked the Min i try of 
Commerce to withhold the payment of cash assistance till the 
cost study was completed, but no orders to this effect were 
issued by the Ministry of Commerce. H ad such orders been 
issued, payments of cash assistance would have been withheld by 
the JCCIE. 

The SEAI furnished the cost data only in January 1977 
although it was asked to do so in April 1975. According to the 
cost study reports in respect of firms 'A', 'B' and 'C' (April-!\1ay 
1977), return on capital of 'A' and 'B' expressed as percentage 
of capital during 1973-74, 1974-75 and 1975-76 and average 
f.o.b. cost and average f.o.b. realisation for 1975-76 (in case of 
'C' for 1976) were as under : 

Percentages of return on capi tal Average 
f.o.b. 

1973-74 1974-75 1975-76 cost 
per tonne 

Rs. 

(Profit before interest charges, tax and bonus) 
'A. 16. 6 27 .3 11.7 351.22 
'B' 18 .5 36 .2 27.0 ) 16 JI 
'C' 340 93 

(Source : Reports o f Cos t Accounts Branch ). 

Average PenentaQe 
f.o.b. of profit 

realisa tion on f.o.b. 
per tonne cost 

Rs. 

429 27 
346 .00 
5 11 . 70 

22 . ~ 
9. -

50 . 1 



8 

The Cost Accounts Branch observed (February 1978) that 
the 3 units. cost of production of which was studied, were 
representative of the industry as their exports during 1975-76 
were about 30 per cent of the total exports and that there existed 
no case for any cash assistance on the exports during 1975-76. 

Before the cost study reports were received, the JCCIE, 
Bombay disbursed cash assistance amounting to Rs . 52 lakhs in 
December 1976 and Rs. 4.22 lakhs in March 1977 on the basis 
of the claims sent by the SEAI on expor ts made during 1975-76; 
balance of Rs. 1.57 lakhs was paid in May 1979. Thus, 
Government did not invoke its right to withdraw cash assistance 
even when the SEAi did not furnish cost data for completion of 
cost study before 30th September 1975 . Had Government 
invoked its right to withdraw the cash assistance when cost study 
was not completed by 30th September 1975 and had orders been 
issued by the Ministry of Commerce as advised (November 
1976) by the Ministry of Finance to withhold payments of cash 
assistance, the aforesaid payments (Re;. 56.22 lakhs) would not 
have been made by the JCCIE. Besides, although the sanction 
was provisional, no specific b0nd for claiming refunds of payments 
already made was taken from tee SEAi while disbursing cash 
assistance in December 1976 aud March 1977. 

The Ministry of Law, whose advice was sought in March 
1978, observed (April 1978) that: 

"The Gover'nment reserved its right to reduce or 
withdraw cash assistance even before 31st March 1976 
provided, however, that such change in the rate of cash 
assistance was not to be given retrospective effect . .. . . . 

. . .. . .. .. .. .. . .. .. .. . even though 30th September 
1975 expired, no commun:cation was sent to the 
Association (SEAI) to the effect that since it wgs 
not cooperating is giving information (on the biisis 
of which cost study could be made), the cash 
assistance contc::mplated under letter dated 

-

' 

• 
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19th April 1975 was not to be given .............. .. . . 
Not only this, it appears that on 17th October 197'5 
the Government sent ri letter to the AssocialicM 
purporting to substitute clause (f) of the letter dated 
19th April 1975 by a new clause . Th is could show 
that the Government not only did not elect to put 
an eutl to the scheme of cash assistance . .... .. . .. .. . . . 

· but also ai:quicsced in that lett0r and the scheme 
remaining in force ~ven after the expiry of 30th 
September 197 5. 

In its telex message dated 6th December 1975, 
the Government said that the non-cooperation of the 
A ssociation in corrying out cost study ..... . . . ... . . .. . .. 
may result in suspension of cash assistance . ... ... .. . 
. . .. . .. .. . . . . . . no suspensi.on of cash assistance was in 
fact made even thereafter. In fact, in terms of the 
letter dated 19th April 1975, the Association would 
have submitted a single consolidated application for 
the grant of cash assi ; ~a nee .... .. ..... .. .. .. .. ... ...... . 
by 30th September 1976, . .. .. ........ ........ ...... . 
a portion of cash assistance, namely Rs. 52 lakhs 
was given in December 1976 and another Rs. 4 .22 
lakhs were paid in March 1977 . ........... This 
would be further ev!Jence of acquiescence on rhe part 
of the Government. 

In view of the above, it does not appear to be 
legally permissible to deny cash assistance ........... . 
............. .. for the exports made during 1975-76." 

It was accordingly decided (June 1978) on the advice of the 
Ministry of Finance that Government would take into account 
the fact of overpayment and would try to lower the rate of cash 
assistance suitably for 1979-80. No action was, however, taken 
on this decision. Thus, by not implementing the decision of the 
MMDF Committee for getting the cost study done before 
S/l AGCR/79- 2 
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30th September 1975, the Ministry of Commerce made unjustilic<l 
payment of Rs. 57. 79 lakhs to the SEAI on the baiis of 
provisional sanction of 19th April 197 5. 

6. Sanction of cash assistance for 1976-77 .- .Jn January 1976, 
new guidelines for sanctioning of cash assistance were issued 
which necessitated review of the existing cash assi ·tance rates . The 
int.or-ministerial committee on cash assistance in its meet~ in 
March 1976 decided to continue the existing rates of ca h 
assistance up to 30 th June 1976 only. In the case of deoilcd 
ric.o bran, the agenda paper circulated for the meeting indicated 
that cash assistance at 15 pu cent of the f.o.b. value bad been 
allowed on exports of deoiled rk:e bran made during the year 
1975-76 subject to the condition that exports of first one lakh 
tonne would not qualify for cash assistance. The Committee 
decided to grant cash assistance at the rate of 17.5 per cent of 
f .o.b. value provided exports during 1976-77 were not lesi than 
1.5 lakh tonnes; exports of the first one lak:h tonnes did not 
qualify for assistance. Sanction of ca5h assistance was issued in 
March 1976. 

While submitting the proposal for the continuance of cash 
a~i;istance for the year 1976-77 to the inter-ministerial committee. 
the condition, that the cash assistance for 1975-76 was provisiona l 
and was subject to detailed cost study to be completed before 
:iOth September 1975, was not mentioned in the agenda papers. 
Thus, by not indicating the condition of cost study, wruch could 
not be conducted till March 1976 due to non-cooperation of the 
industry, full facts of the case were not brought to the notice of 
the committee. Had the aforesaid positio'n been brought before 
the committee, it might not have sanctioned the cash assistance 
by overruling the decision of the MMDF Committe~. as was done 
in a similar case of dehydrated onions where the condition of 
cost study was mentioned in the agenda papers of 18th March 
1976 and the committee did not agree to the continuance of cash 
assistance. 

The criteria of cash assistance were changed in January 1976 
from compensation for loss to development assistance. But the 

J 
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tax~et was fixed at 1.5 lakh tonnes which was lower than the 
actual exports of 1. 95 lakh tonnes of the previous year 
(1975-76) . Thus, a lower target than the previous year's export 
podormance was fixed, but the rate of cash assistance was 
increased from 15 to 17 .5 per cent of f.o .b. value; this was done 
notwithstanding the fact that in January 1976, the Ministry of 
Commerce had clearly indicated to the SEAI that if the indu11try 
wu making high profits, there would be no case for develnpmcnt 
subsidy also. 

As per published figures of the DGCIS, Calcutta, the average 
f.o.b. realisation WM Rs. 374 per tonne in 1974-75 and 
!ti. 457 per tonne in 1975-76. The profitability of the exports 
was not, however, examined before extending cash assistance for 
1976-77. Thus, there was hardly any justification in March 1976 
foe the grant or cash assistance (which amounted to Rs. 3.07 
ocores during 1976-77) before the completion of cost study. 

7. Sanction of cash rusistance for 1977-78 and 1978-79.­
While the cost study for 1975-76 was still being conducted by 
the Cost Accounts Branch of the M inistry of Finance, the M inistry 
of Commerce proposed (February 1977) the grant of Caliih 
Assistance for three years from 1977-78 to 1979-80 at the rate 
of 20 per cent of the f .o.b. value over the exports above one lakh 
tonnes subject to a minimum export ceiling of 3 Jakh tonnei; . 
In February 1977, the Cash Assistance Review Committee 
(CARC) agreed to grant cash a3Sistance at the rate of 12t per cent 
Of f.o.b . value for l 977-80 on the condition that exports should 
n ot be Iese; than 3 Jakh tonnes. The reasons for abandoning the 
flooc level of one lakh tonnes were not indicated in the decision. 
Sanction for cash assistance was. however, issued ( April 1977) 
for the year 1977-78 only. 

In reply to an audit query as to why t11e Boor level of 
ooe lakh tonnes was given up, the Ministry of Commerce stated 
(August 1979) that the cash assistance was reduced from 
17.5 per cent to 12.5 per cent and it was allowed on every tonne 
of deoiled rice bran exported. While tbe rate was reduced, 
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there was no reduction in the over-all quantum of cash assistance 
paid and it proved more advantageous to the exporters. The 
SEAI claimed cash assistance for exports during 1977-78 at the 
rate of 12.5 per cent on Rs. 14.80 crores being the f.o.b. value 
of 3.09 Jakh tonnes of deoiled rice bran, which worked out 
to Rs. 1.85 crores whereas calculated at the rate of 17.5 per cent 
on 2.09 lakh tonnes (after deduction of proportiomte f.o.b. value 
of one lakh tonnes) , it came to Rs. 1.75 crorcs only. Thus, 
without making any comparative study of the amount of cash 
assistance payable on the old as well as the revised basis with 
reference to exports (value : Rs. 23 crores) iu 1976-77, and by 
giving up the floor level of the first one lakh tonnes of exports, 
Govcnrn1ent had to pay cash assi!>tancc of Rs. I 0 lakhs mort: for 
exports during 1977-78. 

It may be mentioned that the average unit value realisation 
per tonne on exports of deoiled rice bran increased to Rs. 565 
per tonne in 1976-77 from Rs. 457 per tonne in 1975-76. This 
a pect of profitability was not kept in view while extending the 
cash assistance for 1977-7 8. 

The proposal for grant of cash assistance for exports during 
1978-79 was not submitted to the CARC as it had, while 
agreeing to the cash assistan::e for 1977-78, agreed in principle 
to extend the cash assistance till 1979-80. However, the 
Ministry of Finance observed (March 1978) on the proposal that 
the cost study undertaken for 197.'i-76 had not established any 
loss in exports, that the exports were already lucrative, and tp.at 
the need for cash assistance required fresh review by the CARC. 
It was decided (March 1978) by the Ministry of Commerce 
that 'a quick cost review' bringing out the justification for cash 
assistance wou ld be taken up before 30th June 1978. The 
sanction for cash assistance for 1978-79 was, however, issued 
on 3rd April 1978 and it contemplated a review to be completed 
before 30th June 1978 on the basis of 'detailed study'. The 
information supplied by the SEAT in May 1978 indicated that the 
exports were made at losses r:mging from Rs. 7 1 to Rs. 204 
pr r tonne during 1975-76, from Rs. 31 to Rs. 159 during 1976-77 

-
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and from Rs. 109 to Rs. 231 per tonne during 1977-78. The 
Ministry of Commerce analysed the data and recommended 
(May 1978) extension of cash assistance for the whole yQar 
1978-79. 

T he Ministry of F inance ob<>ervcd l June 1978) that it was 
difficult to imagine that the industry was exporting at a Joss or 
Rs. 100 per tonne even after taking into account the cash 
assistance. They held that the data furnished by the SEAL 
could not be accepted unless cc rroborated by the Cost Account s 
Branch of the Ministry of Finance. The cost study for l 975-76, 
which was conducted durin.i: March-May I 977, had shown no 
loss and that there was no justification for the cash assi:<>tancc. 
They advised that a proper cost study wculd be nccesc:ary for the 
continuance of the cash assistance. 

In June 1978, a meeting of the Ccmmittee of Secretaries was 
held wherein a general decision was taken that more emphasis 
should be laid on development of market need than on f.o.b. 
realisation vis-a-vis cost of manufactu re. Jn September 1978. 
the CARC considered the case where the rcprese ntativ.: t>f the 
Ministry of Finance again observed that . ince the oil prices had 
gone up. it was profitable to export th i.: by-pro<luct~ a nd that the 
cost study undertaken earlier had not justified the grant o{ cash 
assistance. Nevertheless, the CARC decided to extend the cai-h 

assi lance up to 3 1st March 1979 and dcsircu that beyond that 
date the case would be examined under new criteria framed for 
the period J 979-80 onwards. 

8. Cash a1·~ista11ce for 1979-82.-0n th l! recommendations 
(January l978) of the Alexanc~r Ccmmittec, the pa ttern of cash 
assistance was to be revised . The Alexander Committee, while 
recognising the promotional role of cash assistance in the country's 
export efforts, recommended that cash assistance should be given 
for a limited period only. On the basis of recommendation'> of 
the Ministry of Commerce for grant of cash assistance at 1.5 per 
cent of f.o.b. value for 1979-82, the CARC decided to grant 
cash assistance at 12.5 per cent of f. o.b . value for a period of 
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three years. Accordingly, sanction was issued to this effect in 
January 1979. The sanction did not contain any provision for 
withdrawal, reduction or revision of the rate of cash assistaace. 
It would be seen that deoiled rice bran was being exported from 
the country for the last 15 years and cash assistance had been 
continuing since 1970-71 except for 1971-72 to 1974-75{ this 
was contrary to the recommendations of the Alexander 

Committee. 

9. Dome.Hie requirements vis-a-vis t!:rports of deoiled rice 
bran.-The Nation.al Commission on Agricul ture estimated that 
in 1978-79 the requirement of concentrates for cattle and 
poultry feed would be 25.445 million tonnes; the total avail­
abil ity had been estimated at 16.464 million tonnes leaving a 
gap of 9 million to1mes. The Commission recommended (1976) 
th.at livestock feed which includes rice bran should be diverted 
from exports and fed to high producing livestock. The 
Alexander Committee had also recommended (January l 978) 
that in respect of products of agricul tural origin it would be 
necessary to limit exports to specified quantit ies . 

At the time of re-introduction of cash assistance in 1975-76, 
in the Policy Advisory Committee meeting held in January 1975, 
the representat ive of the Ministry of Agriculture had indicated 
that the exports of deoiled rice bran would raise the domutic 
price of p oultry feed :ind might affect the poultry J evelopmenl 
in the country. H owever, when the policy on cash assimance 
on deoiled rice bran was d iscussed in the meetings of the 
MMDF Committee and the CARC held in March 1975, March 
1976 and February 1977, the representatives of the Ministry of 
Agriculture were not invited by the Ministry of Commerce. The 
Ministry of Agriculture recommended ( May 1977) to the 
Mini!try of ConunC'rce restriction on exports of deoiled rice bran 
up to 1.5 lakh !Qnnes during 1977-78 and to withdraw ca3h 
incentive as it increased the domestic prices. In the CARC 
meeting held in September 1978, the representative of the 
Ministry of Agriculture observed that instead of subsid~ing 
exports of deoiled rice bran, its production should be encouraged 

-
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1- lo increase its domestic use within the country. The Min istry 
- of Agriculture bad also objected (March 1977) to the proposal 

of exemption of export duty on the deoi1ed rice bran . 

.._ 

Notwithstanding the aforesaid position, the Ministry of 
Commerce, while recommending the cash .assista'nee had all 
along estimated the demand of deoiled rice bran within the 
country below one Jakh tonnes and permitted unrestricted 
exports. The exports of deoiled rice bran during 1975-76 to 
1978-79 were between 67 per cent and 89 per cent of the total 
production. 

:',MUL (Kbaira District Co-oper.ative Milk producers 
Union Ltd. Anand), which is the major producer of milk pro­
ducts ?nd supplies pasteurised milk to the Mother D airy, Delhi, 
GrC(ater Bombay Milk Scheme and the Defence Services, repre­
se'nted on 19th May 1979 to the Ministries of Commerce and 
Agrjculturc about the scarcity and price rise of deoiled rice 
bran due to the exports. It had indicated that the prices of 
dcoiled rice bran had gone up from Rs. 350 per tonne in July 
1978 to R s. 625 in May 1979 .and had requested not only for 
abolitjon of cash incentives but also for levying export duty to 
enab]e local feed manufacturers to purchase feed ingredients at 
rca~onable rates. 

The Ministry of Agriculture stated (June 1979) in reply to 
<tn ~udit query that " exports of agricullural commodities includ­
ing livestock feeds are controlled by the Ministry of Commerce 
and this Ministry has been constantly suggesting lo the Ministry 
of Commerce for imposition of quota restrictions on the export 
of deoiled rice bra·n. It appears that the Ministry's advice bad 
not bce'n heeded by Ministry of Commerce .... Exports of precious 
raw material such ;l·S livestock feed whkh are required in<li­
gen'ously would be against the national interest .... The Depart­
ment of Agriculture is against providing cash incentives for 
export of livestock feed. This matter has already been com­
munic,ated to the Ministry of Commerce. . . . Exports of rice 
bran should be immediately brought under quota restriction". 
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evertheless, cash assista nce on exports of deoiled rice bran 
has been decided to be continued up to 198 1-82. 

JO. Ex port duty levied 0 11 the deoifed rice bra11 .- Prom 
22nd J anuary 1977 to 13th M ay 1977, export duty at the rate 
of R s. 125 per tonne was M-nposed on the exports of deoiled 
rice br.an. An amount o'f Rs. 1 .54 crores was recoverable from 
the exporters of deoiled rice bran, out of which only Rs .1 6 
lakhs could be recovered during the period ; the balance was yel 
to be recovered (30t h June 1979). T he exporters had boo'n 
representing for exem ption from the payment of export d uty. 
On 30th July 1977, the Ministry of Commerce took up the 
ma tter with the Ministry of Finance for retrospective exemption 
on the ground that the exporters were being paid cash assistance 
for promoting exports . The M inistry of Finance held (August 
1977) th;u post-export adjustment of duties wa.; no t possibfe 
a nd suggested that if exporters incurred a loss, the M ioistry 
of Commerce could consider compensating them by cash 
a si tance. 

T he SEAi was, accordi11gly, asked to submit the cost data 
which were received in October 1978. T he SEAi indicated a loss 
of Rs. I 07 to Rs. 179 per tonne ; the cost data we-re not with 
reference to the records o'f any representa tive unit. T h<: Cost 
Accounts Branch of the Ministry of Finance, while analysin g 
the cost da ta, observed (June 1979) that the SE Ai had overstat­
ed the processing charges and cert.ain recoveries available had 
not been adjusted while working out the Joss. T hey held th.at 
if these facto rs were taken into account there would be a profit 
of R s. 46 l o Rs. 65 per tonne for J anuary 1977 to M ay l 97"{. 

Rejecting the case for re-imbursement of export duty from 
the MDF, the Ministry of Finance held (July 1979) that the 
data furnished by the SEAT were unrealistic a nd that the cost 
stud y for the year 1975-76, which was completed in Macch­
May 1977, bad already proved that the exporters were overpaid 
Rs. 57.79 lakhs as cash assistance for 1975-76. 

-
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11. Quantum of cash assista11a and other be11efi1s to expor­
ters.-Exports of dcoilcd rice bran amounting to R s. 68 .14 
crores had been made during the years 1970-71 and 1975-76 to 
1978-79 on which cash assista nce would work out to Rs. 7 .91 
crores o~t of which a sum of Rs. 5.57 crores had been paid till 
July 1979. In addition, excise duty forgone on production o f 
4.06 lakh tonnes of rice bran o il during thc years 1970-7 l to 
1978-79 amounted to R s. 4.55 crores. Besides, rebate iu e,,;cisc 
duty for use o f rice bran oil in production of vanaspa!i :111d .·oap 
amounted to Rs. 2 .94 crores during 1971 -72 to 1977-78. 

lo spite o f all these concessio ns, no re. earch anJ develop­
ment work to increase the production of edible gr.ad..: rice bran 
o il bas been undertaken by the industry; hulk of ihc o il pro­
duced is of industr ial grade and used in soap industry. 

1 t was noticed in audit that o ut of the I 03 n ee bran 
processors, m ajor share of exports ( 68 to 83 per cm/ ) and 
cash assistance ( 69 to 82 per cent) went to 15 lead ing processor~ 
a nd 19-21 merchant-exporters o nl y d uring 1976-77 lo 1978,.. 79. 

12. Distrib11tio11 of cnsh assista11ce.- According lo the 
sanctions for cash assistance on exports o f deoilccl rice bran 
issued from 1970-71 , cash assistance wa~ to b<: dr~1w11 by the 
SEAT thrnugh a single consolidated cl aim . However, Govern­
ment had not laid down any guidel ines regarding th.: ac tual 
manner of distributing the cash assist:rncc ::i mnng the .;'{porters . 
For the years 1975-76 and 1976-77. when cash ass i~t aw.:c was 
admisi;ible on the exports above the first 0 110:: lakh tonne . . the 
SEAi distributed the cash assistance on tonnage b;~<;i:> for 
1975-76, but adopted f.o.b . value basis for 1976-77 and 
1977-78. The Ministry stated (December 1979) that from 
1977-78 onwards cash assistance was admissible on evt!ry tonne 
ol' export as a percentage of f.o.b. value. Dist ribution hould, 
therefore, be strictly in accordance with the quantity e'(porlcd 
by each exporter. 
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13·. Summing up : 

T he following are the main points that emerge :-

F or encouraging production of rice bran oil .and 
promoling export of rice bran extractions, G ovor.n­
meot provided incentives of total exemption of 
excise duty (Rs. 4 .55 crores from 1970-71 to 
1978-79) for production of rice bran oil, excise 
rebate ( Rs. 2.94 crores from 1971-72 to 1977-78) 
to soap and va'naspatj industry for use of rice bran 
oil , interest subsidy for export of extractions aud 
cash assistance (R s. 7 .91 crores up to 1978-79 ) 
on exports of the extractions during 197().. 71 .and 
1975-76 to 1981-82. The latter was introduced 
in I 970-7 1 without cost studies. The cost d~ta 
furnished by the trade in 1969 was not based on 
the records of any representative unit, but was 
based on assumed figures which, when analysed by 
the Ministry of Finance in 1971-72, proved 110 

loss, but confirmed profitability of exports; .cash 
assistance for exports during 1970-71 was Jiven 
( December l 971) retrospectively ; payment of 
Rs. I 4.4 7 lakhs ( made in March-June 1973) for 
1970-71 was, thus, unjustified. 

Cash assistance was suspended during the yoar.s 
1971 -72 to 1974-75 following the cost studies which 
showed profit. But it was again introduced from 
1975-76 and made operative up to 1982 without 
any cost study in spire of the advice of the Ministry 
of Finance to the contrary. Government failed to 
invoke its right to suspend cash assistance before 
30th September 1975, which resulted in uojustiied 
payment of Rs. 57. 79 lakhs made on the basia of 
provisional sanction which stipulated a pre-reqlliaitc 
condition of cost study before 30th September 1'75, 

-
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Cash assistance for 1976-77 was sanctioned bv 
the inter-ministerial committee without condi tio n of 
cost study se t by the MMDF O>mmittce bci1'g 
brought to its notice by the M inistry of Commerce ; 
exports amounting to Rs. 68. 14 crores during 1970-71 
and 1975-76 to 1978-79 att racted cash assista nce of 
Rs . 7.9 1 crorcs which was not justified. 

Abandonment of floor level and reduction in the 
rate of cash assistance in 1977-78 was m ore ad­
vantageous to the exporters and involved additional 
payment of R s. 10 lakhs. 

Unrestricted exports of deoiled rice bran till 1982 
had been allowed contrary to the advice o f the 
Ministry of Agriculture, which recommended restric­
tions on exports, since it was adversely affec ting the 
poultry and dairy development programmes of the 

country. 

As a result of export duly levied (January 1977) 
on this item , an amou'nt of R s. 1.54 crores was· 
recoverable from the exporters; only R s. 16 lakhs 
had been r ecovered so far (30th June I 979). 

No guidelines were issued by Government for the 
d istri bution of ca h .assistance by the SEA i to 
the indjvidual expo rters. 

2. Working of the office of the J oint Chief Controller of l1uports 
and Exports, Bombay 

The Join t Chlef Controller of Imports and Exports (JCCIE), 
Bombay has jurisdiction over the whole of Maharashtra and paFt 
of Madhya Pradesh. His main functions are : 

! ' 

to issue import licences ; 

to watch compliance with export obligations, if any, 
against the import licences ; 

to pay cash compensatory support and to grant 
replerushment benefits to registered exporters ; and 
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to enforce recovery of cash compensatory support 
where the Reserve Bank of lndia (RB I ) report-. 
non-realisation of foreign exchange against a.--.-.isted 

exports. 

During 1976-77, 1977-78 and 1978-79, payments of cash 
compensatory support totalling Rs. 44.18 crores, R s. 69 .98 crores 
and R s. 95 .85 crores respectively were made by the JCCIB, 
Bombay in respect of exports of var ious items. 

2. A test-check of the accounts and related records maintained 
by the JCCIE conducted during Novembe-r J 978 to August 1979, 
disclosed the following points 

No11-e11force111e11t of export obligations.- ( a) Prior to 1970, 
there was no uniformity in fixing export obligations against import 
licences for capital goods or in fhing the amounts for bonds/ 
agreements executed by the licensees. For instance. i11 ome 
cases , the export obligation was expressed as a percoota.gc of 
production resulting from the imported machinery ; in others, 
it was indicated with reference to the value of the machinery. 
Similarly, the amounts of the bonds/agreements were omctimes 
fixed with reference to the value of the import licence~ and 
sometimes with reference to the quantum of export obligations. 
In some cases, simple understandings on plain paper without 
any penalty clause therein were obtained . 

On the fai lure- of the licensees to fu lfil their export obligat ions, 
penalties equal to the amounts of bonds/agreements were required 
to be recovered from the defaulters. A few cases of non-recovery 
of penalties (Amount : Rs. 159.69 lakhs) arc mentioned bcl~w .: 

(i) Against a n import licence for Rs. 24.95 lak h.{ granted 
to it in July 1967, firm 'A' was required lo export 
chipboards (1 2,240 tonnes in quantity or Rs . 109.55 
lakhs in value, whichever was less) within ten years 
starting from one year after the commencement of 
commercial production by it. No date fo r commence­
ment of the production was, however, indic ted in 

-
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the licence. For fulfilment of the export obligation, 
a bond supported by a bank guarantee for Rs. 10.60 
lakhs, valid up to 29th October 1972, was obtajned 
from firm 'A' ; it failed to furnish any evidence of 
exports or to keep the guarantee alive, as required, 
by getting it renewed from time to time by the bank 
after 29th October 1972 till the export obligation 
was completed. On a reference by the JCCJE to 
the Ministry of Law in September 1975 \. i.e. nearly 
three years after the expiry of validity of the bond/ 
guarantee) for advice, that Ministry observed tJlat 
" it is unfortunate that timely action was not taken 
in e·n'forcing the bond . .... .. . ...... ... .. . Since 
no suit was fi led during the period the bank guarantee 
was in force. no useful purpose is likely to be ~erved 
by filing a suit against the bank. Action, howe·ver, 
would be possible against the company, being the 
importers, for failure to get the validity period of 
the bank guarantee extended" . Although, nearly 
four years had elapsed since then, no action had been 
taken by the department against firm 'A' so far 
(September 1979) with the result that there had 
been no recovery of Rs. 10.60 lakhs for non-fulfil­
ment of export obligation. 

( ii) Firm 'B', which was granted licence for Rs. 29.06 
lakhs in February 1964 for import of certain 
machinery, was required to export hardboard equal 
to 5 per cent of its additional production resulting 
from the imported machinery during third to fifth 
year and 10 per cent during sixth to tenth year after 
commencement of the expansion programme. A 
bond supported by the Directors' personal guarantee 
for Rs. 29.06 Iak.hs, valid for thirteen years from 
commencement of additional production, was taken 
from firm 'B' in March 1964. The bond and 
guarantee were renewed on 30th September 1975 
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by firm ·s· upto 30th September 1977. T he Director 
General, Technical Development, New Delhi , 
informed the JCCIE in September 1970 that the 
expansion programme of firm 'B' had been made 
effective from October l 964. The ten year period 
dur ing which firm 'B' was required to complete its 
export obligation , thus, ended on 30th September 
1974. No action was taken soon after 30th Septem­
ber 1974 -::xcept that a forfeiture o rder was issued 
on 29th August 1975 and the firm executed a bond 
on 30th September 1975 without supporting hank 
guarantee. As, however, the firm did noi produce 
any satisfactory evidence of exports, the JCCIE 
decided (June 1977) to issue a bond forfciturc-cum­
dcmand notice to firm 'B'. Although the drafl notice 
demanding payment of Re;. 29.06 lakhs was a pproveJ 
in J une 1977, it was actually omitted lo he is<>ued to 
the firm. 

( ii i) Firm 'C', to which a licence for Rs. 17.55 Jakhs was 
issued in February 1963 for import of certain 
machinery, had the obligation to export its products 
worth R s. 54 lakhs within five years from the second 
year after the date of importation. .A bond supported 
by Directors' personal guarantee for R s. 54 lakhs, 
valid for seven years, was taken from firm 'C' in 
June 1964 ; it imported the machinery in 1965. Ai, 
however, it failed to make any exports during tbe 
first four years of the obligation period or to renew 
the bond/personal guarantee, an order forfeiting the 
bond amount of R s. 54 lakhs was issued on 
4th August 1971; but firm 'C' d id not pay this 
amount. Jn consultation with the Ministry of Law, 
the licensing office decided in December 1971 to 
file a suit against firm 'C' for recovery of the amount. 
Even though eight years had elapsed since then, no 
suit had actually been filed ; the relevant file wai 
also reported to be untraceable (November 1979). 
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(iv) Firm 'D' was granted 44 import licences between 
November 1963 and October 1964 for a total value 
of Rs. 57 .64 lakhs and it was required to export 
scientific equipment equal to ten per cent of its 
production per year for an indefinite period. 
A simple undertaking to make exports without any 
penalty clause therein was taken from the fi m1 as 
per instructions of Government of 13th June 1963. 
The production commenced in February 1965, but 
firm 'D' failed to make any exports . A show-cause 
notice was issued (July 1969) to it, ask:in~ it to 
explain why Rs. 57.64 lakhs should not b ei recovered 
from it. Firm 'D', however, requested (1971) for 
reduction of export obligation from 10 to 3-5 per 
cent of production ; reckoning commencement of 
export obligation from 1968 instettd of 1965 and 
restr icting the pe1iod of export obligation to twelve 
years. After lapse of nearly five years, the Chief 
Controller of Imports and Exports, (CCIE) New 
Delhi decided (March 1976) that firm 'D ' should 
make up the shortfall of export obligations to the 
extent of Rs. 84.82 lakbs relating to the period 1965 
to 1974 within a period of five years commencing 
from 1975 (at the rate of R s. 16.97 lakhs pel' year) 
and in addition, export 10 per cent of its annual 
production for five years from 1975 onwards and 
that it should execute a bond supported by a bank 
guarantee undertaking to fulfil this export obligation . 
Although firm 'D' was asked (July 1977 and March 
1978) to submit the bond and the bank guarantee, 
it had 11ot executed any bond so far (November 
1979) . As regards export obligations, the JCCIE 
stated (December 1979) that although firm 'D' had 
claimed to have exported goods valued at Rs. 1.04 
crores during 1976 to 1978, it had yet to produce 
evidence of exports in terms of Import Trade Control 
Rules. -
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(v) Firm 'E', to which an import licence for Rs. ·4.76 
lakbs was granted in October 1961, had undertaken 
to export PVC floor tiles, rolling shutters and building 
material worth Rs. 10 lakhs within three years from 
the date of commencement of production. A bond 
supported by the Directors' personal guarantee for 
R s. 4.76 lakbs, valid for four years from tho date 
of commencement of production, was taken from 
the firm. The production commenced from 
14th April 1964, but the firm did not make any 
exports during the stipulated period of three years 
which expired on 13th April 1967. Pointing out 
certain defects in the bond (which was valid up to 
13th April 1968) the Ministry of Law advised the 
JCCIE in December 1967 to get a revised bond 
executed by firm 'E'. The JCCIE, however, neither 
took any action on this nor did he take any timely 
action to get the export obligation fulfilled. One 
year after the expiry of the bond period, a forfeitu re 
order was issued to firm '£ ' on 14th April 1969, 
requiring it to pay Rs. 4.76 lakbs. On its failure to 
pay tJ1c amount, the JCCIE referred the case again 
to the Ministry of Law which expressed the view 
(September 1976) that since no action was taken 
by the JCCTE between 13th April 1967 and 13th 
April 1968 either to forfeit the bond or to get a 
fresh bond from firm 'E' in the proper form, there 
were no prospects of a suit succeeding in favour of 
Government. No further action appears to have 
been taken thereafter except that as stated by the 
CCIE (February 1980) , firm 'E' was debarred for 
3 licensing periods (AM- 197 L to A T- -1973). 

(vi) Firm 'F ', to which a licence for R s. 3.19 lakhs was 
granted for import of certain machinery, was under 
obligation to export Phillips clutches worth Rs. 7.25 
lakhs within three years from the second year of 
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importation and worth Rs. 2 .42 lakhs per year there­
after. A bond supported by the Directors' personal 
guarantee for Rs. 3.63 lakhs, valid for five years 
from November 1965, was taken from the firm. A s 
the firm failed to produce any evidence of export till 
December 1969, the JCCJ E issued a forfeiture order 
on 13th February 1970 requiring it to pay R s. 3.63 
lakhs to Government. Subsequently, on a request 
from firm 'F', the export obligation period was ex­
tended up to November 1972, subject to execution 
of a fresh bond for R s. 7.76 lakhs by the furn . As 
firm 'F ' still failed to fulfil the export obligation or 
to execute the revised bond, the CCIE advised the 
JCCIE in September 1972 to take steps to recover 
the amount of the bond by filing a suit in the court. 
The draft plaint of the suit was, however, prepared 
only in April 1979 (i.e. nearly seven years after the 
issue of the CClE's orders) and was yet to be filed in -
the court (November 1979) . 

(b) Under a revised procedure introduced from 1970, bonds 
executed by the Licensees are required to be supported by bank 
guarantees for amounts equal in value to the annual obligation 
of cxpo11s. However, in lieu of the bank guarantees, the licensing 
authority may accept legal agreements executed by the !icer.sees 
to the effect that in the event of their inability or failure to export 
the goods directly in accordance with the prescribed export 
obligations, they shall hand over to the State Trading Corporation 
(STC ) , or such other agency as Government may nominate, 
goods equal to the difference between the stipulated annual com­
mitments/obligations and actual exports ; and, in addition, pay 
to the nominated agency specified amounts as liquidated damages 
(equal to five per cent of the export obligations, subject to a 
maximum of Rs. 5 lakhs in each case). 

The rationale behind the provision that the defaulting firms 
would have to pay the liquidated damages to the nominated 
agency, rather than to Government, is not clear, especially when 
S/1 AGCR/79-3 
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the nominated agency is entitled to recover its normal commission 
from the proceeds of the exports made by it. 

A test-check of 90 cases, where import licences were granted 
under the revised scheme, showed that in nearly 50 per cent of 
the cases, the licensees had failed to fulfil the export obligations 
and that in none of the cases of default had the JCCIE taken 
any action either to assess the liquidated damages recoverable 
from the licensees or to have their products banded over to t.hc 
STC or any other nominated agency for export. A few cases, 
where necessary action was not taken, are indicated below : 

(i) Firm 'G', which was granted an import licence for 
Rs. 9.87 Jakhs in June 1971, was required to cam 
foreign exchange amounting to Rs. 50 lakhs every 
year by exporting wire mesh weighing 5,000 tonnes 
in quantity or Rs. 50 lakhs in value, whichever was 
more, for a period of five years commencing from 
the eighteenth month after the commissioning of the 
plant. In the legal agreement executed by firm 'G', 
the total export obligation was stated to be Rs. 50 
lakbs for a period of five years instead of Rs. 50 
lakhs per annum as stipulated in the import licence. 
On detection of this mistake later on, the JCCTE 
took up the matter with firm 'G' in April 1976 for 
amendment of the agreement. No amendment was, 
however, made by the firm till N ovcrnber 1979. 
Reasons for not doing so were not on record. Further, 
during the obligation period, which ended in 
January 1978, firm 'G' had furnished evidence of 
exports to the e'x'.tcnt of only 8,208 tonnes of wire 
mesh valued at Rs. 235.01 Jakhs, as against the 
export obligation of 25,000 tonnes in quantity or 
Rs. 250 Jakhs in value, whichever was more, as 
mentioned in the import licence. No follow-up action 
was taken by the JCCIB to get the export obligation 
completed or to assess the liqpidated damages. The 
JCCIE, however, stated (December 1979) that firm 
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'G' had represented to the CCIE to amend the export 
obligation particularly with reference to the date of 
commencement of exports. Further developments 
were awaited (December 1979). 

(ii) Firm 'H' was g1:anted an import licence for Rs. 15.89 
Jakbs in March 1974. In addition to its normal 
exports based on the average for the past three years, 
firm 'H' was required to export decorative rugs and 
carpets of the annual value of Rs. 70 lakhs, Rs. 140 
lakhs, R s. 210 lakhs, Rs. 210 lakhs and Rs. 210 lakhs 
respectively in the five year period commencing from 
the date of importation of the first consignment of 
machinery and equipment. The first import consign­
ment arrived at Bombay on 13th August 1974. 
Although five years expired in August 1979, firm 'H' 
did not furnish (November 1979) any evidence of 
exports in respect of any of the years. No follow-up 
action was taken by the JCCI E, nor were the liqui­
dated damages worked out (November 1979). T' 
legal agreement executed by fi rm 'H' and acccr• 
the department on 13th Augu~t 1974 was al 

tive inasmuch as the condition regarding contmuance 
of the normal export , besides the additional exports 
mentioned above, was omitted to be stipulated 
therein. 

(jii) Firm '1', which was granted an import licence for 
Rs. 6.12 crores in January 1973 for import of certain 
machinery, was required to export 10 per cent of its 
products every year. The period of export obligation 
was omitted to be specified either in the licence or 
in the legal agreement executed by firm 'r in Septem­
ber 1973. However, in October J 976, i.e. nearly 
4 years after the issue of the import licence, the 
JCCJE informed furn 'J' that the export obligation 
would be for a period of 10 years commencing from 
4th September 1974. Subscquentlv in Februarv . . 
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1978, firm T was informed that the obligation period ~ 
would start from I st Ju ly 1976 instead of 4th Septem- -
ber 1974, as intimated earlie r. Though firm 'r was 
required lo export 10 per cent of its proctue1s 
annually. it had neither furnished a ny evidence of 
exports, nor had any fo llow-up action been taten by 
the JCC IE to enforce the export obligations and to 
assess the liquidated damage 10 be recovered . 

( iv) Firm 'J' , to which an import licence of Rs. 6.27 lakhs 
wa granted in May 1972 , had the obligation to 
export its products to the- extent of Rs. 40 lakhs per 
a nnum for a period of two yea rs commencing from 
the date of commissioning of the plant. Firm 'J' 
informed the licensing office in August 1973 that the 
machinery had already been imported and installed 
and that it would be commissioned by the end of 
that month. Thereafter, in March-April 1975, 
fi rm T requested the JCCIE for permission to sell 
the impotkd machinery. Till September 1979, the 
JCC lE had nei ther permitted th.:: firm to sell the 
machinery nor had taken any action, in terms of 
the legal agreeme n.t execute~ by it in November 1972 
to recover liquidated damages to the extent of 
Rs. 4 lakhs. 

(v) Firm ' K' was granted an import licence for R s. 20.95 
lakhs in October 1971 on the condition that it would 
earn foreign exchange amounting to R s. 139 lakhs 
by export of its products over a period of five years 
after eighteen months from the commissioning of its 
plant. Jn July 1973, firm 'K' informed the JCCIE 
that it was about to commence commercial production 
and that the export obligation would commence from 
1975 ; but after four years, in February 1979, 
firm 'K' requested the JCCTE to exempt it from the 

r 
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export obligation as it was difficult for it to compete 
in the export market due to accumulated losses. No 
decision had been taken on this request till Septem­
ber 1979, nor had liquidated damages been assessed in 
terms of the agreement. 

Thus, no action was taken in the above cases (except in case of 
firm ·E") for non-fulfilment o f export obligations. no r was an y 
penal act ion taken to debar the fi rms from getting further import 
licences. The JCCIE stated (J;muary 1980) that this action 
was not taken as denial o'f import licences might have resulted 
in legal 'wranglings'. Further, except in the case of firm ' E'. no 
disciplinary action was taken to fix responsibi li ty for neglect which 
caused hc.avy losses to Government. 

3. Overpay 111enrs and other irregularities.-On a test-check 
of nearly 3,500 cases, in which cash compensatory support was 
paid by the J CCl E to exporters of various items during 1977-78. 
numerous irregulari ties were noticed, the more important o f which 
arc tabu lated be low ·-

Nature of irregulari 1y 

Overpayments due to i ncorrcc1 appl ica1ion of cash 
compensator y m ies 

Payments o f claims not supported by rcquisi l e cxpon 
documents . . . . . . . . 

Payments in respect of i nadmiss ible items of exports . 

Non-levy of pre cribed cu ts for l ate o; ubmission of 
c laims 

Overpayment s ofmiscellaneous nature 

No. of Amount 
cases i n vol vcd 

II I 

105 

28 

33 

73 

( I n lakhs 
of rupees) 

8 . 1 J 

20.62 

2. 71 

0.55 

6 . 38 

Besides these cases, payments totalli ng Rs. 4 1.04 Jakh in 
35 other cases were kept under obj~ction by Audit for want of 
certain clarifications from the JCClE. 
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As a resuJt of audi t queries, the JCCJE took up (till Novem­
ber 1979) the matter for recovery of overpayments of R s. 7.42 
lakhs in 100 cases from the exporters concerned. As regards 
others, replies to the queries were awaited (November 1979) from 
t he JCCIE. The JCCfE stated (December 1979) that the cases 
were under examination and necessary recoveries, where due, 
wouJd be made from the parties. 

4 . Simplified payment scheme.-With a view to ensuring 
quicker settlement of the exporter ' claims, a simpl ified scheme 
of payment of cash compensatory support was introduced by 
Government in 1972-73. Init ially. the scheme envisaged pro­
visional payment of the exporters' claims to the extent of 80 per 

cent a(ler a preliminary scrutiny of their applications, the 
balance being paid to them after a deta iled scrutiny of the claims. 
F rom September 1977, it was decided to make provisional pay­
ments to the extent of hundred per cent after a preliminary 
scrutiny of the claims. T he exporters were, however, rcqnired 
to furnish indemnity bonds to the effect that, if as a result of 
the subsequent detailed scrut iny of their claims, the amounts 
payable to them were found to be less than tJ1e provisional pay­
ments, they would be l iable to refund the difft•rence. As many 
a 1.18 lak.b cases, in which preliminary payments were made 
from April 1978 onwards, were yet (December 1979) to be 
scrutinised by tlie JCCJE in detail. On 22nd December 1978, 
the JCCIE suggested to the CCJE that. since, as a result of 
detai led scrutiny of about 3,000 cases, overpayments were found 
in bardly one per cent of the cases, it would be sufficient if o nly 
fi ve per cent of the total cases covered by the simplified payment 
scheme were checked by that office. Final decision of the CCIE 
wa awaited (December } 979). 

Of the overpayments detected by the JCCfE as a result of 
post scrutiny of the claims, R s. 22.09 Jakhs were yet (September 
1979) to be recovered from the exporters. 

5. Non-realisation of cash compensatory support.-Under 
the scheme of cash compensatory support, payments are made 
subject to the condition tliat the export proceeds are realised in 
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foreign exchange and brought to India. The scheme provides for 
prompt review of c.ases of default in this regard and recovery of 
the payments of cash compensatory support and other benefits 
paid to the exporters in such cases. The JCCIE had not, however, 
taken till June 1979 any action on the reports of defaults received 
from the RBI as per the prescribed procedure. The position of 
dcfauJts as on 31st December 1977 on the part of exporters, 
as i'ntimated by the RBI, is given below 

Year No.of Amouat of 
items foreign exchange 

not realised 
and brought 
to India (In 

Jakhs of rupees) 

J966-69 45 5.14 

1969-70 114 21.49 

1970-71 131 20.40 

1971-72 143 12.54 

1972-73 130 46.01 

1973-74 148 37.89 

1974-75 219 63.64 

1975-76 526 141 . 37 

1976-77 627 220.45 

1977-78 368 154.87 

-----
2,451 723.80 

----
The precise amount of cash compensatory support recoverable 

from the defaulters in these cases could not be ascertained from 
the records of the JCCTE. The JCCIE stated (December 1979) 
that some of the entries included in the statement furnished by 
the RBI did not pertain to his office, that his offi ce identified 
recently about 222 items which accounted for about Rs. 5.06 crores 
of unrealised foreign exchange and that further details were being 
collected for enforcing recoveries of cash compensatory support 
from the defaulters. 
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6. Summing 11p.-The following are Lhe main points that 

emerge :-

During 1976-77, 1977-78 and 1978-79, payments of 
cash compensato ry support aggregat ing R s. 44.18 
crores, Rs. 69.98 crores and Rs. 95 .85 crores re-s­
pcctively were made by the JCC IE o n expo rts of 
various items. 

There was no uniformity in fixi ng export obligatic ns 
against impo rt licences for capital goods or in fi xi ng 
the amounts for bonds executed by the licensees. 

In 6 cases, on fai lure of the licensees to fulfil thc-ir 
expo rt obligations, te rms of the bo nd were not en­
forced in time resul ting in non-rccovc·ry o f penalties 
amo unting to Rs. 159 .69 lakhs. 

A test-check in audit of 90 cases, where impo rt 
licences were g ranted under the revised procedure 
introduced from 1970, disclosed that in nearly 
50 per cent cases, the licensees fa iled to fu lfi l the ir 
export obligatio ns, but no action was taken in term~ 
of the export obligations. i... 

o penal actio n was taken to debar the dcfa11lling 
firms (except firm ·E' ) from gett ing fu rther import 
licences. 

In 4 cases w here import licences aggrcga ti11g 
Rs. 52.98 lakhs were given a nd the correspo nding 
export obligat ions a mounted to R s. 1 1.09 crorcs, the 
licensees fai led to fulfil the export o bligations, but 
no action was taken ei ther to assess the l iquidated 
damages or to have their products handed over to 
the STC or other no minated agency for expo rt. r 

Recovery of overpayments of cash compensatory 
support (R s. 22.09 lakhs) was yet (September 1979) 
lO be made. 
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In 222 cases, where unrealised amo unt of foreign 
exchange of Rs. 5.06 crores was ide nti fied , action fo r 
wo rking out the cash compensatory support paid and 
enforcing its recovery f rom defa ulte rs was yet 
(November I 979) Lo be taken. 

No actio n was taken to fix respo nsibili ty. except in 
the case- of fi rm 'E', for neglect which caused heavy 
losses to G overnment. 

3. Irregular payment of air freight subsidy on export of leather 
footwear, finished leather and leather goods 

To compensate the exporte rs of leather footwea r, fin ished 
leather and leather goods for a ir freight , the Ministry of Com­
merce sanctioned (February 1971 ) cash assistance of 50 per 
crnt of ai r freight paid, but Limited to 10 per cent of f.o.b . value 
of exports of leather footwear and components thereof ar.d to 
15 per cent o"f f .o.b . value o f expo rts of fin ished leather and 
leather goods for the period 'from 1st F ebru.ary J 97 J to 3 I st 
M.arch 1972. Ia April I 972 and M arch I 973 , the M inistry o f 
Commerce extended the cash assistance faci li ty up to 3 l st M arch 
1973 and 3 I st March I 974 respectively provided the cxponr, 
were effected through Ind ia n Flag Carriers. ln June 1972, the 
Ministry clari.fied that ai r freight subsidy at the rates no t ified 
was permissible o nly in cases of c. i.f. o r c. a nd f. contract:; 
where the freight was prepaid in Tnd ia by the expo rte r himself 
and no t in cases where the freight was paid at the dest inat ion 
by the consignee. 

In A ug ust 1973, the Joi nt Chief Cont roller of I mpor t~; and 
Exports (JCCIE), M adras rejected a claim made by .an exporter 
of leather goods for a ir fre ight subsidy a~ the revclant com racts 
were o n f.o.b. basis and payment of air freight by the ex1~ort;::r 

was not involved in such contracts 

In September 1973, the Export Promotio·n Counci l for 
fin ished leather a nd leather manufacturers, Southern Region re­
presented that the orders of February 197 1, introd ucing th<' 
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scheme of air freight subsidy, did not differentiate between 
different kinds of contracts and that in f.o.b. contracts the 
exporters actually paid the freight in India and then claimed 
50 per cent from Governme11t (in the form of subsidy) and 
50 per cent from the importer (by adding the v,alue in th~ir 

invoices). The Council , therefore, urged that no recovery of 
subsidy paid on f.o.b. contracts should be made with retrospec­
tive effect and that the existing system be allowed to continue 
until 31st August 1973. Nevertheless. subsidy on f.o.b. con­
tracts continued to be paid till 31st March 1974; the payments 
made amou'nted to Rs. 14.08 lakhs. 

In March 1974, the Ministry of Commerce, while sanctioning 
the air freight subsidy for April to September 1974, clarified 
that the exporters quoting c.i.f. and/or c. and f. prices with the 
"freight to pay" provision would be entitled to the grant of air 
freight subsidy provided the receipt for air freight having been 
paid by the importer on behalf of exlJorter was sub mitt('<l witJ1 
the claim, but payments continued to be made on f.o.b. contracts 
even after 31st March 1974 ; Rs. 6.09 lakhs were, thus, erro­
neously paid from 1st April 1974 to 31st December 1974. 

On 20th August 1974, in a meeting held in the Ministry of 
Commerce, it was decided to refer to the Ministry of Finance 
the question of recovery of excess subsidy already paid on th<! 
f.o.b. contracts a nd payment of subsidy to other exporters whose 
payments l1ad either been stopped or who had yet to claim pay­
ments against f.o.b. contracts. The Ministry of Finance advised 
(29th August 1974) that the rejected claims should not be 
reopened and that pending claims should be rejected. The 
matter was, thereafter, referred (October 1974) to the Ministry 
of Law which opined that : 

the expression ".air freight paid" meant the actual 
air freight charges incurred in effecting an export , 
be it on f.o.b., c.i.f. or c. and f. basis; 

in cases of export on f.o.b . basis where 50 per cent 
payment of air freight had been met by the exporters 
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and 50 per cent by the importer, the exporter would 
be entitled to only 50 per cent of the amount paid 
by him , vi:. 25 per cent of the total ai r freight : 

and 

where subsidy had been paid in excess of the 
25 per cent referred to above on f.o.b. co'ntracts. 
the balance was recoverable. 

The M injstry of Commerce advised (April 1975) the C hief 
Controller of Imports and Exports (CCIE) that, where the 
exporter \Jad actually borne a part of the air freight charges, he 
might be ,a.Jlowed subsidy on the amount incurred after exclud­
ing the air freight charges passed on to the importer. T his 
decisio'n was applicable to all exports made from 1st F ebruary 
1971 to 31st August 1973. Accord ingly, the CCfE issued (May 
1975) necessary instructions. It was also clarified (May 1975) 
that in the c.ase of exports made from 1st September 1973 
onwards, "if a part of the freight incurred by the expor~er had 
been passed on to the importer ab road, no freight subsidy wonld 
be admissible at all and if any air freight subsidy bad already 
been paid, the same would have to be adjusted or recovered in 
full". The CCIE issued (August 1976) f urther instructions 
th at where the air freight and insurance were shown separately 
in invoices in add ition to the f.o.b. price, it should be assumed 
that the contract had been drawn up on f.o.b. basis and no air 
freight subsidy should be granted. T hese instructions were made 
applicable to exports effected both before and afte r 1st 
September 1973. 

Action to recover subsidy erroneously pajd was, meanwhile, 
initiated. The Export I mport Advisory Committee, E:istern 
Region represented (30th October 1976) and Governmen t 
directed (November 1976) that the decision to recover the 
subsidy already paid in respect of f.o.b. contracts shodd be 
reviewed in the light of representations received ~ Gove=nment 
then felt that the test for el igibility for the subsidy should be 
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whether the freight was actually paid by the exporter and that 
the form in which the invoice was made should not be mater ial. 

Consequently, a decision was taken (November 19711) by 
the CCIE to suspend recoveries and instructions were issned to 
that effect on 6th December 1976; recoveries amountir.g to 
Rs. 0.94 lakh had been made till th.at date. 

The matter, thereafter, remained under ex.amination in the 
Ministry of Commerce. Tn July 1977, th~ issue was dis­
cussed at a meeting of the Main Committcl.! of the 
Marketing Development Assistance, and consideri'ng th;1t the 
subsidy was paid in good faith and h.ardship would be caused 
to the exporters by recovering the amounts, it (the Committee) 
recommended the waiver of the recovery upto 3 1st M arch 1974. 
The financi al implication o'f this decision was that Rs. 23 .57 
lakhs were payable to the various exporters, out of which 
Rs. 13. 14 l.akhs had al ready been paid and Rs. I 0.43 Jakhs 
were to be paid . 

In view o'f the above recommendation by the Main Committee 
of the Marketing D evelopment Assistance, Government decided 
( December 1977) that : 

the amount of air freight subsidy overpaid (Rs. 13 .14 
lakhs) o n exports against f.o.b. contracts shou!d 1•ot 
be recovered ; 

where recovery had alre.at..l y been made, the a mount 
( Rs . 0.94 lakh) sho uld be refu nded ; and 

pcm.ling d a i1ns ( Rs. 9.49 lakhs) might bt: !'Ctt lcd 

by paying air freight subsidy. 

On 17th February 1978, the CCJE instructed the JCClEs to 
decide the cases according to the decision of the Main Com­
mittee of the Marketing D evelopment Assistance. Consequently, 
Rs. 0 .8 1 lakh o ut of amount al ready recovered a nd Rs . 5.49 
Jakhs against pending cla ims were paid . On this being pointed 
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·out by Audit (September 1979), Government issued (N ov::!m bcr 
] 979) sanctio n for waiving recovery o f R s. l 9 .44 lakhs, rdurid 
of Rs. O.J 3 lakh alread y recovered and payment of pcnd i ~g 

claims of Rs. 4.00 l.akhs aggregat ing Rs. 23.57 lakhs. H owever, 
the payment (R s. 6.09 lakhs) erroneously made o n f.o.b. con­
tracts betwee n I st April 1974 a nd 3 1st D ecember 1974 wa 
yet to be recove red ( ovcmber 1979). 

Summing up, the following arc the main po ints tha~ 

emerge :-

A ltho ugh the original sanc tion of February 1971 
was quite c lear th'.1.t ,a ir freight su bsidy was to be 
pa id if fre ight was actually p a id by the exporter 
and clarificatory orders were also issued in .lune 
1972, the e rroneous payments continued to bl' ~adc 

till December J 974. 

While the Leather Export Promotion Council, 
Southern R egion, had .appealed for payment of sub­
sidy on a ll types of contracts (i ncluding f. o. b. con­
tracts) only upto 31 st August 1973, G overnment 
allowed payments till 3 1st M arch 1974 . 

AJhough payments of Rs. 14.0 8 lakhs upto M arch 
1974 were recognised as erroneous payments by 
the Ministry, re fund o f recoveries 01' R s. 0.94 lakh 
and payment o f all the rejected cl;iims of similar 
nature for the entire period amo unting to R s, 9.49 
lakhs were .allowed . 

P ayment of R s. 6.0 9 lakhs made erroneously on f. o. b . 
contracts from J st Apri l 1974 to 31st D ec:ember 
197 4 was yet (November 1979) to be r ecovered. 

Thus, the total irreguJar payments of freight subsidy 
amou nted to R s, 29 .66 lakhs. 
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MJNlSTRY OF INDUSTRY 

(Department of Industrial Development) 

4 . Central Investment Subsidy Scheme, 1971 

Introduction. 

l.l In pursuance of the decision (September 1969) cf the 
National D evelopment Council (NDC), the Government of 
India i'otrodueed (August 1971) a scheme for giving subsidies 
'.for setting up new industrial units or for undertaking substantial 
expansio'n of the existing units in selected industrially backward 
districts or areas of different States. Forty-four districts or areas 
were initially selected for payment of subsidy to new u nits which 
took 'effective steps' for their establishment on or after 1st 
October 1970. The term 'effective steps' denoted one or more 
of three steps, viz. (i) paying up 60 per cent or more c f the 
capital issued, (ii) construction of a substantial part of the 
factory building and (iii) placing fi rm orders for a subst:rntial 
part of the plant and machinery required for the industrial uPit. 
Units which existed prior to 1st October 1970 were eligible for 
subsidy for cxp.ansion if their fixed capital investment was in­
creased by 25 p er cenJ or mor::: (r educed to J 0 per cent from 
1st January 1977). The new units were also eligible for 
further subsidy for expansion. Fifty-three districts or .::ireas were 
added from July 1972 for units which took 'effective steps' on 
or after 26th August 1971. Four more districts were added 
from 16th May 1975, thus making a total of 101 dist ricts or 
are.as. 

1.2 The subsidy payable to each u·oit was at the rate of 
10 per cent of the total fixed capital investment (land, building 
and plant and machinery) subject to a maximum of Rs. 5 !akhs 
in each case. This was increased from 1st March 1973 to 
15 per cent subject to a maximum of R s. 15 lakhs. 
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1.3 Before taking 'effective steps' for setting up a new uni t 
o r undertaking expansion of an existing uni t, each uni t was re­
quired to get itself registered with the State Industries Dcp;irl­
ment and then apply for subsidy to the State Level Committee 
(SLC). The SLC was constituted for examining such applica­
tions and consisted of representatives of the State D epartment 
·concerned, the State Finance Department, 1be Mi.nistry of In­
dustrial Development and the financial institution concerned. 
Applications were considered by the SLC and subsidies sanction­
ed. Payments were made by the disbursing agencies, viz. the 
State Industries Department or the nominated financia l institu­
tions after due verification of the fixed capital investment. Re­
imbursement of subsidy was obtained from the Government of· 
India by each disbursing agency direct. 

In July 1976, it was decided to delegpte full powers to the 
SLCs and withdraw the Government o'f India representatives 
from the Committee; orders in this regard were issued by the 
Ministry in September 1976. 

1.4 From 1st January 1977, the procedure of reimburse­
m ent was liberalised inasmuch as : 

determination of cssentiality .as regards the extent 
of land and factory building required for the indus­
trial unit was left to the full discretfon of the SLC; 

the disbursing agencies were requi red to prefer their 
claims for reimbursements to the SLCs which would 
prefer a consolidated claim to the Ministrv for 
reimbursement; and ' 

lhe SLCs were made fully responsible for verifica­
tion of claims and answering audit objections. 

The Ministry, thus, divested (Ist January 1977) itseU of 
the responsibility of scrutiny of claims. Even the clahns, which 
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had been pending with the Ministry whether iu full or io part 
for whatever reasons and reimbursement in respect of which had 
not been sanctioned by them till the aforesaid changes, were 
treated as withdrawn. The Ministry had , thus, retai·ned no con­
trol by which it could monitor or assess the overall impleme 11 t~1-

tio11 of the scheme. 

2. Scrutiny of the sche111e i11 the Ministry 

2.0 The following points were noticed in a test-check (June­
November J 978) in audit of the records of the scheme in the 
Ministry. 

2.1 After the Ministry had divested itself of the responsi­
bility for detailed scrutiny of claims, Rs. 19.92 crores (about 
48 per cent) were reimbursed in 1977-78 alone out of a fota l 
reimbursement of Rs. 4 l.63 crores (detailed i·n AI\nexure) made 
from the inception of the Scheme in 197 l till 1977-78. 

2.2 The scheme, origi~1-lly, required the units receiving the 
subsidy to submit annual progress reports to the Ministry and 
the State Government/ Union Territory Administration for a 
period of 5 years after going into production. In September 
197 5, it was decided that the units would submit annual pro­
gress reports to the concerned State Governments a·nd Union 
Territory Administrations for a period of five years and the 
latter would , in turn, submit consolidated progre% reports 
annually to the Ministry. The first report was due in th ... 
Ministry on 30th November 1975 and subsequent reports on 
30th June each year. In D ecember 1976, the Manual of Instruc­
tions was issued which made an additional provision for the 
submission of quarterly progress reports detailing the progress 
about sanctions and disbursements of central investment subsidy, 
bottlenecks or handicaps in the working of the scheme or any 
other matter of importance concerning it. The following table 
compiled on the basis of records made available to Audit showed 
the position as on 3 l st October 1979 about the number of 

-

-
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progress reports due and received from the State Govet'nments 
and the Union T erritories. 

Annual progress reports 

Due on 30th 30th 30th 30th 30th 
November June June June June 

1975 1976 1977 1978 1979 

No. of reports due 28 28 28 28 28 

o. ofreports received 8 5 7 6 5* 

Quarterly progress reports 

D ae on 15th 15th 15 th 15th 15th 15th 15th J5th 15th 15th 15th 
AprilJuly Octo-Jan- April July Octo-Jan-April July Octo-
1977 1977 ber uary 1978 1978 ber uary 1979 1979 ber 

1977 1978 1978 1979 1979 

No . o f reports 
due 28 28 28 28 28 28 28 28 28 28 28 

o. of reports 
received 5 4 3 3 4 2 2 3 2 N il 

•Out of these five reports received, reports from three States were not 
complete as information in respect of some units were yet lo be received by the 
State G overnments. 

In reply to au audit query in August 1978, the Ministry 
had stated (November 1978) that the annual progress reports 
received from the State Governme'nts were not subjected to any 
examination and that these were obtained for statistical purposes, 
if and whe'n required. The Ministry had reiterated (July 1979) 
that "annual and quarterly progress reports are 'not a means by 
which the Ministry can monitor and assess the perforD".ancc of 
the scheme. The performance of the scheme is assessed from 
the .amount of subsidy re-imbursed to the States. These reports 
are useful for statistical purposes". 

2.3 Under the scheme, in the following circumstances, the 
subsidy availed of by an industrial unit was recoverable from 
it :-

where an industrial unit had obtained the central 
investment subsidy by mis-represe'ntation as to 

S/1 AGCR/79-4 



42 

essential facts, or by furnishing false information 
or 

where the industrial unit went out of production 
within five years from the date of commencement 
of production except i'n cases where the unit re­
mained out of production for short periods extend­
ing to six months due to reasons beyond its control 
such as shortage of raw material, power etc. ; or 

where the industrial unit fai led to furnish the 
prescribed statement and/or information which it 
was called upon to furnish. 

The Ministry had neither prescribed any separate return in 
which in'formation on above counts was to be furnished by the 
SLCs, ·nor was the same obtained through the annual or quarterly 
progress reports prescribed under the scheme. Regarding the 
units from which the subsidy bad been found recover.able in the 
above circumstances, the Ministry stated (November 1978 and 
July 1979) that the scheme provided guidelines for the State 
Governments for recovery of the amou'nt of central investment "-

.< 

t 

subsidy in certain cases and that suitable action for recovery :::::._ 
had to be taken by the State Government concerned. 

2.4 In Ju'ne 1973, the Mini~try notified that in respect of 
industrial units coming up on .and a'fter March 1973, the subsidy 
would be 15 per cent of the fixed capital investment or additional 
total fixed capital investments subject to a maximum of Rs. l 5 
lakhs. Some SLCs i·nterpreted the term 'coming up' used in 
thiJ> notification to mean 'starting production' and allowed higher 
rate of 15 per cent to units which had started production on or 
after 1st March 1973. 

In May 1974, the Ministry clarified that only those units 
which took 'effective steps' on or after 1st March 1973 were 
entitled to subsidy at 15 per cent subject to the maximum of 
Rs. 15 lakhs and that units which took 'effective steps' between l 
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4.l 

1st October 1970 and 28th February 1973 were entitled to 
subsidy at 10 per cent subject to the maximum of Rs. 5 lakhs 
irrespective of the fact whether they went into production before 
28th February 1973 or were stHI in the process of being set up 
on I st March J 973. 

An overpayment of Rs. 45.51 Jakhs had been made to 
54 units in 10 States which had taken effective steps pri0r to 
1st March 1973 and were eligible for subsidy ,at 10 per cent 
o"nly of fixed capital investment instead of 15 per cent actually 
allowed. 

In August 1975, the Mnistry reiterated that the rate 
of subsidy was to be determined with reference to the date on 
wh ich 'effective steps' were taken for the setting up of the new 
unit or undertaking substantial expansion and not the date of 
its going into production and directed all the State Governments 
and the Unio'n Territories to review cases where subsidy had 
been sanctioned contrary to the above provisions and to recover 
or adjust the amount overpaid from the future instalment of the 
subsidy due. 

Only two St.ate Gover'nments had reviewed the nosition 
of overpayments but no recovery proceedings were initiated. 
One State Government requested the Government of India for 
waiver of the recovery (Rs. 2.04 lakhs) from the concerned 
unit whereas the other approached (October 1975 ) the Govern­
ment of India for the ra tification of the subsidy (Rs. 12.39 
lakhs) already ~·id. 

On representation from some State Government5 the 
Ministry decided (November 1976) that the subsidy wa<; :1dmissi­
ble with reference to the date of actual investments in cases where 
'effective steps' were taken before 1st March 1973, but actual 
investments were made thereafter. In cases where industrial 
units had made fixed capital investments partly before 1st March 
1973 and partly ,afterwards, the investment subsidy was to be 
paid at 10 per cent i'n respect of the investments made before 
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the crucial date (1 st March 1973) and 15 per cent for invest- t 
ments made on or after that date subject to the overall invest- -. 
ment subsidy limit of Rs. 15 lakhs. According to the orders of 
November 1976, p.ast cases, where decision had already been 
taken, were not to be re-opened. But, in five States, excess 
subsidy of Rs. 41.34 lakhs was paid at higher rates (15 per cent) 
to 7 units by re-opening the cases which had already been 
decided. 

2.5 Neither the term 'substantial part' appearing in the 
definition of 'effective steps' was defined nor was any percentage 
prescribed for it with the result that while the SLC in one State 
prescribed sixty per cent of Lhe cost of factory building and planl 
and machinery .as substantial for determining a unit's eligibility, 
in another State twenty five per cent was considered substantial 
by the SLC. 

2.6 The objective of the scheme, which was introduced in 
August 1971 and was in operation in 101 selected districts or 
areas identified as industrially backward, was to remove the 
regional imbalances. The Ministry was asked (June 1979) to 
intimate whether any review of the scheme was conducted 
at any stage during the period to ,ascertai·n as to how far the 
districts or areas in which the scheme was in operation had 
developed as a result of measures ta.ken under the scheme. The 
Ministry did not specifically reply to this point but stated (July 
1979) that the Planning Commission had set up a National Com­
mittee on the development of backward areas to formulate appro­
pri.ate strategy or strategies for effectively tackling the problems 
of backward are.as. 

3. lmplemeniation of the scheme in the States 

3 .1 A test-check of the disbursements to the industrial units 
was also conducted by Audit in the offices of the disbursing 
agencies, viz. SLCs in the States and the Union Territories. 
Observations arising from this test-check were brought to the 
notice of the respective State Governments and the Union 

-, 
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~ Territories. Comments on implement.ation of the scheme were 
- also included in the R eports of the Comptroller and Auditor 

General of India for the year 1977-78 (Civil) of the respective 
States and the Union Territories. Some of the important 
audiL observations appearing in the State Reports arc given in 
the following p ar.agraphs. 

-

3.2 Although the scheme was made applicabl~ to 10 L 
selected backward districts or areas on differe·nt dates. a test­
check in aud it revealed that R s. 0.40 Jakh were paid to one 
unit in Andhra Pradesh located in an area which was not covered 
under the scheme. 

3.3 (a) Since the dates of taking 'effective steps' viz. 
! st October 1970 ( 44 districts) and 26th August 1971 
(53 districts) we re crucial for determining the entitlement 
of a unit for subsidy under the scheme, overpayments of 
R s. 47.36 Jakhs were found to have been made to 102 units in 
11 States and l Union Territory which had taken 'effective steps' 
prior to these dates. 

( b ) When the rate of subsidy was r.aised from 10 to 
15 per cent of the fixed capital investment subject to the 
ma9:imum of R s. 15 lakhs from I st March 1973, thos~ units 
which took effective steps on or a'fter this d:it.; were 
entitled to subsidy at the higher percentage. It was 
seen in audit that. due to incorrect application of higher 
percentage in the calcul,a.tio'n of subsidy, overpayment of 
Rs. 45.66 Jakhs had been made to 61 units in 11 States which 
had taken 'effective steps' prior to 1st March 1973. 

3.4 An industrial unit was initially defined (September l 972) 
as any i'ndustrial undert,aking and suitable servicing unit, ot her 
than a unit run departmentally by Government. A servicing 
unit was further defined in July 1975 as a servicing u'nit inciden­
tal or consequential to industrial production. Jn view of this, 
hotels, cinemas and other servicing units unconnected with in­
dustrial production were stated to be not eligible for subsidy. 
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A number of other activities like poultry and agro-industries, 
mining, cold storage, etc. were made eligible for subsidy in 
August 1976 wi th retrospective effect. The hotel industry was 
made eligible o'nly from 1st J anuary 1977 and the question of 
recovery of overpayment of R s. 3.31 lakhs to hotel industry 
(1 unit) made by the Government of Kamat.aka and R s. 14.38 
lakhs (2 units) by the Government of Maharashtn prior to 
1st January 1977 was still (October 1979 ) under the co·nsi­
deration of the Ministry. Irregular payments of R s. 10.89 lakhs 
made to other 24 ineligible units in 7 States and one Union 
T erritory also came to notice durin·g tcst~check in audit. 

3.5 Investments on land and building to the extent needed for 
the purpose of the plant were eligible for subsidy and expen­
diture on guest house, o'ffice accommodation, etc. was not to 
be included. SimiJarly, plant and machinery was defined to 
include the cost of tools, jigs, dies and moulds, transport charges, 
insurance premia, er~ction costs, etc. and the cost of goods 
carriers to the extent these were actually needed for transport 
of raw materials and marketing of finished products. It was 
clarified by the Government of India (July 1975) that the 
cost of power generating sets installed without ob taining the 
approval of Stale E lectricity Board to the effect that the Board 
would not be in a position to supply electricity to the industr ial 
unit and certain incidental charges and contingencies (Novem­
ber 1975) added to the value of plant and machinery were not 
admissible for computing subsidy. A test-check in am.li t show­
ed that an amount of Rs. 34.57 lakhs was overpaid due tc> 
wrong computation of the fixed capital investments to 256 units 
in 17 States and 2 Union Terri tories. 

3.6 The scheme initially ( August 197 1) contained no 
specific instructions about the eligibility or otherwise of second 
hand machinery, for the subsidy. Tn November J 976, the 
M inistry decided lo make second hand machinery also eligible 
for subsidy subject to certa in conditions and it was stipulated 
that the past cases already decided were not to be reopened. 

-



-

--

' 

47 

The orders of November 1976 were given retrospective effect 
and had the effect of regularising or making payment of subsidy 
o'f Rs. 5.03 lakhs to 46 uhits in 5 St.ates for second-hand machi­
nery. These orders were not endorsed to Audit. 

3.7 Subsidy on second-ha'nd machinery was allowed 
(November 1976) subject to the following conditions : 

valuation w,as to be made on the basis of 
(a) original price minus depreciation, (b) present 
market value, (c) actual price paid at the time of 
transfer, whichever. was the least 

subsidy should ·not have been paid for this 
machinery to its earlier owners ; and 

the machinery should be capable of production for 
five years at the time of transfer. 

IL was seen in test-check in audit that Rs. 9.40 lakhs had 
been paid to 30 units in 8 States in disregard to one or more 
of these conditions. 

3.8 A unit, which received subsidy as a new unit, could 
.also be given fresh subsidy (subject to overall limits of 
Rs. 5 lakhs/Rs. 15 lakhs) for cxpansion (s) provided it submit­
ted a fresh application on each occasion and the additional 
investment was not less than 25 per cent (reduced to 10 per 
cent from 1st January 1977) of the existing investment. It was 
seen in ,audit that irregular · payments of Rs. 11 .89 Ic:khs were 
made to 57 units in 6 States and one Union Territory in tlis­
regard of the above conditions. 

3.9 Subsidy to self-financed units was initially (August 
1971) admissible only after the units went into production. 
This condition was liberalised in June 1973 and, where the con­
cerned State G overnments and Union Territory Administratio'ns 
were satisfied about the safety of public fund s, such units could 
be paid 50 per cent of the subsidy before the commencement 
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of production, on the units [urnishiog a proof o'f having taken 
'effective steps' to the satisfaction of the Director of Industric 
concerned, the balance being payable after commencement of 
production. From 1st January 1977, the condition was fur ther 
liberalised and both types of units, viz. self-financed as well as 
those assisted by State fina·ncial institut ions could be pa id 85 per 

cent of the subsidy in advance before the commencement of 
production. A test-check in audit revealed that R s. 190.6 1 
lakhs had been advanced ('from 1973 to 1978) to 123 uni ts 
in 6 States which h.ad ·neither started production nor submitted 
their claims for balance amount of subsidy. One unit in Tamil 
Nadu was paid full amount (R s: 5.00 Iakhs ) of subsidy before 
it went into production contrary to the provisio'ns of the scheme. 

3.10 Subsidy of R s. 17.46 lakhs had been paid (from 
1975-76 to 1977-78) to 52 units in 6 States without insisting 
on submission of complete a nd proper documents in support of 
proof of taking ' effective steps' and of fixed capital investment. 

3.11 Unauthorised payments of Rs. 8.34 lakhs were 'found 
to have been made (from March 1975 to October 1975 ) by 
the disbursing agencies even without sanctions or in excess of 
sanctions of SLCs to 3 units in 3 States. 

3.12 Under the scheme (August 1971) the disbursing 
agencies could claim refund of subsidy from the owner of a 
u'nit which had obtained it by misrepresentation of essential 
fa.cts or furnishing fa lse information or which went out of 
production within a period of five years after commencement. 
A test-check in audit showed that an amount of Rs. 175.36 
l.akhs had become recoverable from 248 units in 14 States and 
2 Union Territories on one or more of the above grounds. 

3.13 In Bibar, the agreements entered into between the 
Bihar State Financial Corporatio'n and the Units assisted to the 
extent of Rs. 5.56 lakhs did not cover, though required, the 
contingency of refund of subsidy in the event o'f stoppage of 
production within five years of comme'ncement of production. 

' 
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3.14 A few cases also came to the notice of Audit where 
the units h,ad obtained subsidy for the same capital investment 
either twice from a disbursing agency or separately from two 
different disbursing agencies. Overpayments to 2 units in 2 
States on this count amounted to Rs. 4.77 Jakhs (from Septem-

ber 1974 to June 1977). 

3.15 In June 1978, the Ministry decided that where two or 
more units were set up in the same State by the same company 
or individual or group or legal entity, and in cases where more 
than one unit set up by the same party are involved in the 
same process of manufacture, the e·nlitlement to overall subsidy 
to the company etc. would be limited to Rs. 15 lakhs. In 2 
States, 3 different companies each having two units involveu in 
the same process of manuf.acture, were paid excess subsidy of 
Rs. 12.65 Jakhs in respect of their different units in the State. 

3.16 No procedure had been prescribed by the Ministry 10 

guard against double payments with the result that a uni t in 
Gujarat received subsidy o[ Rs. 3.75 lakhs twice once from the 
State Government (March J 976) and a second time from .a 
;financial institution (June 1974 to December 1975). Both 
these disbursing agencies received reimbursement separately in 
July 1976 and September 1976 from the Government of India. 

3.17 In Megbalaya, subsidy of Rs. 8.10 lakhs was JJ'lid to 
a unit without verification of the investment by any officer of 
the State Government or of the fina ncial institution. 

3. 18 In 2 States, subsidy of Rs. 21.67 Jakhs was paid 
(January 1978) to 195 units. None of these units had either 
executed the agreements on stamped paper for undertaking to 
refund the subsidy in the event of any breach of the conditions 
of the scheme or hypothecated the assets. 

4. Absence of follow-up action.- As stated earlier, the units 
receiving subsidy were required to submit annual progress 
reports for a period o( five years to the State Governments and 
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Union Territory Administrations. A test-check in audit show­
ed that very few units were submitting these repons regularly 
and there was no follow-up action by the disbursing agencies. 

5. Summing up.-Tbe following are the main points that 
emerge : 

With the gradual transfer of .administrative control 
and checks originally exercised on the working of 
the Central Investment Subsidy Scheme and with­
drawal (25th September 1976) of its representa­
tive from the State Level Committees, tbe Central 
Government retained no effective control 'for moni­
toring .a'nd assessing the over-all performance of the 
scheme which resulted in a number of irregularities. 

Out of the total subsidy of Rs. 49.48 crores 
disbursed upto 1977-78, the Government of India 
reimbursed an amount of Rs. 41.63 crore£. ; out of 
the amount disbursed, 

(a) a sum of Rs. 159.08 lakhs had been O\'erpaid for 
various reasons, viz. payments to units set up in 
non-specified area, payments to ineligible units, 
payments in excess of maximum limit, double pay­
ments, etc. ; 

(b) a sum of Rs. 141.89 lakhs had been paid in 
contr.aventio'n of the various provision., of the 
scheme ; 

(c) a sum of Rs. 190.61 lakhs had been adv.anced in anti­
cipation of commencement of production. This in­
vestment had not so far contt'ibutccl to production ; 
and 

{d) a sum of Rs. 175.36 lakhs had become recoverable 
for premature closure of units, etc. 
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Although the units were required to send annual 
progress reports to the concerned State Govern­
ments/ U nio'n Territory Administrations fof' a period 
of five years and the Governments/Administrations, 
in turn, were required to send from 1st January 
1 1.1-;~·, onn· 1~l :ind quarterly reports in the prescribed 
form to the Central Government, as against 140 
annual reports and 308 quarterly reports, only 
31 annual and 29 quarterly reports respectively 
were received by the Gover'nment of India upto 
October 1979. 

No stock taking o'f the scheme was done to ascertain 
to what extent its objectives were fulfilled. Informa­
tion regarding number of people employed and pro­
duction generated which was to be furnished in the 
prescribed annual reports, were received by the 
Ministry in very few cases. No such information, 
however, was required to be given to the Planning 
Commission under the scheme. Thus, the scheme 
had been allowed to be run and continued in a 
routine manner . 

• 



ANNEX URE 

STATEM E T INDICATING DISBURSEMENTS AND REIMBL'RtE· 
MENTS M~DE UN DER THE CEN'ERAL INVESlMEl'\T SUBSIDY 

SCH EME 
S. NameoftheStates/ 1976-77 1977-78 Total 
No. Union Terri tories -----

Dis- Re-im- Dis- Re-im- Dis- Rc-im-
bur e- burse- burse- burse- burse- burse-
ments mcnts mcnts ments ments ments 

I . Andhra Pradesh 
2. Assam 
3. Biha r . 
4 . Gujarat 
5. Harya1rn 
6. Himachal Pradesh 

420.04 
57.06 
62.05 

227 .89 
69.33 

129.88 
7. J ammu and Kashmir 42 55 
8. Karnataka . 207 .57 
9. Kcrala 131 .94 

l 0. Madhya Pradesh . l 80. 7 1 
1 I . Maharashtra 418.39 
12. Ma nipur 
13. Meghalaya . \ 
14. Naga i a nd 
15. Orissa . 
16. Punjab 
17. Rajas than 
18. Sikk im 
19. Tamil Nadu 
20. Tripura 
21. Uttar Pradesh 
22. West Bengal 
23. Andaman, and 

Nicobar [slands 
24. Arunacha l Pradesh 

6. J 5 
20 .67 
45 .94 
28. 72 

115 .12 
262.53 

1.34 
501.1 5 

2.84 
120. 54 

69.80 

0.36 

25. Goa, D aman& Diu 56.48 
26. Lakshadweep 
27. Dadra & Nagar Haveli 
28 . Mizoram 
29. Pondicherry 24. 03 

299.61 
44 .82 
34 .69 

179 .44 
2 1. 57 
64. 97 
49.62 

158. 67 
77.45 
93.60 

305. 74 
0 . 18 

14. 26 
3. 77 

22 .07 
79.2 1 

17 1.48 
J. 34 

392. 27 

90.36 
39.5 1 

0 .36 

23. 12 

2 .97 

(Rs.inlakhs) 
200.00 258. 76 620 04 558 37 
12.08 24.37 69.14 69. 19 
37 . 77 

120 .58 
63. 08 
58.58 
71. 70 

139.26 
146. 14 
133. 08 
148. 13 

3.55 
14.06 

9.30 
33.76 

153 . 78 

204.61 
14 .05 
34 .39 
33.86 

9. 19 
64.64 

8 .37 
5.50 

25. 00 

45 .94 
64 . 11 
94 .67 

105. 09 
27 . 18 

156. 97 
126. 32 
156.77 
218. 12 

5.95 
5.05 

34.64 
11. 2 1 
65.3 6 

182. 84 

292.78 
2.84 

19 .09 
4.47 

99.82 
348.47 
132. 41 
188 .46 
114.25 
346. 83 
278.08 
313. 79 
566.52 

6. 15 
24.22 
60. 00 
38. 02 

148.88 
416.31 

1.34 
705. 76 

16.89 
154.93 
103.66 

0 .36 
9. 19 9. 19 

66.35 121. 12 

8.37 8.37 
5.50 5.50 

49.03 

80 .63 
243. 55 
J 16.24 
170 .06 

76.80 
315. 64 
203.77 
250.37 
532.86 

6. 13 
19 .3 1 
38.4 l 
33 .28 

J 44. 57 
354.32 

1. 34 
685.05 

2.84 
109.45 
43 .98 

0 .36 
9. 19 

89.47 

8.37 
5.50 
2.97 

T OTA.L . 3203.08 2171.08 1744.46 199 1. 94 4947.54 4 163.02 
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5. Unauthorised occupation of salt land-Bharpur Salt works.­
Mention was made in paragraph 31 of the Report of the 
Comptroller and Auditor General of India for 1977-78 : Union 
Government (Civil), about a case of unauthorised occupation 
of salt land. Details of a similar case noticed in audit .are 
mentioned below : 

In the erstwhile Bombay State, 'Ghatkopar' village was 
leased to p,arty 'A' for a period of 99 years from 1844-45 by 
an indenture of lease executed in 1845. According to the terms 
of the lease, the lessee could utilise the salt marshy land in the 
village for construction of salt work subject to payment of 
ground rent a·nd other taxes according to the law in force from 
time to time. A s.alt work known as 'Bharpur Salt Work' was 
set up by the lessee in 1845 on an area covering 138 acres and 
27 gunthas on the leased premises. With the approval of Gov­
ernment and by an indenture dated 12th March 1918, the salt 
work w.a5 assigned to party 'B' for the remaining ]'.leriod of the 
lease. In 1917-18, the lease of the land under the salt work 
was also separated from the lease in respect of tbc rest of the 
village and the licence to manufacture salt w.as issued io favour 
of party 'B'. The lease expired in 1943, but parly 'B' conti­
nued to manufacture salt on the la'nd under the authority of 
licence granted by the S.a:It Department on payment of the 
necessary ground rent. In 1946, party 'B' died intestate and 
for some time the property was administered by the heirs and 
later by the Custodian of Evacuee Property till July 1953 
when the salt work on 130.5 acres of l.and was purchased by 
firm 'C' along with some other property for Rs. 3.26 lakhs. 

In reply to a reference received (February 1963) from firm 
'C' for eviction of certain encroachments on the land, the Salt 
Department, without linking up its records, informed firm 'C' 
in March 1963 that as the salt work was a private property, the 
"Shilotries" of the salt works might be asked to take steps to 
evict the encroachment. In February 1965, the attorneys of firm 
'C' which had, in the meantime, gone (1964-65) into 
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liquidation, informed the Deputy Salt Commission_~r, Bombay, 
th.at the property had been distributed among the tlve partners, 
leaving a small portion with the defunct firm and that the !::ind 
was no more used for manufacturing salt. On receipt of this 
letter, the department investigated the whole matter including 
ownership of the I.and and observed that : 

the land actually belonged to Government 

the lease had expired in 1943 

no salt was being manufactured on the salt work ; 

buildings were being constructed on certain portions 
of the land ; 

that ,a portion of the land measuring 8 acres and 
6 gunthas had been acquired by the Governmen t of 
Maharashtra in 1958 under the Land Acquisition 
Act, 1894 for the Eastern Expres~ Highway on 
payment o'f compensation of Rs. 0.54 J.akb to 
firm 'C' and that in September 1966, by an order 
of the Bombay High Court an additional compen­
sation of Rs. 0.30 lakh was aw.arded to firm 'C'. 

No action was taken by the department to get the 
construction work stopped in consultation with the Municipal 
Corporation of Bombay or to recover the amount of Rs. 0 .84 
l.akh paid as compensation by the Government of Maharashtra 
to firm 'C'. However, in December 1966, the Deputy Salt 
Commissioner asked the firm's solicitors to instruct their clients 
to hand over vacant possession of their shares of the salt work 
to Government. On their failure to do so, proceedings for tile 
vacation of the Ja'nd were initiated (March 1967) under the 
Public Premises (Eviction of Unauthorised Occupants) Act, 
1958. In 1971 , two partners of the fi rm ch;illenged the 
validity of the proceedings in the Bombay High Court and 
obtained an 1njunction, restraining the department from taking 
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any further proceedings in the matter. The pet1t1on was with­
drawn by these partners from the Court in August 1979. No 
further action to resume the land had been taken by the depart­
ment so far (November 1979). 

M eanwhile, a residential colony known as 'Garodia Nagar' 
came up on the land conveyed to the rcmainin~ three partners. 
The total area under unauth.orised occupation was 130 .acres 
and 21 gunthas (6.32 Jakh sq. yards) and acc.:0;·d ing to the 
department (October 1979) the value of the land now might be 
about Rs. 5 crores. 

It was also noticed in audit: that the register~ maintained by 
the department from 1932 regarding salt works .:'!1J not contain 
a·ny column to show the ownership of the land ur1der salt works, 
nor did they indicate the dates on which the kases of lands 
(on which salt works were situated) were to expire. There 
was also no indication to show th.at any periodical checks were 
exercised by the department with a view to resuming the lands 
or getti'ng the leases renewed on their expiry. The department 
stated (December I 979) that it was investigating the tenure of 
lands under salt works, after completion of wbkh it was pro­
posed to m.afotain the register indicating the tenure. 

T he case disclosed that : 

although the lease of Government land covered by 
the salt work expired in 1943, no action for resump­
tion of the land or renewal of the lease was 
taken by the Salt Department ; 

although Government came to know in December 
1966 th.at some buildings were being constructed on 
the land, no action was taken to get the construction 
activity stopped in consultation with the Municipal 
Corporation o'f Bombay ; 

no action was taken to claim R s. 0.84 lakh from 
firm 'C' on account of compensation received by it 
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for the land acquired (1958) by the Government 
of Mahar,ashtra ; 

Government lancl valuing about Rs. 5.00 crores 
was u'nder unauthorised occupation ; and 

the registers maintaned by the department regarding 
salt works did not show the owncr~hip o( the lands 
under salt works, nor did they indicate the dates on 
which the leases of suc!1 Ja"nds wer~ to expire :md 
thus, no periodical checks were erercised by the 
department with a view to resuming the lands or 
getting the leases renewed on their expiry. 

MINISTRY OF PLANNING 

(Department of Statistics) 

6. Infructuous expenditure on hire of a calculator.-To 
achieve synchronisation of Central and State tabulation for 
pooling of the Central and State Sample Survey results and to 
enable the D ata Processing Division, Nagpur, to undertake this 
work, Government accorded (October 1975) revised 
sanction for Rs. l .14 lakhs for hiring and instaUation 
of one 550-calculator and purchase of two control 
panels from the International Computers (India) 
Private Ltd. (ICL). In anticipation of Government revised 
sanction, the National Sample Survey Organisation (NSSO), 
Nagpur hired the calculator on a monthly rental of Rs. 6,520 
from 9th September 1975 ior installation in the operation 
centre at Nagpur which had 4 tabulators. The rent for the 
calculator was to be charged for a minimum period of two years 
after 30 days from the date of delivery or date of installation 
of the calculator, whichever was earlier. It could not, however, 
be installed in the operation centre, Nagpur as the owners of the 
building (Nagpur Municipal Corporation) had stated earlier in 
July 1975 that the second floor of the building could not withstand 
the load of an air-conditioning plant. No accommodation was 
also available on the ground floor for installation of the air­
conditioning plant and the calculator. The NSSO could not also 

-



-

-

I 
,./'" 

57 

secure any alternate accommodation fit (or installation of the 
equipment. The calculator, thus, remained idle at Nagpur from 
September 1975 to April 1976 for which rent of Rs. 0.44 lakh 
was paid to the ICL. 

In January 1976, the NSSO der:ided to transfer 3 tabulators 
available at Nagpur to Calcutta. As it was felt that the remaining 
one tabulator would not be adequate to feed the cakulator, the 
calculator itself was shifted to Calcutta in May 1976; the remaining 
tabulator was also shifted to Calcutta in April 1977. However, 
the calculator could not be installed even at Calcutta due to 
operational and technical difficulties . Besides, there was no need 
for such a powerful equipment in the near future as the NSSO 
had decided (November 1975) to resort to progressive 
computerisation of National Sample Survey Data Processing 
Work. The NSSO , Calcutta, therefor..-:, requested (December 
1976) the ICL to discontinue the hire of the calculator and it 
was surrend;red to the ICL on 25th September 1977 without 
being used. Hire charges paid from May 1976 to September 
1977 amounted to Rs. 1.10 lakhs; in addition, Rs. 0.26 lak:h 
were paid to the ICL for the transfer of the equipment from 
Nagpur to Calcutta and its dismantling, etc. 

The fact that the building at Nagpur could not withstand the 
load of the air-conditioning plant and the calculator or even the 
machines already installed was known to the NSSO in July 1975 
itself. Even then the NSSO did not make any attempt to cancel 
the contract placed earlier in June 1975. Government stated 
(November 1978) that the loss due to hire of ICL 550-calculator 
was because of unavoidable and unknown circumstances beyond 
the control of the department. Government added (October 
1979) that at th~ time of hiring the calculator, the Data 
Processing Centre, Nagpur, was hopeful that "the owners of the 
building would provide ground floor accommodation or 
alternatively it might be possible to obtain suitable accommodation 
elsewhere". The fact, however, remains that expenditure of 
R~. 1.80 Iakhs incurred on hiring of the calculator and its shifting 
etc. proved infructuous. 
S/l AGCR/79-5 
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7. Losses and irrecoverable dues written off/ waived and ex gratia 
payments made 

A statement showing losses and irrecoverable revenue, duties, 
advances, etc. written oft/waived and also ex gratia payments 
made during 1978-79 is given in Appendix I to this Report. 

-
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CHAPTER H 

WORKS EXPENDlTORE 

MINISTRY OF AGRICULTUR E AND IRRIGATION 

(Department of Agricu.Jture) 

8. Centra.J Ground Watcl' Board 

1.0 In 1954, a new department named Exploratory 
Tubewells Organisation since renamed in l 970 as Central Ground 
Water Board (hereafter 'Board') was set up in the Ministty of 
Agriculture to coordinate at the national level the activities for 
the exploitation of ground water resources. The Board has as 
its Chairman a Joint Secretary in the D epartment of Agricullure, 
4 full time members and 5 ex-officio members; it operates through 
its 7 regional offices, 8 driJUng divisions, 4 project offices and 
10 Ground Water Unit offices Jocate<l at various places in the 
country. 

l.l During 1974-75 to 1978-79, the expenditure incum:tl 
by the B ol;lrd on establishment and works amounted to Rs. 2.91 
crores, R $. 3.72 crnres, Rs. 6.26 crores, R s. 8.92 crores and 
R~. 7.02 crores respectively; of these, tbe expenditure on 
establishment alon.e amounted to Rs. 2 .11 crores, R s. 2.56 crores, 
R s. 3.41 crores, R s. 3 .38 crores and R s. 3.36 crores 
respectively. 

1.2 The Board has drilled exploratory wells, observation 
w~]Js and slillJ holes jn various parts of the COJJntry; the number 
of such wells drilled during 1974-75 to 1978-7_9 were 304, 435, 
405 , 440 au.d A-Tl- respect,ivcJy. In 197(}-77, t)J~ !>hortfall as 
compi.ired to the original ~nd revised target~ of .$58 and 574 wells 
was due to non-provision .of sites. delay j)) procureip.ent of 
aqditjonal rigs an.cJ f,re.9uent br.e~~dQwns Qf ri~s; il} 1977-78, 
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tbc shortfall as compared Lo the original and revised ta rgets of ~ 
616 and 470 wells was due to cyclone ir~ Andhra Pradesh, -
insufficient supervisory staff on ·drilling rigs, long distance 
movement of machines and men, etc. 

~.O De1•e/vp111e11t of prod11 ctio11 wells from exploratory 
wel/L-Sut:<.:L: ·s[ul wt.:lb (i.e. wells wh ich yielded not less than 
20,000 gallons of water per hour) arising a a resull of exploratory 
drilling were developed into production wel~s and handed over 
to the State Governments for irrigation purposes against recovery 
of cost. In respect of unsuccessful we! Is (i.e. wells with discharge 
of less than 20,000 gallons per hour), the State Governments 
were required to indicate, before tile operations were started, 
the minimum quantjty and quality of water which would be 
acceptable to them. The Public Account"> Committee (Fifth Lok 
Sabha: 1971-72) had also recommended in par agraphs 3.17 
and 3.18 of it<; Third Report that berore selecting sites for 
exploration, the State Governments should be consulted as they 
were the ultimate users of the wells and that mutually acceptable 
terms in regard to minimum yield and payment of cost be settled 
between the Board and the State Government& before undertaking 
drilling so that the entire cost of the wells with yield less than 
20,000 gallons per hour might not go waste. F or this purpo-se, 
although the norms for costing were revised from time to time, 
there was nothing on record to show that prior consent of the 
State Governments was obtained for revision of the norms and 
for conversion of exploratory wells with a discharge of less than 
20,000 gallons per hour into production wells . 

2.1 Out of 913 exploratory wells drilled during 1974-75 
to 1978-79 , 129 wells were abandoned as unsuccessful. There 
were 182 (91 pertaining to 1968-69 to 1975-76 and 91 to 
1976-77) wells costi ng Rs. 47.28 lakhs, which had 
not been taken over (November 1979) by the State Government~, 

due to poor discharge (54 wells in Punjab , Haryana and Andbra 
Pradesh) , salinity of water being in excess of tolerable limits 
(3 wells in R ajasthan ) , non-fulfilment of density /spacing cr iteria 

• 
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fixed by the State Government ( 17 wells in Gujarat) , b ck of 
command area ( 6 we!Js in H aryana and Gujarat) and absence 
of any approved scheme for the area (24 wells in Punjab and 
Haryana) . The SMte Governments did not indicate any reasons 
for not taking over the remaining 78 well · . Government stated 
(December 1979) that out of I 82 wdls. 16 costing Rs. 4. 71 
Jak hs had since been taken over by the Ll iffcrent State authorities; 
no records were, however, shown lo Audi t for verification. 

2.2 The Board developed 73 unsuccessful wells at a co t of 
Rs. 16.21 lakbs during 1959-60 to 1976-77 without any request 
from the State Governments; these wells had not been taken 
over by the State Governments so far (November 1979) , nor 
bad any decision been taken for "fishing out" the assembly and 
pipes installed in them. Government stated (December 1979) 
that "fishing out" of assembly from the wells was uneconomical 
and full of hazards and that the State Governments wcr ..-: being 
persuaded to take over these wells. 

2.3 Fourteen wells were drilled in Haryana at a cost of 
Rs. 7.93 lakhs in areas, which were already over-exploited for 
ground water potential or were irrigated by canals or where 
farmers had installed their own tubewells. No reasons for 
selection of these s ites could be furn ished bv the Board. 

2.4 Delay in costing of wells.-Costing of 243 wells 
comtructed during 1957-:'\8 to 1973-74 (32) , 1974-75 (36) . 
1975-76 (60) and 1976-77 ( 115) had not been done so far 
(November 1979) and, consequently, they had not been offered 
to the State Governments so ear (Nove1;1ber 1979) ' for taking 
over. Out of 243 wells, costing of 164 wells was in progrc s 
(November 1979) and that of 79 wells had not been completed 
due to non-finalisation of costing procedure for wells drilled in 
mixed formations (66 wells), shifting of division (5 well") and 
non-cate.gorisation of wells (8 wells) . 

2.5 Non-recovery of cost from the State Govemmenls.­
Cost of 122 tubcwclls (R s. 72.57 lakhs) handed over to the Stat~ 
Governments during 1959-60 to 1976-77 was yet ( Tovemher 
1979) to be recovered. Government stated (December 1979) 
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that payments were awaited from the State G overnments in spi te 
of persistent requests and that Rs. 12.67 lakhs for 19 tubewells 
had since been recovered; no details were, however, furnished 
fo r verification . 

Another 46 wells were handed over to the State Governments 
during 1962-63 to 1977-78, but the demand for payment of 
cost had not been made by the Board as the costing of the wells 
was yet (November 1979) to be clone due to non-closure of 
estimates. 

3.0 Drilling of tubewells ! IS deposit works.-The standard 
terms and conditions for deposit works provide that the estimated 
cost of construction of a tubcwell be paid in advance to tbe 
Board. The actual expenditure incuired plus departmental and 
hire charges arc finally recoverable fro m the beneficiary. A 
test-check in audit of the accounts of 4 divisions d isclosed that 
Rs. 22. 13 lakhs were spent ( 1974- 75 to 1978-79 ) on deposit 
works in excess of the deposits received, but that no recovery bad 
been effected so far (November 1979). Government stated 
(D ecember 1979) that details of excess expenditure of R s. 14.74 
lakbs had been collected for expediting recovery and that details 
for the balance amount were being collected from the divisions 
concerned. 

4.0 Narmada Project in Madhya Pradesh and Gujarat.­
The project was sanctioned (May 1971) by Government at an 
estimated cost of Rs. 1.81 crores for carrying out comprehensive 
water resources study of the Narmada Project Basin from 1971 
to March 1975. The project started from October 1971 and 
till March 1975, against the ta rg<!t of 4 10 wells (exploratory-
100, observation-260 and slim holes-50), 103 wells 
(exploratory--65, observation-35 and slim holes-3) were 
completed and R s. 123.24 lakhs were spent. The slow progress 
was attributed to poor and defective perfo~mance of 3 rigs newly 
purchased in September 1972 (deta ils in sub-paragraph 6.1), 
2 rigs being utilised on drought relief programme elsewhere in 
Gujarat and inaccessibility of sites on account of poor communi­
cation facilities. 

-
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In view of the slow progress, the project was extended from 
April 1975 to March 1978, involving an additional outlay of 
Rs. 89.58 lakhs. Taking into accounl the actual expenditure 
(Rs. 123.24 lakhs) already incurred, the total estimated cost 
of the project worked out to Rs. 212.82 lakhs against which 
Rs. 221.74 lakbs bad been spent till March 1978. Although 
the cost had increased from Rs. 1.81 crorcs (original) to Rs. 2.22 
crores (March 1978) , the number of wells actually drilled was 
191 against the original target of 410 wells and revised target 
of 198 wells. Wells constructed were yet (November 1979) 
to be handed over to both the State Governments. Government 
stated (December 1979) that out of 71 successful wells, co ting 
of 49 bad since been finalised and the wells had been offered 
to the Government of Madhya Pradesh for take-over. 

Although machinery and equipment (value: Rs. 29.93 lakhs) 
and other stores (value : Rs. 34.11 lakhs) had been purchased 
for the project, stores accounts had not been maintained properly 
and physical verification conducted in November 1975 disclosed 
shortages of Rs. 0.20 lak.h and surpluses of Rs. 7.S4 lakhc; . The 
discrepancies, inter alia, were under investigation by the 
Commissioner of Departmental Inquiries and his findings were 
awaited (November 1979). 

5.0 Working of rigs-loss of operational days.-During 
1975-76 to 1978-79, the Board had 48, 51, 51 and 54 rigs 1 
against 8,070, 7,990, 8,743 and 7,846 operational rig days, the 
non-operational rig·days were 9,450, 10,625, 10,382 and 11,959 
respectively. Thus, the rigs were utilised .for only 40 to 46 per 
cent of the total available rig days during four years. Out of the 
operational days, 3,122 and 2,882 days were utilised on ~biftiog 
of rigs and their preparation for use in 1977-78 and 1978-79 
respectively. 

Out of 51 rigs available with the Board in 1977-78, 8 rigs 
worked for less than 120 operational days; 24 rigs worked for 
120 to 180 days; 13 rigs worked for 180 to 240 days and only 
6 rigs worked for more than 240 operational days. Three rigs 
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remained under shifting from one project/division to another for 
periods ranging from 4 to 7 months during April 1977 to 
October 1977. One rig remained idle for 311 days in 1977-78. 

The Public Accounts Committee (Fifth Lok Sabha : 
1971-72) in its 3rd Report had expressed the hope that wjth 
the formation of the Board in 1970, the performance of rigs 
would show improvement. Contrary to this expectation, however. 
while the loss of working days during 1965-66 to 1969-70 
was 29, 37. 42, 63 and 44 per celt/ respectively, during 1975-76 
to 1978-79, it was 54, 57, 54 and 60 per cent respectively. 
Figures of operational expenditure for all these years were not 
available as it was not booked separately in accounts. The 
Public Accounts Committee, in its aforesaid report, had also 
recommended that the norms for drilling operation in terms of 
average footage per rig per day might be evolved in the i ntere~ t 

of keeping a proper watch over their performance and for taking 
remedial measures. No such norms had been prescribed so far 
(November 1979) . Government stated (Deccm~er 1979) that 
a committee appointed for fixing such norms in 1978-79 bad 
submitted its report which was under their consideration 
(December 1979) . 

6. Procure111e11t of rigs and other equipment 

6.1 Procurement of three trailor mounted heavy du ty 
drilling ri[!s.-The Board procured (September 1972) 3 rigs with 
accessories (cost: Rs. 14.76 lakhs) through the Director General, 
Supplies and Disposals CDGSD) from firm 'X' , According to 
the terms of agreement, after initial inspection of the ~tores at 
the works of firm 'X', •inspection note was issued on 3 rd August 
1972 and payment of Rs. 13.73 lakhs (90 per cent of p rice) 
was made to firm 'X'. A preliminary visual inspection of the 
rigs in September 1972 revealed several defects in the quali ty of 
drill pipes, workmanship and raw material used. These defect<; 
were brought (September 1972) to the notice of firm 'X ' :: nd 
the DGSD . When the rigs were actually put into operation in 
November 1972, the perforrnance was not up to the mark ; 
one rig could d rill only 650 feet in 10 days and the drive cba :n 
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also was broken during operation. Firm 'X' could rectify the 
defects partially. In the meantime, there were more reports 
regarding unsatisfactory performance and defects in the rig : 
these were inspected (March 1973) by the Superintending 
Engineer who pointed out further defects and held that "no 
amount of replacement or rectification by the firm in these rigs 
will eliminate the trouble and that the rigs cannot be capacitated 
to drill to their rated capacity". A committee of officers drawn 
from the Board, the Directorate of Inspection and the representa­
tive of the suppliers observed the working of one of the rigs in 
December 1973 and Januarv 1974 and came to the conclusion 
that the rig gave poor performance. The DGSD then sought 
advice of the Ministry of Law which opined that fi rm ·x· could 
be asked to take back the material if the department could adduce 
evidence to establish the degree of performance expected of the 
rigs. No efforts were made to collect data of oerformance or 
indigenously manufactured rigs from any other partv or 
department. On 5th January 1976, the Ground Water Di vi~io n 
No. I reported that the rigs were almost wholly unsuitable and 
involved serious danger to life and materials. Ncvcrthelc~s, after 
detailed discussions on 16th December 1976, with the officers 
of the Board and the DGSD, it was decided to accept the rigs 
afrer effecting recovery (Rs. 1.08 lakhs) towards repairs and 
replacements of drill pipes and other components. The Board 
could not state as to how much expenditure was actually incurred 
on rectification of defects and repairs of components again ~t 
recovery of Rs. 1.08 lakhs from firm 'X'. Commenting on the 
unsatisfactory performance of the rigs, the Chief E ngineer observed 
(June 1978) that " the rigs were thrust on us which arc bei11 2 
used to half of their rated capacity". 

6.2 Procurement of one DT!-l rig.-One water well down the 
hole hammer (DTH) type drilling rig of 305 metre rated capacity 
was procured (February 1977) hy the Board from firm 'Y ' 
through the DGSD at a cost of Rs. 27.9 1 lakhs. According to 
the tenns of the acceptance of tender, firm 'Y' was req uired to 
carry out, free of cost, erection and commissioning of equipment 
at the consignee's site. The first test of the rig was conducted 
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on 5th May 1977. The rig could penetrate up to 105.4 metres 
only in 71 days of operation. At the request of firm 'Y', the 
second test was conducted at another site from 14th July 1977 
to 29th August 1977. While the test was in progress, the defects 
observed in the rig were discussed on 30th July 1977 with the 
representative of firm 'Y ' and the DGSD. Firm 'Y' was then 
asked (July 1977) to carry out necessary replacements and 
rectifications and to complete the trial of the rig within 30 days, 
i.e. before 31st August 1977 and in the event of its fai lure, it 
was stipulated that the rig would be rejected at the risk and cost 
of firm 'Y' and recovery effected. The rig did nqt work up to 
rated capacity even on second trial. No tests were carried out 
thereafter. Firm 'Y' carried out repairs and modifications during 
31st July 1978 to 12th August 1978 without replacement of 
major components which were found defective during the capacity 
test. The final inspection was fixed for 20th September 1978, 
but firm 'Y' backed out in giving the test and trial of the r ig. 
The DGSD informed the Board in September 1979 that the 
matter had been referred to the Inspection Wing at Madras to 
hold preliminary meeting with Firm 'Y'. 

Another order on firm 'Y' for supply of similar rig (cost : 
Rs. 24.79 lakhs excluding sa1es tax) for another project was 
placed in March 1977. The Board wanted to cancel the order 
in the light of the poor performance of the rig procured in 
February 1977. The Ministry of L aw advised (October 1977) 
that the cancellation of the order could be done with the cons~nt 
of firm 'Y'. Firm 'Y', however, stated (December 1977) t:bat 
it had alre.ady purchased raw-material and gone ahead with the 
fabrication work connected with the drill. Final decision in 
regard to the cancellation of this order had not yet (November 
1979) been taken. 

6.3 Procurement of driiJ.e pipes.-An indent for the procure­
ment of heavy duty seamless steel drive pipes of varions 
dimensions required for use by the Board was cross­
mandated by the DGSD to the India Supply Mission (TSM), 
London o·n 5th August 1971 . After consulting (April J 973-
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June 1973) the Board, the acceptance o( tender was placed on 
firm 'Z' on 30th July 1973 for supply oE 2,075 metres of 
16" size drive pipes. Firm 'Z' informed the ISM on 1st May 
1975 that it had produced extra length of approximately 
149 metres and enquired whether the department would accept 
this additional quantity; this was agreed to by the Board. Against 
the total order of 2,224 metres, firm. 'Z' finally supplied 
(October 1975) 2,252 metres of the pipe (cost: Rs. 19.14 
lakhs). The Executive Engineer concerned informed the Board 
on 3rd July 1976 that he required only 800 metres of this pipe 
and that the balance of 1,452 metres might be distributed to other 
divisions. The excessive procurement of 1,452 metres resulted 
in blocldng of funds involving foreign exchange to the extent of 
Rs. 12.34 lakbs. The Board later on (November 1976 and 
March 1977) decided, with the approval of the Ministry, to 
release about 797 metres of this pipe to other departments and 
State Governments during November 1976 to March 1977. The 
surplus stock still lying with the Board was 655 metres of !he 
pipe costing Rs. 5.57 lakhs. 

7.0 Summing up.-The following are the main points that 
emerge:-

TubcwelJs with a discharge of less than 20,000 
gallons per hour were also developed as production 
wells without obtaining the prior consent of the State 
Governments for their subsequent take-over; 73 such 
we1ls were developed at a cost of Rs. 16.21 lakhs 
during 1959-60 to 1976-77. 

182 wells (constructed during 1968-69 to 1976-77) 
costing Rs. 47.28 lakhs had not been taken over 
(November 1979) by the State Governments because 
of their unsuitability on various points. 

243 wells (constructed during 1957-58 to 1976-77) 
could not be offered (November 1979) by the Board 
to the State Governments for take-over as the costing 
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of these wells had not been finalised for var ious 
reasons. 

An amount of Rs. 72.57 lnkhs on account of cos t 
of 122 weUs handed over to the State Governments 
during 1959-60 to 1976-77 was still (November 
1979) to be recovered. 

E ven though against the original target of 41 0 wells 
to be drilled under Narmada Project, the actual 
number drilled till March 1978 was 191 (against 
revised target of 198 wells) , the cost of the project 
had increased from the original e t imate of R e;. 1.81 
crores to Rs. 2.22 crores. 

A sum of R s. 22. 13 Iakhs incurred during 1974-75 
to 1978-79, in excess of deposits in respect of wells 
drilled as deposit works, had not been recovered 
so far (November 1979) from the bcneficiarie5. 

In regard to uti lisation cf rigs, there was opcration.11 
loss ranging from 54 to 60 per cent of the lot:il clays 
during the period 1975-76 to 1978-79. 

No norms for drilling operations in terms or a v.:rage 
footage per rig per day have been evolved de pile 
the recommendations made bv the Public Account 
Committee (Fifth Lok Sabha : 197 1-72) in it 3 rtl 
R eport. 

Three ri.es procured at a cost of R s. 14.76 la kh<; in 
Seote mber l 972 were fou nd defective and were 
working only at half of their rated cnpac ity. 

One rig procured in February 1977 (cost : Rs. 27 .91 
lakhs) was found defective in te ts conducted in 
Mav 1977 a nd August 1977. 

P urchase of drive pipes without rcali~ t:c a sc:s,ment 
rt"suJted in unnecessary blocking of funds to the 
~xten t of R s. 5.57 lakhs. 

-
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MINISTRY OF AGRICULTURE AND rRRIGATION 

(Department of Agriculture) 

and 

DELHI ADMINISTRATION 

9. Minor Irrigation Schemes (Delhi Administration) 

1. To provide adequate irrigational facilities throughout the 
year for production of vegetables, certain minor irrigation schemes 
for the Union Terrifory of Delhi were included in the Fourth 
and Fifth Five- Year Plans. The total outlays for the schemes, 
approved in the Fourth and Fifth Plan periods, were Rs. 89 Iakhs 
and Rs. 240 lakhs respectively. Details regarding the total 
outlay and actual expenditure on the schemes during the Fourth 
and Fifth Plans are given below :-

4th Plan 

Plan Actua l 
Outlay Expendi­

ture 

Plan 
Out by 

5th Plan 

Provision 
in ir.c 

Annua l 
Plans 

(ln lakhs of rupees) 

Tube-wells 31 J l 43 43 69.S5 48.83 

Efiluen1 18.88 14 .57 11 2. 15 126.69 

Bunds 8.70 17.63 40.00 38.48 

Miscellaneobs schemes 30 .3 1 5.95 18.00 13. 00 

TOTAL 89.00 81.58 240.00 227 .00 
-- ---

Actua l 
r xr c1 d­

iturc 

:. 

41.50 

l 05 .40 

31. 87 

0.32 

179. 09 
----

Io the Fifth Plan, Rs. 18 lakhs were included for preparation 
of a Master Plan for irrigation for the Union Territory of D elhi 
and out of this amount, a provision of Rs. 10 lakhs was made 
in the annual plan for 1977-78, but no expenditure was incurred 
on this account during the year as the sanction of the scheme 
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was stated (June 1979) to have been received "at a very late 
stage". The expenditure incurred during 1978-79 was Rs. 0.32 
Iakh only against budget provision of Rs. 3.00 lakhs. No 
Master Plan bas, however', so far been prepared (November 
1979). 

Out of the total area of 1.91 lakh acres under cultivation 
during 1968-69, the total net area under irrigation was 1.05 lakh 
acres. Against additional net area of 11 , 771 acres en vjsaged 
during the Fourth Plan, the actual firm figure of achievement 
was not available (December 1979) ; against addi tional net area 
of 13,000 acres envis.a·ged during the Fi'fth Plan, l 3,800 acres 
were brought under irrigation up to March 1979. 

2. Some of the important points noticed during test-check 
in audit of the accounts of tbe minor irrigation schemes are 
mentioned below : 

Tube-wells : 

2.1 Twenty shallow cavity and 21 deep tube-wells were 
maintained by the Minor lrrigatioo Division in 1969. The · 
following table shows the progress of installation of tube-wells 
and extension of tube-well irrigation during the Fourth and 
Fifth Plan (up to March 1979) 

Fourth Five 
Ye'1r Phn 

Fifth Five 
Year Pla n 

No. o f tube-wells Cost 
(in 

Shallow Deep tube- lakhs 
cavi ty wells o f 

rupees) 

Total a rea 
brought 
under 

irr j;gation 

Target Achieve- Target Ach ieve- Target Achieve-
ment ment ment 

(in acres) 

JOO 100 5 5 43.43 3350 2770 

49 22 14.·71~ 2900 1230 

•rn a j d ition R 5. t.n lak hs arid R5. 25.06 la khs w~re spent on boring 
of 2 tu.be-wells and exploratioo and e>U)loitatiop of groµnd w11ti:r ri:s9lltce.s 

respcct1vely. 

-

:1 
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Forty-nine tube-wells to be installed during the Fifth Plan 
included 24 additional tube-wells (Plan provision-Rs. 12.85 
lakhs) to provide assured irrigation to marginal fa rmers for 
approximately 2,000 acres. Against this, an estimate of 
Rs. 48.48 lakbs was prepared (June 1976) and sanctioned 
(February 1978). Rupees 1.73 lakhs had been spent up to 
March 1979 on the boring of 2 deep tub.;--wells out of 24, but 
no area bad been brought under irrigation. 

2.2 Out of 168 tube-wells, 14 (6 deep and 8 shallow cavity ) 
installed (1965-76) at a cost of Rs. 10.84 lakhs were reported 
to have been abandoned (1973-77) due to land acquisition by 
the Small Sc.ale Industrial Development Corporation (2 ), defec­
tive and brackish water (3), failure of boring or 'cavity down' ( 4) 
and urbanisation (5). 

The Chief Engineer stated (June 1979) that one deep 
tube-well out of 6 had been recommissioned (cost : Rs. 0.06 
lakh) in June 1979 by successful rebcring. 

2.3 In addition, 39 tube-wells (installed during 1965 to 
1976 at a cost of Rs. 21.67 lakhs) bad been closed temporar ily 
for periods ranging from 1 to 5 years. An analysis of the 
reasons given for the temporary closure showed that 9 tube-wells 
(cost: R s. 4.61 lakbs) bad been closed due to lack of demao-.l , 
13 (cost : Rs. 5.53 lakhs) due to defective electric supply meters 
and the remaining 17 (cost: Rs. 11 .53 lakhs) due to various 
other reasons. 

The Chief Engineer stated (June 1979 and October 1979) 
that at present 13 tube-wells were not working clue to mechanical 
or other faults, 22 others were not working either due to defect ive 
electric mc-ters, overhead lines, etc. or were proposed for 
permanent abandonment. 

2.4 The percentage of tube-wells which .did not work during 
1974-75 to 1978-79 ranged from 32 to 44 per cent for khar.if 
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harvest and from 2 l to 33 per cent for rab i harvest as <;hown 
below:-

1974-75 1975-76 1976-77 1977-78 1978-79 
Deta ils -- ----

K ha- Rabi Kha- Rabi Kha- R abi K ha-Rabi K ha-Rabi 
rif r if r if r if rif 

(i) Numberoftube-
wells 

(a) Available 146 150 152 155 156 156 159 161 161 163 

(b) Operated 100 114 85 123 87 122 92 108 93 11 7 

(ii) Number of tu be-
wells not opera-

ted 46 36 67 32 69 34 67 53 68 46 

(iii) Percentage of 
lube-wells not 
operated 32 24 44 21 44 22 42 33 42 28 

The non-working of the tube-wells was stated (June 1979) 
to be mainly due to Jack of demand or want of repairs of tube­
weUs, presumably due to bad planning or improper maintenance. 

2.5 According to the Chief Engineer (February 1979), a 
norm of about 50 acres of command area land was taken into 
consideration for installation ol' a tube-well ; the area to be 
irrigated for the rabi and kharif crops would, thus. be around 
100 acres per tube-well. As against this norm, the actual number 
of tube-wells operated and the area irrigated from each tube­
well during the five years end ing March 1979 in three blocks 
are shown in the folfowing table : 
Area irrigated per Number of tube-wells 

tube-well 
1974-75 1975-76 1976-77 1977-78 1978-79 

J lo 5 acres . 6 9 8 17 3 
6 to 10 acres 14 18 23 20 12 

l J to 15 acres 19 17 17 10 18 
16 lo 20 acres 12 14 8 10 12 
2 1 to 30 acres 17 18 19 19 11 
31 to 40 acres 19 16 13 14 12 

' 41 to 49 acres 9 3 l 3 5 
50 acres and above 5 6 4 3 9 

The Chief Engineer stated (June 1979) that one of the reasons 
for inadequate uti lisation of tube-well irrigatio n was the absence 

~ .. 
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of proper water distribution system and that a scheme of improv­
ing of irrigation facilities from the existing tube-wells bad been 
sanctioned (February 1979) by the Delhi Administration to 
provide proper water distribution system from the tube-wells !:>y 
which demands of the cultivators would be increased considerably 
and the percentage of non-working tube-wells would be reduced. 
It would, thus, be seen that although the work of installation of 
tube-wells and construction of distribution system was looked 
after by the same division and there should have been proper 
coordination, the aspect of constructing proper water distribution 
system was neglected. 

2.6 Water from the tube-wells was being supplied for irriga­
tion to the beneficiaries at the rate of one rupee per 16,000 gallons 
of water which worked out to 20 to 45 paise per unit of electricity 
consumed depending on the discharge of water. This rate was 
fixed in 1966 and bad not been revised thereafter. An analysis 
made (January 1977) by the division concerned showed that 
the aforesaid rate needed to be revised to an amount ran!!ing 
from Re. 0.75 paise to Re. 1.00 per unit of electricity consumed 
in order to run the scheme on "no profit no loss" basis. The 
Chief Engineer stated (Octoher 1979 and December 1979) that 
the present practic.e was only to charge the cultivators the units 
of electricity consumed for the hours the pumps had run for 
irrigation and that the proposal initiated hv the division for 
upward revision of rates was under consideration. 

2.7 The following table indicates income accruing from the 
tube-wells and the expenditure incurred on their annual repairs 
and maintenance during 1974-75 to 1978-79. 

No.of Income Expend i-
Year tube- tu re 

wells 

(In lakbs of rupees) 
1974-75 150 2. 05 3 .87 
1975-76 155 1.86 3. 97 
1976-77 156 2.24 4 .26 
1977-78 161 1.52 5.27 
1978-79 163 1. 72 5 .33 
S/l AGCR/79-fJ 
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It would be seen from the above table that while the expenditure 
on annual repairs and maintenance of tube-wells increased from 
Rs. 3.87 lakhs in 1974-75 to Rs. 5.33 lakhs in J.978-79, the 
income decreased from Rs. 2.05 lakbs in 1974-75 to Rs. 1.72 lakhs 
in 1978-79. 

According to the Chief Engineer (June 1979) , the Minor 
Irrigation Division was not working on a commercial basis and 
expenditure for maintaining the tube-wells had increased on 
account of rise in wages and increase in cost of carrying out the 
requisite civil, mechanical and electrical works ; due to lack of 
proper water distribution system on various tube-wells installed 
in low lying areas, the utilisation was not at the optimum. 
The Chief Engineer added (June 1979) that the scheme for 
improving the capacity of shallow cavity tube-wells by construc­
tion of proper water distribution system in the command arell 
was in band and that after completion of this scheme, large area 
would be brought under irrigation of the existing tube-wells which 
would correspondingly increase the number of beneficianes as 
well as revenue. Further developments were aw.aited (December 
1979) . 

2.8 It would be seen from sub-paragraphs 2.2 to 2.4 that as 
on 31st March 1978, 53 tube-wells were not operated ; out of 
these, 14 were abandoned and 39 were not in operation due to 
various mechanical and electrical faults. According to the Chief 
Engineer (January 1980) Jess than 30 per cent of staff of chowki­
dars employed on tube-wells were regular and the remaining were 
on daily wages and could be withdrawn or disbanded as and 
when the tube-well was closed. This, however, could not be 
verified in audit. Besides, expenditure on each tube-well was 
uot separately available in the division . 

3. Extension and improvement of effluent irrigation system 

3.1 In 1964, the area under irrigation by effluent from the 
three sewage treatme·nt plants was 2, 733 acres; at Keshopur 
(West : 100 acres), Coronation (North : 750 acres) and Okhla 
fSouth : 1,883 acres) . With a view to increasing the utilisation 

-
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of effluent, the Committee set up for the purpose ( 1964) recom­
mended, as a short-term measure, bringing under effluent irrigation 
an additional area of 3,000 acres during kharif and rabi of 
1965-66 at a total cost of Rs. 10 Jakhs. The Jong-term recom­
mendation envisaged 35,000 acres of land being brought under 
effluent irrigation in a phased programme during 5 to 10 years. 
Although in October 1965 the Ministry of Home Affairs decided 
that the Municipal Corporation of Delhi would supply sewage 
irrigation water on bulk basis to the Delhi Administration which, 
in turn, would retail sewage irrigation to cultivators and extend 
the system to new areas, the management of effluent irrigation 
system was handed over to the Delhi Administration only on 
26th April 1971. While the maintenance of channels was to be 
done by the Delhi Administration, profits, if any, after deducting 
the expenses incurred, were to be paid to the Municipal CorpQra­
tion , but losses were to be borne by the Delhi Administration. 
The transfer was to be for a period of three years in the first 
instance. The period had not been formally extended so far 
(October 1979). 

3.2 The effluent water from the three treatment plants was 
being supplied to the beneficiaries at the rates fixed by the 
Municipal Corporation in 1951 which ranged from Rs. 9 to 
Rs. 42 per acre depending upon the nature of the crop. Despite 
increase in cost of maintenance, the rates had not been revised 
so far (October 1979) except that for grass which was revised 
' (October 1978) to Rs. 300 per acre to discourage utilisation of 
effluent water for cultivation of grass. 

The Chief Engineer stated (February and October 1979) 
that the revision of water rates had been under consideration of 
the Delhi Administration since 1973-74, but that the final decision 
was yet to be taken. 

3.3 From the proforma account of the scheme, it was noticed 
that it was running at a loss which increased from Rs. 0.69 Jakh 
in 1972-73 to Rs. 4.50 lakhs in 1978-79. The total loss incurred 
up to March 1979 since its take-over from the Corporatio1i1 in 
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April 1971 amounted to Rs. 14 lakhs. According to the Chief 
Engineer (June 1979), the scheme was sanctioned by the 
Government of India on a non-commercial basis, mainly to bring 
additional areas under irrigation. This purpose also has not 
been fully achieved (October 1979). 

1.4 The total area under cultivation from the three treatment 
plants of effluent water at the time of transfer to the Delhi 
Administration in April 1971 was 3,500 acres (Kesbopur 
150 acres, Coronation 650 acres and Okbla 2,700 acres) . The 
fall in the command area under Coronation Scheme from 750 acres 
(1964) to 650 acres (1971) was stated (February 1979) to be 
due to urbanisation of land and other changes in land use. 

3.5 Keshopur effluent irrigation.-With a view to ensuring 
full utilisation of the capacity of the Keshopur Plant, which bad 
been restricted to 12 million gallons per day (MGD) due to 
development of the area on the right bank of the Najafgarb Dra in 
by the Delhi Development Authority (DDA) under the Delhi 
Master Plan, the Delhi Administration planned (July 1969) to 
extend and improve the effluent irrigation from the plant in three 
phases as indicated below : 

Phase I : utilisation of the available discharge of 22 cusccs 
on the left side of the Najafgarh Drain to irrigate 
1,887 acres at estimated cost of Rs. 18.77 lakhs 
(sanctioned in June 1970) revised to Rs. 35.16 
lakhs (sanctioned in March 1976) to cope with the 
ultimate discharge of 90 cusecs ; 

Phase ll : utilisation of 110 cusecs to irrigate 7,113 acres at 
estimated cost of Rs. 48 .68 lakhs (sanctioned in 
September 1976) ; and 

Phase Ill : utilisation of further discharge available, if any. 

3.0 While submitting the project estimates to obtain adminis­
trative approval , the division did not suggest any time schedule 
for completion of first two phases of the scheme as the scheme 
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anticipated taking over of part of Mundka Minor whkh was under 
the control of Haryana Government (for the transfer of which 
discussions were taking place (June 1979) at Central Government 
level). The expenditure incurred on Phase I and Phase II was 
Rs. 41.18 lakbs and Rs. 23.87 lakhs respectively up to March 
1979 and according to the Chief Engineer (October 1979), 
900 acres of land bad been brought under irrigation up to March 
1979. A test-check in audit of the accounts of 40 out of 51 
contracts awarded under Phase I and Phase JI of the scheme 
disclosed the following points. 

(i) Against 1 to 6 months allowed for completion as 
per contracts, extensions of time ranging from 16 days 
to 28 months were granted in 25 contracts for 
completion of the main items of work which were 
essential for utilisation of effluent water. The 
extensions were granted mainly due to delay in land 
acquisition, delay in deciding the site, non-availability 
of cement, delay in communicati"ng certain technical 
decisions and additions to works. 

(ii) Five contracts (value : Rs. 6.02 lakhs) were 
rescinded (April 1975 to lanuary 1976) due to slow 
progress of work. The Chief Engineer stated (Decem­
ber 1979) that in three of these, the extra cost 
incurred on the execution of works had been made 
good from the original contractors. Jn one contract 
(value : Rs. 2.66 Jakhs), the arbitrator disallowed 
the recovery of the extra cost of Rs. 0.75 lakh incurred 
by the division on execution of the remaining work 
through another contractor and in one other, the 
earnest money (Rs. 368.00) was forfeited since 
the work was not started and required to be got 
executed at the risk and cost of the contractor. 

(ill) The work of supply, installation and commissioning 
of pump sets was awarded to a contractor in Septem­
ber 1976 at a cost of Rs. 6.00 lakhs for completion 
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by 31 st January 1977. For want of ele<.tric con­
nection, however, the pumps were not commissioned 
till September 1979 up to which period Rs. 3 .35 lakhs 
had been spent. 

The work of installat ion and ene'J'gisation of power transformer 
with accessories was also awarded to the same contractor in 
January 1978 at a cost of Rs. 1.08 lakhs for completion by 
31st May 1978. The work was not, however, completed till 
October 1979 up to which period an expenditure of Rs. 0.90 lakh 
had been incurred. The Chief Engineer stated (October 1979) 
that although the power transformer had been installed (June 
1978) , the requisite test certificate was not submitted by, the 
contractor till August 1979 because of which electric connection 
could not be supplied by the Delhi Electric Supply Undertaking 
(DESU) . The Chief Engineer stated (December 1979) that the 
pumps had since been commissioned (October 1979). 

3.7 Coronation effluent irrigation.-Against the total capacity 
of the pumping station of 40 cusecs for pumping of sewage to 
the plant, only about 7 cusecs were being utilised for irrigating 
650 acres of land mai11ly due to the low discharge capacity o( 
the hume pipe below the Shabalam bund. A scheme of improve­
ment and extension of effluent irrigation from Coronation plant 
estimated to cost Rs. 10.57 lakhs was formulated in November 
1973 for completion with in one year. T he scope of the scheme 
was modified in August 1975 and revised sanction for Rs. 15.98 
lakhs was accorded in January 1976. In June 1976, it was 
decided that the system should be extended up to Bawana escape 
in order to bring additional I.and under irrigation. The channels 
were redesigned to cater for the discharge of 37 cusecs of effluent 
with the expectation that the total area under the command of 
the system would be 3,000 acres. Tbe sanction for the revised 
scheme for Rs. 45.36 lakhs was issued in February 1978. 
Meanwhile, the work on the scheme continued and R s. 32.21 lakhs 
had been spent up to March 1979. 

-
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A part of the scheme was to be commjssioned by November 
1977 and the whole of jt was to be comple1:ed by June 1978. 
The position of various sub-minors (length) still to be completed 
(October 1979) against their designed length was as under :-

s. Name of the Designed Earth Actual Balance 
No. Minor/Sub-minor length work length yet to be 

(metres) completed completed completed 
in length with (metres) 
(metres) linin,g 

(metres) 

l . Sub-minor No. I 1,300 1,000 440 860 

2. Sub-minor No. 3 1,250 1,21 5 1,250 

3. Sub-minor No. 4 1,300 500 ! ,JOO 

4 . Mukandpur mino'r 1,500 1,500 300 l,200 

5. Main channel 400 400 150 250 

Although Rs. 32.21 lakhs had been spent till March 1979, 
the area irrigated increased from 650 acres to 825 acres only as 
'against 3,000 acres anticipated to be covered. The Chief Enginec:r 
stated (January 1980) that the increase in the irrigated area was 
marginal as the scheme had not been completed so far. 

3.8 The work nf supply, instaJlation and commissioning of 
3 sets of pumps costing Rs. 1.43 lakhs was awarded to a con­
tractor in January 1976 for completion by 3rd Octcber 1976. 
The pumps were, however, commissioned in October 1979. The 
delay was attributed (July 1978) to non-availability of LT. 
switches from the DESU and non-inspection of the transformer 
by the Ele-ctrical Inspector of the Delhi Administration. The 
Chief E ngineer stated (December 1979) that the pumps were 
under regular operation and being put to optimum use sjnce 
November 1979 to provide irrigation facilities to the cultivators. 

3.9 A test-check in audit of 24 contracts awarded under the 
scheme djsclosed that, against the period of 1 to 4 months for 
completion of work .as per the contracts, extensions of time for 
periods ranging from 10 days to 15 months were granted for 
completion of the main items of work whjch were essential for 
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the utilisation of the effluent water. The extensions were granted 
mainly due to delay in land acquisition, delay in communicating 
certain technical decisions, monsoons and additions to work. 

3.10 Okhla effluent _irrigation.-Against the total installed 
capacity of 78 MGD of the three units of the Okhla treatment 
plant, the average daily flow was about 40 MGD during summer 
months and 50 MGD during rest of the year and about 25 MGD 
was being utilised for irrigating 2,500 acres of land. In March 
1968, it was proposed to extend irrigation facilities to an additional 
area of 900 acres in three more villages. The scheme estimated 
to cost Rs. 10.75 lakhs was approved in May 1969 for completion 
within two years. The execution of the scheme, however, was 
started in November 1971 only after the system was banded over 
to the Delhi Administration in April 1971. The estimate was 
revised to Rs. 13.84 lakhs in December 1975 due to change in 
scope of work to suit the site conditions and was sanctioned in 
February 1976. By March 1976, Rs. 13.70 lakhs had been 
spent and all the works were completed except procurement and 
installation of pumps before the scheme could he commissioned. 
The estimate was further revised in November 1977 to Rs. ~\J.33 
Iakhs to provide for (i) extension of the channel up to Haryana 
border to provide irrigation facilities to an additional area of 
300 acres, (ii) escape to the feeder channel to divert the effluent 
water to Ja.muna Canal in case of non-functioning of pumps and 
(iii) office accommodation and rest house for staff employed on 
pump house, etc. Sanction to the revised estimate was accorded 
in February 1978. 

3.11 In paragraph 34 of the Report of the Comptroller and 
Auditor General of India for the year 1969-70, Union Govern­
ment (Civil) , mention was made of the Najafgarh Lift Irrigation 
Scheme which was abandoned in August 1969. It was mentioned 
therein that the Ministry had stated (November 1970) that the 
pumps purchased for that scheme (cost : Rs. 0.51 Jakh) would be 
transferred to other schemes under the Delhi Administration. 
In February 1976, the Minor Irrigation Division approached the 
Mechanical Division for installation of these pumps in the Okhla 
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treatment plant scheme. It was then noticed (September 1976) 
that the construction work of sump well, pump house and trans­
former room in the Okhla s.cheme was not got executed to suit 
the installation of these available pumping sets. The Chief 
Engineer stated (June 1979) that the pumps of the abandoned 
Najafgarh Lift Irrigation Scheme could handle only plain water 
and that for handling effluent water with solids as well as acidity, 
pumps were to be specially designed. 

Although the civil works as per the revised scheme approved 
in February 1976 were completed by March 1976 and the work 
of pump house had been completed earlier in May 1975, the 
work of supply, installation and commissioning of three pmnps 
was awarded to a contractor only in February 1977 at a cost of 
Rs. 1.00 lakh for completion by 15th May 1977. According to 
the Chief Engineer (January 1980), the delay in the award of 
the work was possibly due to awaiting of revised sanction of the 
scheme and designing new pumps for handling effluent water 
with solids. This reason is not convincing as the fact that the 
pumps were to handle effluent water was known even earlier. 

The completion date of pumps was extended provisionally 
up to 17th November 1977 without prejudice to the right of 
Government to recover liquidated damages in terms of the 
contract at the time of final payment. No liquidated damages 
were, however, recovered (October 1979). The pumps were 
commissioned in May 1978, but certain defects were rectified 
by the contractor only in November 1978 and according to the 
Chief Engineer (October 1979), the total are.a brought under 
irrigation up to March 1979 was 2,604 acres. 

3.12 The Chief Engineer stated (January 1980) that out of 
total quantity of· effluent water of 106 to 113 MGD, 48 MGD 
was used and the remaining water flowed down unused into the 
Yamuna river and that Government was taking action for sharing 
of the Yamuna water with neighbouring states. 

4.1 Arrears of revenue.-The revenue from the cultivators 
for supply of water from tube-wells and the effluent system was 
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realised and directly credited to Government account through 
the revenue authorities. The division, which came into existence 
during November 1969 as a successor of the Assistant Engineer, 
Irrigation (which was under the charge of Development Depart­
ment) , had not kept any record of the arrears of revenue on 
account of tube-well irrigation at the time of taking over the 
irrigation schemes. 

4.2 From the available records from 1969-70 onwards, it 
was noticed that against the total assessed revenue from tube-wells 
and effluent irrigation amountil'lg to Rs. 28.39 lakhs, Rs. 12.29 
lakhs (43 per cent) were in arrears on 31st March 1979. rnfor­
mation regarding the number of defaulters, amount in arrears 
and period from which these were due, was not available with the 
division. The Chief Engineer stated (June 1979) that the 
matter had been taken up with the revenue authorities for early 
realisation of dues and also for furnishing the details of arrears 
and defaulters ; a further sum of Rs. 0. 77 lakh was stated 
(October 1979) to have been recovered up to July 1979. 
According to the Chief Engineer (January 1980) , "no coercive 
measrues have so far been taken or contemplated to realise the 
arrears". 

5. Construction of new bunds and restoration of old builds 

5.1 There were 12 bunds in the Mebrauli block for soakage 
irrigation which were constructed over nallahs coming from hilly 
tract on the southern boundary of the territory and flowing through 
the Mchrauli Block. The rain water coming into the nallahs is 
collected by these bunds and the retention of water results in 
(i) soakage of soil (which helps in raising rabi crops), (ii) con­
trolling soil erosion and (iii) raising of ground water table, 
besides helping reclamation of land for agricultural purposes in 
course of time. 

On the creation of the Minor Irrigation Division in 1969, the 
work of restoration of 9 bunds was transferred to this division. 
Two bunds (Khetri and Tekhand) were acquired by the DOA 
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and one bund (old Aya Nagar) was taken over by the Air Force. 
During the Fourth Plan, tbe division completed the restoration 
work of all these bunds (,cost : Rs. 2.94 lakhs) and in addition 
constructed new bunds, viz. Deoli Bund extension, Zonapur bund 
and completed extension of Asola Bund and its new spill-way, at 
a cost of Rs. 14.69 lakhs. 

At the close of the Fourth Plan, the division had 1 I soaking 
irrigation bunds under its charge through which it could hring 
700 additional acres of land under basin irrigation facilities. 

5.2 The Fifth Plan provided an outlay of Rs. 35 Iakhs for 
construction of 5 new bunds and an additional amount of 
Rs. 5 lakhs for the maintenance of the existing bunds. Rupees 
1.13 lakhs, Rs. 1.26 Iakhs, Rs. 1.15 lakhs, Rs. 1.26 lokhs and 
Rs. 1.16 lakhs were spent on the maintenance and repairs of 
bunds during 1974-75, 1975-76, 1976-77, 1977-78 and 1978-79 
respectively against Rs. 2.94 lakhs spent during the four years 
1970-7 1 to 1973-7 4. The following table shDws the progress 
of construction of the 5 new bunds during the Fifth Plan : 

Name of Bund Estimated Actual Date of Date of 
cost expendi- commence- completion 

tu re ment 

(fn lakhs of rupees) 

1. Aya Nagar Bund 6.62 8.36 February January 
1974 1978 

2 . .Bhatti Bund 7.25 7. 25 February August 
1977 1978 

3. Rajokari Bund 3.25 3. 13 January September 
1977 1977 

4. Mandi Bund 7.47 7. 63 December January 
1974 1977 

5. Chattarpur Bund 1.00 Construction not taken up 

Although 500 acres, 40 acres, 20 acres, 256 acres and 
15 acres of land were to be reclaimed through the construction 
of the five bunds respectively, information regarding the number 
of acres actually reclaimed was not available. No study had 
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also been made by the division to know the number of villages 
and farmers actually benefitted by the scheme. 

The Chief Engineer stated (June 1979) that no systematic 
study bad been carried out regarding improvement in water table 
because carrying out experiments on the up-stream and down­
stream would have involved expenditure for which no element 
was included in the estimates. The reasons, .as to why this had 
not been done, have not been indicated. 

5.3 A sola Bund.-In 1972, the Asola Bund in Mcbranli 
Block was extended on the left side and a new spill-way with 
waterway 100 feet against 160 feet of the old spill-way was 
provided at a cost of Rs. 0.58 la.kb for the purpose of soil conser­
vation and basin irrigation. The bund breached during rains in 
the same year (1972). The Chief Enginee:, who inquired into 
the matter, observed (February 1973) that the structure w.as not 
designed on proper hydraulic considerations and suitable structure 
on the downstream side for proper dissipation of energy formed 
by "hydraulic jumps" was not provided. While considering 
reconstruction of the bund in 1974, including modifications to 
spill-way, it was observed that the latter was not according to 
the design requirements and that its safety could not be guaranteed. 
However, considering the investment already made, the bund 
was reco"nstructed in 1974-75 at a cost of Rs. 2.39 lakhs 
(breach closure : Rs. 0.44 lakh, strengthening of bund : Rs. 0.68 
lakb and spill-way modification : Rs. 1.27 lakhs). The bund 
again breached during the rains in August 1975 and a substantial 
p.art of the spill-way as well as a portion of the bund was washed 
away. An inquiry conducted by the Delhi Administration into 
the causes of breach disclosed (December 1975) that 

the design and specifications of the bund had not 
been reviewed by the Chief Engineer ; 

the spill-way was not properly designed 

the designs were not duly checked and approved 
before the contracts for execution of works wero 
awarded ; and 
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the works of restoration of old outlets, which would 
have helped in lowering the water level on the up­
stream side of the spill-way, were not got executed, 
though these were provided in the approved estimates. 

The Chief Engineer stated (December 1979) that no further 
action had been taken on the inquiry report because it was decided 
to close the case. 

5.4 In view of the repeated failures, it was decided in 
June 1976 that the design of the spilI-way and outlet works be 
got carried out by the Central Water Commission (CWC). In 
August 1976, the CWC called for the relevant drawings and the 
data regarding foundation conditions met with at the spill-way. 
In December 197 6, the division informed the Chief Engineer that 
no data on soil details had been compiled earlier. The drawings 
of new and old spill-way at Asola Bund and data regarding 
foundation condition met with at the spill-way were sent to the 
ewe in January 1977. The design of the spill-way and outlet 
works had not been received from the CWC so far (October 
1979). The reconstruction work of the Asola Bund remained 
suspended since August 1975. 

5.5 Aya Nagar Bund.-The Aya Nagar Bund, 2,025 feet 
long was constructed at a cost of Rs. 6.99 lakhs in :M.3y 1975 
downstream side of the old 2,350 feet long bund to reclaim 
about 140 acres of land below the existing bund. However, in 
the very first rainy season in 1975, a number of severe r.ain cuts 
had occurred on the upstream and downstream side slopes 
because of the sandy type soil used in the construction of the 
bund and absence of filter layers below the pitching. The 
capacity o'f spill-way of Aya Nagar Bund constructed at a cost 
of Rs. 0.60 lakh (included in Rs. 6.99 lakhs) and completed in 
June 1975 was also found quite inadequate in the light of 
experience gained by failure of Asola Bund. 
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On technical considerations, it was, therefore, decided 
(March 1976) to make some further modifications to provide 
new service spill-way etc. R evised estimates for the works for 
Rs. 13.21 lakhs (including Rs. 6.99 lakbs already incurred) 
were prepared and sent to the Delhi Administration in March 
1976 for adminjstrative approval and expenditure sanction for 
the whole scheme, which was awaited (November 1979) . 

After deletion of certain items, the division sought (April 
1976) the technical sanction of the Chief Engineer (Floods), 
Delhi Administration for the estimate of Rs. 4.55 lakhs for 
providing and laying dry stone pitching on upstream side and 
protection of downstream side of Aya Nagar Bund including the 
construction of a new spill-way. In May 1976, the quantit ies 
of 8 out of 13 items were reduced and the work was awarded 
to contractor 'B' on 29th May 1976 at his negotiated rates for 
Rs. 1.89 lakhs in anticipation· of sanction, for completion in 
6 months. In the meantime, on a reference made by the Delhi 
Administration, the CWC observed (May 1977) that : 

no cost-benefit ratio seemed to have been worked uut 
while preparing the original estimates or the revised 
estimates ; 

the bund was located at a site full of ravines with 
silty strata and there were no cultivable lands in the 
immediate vicinity of the downstream of the bnnd ; 
against 140 ,acres of land expected to be reclaimed, 
the land likely to be reclaimed at the average filling 
of the reservoir was reported to be about 80 acres 
only; 

it might not be quite proper and justified to have 
such a bund at this location for irrigation 
development ; and 

in order to utilise fruitfully the expenditure already 
incurred and considering the long term utility from 
the soil conservation angle, the Delhi Administratic:in 

--
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might resort to minimum unavoidable expenditure 
for keeping the bund in safe position. 

5.6 Rs. 1.13 lakhs had been spent on the work till 
November 1976 when the matter was referred to the CWC. The 
work was foreclosed in January J 978 after certain minimum 
works on spill-way were carried out at a cost of Rs. 0.24 lakh. 
The entire expenditure incurred on the scheme amc unting to 
Rs. 8.36 lakhs (up to March 1979) had not yielded the expected 
benefi ts so far ( October 1979). 

The Chief Engineer stated (January 1979) that the construc­
tion of bunds in Mehrauli block w.as basically for improving 
water table and reclamation of land which had been provided by 
these bunds. 

6. Summinf? up.-The following are the main points that 
emerge :-

Against the provision of Rs. 18 lakbs made in the 
Fifth Plan for preparation of Master Plan for 
Irrigation for the Union Territory of Delhi, Rs. 0 .32 
lakh only was spent up to 1978-79 and the Master 
Plan has not been prepared (November 1979). 

Twenty-two tube-wells only could be installed during 
the Fifth Pl.an against the target of 49, lhe area 
( 4,000 acres) brought under inigation fell short of 
the target (6,250 acres) both during the F ourth and 
the Fifth Plans. 

Thirty-nine tube-wells (cost : Rs. 21.67 1akhs) were 
closed temporarily for periods ranging from 1 to 
5 years and 14 tube-wells (cost : Rs. 10.84 lakhs) 
abandoned permanently ; the percentage of tube-well'> 
which did not work dUiing the Fifth Plan ranged 
from 32 to 44 per cent for kharif harvest and from 
21 to 33 per cent for rabi harvest. 
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The gross area irrigated per tube-well fell short of 
the norm (100 acres per tube-well) taken into 
account for installation of tube-wells ; this was stated 
to be due to the absence of a proper water distribution 
system. Thus, the aspect of coordination with water 
distribution system was neglected. 

The rates prescribed for water supply fixed in 1966 
had not been revised thereafter ; whiJe the expenditure 
on the annual repairs and maintenance of tube-wells 
was on the increase, the amount recoverable from 
the beneficiaries showed a decline over the years. 

Against the long term target of 35,000 acres to be 
brought under effluent irrigation within 5 to 10 years 
as per the recommendations made by the Committee 
set up for the purpose in July 1964, 15, 700 acres 
were actually expected to be brought under irrigation 
as per the finally approved schemes and the area 
under irrigation rose from 3,500 acres in April 1971 
to 4,329 acres only up to March 1979. 

No record had been kept by the division of the 
arrears of revenue on account of tube-well irrigation 
at the time of taking over the irrigation schemes from 
the Assistant Engineer, Irrigation ; Rs. 12.29 lakhs 
wern outstanding for recovery on 31st March 1979 ; 
info rmation regarding the defaulters of dues both 
in respect of tube-wells and effluent irrigation was 
not available with the division. 

Against target of 5 new bunds to be constructed 
during the Fifth Plan, 4 bunds were completed 
(cost : Rs. 26.37 lakbs) . Although 500, 40, 20, 
256 and 15 acres of land were to be reclaimed by 
the construction of 5 bunds, information re!rardino 

0 0 

land actuaUy reclaimed was not available. 
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Although Rs. 26.37 lakhs were spent on the construc­
tion of new bunds during the Fifth Plan, n0 evalua­
tion was done by the division to know the number 
of villages and farmers actually be'nefitted by the 
scheme nor had any systematic survey been carried 
out regarding improvement. in water table as a result 
of construction of bunds. 

The extension of Asola bund completed at a cost of 
R s. 0.58 lakh in 1972 was not designed on prop.er 
hydraulic considerations and the bund breached 
during the rains in the same year ; although the spill­
way was not according to the design requirement 
and its .safety could not be guaranteed, R s. 2.39 Jakhs 
were spent on the reconstruction of the bund during • 1974-75 ; the bund again breached in August 1975; 
in December I 976, it was noticed 'that no data on 
soil detai ls had been compiled ; the reconstniction 
of bund had remained suspended after August 1975. 

T he Aya Nagar bund constructed at a cost of R s. 6.99 
lakhs in May 1975 developed severe rain cuts in the 
very first rainy season in 1975 ; on reference, the 
ewe observed that no cost-benefit ratio had been 
worked out, there was no cultivable land in the 
immediate down-stream of the bund and its uti lity 
from the point of view of prevention of soil erosion 
due to siltation was also limited. 

OF SHIPPING AND TRANSPORT 
(Roads Wing) 

10. Unnao by-pass and Kanpur by-p$s 

1.1 l ntroductory.-The old Ganga br idge 
co'nstructed in 1875, having become unsafe 
vehicular traffic, the co·nstruction of the 
S/1 AGCR(l9-7 

at Kanpur 
for heavy 

new Gan~ 

/ 



90 

bridge, 5.2 kilometres downstream of the old bridge, 
was taken up in February 1974 and completed in August 
1976 at a cost of Rs. 424.56 lakbs. The Northern approach 
road to the new bridge called the Unnao by-pass ( 17.30 kilo­
metres long ; estimated cost : Rs. 104.75 lakhs) and the Southern 
approach road (3.298 kilometres long ; estimated cost : 
Rs. 19.59 lakhs), were sanctioned by the Ministry of Shipping 
and Transport (MOT) in January 1972 and February 1972 
respectively and were scheduled to be completed by September 
1975 and March 1975 respectively. Another by-pass. viz. 
Kanpur by-pass (1 8.912 kilometres long ; estimated cost : 
Rs. 116.62 lakhs) was sanctioned in February 1972 for comple­
tion by September 1975 with a view to divert the heavy traffic 
passing through Kanpur city via the existing Natiqnal Highway 
2 (N.H.2). 

The cost of the by-passes and the approach road was to he 
borne by the Government of India along with agency charges 
payable to the Public Works Department of Uttar Pradesh 
(UP PWD). 

1.2 Revision of estimates.-The estimated cost of the U nnao 
by-pass was revised (January 1976 and February 1978) from 
Rs. 104.75 lakbs (1972) to Rs. 214.83 lakhs (actual exp::nditure : 
Rs. 277.81 lakhs including cost of four minor bridges) and that 
of the Southern approach road from Rs. 19.59 lakhs (1972) to 
Rs. 35.51 lakbs (July 1979) mainly due to the following :-

(a) changes in crust design of Unnao by-pass on detection 
of harmful s.alts and change from unsoaked California 
Bearing Ratio (CBR) basis to soaked CBR 
(Rs. 84.62 lakhs for Unnao by-pass and Rs. 11.83 
lakhs fo~ app!oach road) ; 

(b) revision of the estimated cost of the minor bridgOi 
at kilometres 12 and 15 of Unnao by-pass from 
Rs. 19.78 lakhs to Rs. 56.95 lakhs (February 1978) 
mainly due to heavy protection works~ 

-. -
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1.3 Progress of work.-Tbe un·nao by-pass (including four 
minor bridges costi.ng Rs. 60.76 1akhs) was completed by 
November 1978 against the original schedule of September 1975 
at a total cost of Rs. 277.81 1akhs. The delay was attributed to 
change in crust design (see sub-paragraphs 2 (i) .and 2 ( ii) 
below), additionpl items of work and paucity of funds . 

The Southern approach road had been completed to the 
extent of 80 per cent (June 1979) only (cost : Rs. 27.38 Jakhs), 
delay being due to non-acquisition of land in a length of 1.02 kilo­
metres (please see sub-paragraph 2(iii) below). 

About 40 per cent of the Kanpur by-pass (including the minor 
bridges) had only so far (June 1979) been completed (expendi­
ture : Rs. 97 .50 lakhs) due to non-acquisition of land in a 
length of 4.963 kilometres, paucity of funds, etc. It was noticed 
in audit that various d iscussions held so far · (December 1979) 
for exped iting acquisition of land had not proved effective. It 
was also seen that provision to the extent of Rs. 71.56 Jakhs 
was not made from 1974 to 1976 as lower priority was given to 
roads. Consequently, the traffic passing through the Ganga 
bridge and Southern approach road had been plying on the 
existi ng N.H.2 (Kanpur-Allahabad Section) through the Kanpur 
city and the objective that the traffic should by-pass this city 
bad not been achieved so far (December 1979). 

2. Execution of works.-Tbe work on the two by-passes 
and the approach road was taken up i'n 1972. The following 
salient points were noticed (May 1978) in test-check in .audit 
of these works. 

( i ) Change in crust design due to presence of harmful salts 
and suspension of work for over 2 years.-The soil survey on the 
proposed alignment of Unnao by-pass conducted in 1970 d id not 
include tests to determine the presence of harmful salts. Subse­
quently, during the execution of earthwork the presence of harmful 
salts in the sub-grade soil was noticed (January 1973) in kilo­
metres 0 to 6 of the by-pass. Consequently, the work was stopped 

\ 



92 

in June 1973 when about 84 per cent of earthwork had been 
completed in this reach at a cost of Rs. 4.41 lakbs. The crust design 
was consequently modified and approved by the MOT in August 
1974. Due to this change, the work in this reach remained suspend­
ed for over two years (June 1973 to July 1975) and some earth­
work already executed bad to be scrapped in lowering the sub­
grade to accommodate thicker pavement resulting in a wasteful 
expenditure of Rs. 0.22 lakh. It may be mentioned that the change 
in crust design became necessary as the original survey and investi­
gation done by the department were not comprehensive in that 
they did not include tests to determine the presence of harmful 
salts. Besides, the damages caused to the embankment in ki lo­
metre 2 during the period of stoppage of work had to be restored 
(between April 1976 and March 1978) at a cost of Rs. 0.39 lakh. 

(ii) Change <Jf crust design from unsoaked to soaked 
CBR.-Tbe crust design of both the by-passes and the approach 
road was based on unsoaked CBR, keeping in view 
the w.ater table recorded in May and June 1970, i.e. during 
summer months when the water table is low. Although 
the work based on the original crust design was approved 
by the Chief Engineer (CE) UP PWD in Janu.ary 1972, 
be observed in September 1973 that as the water table 
recorded in May and June 1970 was measured below the ground 
level and not below formation level, it did not serve the purpose 
and that the crust design should have been based on soaked CBR. 
The crust design of the by-passes and the approach road was 
revised (October 1975) accordingly providing for increased 
thickness of bard crust. Consequently, a portion of the sub-base 
already executed in kilometres 6 to 9 or the Unnao by-pass bad 
to be dismantled to accommodate the revised crust design resulting 
in a wasteful expenditure of Rs. 0.38 lakh. 

The MOT stated (May 1979) that the prolonged heavy rains 
subseq uent to the preparation of the original estimate raised the 
water table alarmingly, which necessitated review of the pavement 
design and that prior to the Seventies, rainfall was neither so 
extensive nor so intense and as such the water table was not so 

-
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high. The fact, however, remains that original crust design was 
based on unsoaked CBR due to recording of water table in 
st~mmer months of 1970. 

(iii) Change in alignmenJ.-For the construction of the 
Southern approach road and · the Kanpur by-pass, the Kanpur 
Development Authority (KDA) was to provide land free of cost 
to the PWD according to an agreement (March 1955) between 
the officials of the Government of India, UP PWD and KDA. 
However, land in a length of 1.02 kilometres on the Southern 
approach road could not be acquired (July 1979) due to 
opposition of the private land owners since 1972. 

The alignment of the Southern approach road (in a length 
of 1.02 kilometres) had, therefore, to be revised by the UP PWD 
a t the request of KDA and the revised alignment was sanctioned 
by the MOT in May 1978. The change in align ment necessitated 
abandonment of the work already done on the original alignment 
at a cost of Rs. 0.38 lakh. 

The work on the revised alignment had not been started 
(July 1979) and in order to open the new bridge to traffic, the 
strengthening of the existing Nagar Mahapalika road , parallel 
to the approach road, was done at a cost of Rs. 2.81 lakbs (met 
from Central Road Fund) . This additional expenditure became 
necessary due to abandonment of the original a lignment. 

The MOT stated (May 1979) that due to stiff opposition of 
the land owners the change in alignment was adopted. The 
expenditure of Rs. 0.38 lakh incurred on the portion of the 
original alignment even before acquisition of land became 
iofructuous due to the subsequent change in alignment. 

(iv) A voidable expend iture of Rs. l.35 lakhs.-As work on 
the Unnao by-pass remained suspended from June 1973 to 
October 1975 due to the revision in crust design and paucity of 
funds, premix carpet over water bound macadam could not be 
laid as per the revised crust design, by July 1976 when the new 
Ganga bridge was scheduled to be completed and opened to 
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traffic. Therefore, tirst coat of ·painting was done (April and 
July 1976) in kilometres 5 to 17.30 of the by-pass at a cost of 
Rs . 6.32 Iakhs for opening it to traffic by connecting it wit)1 
N.H. 25 through the existing Unnao-Allahabad road. Heavy 
patches on the pavement occurred in this portion during the 
floods of 1977 and Rs. 1.35 lakhs were spent on their repairs 
between June and September L977 . 

The Executive Engineer, National Highway Road Constmction 
(NHRC) division, UP PWD, Kanpur stated (November 1978) 
that the expenditure of Rs. 1.35 lakhs on patch repairs could 
have been avoided if the second coat of painting bad been applied 
soon after the first coat of painting. 

(v) Washing away of toe-walls (cost : R s. 0.55 lakh) and 
earthwork on embankment (cost : Rs. 0.45 lakh) .-The pro­
tective works of two minor bridges comprising toe-walls at the 
bottom of abutment, stone boulder pitching on the earth around 
the abutments and laying cement concrete floor between the toe­
walls were entrusted to a contractor on 16th May 1976 for 
completion by 15th July 1976 at an estimated cost of Rs. l.00 
lakh. The progress of protective works was hindered due to 
construction of bridge at the same site during the same period 
and, therefore, only toe-walls and the boulder apron were com­
pleted by August 1976 when there was heavy flood discharge 
(700 cumecs). Due to heavy concentration and veloci ty of 
water, 7 metres deep scour was caused at the bridge site at 
kilometre 12 and the two toe-walls (2.5 metres and 3.0 metres 
deep) constructed on either side of the bridge and the boulder 
apron laid at a total cost of Rs. 0.55 J.ikh were washed away. 
Besides, earthwork on embankment executed in a length of 
7 metres on either side of the bridges at kilometres 12 and 15 
at a cost of Rs. 0.45 lakh was also washed away. 

The officers of the MOT and UP PWD, while inspecting tJ?.e 
site in September 1976, held that the protective works provided 
in the original estimate of the two bridges were insu'fficie:nt and 
required heavy protective works ; these work~ viz. toe-wall.i, 
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wing walls, boulder apron, concrete flooring, etc. were, therefore, 
executed on the two bridges by January 1978 at a cost of 
Rs. 37.17 lakhs. Thus, the original designs of the bridges were 
faulty. 

(vi) Defective work and excess payment of Rs. 0.94 lakh 
on account of use of underweight boulders.-Boulders of more 
than 40 kilograms each were required to be used in aprun 
and for boulder pitching ; 9086 cubic metres of boulders were 
laid in the boulder apron and 2124 cubic metres used in pitching 
at the three minor bridges (at kilometres 10.836, 12 and 15) 
and other culvert sites of the U nnao by-pass between April 1977 
and July 1977. While conducting sample tests of these works 
in June 1977, the Quality Control Divisio~ noticed that 19.2 per 
cent of the boulders supplied were underweight as compared to 
I.he size mentioned in the relevant specifications (Nos. 2501.3 and 
2502.2) prescribed by the MOT for road and bridge works. 
The Executive Engineer, KHRC division, Kanpur contended 
(November 1978) that_ the final payments were made to the 
contractors after getting the defects removed in June and July 
1977. However, these works were again checked in June and 
November 1978 by the Quality Control Division which stated 
(August 1978) that as these works had become quite old, the 
boulders which had settled in deep mud, could not be taken out 
and, therefore, sample tests to the extent possible had been carried 
out. According to this qualifying report, 12.l per cent of the 
boulders supplied and laid in apron and 23.5 per cent of the 
boulders used in pitching were underweight (less than 40 kilo­
grams each). The division worked out (November 1978) 
the amount recoverable from the contractors for substandard 
supply as Rs. 0.23 lakh after making necessary allowance for 
the rates of tolerance allowed by the CE UP PWD in his 
circular of October 1973. H owever, as under the specifications 
prescribed by the MOT, boulders of less than 40 kilograms 
each were not acceptable i'o the case of .apron, the total amount 
recoverable from the contractor worked out to Rs. 0 .94 lakh 
(Rs. 0.78 lakh for apron work and Rs. 0.16 lakh for pitching). 
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The MOT stated (May 1979) that the specifications laid 
down regarding the weight of the individual boulders were 
deviated from by the UP PWD without the Ministry's approval. 
This deviation had resulted in permanently dclective work. 

(vii) Extra payment of R s. 11.13 lakhs on earthwork by 
heavy earth-moving machines.-Earthwork in forming body of 
the road embankment was got executed partly by the heavy 
earth-moving machines belonging to Government and partly 
through the contractors. A test-check (May 1978) in audit 
showed that the rates paid to the PWD for earthwork done by 
heavy earth-moving machines (Rs. 8 per cubic metre) at kilo­
metres 11 and 13 to 17 of the Unnao by-pass was h igher than 
the rates paid to the cfntractors (Rs. 4.50 per cubic metre) for 
the same item of work in the same portions. Consequently, 
there was an extra expenditure of Rs. 9.62 lakhs (Rs. 3.50 per 
cubic metre for 2.75 lakh cubic metres of earthwork) on 
earthwork done by heavy earth-moving machines. 

Further, the cost of earthwork executed by heavy earth-moving 
machines at kilometres 1 and 15 to 18 of the Kanpur by-pass 
was higher than the cost worked out by the NHRC division, 
Kanpur as per the rates based on the current schedule of rates, 
resulting in an extr,a, expenditure of Rs. 1.51 lakhs. The MOT 
stated (May 1979) that the matter was under scrutiny. 

(viii) Blocking of funds (Rs. 7.10 lakhs) 011 purchase of road 
material lying unutilised.-R oad material purchased between 
March 1973 and April 1976 at a cost of Rs. 7.10 lakhs for being 
used on the Kanpur by-pass had been lying unutilised reportedly 
due to non-availability of a portion of the land and paucity of 
funds. This had resulted in the blocking of funds to the extent 
of Rs. 7 .10 lakhs. Moreover, the department had been incurring 
an expenditure of Rs. 300 per mensem on the watch and ward 
of the unused material since 1973, which had amounted to 
Rs. 0 .25 Iakh so far (October 1979). 

-
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The MOT stated (May 1979) that the aforesaid material, if 
collected now, would have cost much more than the original 
investment. The fact, however, remains that the purchase of 
material without possibility of its utilisation within a reasonable 
time was not justified. 

3. Summing up.-The following are the main points that 
emerge: 

There was delay in completion of the Unnao by-pass 
of nearly three years and the increase in its cost to 
Rs. 277 .8·1 lakhs from the original estimate of 
Rs. 104.75 lakhs and revised estimate of Rs. 214.83 
lakhs. Changes in crust designs not only contributed 
to delay in completion of the by-pass but also 
involved wasteful expenditure of 1<.s. 0.99 lakh. 

About 40 per cent of the works had only been 
executed on the Kanpur by-pass till June 1979 
(expenditure : Rs. 97.50 lakhs) and hence the 
objective that the traffic would by-pass the city had 
not been achieved (July 1979) . 

Land in a length of 1.02 kilometres could not be 
acquired on the Southern approach road due to 
opposition of local residents. Consequently, Rs. 2.81 
Iakhs were spent on the strengthening of the existing 
Nagar Mabapalika road to serve as a temporary link 
road, besides abandonment of work done in original 
alignment at a cost of Rs. 0.38 lakh. 

Avoidable expenditure of Rs. 1.35 lakhs had to be 
incurred on repair of patches on the Unnao by-pass 
due to the second coat of painting not having been 
applied soon after the first coat. 

Inadequate protective works provided to minor 
bridges on the Unnao by-pass at kilometres 12 and 
15 at a cost of Rs. 0.55 lakh and earthwork on 
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embankment (cost : Rs. 0.45 lakh) were washed 
away during 1976 floods. 

There was an excess payment of Rs. 0 .94 lakh to the 
contractors for laying and pitching of under-weight 
boulders in deviation of the specifications prescribed 
by the M inistry of Shipping and Transport. 

There was an extra expenditure of Rs. 9.62 lakhs 
on execution of earth work in forming body of the 
road embankment by heavy earth-moving machinei; 
at the rate of Rs. 8.00 per cubic metre against the 
r.ate of Rs. '4.50 per cubic metre paid to contractors 
for same item of work. 

Road material worth Rs. 7.10 lakbs purchased 
between March 1973 and April 1976 for being useod 
on the Kanpur by-pass remained unutilised due to 
non-availability of a portion of land and paucity of 
funds and an expenditure of Rs. 0.25 lakh had been 
incurred on the watch and ward of unused material. 

MINISTRY OF WORKS AND HOUSING 

1 I . Dry hydrated lime and clay pozzo]ana plants 

1. In view of the acute short.age of cement and non­
availability of standard quality lime at Delhi, the Nation.al 
Buildings Organisation (NBO) proposed (August 1974) ilie 
5etting up of two plants, one for production of dry hydrated 
lime (capacity : 60 tonnes per day) .a·nd the other for clay 
pozzolana (reactive surkhi) (capacity : 20 tonnes per day), at 
Sultanpur, D elhi, at a total cost of Rs. 18 Iakhs. The use of 
dry hydr.ated lime in mortars and plasters in comparison ro 
cement was considered to be economical involving less con­
sumption of mortar a'nd providing better resistance to · rain 
penetration. Both the plants were commissioned at a cost of 
Rs. 16.73 lakhs (Rs. 4.78 lakhs for clay pozzolaM pla'nt and 
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R5. 11.95 lakhs for the .lime plant including civil works) in 

Mfiy 1976. 

The pla·nts were set up with the objectives of making good 
quality dry hydrated lime and clay pozzolana available to 
oonsumers, demonstrating the most efficient method of their 
production, testing and evaluating raw material samples, and 
trainlng personnel deputed by prospective entrepreneurs. 

2.1 Working of the plant.-Although the pl;mts were com­
missioned in M.ay 1976, actual production could not be started 
before December 1976 due to delay in procuring electric power 
'from the Delhi Electric Supply Undertaking (DESU) a·nd delay 
in standardisation of parameters like lime-stone to coal ratio and 
time-temperature effects. The plants for production of dry 
hydrated lime and clay pozzolana were, thus, expected to run 
(calculated 'from December 1976) 2,400 hours and 7,200 hourg 
respectively during 1976-77 and 1977-78 onwards ; against this 
the former actually operated for only 619 hours in 1976-77, 
229 hours in 1977-78 and 1,107 hours in 1978-79 and the 
latter for 268 hours in 1976-771 543 hours in 1977-78 and 663 
hours in 1978-79. 

The Ministry stated (August 1979) that before installation 
of the pl ants, the potential annual demand for dry hydrated lime 
was assessed at approximately 20,000 tonnes through a survey 
conducted by the NBO in 1974 and it was estimated that if the 
demo·nstration plant went into full production, it would meet 
2/3rd of the demand of lime for the three principal co'nstruc­
tion agencies· at DelJ1i, viz. the Delli i Development Authority 
(DDA) , the Central Public Works D epartment (CPWD) and 
Delhi Administration. The Ministry attributed the low utilisa­
tion of the plants to less demand than anticipated, non-availa­
bility of storage space and initial teething problems. 

In a meeting held on 3rd January 1978, the Chief Engineer, 
CPWD, New Delhi Zone observed th.at in times of shol'tage of 
cement, CPWD would have thought of using composite mortar 
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but. that it w.as costlier by about 8 per cent. The Ministry stated 
(August 1979) that the CPWD and the DDA agreed (June 
1979) to take dry hydrated lime as store item and use it foc 
plasters, whitewashing and mortars. 

2.2 Production.-The annual installed c.apacity of dry 
hydrated lime is 18,000 to'nnes and of clay pozzolana is 6,000 
tonnes. On the basis of actual utilisation of dry hydrated lime 
and clay pozzolana plants, the production of dry hydrated lime 
during 1976-77, 1977-78 .and 1978-79 was 1,250 tonnes, 598 
tonnes and 2,825 tonnes against the anticipated production 
(during the hours worked) of 1,54 7 tonnes, 572 tonnes nod 
2,772 tonnes respectively ; the productio'n of clay pozzolana dur­
ing 1976-77, 1977-78 and 1978-79 was 28 tonnes, 148 to.ones 
and 224 to'nnes against the anticipated quantiti~ of 223 tonnes, 
452 tonnes and 553 tonnes respectively. The NBO 
stated (April 1978) that the total hours for which 
burner was operated included initial hours required for 
obtaining the optimum temperature before feeding could be 
done. As the calciner was operated intermittently when there 
was demand for the material, every time the burner had to be 
operated initially for a few hours to attain the optimum tempe­
rature before the actual production was started. 

2.3 During 1976-77 and 1977-78, 1,848 tonnes of dry 
hydrated lime along with 1,406 tonnes of dust lime wer~ pro­
duced out of 5,072 tonnes o'f limestone. According to the esti­
mates prepared in August 1974, 5,072 tonnes of limestone 
should have yielded 3,0 19 tonnes of dry hydrated lime. The 
quantity actua lly produced was only 1,848 tonnes, i.e. 
38.75 per cent less than the a·nticipated yield. During 1978-79, 
2,825 tonnes of dry hydrated lime along with 908 tonnes of 
dust lime were production out of 4,923 tonnes of limestone .against 
the anticipated yield of 2,930 ton·nes of dry hydrated lime. The 
less production of dry hydrated lime wa..s, thus, due to more 
wastage th.an anticipated. The Ministry stated (August 1979) 
that the low yield of lime from limestone was due to non-

-
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5tandardisation of the method o'f production in the initial stages. 
This does not appear to be correct, as the actual yield in 1978-79 
was also less th.an the anticipated one . 

2.4 Cost of production and financial results.-As against 
an anticipated cost of production of dry hydrated lime and clay 
pozzolana of Rs. 127 and Rs. 80 per tonne respectively, the 
NBO had worked out (May 197 4) the sale price of Rs. 146 
and Rs. 90 per tonne respectively without packing charges. The 
sale price was, however, revised in May 1976 to Rs. 300 and 
Rs. 165 per tonne (inclusive of packing charges) respectively 
due to increase in cost of materials, Jabour, power and fuel, etc. 
The actual cost of production o'f both materials for 1977-78, 
however, worked out to Rs. 759 and Rs. 1,029 per tonne (i11-
clusive of packing charges) respectively and that for 1978-79 
to Rs. 367 and Rs. 615 per ton"ne (inclusive of packing charges) 
respectively. 

2.5 During 15th May 1976 to 31st March 1979, against 
the total expenditure (including depreciation) of Rs. 26.69 
lak.hs, the value of production was Rs. 16.34 lakhs only involv­
ing a loss of Rs. 10.35 lakhs. Taking into account the interest 
on capital investment of Rs. 16.73 lakhs (Rs. 16.78 lakhs in 
1978-79) and working capital of Rs. 0 .75 Jakh, the total loss 
till 31 st March 1979 worked out to Rs. 13.67 lak.hs. 

3. As per an agreement (1975) the pla"nts were to be taken 
over by the National Building Construction Corporation (NBCC) 
after a period of two years from the date of their setting up on 
mutually agreed terms subject to their becoming commercially 
viable. The plants had, however, not bee·n handed over to the 
NBCC so far (November 1979). 

One o'f the objectives of the plant was to impart in-service 
training to the technicians and entrepreneurs who desired to set 
up such pl.ants in the country. No training courses were, how­
ever, conducted. The NBO only organised two appreciation pro­
grammes in December 1976 and September 1977 .and also 
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arranged demonstrations on 19 occasions till March 1978. The 
NBO stated (May 1978) that efforts were being made for con­
ducting full-fledged training courses after obtaining sufficient 
number of trainees from the public sector as well as from the 
private sector and a syllabus for the same was under preparation. 
The Ministry stated (August 1979 ) th.at the plants set up •vere 
intended for demonstration-cum-training and not for commercial 
purpose and that this purpose bad been served. The fact, 
however, remains that the new materials, viz. dry hyJrated lime 
and clay pozzolana did not find favour with the principal construc­
tion agencies ,and that the plants were under-utilised, resulting 
in loss of Rs. 13.67 lakhs during 1976-77 to 1978-79. 
It may be mentioned that there was nothing on record to 
show that prior consultations were held with the principal cons­
truction agencies at the time of setting up of the plants. However, 
before the commissioning of the plants on 15th May 1976, con­
sult.ations were held (17th N'farch 1976) with the principal cons­
truction agencies in which only the DDA indic.ated it<; require­
ment of 9,000 tonnes of lime for 1976-77; subsequently in June 
1979, the CPWD and the DDA agreed to take 150 tonnec; and 
200 tonnes of lime per month respectively. However, only 72.25 
tonnes and 7.75 tonnes of lime were actually lifted by the CPWD 
and the DDA respectively since inception. Thus. the material did 
not find favour with these agencies. 

12. lnfructuous expenditure on requisitioning of unsuitable 
accommodation.-The Cabinet Committee on Accom modation 
decided (October 1976) that about one lakh square feet (sq. ft.) 
of office accommodation should be requisi tioned in the private 
sector to meet the urgent requirements of some of the Govern­
ment departments.. While the Directorate of Estates was makin& 
efforts to locate certain compact accommodation, the Films 
Division of the Ministry of Information and Broadcastin2 (l&B) 
located (April 1977) the building of Vishal Cinema, Ra jouri 
Garden, New Delhi. An ad hoc committee consisting of the 
representatives of the Ministry of Finance, Directorate of Estatct 
~d Central Public Works Department (CPWD) inspected the 
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accommodation on 9th May 1977, found it suitable and assessed 
its reaso·nable rent at Rs. 1.35 per sq. foot (carpet area) per 
month for the ground floor and Rs. 1.30 per sq. foot (carpet 
area) per month for the first and second floors ; the rent for t11e 
basement was not assessed. On 5th October 1977, a requisition 
order was issued and physical possession of the carpet area mea­
auring about 40,054.36 sq. ft. (including 15,650.34 sq. ft. in 
baseme"nt and 15,712.85 sq. ft. in ground floor) was taken by 
the CPWD on 28th October 1977. 

On 13th/14th October 1977, the Director of Estates reque. t­
od 9 offices to inspect the accommodation with reference to their 
requirements. After obtaining their formal acceptance, accom­
modation on ground floor was allotted (5,000 sq. ft.) 
(27th December 1977) to the Films Division (actually taken 
possession of 5 ,404.23 sq. ft.) and the Directorate o'E Inspection, 
Northern India Circle of the Directorate General of Supplies and 
Disposals ( 8,500 sq. ft.). The Films Division took possession of 
the allotted accommodation on 30th December 1977 and sto::ed 
therein certain laboratory equipment, but the Directorate of 
Inspection declined it on 28th January 1978. On 6th January 
1978, the entire available accommodation on basement, ground, 
first and seco·nd floors (excluding the accommodatian already 
allotted as above ) was offered to two other offices, but both 
ol. them declined to accept as they had not asked for it. 

In the meantime, 8,500 sq. ft. of accommodation on the 
first and the second floors were allotted to the Department of 
Statistics which took possession of it on 21st January 1978; on 
ita further request, another about 3,000 sq. ft. on the ground 
foor were allotted to it on 21st F ebruary 1978, possession of 
which was taken by the department on 14th March 1978. 

As accommodation, both in the basement and the ground 
loor, was not considered (9th February 1978) suitable for 'office 
ne, notification for the de-requisitioning o'f the basement 
(15,650.34 sq. ft.) and the remaining portion of the ground floor 
(?,198.62 lilq. ft.) lying vacant was issued o·n 26th May 1978 

I 
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and possession w,as handed over to the owners o·n 20th June 
1978. 

The Department of Statistics, which had take'n possession 
(11,801.17 sq. ft.) of the allotted portion of the building did not 
occupy it and on 1st August 1978, informed the Directorate of 
Estates about its unsuitability and finally vacated it on 17th 
November 1978. A part ( 699 sq. ft.) of this .accommodation 
was allotted to the Directorate of Weights and Measures on 
7th November 1978 which took possession of it on 21st Novem­
ber 1978, but vacated it on 31st March 1979. As ·no other 
department was willing to accept the accommodation, it was 
finally decided on 24th March 1979 to de-requisition 
11 ,801.17 sq. ft. of the accommodation; physical pos<>ess1on of 
this accommodation was handed over by the CPWD to the owners 
o'o 31st March 1979. 

The Films Division had informed the Directorate of Estates 
on 14th June 1978 that it had initiated action for establishing 
a film processing laboratory in the premises and bad· asked 
the civil construction wing of the All India Radio to carry out 
necessary masonry and carpentry work of partitioning etc. As 
this could not be done under the Municipal bye-laws, the Films 
Division requested (April 1979) the Directorate of Estates to 
provide alternative accommodation for the laboratory. On 
30th July 1979, the Films D ivision also vacated the ~commo­
dation (5,404.23 sq. ft.) taken possession of by it. This was, 
thereafter, allotted to the Ministry of Health and F.amily 
Planning with effect from 1st August 1979, but it was not 
actually occupied by them also as certain additions and altera­
tions had to be made (October 1979). 

Thus, the accommodation hired had not been utilised 
fruitfully by any department and the total liability of Gover·n­
ment with reference to the rates of compensation worked out 
to Rs. 6.85 lakhs for the period from 28th October 1977 to 

-
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31st July 1979. Against this, Rs. 3.77 lakhs were actually 
p,aid to the owners in M ay 1979 as "on account" payment. 

The case revealed that there would be infructuous expendi­
ture of Rs. 6.85 lakhs due to : 

hiring of accommodation without the department 
fully satisfying itself ,about its suitability for office 
use ; 

acceptance by the Department of Statistics and the 
Films Division of the allotments of accommodation 
without adequate consideration of its suitability for 
their use ; and 

delay in d e-requisitioning portions of building 
34,650.13 sq. ft.). 

13. E~1ra expenditure doe to delay in handing over sit.<t draw­
in~ and designs.-The work of construction of 124 type l V 
flats in DIZ area was awarded to firm 'A' in January 1970 at• 
28.90 per cent above the estimated cost of Rs. 29 .98 lakhs with 
the condition that firm 'A' would have to m,ake its own arrange­
ments for procurement of steel required fo r the work. The 
work was to commence on 8th February 1970 and be completed 
on 7th October 1971. It was mentioned in the notice inviting 
te'nders that site for 48 quarters was available immediately and 
that for the remaining ones would be made available within 
3 months. A number o'f structures were then standing on the 
site and were to be demolished before the full site could be made 
aV'Oilable to the contractor. 

The site for 92 quarters, out of 124 quarters, was made 
available to firm 'A' within the stipulated period but the site 
for the remaining 32 quarters could not be made available even 
by October 1971, i.e. the stipulated date of completion , due to 
a major change in the lay-out, 

S/1 AGCR/79-8 
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The first set of drawings was made available to firm 'A' 
only in November 1970, nearly nine months after the commence­
ment of work. Some of the structural and architectur,al draw­
ings were not made available even up to May 1971 . Due to 
delay in handing over of site, drawings and designs and frequent 
changes made in plans, firm 'A' suggested (August 1971) 
negoti.a·lion for 'fresh rates or alternatively an amicable closure 
of the contract on the stipulated date of completion of work. 
The department did not agree to this suggestion and the work 
was suspended by firm 'A' in October 1971 when none of the 
quarters had been fully completed. Up to November 1971, 
firm 'A' had been paid Rs. l 5.90 lakhs against the tendered 
amou·ot of Rs. 38.65 lakhs. As firm 'A' did not resume the 
work, the Superintending Engineer levied a compensation of 
Rs. 3.00 lakhs in May 1972 on account of delay in completion 
of work. The contract was ultim.ately rescinded on 15th June 
J 972 after giving a notice to firm 'A' for getting the balance 
work executed at its risk and cost. The b,a.Jance work w~s 

awarded in January 1973 to firm 'B' at 49 .85 per cent above 
the estimated cost of Rs. 18. 78 lakhs with the stipulation that 
steel would be supplied by the department. 

Firm 'A' we"nt in (January 1972) for arbitr,a,tion. The 
arbitrator awarded (March 1973) Rs. 2.96 lakhs in favour of 
firm 'A' which included Rs. 2.78 lakhs for its claims on account 
of loss suffered by it due to delay on the part of the department 
in handing over site, drawings and designs, but rejected the 
claim of the department for Rs. 3.00 lakhs on account of com­
pensation for delay as also for extra expenditure for getti·ng 
the balance work executed by firm 'B'. The award was con­
tested by the department in Court of law, but it w.as upheld by 
the Delhi High Court in May 1977 which also allowed interest 
at 6 per dent per annum on the amount of award till its pay­
ment. In consultation with the Ministry of Law, the case was 
considered as not fit for further .appeal. The payment of 
Rs. 3 lakbs, including interest, was made to firm 'A' in July 
1977. As a result o'f delay on the part of the department in 

... 
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handing over site, drawings and designs to firm 'A', Govern­
ment bad to incur additio'nal expenditure of Rs. 9.37 lakhs as 
indicated below : 

(R5. in la kh~) 

Extra cos t o f balance work 4 . l G 

Paym~ts against arbitrator's awa1d on account of delay in 
h• nd ing o ver it !, d rawings and d.:signs plus hter.:st 2 .81 

Difference in cost of procurement of s teel a11d stipulated rate 
of recovery from firm 'B' in rcsp;ct of steel issued 2 .40 

9.37 

The Ministry stated (January 1979) that " the contractor 
bad been applying delaying tactics. Some drawings were avail­
.able, but contractor had no arrangement to start the work ... . 
. . . . . . . . it is not correct to conclude that Government had to 
incur extra expenditure due to delay on the part of the Depart­
ment in giving site, drawings and designs". The fact remains 

1hat these were not given to the contractor in time and the 
.award of tbe arbitrator also weat against the department. 

Besides, the work, which was required to be completed in 
October 1971, was actually completed in July 1975 resulting 
in loss of revenue (Rs. 7.75 lakhs) to Government due to delay 
in availability of accommodation. The final bill (February 
1977) of firm 'A' wa_s for a minus sum of Rs. 0.73 lakh (in 

-eluding Rs. 0.41 lakh on account of secured advance allowed 
on steel which was removed by firm 'A' from the site). After 
adjusting the security deposit of Rs. 0.15 lakh, 'amount recover­
.able from firm 'A' worked out to Rs. 0.58 lakh. Tbe Ministry 
stated (J anu.ary 1979) that "the matter regarding recovery of 
the amount due from the contractor is being referred to arbitra­
tion to obtain a decree" ; no arbitrator had been appointed so 
far (September 1979). 
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The case disclosed the foUowing main points 

As a result of delay on the part of the department 
in banding over site, drawings .and designs to 
firm 'A ', Government had to incur extra expenditure 
of Rs. 9.37 lakhs. 

The work, which was required to be completed in 
October 1971, was actually completed in July 1975 
resulting in Joss of potential revenue of Rs. 7.75 lakbs 
due to delay in availability of accommodation. 

Rupees 0.58 lakh were recoverable from firm 'A"' 
(September 1979). 

14. Exn:a expenditurc.-With a view to ·augmenling •.vater 
supply arrangements at the Headquarters of VI batta"lion of Jndo- -
Tibetan Border Police (ITBP), the Ministry of Home Affairs 
accorded (March 1974) administrative approval and exr.!::nditure 
sanction for Rs. 4.44 lakhs for permanent water supply scheme nt 
Reckong Peo (Himachal Pradesh). The sanction was revised to 
Rs. 13.12 lakhs (including departmental charges) in September 
1975 due to increase in cost of labour and material and the 
difficult terrain in which the work was to be executed. As the 
water was to be tapped from Pangi Nallah, fl.owing about 10 kms. 
away from the ITBP complex, it was necessary to obtain a 
'No Objection Certificate' from the State Government and also 
to have the approval of the Himachal Pradesh Public Works 
Department (PWD) for laying pipe line along the road. 
Without completing these essential formalities and without 
obtaining technical sanction (accorded in February 1978 for 
Rs. 10.75 lakhs), the work was awarded (Januarv J975) to 
co·ntractor 'A' at the negotiated amount of Rs. 11 .29 lakhs against 
tlte estimated cost of Rs. 3.95 lakhs. The stipulated dates of 
commencement and completion of wcrk were 1st February 1975 
and 30th November 1975 respectively. The contractor could 
not commence the work as site was not avcrilable for laying the 
pipe line. The contractor, however, collected stock of pipes 
during February 1975 to August 1975 for which he was paid 

•• 
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'Secored advance of R s. 3.28 lakhs. 'No Objection Certificate' 
for executing the water supply scheme, asked for in July 1974 
and May 1975, was conveyed by the State Government on 
25th March 1976; approval for laying pipe line along the road 
:was given by the State PWD on 18th October 1975. The 
·contractor was informed on J 5th D ecember 1975 (i.e. after the 
s tipulated date of completion) that all the drawings showing 
the exact location of lines along with invert levels 
etc. were ready and could be collected by bim. Structural 
drawings were issued by the Superintending Surveyor of Works 
on 24th April 1976 and handed over to the contractor in M ay 
1976. Tbe contractor execuled work of value of Rs. 4.63 
lakhs till 6th August 1976 and stopped it thereafter. As the 
contractor did not restart the work, despite requests, a show­
causc notice was issued on 9th March 1977 ~rnd fi nally the 
contract was rescinded on 9th June 1977. In the meantime, 
the con tractor had asked (7th March 1977) for appointment 
of an arbitrator for the settlement of the dispute; an arbitrator 
was appointed by the Chief Engineer on 28th May 1977. 

The balance work, estimated to cost R s. 1.58 lakhs, was 
awarded to firm 'B' on 23rd August 1977 ,at its tendered 
amount of R s. 4.69 lakhs. The work, which commenced on 
2nd September 1977, was stipuJated to be completed by 1st 
March 1978; it had not been completed so far (August 1979). 

A compensation of R s. 0.39 Jakh for delay in completion of 
the work was levied on contractor 'A' on 28th September l 977 
in accordance with the terms of agreement. Contractor 'A ' put 
in claims of Rs. 2 .39 Jakhs. The department preferred 
5 counter-claims aggregating Rs. 1.60 lakhs including Rs. 0.92 
lakh on account of estimated extra cost of balance work being 
done through firm 'B'. The arbitrator awarded Rs. 0.83 lakh 
(comprising R s. 0.27 lakh on account of refund of security 
deposit due to the contractor, Rs. 0.05 lakh on account of 
damages sustained by him and balance for items of work done) 
in favour of contractor 'A' in January 1978 and rejected all the 
counter-claims of the department except Rs. 63 on account of 
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outstanding secured advance. Contractor 'A' was paid Rs. 0.83 
Jakh (after deducting Rs. 63) in July 1978 . . The arbitrator, 
while rejecting the claims of the department, observed that there 
was ample proof on record that the site was not available to 
the contractor for work during the period between F ebruary and 
November 1975 and that the work could not be started for want 
of necessary permission of llimacbal Prades h G0vernment because 
the site was within their jurisdiction. 

Extra expenditure of Rs. 0.92 lakh could have been avoided 
bad the department taken timely acti011 to complete all the 
formalities. The department stated (July 1979) that contractor 
'A' refused to execute the work due to delay in getting permission 
from the Himachal Pradesh 'Government and that the delay in 
banding over site was due to unavoidable factors which resulted 
in extra expenditure due to escalation of prices in the intervening 
period . The department, however, conceded that there was 
delay in supply of drawings. 

The case revealed that : 

the work was awarded (January 1975) to contractor 
'A' without technical sJnction and completing other 
e~ential formalities; 

tb e department failed in meeting its contractual 
vbligation to make site and drawings available to 
contractor 'A' on award of work resulting in extra 
expenditure of Rs. 0.92 lakh; and 

the work stipulated to be completed in November 
1975, was still (August 1979) in progress and the 
ITBP at Reckong Peo continued to suffer for want 
of adequate and permanent water supply even though 
Rs. 9.42 lakhs had been spent so far (July 1979). 

l 5. Extra expenditure due to delay in giving site.-The work 
of "strengthening of existi ng runway, apron, taxi trark nnu its 
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extension from 5,400 to 6,000 feet at Civil Aerodrome, Udaipur" 
was administratively approved by the Ministry of Tourism · and 
Civil Aviation in November 1972 for R s. 61.56 lakbs. The 
detailed estimate was technically sanctioned (December 1972) 
by the Central Public Works Department (CPWD) for Rs. 47.03 
la.khs. The work was split up in fourteen parts and one part 
estimated to cost Rs. 8.20 lakbs was awarded to firm 'A' in 
March 1974 at its tendered amount of R s. 10.66 Jakhs. The 
stipulated dates of commencement and completion of work were 
31st March 1974 and 30th September 1975 respectively. The 
agreement for the work provided that if it was not possible for 
the department to make the entire site available on award of the 
work, the firm would have to carry its working programme 
accordingly and that no claim for not giving the site on award 
of work would be tenable. The department handed over the 
site measuring 1.03 Jakh square feet at the time of award of 
work; the balance of 0 .84 lakb square feet was acquired and 
made available to the firm in May 1975. The delay in acquiring 
land was attributed to State Revenue authorities. It may be 
mentioned that at the time of award of work, even preliminary 
notification for acquisition of land bad not been issued. 

The firm executed all the work required on the land made 
available to it on the award of work except for the last panel 
of concrete work and the carpeting work and stopped the work 
completely from 15th Maren 1975. The firm had earlier 
contended that the last panel of concrete could not be laid wi thout 
doing earth work on Jand still to be acquired .and that 
the carpeting work would be done in one spell on the entire 
land, including the portion of land which wa~ to 1'.! acqu ired. 
The firm resumed the work after 26th April 1975 but 
could not make much progress due to setting in of 
monsoons, glider flights, etc. Owing to sJow progress of the 
work, , the department served a show-cause notice on firm 'A' 
on 14th August 1975. The firm stopped the work on 30th 
September 1975 (stipulated date of completion of work ) and 
demanded 40 per cent increase over the agreement rates for the 
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remaining work on account of considerable increase in the market 
rates of labour and material and on the plea that it was not 
bound to execute the balance work at old rates after the expiry 
of the currency of agreement. The department rescinded the 
contract (November I 975); firm 'A' applied for arbitration on 
23rd January 1976 for settlement of the dispute. 

The balance work estimated to cost Rs. 5.65 lakhs was 
awarded to firm 'B' in March 1976 at a negotia~ed amount of 
Rs. 12.38 lakhs. The stipulated dale of completion of balance 
work was 20th March 1977 ; the work was completed by this 
date at an extra cost of Rs. 4.72 lakhs with reference to the 
amount that would have been payable to firm 'A' at its agreement 
rates. The extra cost on the basis of 40 per cent increase 
demanded by firm 'A' worked out to Rs. 2.09 lakhs. 

The department appointed (August 1976) an arbitrator who 
awarded Rs. 0.54 lakh in favour of firm 'A' and rejected the 
counter-claims of the department totalling Rs. 6.03 lakhs on 
account of compensation for delay, forfeiture of security deposit 
and extra cost of balance work. The arbitrator observed that 
the delay in completion of the work before the stipulated date 
was due to non-availability of site and that provision in the 
agreement for making the site available in parts could not be a 
valid justification for effecting recoveries from firm 'A' . The 
department accepted (April 1977) the award and paid 
(September 1971) Rs. 0.54 lakh to firm 'A'. The failure of the 
department to make available the complete site on award of 
work resulted in extra expenditure of Rs. 4 .72 lakhs to 
Government. 

While confirming the facts, the Ministry stated (December 
1979) that in view of the urgency of work and assurance of the 
collector, the department took action to award the work. 

• 
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The case revealed that:-

there was laCk of proper planning as the work was 
designed and awarded without ensuring the 
availability of complete site in time resulting in extra 
expenditure of Rs. 4.72 !Akhs; and 

the work, which was to be completed in September 
1975, was actually completed in March 1977. 

16. Extra expenditure due to faulty design.- ! n September 
1973, the Ministry of Home Affairs accorded administrative 
-approval and expenditure sanction for Rs. 3.76 crores for the pro­
ject covering buildings for residential and non-residential accom­
modation for c.entral Reserve Police Force (CRPF) campus at 
Gandhinagar, Ahmedabad. The estimated cost of the project 
iocJuded Rs. 10.21 lakhs for construction of stores block, tailor 
shops and trade shops; with reduction in the scope of work, this 
amount (Rs. 10.21 lakhs) was reduced (September 1975) in 
the detailed estimate prepared by the Central Public Works 
Department (CPWD) to Rs. 3.97 lakhs. The work was awarded 
to firm 'A' at the negotiated amount of Rs. ?.03 Jakbs (November 
1975) . The work scheduled for completion on 21st May 1976 
was completed on 15th July 1976 at a total cost o1 Rs. 4.94 
lakhs. 

During inspections of the work in July and September 1976, 
the CPWD officers 'noticed major cracks in the walls. According 
to them, the cracks appeared due to over-load ing of brick 
masonry and reduction of thickness of external wall~ from 13t 
to 9 inches. The architectural drawings provided 13} inches 
thick external walls, but in the structural drawings thickness 
was reduced to 9 inches. 

The CRPF informed (November 1976) the CPWD that 
some of the cracks were of serious nature and cement plaster 
along the cracks was disintegrating and falling. The CPWD 
noticed (December 1976) that cracks had also appeared at the 
junction of the bed block and brick masonry. 
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Since the cracks appeared during the prescribed maintenance 
period of six months, notice was issued (December 1976) to 
firm 'A' to rectify the cracks. The firm disowned responsibility 
for the rectification of cracks (fanuary 1977) as the work was 
carried out under the control of the CPWD according to their 
drawings and designs which did not provide for expansion joints. 

The CPWD decided (February 1977) to provide buttresses 
to prevent these cracks and to carry out waterproof treatment. 
The department also came to the conclusion (August 1977) 
that the cracks were due to non-provision of expansion joints 
in the design of the building which were necessary in view of the 
excessive temperature stresses at Gandhinagar and the special 
design of the roof. Although according to Indian Standards 
Code (IS : 456-1957), the provision of expansion joints was 
essential for the structural soundness of the building, the 
department failed to make the said provision as per technical 
requirements. 

If expansion joints had been provideci in the first instance, 
additional expenditure based on the agreement rates would have 
been Rs. 0.17 lakh only as against Rs. 1.20 lakhs already spent 
on rectification of defects including provision of buttresses and 
\Vaterproof treatment and an anticip.ated further expenditure of 
Rs. 0.21 lakh for providing wire mesh in cracks (September 
1979). 

The department stated (July 1979) that "after remedial 
measures, no new major cracks have developed except some 
minor cracks, which are also under observation"; and that "the 
growth of old cracks and development of new major cracks have 
been arrested and, as such, the normal life of building is not 
expected to be very much affected". The fact remains that total 
expenditure of !ls. 1.24 lakhs (excluding Rs. 0.17 Iakh) could 
have been avoided, if expansion joints etc. had been provided 
ab i11itio in the design of the building. 

" 
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17. Injudicious rcscissioil of contract.-Construction of 120 
barracks for Central Reserve Police Force (CRPF) at Durgapur 
was a~arded by the Central Public Works Department (CPWD) 
to ·firm 'A' in December 1970 for Rs. 13.30 lakhs against the 
estimated cost of Rs. 14.08 lakhs. The work was to commence 
on 12th January 1971 and be completed by 11th March 1972. 
The date of completion was, however, extended (4th September 
1972) by the Department to 31st March 1973. Due to slow 
progress of work, the CPWD rescinded the contract on 
4th J a·nuary 1973 (even before the extended date for completion) 
after work of the value of Rs. 3.82 lakhs bad been done. 

After the contract was rescinded, the Mini try of Law, which 
was consulted observed (22nd January 1973) that the contract 
could not be cancelled before the extended date of completion 
(31st March 1973), but no action was taken on tlli'.; .advice to 
restore the work to the contractor. On the other ha nd, the 
CPWD appointed (August 1973) an arbitrator for realis?t im1 
of Rs. 1.93 lakhs (compensation of Rs. 1.41 lakhs for delay in 
the completion of work under clause 2 of the agreement and 
Rs. 0.52 lakh for forfeiture of security deposit under clause 3(a) 
o'f the agreement) and also for recovery of extra cost to be 
incurred on completion of residual work from firm 'A'. 
Meanwhile, firm 'A' requested the CPWD (June 1973 and 
November 1973) to withdraw the rescission order and allow it 
to complete the work at the old rates within 9 months. The 
department did not accede to the request of the firm as according 
to the department, the Ministry of Law advised that in the event 
of firm 'A' being allowed to work after the rescission of the 
contract, it would claim for withdrawal of the rescission order 
to avoid penal action. 

The arbitrator rejected (9th M.ay 1974) the department's 
claim of Rs. 1.93 lakhs for compensation for delay and forfeiture 
of security deposit as the delay was due to departmental lapses 
and no "legal injury" to the department justifying forfeiture of 
security deposit could be proved. The claim for extra cost was 
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withdrawn by the department as the extra cost was not then 
known. 

The residual work valued at Rs. 9.48 lakhs at the rates 
of firm 'A' was split up and awarded (21st Octocer 1974, 
4th November 1974, 26th November 1974 and 2nd January 
1975) to other firms 'B', 'C ', 'D' and 'E' and got completed 
(September 1976) at a total cost of Rs. 15.94 lakhs. For 
recovery of extra cost (Rs. 6.46 lakhs) the department stated 
(November 1979) that an arbitrator would be appointed soon. 
Thus, even after about 7 years of the rescission of the contract 
and 3 years after the completion of the work, the arbitrator is 
yet (November 1-g-79) to be appointed and the extra cost remai ns 
unrecovered. 

-. I • 
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CHAPTER Ill 

STORES PURCHASES 

MINISTRY OF AGRIC ULTURE AND IRRIGATION 

(Department of Food) 

(Army Purchase Organisation) 

18. Purchase of oil hydrogenatcd.- lndent for oil hydroge­
nated for the year 1978 was scheduled to be sent by the Army 
Headquarters (AHQ) to the Army Purchase Organisation (APO) 
by 25th July 1977. As the indent was still under examination, 
the AHQ requested the APO in August 1977 to proceed 
with preliminary action for procurement of 14,000 tonnes of 
oil hydrogenated for supply by 30th October 1977 (5,000 tonnes). 
b) 30th November 1977 (5,000 tonnes) and by l 5th Deccmcer 
1977 (4,000 tonnes). Accordi ngly, a tender enquiry was issued by 
the APO on 5th September 1977 and J 6 offers for a total quantity 
of 28,950 tonnes were received at rates varying from Rs. 8,727 
to Rs. 9,900 (excluding sales tax) per tonne. In the meantime, 
on 15th September 1977, the AHQ sent an additional demand 
for 12,000 tonnes of oil hydrogenated. 

As the rates tendered indicated lower p rices after October 1977 
and the formal indentiwas not received f1 om the AHQ, it was de­
cided on 22nd September 1977 to hold negotiations wi th the 
tenderers with a view to obtaining reduct ion in rates. The fo rmal 
indent was sent by the AHQ on 28th September l 977 for supply (as 
confirmed on 9th November 1977 and 2nd March 1978 and fur­
ther amended on 19th April 1978) of_4,000 tonnes by 30th Octo­
ber 1977, 5,000 tonnes by 30th November 1977, 5,000 tonnes by 
15th December 1977, 50 tonnes by 31st December 1977, 1,000 
tonnes by 31st January 1978, 1,000 tonnes by 7th July 1978,. 
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3,000 tonnes by 7th AugL\St 1978, 3,000 tonnes by 7th September 
1978 and 3,950 tonnes by 7th October 1978. 

The offers we:e valid up to 30th September 1977, butas a re­
sult of negotiations held on 28th September 1977, the firms agreed 
to keep their offers open up to 3rd October 1977 and also offered 
8,750 tonnes, 10,650 tonnes and 10,000 tonnes of oil hydrogenat­
ed for delivery in October, November and December 1977 
respectively. The rates offered for October, November and 
December 1977 deliveries in non-IS! marked tins ranged from 
Rs. 8,648 to Rs. 8,949, R s. 8,548 to Rs. 8,800 and Rs. 8,500 to 
Rs. 8,800 (excluding sales tax) per tonne respectively and in 
ISI marked tins from Rs. 8,790 to Rs. 8,975, Rs. 8,750 to Rs. 8,968 
and Rs. 8,700 to Rs. 8,968 (excluding sales tax) per tonne 
respectively. 

According to voluntary price restraint agreed to in June 1977 
by the representatives of Vanaspati Manufacturers Association 

, (VMA), the ex-factory price of 16.5 kg. tin of vanaspa ti (based on 
th'! issue p rice of Rs. 6,500 and Rs. 6,100 per tonne of imported 
soyabean oil and palm oil respectively) was not to exceed Rs. 158 
(excluding sales tax) or Rs. 9,576 per tonne. In August 1977, 
the VMA brought to the notice of the Ministry of Civil Supplies 
and Cooperation that the prices of oils in the indigenous as also 
the international markets had declined appreciably and suggested 
that the prices of imported oils be reviewed. On 4th October 1977, 
it was decided that with effect from I st November 1977 the prices of 
soyabean oi l and palm oil to be supplied by the State Trading 
Corporation (STC) be reduced to Rs. 5,950 and Rs. 5,500 per 
tonne respectively. 

The rates quoted by the industry for oil hydrogenated for 
delivery in November and December 1977 were lower than those 
for delivery in October 1977. Without consulting the Directorate 
of Vanaspali, Vegetable Oils and Fats (DVVOF), which regulated 
the price of vanaspati , the APO placed eleven contracts (\ alue: 
about Rs. 12 crores) for supply of 14,050 tonnes of hydrogenated 
oil on 3rd October 1977 (a day before the above decision for re­
.ductioo of prices of oils) for delivery of 1,450 tonnes by 30th 
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October 1977, 2,550 to nnes by 31 st October J 977, 5,000 tonnes by 
30th November 1977, 3,050 tonnes by 15th December 1977 and 
2,000 tonnes by 3 1st December 1977. The contracted rates rang­
ed from Rs. 8,500 to Rs. 8,700 (excluding sales tax) per tonne for 
6,000 tonnes conforming to ISI specification in non-ISl marked 
tins and from R s. 8, 700 to Rs. 8,972 (excluding sales tax) per 
tonne for 8,050 tonnes to be supplied in IS1 marked tins. 

On the basis of decision taken on 4th October 1977, instruc­
tions for reduction of prices of impoi:ted oil (with effect from 1st 
November 1977) were issued by the Ministry of Civi l Supplies 
and Cooperation on 19th October 1977. The representatives of 
the industry also agreed to sell the products on ex-factory price 
not exceeding Rs. 8,485 (excluding sales tax) per tonne. 

Supplies were completed in respect of seven contracts (7,550 
tonnes). Out of the remaining four firms, two ('M'-300 tonnes; 
•S'- 200 tonnes) did not make any supplies; and of the other 
two firms 'J' and 'P', firm 'J' did not supply 1,050 tonnes 
(out of its contract for 2,000 tonnes) as scheduled in October and 
November 1977 and firm 'P' did not supply 1,000 tonnes (out of 
its contract for 4,000 tonnes) as scheduled in November 
1977. These unsupplied quantities (2,550 tonnes) were can­
celled (November-December 1977 and January 1978) and were 
repurchased in December 1977-January 1978 a t lowest rates 
ranging from Rs. 8,349 to Rs. 8,398 (excluding sales tax) per tonne. 

, Firm 'M ' preferred on 10th April 1978 claims for damages 
(Rs.) .45 la khs) against the APO and the matter was referred 
(20th June 1978) to the arbitrator who rejected the claim (5th 
November 1979) . 

As the contract prices were firm and did not contain any price 
variation clause, the firms were allowed to complete the supplies 
(7,000 tonnes) of oil hydrogenated for November and Decem­
ber 1977 at rates ranging from Rs. 8,500 to Rs. 8,822 per tonne 
instead of Rs. 8,349 per tonne and, thus, got an undue benefit of 
Rs. 26.61 lakhs at the cost of Government. 
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The benefit of reduction of price of vanaspati with effect from 
1st November 1977 could not be availed of by the APO for the 
following relsons : 

-The contracts (valued about Rs. 12 crores) were finalised on 
3rd October 1977 without ascertai ni ng the price trend from 
the DVVOF, which had then under consideration a review 
of the prices of oils. 

-The fact that the prices quoted by the industry for the months 
of November and December 1977 were lower than those for 
the month of October 1977 was not taken note of before 
finalising the contracts. 

-After the price of oil to be supplied by the STC was reduced 
(1st November 1977), no efforts were made by the APO to 
ilegotiate with the firms for reduction in prices under 
voluntary control. 

Even though the Department of Food stated (October 1979) 
that it was not obligatory for the department to finalise the 
contracts of oil hydrogenated in consultation with the DVVOF, 
it was noticed in audit that the APO had in actual 
practice been consulting the DVVOF in the past. On 18th 
November 1976, the APO consulted the DVVOF and then 
finalised 7 contracts for a total quantity of 1,550 tonnes of oil 
hydrogenated on 23rd November 1976 at rates ranging from 
Rs. 8,090 to Rs. 8,200 per tonne. Similarly, I 3 contracts 
for 13,250 tonnes of oil hydrogenated were finalised at rates 
ranging from Rs. 8,140 to Rs. 8,500 per tonne after discuss­
ing the proposals with the DVVOF on 1st December 1976. 
On both these occasions, the DVVOF had clearly indicated 
the future market rates and advised to cover the maximum 
quantity against the offers received. The fact, therefore, 
remains that in view of the noticeable decreasing trend in 
prices, had the APO consulted the DVVOF before finalising 
contr:-.~ts in the present case as was done in the past, ex:tra 
expenditure of Rs. 26.61 lakhs could have been avoided. 
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19. Purchase of rum.-Rum is purchased by the Army 
Purchase Organ isation (APO) of the Department of 
Food fro m the suppliers registered wi th it. The quali ty 
of rum is governed by Army Service Corps (ASC) 
specification No. 168. [n January 1976, the Army Headquarters 
sent an indent to the A PO fo r procurement of 27 lakh litres of 
rum by 3 1st October 1976. A teude1 enquiry for 9.56 lakh litres 
of rum. requi red during Match 1976, was i ~sued by the APO on 
17th January 1976 and three contracts to cover 1.83 lakh li tres 
to meet tht' urgent requi rements of the Army, were placed 
(Febru ary-March 1976) at ra•es ra nging from Rs. 5. 16 to 
R !>. 6.06 per litre (exclusive of exci se du ty). All these 
supplies were completed during March, April a nd July 1976. 

A fresh tende1 enquiry was issued o n 12t h March 1976 for 
25.21 lakh litres of rum. On the basis of tenders received a nd 
negotiations held (13th April 1976), six contracts al rates ranging 
from Rs. 4.45 to Rs. 6 per litre (exclusi ve of excise duty) were 
placed on 15th April 1976 for 18.91 lakh litre ; fo r the remaining 
qua ntity (6.30 lakh litres) it was decided {1 5th April 1976) to ob­
tain the same by exercising the op•ion of the purchaser to increase 
the contracted quantity by 50 per cent in the contracts placec! on 
3 firm s 'K", 'M' a nd 'N' at the appropriate time : the deci ion to 
increase the quantities was communicated to the 3 firms on 2nd 
Jul y L976, 26th June 1976 and 4th November 1976 respectively. 

The APO entered in to contracts aga inst some risk purchase 
lender enquiries at rates of R s. 4.45 and Rs. 4. IJ per litre in 
July 1976 and Rs. 4.25 per litre in October 1976 (exclusive of 
exci se duty) on the basis of tenders received on 7th June, 30th 
June and 6th October L 976. Although tbe rates a t which the 
contracts were placed against the risk purchase tender enquiries 
were lower than the rates of Rs. 4.49. Rs. 4.45 and Rs. 4.51 per 
li•re (exclusive of excise duty) earl ier contracted with firms ' M', 
'K' a nd 'N', the A PO exercised on 26th J une, 2nd July and 4th 
November 1976 respectively its option to increase the contracted 
quantity by 50 per cent on these firms involving extra expenditure 
of Rs. 1.26 lakhs as compared to the lower r isk purchase ra tes. 

S/1 AGCRn9-9 
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Had the APO, instead of exercising its option to increase the 
r quantity of the contracts, exercised its option to decrease the 

quantities by 50 per cent o n the fi rms 'M', 'K' and 'N' which was 
permissible under th:! terms of the contracts, and repurchased 
them at lower rates then prevailing in the market, another 
R s. 1.08 lakhs could have been saved. 

"MINISTRY OF SUPPLY AND REHABILITATION 

(D epartment of Supply) 

20. Purchase of charger clips.-Against the indents 
received from facto ri<."s 'A' and 'B' for procurement 
of 16. 76 mil lion and 13.95 million charger clips 
respectively, 7 tenders were received a nd opened by the Director 
General, Supplies and Di sposals (DGSD) on 25th September 
1971. Out of th<."se, 2 fi rms 'X' and 'Y' quoted separate rates 
with and without raw materi1tl assistance to be given by t he 
DGSD as under : 

Firm Rate 

·x· 
•y• 

With raw material Without raw ma-
assistance terial assistance 

9 .5 
10.98 

(In paise/each) 

11. 5 
13.10 

The DGSD decided (20th December 1971 ) to make purchases 
by giving raw material assistance and accordir.gly acceptances of 
tenders were·placed (23 rd December 1971) on fi rm 'X' for 10.71 
million (va Jue : Rs. J0.1 8 lakhs) and on fi rm ' Y' for 20 million 
(value : R s. 21.96 lakhs) cha rger clips. On Jst January 1972, 
t he DGSD issued import recommendation certificates for spring 
steel strips and cold 10lled steel s~rips to both the firms. 

-----

" 

In February 1972, the J oint Chief Co ntroller of Imports and t 
Expo1 ts (J CC!E), Calcutta informed the D GSD and firm ' Y' t. 
that as per Import Tradt: Control Policy for the year 197 1-72, 
spring ste el stri ps was a licensable item and for import of cold 1' 
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rnllcd steel strips in coi ls which was canalised through the 
Himlustan Steel Limited (HSL) only release o rder was to be issued 
instead of import l;cence. 

Both the firms demanded iss ue of import licences fo1 direc t 
import of raw material and were reluctant to obtain co!d rolled 
s teel strips through the I-ISL as it would involve payment of co m­
mission ancl hand ling charges to the HSL which would increase 
the p rice of raw materia l. The DGSD referred ( 17th April 1972) 
the matter to the JCClE, Calcutta for iss ue of import licence, 
but the latter reiterated (May 1972) tba t steel strips was a ca nalised 
item for which release order was to be issued in place or import 
licence and that tile request fo1 issue of import licence fo r canalis­
ed item could not be compli ed with. Accordingly, release orders 
were issued by the JCCIE, Calcutta to fi rms 'X' and 'Y' on 18th 
September 1972 and 14th/ I 9th July 1972 respectively. 

With a view to expedit ing supplies, after discussion wit h 
t he representatives of fi rms 'X' and ' Y' on 19th December 1972, 
it was decided by the DGSD to a llow p rice increase in c. i.f. value 

of raw materials beyo nd the estimated rate of their qu otations, to 
[ pay commission chargeable by the HSL subject to production o r 
t 'relevant documents and to re fix the date of delivery. Amendmen t 

letters to this effect were issued to both the firms by the DGSD 
on 7th February 1973. 

The HSL fl oated global enquiries twice, in February 1973 
anu August 1973, and also sent deta ils of offers received to firm 
'X ', but orders could not be placed because firm 'X' did not re­
gister its demand till September 1973. The possibility of obtain­
ing raw material indigenously was a lso explored (February 1974) 
by the DGSD by issuing enquiries to eight firms, but without 
success. 

On 22nd April 1974, firm 'X' claimed an increase of 9 paise 
per charger c lip towards the manufacturing and labour cost 
only apart from the increase in steel price already agreed to. This 
request of firm 'X' was rejected by the DGSD on 31st May 1974 
-0n tne ground that the contract did not provide for the same. 
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Arte r protracted correspo ndence and negotiations. the acc{ptar:ce 
of t ender was cancelled on 15th June 1976 on the advice of the 
Ministry or Law without fi nancial repercussions'.o n either side and 
a fresh contract was placed on it o n 26th July 1976 fo1 supply 
of 20 . 71 million charger clips at the rate of 20 paise pe r 
charger clip (va lue : Rs. 41 .42 l ~.k h.s) without any raw materia l 
assis tnnce. 

Fir m ' Y' got its demand regi~ tcred (May 1973) with the HSL 
and o n 13th June l 973 asked the DGSD for enhancement of the 
value of import recommenda tion certificate to cover the value 
of req uisite quant ity of raw material as desired by the HSL. The 
D~partmen t of Supply stated (February 1979) that " there was 
delay on t he part o f t he DGOF in provid ing the foreign excbange 
ckspite the issue of several re minders" and " this resulted in the 
enhancement of the value of im port recommendation certificate." 
Addit ional fore ign exchange was, hov.eve r, fi na lly released on 
14th Jo.nuary 1974. On 23rd Febru'1.ry 1974, firm ·y' agreed to 
supply the sto res provided the contract price was suitably in­
crea cd to meet the i ncrcascd cosl of chemicals, gas, fuel, labour, 
etc . Even ·though firm 'Y' agreed (1 9th March 1974) to price 
of lJ . 98 pa isc per charger clip, i t did not make any supply of 
th\! stores . On 22nd October 1974, firm 'Y' w~!S offered 2 1 paise 
a.gain<;t 26 paise pe r charger clip demanded by it. Firm 'Y 
accepted th is offer on 29tll March 1975subject to certain reserv­
ations and kept the offer o pen u p to 30th April 1975, subse­
quently extended up to 15th September 1975; it did not make 
any supply and ul timatd y the contract was cancelled on 15th 
June 1976 afte r obta ining op inion of the Mini stry of Law. H alf 
of the cancelled quantity (20 million) was covered on fi rm 'X ' 
in July 1976 at the rate of 20 paise per charger cl ip and the balance 
on firm 'Z ' at ) 9. 68 paise per charger clip on 2nd September 
1976. 

T hus, since the DGSD d id not tak.;: note of the Governmen t 
Tmport T rade Control policy fo r the year 1971-72 (which was 
a nr1o• nced on 30th A pril 1971) nor did ht: conside r the monetary 
i mpl ications of the two alternatives, viz. supply witb raw material 
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assistance and without raw material assistance, there was delay 
in getting the issues sorted out satisfacto rily ti U June 1976 when 
both the contracts were cancelled without fin:mcial repercussions 
on either side. H ad the o ffers witho ut raw materia l assistance 
been accepted ub initio, extra expenditure of Rs. 22 . 58 lakhs 
could have been avoided. 

21. Purchase of bin steel portable.- To meet.the requirements 
o f Defe nce Department. the Director General, Supplies :!nd Di!>­
posals (DGSD) placed (Ma1·ch 1968) a contract on fi rm 'A' for 
supply of 2,863 num bers of bin steel portable at RL 175 each. 
As per terms of the contn.tct, fi rm 'A' was to submit an advance 
sample by 31 st March J 968 and. afte r its approval, to make 
supplies at the rate of 600 numbers per month. Firm 'A', how­
ever, ubmitted (27th April 1968) a sample which was rejected; 
fresh sample submitted on 14th November 1968 was also not 
according to ~ pecification (as welded construction in lieu of riveted 
construction had been used), but was finally accepted on 19th 
February I 969 and firm 'A' was asked to go ahead with bulk 
manufacture. At the request of firm 'A· (Apri l 1969), amt:ndmcot s 
to tb1 contract to provide for welded construction in lieu 
o f riveted construction and for exci. e duty at the rate of 20 
per cent ad va!orem , which became effective from Ma rch 1968, 
were issued by the DGSD on 17th May 1969; the delivery perjo·d 
was alsc e xtended up to 30th September 1969. Firm ' A' did not 
commence supplies and obtained (October 1969) further extension 
in delivery period by four months up to 3 1st January 1970 on 
grounds o f labour trouble in its manufacturing unit. On 8th 
October 1969, fi rm 'A' requested the DGSD for issue o f e::. en­
t ia\ity certificate on prio ri ty o perational basis to enable it lo ob­
tain steel; the DGSD dt::cided (November 1969) to issue es e nti­
ality certificate to the firm, but the certificate was not issued. On 
11th June 1970, delivery period was extended from 3 I st January 
1970 to 3 l st October 1970. Firm 'A' suppl ied only J68 numbers of 
bin steel portable during this extended period and on J 5th Decem­
ber 1970 obtained furthe r extension in delivery period up to 20th 
January 1971 on the ground that its manufacturing unit was facin g 
strike in its factory. In a n;iect ing held on I Ith Janua ry 1971. 



126 

fi rm 'A" gave an ass u1 a ncc to complete the :,upplies by 31st Mardh~ 
1971 and the delivery period was, therefore. extended up to thi 
<late. Firm ' A' failed to make any furthe r supplies and again 
ought (March 1971) extension of 90 days on ground of unprc­

ccdcntc<l acute shcrtage and non-avai labil ity of requisi te quality 
0f ra\\ m:i.lerial. As the supply wa.~ considered to be doubtful, 
even if the extension of t ime was granted, the con trac t was can­
celled on 18th May 197 1 at the firm' :-. ri sk and cost, treatin g 31st 
March 197 1 as the date o f breach. 

R i~k purchase te nder enquiry was opened on 29th June 
1971 : I 2 quotations were received including the lowest one from 
defaulting fi rm 'A" wl1ich q uoted the same rat<.', 11i:. R s. 175 each 
exclusive of excise duty, but had asked for price variation and 
e~sential i ty certificate for steel. F irm 'A' was asked (9th/ 12th 
July I 97 1) to deposit JO per cent of the to tal cost of the stores as 
:,ccurily deposit and also offered essen tia lity certicate for steel on 
replenishment basis. Without makin g the security deposit firm 
·A' sought clari fi cations fro m the DGSD on points li ke sample, 
c"~entia lity certificate, etc. On 6th September 1971, the DGSD 
wrote to firm 'A' to make the security deposit by 20th September 
197 1 fai ling whi ch it. tender would be .ignored. Firm 'A' d.id 
nol make the deposit. On 23rd October 1971, a meeting was held 
b) the DGSD at which the representative of .firm 'A ' promised 
to send a reply regarding ecurity deposit, gua ranteed deli very 
elate and essent iality cert ificate on replenishment basis; he also 
promised tha t in case a settlement was n ot reached befoie 27th 
October 197 l , the offe r wou ld be ex tended. up to 27th November 
1971. Fi rm 'A' d id not keep e ither of the promi~es . On I Ith 
'ovember 197 1. firm ' A"s coun s:: I int imated the DGSD that he 

ha<l obtained an ad i11teri111 i1!i1111c1 ion fro m the Delhi High Court 
1rnLintaining status quo until furt he r orders. The Ministry of law. 
which was consulted in the matter, opined (January 1972) that 
there was no objection lo p urchasing the store~ from another 
source , but the DGSD could 1101 recover any amount frc m the 
defaulting firm. 

TI1e second lowest offer from firm 'B' was ignored as it was 
not according to specifi cations. The nex t lo-west offer from firm 'C 

" 

• ,. 



. . 
--

\ 

127 

a t Rs. 285 each plus excise duty at. the rate of 20 per cent stipu­
lated variation on price of steel and also essentiali ty certificate 
on priority and replenishment basis fo r its procurement. Both 
these were new conditions, but firm' C' subsequently (November 
1971 ) withdrew the stipulation regarding pr ice va ria tion. As a 
valid risk purchase was not possible due to six months ha vin g 
expired since breach of contract and the terms being different , 
or.der fo r the balance quantity of 2695 Nos. at Rs. 342 each, (firm 
price inclusive of excise duty) was placed on firm 'C' on 24th 
January 1972 invo lvi ng an extra expenditu re of R s. 3 . E6 lakhs . 

After the cancella.tio n of the contract, firm 'A' claimed (Feb­
ruary 1972) R s. 3 lakhs fro m Government ; a counter-claim for 
Rs. 3 . 66 lakhs was made by the DGSD aga inst the defaulting 
fi rm 'A' towards risk purchase. Firm 'A' a lleged that the DGSD 
had failed to make available raw material to it for performing 
the contract and thereby committed a breach of contract. On 
the other hand, the DGSD denied the allegations stating that 
supply of raw material was not a condition of the contract. The 
olc arbitra tor in his award dated 28th July 1975 rejected the 

claims and counter-claims of both the pa rties without recording 
any ·reasons. On the advice of the Mini stry of Law, the awa rd 
was fin a lly accepted (August 1975) by the DGSD. 

The case revea led tha t : 

-despite continued poor performance of firm 'A" from 27th 
April 1968 onwards, both with regard to submission o f 
advance sample a nd supply of stores, it was given repea t­
ed extensions in delivery peri od up to 31st Ma rch 1971 : 

-essentiality certificate for steel on priority operatio nal basis 
was not issued to firm 'A' a lthough the stores were urgently 
needed and decision to issue it was taken in N ovember 
1969, but not incorporated in the contract ; and 

- ultimately the stores were purchased f1 om fi rm 'C' after six 
months of the breach of contract with firm 'A' on the basis 
of essentiality certificate which constituted a new condition 
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rendering risk pu rchase invalid and involving extra expen­
di ture of R s. 3. 66 lakhs. 

22. Purchase of outfit "ate1 sterilising.-Tn Febrwiry 1973, the 
Director General , Supplief. a nd Disposals (DGSD) placed an 
acceptance of tender on firm 'J' for supply of 12. 75 lakh number 
(value : Rs. 11 . 60 lakhs) of outfit water ste rilising (OWS) to the 
Defence Services during April 1973 to June 1974 at Re. 0.91 
pe1 piece. In November 1973, the quantity on order was increased 
to 15,93,750 numbers (va lue: Rs. 14 .50 lakhs) in exercise of 
option for additiona l quantity up to 25 per cent, with a stipulation 
for supply of the additional quantity (3,18,750 numbers) by 
31st July 1974. 

The contract did not provide for Government assistance for 
procuremen t of raw material. H owever, owing to shortage of 
corks and tin sheets in the market, firm 'J ' approached the DGSD 
on 12th November 1973 a nd I Ith December 1973 for assistance 
in procurement of raw material ; this request was not accepted 
(16th January 1974) a . there was no such condition in its tender. 
On J st February 1974, fi rm 'J' stated that rega rdless of the terms 
of tender, it would stop manufacture of OWS unless raw materia l 
assistance was given. The DGSD sought (7th March 1974) the 
advice of the Ministry of Law whirh opined (14th March 1974) 
that, in the absence of provision in the contract, the DGSD was 
not legally bound to 1ender assistance in procurement or raw 
materia l to firm 'J' and that cancel lation of the acceptance of 
tender at the risk and cost of the fi rm could be made a fter expiry 
of the delivery period. Notwithstand ing this advice, the DGSD 
issued (I 0th June 1974) recommendatory letters on two private 
firms for supply of corks after firm 'J' had givea ass urance in 
writing ( 18th March I 974) th at such an assistance would not be­
come part of the contract. The Department o f Supply stated 
(October 1979) that the "issue of the letter was purely on ex gratia 
basis'·. It wa noticed in audit that afte1 issue of the afo resaid 
recommendatory letters, the matter was not pursued by the DGSD 
a nd it was not known whether fi rm 'J' actually got supply of co rks 
against th ese recommendatory letters. Further, there was nothing 
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on record to show that the question whether the purchesc would 
have been cheaper with supply of raw material was examined 
by the DGSD. 

On 4th July 1974, firm 'J' informed the DGSD that it had 
a lready despatched 6,82,300 numbe1 s of OWS and that further 
production, which had been stopped due to non-availability of 
glass bottles, would start after a rranging supply of bottles and 
getting extension of delivery date. This was not furthe r pursued, 
nor was any formal request made by firm ' J' for extension or 
time. On 28th July 1975, firm 'J' was asked to intimate the supply 
position to which there was no response and on the advice of 
the Ministry of Law (27th Augun 1975), the contract for the 
outstanding quantity (9, 11 ,450 numbers) was cancelled on 9th 
September 1975 at the firm's risk and cost, treating 31st July 1974 
as the date of breach of contract. But as the contract was can­
celled after expiry of six months from the date o f breach of 
contract, no risk purchase a t the expense of firm ·r was pos ·ible. 

After reinviting ( 17th January 1976) tenders (opened on 27t h 
February 1976) for purchase of balance quantity, the lowest 
offer (Rs. I . 19 per piece) from the defaulting firm ·r was accepted 
(7th July 1976) subject to advance secu ri ty deposit of 10 per ce111 
(Rs. I .09 lakhs). This was deposited by the fi rm and fresh 
acceptance of tender (value: Rs. 10 .85 lakhs) for 9, 11 ,450 nu m­
bers was issued on 28th August 1976 for completion of suppl y by 
July 1977. 

O n the basis of the lowest rate of Rs. I . 40 per piece agairn,t 
another tender enquiry for the same store, opened on 30th April 
1974 a nd valid up to 30th June 1974, the Min istry of Law advised 
( 14th September 1976) that the rate of Rs. 1.40 could be taken 
into consideration for claiming genera l damages from fl rm ' J' . 
Accordingly, a demand notice for Rs. 4. 94 lakhs (subsequently 
revised to Rs. 5. 70 lakhs due to increase in the ra tes of exci !'>~ 
duty, sales tax, etc.) was sent to firm 'J' on 22nd September 1976. 
Firm 'J' represented against the recovery and its plea for referring 
the case to arbi trator was accepted (29th October 1976) by the 
DGSD with the concurrence of the Mini stry of Law. In the 
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meanlime. firm 'J' a lso obtained stay order (4th November 1976) 
from the Delhi High Court rest rai ning the department from effect­
ing recovery against the demand notice. The arbit ra to r dismissed 
( 15th March 1979) Government's claim on the ground that the re 
\\a'> no proof or the market rate on 31 st July 1974 and that no 
rea son W3 '> g iven by G overnment for effecting the ris k purchase 
o n 28th August 1976, i.e. about two years after the date o f breach 
or the contract. 

Fi rm ·r completed supplies against the repurchase acceptance 
of tender withi n the st ipulated delivery period (July 1977). The 
extra co t of Rs. 2 . 99 lakhs co uld no t be recovered from the firm 
because o r fai lure on the part of the DGSD to effect a valid risk 
purchase within six mo nths from lhe date of breach of the con­
tract. 

23. Purchase of aluminium conductor s.- For supply of 
1600 k_m<;. of alumin ium conduclors of various sizes to 
the Electrici ty Deparlment, Government of Goa, Daman 
and Di u, the D irecto r General, Supplies and Disposals (DGSD) 
p laced a contract on firn1 ' A ' o n 21 st Janua ry 1969 for R . 8.34 
lakhs. S upplies were to be comple ted by 31st August 1969 o r 
earlier, but no qua ntity was supplied within the st ipulated period. 

D ue to shortage of raw material, firm 'A' sought ( 16th May 
1%9) an extension in delivery period and requested (6th August 
1969) for raw ma terial as istance. After protracted correspond­
ence, the delivery period was extended on 25th May 1970 from 
31 t Aug ust 1969 to 3 1st July 1970. As regards raw material 
a~ istance.11rm ·A· was asked (2 1st August 1969) to take up the 
matter di rec t with the a uthorities concerned as there was no such 
provision in the contract fo r raw material assis tance. 

A fter M<~Y l 970, the case was nei ther pursued by the DGSD 
for 2 years. no r was there a reminder from the indentor ; o n 19th 
June I 972, firm ' A' sought extension in delivery period, which 
had expired on 31 st J uly 1970, and also assistance for raw ma­
tc-1 ial. At this stage, o n a refe rence being made (5th July 1972), 
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the indenter stated (14th July 1972) that the stores were ~tilJ 
required. Thereafter, the question of grant of extension of time 
to firm 'A' was not considered, but the Ministry or Law. which 
was consulted (16th August 1972), advised (30th August 1972) 
that the contract could be cancelled at the risk and cost of firm 
'A' taking 3 lst July I 970 as the dale of breach of contract. How­
ever, as six months from this date had a lready elapsed, valid risk 
purchasewa- not possible. 

On 7th August 1973, the indentor again stated that he s tilf 
required the stores and that the date of delivery might be extended_ 
The DGSD informed (25th September 1973) the indentor that 
due to difficulty in getting raw material, the supply was do ubtful 
even if extension of time was granted and, therefore, sought for 

... · advice whether the contract be cancelled at the risk and cost of 
firm 'A'. The indentor was also asked to fumish fresh indent in 
case the stores were still required. On 4th D ecember l973, 
the indentor agreed (telegraphica lly) to the proposal fo r cancella­
tion of the contract: the contract was cancelled on 25th February 
J 974 (i.e. 3} years afterthe date of its bri:-ach). 

fn order to claim general damages, the DGSD is:>ued a trade 
enquiry on firm <> ' B' and 'C' in November 1976, but the market 
prices of hi ch carbon steel on the da tc of breach of contract could 
not be ascertained. The indentor was also addressed (21 ~t Feb- I 
ruary 1978) to int;mate whether the cancelled quantity was pur-
chased by h!m afterward:. and whether any loss wa suffered by 
him due to non-supply of the stores. The indentor intimated 
( 14th March 1978) that the cancelled quantity was purchased h) 
him agai nst fresh indent dated 2 1st September 1970 before the 
cancellation of contract and that the same quantity wa:. procured 
from three o ther firms, viz. 'X', ' Y ' and 'z· at extra cost of 
Rs. 4. 71 lakhs. On 6th June 1978, the DGSD informed the indentor 
that the purchase of stores against another indent before cancella-
tion of the defaulted con tract wa s irregula r and that only general 
damages a mounting to Rs. 0. 22 lakh as per advice of t he Ministry 
of Law, were recoverable from firm 'A'. The indent or. who 
initially insisted (lst July 1978) for recovery of full extra cost of 
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R s. 4.71 lakhs, ubseq uently (7th Apri l 1979) asked fo r the re ­
covery o f general damages of Rs. 0. 22 lakh. The DGSD;asked the 
firm on !st May 1979 to pay the general damage (Rs. 0.22 lakh) 
by 3 lst May 1979, which had not been recovered so far (Novem­
ber 1979). The Department of Supply stated (October 1979) 
that the delay in claiming the general damage. was mainly 
because the indentor had to be convi nced that loss of Rs. 4 . 71 
lakhs was not legally recoverable. 

The case revealed tha t : 

- the DGSD failed to pursue the case after the expiry of 
del ivery period (3 1st July 1970) and to effect valid risk 
purchase wit hin six months of the date of breach of contract 
resul ting in extra ex penditure of Rs. 4. 71 lak hs in purchase 
of the sa me quantity against a fresh indent dated 21 st Sep­
tember 1970; a nd 

- though the contract was cancelled o n 25th February 1974 
a fter 3} years of the breach of contract on 3 1st J uly 1970. 
it took more than 5 years after cancell ation of contract to 
assess a nd claim general damages (Rs. 0.22 lakh) from firm 
'A·. which were yet to be recovered (November 1979). 

24. Purchase of duck cotton.-A 11 o rder for supply of 2. 39 la kb 
metres of duck cot ton (9 1 cm .. width) required by an Ordnance 
Equipment Factory for manufacture of bag kits universal black, 
was placed by the Director of Supplies (Textile) , Bombay (DSB) 
o n firm 'A' on 27th D ecemberl97 1 for R<;. 3L. 94 lakhs (2 lak h 
metres at R s. 13. 45 per metre and 0. 39 lakh met res at R s. 13 
per metre). The supplies were to be made during J anuary 1972 
to April 1972, but this period was extended twice. up to 10th 
July 1972 and up to J5th Novem ber 1972. By 15th J uly 1972. 
the firm had supplied I. 40 lakh metres. Owin g lo downward 
trend in prices, the con tract rate for the balance quantity (0.99 
lakh metres) was red uced to Rs. 11. 65 per metre on I Ith Augu~t 

1972 with the consent of firm ·A', fo r co mpletion of supplies by 
15th November I 972. 
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A lot of 0 . 50 lakh metres, offered bykfi rm 'A"!for~i n spec tion u 11 

17th August 1972, was rejected by the Defence Inspectorate o" 
15th September 1972 as it was dyed with sulphu r dyes or with va t 
dyes in conjunction with sulphur dyes (which was totally prohi­
bited for use by the Defence Depa rtment). On re-testing of the 
cloth already supplied ( I .40 lak h metres), the Inspectorate found 
(October-December 1972) that almost the entire supplie made 
by firm 'A' earlier were dyed either wi th sulphur dyes or with 
vat dyes in conj unction with sulphur dyes. The Defence I ns­
pectorate, therefore, info rmed the DSB in Decem ber J 9T!. that 
" the occ urrence of such serious irregularity a nd on such a large 
scale . .. . ... . . . . ..... . . ........ .. has thrown the credibility 
of this firm very muc h in doubt .... .. . . ... .. . 1t has put the 
Government to loss not on ly on acco unt of substandard materia l 
a such but also on acco unt of fa brication cost spent in making 
bags from such unacceptable materia l' '. fn May J 973. the De­
fence fnspectorate recommended a price red uction of Rs. 2. 52 
la khs in respect o f I , 40 lakh metre of cloth already accepted, 
The Defence Inspectorate sta ted (July 1973; that it had been es­
tablished beyond doubt that a lmost ent ire supplies made were 
dyed ei ther with sulphur o r sulphur in conjunction with vat dyes, 
but unfortunately this defect rema ined undetected in the normal 
process of inspection in the early stages and was detected at 
subsequent stage during check of samples drawn fro m the accept­
ed supplies and tha t bo th, the supplying firm a nd the inspection 
staff, were responsible for this. Obviously, no samples seemed 
to have been d rawn a nd tested at the time of inspection or the 
tests were not properly made. 

0 :-i the quest ion of price reduction being taken up (December 
1975) with firm ' A', it d id not agree to the reduction and wanted 
the matter to be referred to arbitration. Later in October 1977, 
i t was felt that the department had no legal standing in claiming 
price red uction on 90,683 metres which were no t only accepted 
but also consumed and that price reduction be claimed on the 
remaining quantity of 49, L36 metres which, though accepted . 
was not consumed. Accordin g to the basis already suggested 
by the Defence Inspectorate, the amount of price reduction for 



134 

1.his quantity worked out to Rs. I. 05 lak hs. Firm 'A', however, 
o ffered to pay only Rs. J .10 lakhs in full and final settlemen t of 
a ll clai ms against the contract including liquidated damages for 
late delivery which alone worked out to Rs. l .44 lakhs. The 
department accepted this settlement without pressing for recovery 
·o f R >. I . 47 Ia khs as price reduction in respect of 0. 91 lakb 
m!trl!S of c lot h already consumed. 

In December 1972, the Defence Inspectorate had informed 
the DSB that it had been decided on ce rtain economy considera­
tion to switch over from black to olive green shade (which was 
cheape r) for canvas required for kit bags and requested t he DSB 
to obtaio the material in olive green shade against the indents 
in hand as well as the quantities outstanding against the 

·Current o rders. 

Firm 'A' failed to supply the balance quantity of 0.99 lakh 
metres by 15th November 1972. The Ministry of Law advised 
(February 1973) that the order for the remaining quantity could 
be cancelled at the risk and expense of the firm. No cancellation 
was, however, done and firm ' A' was allowed to complete the re­
maining s upply o f 0 . 99 lakh metres in black shade. Regarding 
non-cancellation of order, the department sta ted (March J 976 
a nd D ;!cember I 979) that at that time there was an intention to 
cond uct negotiations with the firm to get a sizeable reduction 
against the earlier despatches of substandard material a nd that it 
would have been difficult to achieve it if the outstanding quantity 
was cancelled. 

By not cancelling the order fo r 0.99 lakh metres and not 
obtaining equivalent qu antity in olive green shade a l a lower 
rate (Rs. I 0 . 19 per metre) extra expenditure of Rs. I . 44 
lakhs was incurred. 

The case disclosed the following main points :­

- substandard cloth measuring I . 40 lakh metres (cost : 
Rs. 18. 8 I lakhs) was accepted without noticing the manu­
facturing defects at the time of supply and inspection; 
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- ·on detecting the defects subsequently, (October-Deceml'er 
1972) compensation amounting to R s. I .1 0 lakhs wa~ 

obtained from the firm only fo r 0.49 lakh metres which had 
not been consumed, thereby sustainin.1! a loss o f Rs. 1 .47 
lakhs on 0. 91 lakh metres of clot h which had alre::idy been 
consumed; and 

- extra expenditure of Rs. I . 44 lakhs was inc urred hy not 
cancell ing the order for 0.99 lakh metres of clot h in 
black shade (even thou gh the firm had fai led to make the 
supply in t ime) a!ld not procuring an equivalent quant ity 
in olive green shade at a lower rate. 

25. Extra cxpmditure on purchase of Amillonium Ichtho­
sulpbonate (ICHTH AMMOL).-ln January 1971 , the 
D irector G enera l, Supplies ~and Disposals (DGSD) placed a n 
acceptance of tender (A/T) (value : Rs. I. 68 lakhs) on firm ' A· 
for supply of 11,300 kgs. of ICHTHAMMOL a t Rs. 14.48; 
R s. 14. 98 per kg. to the Director Genera l, Health Services 
(DGHS) by 3 1st J uly 1971 in three instl lmen ts commencing from 
31 st March 1971. 

Fi rm 'A' did not make any supply and asked ( 14th April 
197 1) the DGSD fo r cancellation of the A/T for the reason that 
TCHTHAMMOL was an imported item and foreign suppliers 
had declined to book orders due to non-availabi lity of raw material 
even though the A/T indicated the cou ntry of o rigin of the material 
a5 "India". The DGSD did not agree (May 1971) to the fi rm's 
requ~st as availability of raw materi al was not a condition for 
supply as per the contract. F irm 'A', however, insisted ( 10th June 
197 1) on cancellation of the contract as the item was not avail­
a ble in Indi a and its import was not possible. As the supplies 
were not effected t ill 31st July 1971 , t he contract was cancelled 
on 24th September 197 1 in consultation with the Ministry of 
L'lW :nth August 1971) , at firm's risk a nd cost taking 31st July 
197 1 '1.S the date of breach of contract and risk purchase ter.dcr 
e nq·1'ry was issued on 10th Novemher 197! (i. e. It months after 
th:: ; n cellation of the con tract) without recording any reasons 
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for delay. The ris k purchase tenders were o pened on 30th Decem­
b~ r 197 1 and on 3 1st January l 972 (the last date for finali sing the 
risk purchase), it was decided to accep: the rate of Rs. 23. 90 per 
kg. quoted by firm 'C' and advance A/T was issued on 31st Jan­
uary 1972; formal A/T (value: Rs. 2. 70 la kh s) was iss ued on 3rd 
February 1972 in continuat ion of t he adv_ance A/T. 

Though it was a case of va lid ri sk purchase, it havin g been 
finali sed within 6 months of the breach of the co ntract i.e. 31st 
July 1971 , t he DGSD was doubtful (January 1972) about recovery 
o f extra expenditure from fir m 'A ' as th e first lowest offer (Rs. 
14 .48/ Rs. l4. 9S per kg.) of firm 'A' received in response to risk 
purchase tender enqui ry had been ignored fo r want of confi rma­
t ion from it to provide 10 per cent securi ty deposit and the second 
lowest offer ( Rs. 22 .90/ Rs. 23. 40 per kg.) of fi rm 'H ' was not 
found acce pta ble d ue to incomplete tende r documents. It was, 
therefore, decided (1 anua ry 1972) to process the case for recovery 
of general damages from firm ' A·, equivalent to the diffe rence 
between the price in the cancelled A/T and the market price 
around the date of breach of contract. A trade enquiry was 
issued fi<st on 29th M a rch 1972 and again on 6t h M ay 1972, 
but there was no response; a third enq uiry was issued on 7th 
October 1972 a nd information regarding market price was received 
(October 1972) from five firm s, but no action was taken by the 
DGSD to assess and recover ge nera l damages from :firm ' A', fo r 
over 2! years. On 2nd Ju ne 1975, the case was referred to the 
M inistry o f Law for ad vice regarding the market price to be 
adopted for ti1~ pu rpose of calculating genera l damages. The 
Ministry of Law ad vised (9th June 1975) that the rate of Rs. 28 
p ~ r kg. quoted by fi rm ' D ' in its letter of 19th October 1972 
might be taken as the market price. 

Accordingl y, the demand notice for payment of Rs. l. 57 Jakhs 
on account of general damages was sent on 27th March 1976, 
but it was repudiated (29th April 1976) by firm 'A's solicitors . 
In consultation with the Ministry of Law (3 1st August 1976), 
the ca<>e was referred to an arbitrator (March 1977). The arbit­
rator, in his award made on 20th September 1977, held 
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the Government's claim for general damages as untenable since 
the date of breach of contract was 3 lst July 1971 and the formal 
risk purchase A/T was despatched to firm 'C' on 3rd February 
1972 which was beyond the prescribed period of six months from 
the breach of contract (31 st July 197 1). Further, though in the 
formal A/Tissued on 3rd February 1972, there was a reference to 
the advance A/T issued on 31st January 1972, its copy was not 
produced, nor was any proof given that the same was put in 
the course of communication before the expiry of the said six 
months' period. The DGSD, however, informed Audit on 14th 
September 1979 that its copy had since been obtained (July 1979) 
from firm 'C' and placed on record. Had this copy been obtained 
and produced before the arbitrator, the department would not 
have lost the case in arbitration. 

Although decision (1st November 1977) to file objection to 
the award in the court of law was taken in consultation with the 
Ministry of Law, it was not implemented since action in this 
behalf could not be completed within the limitation period (up to 
10th July 1978): The award was finally accepted in November 
1978. 

Government, thus, suffered a loss of Rs. 1.02 lakhs (exclusive 
of taxes), initially due to the DGSD 's inability to produce: complete 
papers before the arbitrator and subsequently due to non-filing 
of objection to tbe arbitrator's award in the court of law. 

26. Purchase of tables bedside collapsible.- To cover an indent 
received from the Director of Ordnance Services, New Delhi in 
September 1966, the Director General, Supplies and Disposals 
(DGSD) placed an acceptance of tender (A/T) on firm 'A' on 6th 
March 1967 for supply of 2,212 tables bedside collapsible at the 
rate of Rs. 25 per table to be supplied by 7th July 1967. As the 
:firm failed to supply the stores, after protracted correspondence 
with the indentor and the firm, the contract was cancelled on 21st 
October 1969 at its risk and cost. 

To effect the risk purchase, another A/T :was placed 
by the DGSD on 25th April 1970 on firm 'B' for supply at the 

S/1 AGCR/79-10 
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rate of Rs. 38.60 per table by 20th November 1970. The con­
tract had the discrepancy that while clau~e J 5(a) of the contra~1. 

provided for delivery of stores in loose to the Inspectorate of 
General Stores (IGS), Anand Parbat, New Delhi for inspection , 
clause I 7(c) sti pulated inspection at fi rm's premises. On thi 
discrepancy being pointed out by the Defence Inspectorate 
on 30th June 1970, the DGSD issued (27th July 1970) an 
amendment letter changing the place of inspection to the IGS, 
Anand Parbat as the firm had agreed to th is before placement of 
contract. The fi rm protested repeatedly (3 1st July, 26th Sept­
ember, 10th November and 22nd December 1970) against the 
DGSD's unilateral decision and requested for withdrawal of the 
disputed amendment. On 19th November 1970, the Defence 
Inspectorate agreed to the inspection at the firms' premises as 
originally stipulated in the A/T . H owever, instead of cancelling 
the disputed amendment, the DGSD cancelled the contract 
on 26th February 1971 at the risk and cost of the firm as according 
to the department ~(November 1979), the stipulated delivery 
period had expired on 20th Nov mber 1970 and certain defec1s 
and discrepancies were fou nd by the IGS in the advance samples 
supplit:d by the fi rm . 

Risk purchase tenders were invited again by the DGSD 
and opened on 4th May 1971. Two offers were received, of \\<hich 
the lower offer (Rs. 38. 60 per table) was from the defaulting firm 
'B', which was asked to pay 10 per cent security deposit by 17th 
May 1971. As the firm fai led to:furnish~requ isite: securi ty deposit 
by the due date, the A/T was placed with the second firm 'C' on 
19th May 1971 at Rs. 85 per table. This resulted in extra 
expenditure of Rs. 1.08 Ja khs. 

A demand notice calling on fi rm 'B' for payment of Rs. l .08 
lakhs was issued by the DGSD on 26th July 197 1. Firm 'B', 
while refuting this claim, filed a counter-claim of Rs. 0 . 53 lakh 
and also requested that the dispute be referred fo r arbitra tion. The 
arbitralor in his non-speaking award (28th Februa1y 1974) rejected 
the claims of both, Government and firm 'B'. 
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Thus, Government were sad.died with an extra expenditure 
of R s. 1 .08 lakhs mainly due to the discrepancy in the contract 
regarding the place of inspect ion of sto res. 

27. Purchase of ferrous sulphate and folic acid tablets.- To 
cover an indent o f January 1976 from the Department of Family 
Planning (now Department of Family Welfare) for supply of 
43 crore ferrous sulphate and fo lic acid ta blets (25 crores large 
and 18 crores small) and,2 lakh bottles of JOO mi Iii litre (ml.) each 
of liquid preparation of iron and fo lic acid by 31st December 
1976 and 30th September 1976 respectively, the Director General, 
Supplies and Disposals {DGSD) got (24th March 1976) the 
following first two lowest acceptable offers :~ 

Name of the firm 

·w· 
']' 

'N' 

(Rates inciusive o f excise dut)) 

Tablets (per 1,000) Liquid pre­
parat:on 

(Large) 

(In l'Ll.J;;~J 

7.25 

7 .25 

(Small) ( 100 ml. bott le) 

3.80 

3.87 

2.70 

2. 81 

For tablets (large and sm:!ll), th e DGSD decided on 18th 
May 1976 to cover 50 per co1t of the requirement on firm 'W' and 
to reserve balance 50 per cent for firm 'J' pending verification of 
its perfo rmance against the contract for the same item awarded 
in November J 975. 

Meanwhile, on 30th April 1976, the Central Government 
Hzalth Scheme (CGHS) Organi~ation informed the DGSD about 
the poor performance and rnpply of substandard medicines by 
firm 'J' leadin g to deletion cf its name from the purview of the 
CGHS rate enquiry. Thereaft er, on 7th June 1976, the DGSD 
cfecided to ask other firms to quote their best rates for uncovered 
quantity of the tablets as the earlier offers had expired on 24th 
May 1976. 
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For liquid preparation, firm 'N' also quoted (Rs. 2.80) for 120 
ml. packing. As this worked out cheaper (Rs. 2.33 per 100 ml.), 
after obtaining (8th J une 1976) acceptance of tbe indentor, contr­
act were p laced (June l 976) for I lak h bottles of l 20 ml. each at 
R s. 2.80 per bottle on firm 'N' and for another l lakh bottles 
of 100 ml. each a t R s. 2.81 per bottle o n fi rm 'E' although firm 'E' 
was not the lowest for 100 ml. packing. The decision to place 
order on firm 'E' was taken under the erroneous assumption that 
each packing would be of 112 ml. in stead of 100 ml. quoted by the 
firm. Had the contract for fu ll q uantity of 2 lakh bottles been 
placed on firm 'N' (in 120 ml. packing), extra expenditure of 
R s. 0.48 la kh could have been avoided. 

F resh tenders for the balance requirement of 21.5 crore 

.. 

tablets (12.5 crores la rge and 9 crores small) were opened on 16th ~~ 

J une 1976. For tablets ia rge, the lowest acceptable offer was 
R s. 7.62 per 1,000 tablets from firm 'E' and for tablets small. 
R s. 3. 74 per 1,000 tablets from fit m 'M'. Since the fresh offer for 
tablets la.ge was higher, the DGSD proposed ( 17th June 1976) 
to cover the balance .equirement of 12.5 crore tablets on firm 
'W' a t its previous rate of Rs. 7.25 per 1,000 tablets. But, on 
22nd June 1976, firm ' W' revised its rate to Rs. 8.03 per J ,000 tab-
lets. Consequently, order for 12.5 cro1e tablets large was placed r::---
on firm 'E' at Rs. 7.62 per 1,000 tablets. Had the adverse report 
(received on 4tb May J 976) on the performance of firm 'J' been ~J 
considered at the time of processing the original purchase propo-
sals (18 th May 1976) and bad the entire quantity been covered on 
firm ' W' , Government would have saved Rs. 0.46 lakh. 

Thus, tl1ere was an extra expenditure of R s. 0.94 lakh in both 
the cases. 

28. Purchase of chloroprene proof nylon fabrics.- To 
cover a n operational indent of May I 972 from the General 
Manager, Ordnance Factory 'A', the Director General, Supplies 
and Disposals (DGSD) placed (16th M arch 1973) an acceptance 
of tender (A/T) for supply of 30, l 00 metres of ch lot oprene proof 
nylon fabrics on firm 'X ' at the rate of R s. l 72 per metre, by 31st 

-
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D ecember 1973. As the indenter desired deferment of upplics 
beyond the due date of delivery, the rate per metre was revised 
(September 1974) to Rs. 172 (for 4,475 metres already supplied), 
Rs. 205 (for next 5,000 metres) and Rs. 2-13 (for balance 20,625 
metres). The firm supplied 14,262.60 metres by 31st March 
1977 (extended delivery da te). Afte:· obtaining advice of the 
Minist1y of Law (8th Jun e 1977), the balance qua ntity of 15.837.40 
metres wa cancelled on 21 t June 1977 at the risk and cost of firm 
'X' treating 31 st March 1977 as the <lat, of breach of contract. 

for effecting ri sk purchase fresh quo tations were opened on 
20th July l 977; of the three offers received, the lowest one ifrom 
fi rm 'Y' at Rs. 275 per metre (increased to Rs. 280 per metre du1 i ng 
negotiations in August 1977) was accepted and A/T for supply of 
8,000 metres was placed o n firm ' Y' on 13th September 1977; 
the 2nd lowest offer (R . 323 per metre) was from the defaulting 
firm 'X' which was ignored as the fi rm failed to give requisite 
10 per cent security deposit: the third lowest offer from fi rm 'Z' 
(Rs. 375 per metre later (23rd August 1977) revised to Rs. 355) 
was passed over as it was co nsidered high as compared 10 the 
rate of firm 'Y '. 

In August 1977, considering that delivery of tore from the 
indigenous sources wou ld not be possible as required by the in­
denter, the DGSD decided to procure the uncovered quantity 
(7,837.40 metre) through im ports, but th is did not ma terialise. 
The orders for the uncovered quan ti ty (7,837.40 metres) were 
placed on firm 'Z' (3,000 metres) at Rs. 355 per metre on 10th 
February 1978 and on firm ' Y' (4,837.40 metres) at R s. 320 
per metre on 30th June 1978. The delay on the part or the DGSD 
in arriving at the purchase decision for the uncovered quanliry 
resulted in an extra expenditure of Rs. 7.08 lakhs, a compa1cd to 
the original ra te of Rs. 243 per metre of firm 'X'. As the pur­
chase was made a fter the expiry or prescribed period of 6 months 
from the date of breach of contract, this extra cost (Rs. 7.08 
lakhs) could not be recovered from the default ing f1rm 'X'. 
Besides, a sum of Rs. 4.36 lakhs due from the defaulting firm ' X' 
on account of extra cost on risk purchase o f 8,000 m~tre from fi rm 
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'Y' in September 1977 had also not been recovered so far 
( ovember 1979): however, Rs. 2.38 lakhs are stated to be with­
held from the pending bills of firm 'X'. Government stated 
(December 1979) that a claim of general damages for Rs. 10.33 
l akh~ had been lodged with firm 'X' on 5th December 1979. 

29. Purchase of cough tablets.- 111 October 1974 , the 
D irc:;tor G~nera l. Supplies and Dispo als (DGSD) awarded 
a co.1tract (value : R s. 3.91 lakhs) to firm 'Q' for supply 
of 1.30 cro re cough tablets at the rate of Rs. 30 per 1,oqo 
tablets (excise duty 10 per cent extra) to the Director General, 
Armed Forces Medical Services (DGAFMS) by 30th June 1975 
in four equal monthly instalments commencing from 30th March 
1975. In January 1975 , the quanti ty was increased to 1. 63 crore 
tablets (value : Rs. 4.89 lakhs); the additional quantity (33 lakb 
tablet ) was to be delivered by 31st August 1975. 

Firm 'Q' failed to make any supply by 30th June 1975 as it did 
no t receive codeine phosphate from the Narcotic Commissioner, 
Gwalior, and asked (20th August 1975) for extension in delivery 
period which was granted (15th September 1975) by the DGSD 
up to J 5th December 1975 with reservation of rights to recover 
liquidated damages. 

On lOth November 1975, fi rm 'Q. informed the DGSD that 
it was expecting supply of 150 kgs. of codei ne phosphate allotted 
to it by the Food a nd Drug Administration, Maharashtra, by the 
end of November 1975 and requested for extension in delivery 
period ti ll 29th Februa ry 1976. With the concurrence of the 
DGAFMS (20th November 1975), the DGSD extended (4th 
December J 975) the delivery period up to 3J st January 1976. 
On 15th January l 976, firm 'Q' sought permission to offer tablets 
for inspection, packed in tins instead of in amber bottles as sti­
pulated in the contract; the DGSD agreed to this on 28th 
Feb1 uary J 976 and simultaneously extended the delivery period 
up to 15th March 1976 without any request from firm 'Q' which 
did not convey its acceptance of it even la ter. 

, . 
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After supplying 6.57 lakh tablets up to 9th March 1976, firm 
'Q' asked (19th March l 976) for increase in excise duty from 10 ~o 
20 p er cent with effect from 16th March 1976 according to the new 
rates effective from that date under the budget proposals for 
1976-77. Without taking any decision on firm 's request, the 
DGSD issued (29th April 1976) a notice-cum-exten ion Jetter re­
quiring firm 'Q' to complete supplies by 31st May 1976 ; firm 'Q' 
did not co nvey its acceptance of the extension in delivery period, 
but on 19th May 1976 reminded the DGSD for the enhanced rate 
of exci se duty. 

The DGSD referred (17th June 1976 and 3rd July 1976) the 
matter to the Ministry of Law, which advised (21st July 1976) 
that since the firm had not accepted and acted on the extensions 
beyond 3 J st Janua1y 1976, the date of breach of contract for the 
unsupplied quantity would be 31st January 1976 and that a per­
formance notice would require to be issued before cancellation 
of the contract. Accordingly, the DGSD issued a performance 
notice (3rd August 1976) to the firm extending the delivery period 
up to 31st August 1976. The firm, however, neither acknowle­
dged the performance notice nor did it make any supply. The 
contract was cancelled by the DGSD on 15th December 1976 
in consultation with the Ministry of Law (29th October 1976) 
at firm's risk and cost. 

Repurchase contract for the unsupplied quantity of l. 57 
crore tablets (value : Rs. 9. 33 lakhs) was placed by the DGSD 
on firm 'C' in July 1977 at Rs. 59.60 per 1,000 tablets (inclusive 
of excise duty) at an extra cost of Rs. 4 . J 6 lakhs. Since the re­
purchase was made after expiry of prescribed period of six months 
from the date of breach of contract (31 st January 1976), the de­
faulting firm 'Q' could be liable to pay only general damages re­
presenting the difference between the contract rate and the mar­
ket rate as on the date of breach of contract. For this purpose, 
tbe DGSD issued a rate enquiry circular to 120 firms on 4th 
July 1977, to which only firm 'C' intimated (20th August 1977) 
that the price of tablets around 31st January 1976 was Rs. 59. 60 
per 1,000 tablets. The Ministry of Law advised on 29th October 
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J 977 that firm 'C' might be asked to furni sh evidence of any 
transaction to support its quoted rate of .Rs. 59 . 60 ; firm 'C ' 
djd not do so. It a lso could not furnish (9th January 1979) 
cost break-up to support the rate of Rs. 59 . 60 per J ,000 tablets 
when specifically asked to do so. 

Firm 'C" completed supplies by 24th October 1978. The 
DGSD could not recover t he extra expenditure (Rs. 4 .16 lakh ) 
from the defaulti ng firm ·Q' as action to cancel the 
contract was not taken immediately on the firm's failure 
to acknowledge extension letters issued on 29th February 1976 
and 29th April 1976 and to effect risk-purchase within six months 
from 31st January J 976. Tn view of the non-availability of re­
lia ble evidence of the market rate around the date of b reach of 
contract (3 lst January 1976), the DGSD proposed tMay 1979) 
to recover only 7} per cent (Rs. 0. 34 lakh) of the value of the 
cancelled contract by way of general damages from firm 'Q' ; 
no recovery has been made so far (November 1979). 

MINISTRY OF TOURfSM AND CIVIL AVIATION 

30. Purchase and fabrication of water bowzers.-With a 
view to a ugmenting the water capacity of fire tenders to 
meet fire fighting requirements as prescribed by the Interna­
ti ona l Civi l Aviation Orgarusation (ICAO) at vario us airport., 
the then Ministry of Transpo rt and Communication accorded 
(Octo bcr 1966) administrative approval for purchase of 68 water 
bowzers at an estimated cost o f Rs. 58. 90 lakhs. These water 
bowzers were to be fabricated on chassis. 

Proc11re111e11t of cliassis.- The Director General, Civil Avia­
tion (DGCA) placed an indent o n the Di rector General, Supp lie · 
and Dispo sa ls (DGSD) in October 1969 for pmchase of two 
water bowzers (chassis as well as body building). On the 
basis of a single tender enquiry, an acceptance o f tend er was 
placed (17th July 1970) by the DGSD on fi rm ' A' for supply 
of two chassis at a cost of Rs. 1.45 lakhs by 20th November 
1970 (extended to 25th J anua ry 1972). The co ntract s tipulated 
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that order for supply of Power Take-off (PT) units to be fitted 
to chassis, would be placed separately on receipt of firm '~ quota­
tion . Another contract for supply of 29 chassis (without PT 
uni ts) at a cost of Rs. 26 .97 lakhs was placed· on firm 'A' on 
4th September 1971. Against the first contract , t wo chassi 
were produced by the firm without PT uni ts and were accepted 
by the department after inspection on 17th November 1971. 
These were delivered to fi rm 'B' for fabrication of bowzers on 
16th February 1972. In September 1971, firm 'A' informed the 
DGSD that the PT unit would not be suitable and that. instead, 
f ull torque PT unit was required. Again in June 1973, firm 
'A' informed that it had not yet started production of to rque 
PT units, but it had manufactured 2 o ther PT units by general 
engineering methods as proto-types which were considered sui­
table. These two PT units were obtained by the department 
a t a cost of Rs. 0 . 05 lakh plus safes tax and were fitted on 19th 
October l 973 to chassis a lready delivered to .firm 'B' for neces­
sary testing and fabricatio11 of water bowzers ; these were not 
found sui table as mentioned later in the paragraph. 

Twentynine chassis without pT units were supplied to the 
department in April a nd May 1974. Out of these, 10 were sto­
red at Nagpur Aerodrome, 13 at Safdarjang Airport and 6 were 
issued (Feb ruary 1978) to firm 'D' for fabricat ion of bowzers. 
The Assistant Fire Officer of Safdarjang Airpon. New Delhi , 
stated (May 1979) that 13 chassis (cost : R_. 12.09 lakhs) were 
lying in open space without any watch and ward facility and 
that costly tyres and accessories were cxpo~ed to adve rse effects 
of weather. The department stated (December 1979) that 
there had been no damage to the chassis so far (Dece mber 1979). 

Fabrication of 1mter boivzers.-T wo contracts for fabrica­
tion of 2 numbers and 29 numbers of wate r bow1cr~ on Ley­
land chassis were placed by the DGSD on firm 'B' in July 1970 
and July 1971, valuing Rs. 0.79 lakh and Rs. 13.93 lakbs rc~­

pectively. The work of fabrication could not be started by firm 
'B' as the two chassis were supplied by firm 'A' only on I 6lh 
February 1972 and the PT units were fitted to the cha.ssi~ on 19th 
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October 1973. The PT uni ts fitted to the chassis remained under 
Les~ which co uld not be completed due to power cut in the in ter­
vening period. On 22nd April 1975, .firm 'B' informed the D GSD 
that on the basis of tests conducted, the PT units supplied by 
firm 'A' were not found suitable for operating fire fighting pumps. 
Firm 'A ' tried to rectify the defects pointed out by fi rm 'B ', 
but it did not succeed and the PT units did not give satisfactory 
performance even in the final test . On 13th November 1975, 
the contrac ts placed on firm 'B ' were cancelled without financial 
repercussions on either side on the advice of the M inistry of Law. 
The 2 chas is deli vered to firm 'B' were received back in Decem­
ber 1975 after joint .inspect ion. The PT units supplied by ti.rm 
'A' were finaUy tested on 16th February 1976 by the representa­
tives of the DGCA, the DGS D and firm 'A ' and were not found 
satisfactory. The department then decided on 4th March J976 
to place a fresh indent with revised specifications replacing th.e 
PT units by diesel engines for pump drive. 

Two contracts were p laced by the D GSD in September 1976 
on fi rms 'C' and; D' ror:rabrication;of 6;numbers and 25.numbers 
of wate1 bowzers with provisioo of separate diesel engines 
for pump drive and certain accessories at a cost of Rs. 7. 50 
!akhs a nd Rs. 28. 75 la khs respectively. In both the cases, the 
firms were required to produce acceptable proto-type to the 
f nspecting Officer within three months of the receipt of chassis 
faili ng which the contracts were to be cancelled a t their risk and 
cost. 

One chassis was handed over to firm 'C' in March 1977. Firm 
·c failed to supply the proto-type vehicle within the extended 
period of delivery (up to 30th September 1977). The contract 
was, ther fore, cancelled by th<:." DGSD on 9th Janua ry 1978 
at the risk and cost of fi rm 'C'. Firm 'C' had, however, not 
returned the chassis (cost : Rs. 0. 92 lakh) so far (November 
1979). 

The contract with firm 'D ' was amended on 10th February 
1978 increasing the nu mber of watet bowzers fro m 25 to 31. 
Firm ' D' produced (May 1977) the proto-type which, on testing 

.. 
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and inspection by the representative of the DGSD and the in­
deotor, was found to have certain manufacturing defects and the 
proto-type was rejected in October 1977. Firm ' D' represented 
that the rejection was not justified as the design and drawing had 
the prior approval of the indentor. fn a meeting held on 6th 
December 1977, it was decided by the DGSD to accept the proto­
type after reducing the cost (total reduction : Rs. 3. 43 lakhs 
for 25 nos.) due to deleti on of certain items. The proto-type 
was positioned at Safdarjang Airport to facilitate inspec.ion and 
acceptance of the remaining units when fabricated. [n February 
1978, six more chassis were handed over to firm 'D ' fo r fabrication 
of water bowzers; the fabrication required 'colt' diesel engines to 
be supplied by another firm ' E' . Due to lock out in the factory 
of firm 'E', the supply of 'colt' diesel engine became uncertain 
and the DGCA requested the DGSD in March 1979 to explore 
the possibility of using petrol engines. On 25th May J 979, firm 
'E' informed the DGCA and the DGSD that as the lock out had 
since been lifted, it would supply 'colt' diesel engines at 6 uni ts 
per month from J uly 1979 onwards. H owever, no further engine 
bad been supplied by fi rm ' E' (October 1979) and no water 
bowzers had been fab ricated and supplied by firm 'D ' so far 
(November J 979) . 

The Regional Director of Civil Aviatio n, Delhi Region re­
ported to the DGCA on 23rd July 1979 that the proto-type (cost : 
Rs. J . 75 lakhs) at Safdarjang Airport had not worked since its 
purchase (December l 977) due to several manufacturing defects 
and had been lying idle in unserviceable cond ition. The DGCA 
stated (June 1979) that the department had been continuously 
pursuing the matter a t a ll levels to expedite the supply of wa ter 
bowzers, but that it was helpless as the purchase had to be re­
gula ted through the DGSD only. The department added that 
it continued to suffer the shortage of this equ ip ment in its safety 
services. 

The case revealed that : 

--<>rders for the PT units were placed on firm 'A' without 
verifying its manufacturing capacity and technical suitability 
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with the resulC:that the 2 units supplied were not found 
suitable later (April 1975 and February 1976) and thus, 
fabrication of bowzers was delayed ; 

- orders for fabrication of water bowzer with 'colt' diesel 
engine for pump drive were placed on firms 'C' and 'D' 
without verifying the suitability of the equipment offered 
with the result that the proto-lype (cost : Rs. I . 75 lakhs) 
d id not work since its purchase (December 1977); 

-the water bowzers which were urgently requi red for fire 
fighting purposes as per requirements of JCAO could not 
be procured so far (November 1979); 

- amounts of R . I . 45 lakhs and Rs. 26. 97 Jakhs spent for 
procuremen t o f 2 chassis and 29 chassis had remai ned 
blocked since February 1972 and May I 974 respectively; 
and 

- :1 chassis valued at R s. 0 .92 lakb had been lying with firm 
'C' (since March 1977) which refused to return it. 

x 

-



CHAPTER IV 

FINANCIAL ASSISTANCE GIVEN BY GOVERNMENT 

\ 

3 l. (i) Loalls and adi.·ances.-Details of loans and advances 
outstanding against State Governments, Foreign Governments, 
etc. at the end of 1977-78 and 1978-79 are given below :-

To whom icnt Amount 
outstan­
ding on 
3 1st Match 
1978 

State Governments 11498.50 

Union Territory Go-
vernments 179 .23 

Foreign Governments 337 .23 

qovernment Corpo-
rations, Non-Go-
vernment Institu­
tions, Local Funds , 
Cultivators, etc. 7648. JO 

Government Servants * 123. 88 

Total *19786.94 

Loans paid 
during 
1978-79 

3260.48 

63 .92 

294.48 

1899 .33 

147 .28 

5665.49 

Loans 
repaid 

during 
1978-79 

Amount 
outstan­
ding on 
31st Ma rch 
1979 

(Crores of rupees) 

882.62 13876 .36 

9.09 234.06 

380.58 251.13 

750.92 8796.51 

56.69 214.47 

2079 .90 23372.53 

•Differs from the figures sbQwn in the last ye<> r's Report due to subsequent 
corrections. 
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150 

(ii) Grants.-During 1978-79, R~ . 33,09.54 crores were paid 
as grants by Union Government to State and Union Terri tory 
Governments, statutory bodies, registered and private inst i­
tutions, etc. as detailed below : 

(Lakhs of ru r:ecs) 

(a) Grants to State and Union Territory Governments : 

(i) Grants to State Gowrnments under provi~o to Art.i­
cie 275(i) of the Constitution 

(ii) Other grants to State Governments 

(iii) Gcants to Union Territory Governments 

{ b) Grant~ to statutory bodies, non-Govern ment institutions 
or b .>dies and individuals (the details of grants Ministry/ 
O;;Jartm~nt-wise a re given in Appendix TI to the Report). 

86,51 .33 

24,46.59 . 94 

1,0J ,38 . 13 

6,75,04.44 

. . 
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MINISTRY OF EDUCATION AND SOCIAL WELFARE 

(D.!partment of Education) 

32. National Council of Educational Research and Training 

1. Introductory :-The National Council of Educational 
Research and Training (NCERT), a registered society, was cs­
tabJished in 196 1 with the object of assisting and advising the 
Ministry of Education and Social Welfare in the implementation 
of its policies and major programmes in the field of education, 
particularly school education. For the realisation of its ob­
j ectives, the NCERT was, inter alia, to : 

-undertake, aid, promote and coord inate research m all 
branches of education ; 

-organise pre-service and in-service training, mainly at an 
advanced level ; 

-organise extension services for institutions engaged in 
educational research, training of teachers, etc ; 

-<ievelop and disseminate improved educational 1echniql!e'> 
and practices in schools; 

~o-operate with, advise and assist the State Governments· 
educa tional institutions for the fu1 therance of its objects; 
and 

-undertake preparation and publication of books, etc. 

The Cou ncil consists of 56 members with the Minister of 
Education and Social Welfare as Chairman. The Executive 
Committee, which is the governing body of the NCER T con­
sists of 13 members presided over by the Minister of Educatio n 

I ) I 
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and Social Welfare and is vested with the task of management of 
its affairs and funds. The Director of the NCERT is the princi­
pal executive and academic officer responsible for the proper 
administration of its affairs. The constituent units of the NCERT 
are the National Institute of Education, the Centre for Edu­
cational Technology a nd 4 Regional Colleges of Education. 
The NCE RT has 18 Field Advisers located in various States to 
serve as a link with the State Agencies. 

2. Fi11a11ce. <tccow1ts and audit 

2. I The NCERT is mainly financed by grants from Govern­
ment. Its receipts and payments for the five years ended 1978-79 
were as under -

1974- 75 1975- 76 1976--77 1977- 78 

Recei(lfa 

Opening balance 29. 21 

Grants received 
from Government 430.57 

Grants recdvcd fo r 
specific projects 
from Government 
and other agencies 

Sale proceeds of 
books and journals 

Miscdlaneous 
ceipts 

re-

Provident fund and 
compulsory deposit 
accounts 

Deposits. advances, 
suspense and remit­
tanc.::s 

Centre for Edu­
cational Techno­
logy 

Total 

20.57 

25.90 

18.34 

21.68 

127.89 

£ 

674 . 16 

(Jn lakhs of rupees) 

13.99 £56.97 26.46 

480.99 497. 13 505.34 

37 .48 43 .51 64.77 

59.57 68.58 48.40 

47.76 50. 83 82.95 

47 .51 85.62 45.82 

176 .33 224. 56 299.64 

£ 45.40 27.31 

863.63 1072.60 1100.69 

1978- 79 

37 . 14 

564.30 

56.74 

101 .31 

72.13 

58.0J 

303 .42 

1193 .05 

•• • 
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1974-75 1975-76 197f.-77 1977-78 197e-79 

Pay111~11/s 
(In la khs of ruPeea) 

Pay and allowances 165.75 214.14 225.17 237.08 '.!66.08 
Other charges 35.80 49 .73 53.92 60. 10 68.55 
Programmes and 
scholarships 158.40 175.04 242.61 202 .85 278 , 90 
Lands, buildings , 
furniture, fittings, etc. 19.38 81 .35 71 .62 96 .34 77. 87 
Expenditure out 
of specific grants 28.76 33.72 33 .17 49.05 22.43 
Miscellaneous ex-
penditure 87.25 25.86 28. 17 45.45 20. 19 

Provident fund and 
compulsory deposit 
accounts 27.40 4'.1.95 74.87 69 .3 l 51.96 
Deposits, advances, 
suspense and re-
mittances 136 .79 184.06 270.88 278.65 322 .33 

Centre for Educa-
tional Technology £ £ 45.17 21. 91 f. 
Refunds to Govern-
ment and other 
agencies 0.64 1.01 0 .56 2.81 10 .19 
Closing balance 13.99 54 .77 26 .46 37 .14 74 .55 

Total 674.16 863.63 1072.60 1100.69 1193.05 

(£ Prior to 1976-77, the receipts and expenditure of the Centre fo r Educational 
Technology were k.:pt outside the accounts of the NCERT; in 1976-77 and 
1977-78 they were shown distinctly in the NCERT's accountsandinl978-79 
they were merged with the figure; under the various heads of account). 

2. 2 The audit of the accounts of the NCER T is en trusted 
to the Comptroller and Auditor General of India under section 
20(1) of the Comptroller and Auditor General's (Duties, Powers 
and Conditions of Setvice) Act, 1971. The NCERT is also a 
substantially financed body in terms of section 14 of the said 
Act. Some points noticed as a result of test-check in aud it are 
given in the succeeding paragraphs. 

2. 3 The annual estimates of expenditure were prepared and 
presented to the Finance Committee of the NCERT in abstract 
statements (separately for Plan and non-Plan) which indicated 
the figures of revised estimates for the current year and 

S/l AGCRn9-ll 
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budget estimates for n{xt year under 10 broad heads of expendi­
ture along with a brief introductory note explaining variations 
between the different estimates. Detailed explanatory notes 
listing the new and continuing schemes with justification were, 
thus, not available to the Finance and Executive Committees, 
nor were such details furn ished to Government which approved 
the budget proposals and released grants to the NCERT. 

2.4 A considerable portion of Plan expenditure was incurred 
by the NCERT mainly in the month of March; such expenditure 
in March during 1974-75 to 1978-79 varied from 31 to 63 per cent 
of the total expenditure. Further, the advances paid for carry­
ing out various Plan and non-Plan programmes were treated 
as final expenditure in accounts and advances amounting to 
Rs. 49 .43 lakhs, which had been booked as final expenditure 
in 1978-79, were stated by the NCERT to be outstanding 
(October 1979). The refunds of unutilised advances after 
the close of the year were treated as non-Plan miscellaneous 
receipts, such refunds having amounted to Rs. 68. 57 lak.hs 
during 1974-75 to 1978-79. 

2.5 Estimates of receipts during 1975-76 to 1978-79 were 
far below the actual realisations which were 85, 58, 45 and 4 
per cent respectively above the revised estimates in those years. 
The expenditure during 1975-76 to 1977-78 was in excess of 
the budgeted amounts and the NCERT utilised the surplus 
receipts to cover these excesses to the extent of Rs. 29 .41 lakhs 
in 1975-76, Rs. 29.13 lakhs in 1976-77 and Rs. 15.34 lakhs in 
1977-78. 

2.6 There were substantial variatio~ between actual 
expenditure on programmes and outlays provided in revised 
estimates for the units and departments of the NCERT. It 
was noticed in test-check in audit that no procedure had been 
prescribed for watching the progress of expenditure. While some 
departments (e.g. publications, workshop) repeatedly incurred ex­
penditure on programmes in excess of allocations, others (e.g. 
school education, educational psychology, teaching aids) were 
unable to utilise the funds provided. The savings and excesses were 
not reported to the Finance or Executive Committee, nor were 

~-
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the reasons for the savings placed on record nor the excesses 
regularised. · 

The NCERT stated (August J 979) that control , registers 
were being maintained only for expenditure on programmes 
and purchases. The excesses during 1974-75 to 1978-79 over 
the final provisions under the head 'Programmes', varying from 
10 to 84 per cent and 21 to 47 per cent for non-Plan and Plan 
.expenditure respectively and 'Other charges, varying from 4 
to 19 per cent for non-Plan expenditure would indicate that the 
control exercised over these items was not quite effective. 

2.7 Though the regulations of the NCERT stipulate that 
w ithout prior approval of Government, there should not be 
.any diversion of funds from Plan to non-Plan expenditure or 
vice-versa, the statements accompanying the util isation certi­
ficates submitted to Government disclosed unauthorised 
diversion of funds from non-Plan to Plan expenditure to the 
extent of Rs. 9.29 lakbs, Rs. 41.15 lakhs, Rs. 24. JO lakhs and 
R s. 16.56 lakhs in 1973-74, 1975-76, 1976-77 and 1977-78 
respectively. These diversions were not brought to the notice 
of the Finance Committee and Executive Committee, nor were 
these noticed by G overnment and necessary action taken. 

3. Review of the work and progress of the NCERT 

In accordance with the provisions of the NCERT's Memo­
randum of Association, the. functioning of the NCERT was 
last reviewed in 1968 by a committee appointed by G overnment . 
Some of the committee's recommendations were accepted by 
G overnment, whi te others were referred (August 1969) to the 
Executive Committee for examination and decision; the latter 
directed (November 1969) the Director to consider th~se items 
which were not implemented. The NCERT stated (July 1979) that 
the contents of the report as well as decisions of Government 
had been kept in view in deciding the policies and programmes 
-of the Council. Although the NCERT's expenditure bad 
increased and its activities had expanded since 1968, Government 
bad not undertaken any fresh appraisal of its working so far 
{October 1979). 
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4. Library 

Physical verifica tion of libra ry books conducted in 1970 
and 1973-74 revealed that ove r 14,000 boo ks were missing. An 
enquiry officer appointed to look into the matter concluded 
(October 1974) that the earlier verification did not give a firm 
figure of loss of books. Finding that fresh accessioning of all 
books acquired by variou departmental libraries up to 1967 
and classification of all books purchased thereafter, was a pre­
reqttisite for determining the actual loss of books, the Executive 
Committee decided (November J 974) that li brary staff should 
be deployed to complete, wi thin 10 months, classification of 
15,000 books and re-accessioning of 60,000 books. The work 
had not been completed and, consequently, the actual Joss of 
book had not been determined ~o far (December 1979). 

5. Regio11al colleges of educatio11 

5.1 Tbe NCERT drew up ( ovember 1976) a 5-year pro­
gramme for training 2000 elementary school teacher educators 
each year in th.e regional colleges in courses consisting of theo­
retical traini ng through correspondence lessons for 6 months 
followed by a contact programme for l 5 days at the colleges, 
which were to provide the trainee:- free boa rding and lodging. 
The correspondence lessons ( 100) were prepa red, printed and 
supplied to the colleges (cost: Rs. 0 .85 lakh); due to delay in 
the preparatior1 of the lessons (the first lesson was prepared 
by November 1976 a11d the last in March 1978), the courses 
scheduled to start by 1st January l 977 sta rted 7 months later. 
Against a planned annual enrolment of 2000 trainees in the 
fi rst course, the actual enrolment was 769 trainees of whom 
only 561 paid the prescribed enrolment fee (Rs. 25 each) and 
only 134 educators had completed the course so far (September 
1979). The second course had not been started as the State 
Governments did not depute trainees (October 1979). The 
NCERT stated (October 1979) that as most of the State 
Governments were not willing to bear the travel expenses of 
the trainees, the response to the course was poor. 

) 
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5.2 In September 1976, the NCERT drew up another 
programme for trai ning 12,000 secondary ~chool teachers 
a nnually (from January 1977), in content, methodology aod 
evaluation in subjects of the new 10-year school curriculam. 
The courses were to consist of correspondence lessons for 6 
months followed by a co ntact programme of 15 day at the 
regional colleges and were expected to cost Rs. 22 . 20 lakhs 
per year. Out of I J ,382 teachers, who had been enrolled for 
the first course, 3,374 (30 per cem) completed the course. Net 
expenditure on the course was Rs. 2.50 lakbs (including Rs. 0.90 
Jakh on sala ries of additional staff) at 3 regiona l colleges; 
the NCERT did not have the corresponding data for one 
college ( Bhubaneswar) (January 1980). In August 1978, 
the NCERT decided tha t the correspondence lessons should 
be modified to conform to a new syllabus and made available 
to the States for their in-service training programmes and that 
the colleges were to continue the course only for teachers of 
those States which desired to avail of the programme ; modi­
fication of the lessons had not been completed., nor had any 
further course been held. at 2 co lleges so far (November 1979). 

5.3 A committee appointed by the NCERT had 
reported (Janua ry 1974) that equipment costing Rs. 7.42 lakhs 
and books costing Rs. I . 10 lakhs we re lying surplus to requ i.re­
ments in the regional co lleges. These facts had not been 
brought to the notice of the Execut ive Committee, nor had act ion 
been taken so far (October 1979) to dispose of the surplus 
equipment and books. 

5.4 Having noticed that the enrolment to the one-year cour~e 
m agriculture was ve ry low, the review committee referred to 
in sub-paragraph 3 a bove expressed doubts about continuance 
of the courses (August 1968) and recommended tha t the course 
should be conducted at only one o f the colleges <1nd that too, 
only if there was adequate demand. The one-year courses 
a t Myso1e a.nd Bhubaneswar were thereupon wound up, but 
those at Ajmer a nd Bhopa l were continued . In view of the 
persistent discouraging enrolments at Bhopa l (where against 
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an intake capacity of 30 students, 20 16 and 18 students had 
been enrolled in 1969-70, 1970-7 1 and 1971-72 respectively), 
the Executive Committee dec ided (March 1973) that the course 
should be run only at Ajmer. Accordingly, admissions to 
the courses for the academic session 1973-74 were not made by 
the college at Bhopal; the college, however, restarted the course 
in 1974-75 withou t obtaining the approval of the E xecutive 
Committee . The number of students admitted since then 
had been only 19 (1974-75), 21 (1975-76), 16 (1976-77), 13 
(1977-78) and 5 (1978-79). Even at Ajmer, the admission to 
the cotu-se had fallen from 42 students in 1975-76 to 8 in 1976-77, 
14 io 1977-78 and 8 in 1978-79. A co mmittee, which reviewed 
t he courses at the colleges, reported in February 1976 that at 
.Bhopal " the course was runn.ing for a small number of students 
which makes it rather uneconomic". These comments would 
be equally applicable to the Regional College, Ajmer as well. 

5.5 In 4 southern States, fro m the academic session 1971-72 
with the int roduction of the 2-year pre-university course, a large 
number of higher secondary schools were converted into j unior 
colleges and the master's degree was prescribed as the minimum 
educational qual ification fo r teachers in these colleges. This 
re ulted in paucity of qualified teachers in these institutions. 
Foe training science teachers to man the junior colleges, a 2-year 
full time post-graduate co urse leading to M.Sc.Ed. deg1ee of 
Mysore university was started from the academic year 1974-75 
by the regional college at Mysore. Two posts of professors, 
3 posts of readers and 9 posts of lectu rers in addition to 5 posts 
of a ncillary staff were created for running tb.e course. D uring 
the 4 years 1974,75 to 1977-78, total expenditure of Rs. 18. 74 
lakhs had been incurred on the course. in which 70 students 
had qual ified. fn the academic years 1974-75, 1975-76, 1976-77 
and 1977-78 the number of students enrolled were 25, 36, 47 and 
44 respectively against an intake capacity of 60 per year. Even 
in relation to the requi rements of Karnataka a lone, where 25,00 
additional qua lified teachers wen.• esti mated to be required during 
1972- 77 to man its junior colleges, the contribution which the 
college could make at this ra te was negligible. 
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6. Department of Teaching Aids 

6.1 The review committee referred to in sub-pat agraph 3 above 
had observed (August 1968) that the Department of Teaching 
Aids (DT A) suffered from several weaknesses and recommended 
that its main function should be to provide 'ervices to other 
departments. Accordingly in 1974-75, the DT A was designated 
as one of the service/production departments of National 
Institute of Education. The DT A has a Departmental Advisory 
Board which meets every year to formulate and plan its activities. 

During the 5 yea1 s ending 31st March 1979, budget provision 
for DT A's programme (Plan and non-Plan) a mounted to 
Rs. 24. 71 lakhs against which actual expenditure incurred was 
Rs. 12. 84 lakhs (52 per cent ). The expenditure on Plan pro­
grammes was proportionately less; against the provision of 
Rs. 7 . 55 lakhs, only Rs. 2 . 97 lakhs (39 per cent) were spent. 
During the rnme period expenditure other than on programmes 
(mainly pay and a llowances and other charges) amounted to 
Rs. 50. 90 lakhs. 

6.2 The achievements 10 tra10mg, research and production 
activities, budgeted for completion during the 5 years ending 
31st March 1979 were as undec:-

Type of programme 

T raining courses 
Research studies 
Films 
Film strips, ~tides 
Graphic aids 
Picture books 
Dubbing of films 
Books/journals 

To tal 

Number 
of 
approved 
pro­
gram mcs 

35 
7 

25 
48 
23 

8 
4 
2 

152 

Number 
comple­
ted 

31 
2 
4 
7 
9 
2 
3 

59 

Number 
dropped 
or not 
taken up 

4 

Number 
in pro­
gress 

3 2 
17 4 
15 26 
14 
6 

60 33 
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Reasons for non-completion of programmes were generally 
not reported to the Departmental Advisory Board except in 
regard to films which were stated to be delayed because of 
shortage of staff and pre-occupation with other assignments. 

6. 3 Physical verification of technical stores done (May 
1978) after a lapse of 10 years showed that 157 items costing 
Rs. I . 82 la khs wefe unserviceable or obsolete, 34 items costing 
R s. 0 . 94 lakh were either surplus or not utilised at all, 24 items 
costing R s. 0. 63 Iakh were lying in defective condition and 82 
items costing Rs. 0. 37 lakh were not available. Government 
stated (January 1980) that a committee had been formed in 
September 1979 to analyse the physical verification report. 

6 . 4 The film library, which was intended to cater to educa­
tional insti tutions, had an establishment (recurring annual 
expenditure: Rs. 0 . 98 lakh) of 12 persons in 1978-79 and a mobile 
cinema van. The library with 3245 members had 8035 films 
and 2804 film strips, which, on an average, were screened less 
than once a year. Out of 96 titles (films) purchased for 
Rs. 1.45 lakhs during the years 1973-74 to 1977-78, more than 
three-fourths had not been screened at all (October 1979). The 
mobile van was utilised for an average of only 7 shows a year 
from 1974-75 to 1976-77 and remained idle from February 
J 977. Government stated (JamLary 1980) that on account 
of high consumption of petrol, it was too uneconomical to 
utili se the van. 

7. Ce11tre of Ed11catio11al Tech11ology 

7 . l In 1972-73, Government started the educational 
technology project for making integrated use of mass media 
and educational technology at all levels of education; as part 
of tbe project, the Centre for Educational Technology (CET) 
was set up under the NCERT in collaboration with an inter­
national organisation by an agreement which envisaged that 
CET would p1ovide training programmes for a wide variety of 
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personnel at Centre and State levels, produce materials to support 
educational uses of media and do research and experimental 
work. The NCERT constituted (September 1972) a managing 
committee under the chairmanship of its Director to manage 
the affai rs of CET. In its fi rst meeting (April 1973), the manag­
ing committee decided that the long term and short term goals, 
a ppropriate strategies and suitable programmes for CET should 
be laid down ; these had not, however, been prescribed so far 
(October 1979). 

7 . 2 To make a study of the roles of C ET a nd the Department 
of Teaching Ajds (OTA), which were carrying o ut similar func­
tions with consequent duplication of staff and equipment, the 
NCERT appointed (August 1975) a committee which suggested 
that OTA and CET should be merged. The N C ERT, there­
upon, decided (July 1977) that the merger should ta ke place 
a s early as possible, but postponed the actual merger till the 
construction of a building for CET. Pending their merger. 
C ET and DT A were to plan their work j ointly for proper utili ­
sation of resources. 

7. 3 In 1972-73, Government sancti oned Rs. 5 lakhs lo 
provide accommodation fo r installation and use of equipment 
to be supplied to the CET by the internatio nal organisat ion. 
Before obtain ing the approval of its Executive Co mmittee, t he 
NCERT proposed to G overnment in July 1974 the construction of 
a separate building within its campus fo r both CET and DTA 
for which Governmen t released Rs. JO lakhs in M arch 1976, 
though no deta iled eHimates had been prepared by then. The 
NCERT had asked a private architect to prepare in July 1974 a 
master plan and in February 1975, a blue print for the build ing. 
So far (October 1979) no agreement had been entered in to wit h 
the a rchitect, who had been paid R s. 0 . 54 lakh " on account' ' 
and whose bill for R s. 0 . 64 lakh was pending with the N C ERT 
since January 1977. The C PWD, with who m Rs. 10 lakhs 
were deposited in M arch 1976 for undertaking the construction 
work, was unwilling (October 1977) to share responsibility for 
the work with a private a rchitect. The work of construction 
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had not commenced so far (October 1979) and, in the mean­
time, the CET had been accommodated in 2 rented private 
baildings since March I 976 on a monthly rent of R s. 0.08 lakh 

(aggregat ing to Rs. 2.81 lakhs till March 197~). The private 
accommodation could provide only half of the assessed requi re­
ment of space (September 1978) to the CET and an expenditure 
of Rs. 2. 17 lakhs had been incurred to set up a temporary sound 
studi o in the private premises. 

7. 4 According to the programme, the CET needed 27 
technical posts of fi lm editors, cameramen, etc. from the first 
year of operation; no technical staff was appointed till the fifth: 
year, i.e. 1977-78 and on ly 6 out of the 49 technical posts sanc­
tioned in J une 1978 had been filled in so far (September 1979). 
Out of eq uipment worth Rs. 12.59 lakhs received in 1975 and 
1976 by the CET from a n international organisation, equipment 
worth Rs. 1 . 93 lakhs was commissioned after a delay of 2 to 3 
years while equipment worth Rs. 5 lakhs was commissioned 
after a delay of more than 3 years. The delays in utilisation 
of equipment were due to inadequate space, shortage of technical 
taff and inadequate electric power supply. Government 
tatcd (Jannary 1980) that the delay in filli ng up the sanctioned 

posts had been due to the lengthy processes involved in finalising 
recruitment rules and selection procedures. 

8. Third All India Educational S11rvey 

In Jun e 1969, Government decided that the third educational 
::.urvey or the country (as on 31st March 1972) should be taken 
up by the NCERT to ensure that the results were available in 
I 972-73 for the preparation of the Fifth Five Year Plan ; a 
provision or Rs. 10 Jakhs was made for the purpose iu 
the NCERT's budget for 1972-73, but the NCERT did not 
take up the work during that year. In April 1973, Govern­
ment decided that the survey should be carried out with the 
co-operation of the State Governments as a central scheme. 
ln June 1973, the NCERT was made responsible for survey of 
chool education and it was decided that basic statistics required 
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for the 5th Plan should be collected by 31st March 1974 and 
the entire survey completed by 28th February 1975. 

Against an allocation (Jan uary 1974) of R~. 50 lakhs for the 
job, the NCERT had (September 1979) incurred an expenditure 
of R~. 69. 96 Jakhs (including Rs. 53 Jakhs paid to survey officers 
of State Governm<!nts) and in addition an expenditure of 
R s.30.69 lakhs had been incurred by the Registrar General of 
India (up to December J 977) on the computer processing of 
data. 

Though the Ministry had desired (June 1973) that separate 
reports should te p ub lished on each important theme of the· 
survey, it was only in March 1976 that it was decided that on 
the subject of school education 11 stati~ tical reports, 7 the­
mat ic studies and 6 in-depth studies would be prepared. By 
October 1979, only 3 reports had been published while 8 otber 
reports were stated to be in var ious stages of printing. 

In July 1977, Govern ment recognised that the da ta on school 
education collected in the third survey (at a cost of Rs. J .01 
crores) had become too old for effective use in planning and that 
for formu lation of the Sixth Five Year Plan, it was necessary 
to undertake the four th educational survey. The States were, 
therefore, asked (November 1977) to set u p su rvey units with 
central assistance and the conduct of the survey had been en­
trusted to the NCERT, to which an amount of Rs . 59 .4 lakhs 
had been released for the purpose so far (September 1979). 
The primary objective for which expenditure (Rs. I .O J cror~s) 
was incur red on the third survey had, thus, not been achieved. 
Government stated (Janua ry 1980) that the data collected in 
the third survey had been used by various agencies including the 
Seventh Finance Commission and tha t it would be used in 
future also by various agencies. 

9. Supply of science kits 

In 1976, the UNICEF placed an order for the supply of 
901 8 primary science kits during 1976-77 with the NCERT 
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at the quoted rate of Rs. 2JO (including forwarding charges) 
per kit. The NCERT also accepted ( 1976-77) orders from 5 
State Governments for supplying 1623 science kits at the same 
rate. A scrutiny in audit of the records of the NCERT, however, 
revealed that the price of Rs. 210 per kit for supply to the 
UNICEF had been erroneously worked out; the total price per 
kit worked out to Rs. 223. 39. The incorrect price fixation 
resulted in a loss of Rs. 1 .42 lakhs 011 the supply of 9018 kits 
to UNlCEF and 1623 kits to the States. 

10. Summing up 

The following arc the main points that emerge: 

- The budget had been got approved without. furnishing 
data on new and continuing schemes with justification 
therefor and the several variations between budget 
and actuals had not been analysed, nor had action been 
taken to regularise excesses. 

- The functioning of the NCERT had not been got reviewed 
by Government for over 10 years, the last review having 
been done in 1968. 

- The actual loss of books from the library had not been 
determined though loss of over 14 ,000 books came to 
notice in 1970. 

- The regional cofleges of education undertook 2 training 
programme~ for a period of 5 year from 1976-77 to train 
14.000 persons annually. So far only 134 in one 
programme and 3,374 in another had been trained. 

-- The regional colleges of education had accumulated excess 
equipment and excess books worth Rs. 8 . 52 lakbs. 
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- Despite the di rective of the Exer,utivc Commit tee for its 
closure, the one-year courses in agriculture were conducted 
annually in a regional college of education, where it 
attracted only 21 , 16, 13 and 5 students during 1975-76 
to 1978-79. The courses had also att racted only 42, 8, 
14 and 8 students during 1975-76 to 1978-79 at the college 
of education authorised to conduct the courses. 

-- The decision taken in July 1977 for the merger of CET 
and OTA had not so far (Nove mber 1979) been 
implemented for want of proper accommodation and 
despite payment of advance of Rs. 10 lakhs to the CPWD 
in 1975-76, the construction of accommodation had 
not commenced so far (Novernbe1 1979). Due to paucity 
of accommodation, there was delay up to 3 years in com­
missioning equipment costing Rs. 6. 93 lakhs by the 
CET. 

- Against 152 programmes approved fo r execution by the 
DTA during the 5 years ended 31st March 1979, only 
59 were completed, 60 were not taken up and 33 were 
in progress. The fi lm library together wi th the mobi le 
cinema van had been sparingly used. 

- The third all-India educational survey was not taken up 
and completed in time with the result that the data com­
piled at a cost of Rs. 1.01 crores were not available fe r 
the preparation of the Fifth Plan and a fresh survey had 
to be undertaken for preparation of the Sixth Plan. 

- Due to incorrect price fixation, the NCERT incurred 
a loss of Rs. 1.42 lakbs in supply of science kits. 
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MINISTRY OF EDUCATION 
AND 

SOCIAL WELFARE 

(Department of Social Welfare) 
and 

Delhi Administration 

33. Grants paid by the Department of Social Welfare, 
Delhi Administration 

J . The Department of Social Welfare, Delhi Administration 
disburses grants to voluntary organisations engaged in the field 
of women's welfa re, child welfare, welfare of physically and men­
tally handicapped persons and other social welfare work in the 
Union Territory of Delhi in accordance with the provisions of 
the " Delhi Grants to Social Welfare Institutions/Organisation11 
Rules 1975". A summary of the grants disbursed by the depart­
ment under major schemes of financial assistance, from 1971-72 
to 1978-79 is given below:-

S. Scheme 
No. 

1. Women's welfare 

2. Family and child 
welfare 

3. Welfare of handi-

1971- 1975- 1976- 1977- 1978- Total 
n 10 ~ 77 n ~ 
1974-
75 

( In lakhs of rupees) 

8 .08 2.78 3. 15 2. 62 3.28 19.91 

5.79 1.52 1.65 1.94 1.06 11.96 

capped 15.19 1.62 1. 78 2.24 2 .36 23.19 

4. Mid-day meal 

5. Integrated chi ld 
development ser­
vice scheme 

6. Welfare of desti-

11.50 23 .60 15.00 50. 10 

1.19 1.20 2.39 

tute children 1.66 1.53 0.45 2.18 1. 25 7 .07 

I. Others 

Total 

5.39 1.69 2.08 1.95 2 .01 13. 12 

36 . 11 20.64 10.30 35.73 24 .96 127 .74 

... 
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Some of the points noticed in the course of scru tiny in audit 
under the p rovisions of section 15 of the Comptroller and Auditor 
General's (Duties, Powers and Cond itions of Service) Act, 1971, 
of the procedure followed by the Department of Social Welfare , 
Delhi Administration in this regard a nd scrutiny of the books 
and accounts of some of the bodies which were given grant for 
specific purposes are detailed in the succeeding paragraphs. 

2. Register of grants 

The register of grants had not been generally maintained in 
accordance with the financial rules and particulars re lating to 
receipt of audited statements of accounts and submission of 
utilisation certificates had not been noted. Altho ugh the Delhi 
Ad ministration had stated in February J 979 that steps 
were being taken to complete the register in all respects and the 
rules would be observed in future, a test-check in audi t of the 
records for 1977-78 conducted in J uly 1979 disclosed that: 

the dates of receipts of accounts had been recorded only 
in 6 out of 18 cases and even in those cases, reasons for 
delay had not been recorded ; 

columns showing particulars of grant had not been attest­
ed by a section officer in 17 out of 18 cases; and 

the register had not been reviewed by an officer of tbe 
rank of Deputy Secretary as required under the financia l 
rules. 

3. Rush of payments of grants in M arch 

As per the rules framed by the Del hi Administration, grants 
a re required to be released in 3 instalments, first one in April, 
second in M ay and third on receipt of a ll documents required 
for the purpose. A review of the grants released d uring the past 
8 years, however, revealed that the fi rst instalment of grants was 
paid in a number of cases between May and July each year, the 
second instalment after the month of September and the last ins­
talment, almost in every case in March. Out of Rs. 127. 74 
lakhs paid as grants from 1971-72 to 1978-79, Rs. 85. 27 lakhs 
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were paid during March and out of this, Rs. 46.01 lakhs were 
drawn and disbursed on the last day of March. The release of 
grants to a substantia 1 extent in the last month of the financial 
year had apparently been done to avoid lapse of budget grant 
as such releases towards the fag end of the year could hardly leave 
any time for the grantee institutions to utilise rhe grant wi thin 
that year. 

Although in reply to an audit enquiry, the Delhi Administra­
tion stated (February 1979) that proper steps would be taken to 
ensure the release of grant in instalments as laid down under the 
rules, it was noticed in audit in July 1979 that the first and second 
instalments of grants due in April and May 1979 had not been 
released to any institution in those months and only Rs. 0 . 53 
lakh were released to one institution as the first instalment of 
grant during June 1979. 

The Delhi Administration stated (January 1980) that the 
voluntary organisations did not submit their applications support­
ed by statement of accounts in time and that in one case only, 
where the documents were complete, the grant could be released. 

4. Grants paid in excess 

Though the rules regulating the payment of grants stipulate 
the manner of determination of the amount of grant payable, 
these were not followed properly resulting in over-payment of 
grants a s indicated below: 

(a) Grants (Rs. 0.43 lakh) were paid to 2 institutions in 
1975-76, 1976-77 and 1977-78 on the basis of deficits 
exhibited by them in their annual accounts. In March 
1978 and February 1979, the auditor of the institution, 
viz. Examiner, Local Fund Accounts pointed out that 
unapproved items of expenditure amounting to Rs. 0.86 
lakh had been included in the accounts. If these un­
approved items had been excluded, the; entire grants of 
Rs. 0.43 lakh paid would have become inadmissible. 
A proposal of the Department of Social Welfare to re­
gularise the expenditure was rejected by the Finance 
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Department (June 1979). Actio n to recover the over­
paid amount (Rs. 0.43 lakh) had not, however, been taken 
by the sanctioning authority so far (November 1979). 

(b) A voluntary o rganisation working in the field of women 
and child welfa re had been paid Rs. 6.43 lakhs as giants 
to meet esta blishment cost on the basis of half of the bud­
geted amount on an ad hoc basis from 1966-67 to I 978-79. 
The pattern of assistance had not, however, been finalis­
ed (November 1979) by Government. 

(c) Recurring grants totalling R s. 5.95 lakhs were paid to a 
voluntary o rganisation d uring 1966-67 to 1976-77 fo r 
running a ho me (residential activity) and other non-resi­
dentia l activities. The organisation was a lso engaged 
in 2 remunerative activities, viz. running of a cafetaria 
and a boat club. The question whether the income from 
these activities should be taken into account wh ile regu­
lating grants to the organisation was referred by 
the Delhi Administration to G overnment in August 
1969 and again in Janua ry 1973 and November 1974. 
Government conveyed (March 1975) the decision that 
the income from the aforesa id activi ties should be taken 
into consideration wh ile computing the deficit of the 
organisation. In the meantime, however, the sanction­
ing authority continued to pay grants without taking into 
account this income resultin g in payment of excess grants 
to the organisation up to 1975-76 to the extent of 
Rs. 1.09 lakhs. G overnment stated (Janua ry 1980) tha t 
decision to recover the amount fi om the o rganisation 
had been taken ; recovery was, however, awaited (Janua ry 
1980). 

5. Watch over utilisation of grl1 11 fs 

(a) The sancti oning authority is required to furnish ordina rily 
within 18 months of the date of sanction of the grant, a certi ficate 
tha t it has satisfied itself about the uti lisation of the grant and 
ful fi lment of the conditions of the grant. In 91 cases involving 

S/ 1 AGCR/79- 12 
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grants totalling Rs. 64.99 la khs disbursed 
1977-78 the util isation certificates are awaited 
indicated bel ow :-

Year 

1969-70 to 1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

No. of 
institu­
tions 

8 

4 

5 

9 

17 

43 

from 1969-70 to 
(August 1979) as 

No. o f Amount 
utilisa- ( f n 
ti on lak hs 
certifi- o f 
cate~ rupees) 
awaited 

26 13 .80 

5 2. 80 

5 13 . 13 

17 3.48 

38 31. 78 

- ---
91 64 .99 

An analysis of 36 cases involving Rs. 29.73 lakhs outstanding 
till 1975-76 showed that the utilisa tion certificates were pend­
ing (September 1979) for the fo llowing reasons:-

No. Year Amount Reasons 
o f (Rs. in 
cases lakhs) 

2 3 4 

_J 

j 
2 1969-71 0.05 Relevant files relating to release of grants to 2 -{ 

institutions were no t tracea ble. 

IO 1971-76 14. 36 

18 1971-76 7. 81 

3 1973-75 0.79 

2 1974-75 6.00 

1975-76 0.72 

Recovery/regula risation of the excess grant 
a mounting to Rs. 0. 78 lak h paid to 2 insti­
tu tions was pending. 

R egularisation of the utilisation of grant fo r the 
purpose other than the one for which it was 
sanctioned was under exa mination . 

Repo rt of the Examiner, Loca l Fund Accounts 
received in March 1976 was under exami­
nation. 

Audited accounts were awaited . 

Detailed accoun ts and completion certificate 
of the building for which non-recurring 
grant of Rs. 0.41 lakh was paid to a n insti­
tution were awaited. 

-
/ 
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(b) The department (Directorate of Social Welfare) created 
an inspection unit in 1970-71 which, inter alia, was to conduct 
detailed inspection of grantee institutions. As the inspection 
work was not being done as required, the department decided 
(November 1976) to depute certain officers engaged on other 
duties to inspect the grantee institutions periodically and to 
submit quarterly reports within. tne first week of the close of each 
quarter. Excepting certain ad hoc inspections, periodical ins­
pection of the grantee institutions had not been conducted by the 
officers designated for the purpose. There were no records to 
indicate that the sanctioning authority had taken steps to satisfy 
itself about the periodical inspections of the grantee institutions 
to ensure that the conditions of the grant were fulfilled. 

The Delhi Administration stated (January 1980) that 
periodical inspections had not been carried out regularly 
due to shortage of staff and that a proposal for sanctioning of 
additional staff was under examination with the Finance Depart­
ment. 

(c) According to the rules, the sanctioning authority was 
required to review the quantum of grants paid to the grantee 
institutions every third year with a view to make the institutions 
gradually self-sufficient in their finances and thereby to reduce 
the grants progressively. It was noticed in audit that no review 
of the quantum of grants paid to voluntary organisations had 
been undertaken so far (September 1979). Further, though 
the following schemes of financia l assistance had been in opera­
tion for 18 to 22 years, there had been no appraisal or evaluation 
of these schemes with reference to the achievement of their 
objectives. 

(i) Women weUare (from 1955-56) 
(ii) Child welfare (from 1959) 
(iii) Welfare of handicapped (from 1959-60) 

Grants 
paid 
during 
1971-72 to 
1978-79 
(Rs. in 
lakhs) 

19.91 
11.96 
23 . 19 
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In respect of 4 voluntary organisations, the Finance Depart ­
ment of Delhi Administration had proposed in June and July 
1973 that an evaluation of their activities be undertaken. Such 
evaluation had not, however, been undertaken by the 
department in respect of 2 organisations (September 1979). 
The Delhi Administration stated (January 1980) that the 
department was not having sufficient staff to undertake the 
evaluation work pertaining to volunta ry ogranisations. 

6. Grams for mainte11ance of homes for leprosy patients.­
A voluntary organisation was paid grants (Rs. 8.05 lakhs 
during 1971-72 to J 978-79) for running a home for persons 
sufferi ng from leprosy. In the same locality, there were 2 other 
homes for the same purpose- one run by the Delhi Administra­
tion itself and another by the Municipa l Corporation of Delhi 
(MCD). As there was duplicati on of efforts and under-utilisation 
of resources in the home run by the voluntary organisation, 
committees were appointed in March l973 and August 1978 
to examine the possibility of unifying the 3 homes being run in 
the same locality. Though these committees recommended 
that all the 3 institu tions should be brought under unified 
management and control to effect economy of Rs. 1 . 05 lakhs 
per annum by way of pay and allowances as estima ted in March 
1975, the 3 homes continued to function independently 
(September 1979). 

Inspections of the institution conducted by the department 
(November 1974 and November 1976) discl osed that the per­
fo rmance of the institution was unsatisfactory in that out of 

260, only 8 inmates were gainfully employed and tha t there was 
no rehabilita tion progra mme for the inma tes. A further eva­
luation of the activities of the institution conducted by the 
department in March 1979 al so disclosed that there was ha rdly 
any activity for the rehabilitation of the residents of the locality 
which was to be the main aim of the institution. 

The Delhi Administration stated (January 1980) that the 
details of unification had been chalked out and sent to the 
Finance Department for concurrence. 

I 

-
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7. Grants paid 10 a custodifl/ institution .- G rants 
tota lling Rs. 18 . 18 lakhs were pa id during 1971-72 to 
1978-79 for meet ing the entire expend iture of a n insti tution 
which p rovided correctional services to wo men held under the 
Suppression of Immoral T raffic Act, 1956 o r otherwise convicted 
by court. The take-over of the inst itut ion by the Delhi Admi­
nistra tion had been under consideration since 1968 a nd 
Government agreed in July 1975 to the taking over of the 
institution by Delhi Ad m ini strat ion. The Delhi~Admini stration 

reported (Ja nuary 1980) tha t the inst itu tion had since been 
taken over from I st December J 979. It was seen in a udit 
tha t :-

- the performance of the act1 v1ttes of the institution had 
not so far been reviewed ; a nd 

- no action had been taken to recti fy certain serious financial 
irregularities pointed out by the Exa miner, Local F und 
Accounts in the accounts of the institution in the past 
years. 

8. Grants under mid-day meals progrn1111n1; .- To meet the 
nutritional deficiency of undernourished school going child ren 
in the age group 6-11 years, grants totall ing Rs. 50 . 10 lakhs 
were paid to the New De lhi M unicipal Committee (N DMC) 
(Rs. 23 . 58 lakh s) and the M C D ( Rs. 26 . 52 lakhs) du ri ng 
1975-76 to 1978-79 under a Fifth Pl an scheme. 

An examination o f tbe accounts of the g rants paid to the 
M C D by t he Examine r, L oca l Fund Accounts (May 1979) dis­
closed exce s payment of gran ts aggregating Rs. 2. 02 lakhs, 
non-maintenance of p rescribed accounts and undisposed stock 
of goods of the value of R s. 0. 59 la kh. T he Delhi Adminis­
tra tion stated (Ja nuary 1980) that the comments from the 
Municipal Corporation of D elhi had been received and that 
the report of thr Exa miner, Local F und Accounts was 
under examination. 
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Fresh grants of Rs. 12. 52 lakhs were pa id to the MCD in 
March 1978 though uti lisa tion certificate for the earlier grant 
of R s. 6 lakhs paid in March 1976 was awaited (November 
1979). Audited statements of accounts in respect of the grants 
amounting to Rs. ll.50 lakhs paid during the year 1975-76 
were neither furni shed by the grantee nor were they called for by 
the sanctioning authority (September 1979). 

In respect of grant paid to the NDM C, the Examiner had 
pointed out (March 1977) inadmissible expenditure amounting 
to Rs. 0. 94 lakh debited to the grantee's account. No action 
to recover the amount had been taken by the sanctioning autho­
rity so far (July J 979). 

An evaluation of the programme implemented by the MCD 
conducted ( 1978) by Delhi Administration inJicated that : 

"the programme w1'.S a Hop"; 

the programme had not made any significant contribution 
in reducing the nut ritional deficiency of the i;;chool going 
childre n ; a nd 

the programme was implemented in an unplanned manne1. 

9. Grants fer welfare of destitult! childre11 .-Under a 
scheme of welfare of destitu te chil dren in need of care 
and protection, introduced during the Fifth Plan , existing 
child welfare institutions were to be entrusted witr a number of 
units consisting of 25 c hildren each, each institution according 
to its capacity and pattern of assistance; 10 per cent of the ex­
penditure was to be borne by the inst itution and 90 per cent 
by G overnment. 

Grants totalling Rs. 7 . 07 lakhs were pa id to 8 voluntary 
institutions during 1974-75 to 1978-79 for maintaining 360 
child ren of the age of 5 yea rs and above . Information regarding 
the activities of the 8 institu tio ns, which were paid grants in 
the field of child welfare, was, however, not avai lable with the 
department. Of the 8 institutions, 4 started homes in I 976, 

J... . 

J 
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3 in 1978 and one wbich co uJd no t start the home refunded the 
grant (R s. 0 .2l lakh) in M a rch l979. F urther, out of the 7 
in titutions, which sta rted the homes. c nly 4 institutions had 
applied for licences for establishing the homes and licences were 
issued to 3 of them so fa r (January i 980). The case of the 
remaining institution was under examination. 

The fo llowing o ther po ints were also noticed in audit in respect 
o f these grants : 

(i) N on-recurring gran ts to talli ng Rs. 2 . 85 lak hs were paid 
to 3 institutions during 1974-75 to 1977-78 for construc­
tion of 7 cottages . Though one of the insti tutions was 
paid a grant o f R s. 0 .41 la kh in Ma rch 1975, p lans and 
estimates of the building were got a pproved by Central 
Publ ic Works Depar tme nt (CPWD) only in May 1977 
and the construction commenced onl y in December 
1978. Jn the ca se of the other 2 institutions (grants paid : 
R s . 2 .44 laL..hs), the department had no info rmation on 
the action ta ken fo r construction of the cottage~. 

The Delhi Administration stated (J anua ry 1980) that tbe 
first inst itLi tion had almost completed construction of a 
build ing but accounts were awaited, in the ~econd case, 
the matter regarding u ti lisation of grant was under 
consideration o f Gove1 nment and the third inst itu t ion 
had purchased a built house and its accounts were 
a waited. 

(ii) Al though the E xaminer , Local Fund Accounts had 
pointed out in Much 1978 that the maintenance of the 
admission and withdrawal register in a home was " no t 
based on facts" a nd that the entries of admission and 
withdrawal of ce rtain inmates created "doubts", the 
department without getting the fac ts exam ined , released 
further grant o f Rs. 0.27 lakh in Ma rch 1979; •he de­
partment informed Audit lFebruary J 979) that the matter 
was being loo ked into . [n September 1979, howcve1, 
the Administ ration stated that " the investigat ion could 

' 
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not be made as the records were destroyed in the flood 
waters". 

(ii i) D uring 1976-77, 1977-78 a nd 1978-79 19, 33 and 39 
children respectively were admitted to the homes even 
tho ugh tbey did not satisfy the prescribed criteria fo r 
admission. An a mo unt of Rs. 0 .65 lakh paid as main­
tenance grant fo r these children till March 1979 was, 
the refore, inadmissible. 

(iv) Co nsumable a rticles valuing Rs. J .03 la khs purcha ed by 
3 institutions during 1974-75 to 1977-78 were not taken 
on stock and the periodical verification, requi red to be 
co nducted once in a year, was not conducted in any 
in titution since inception. 

I 0. Integrated child development service scheme and Jun ct io­
n al literacy programme .-With a view to improving the 
nutr itional an d health status o f children in the age 
group up to 6 years and enha ncing the capability of the 
nursing a nd expectant mothe rs, Government launched an 
integrated child development service scheme and functicnal 
literacy programme dur ing the Fifth Plan . Jn the Union 
Territo ry o f Delhi , one thickly populated a rea (Jama Masjid) 
was selected for an experime ntal p roject comprising JOO 
centres. A lthough the scheme prescri bed t hat the running of 
the centres would be entrusted to voluntary organisatiom, local 
bodies, etc . the Delhi Ad ministra tion started running 69 centres 
a nd entrusted the remaining 31 centres to 2 voluntary organisa­
t ions which were paid Rs. 2 . 33 la khs (30 centres) and R ". 0. 06 
lakh (one cent re) du ring 1976-78, includ ing Rs. 0.63 lakh 
(Rs. 0.62 lakh to one orga11isat ion and R s. 0 .0 1 lakh to the 
other) fo r meeti ng the expenditure on functional lit eracy pro­
gramme. The organ isations mainta ining 31 centres did not apply 
for grants for 1978-79 and pending receipt of such applications, 
the department decided (September 1978) to meet the expenditure 
on running of these centres from April 1978 to September 1978 
<}irect fro m Govern ment fu nds. Although no decision was 

. , -
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taken to regulate the expenditure o n the centres from October 
I 978 onwards, the expenditure had been met by the department 
directly without specific approval of Government of India . 

Thr progress reports o f activit ies required to be sub­
mitted by the grantee instituti ons a t the end o f each fir.r..ncial 
year were neithe r submitted by them for the years I 9715- 78 
no r were they called for by the sanctioning authori ty ; utilisation 
certificates fo r grants a mounting to Rs. 2. 39 lakhs paid d uring 
1976- 78 were awaited (July 1979) by the sa nctioning au thority . 

An evaluation of the scheme conducted by the Nat ional 
Inst itute of Health a nd Fa mily Welfare (March 1979) disclosed 
tha t there was a big gap between the targets laid down and the 
services actually given. The evaluat ion repo rt was stated LO be 
under examination of the dep artment (Septem ber 1979). Go­
vernment stated (Janua ry 1980) that the Delhi Adm inist ration 
had taken over a ll the JOO Angamvadies as the voluntary crga­
nisat ions we re unable to run these centres and that the sanction 
regularising t he expenditure had been issued. 

J I. Summing 11p.-The fo llowing a rc the main poinrs tha t 
e merge :-

The register o f grants which is intended to keep watch 
over payment and utilisat ion of grants had no t been' 
pro perly maintained . 

G rants, though required to be released in 3 insrnl ments, 
were no t rn pa id a nd out of Rs. 127 . 74 la khs paic during 
197 1-72 to 1978-79, Rs. 85.27 lak hs were paid in March 
each year, of which Rs. 46 .0 1 Ja khs were d isbursed on 
the last day o f the fi nancial yea r. 

The grants admissible had not been determined correctly 
as per rules, resul ting in overpayment of Rs. 1 . 51 lakhs 
in 2 cases; in a nother case ad hoc grant a mo unti ng in a 11 
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to Rs. 6.43 lakhs had been paid since 1966-67, "'ithout 
deciding the pattern of assistance. 

Ulilisation certificales we re yet to -be issued in 91 cases 
amounting tc Rs. 64. 99 lakhs, of which 36 cases (Rs. 
29.73 lakhs) related to period from 1969-70 to 1975-76. 

Despite provisions in financial rules of Government a nd 
instructions of Mini try of Finance, no adequ ate a rrange­
ment for inspection of gran tee insti tutions had been 
made; no review of the scheme of assistance had also 
been conducted. 

fn one locality o f D elhi , 3 homes fo r persons affected by 
leprosy were being run and despite a decision taken in 
March 1975 to mtify them :i.nd to effect economy in ex­
penditure of Rs. l. 05 lakhs per annum, the decision had 
not b,;cn implemented. 

Grants under mid-day meals programmes had been 
overpaid to the extent of Rs. 2 . 96 la khs and the pro­
gramme of assistance (Rs. 50 .10 lakbs) had fa iled to 
achieve its objective. 

Grants for welfare cf destitute children had been paid tc 
the extent of Rs. 6 . 86 Jakhs to 7 institut ions during 
1974-75 to 1978-79, 10 main tai n 360 children of the age 
of 5 ye:.i rs a nd above, though o nly 3 possessed licence for 
running the home. Action had not been taken to investi­
gate vario us o ther irregula rities in their working and to 
adjust the gnrnts acco rd ing to rules. 

... 

---
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MIN IST RY OF IN D USTRY 

(Department of Industrial Development) 
34. Khadi and ViUage Industries Com mission 

1. Inf/ oduct ory : · 

1. 1 T he Khadi and Village Ind ustries Commi ssion (hereafter 
Commi sioo) is a body corporate established u nder the K hadi 
and Village Ind ustries Acl, J 956. IL replaced the A ll India K h adi 
a nd Village Industries Board which was earlier set up by Govern­
ment by a reso lution in J 953. T he Commission implements its 
programmes of developmen t of k hadi a nd village industries 
through departmental activit ies d irectly and by assist ing Slate 
K hadi and Vill age Industries Boards a nd di rectly-aided insti­
lutions1co-opera tive societies. 

J .2 There a re 24 State Boards (20 Sta tutory and 4 Advisory) 
o ne in each State o r Union Terri tory. The actual implementa­
tion cf the development work in respect of khadi and village 
industrie!: was mainly carried out by registered imti tutions. 
co-operative societies and individuals in vario us States; the 
institutior1s, which arc mostly rngaged in production of khadi, 
a re g::-nera ll y d irectly financed by the Commission a nd the co­
operative societies, which a re mostly engaged in village industries, 
are financed by the Sta te Boards out of funds received by them 
from the C ommission. T he accounts of the State Boards a re not 
subject to d ;re.ct scrutiny by the Commi~si o n . The State Board s 
are accountable to t he State Governments and State Legisla­
t ures. 

l . 3 In paragraph 4 . 64 of 49th Rep o rt, the Public Accou nts 
Committee (P. A. C.) (Thi rd Lok Sa bha : 1965-66) recommen­
ded that besides exercising fina ncial control, the Commission 
should a lso have an efficient machinery a t its dispornl to watch 
the progress made by the St ate Boards in thei r spheres. The 
Commission had informed tbe P. A. C. (Fourth Lok Sa bha : 
1967-68 : 8th Report ) that system of inspection of the State 
Boards by its o fficers had been int roctuced. 

1.4 The Administrative Staff College of India, Hyderabad, in 
its report on " Village Ind ustry Profi le and Orga n isation Slu<ly", 
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submitted (1974-75) to the Commission and Governmen t, co­
mmented, inter a/ia, on inadequate data base for fo rmulation 
of development programmes and faulty loan apprai sal methods 
in the set-up of the State Boards. In its 252nd meeting held in 
Janua ry l 978, the Commission observed that very little was 
known about the function ing of' the Yariou~ State Boards not 
only with rega1d to tbe pace of expenditure fro m out of the funds 
released to them by the Commission, but also with regard to 
actual implementation of the programmes and that this called 
for strengthening of the Com mission 's machinery for periodic?! 
inspection of the State Boards. In D ecember 1979. the 
Commission stated that inspection part.ies were deputed from 
time to t ime to tbe State Boards for conducting study of the pro­
cedures for processing appl ications fo r financia l assistance, 
releasing funds, working of some of the aided institutions and 
general functioning of the Boards and added that a system of 
quarterly reporting by the State Boards had also been introdu­
ced. · It was seen (January 1980) in audit that only 5 out of 24 
boards had so far (December 1979) been inspected in detai l. 

2. Finance and Accounts : 

2.1 From 1957-58 to 1978-79, Govern ment gave fin ancial 
a ssistance to the Commission in the form of loans (Rs. 369 . 22 
crores) and gra nts (Rs. 323. 23 crores) out of which loans 
(Rf . 297.92 crores) a no gra nts (Rs. 192.95 crores) wen· paid to 
the State Boards a nd in stitution ~. As on 31st March 1979, 
G overnment loans outstanding against the Commi ssion a mount­
ed lo Rs. 183 . 14 crores. 

The accounts of the Commission are audi ted a nd certified 
by the Comptrol ler a nd Auditor General of Ind ia under section 
23 of the Khadi and Vi llage Industries Act. 1956 read wi th 
section 19 (2) of the Comptroller a nd Auditor Gene. a l's (Duties, 
Powers a nd Cono itions of Service) Act, 197 1, and the certified 
accounts together with the Audi t Report thereon are forwarded 
annua ll y to Government for being laid before the Parliament. 

" 

> ... 

f 
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# 
A summary of the receipts and payments of the Commission 

a (excluding those pertaining to loans raised from banks) d uri ng 
1957-58 to 1978-79 is given below:-

1957- 1974- 1975- 1976- 1977- 1978-
58 to 75 76 77 78 79 
1973-
74 

(In crorcs of rupees) 

Receipts: 

Opening balance 0.57 6.69 5.05 4.37 3.99 5.26 
Loans from Govern-

t.· mcnt 171. 62 47.94 34.22 29 .95 36 .94 48.55 

Grants and interest 
subsidy from Govern-
ment 21 1.90 15.09 16.53 20.37 26 14 33.20 

_,_ Repayment of loans 
a nd refund of unuti-
lised grants by State 
Boards and institu-
tions 135 . 12 2 .40 5 .13 4.16 5.21 4 .10 

Miscellaneous re-
ccipts 6.05 2.36 1.24 0.74 1.12 1.34 

Total 525.26 74 .48 62 .17 59 .59 73.40 92.45 

~ 

~ Payme111s: 

Repayment of loans 
'!' to Government 82.54 42 .73 19 .22 17.35 13 .16 8.45 

Loans 10 State Boards 
and institutions 193.32 8.04 18.36 15.05 24.69 38.46 

Grants 10 State Boards 
and institutions 137.38 7.59 9.40 9.53 13. 03 16.02 

J nterest on Govern-
ment loan 48.26 5.31 5.99 7.44 9 . 88 11 .65 

Administrative ex-
pens es 30.78 4 .33 4 .62 4.56 4.70 4.91 

• Miscellaneous pay-
men ts 26. 29 1.43 0 .21 1.67 2.68 3. 94 - C losing balance 6.69 5.05 4.37 3.99 5.26 9.02 

'- Total 525.26 74 .48 62.17 59.59 73.40 92.45 
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2. 2 The break-up of the assistance (Rs. 490 . 87 crores) paid 
by the Commission during 1957-58 to 1978-79 to the State 
Boards and institutions for development of khadi and village 
industries programme is given below : 

Kha di Village 
ind us-

Total 

tries 

( In crores of rupees) 

Loans 188.96 108.96 297.92 

Grants 152.71 40 .24 192 . 95 
- - - -

341 .67 149.20 490 .87 
---

Out of Rs. 436. 39 crores of loans and grants disbu~ed up to 
1977-78 to the State Boards and institutions, ut.i) isation certifi­
cates for Rs. 50. 68 ct0res were awaited (September 1979) (refer 
to sub-paragraph 2. 7 and annexure I). Out of the grants and 
loans of Rs. 157. 77 crores disbursed to the State Boa1ds up to 
1977-78, uti lisation ccrtificnt.?S for Rs. 20. 71 crores were awaited 
(December 1979). 

2.3 Loans paid for khadi programme were interest-free, 
while those paid for village industries carried interest at the 
rate of 4 per cent per annum. Periods of repayment of loans 
generally ranged from six months to ten years. Out of loans 
totalling Rs. 297. 92 crores paid by the Commission to the State 
Boards and institutions for implementation of 'khadi and)village 
industries' programmes, recoveries totalling Rs. 127.09 crores 
only were effected leaving a balance of Rs. 170 .83 crores as on 
31st March 1979; out of this, confirmation of balances of 
Rs. 66. 88 crores · only baa been received from the Boards and 
the institutions till September 1979. 

The Commi~sion had no system of its own to ascertain detai ls 
of loans which had become overdue for recovery from the State 
Boards; according to the default statements submitted by the 
State Hoards themselves to the Commission, Rs. 9.14 crores were 

... 
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overdue for recovery from them in September 1979. As regards 
the institutions to which loans were given by the Commi sion, 
the overdue loans, as worked out by the Commission in 
September 1979, were R s. 4. 70 crores. Info rmation regardi ng 
interest recoverable on the overdue loans could not be ascertained 
from the Commission's records. 

2 .4 The Commi ssion had been pressing the State Govern­
ments to give guarantees for loans paid by it to the State Boards. 
Against loans of Rs. 89 . 14 crores outstanding against 23 State 
Boards as on 31st March 1979, guarantees to the extent of 
Rs. 68. 35 crores only had been received, leaving the balance of 
R s. 20. 79 crores uncovered. 

In September 1972, the Commission had decided to obtain 
equitable mortgages to secure loans paid to the institutions. No 
mortgage deeds had, however, been obtained till September 1979 
from 1,132 institutions against which loans totalling R s. 33. 57 
crores were outstanding (March l978). The Commission 
stated (December 1979) that loans paid to the in stitutions, which 
had not created eq uitable mortgages, were covered by security 
in the fo rm of hypothecation of their movable assets and tha t 
"besides most of the institutions being small and not having 
sizable immovable assets for mo rtgage in ·favour of the Co-
mmission, ..... . ... . the process of obtaining the title deeds 
from them was complicated and slow". 

Further, 468 institutions, which owed Rs. 2. 02 crores, were 
reported to be defunct or under liquidation and accord ing to the 
Commission (August 1979), it might not be possible to recover 
these loans in full. Out of 468 defunct institutions, 113 (owing 
R s. 1. 37 crores) were engaged in khadi and 355 (owing Rs. 0 . 65 
crore) in village industries. The Commission stated (December 
1979) that these institutions were small and that priority was 
given for obtaining equitable mortgages from larger institutions. 
However, legal action to recover the amounts was stated to have 
been initiated . 
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2. 5 Out of the loans received from the Commission, the 
State Boards, in turn, had been granting'.loans to the institutions 
recognised by them . According to the information supplied by 
19 State Boards to the Commission, 13,458 institutions, from 
which Rs. 8 .42 crores were due, were no longer functioning in 
August 1979. 

2 . 6 The interest paid by the Commission on loans received 
from Government was rei mbursed by the latter in the form of 
in te rc~t subsidy. Such subsidy to the Commission during 1957-58 
to 1978-79 amounted to Rs. 86. 06 c1 ores. In addition to this, 
Government gave subsidy since 1977 on interest on loans raised 
by the Commission from banks and financial institutions or 
loans raised by the State Boards and insti tutions themselves 
with the approval of the Commission for meeting their working 
capital requirement~ . Till 1978-79, the loans so raised by the 

-Commission amounted to Rs. 8. 78 crores at rates of interest 
varying from 12 to 1.5 per cent per annum and those raise<l by 
the Boards and institutions were Rs. 6. 43 crores at rates of in­
terest varying from J 2 to 16 . 5 per cent per annum. The amount 
of subsidy was restricted to the difference between the actual 
rate of interest charged by the financing institutions and 4 per 
cent per annum to be borne by the borrowers themselves. Total 
amount of subsidy so paid up to 1978-79 was Rs. 42.86 lakhs. 

2 . 7 Utilisation Certificates.-In re>spect of grants and loans 
disbursed to the State Boards and institutions up to 1977-78, 
uti lisation certificates for Rs. 50 . 68 crores were awaited (Sep­
tember 1979). Year-wise details are given in Annexure 'I'. Accor­
ding to the Commission (January 1980), the position of out­
standing utilisation certificates was reviewed every month and 
cases were pursued with the State Boards and institutions. The 
fact, however, remains that there were outstanding utilisation 
certificates for Rs. 17 lakhs for the period even up to 1960-61 and 
Rs. 13 .74 crores for 1961-62 to 1976-77. 
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Rupees 4.67 crores disallowed by the Commission, 1Vhile 
scrutinising the utilisation certificates for grants and loans paid 
to the institutions, were yet to be recovered or regularised (Sep­
tember 1979); of this amount, Rs. 1.34 crores pertained to the 
period up to 1961-62, Rs. 0.88 crore to 1962-63 to 1966-67, 
Rs. 1.61 crores to 1967-68 to 1971-72 and Rs. 0.84 crore to 
1972-73 to 1975-76. Similar information with regard to grants 
and loans paid to State Boards was awaited from the Commi­
ssion (November 1979). 

As per utilisation certificates furnished by the State Boards 
to the Commission, Rs. 15 .32 crores (loans) and Rs. 3.51 crores 
(grants) were stated (from time to time) to have been refunded 
to the Commission. The Commission had not reconciled these 
amounts with the amounts actually received back by it from the 
State Boards from time to time. 

2.8 Pending recoveries.-As on 31st March 1979, proceedings 
for recovery of Commission's dues amounting to Rs. 433. 18 
lakhs were pending aga.inst 532 institutions/co-operative socie­
ties, as detailed below:-

Number Amount 
of cases (ln lakhs of 

rupees) 

Co-operative societies under liquidation 159 22.36 

Suits decreed 12 1. 32 

Suits pending 2 0 . 12 
Decrees obtained on arbitration awards 14 25.11 

Awards pending with courts 15 11. 71 

Cases referred to revenue authoritiet; for recovery of 
Commission's dues as arrears of land revenue 272 157.79 

Cases in the process of being referred to revenue autho-
rities 54 214.34 
Dispute applications pending with the Registrar of Co-
operative Societies in Madhya Pradesh 4 0.43 

Total 532 433 .18 

S/1 AGCR/79-13 
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A few instances, where adequate action had not been ta ken 
by the Commission to effect recoveries, are mentioned below:-

(i) In respect of Rs. 15. 77 lakhs due for recovery on 
account of loans and unspent grants from institution 
'A' in Uttar Pradesh (U.P.), the Com.mission issued a 
notice in September 1974 for recovery. The institution 
failed to pay the amount. However, it executed an equi­
table mortgage (August 1975) of its property in favour 
of the Commission to the extent of Rs. 7 .08 I akhs. 
In December 1976, as per the prescribed procedure 
the Commission referred the case to the Collector, 
Bombay for recovery of the amount as arrears of land 
revenue by issue of recovery notice through the concer­
ned Collector in U. P. In June 1977, on the request 
of the institution, the Commission decided to stay the 
revenue proceedings, pending a review of the institution's 
performance vis-a-vis its financia l position in Apri l 
1978. The Commission stated (January 1980) that 
out of Rs. 15. 77 lakhs due from the institution, a sum 
of Rs. 0. 52 lakh had since been recovered and that 
the institution had agreed to transfer its land and buil­
dings to the Commission. 

(ii) An amount of Rs. 11 .21 lakhs towards repayment 
of loans and refund of unspent amounts of grants paid 
by the Commission from time to time was outstanding 
(April 1973) against institution 'B' in U. P. A notice 
was issued in April 1973 to the insti tution to pay the 
amount within a period of 30 days, failing which pro­
ceedings to recover the amount as arrears of land reve­
nue would be initiated. In 1977-78, the Commission 
decided to a llow the institution to revive its activities 
and also gave further assistance of Rs. 0. 75 lakh. 
After adjusting (in July 1973 and April 1976) certain 
dues of the institution, the net amount recoverable from 
it in December 1979 was Rs. 10 .81 lakhs. The Commi­
ssion's dues were secured by a mortgage deed (executed 

" 
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by the institution in June I 975) to the extent of Rs. 8.50 
lakhs only. 

(iii) Rupees 4.94 lakbs were outstanding (February 1977) 
with institution 'C' in U. P. on account of non-repayment 
of loans and non-refund of unspent balances of grant~ 
paid by the Commission from time to time. A notice was 
issued in February 1977 to the institution for payment 
of the dues within a period of 30 days, fai ling which 
action to recover them as arrears of land revenue would 
be initiated: The institut ion paid Rs. 0.10 lakb · and also 
deposi ted with the Commission in July 1979 the title 
deeds of its immovable property valued at Rs. 1.91 lakhs 
with a view to creating an equitable mortgage to secure 
the Commission's dues. The recovery of Rs. 4.84 lakhs 
was still outstanding against the institution (December 
1979). 

(iv) Institution 'D' in West Bengal, which had failed to pay 
Lhe Commission's dues amounting to Rs. 6.1 1 · lakhs 
(paid to it prior to 1960), came under liquidation in 
October 1962. The Commission recovered 
Rs. 2.40 lakbs during 1967-68 to 1972-73, leaving a 
balance of Rs. 3. 71 lakhs which was still outstanding 
(December 1979). 

(v) Rupees 3 . 13 lakhs were outstanding (December 1970) 
with institution 'E' in Rajastban on account of non­
repayrnent of loans and non-refund of unspent balance 
of grants paid by the Commission from time to time. 
The institution created an equitable mortgage of its 
property (valued : Rs. 2 lakbs) in favour of the Co­
mmission in Augu st 1966. A reference was made to the 
revenue authorities in December 1970 for recovery of 
Commission's dues. The revenue authoritie~ could, 
however, recover only Rs. 0 . 13 lakh leaving a balance 
of Rs. 3. 00 lakhs which was still oatstanding against the 
institution (Deeember 1979). 
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3. Over-payments aggregating Rs. 32 . 10 lakhs, pointed out 
Tiliritemal audit of the claims of rebates and subsidies of the 
institutions from time to time, remained to be recovered as on 
3 lst March 1979; out of this amdtnt, Rs. 9. 79 lakhs pertained 
to the period up to 1966-67, Rs. 14.47 lakhs to 1967-68 to 1971-
72, Rs . 7 .60 lakhs to 1972-73 to 1976-77 and Rs. 0.24 lakb to 
1977-78 to 1978-79. 

The Commission stated (January 1980) that the State Dire­
ctors of the Commission had already been instructed to recover 
the amounts which were finally found to be ·due from the insti­
tutio1u1. 

4. Development of khadi.-In its 93rd Report, the Pu.blic 
Accounts Committee (Fifth Lok Sabha: 1972-73) had expressed 
disappointment and dis-satisfaction on the performance of the 
Commission. The Commission's performance as seen in a fur­
ther review in audit conducted in September 1979 is given in the 
succeeding paragraphs. 

4 . I The Commission had given (1953-54 to 1978-79) financial 
a ssistance totalling Rs. 356. 25 crores (Rs. 158. 96 crores as 
grants and Rs. 197 .29 crores as loans) to various State Boards, 
institutions, etc. for implementing the khadi programmes. Nearly 
Rs. 308. 91 crores (about 87 per cent of the total assistance) 
were paid to the implementing agencies in 9 States alone, viz. 
Uttar Pradesh (20 per cent), Bihar (13 per cent), Tamil Nadu 

(13 per cent), Rajasthao (9 per cent), Punjab (9 per cent), Gujarat 
(7 per cent), Andhra Pradesh (6 per cent), Maharashtra (6 per 
cent) and Karnataka (4 per cent). The disbursements in the 
remaining 12 States and Union Territories amounted to Rs. 
47 . 34 crores only. 

The annual level of production of khadi attained in 1978-79 
was 715. 05 lakh square metres of cloth. About 63 7. 65 lakh 
square metres (89 per cent of the total production) were accounted 
for by the- 9 States mentioned above and the balance 77.40 lakh 
square metres by the remaining 12 States and Union Territories • 
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This imbalance iu the development of khadi among different 
States had also been brought out earlier in the reports of Khadi 
Evaluation Committee (1960), Estimates Committee (1961-62) 
and A~hoka Mehta Cornrnitt<e (1966). However, not much 
progress seemed to have been made in this behalf inasmuch as 
out of 1,227 implementing age!'cies funct !oning in the country 
in 1978-79, 924 were operating in the aforesaid 9 States. The 
remaining 12 States and Union Territories together bad only 
303 agencies. In Nagaland, no implementing agency had been 
set up till 1978-79. The Commission stated (December 1979) that 
noticing this lopsided development some special programmes 
had been sponsored in recent years in some uncovered a reas. 

4.2 Progress.-The following table indfoates the progress of 
khadi development in terms of production and employment, 
during the successive Plan periods under the All India Khadi and 
Village Industries Board up to March 1957 and thereafter the 
Commis1ion. 

Annual level attained at 
the end of 

First Plan (1955-56) 

Second Plan (1960-61) 

'nlird Plan (1965-66) 

Annual Plan (1968-69) 

Fourth Plan (1973-74) 

Fifth Plan 
(Up to 1977-78) 

(Up to 1978-79) 

Production 

Quan- Value 
tity 
(In (In 
lakh crores 
square of 
metres) rupees) 

• 

Employment 

Full Part Total 
time time 
(In lakhs of persons) 

239.90 5.54 0.61 5.96 6.57 

537.65 14.23 2.06 15.08 17 .14 

848 .54 26.81 1.82 17.13 18.95 

600 . 19 23.38 l .32 12.03 13 .35 

557 .19 32. 72 1.07 7.77 1.84 

684 .12 64.89 2.39 6.83 9.22 

715 .05 76.54 2.43 7.91 10 .34 

(i) It would be seen from the above table that the production 
of khadi went up to a peak level of 848 . 54 lakh square 
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metres of cloth in t 965-66, but there was a sharp decline 
in production to 557.19 lakh square metres in 1973-74.1 
In 1978-79, however, it rose to 715. 05 lakh square metres, ' 
but was st ill lower than that achieved in 1965-66. To 
arrest the decl ine in production, the Commission intro­
duced new model charkhas of which 3 lakh units were 
to be introduced by 1973-74. However, only 1. 15 lakh 
new model charkhas were actually introduced up to 
1978-79 at a cost of Rs. 8. 01 crores. Jn addition, the 
industry was already having 0. 87 lakh traditional and 
3. 78 lakh amber charkhas distributed by the Commi­
ssion during 1953-54 to 1962-63. Information about the 
extent of utilisation of these charkhas was not availa ble 
with the Commission, but according to a study by the 
Indian Institute of Management, Ahmedabad (April 
1976), " .. .. ...... . . charkhas and_ looms in the 
khadi sector were utilised at levels not higher than 30 
per cent". The Commission stated (December 1979) 
that due to steep rise in cost; it became necessary to 
contain production in "less efficient and less remunera­
tive traditional charkhas" and to switch over to the 
improved models of cbarkhas and that the switch-over 
had, necessarily to be gradual. 

(ii) After having reached the highest level of employment of 
18. 95 lakh persons in 1965-66, there was a steep fall to 
8. 84 lakh persons in 1973-74. According to the targets 
fixed for the Fifth Plan, it was proposed to increase 
employment to I 0. 23 lakh persons by 1977-78, against 
which pe1 sons actually employed in I 977-78 were 9 . 22 
lakbs only. In 1978-79, against the target of 11. 28 lakhs, 
the actual employment was 10 . 34 lakhs only. 

5. Village · fndustries.- During I 953-54 to 1978-79, the Co­
mmission disbursed Rs. 153 . 60 crores (Rs. 42. 33 crores as grants 
and Rs. 111 . 27 crores as loans) to the State Boards, registered 
institutions, co-operative societies and individuals for assisting 
21 industries in the various States. The following table shows 

.. 
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the performance under village industries in regard to prod uction 
and employment during various Plan periods. 

Annual level attained at the end of Pro-
duction 

Employment Tota l 

- -- Fun Part 
(In time t ime 
er ores (In lakhs of persons) 
of 
rupees) 

First Plan (1955-56) 10.93 0 .08 2.98 3.06 

Second Plan (1960-61) 33. 16 0 .73 6.08 6.81 

Third Plan (1965-66) 55.87 0.81 7.96 8.77 

Annual Plan (1968-69) 75.12 0.79 6.93 7.72 

Fourth Plan (1973-74) 122.40 I. 31 7.96 9.27 
Fifth Plan 
(Up to 1977-78) 192 . 54 3 .15 11 . 79 14 .94 

(Up to 1978-79) 242.97 5.04 9.92 14.96 

As against the total investment of Rs. 153 . 60 crores, the level 
of production in 1978-79 was Rs. 242. 97 crores. Like khadi, 
about 90 per cent of the total production was accounted for by 11 
States alone, viz. Uttar Pradesh (18 per cent), Tamil Nad u (17 per 
cent), Maharashtra (14 per cent), Karnataka (7 per cent), Bihar 
(6 per cent), Rajasthan (5 per cent), Haryana (4 per cent), Punjab 
(4 per cent), Kerala (5 per cent), Andhra Pradesh (5 per cent) 
and Gujarat (5 per cent ). The production in the remaining 
States ranged from less than l per cent to 3 per cent. 

5 .1 Level of production and employment of persons in res­
pect of two major village industries, viz. gh'lni oil and 
hand made paper are indicated in Annexure 11. Some of the 
main points noticed in test-check in audit are given below :-

(i) Ghani oil : During 1953-54 to 1978-79, the Commission 
disbursed Rs. 31.69 crores (Rs. 4.46 crores as grants 
and Rs. 27 . 23 crores as loans) to the State Boards, co­
operative societies and registered institutions for deve­
lopment of ghani oil industry using bullock driven, 
manually operated or power ghanis; this accounted for 
2 L per cent of the total assistance given by the Commi­
ssion for development of 21 industries within its purview. 
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Up to 1978-79 the Commission had assisted operation 
of 23,094 improved and 7,144 power ghanis in various 
States. 

It would be seen from Annexure II that the pro­
duction of oil and oilca1'es had decreased from 5. 87 
lakh quintals and 8. 44 lakh quintals in 1960-61 to 5. 06 
lakh quintals and 5.99 lak.h quintals in 1978-79 res­
pectively even though 7,144 power ghanis (involving a 
loan of Rs. 3. 35 crores approximately to the implement­
ing agencies) were introduced during 1971-72 to 1978-79. 
The decline in production was attributed (December 
1979) by the Commission mainly to non-utilisation of the 
ghanis to full capacity, under-utilisation being 25 to 30 
per cent. 

As against 4,498 co-operative societies and 783 
registered institutions assisted, only 1,489 co­
operative societies and 212 registered institutions 
reported about their functioning at the end of 1978-79. 
As on 31st March 1977, the Commission's funds amount­
ing to Rs. 176. 32 lakhs were locked up with the defunct 
units. Legal action was, however, stated to have been 
initiated for recovery of Rs. 80 . 99 lakhs up to February 
1978. The level of employment decreased from 0. 51 
lakh persons (1960-61) to 0.41 lakh persons (1978-79) . { 

While reviewing the working of this industry, the 
Commission in its 253rd meeting held on 27th February 
1978, observed that "this programme had to face innu­
merable difficulties due to paucity of working funds and 
risks involved because of the highly monopolised charac-
ter of the trade in oil seeds ...... . . ". 

(ii) Hand made paper : During 1953-54 to 1978-79, the 
Commission disbursed Rs. 4. 41 crores (Rs. 1.28 crores as 
grants and Rs. 3.13 crores as loans) to the State Boards 
for the manufacture of band made paper by utilising 
locally available raw material like rags, . tailors' cuttings, 
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grass, etc. The total installed capacity in 1977-78 was 
l 0,000 tonnes per annum on two shift basis. Against 
this, the maximum production was 4,370 tonnes in 1977-78. 
The reasons for under-utilisation of the capacity were 
stated (April 1978) to be (a) defective machines and 
equipment and their improper handling, (b) general 
power shortage and frequent power break-downs, (c) 
price rise of raw material and chemicals, (d) lack of 
technical personnel, trained and efficient managers and 
(e) inadequate financial resources with the units in some 
cases. These reasons are not convincing as even in earlier 
years the production ranged from 30'/l tonnes (1970-71) 
to 4195 tonnes (1976-77). · 

Further, out of 348 units assisted by the Commission during 
five Plans, only 230 were reported to be functioning at the end of 
1978-79, 23 units being under erection and the remaining 95 
units having become defunct. 

The quantum of investment up to and the level of production 
in 1978-79 in various States showed that there was no correlation 
between the quantum of assistance provided by the Commission 
and the performance i'n terms of production and employment. 
A few instances are given in the table below :-

State 

Maharashtra 

Gujarat 

Uttar Pradesh 

Tamil Nadu 

Invest- Level of 
meot upto produc-
1978-79 tioo in 

1978-79 
On lakhs of rupees) 

72.34 66.34 

52 .77 19 .04 

46 .04 30 .66 

34.60 30.72 

Produc- Number of 
tivity per persons 
rupee of employed 
invest- in 1978-79 
ment 

0 .91 1,007 

0 .36 323 

0 .67 656 

0 .89 901 

6. Gobar (methane) gas.-For installing gobar gas planti, 
subsidies and loans disbursed by the Commission during 1961-62 
to 1978-79 amounted to Rs. 490.03 lakhs and Rs. 199 .28 lakhs 
respectively (total Rs. 689. 31 lakhs). Loans by the banks during 
1974-75 and 1975-76 amounted to Rs. 501 .86 lakbs. 
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During the period of 12 years from 1961-62 to 1973-74, only 
0.07 lakh plants were installed in the country. In view of the oil 
crisis and relati vely slow rate of growth of rural electrificatipn, 
Government approved in 1975 a comprehensive programme envi­
saging in tallation of one lakh plants in the country during 
1974-75 to t 978-79. However, as against this target, 0 . 69 
lakh plants were installed up to· 1978-79.~ 

According to the Commission (March 1979), "there are 5,70,000 
villages in India . Even assuming that, on an average, 5 gas 
plants ca n be constructed in each village, there is possibility of 
constructing 28. 5 Jakh gas plants. As against this, 0. 60 lakh 
gas p la nts have been installed, wh ich represen ts 2. 14 p er rent 
of the total potentia lity". Considering the immense prospects 
of this industry, the progress so far made in setting up the gas 
plants was very slow. 

Apart from problems of high cost of installation of gobar 
gas plants and availability of sufficient dung, the slow progress 
was stated by the Reserve Bank of India (1976) to be due to : 

lack of awareness about the programme by certain 
agencies in some State Boards, financing banks and State 
G overnments and deficiency in follow-up services; 

non-availability of technical help and guidance at different 
stages of construction a nd operation of the plants; 

occasional short supply of material and ~components 

needed for construction o f the plants, delay in sanction 
and disbursement of loans; and 

above all, lack of co-ordination a mong the concerned 
agencies. 

It was seen in audit that although 0 . 69 lakh gas plants had 
been installed up'to March J 979, the persons trained by the Co­
mmission und er the gobar gas scheme were only 1130. No 
information was available (December 1979) as to whether there 
was any coordination with the rural development and block staff. 

' 
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7 . Trading activities.-A summary of the balance she-ets 

ac; on 31st March 1 96~. 1974 and 1979 is given below : 
BAlANCE SHEET AS AT 31ST MARCH 

Khadi Village Industries 

- - - ----
1969 1974 1979 1969 1974 1979 

(In lakhs of ru pees) 
AJst tJ : 
FiJted assets 10.76 16 .59 47 .08 5 .99 9. 68 17.32 

Sundry debtors 267.39 381. 33 896. 23 13 .49 69 .82 68. 70 

Stock deficits 4 .07 12. 43 13.63 0 . 11 0.97 1.17 

Thefts and losses 0.35 1. 27 1. 53 0. 18 0.21 

Closing stock 234.71 234.13 686.76 14 .94 37.02 110.68 

Cash balance 72 .68 156.08 314 . 27 24 . 12 46 . 18 87 .30 

Other assets 183.68 155 .20 443.34 25 .04 24.03 142 .68 
- -

773 .64 957.03 2402. 84 83.69 187.88 428.06 
- - - -

Liabilities : 
Capital 591. 29 696. 33 1356. 24 58.99 137.55 261 .94 

Cumulative profit( + )/ 
loss(-) --42.84 -57 .37 -26.08 -0. 33 +0 .63 + 21.21 

Net capital 548.45 638.96 1330.16 58.66 138.1 8 283. 15 
~uodry creditors 90.66 172.96 676.26 20 .06 27 . 84 51.3 
Other liabilities and 

provisions 134. 53 145 . 11 396 .42 4 .97 21. 86 93. 56 

773 .64 957.03 2402.84 83.69 187 .88 428 .06 
-- - -

Net profit (+)/ loss - ) 1968-69 1973-74 1978-79 1968-69 1973-74 1978-79 
-7. 70 - 15 . 77 +10 .31 - 0.32 + 1.39 + 8.22 
-- - - -- - - - -

7. l Under khadi, on capi tal of R s. 591. 29 lakhs and R s. 
696. 33 lakhs invested in 1968-69 and 1973-74 respectively, 
there were losses of Rs. 7. 70 la khs (1. 30 per cent) and R s. 15. 77 
lakhs (2.26 per cent ) respectively; on capital of Rs. 1,356.24 
lakbs invested in 1978-79, there was profit of Rs. 10 . 31 lakhs 
(0 . 76 per cent ) only. Under village industries a lso, on capital of 
R s. 58. 99 lakhs invested in 1968-69, there was loss of Rs. 0. 32 
lakh (0 . 54 per cent); on capita l of Rs. 137.55 lakhs and 
Rs. 261. 94 lakhs invested in 1973-74 and 1978-79, there was 
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profit of Rs. l. 39 lak:hs (1. 01 p er cent) and Rs. 8. 22 lakbs 
(3 . 14 per cent) respectively. 

Cumulatively, as in March 1979, there was a net loss of Rs. 
26. 08 lakbs on khadi and a net profit of Rs. 21 . 21 Jakhs on village 
industries. 

7 . 2 Capital with closed/ tr'msferred trading unit.- As 

on 3 lst March 1979, there were about 30 trading uni ts 
(total capital investment as on 31 st March 1979 : Rs. 47 .00 
lakh s), which had either teen closed down or transferred to 
various private institutions, but the accounts of whjch had not 
been finalised by the Commission. Substantial capital investment 
by the Commission outstanding against some of these trading 

units (March 1979) is shown below 

Name of the unit• Date of closure/ Capital 
transfer inveitment 

(In lakhs of 
rupees) 

Director of Tradin& Activities, Calcutta October 1962 12.62 

Trading operations, Kak.inada March 1967 l~.00 

Cannaoore scheme March 1968 1.60 

Khadi Gramodyog Bha" an, Bangalore October 1969 2. 33 

Hand made paper, Dehradun January 1974 1.23 

Khadi Production Centre, Rampur (Assam) May 1974 5. 01 

Processing of Cereals & Pulse' Industry, 
Sonepur N.A. 5. 81 

8. Exhibitions : 

During 1957-58 to 1978-79, the Commission paid grants totall­
ing Rs. 274.34 la.khs for organising exhibitions, but it had no 
consolidated record indicating the number of exhibitions actually 
held from t ime to time, accounts and reports received in respect 
of the exhibitions and the unspent balances, if any, refunded or to 
be refunded to the Commission. A test-check in audit (Sep-

N· A.-Not availa ble 

---

"('. 

' 



' 

197 

tember 1979) of individual files dealing with about 100 exhibitions 
disclosed the following points :-

Although one of the conditions of grants was that the 
reports of the exhibitions should be sent within one month 
of the holding of the exhibition, followed by audited 
statements of accounts within six months, no reports 
and accounts had been received in respect of 45 exhibitions 
(total grant paid : Rs. 29 .13 lakhs). Of these, grants of 
Rs. 15.75 lakhs for organising 25 exhibitions were re­
leased prior to 1968-69. 

During 1971-72 to 1973-74, grants totalling Rs. 8.69 lak_hs 
were released by the Commjssion to five State Boards, 
despite the fact that these State Boards had not rendered 
any accounts for grants amounting to Rs. 15.14 lakhs 
released to them during 1956-57 to 1969-70. 

In 4 cases, the State Boards had neither rendered the 
accounts nor refunded the unspent balances to the 
Commission so far (December 1979) in respect of the 
grants amounting to Rs. 1.69 lakhs paid to them during 
1958-59 to 1972-73. Of this, Rs. 1.43 lakhs related to 
exhibitions held prior to 1969-70. 

An institution, which participated in one of the-exhibitions 
organised by the Commission itself (on a site belonging 
to the Ministry of Education) during July 1969 to October 
1970, was paid a loan of Rs. 6.86 lakhs. It incurred a 
trading loss of Rs. 1.65 lakhs. It had constructed, at a 
cost of Rs. 2.82 lakbs, a sale pavilion, residential quarters, 
canteen, etc. at the exhibition site. On the conclusion 
of the exhibition, the institution transferred these assets 
to the Ministry of Education without the prior permi$sion 
of the Commission. At the request of the institution, the 
Commission converted into grant of loan to the extent of 
Rs. 2.23 lakhs( Rs. 0.82 lakh in January 1976 and Rs. J .4 1 
lakbs in November 1977) representing SO pa cent of the 
trading loss of Rs. 1.65 lakhs and construction cost of 
Rs. 2.82 lakhs. After adjusting this grant of Rs. 2.23 lakils 
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and part repayment of the loan of Rs. 2.34 lakhs by the 
institution, the amount still recoverable from the ins­
titution was Rs. 2.29 lakhs. This amount bad not been 
recovered so far (September 1979). 

9. Summing up.- The following are the main points that 
emerge : 

From 1957-58 to 1978-79, Government gave loans of Rs. 
369.22 erores and grants of Rs. 323.23 crores to the 
Commission which, in tum, disbursed loans of Rs. 297.92 
crores and grants of Rs. 192.95 crores to the State Boards 
and institutions; out of Rs. 297.92 crores of loans, Rs. 
188.96 crorcs were given for development of khadi and 
Rs. 108.96 crores for village industries; similarly, out of 
Rs. 192.95 crores of grant s, Rs. 152.71 crores were for 
development of khadi and Rs. 40.24 crores for village 
industries. 

Out of Rs. 170.83 crores of loans outstanding as on 31st 
March 1979 against the State Boards and institutions, the 
Commission had received confirmat ion of Rs. 66.88 
crores til l September 1979. 

The Commission bad no machinery of its own t o as­
certain details of the loans which had become overdue 
for recovery from the State Boards; according to state­
ments submitted by the Boards, Rs. 9. 14 crores were 
overdue in September 1979. 

The overdue loans, recoverable from the institutions)o 
which loans were given by the Commission,~ amounted to 
Rs. 4.70 crores in September 1979. 

Information about interest recoverable on overdue Joans 
could not be ascertained from the Commission's records. 

Against loans of Rs. 89. 14 crores outstanding against 
23 State Boards as on 31 st March 1979, guarantees of tbe 
State Governments were received only for Rs. 68.35 crnres 
leaving the balance of Rs. _20.79 crores uncovert!d, 
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No mortgage deeds had been obtained (September 1979) 
from 1,132 institutions against which loans aggregating 
Rs. 33.57 crores were outstanding (March 1978). 

468 institutions, which owed Rs. 2.02 crores of loans, were 
reported to be defunct or under liquidation and according 
to the Commission (August J 979), it might not be possible 
to recover there loans in full. 

According to the information given by the State Boards 
to the Commission, 13,458 institutions, from wh ich 
Rs. 8.42 crores were due, were no longer functioning 
in August 1979. 

Interest subsidy paid by Government to the Commission 
during 1957-58 to 1978-79 amounted to Rs. 86.06 crores. 

Utilisation certificates for Rs. 50.68 crores in respect of 
grants and loans disbursed to the State Boards and ins­
titutions up to 1977-78 were awaited by the Commission 
(September 1979); of this, Rs. 17 lakhs pertained to the 
period up to 1960-61. 

As on 31st March 1979, proceedings for recovery of 
Commission's dues amounting to Rs. 4.33 crores were 
pending against 532 institutions. 

Overpayments aggregating Rs. 32. l 0 lakhs pointed out 
in internal audit of claims of rebates and subsidiei; of 
institutions were outstanding as on 31 st March 1979; 
of this, Rs. 9.79 lakhs pertained to the period up to 1966-
67. 

Out of loans and grants aggregating Rs. 356.25 crores 
paid during 1953-54 to 1978-79 to the State Boards aad 
institut ions for development of khadi, Rs. 308.91 crores 
(87 per cent) were paid t o the agencies in 9 States . 

Tue production ofkhadi declined from 848.54 lakb square 
metres of cloth in 1965-66 to 557. 19 lakh square metres in 
1973-74 and 715.05 lakh square metres in 1978-79. Simi­
larly, the employment in khadi declined from 18.95 lakh 
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persons in 1965-66 to 9.22 lakh persons inll977-78. 
In 1978-79, against the target of 11.28 lakhs, the actual 
employment was 10.34 lakhs only. 

During 1953-54 to 1978-79, the Commission disbursea 
Rs. 31.69 crores to the State Boards and other institutions 
for development of ghani oil industiy. The production of oil 
and oilcakes had decreased from 5.87 lakh quintals and 
8.44 lakh quintals in 1960-61 to 5.06 lakh quintals and 
5.99 lakh quintals in 1978-79 respectively even though 
7, 144 power ghanis involving Joan of Rs. 3.35 crores 
approximately were introduced during l 971 -72 to 1978-79. 

During 1957-58 to 1978-79, Rs. 2.74 crores were spent 
for organisation of exhibitions, but no consolidated 
record of evaluation, accounts, reports, etc. is kept by 
the Commission. 

ANNEXURE I 
(Para 2.7, page 184) 

Year-wise break-up of utilisation certificates still a?.'aitcd : 
Year lnstitu- State 

tions Boards 
Total 

(Io crores of rupees) 
Upto 
1960-61 0 .03 0 . 14 0 . 17 
1961-62 0 .15 0 .15 
1962-63 0 .02 0.10 0. 12 
1963-64 0 .04 0.23 0 .27 
1964-65 0 .01 0.25 0 .26 
1965-66 0 .01 0 .38 0 .39 
1966-67 0 .01 0 .41 0.42 
1967-68 0 .06 0.40 0.46 
1968-69 0 .04 0.33 0.37 
1969-70 0.06 0 . 36 0. 42 
1970-71 0 .03 0 . 30 0 .33 
1971-72 0.08 0 .57 0 .65 
1972-73 0 .02 0 .70 0 .72 
1973-74 0 .03 0 .48 0 . 51 
1974-75 0 .03 0 .99 1.02 
1975-76 0. 11 2.28 2 . 39 
1976-77 0 .42 4 .84 5 .26 
1977-7i 36 .77* 

1.00 12. 91 50 .68 

•~reak-up between institutions and the State Bcarc'ls was not available. 
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ANNEXURE II 

(Para 5.1, page 191) 
Sta tement showing level of production and employment <. t the cr d of 

va rious Pla n periods. 
Village industry 

· Gilani oil 
(a) Assistance paid 

during the plan 
period ( r n la khs of 
ru pees) 

First Second T hird Annua l 
plan plan pla n plan 
(1955- (1960- (1965- (I 968-
56) 61) 66) 69) 

Fourth F ifth pla n 
plan (up to (uPto 
(1973- 1977- 19'18-
74) 78) 79) 

Loan 19. 47 374 .99 650.16 380 . 35 594 .29 517 .47 186 .07 
Gra nt 11. 53 157 .51 165 .65 39 .56 31.90 28 .77 11.54 

(b) Production (In 
la khs of quintals at 
end of plan period) 

(i) Oil N.A. 5.87 5 .01 3. 84 3.23 3 .35 5 .06 
(ii) Oilca kes N.A. 8 .44 7 .30 5 .34 5.31 4 . 86 5 .99 

14 .3 1 12 .31 9 . 18 8. 54 8 .21 11 .05 
(c) Employment 

an lakhs of per-
sons a t end of plan 
period) 

N .A. 0 . 34 0 .22 (i) Full time 0 .23 0. 23 0 . 19 0 . 22 
(ii) Part time N .A. 0 . 17 0 . 12 0.11 0 . 10 0 .15 0 . 19 

----
0. 51 ,34 0.34 0.33 0. 34 0 . 41 

Jr. Hand made paper 
(a) Assistance pa id 

during the plan 
period (In lakhs of 
rupees) 

Loan 6 . 52 55.00 71. 35 31. -46 30.49 94 .79 23.44 
Grant 5 . 82 46. 79 40 .91 9 .28 9 . 82 13.07 2 . 37 

(b) Production (in 
lakhs of quintals 
at end of plan 
period) 0 .07 0 . 13 0 .20 0 .28 0 .33 0 .43 0 .56 

(c) Employment (in 
persons at end of 
plan period) 

3,773 (i) Full time 2,347 4. 127 3,901 3,382 3,770 4,1 91 
((ii) Part time 1,840 981 610 740 766 850 

-- - -
2,347 5,967 4,754 4,511 4,122 4,536 5,041 

N.A.-Not a vailable. 

S/1 AGCR.n9- 14 
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MIN fSTRY OF RURAL RECONSTRUCTION 

35. Triba l Area Development Programme: 

I . fm rod11ctory.-Witl1 a view to b1 ing the:tribal areas '' ilhin 
[ thej main trea m of economic development and to accelerate the 

pace of agricultural development, G overnment sanctioned 8 Pilot 
Tribal Development Projects in4States, 6 in 197 1-72 and 2 in 
1973-74. Six projects were continued up to 30th June 1979 and 2 up 
to 30th September 1979. The projects were implemented through 
societies (kno wn as T ribal D evelopmen t Agencies-hereafter 
TDAs) registe red unde r the Societies Registration Act, 1860 
with the Collector of the di strict concerned as the chairman and 
other connected district level officers, Members of Parliament 
and Mem.be rs o f Legislat ive Assembly as members. The r1c­
gramme to be implemented out of Govern ment gra nts by each 
TOA con isted of: 

(a) core programme of economic development comprisin g 
agricult ure , horticulture, la nd reclamation, so il conse r­
va tio n, mi nor irrigation, debt redemption, etc. schemes 
and 

(b) construction of arterial roads. 

G ove rnment constitu ted a Committee of Secretaries con ~i~ t ­
ing of Secretarie.s/representatives of the Ministries of Finance , 
Home Affai rs, Agriculture, Co-o peration, Social Welfare and 
the Plann ing Co mmission fo r the purpose o f sanctioning and 
reviewing the projects. For each project, an action plan co11-
ta ining details o f the schemes to be implemented in the area was 
fo rmulated and approved by the Comm ittee of Secretari e~. 

2. Finance, acco1111ts and audit .- The grant& paid by Govern­
ment to the TDAs from the inception up to Ma rch 1979 
amounted to Rs. l 7. 38 crores. According to instructio ns of 
Governme nt, the TDAs were required to adopt co mmercia l 
accounting procedure as followed by the Small Farme1 s 
Development Agencies a nd Marginal Farme r a nd 
Agricultural Labourers Agenc ies. The accounts so maintained 
were required to be a udited by cha rtered accounta nts and 

-
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forwarded to Gove rnment with the Audit Reports thereon. 
Results of le t-chcck in audit of the TDAs under sectio n 14 of 
the Co mptroller and Auditor General's (Duties, Powers a nd 
Conditions of Servicc)Act. 197 1 a nd o f scrutiny of records 
available with Government arc mentioned in the succeeding 
paragraphs. 

3. Utilisation of grants : 

3. J Under the programm e. the execut io n of the schemes 
wa entrusted by the TDAs to the various depanmental o ffice rs 
o f the State Govern men ts and o ther bodies to which funds 
were provided in advance by the TDAs. The executing agen­
cies, after u ti lisation o f the fu nds, were required to !> ubmit 
utilisation certificates to the TDAs which were responsible 
to repor t progress o f achieve ment and submit the util isat ion 
ce rtificates periodically to Government. According to reco rd s 
of Government (June 1979), utilisation ce rtificates for grants 
amounting to R . 274. 78 lakh were awaited as indicated in the 
table below: 

Name of the TDA 

Srikakulam (A ndhra Pradesh) 
C hakradharpur (Bihar) 
Dantcwada (Madhya Pradesh) 
Konta (Madhya Pradesh) 
Gunupur (Orissa) 

Parlakhemundi (Orissa) 
Keonjhar (Orissa) 
Balliguda (Orissa) 

Total 

Tota l 
amount 
of grants 
released by 
G overnment 
up to 31st 
March 
1979 

266.50 
219.35 
22 1. 32 
242. 52 
268. 18 
27 1.24 
138.58 
11 0 .25 

1737.94 

Expendi- Amount Bala nce 
ture for which iur 
shown in utilisation which 
accounts certificate ut;i isation 
of the TDAs sent ccr1ifica tc 
upto3l i t to be sent 
March 
1979 

( In lakhs of rupcc5) 

256.50 23 1.50 35 .00 
213 .99 2 12 .8 1 6 .54 
185 .51 185. 51 35 . 8 1 
229 .45 190.35 52. 17 
270 . 17 2 17.83 50 .35 
265.37 228 .2 1 43.03 
137.92 11 8 .03 20.55 
107.37 78.92 31 .33 

1666.28 1463. 16 274.78 

• 
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3. 2 A scrutiny in audit of the records of the TO As and 
some of the executing agencies disclosed the following points: 

- No records were available with the TOAs to indicate 
the break-up of the a mounts for which reports of utilisa­
tion were awaited from the executing agencies. 

- The advances given to the executing agencies ~ere shown as 
final expenditure against the respective works and utilisa­
tion had been certified by the TOAs with reference to the 
release of such advances. (Instances have been quoted 
in subsequent paragraphs). 

- The TOA, Balliguda furni shed utilisation certificate in 
April 1979 for the entire amount shown in its books as 
expenditure even though, according to its records, it 
was yet to receive util isation certificates for Rs. 20 .45 
lakhs from the executing agencies. 

- A test-check in audit of the records of executing agencies 
revealed 7 cases (relating to 2 TOAs) wherein as on 31st 
March 1979, Rs. 22. 79 lakhs were lying unutilised with 
them though the advances had been taken as utilised by 
the TDAs and so reported to Government. Further, the 
TOA, Keonjhar had furnished utilisation certificate 
for subsidies amounting to Rs. 1.48 lakhs paid for cons­
truction of godowns (Rs. 0. 48 lakh) and managerial 
subsidy (Rs. 1.00 lakh) even though no expenditure had 
been incurred by the executing agencies. 

3 . 3 According to financial rules of Government, the 
authority sanctioning grants is required to maintain a register of 
grants in a prescribed form to watch utilisation of grants and the 
regis er is required to be reviewed periodically. This register 
was not maintained in the prescribed form by the sanctioning 
authority for grants to TOAs and the register kept did not con­
tain basic data to watch utilisation. The entries had not also 
been made in the register regularly and correctly as for instance 
for the year 1973-74, the grants paid amounted to Rs. 180 lakha. 
whereas the register showed payment 'of Rs. 91 lakhs only. 

-

-
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Thus, the sanctioning authority did not maintain proper reco rds 
to satisiy itself about utilisation of g rants and to issue utilisation 
certificates in respect of them . The sanctioning author ity 
sta ted <December 1979) that entries made in 1973-74 a ppeared 
to be incomplete and we re being updated, that a strict watch on 
utjlisatio n was kept through periodical p1 ogress reports and 
that grants were released on ly a fte r review o f the progress o f 
-expenditure. 

3. 4 The financial rules of Government also provide for 
maintenance o f a register o f permanent and semi-permanent 
a sets created by the grantees out of Government grants, for 
receipt of an annual re turn fro m the grantees and maintenance 
of block a~counts of such assets by the gran t sanctioning autho­
rity. This register was not kept by the sanctioning autho1 ity, 
nor was a ny re turn obtained from the TDAs wi th the result 
tb a t the sanctioning authority had no information on such 
a ssets having been crea ted. Though the sanctioning authority 
re ported l November I 979) that the re turns had s ince been ob­
tained and the reg iste r mainta ined, it was no ticed in test-check 
in audit (December 1979) tha t the re turns obta ined and the 
r egister maintained were not complete in as much as they did not 
include a ll assets, but include d in 7 (out of 8) TDA s the infor­
ma tion relating essentially to office equipment and in one TDA 
(Chakradharpur) included buildings like garrages, godowns, 
e tc. only. Besides, the reg ister had a lso not been prepared in 
the pre "Cribed form. 

4. Identification of participants .- Government had pres­
-cribed in September 1973 the cr iteria for identifying the 
deserving tribals as those who were either landless 
o r possessed operational holdings not exceeding 2 hec­
tares of irrigated la nd o r 4 hecta res of unirrigated o r dry land. 
According to reports received by Government, in 6 TDAs, 
3 . 56 lakh tribals had been identified against a target of 3. 55 
Jakh tribals and in remaining 2 TDAs (Parlakhemundi and 
Balligud a) 0 .47 lakh tribal families, against a target of 0 .24 
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lakh famil ies. [11 a test-check in audit or the records o [ the 
TOAs, the following points were noticed : 

- The TOAs at Gunupur and Parlakhemundi had not 
maintained any record of identified participants to whom 
benefits under the schemes could be extended. 

- The record of identification kept by the TDA at Keonjha r 
revealed that it had identified only 14 , 353 fam ilies (71,765 
participants) whereas it intimated to Government identi­
fication of 79,440 participants. 

- The identification of participants wa s done by the TDA 
at Balliguda on ly between July 1977 and May 1978 (more 
than 3 years after the TOA came into existence in March 
1974) and the records did not indicate the holdings of the 
identified participants which would qualify them fo r 
benefits under the scheme . 

5. Ben:ficiaries under the programm<'.- According to the 
programme, a s;ingle identified family should not be 
a llo\\'cd to avai l of multiple benefits (under various 
schemes taken up by the TDAs) and a limit of Rs. 3,000 
(Rs. 2,500 up to August 1975) for each identified participant had 
been prescribed. Though no records had been maintained by 
any of the TD As to indicate the extent of benefits availed of by 
various families, they had furnished progress reports to Govern­
ment indicating that benefits had been derived by 4. 11 lakh 
participants (gross figure) in the 8 TDAs from the various schemes 
up to December 1978. Thus, these figures were not based on 
any authentic records. 

6. Targets and :ichie 11e111e11ts : 

6.1 The targets to be achieved by each TOA under variou 
development schemes had been determined in advance in the· 
action plan with the approval of the Committee of Secretaries. 

... ... 
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It was no ticed in a ud it t hat achievements by the TDAs in several 
secto rs had been much less tha n the targeted outlay as shown in 
the insta nces g iven below 

Loca tion of TOA Number of Provision Actual up 
sectors to '.l l st 

March 1979 

(Tn bkhs of rupees) 

C ha krad harp11i 5 49.82 24 .31 

Parla khemundi 6 11 3. 55 82.56 

Balliguda 7 105.00 64.43 

D antewada 5 57 .96 15 .93 

Kon ta 7 73.23 21 . 75 
----

Total 30 399.56 208 .98 

6.2 Des pite sho rtfall in achievements on approved schemes, as 
mentioned above, the TD As at K onta, Dantewada and Pa rla­
khemund i incu r red till March 1979 an expenditure of Rs. 16.98 
lakhs on several unapproved works and schemes. The expe ndi­
ture incu rred on una utho rised works by the TDAs at K onta 
and Dantewada (Rs. 13.19 lakbs) related to construction of o ffice 
bui ld in gs, rest house and q uarters for which purposes fu nds were 
d ive rted from devel opment projects. No action was also taken 
by the TDAs (June 1979) to approach Government fo r 
regularisation. 

6. 3 According to instructions of Government, the expenditu re 
on administration was to be restricted to 5 to 7.5 per cent of the 
total outlay on tbe core programme. The table g iven below 
would show that the expenditure on administration up to 31st 
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March 1979 had exceeded this limit in the TD As; the excesses 
were not got regularised by Government (September 1979). 

Name ofTDA Total Expendi- Percentage 
expenditure ture on of column 3 

administra- to column 
tion 

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

(ln lakhs of rupees) 

Chakradharpur 
Dantewada 
Kon ta 
Gunupur 
Parlakhemundi 
Keonjhar 
Balliguda 

213.99 
185.51 
229.45 
270.17 
265.37 
137.92 
107.37 

7. Land rc:c!amution and agriculture : 

23.65 11. l 
15 .11 8. 1 
18.12 7.9 
21.94 8 . 1 
20.40 7.8 
14 .94 10.8 
15.04 14.0 

7.1 Land reclamation.-Against a target of 14,470 acres for 
reclamation of land and distribution to identified participants, 
the 4 TDAs in Orissa reclaimed 14,154 acres by 31st March 1979 
and the cost of reclamation per acre amounted to Rs. 433 at 
Keonjhar, Rs. 536 at Gunupur, Rs. 611 at Parlakhemundi and 
Rs. 734 at Balliguda. At Balliguda, 556 acres were got reclaimed 
through a State Government company at the rate of Rs. 750 
per acre against Rs. 600 to Rs. 500 (up to 1976-77) per acre 
charged by the company to the State Government for the work. 
The consequential extra expenditure amounted to R s. 0.83 lakh. 

The following other points were also noticed in audit. 

' 

The land reclaimed at Parlakhemundi and Keonjhar 
included 119 acres (expenditure: Rs. 0.89 lakh) belonging 
to private parties which should not have been included in 
the scheme. 

Rupees l. 72 lakhs were also spent by the TOA, Keonjhar 
on ploughing, lining, levelling, etc. after initial reclama­
tion; this expenditure could have been avoided had the 
land been distributed immediately after reclamation. 

-

-
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Out of 14,154 acres reclaimed, 2,406 acres (expendi.ture: 
Rs. 14.55 lakhs) rema ined to be distributed (June 1979). 
G overnment stated (January 1980) that out of '.2,406 
acres, 1,48 1 acres had since been distributed; this could, 
however, not be verified in audit. 

The T OAs attributed the inability to make the a llotment 
to fai lure of eligible participants to raise adequate 
loans to meet 25 per cent of the cost of reclamat ion. 
H owever, in the case of TOA, 13alliguda, Governmeot 
approved (August 1979) grdnt o · I 00 per cent subsidy. 

The TOA, Parlakhemund i had no t so far (Septem ber 
1979) recovered from the participants Rs. 1.28 lakhs 
toward s their share of expenditu re on reclamation in 
respect o r land a lready di stributed. 

7.2 S cheme of sall'cti loan . - The TOA, Chakradharpur 
introd uced (1973-74) a scheme for advancing seeds known as 
sawai loan to the tribal fa rmers by creating a revolving fund o 
R s. I lakh and the recovery was to be effected from the farmers in 
kind with 25 per cent more quant ity. The scheme, however, did 
not work as expected due to ~hortfall in recovery of seeds and 
t heir inferio r quali ty. As on 3 1s:t March 1979, against a re­
covery demand for 3,095 qui ntals of seeds. o nly 1,701 q uintals 
had been recovered. Computed wi th refe rence to prevailing 
market rates (Rs. 90, R s. 130 and R s. 200 per qui ntal of paddy, 
wheat a nd gram respectively) the value of seed s due fo r recovery 
worked o ut to Rs. 1.73 lakhs. The TOA stated (April 1979) 
that as it had no field staff, it had to depend on the block level 
staff who were busy with other a ssignments a nd hence could not 
devote adequa te time for this scheme. 

7.3 Demo11stratio11.-In order to propagate new ideas, methods 
of cultivation, improved seeds, etc. the TOA, Chakradharpur spent 
Rs. 2.87 lakhs on 3,174 demonstrations reported to have been 
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c:ond ucted up to 3 1st Ma rch 1979. The registers ma inta ined by 
the Block Officers showed that not more than 2. 150 
sut:h demo nstrations had been conducted. Though the TDA 
attributed th? discrepancy to dem onstratio ns co nducted directly 
by the TOA, there were no reco rds to show such demo nstrations 
having been conducted. 

7.4 Treat111e11t nf Snil .- The action plan of the TOA , Chakra­
dharpur provided for treatment of 10,000 acres of land wit h lime 
at the ra te of Rs. 52 per acre with 75 per cent subsidy (a mou11t: 
Rs. 4.00 lakhs). The revised action plan prepa red in November 
1976 provided for the same subsidy of R s. 4 lakhs, but the area 
to be treated was reduced to 4,000 acres and the cost raised to 
Rs. I 00 per acre. The la nd actually t reated was I, 166 acres o nly at 
a cost of Rs. 2.20lakhs(a tthcrateo f Rs. 188 per a cre against the 
ceili ng o f R s. 100 per acre). The increase in cost had not been 
got :.ipproved by G overnment so far (April 1979). 

7.5 Co/f!!e pla11tatio11 .- T he TDAs, _G un upur and Pa ilakhe­
munc!i execu ted scheme~ of coffee pla ntations, which were intend­
ed ro benefit 300 triba l fami lieo, at a tota l cost of Rs. 6.63 lakhs 
withou t obtaining prior approval of G overnment. T he scheme 
at Gunupu r (cost: Rs. 5.78 lakhs) was later approved by Govern­
ment in November 1976 and in regard to that at Parlakhemundi, 
Govern ment observed (February 1976) that the cost should be 
borne by the State Government. 

The plantati on init ially d one (200 acres) at Gunupu r in 1972-
73 and 1973-74 at a cost of Rs. 1.51 lakhs fa iled tota lly as the 
work ha d been done wi thout proper planning ; the replantation 
done in 1974-75 (cost: Rs. 4.27 lakh£) was to have sta rted 
yield ing res ults from 1976-77. Government sta ted (January 
1980) that frui ting had sta rted over 50 acres of coffee plantation 
during J 979-80. 

At Parlakhemundi, plantation was do ne in 40 acres (cost: 
Rs. 0.85 la kh) against target of 200 acres, of which plantat ion in 
30 acres failed due to adve rse climatic conditions. T he T OA a lso 
incurred furthe r expenditure of R s. 0.20 lak h during 1977-78 
out of provision for horticulture. 

·­-
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No part or the la nd had been a llotted to any tribal fam ily 
by both the TD/\s o n the gro und that co ffee plantat io n needed 
con:.i<lerable c:ire, kill and high technical a tll.: ntion. The entire 
cxp.;nditure of R~ . 6.83 lakh$ o n coffee p la ntat ions was, thu~. o f 
nu benefit tu th.; tribal fam ilies. 

8. Horticulture : 

8 . I The TOA, Chakradharpur unde,.took during 1972-73 
to 1974-75 distributi o n of 1 .10 lakh fruit grafts at a cost of 
R s. I. 69 lakhs th rough executing agencies who were requi red to 
supervise the plantation , provide fertili ·ers, pesticides, technical 
gu idance, etc. It was not iced in audit that the executing agen­
cies had not p rod uced any record to indicate actua l distribu tio n 
o f the plantation grafts among the tribals. Accord ing to the 
TOA (April 1979) 40 per cent of trees p lanted (cost : R s. 0. 67 
lakh) were destroyed due to non-sterilisatio n o f beds, inade­
quate irrigation , lack of fenci ng and also being ea ten by white 
ants a nd an imals. · 

8 . 2 T he TDA , Gunupu r un<lcr to o k a scheme o f p lantation 
in 250 ac res o f dc\·a ~t '.!tcd a re:t to enable the t ri ba! to benefit 
from ir and sp~ nt Rs . 1.43 lak hs through 3 executing agencies. 
One agency rep:>rtcd (February 1979) a fter spending Rs. 0. 22 
bkh that plantati on in 19 o ut o f 6-l acres h:id fai led due to lack 
0 r wa~er su pply and defecti ve site. Th ough ma inten ance 
under the scheme. w:.i:. the responsibili ty of the St:ite Go vernment, 
t:1e fund~ released by the TDA in;:lud ed. in respect o f 2 agencies. 
Rs. 0 . 32 la kh for maintenance. 

R. 3 The TOA , Parlakhemundi undertook (Decem ber 1977) 
a sc1teme o f general horticulture act ivities and disb ursed Rs.7.96 
b kh 5 to 2 execut ing agencies for esta blishmen t o f 3 p rogeny 
o rcha rd s in 15 ac res of h nd a t a cost o f Rs. 8.75 lak hs. It was 
no ticed in a udi t th a t u p to Jun~ 1979. o nly Rs. I .38 la khs had 
been spent by the agenc ies, but no o rcha rd had been estab lished 
due to no n-avai labi li ty <'f land. The ex penditure incurred, in­
cl udcd Rs. 0. 88 lakh s pent o n general ho rticulture a nd R s. O. 50 
lakh o n rai sing seed li ngs of orange, g uava, b ichu coffee 
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a nd cotton in a private land of 1/2 acre taken on lease. Thus, 
t he expenditure of Rs. I . 38 Jakhs did not prove to be fruitfu l 
and the balance of Rs. 6. 58 lakhs was lying unspen t (June 1979) 
with the executing agencies. 

8. 4 T he action plan of the TOA, K eonjhar provided Rs. 4 
lakhs for coverage of 1,000 acres by pla ntation o f forest species, 
commercial crops and fruit bearing trees. The plantations were 
to be transferred to tribal gram panchayats or tri bat co-opera­
tives so as to confer rights over usufructs to t ribals. Although 
the ent ire provision of Rs. 4 lakhs was shown in the accounts 
as spent, plantation over 690 acres only was reported as achieved -
340 acres under fruit bearing trees and 350 acres under forest 
species. Of this again, coverage of 300 acres was on rehabil i­
tation of degraded forest at a cost of Rs. 0.59 lakh a lth ough 
there was no provision in the action plan for rehabilitation. 
Jn itial ly, t he TDA had turned down a scheme for rehabilitation 
of 200 acres proposed by the Divisiona l Forest Officer on the 
g round that no benefits would accrue to t ribals therefrom. The 
D ivisional Forest Officer commenced t he work and the TOA 
a lso released funds for the purpose from Novem ber 1975. No 
par t of the area covered had been made over (J une 1979) to any 
triba l gram panchayat or tribal co-opera tive. Government 
slated (January J 980) that the question of giving usufructory 
rights on the plantations to the tribals was under their active 
consideration. 

9. Anim ii Husbandry : 

9. I The TDA, Chakradharpur constructed (1 972-73 to 
1974-75) 75 poultry houses (target- 120) on r·e11t per ce11t basis, 
supplied 6,790 birds to the farmers a nd provided poultry feed 
free of cost for 3 month s. The total expenditure incurred a mo­
u nted to Rs. 2.23 lakhs. The scheme, however. fa iled due to 
apathy of tribals towards poultry keeping and the bird s were 
either d isposed of by farmers or faced mortal ity on acco unt of 
no n- feeding of bala nced diet. The scheme was, thereafter 
withdra wn from opera tion fro m December 1975. 

-
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9. 2 T he TOA, D antewada establ ished 19 poult ry units 
(cost : R s. l . 02 lakhs) with 1,877 birds o f which only one unit 
with 95 birds was in existence on 3 lst M arch 1979. T he TOA 
stated (May 1979) tha t the scheme was nol successful as the tri­
ba ls did not take interest in scientific and sophisticated way of 
po ul try keeping. 

9. 3 D uring 1974-75, 12 poultry units with 1,178 bi rds were 
c tabli ~hcd in 3 vi llages in K onta project area a t a total cost of 
R s. 0 . 60 lakh. The scheme, however, was fo und uneconomical 
due to high cost of feed, lack of market ing facilities, damage in 
tra nsportation of eggs and inabili ty of the tribals to run the 
uni ts. 

Thus, the above scheme on which Rs. 3. 85 lakhs were 
spen t by the 3 TDAs proved a fai lure. 

9. 4 T he establishment of a small milk unit with each of the 
selected tribal farmers was taken up for execution by the TO A, 
K onta with subsidy o f 50 per cent of cost. Up to February 
1978, expendi ture of Rs. 0 .46 lakh wa~ incurred on purchase 
of 17 cows a ndi2 buffaloes, construction of shed and cattle feed. 
Out of 19 animals, one was supp lied (July 1977) to one bene­
ficiary and 5 died before distribution. T he remaining animals 
were not distri buted as the beneficia ries declined to take posses­
sion of the animals and a model mi lk un it was run by the TDA 
itself by undertaking repayment of the loans raised by the far­
mers. Loan of Rs. 7,400 (out of R s. 0 .30 lakh) was repaid till 
Februa ry 1979 from the sale proceeds of the dairy. Thus, the 
running of the model uni t by the TOA at a cost of Rs. 0. 46 
lak h did not serve the main purpose of the scheme. 

10. Minor Irrigation : 

IO. I Thirty-fou r minor 1rngation projects were taken up 
for execution by the TDAs a t Gunupur (7), Parla kbemundi (17), 
Keonjhar (8) and Balliguda (2) at an estimated cost of Rs. 110. 96 
lak hs to provide irrigation for 9,497~acres o f land during the project 
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peri od ended 30th June 1979. Up to March 1979, a to tal ex._ 
pendilure o f R~. 89 .1 4 lakhs had been incurred, 21 projects 
com pleLed a nd a11 area of3,12 1 acres (30 per cent ) covered. Jn 
a test-check in audit of the records of the TDAs, it was noticed 
that a lt hough :~ .c~rding to Government orders, no new \\"O rk 
sho uld have been taken up, if it could not be completed by Sep­
t ember 1978, 13 Ol t of lhe 34 projects rema ined inco mplete 
(amount released: Rs. 46 . 52 Jakhs) even on 3 Jst Ma rch 1979. 
Out of t hese 13 proj..:..:ts, 4 (amo unt released: Rs. 16.34 lakh) 
commenced only in March 1979 a nd one (amount relea~ed : 
R s. 6.6 1 la khs) sti ll remai ned lo be commenced even by June 
1979 when the TOA was wo und up. 

10. 2 A minor irrigation project at Dukum was approved 
fo r executi on in January 1979 by the TDA, Gunupur wil h the 
techn ical sanction (December 1978) of tbe Superintending Engi­
neer, a lthough in January 1977, it was rejected by Lhe State Chief 
Engineer a s it would be eventuall y submerged by Leelabadi 
medium irri gation project. Expenditure incurred till March 
1979 amounted to Rs. 0.47 lakh out of Rs. 4 .94 lakhs paid in 
January 1979 to the Exeeutive Engineer by the TDA ; the balance 
of Rs. 4 . 4 7 la khs was lying (M a rch 1979) unspent with the Exe­
c utive Engi neer. 

10 .3 The TDA, Gunupur app roved (February 1979) execu­
tion of Putta minor irrigation project at a cost of Rs. 6.61 
la khs though the cost-benefit ratio of the project was assessed 
at (l : I .09) against the minimum cost-benefit ratio of I : 1 .15 
prescribed by G overnme nt; no specia l relaxatio n of Government 
was obtained for this purpose . Although the accounts of the 
TOA showed an expenditure o f Rs. 6 . 61 lakhs for the project 
up to March 1979, only R s. 3 lakhs had been paid ~February 

1979) to the Executi ve Enginee r for execution of the project 
a nd bank drafts for Rs. 3.61 lakhs drawn (March 1979) in 
favo ur of the Executive Engineer were still (June 1979) lying 
with the TOA. The records of the Executive Engineer revealed 
that Rs. O. 29 lakh only had been spent (March 1979) out of 
Rs. 3 lakhs and that too on cost of land acquired fer. another 

-
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project. Thus, although R s. 6. 61 lakhs were accounted for as 
expenditure on the project, no a mount was actually spent on 
the project. 

1 O .4 The TOA, Keonjhar undertook (February 1977) im­
provement of 3 minor irrigatio n projects a t an e~timated co~ t 

of Rs. 0 .43 lakh and inc.urred expenditure of Rs. 0. 33 Jah h 
(April 1977). The wo rk done in 2 of them (expenditure : Rs. 
0.28 lakh) was washed aw~.y during rain immediately aft.er com­
pletion (Apri l 1977) and the third \\·as abandoned after spending 
Rs . 0.05 lakh in June 1977 due to inability to stop percolation 
of water. The expenditu re of R s. 0.33 lakh thus proved to be 
infructuous. The lo:.s was attributed (June 1979) by the Execu­
tive Engineer to defective des ign and execution. 

10 . 5 The TD As at Gunupur, Parlakhemundi and K eonjhar 
undertook 26 lift irrigation pr jects at an estimated co~t of 
Rs. 37. 74 lakh s and pent Rs. 30 . 97 lakhs up to March J 979 and 
completed 24 projects ~March 1979). Against a target of 4.455 
acres, the area actually irrigated was only 893 acres and the low 
uti l isat ion was attributed by Gove rnment (January 1980) to 
combination of several factors I ike non-completion of distribu­
t ion channels, frequent power fa il ure, refoctance of the tricals 
to pay water rates and to use water during kharif. 

10. 6 The TDAs at Gunupur and Parlakhemundi released 
Rs. 1.76 lakhs during 1973-74 for construction of 5 wate r 
harvesting structures to provide irrigation to re c laimed land ~ . Two 
structures taken up for execution for TDA, Gunupur (cost : 
Rs. 0.69 lakl1) were abandoned as in one case, the lands to be 
irrigated were at a higher level a nd in the other, no water could 
be stored due to the peculiarity in the bed of the reservoir. Work 
on the structures taken up for the TDA, Parlakhemundi was 
stopped in May 1974 after incurring an expenditure of Rs. O .15 
lakh and the balance of Rs. 0. 92 Jakh was diverted for other 
recla matio n wc rks. Thus, the entire expenditure o f R . O. 84 
Iakb did not serve the intended purpose . Government, however, 
stated (January 1980) that the structures (partially executed) 
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served other purposes l ike protection of adjoining guf!icd land , 
prevention of erosion and sand casting. 

10 .7 Under the scheme approved tJan uary 1972) for the 
TDA, Dantewada, only flo w irrigation at a n estimated cost not 
exceeding Rs. 2 lakhs was to be taken up after proper .investi ­
gation. However, 4 works relating tc l ift irrigation scheme 
were taken up (January 1975 and August 1975) without prior 
a pproval. An expenditure of Rs. 12.62 Jakh had been incurred 
upto 31st March 1979 ; the works were sti ll (September 1979) 
incomplete. 

J 1. Co-operation. : 

11 . l A test-check in audit {March-Ap1 ii 1979) o f the records 
of the TDAs at Chakradharpur, Gunupur, Parlakhemundi, 
K eonjha r and Bail iguda discl0scd that a sum of Rs. 24.94 Jakhs 
advanced in 11 cases was overdue for recovery (excluding inte­
rest) from co-operative societ ies \\·hich had been given (till March 
1979) funds (Rs. 54. 71 lakhs) by the TD As for implementation 
of various progremmes. This included a kan of R s. 3 .60 lakhs 
paid by the TDA, Chakradharpur to a co-operative bank as 
"non-overdue" cover advance to enable the bank to advance 
funds to the co-operative societies for assisting the tribal pa1 ti­
cipants. No loan was advanced to any tribal by the societies 

[and the bank was not willing to repay it as it stated that it 
had disbursed the funds t o the co-operative societ ies wbjch de­
nied receipt of any money from the bank. Thus, the very pur­
pose of the loan (Rs. 3. 60 lakhs) was not served and its end­
use was not known. 

11 .2 Price fluctuation subsidy.-One of the no rmal conces­
sions allowed to co-operat ive marketing institutions, ''hich re­
ceived ways and means advances, was a contribution to the price 
fluctuation fund of the institutions at 5 per cent of the turnover 
on minor forest produce collected from the tribals in the project 
area. The following irregularities were noticed in te~t-ched:: 

in audit in regard to such contributions made by the TDAs. 

In the TDA, Ba lliguda subsidies totalling Rs. 1 .24 
lakhs were paid during 1974-75 and 1975-76 on turncver 
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of agricultural produce like paddy, rice, ragi and pulses 
which do not come under the category of minor forest 
produce. 

Subsidy of Rs. 3. 53 lakhs was paid to 2 societies by the 
TDA, Keonjhar (Rs. 0 .83 lakhin 1975-76 and 1977-78) 
and the TDA, Parlakhemundi (Rs. 2 . 70 Jakhs in Decem­
ber 1974) wi th reference to the gross turnover of the co­
operatives on forest produce without ascertaining the 
component pertaining exclusively to procurement from 
tribals only. 

11.3 The scheme of assistance to co-operatives provided 
for payment of subsidy at 25 per cent cf the cost of construction 
of godowns. A test-check in audit disclosed that the TDA, 
Keonjhar released Rs. 0 .48 lakh in February 1979 in favour 
of 3 co-operative societies for construction of 3 godowns. Ac­
cording to the TDA (June 1979), construction of the godowns 
had not been commenced even up to June 1979 and finalisation 
of plans and estimates was still (June 1979) awaited. 

12. Communication .-In a test-check in audit of some of the 
road works taken up for execution, the following points were 
noticed . 

12.1 Improvement of Kicliling Kainpur Road.-Tn Parla­
khemundi area, Rs. 4. 05 lakhs were released by the TDA to 
the Executive Engineer, Rural Engineering Organisation in 2 
instalments (Rs. 1 .50 lakhs in 1972-73 and Rs. 2.55 Iakhs in 
1974-75) for improvement of Kich!ing Kainpur Road (8 kms.) 
estimated to cost Rs. 4 .43 lakhs. Although the improvement 
work was commenced in 1972 and Rs. 4. 22 la khs had been shown 
as spent out of the TDA funds, work on only 6 kms. was shown 
to have been completed by October 1976 leaving a length of 2 
kms. in ghat portion due to which the road completed on either­
side thereof could not be put to use for through traffic. Thus, the 
expenditure of Rs. 4.22 lakhs had not served the intended object. 

12. 2 Poklzaribandh Mahangiri Road.-In Balliguda area, 
Rs. 3 .15 lakhs were placed (Rs. 1 lakh in 1976-77 and Rs. 2 . 15 

S/l AGCR/79-15 
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lakhs in 1977-78) by the TOA at the disposal of the Phulbani 
Roads and Buildingspivision:for construction of Pokharibandh 
Mahangiri Road . Although Rs. 3 . 15 lakhs were spent, out of 
5-1/2 kms. of road length, only 2 kms. were stated to have become 
motorable. In the remaining 3-1/2 kms. of road length, although 
2 hairpin bends had been wicAened, metalling the road and provi­
sions of cross drainage works were yet to be undertaken. In 
February 1979, the division indicated to the IDA the total require­
ment of Rs. 14. 35 lakbs for completion of the work. Further 
developments were awaited (June 1979). The investment (of 
Rs. 3 . 15 lakhs had not served (June , 1979) tbe intended object as 
the road remained uncommunicable pending completion of 
work on major port ion thereof. 

12 . 3 Improvement to Subarnagiri Budaguda Road.-On 
the basis of an estimate of Rs. 7 .49 lakhs technically sanctioned 
for improvement to Subarnagiri Budaguda Road and ali;o adminis­
tratively approved by the TOA, Rs. 7.49 lakbs were placed at the 
disposal of the Executive Engineer, Rural Engineering Division, 
Phulbani in instalments during 1974-75 (Rs. 1 lakh), 1975-76 
(Rs. 4 .50 lakhs) and 1976-77 (Rs. 1.99 lakhs). Rupees 7.39 
lakhs were spent up to March 1979, but the work was incomplete 
pending further improvement to ghat portion over a length of 
4 kms. for which additional funds of Rs. 4 lakhs were asked for 
from the TOA. Since no communication was possible pending 
improvement to the ghat portion, the investment of Rs. 7.39 lakhs 
had not achieved the intended purpose so far (March 1979). 

13. Miscel/':Jneous : 

13 . 1 The TOA, Gunupur invested Rs. 1 . OO~lakh in a co­
operative society for establishment of a rope and mat making 
unit at Muniguda. The unit was expected to provide direct 
employment for 20 to 30 tribals and indirect employment for 100 
tribals. The unit started in 1973-74, continued in a rented buil­
ding up to December 1977 a,nd shifted to the regular factory buil­
ding in January 1978. Even after 5 years of its commencement, it 
bad only 6 workers against the target of 30 tribals to be employed 
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and production of mat making had not been commenced till June 
1979. According to the Project Director (November 1977), the 
materials available locally had been already leased out to private 
firms on long term basis from 1977-78. The loss incurred on 
operations during 1977-78 and 1978-79 aggregated to Rs. 0.17 

lakh (including shortages of Rs. 0. 04 lakb of materia ls noticed) 
reportedly due to non-sale of finished goods produced. The 
investment of R s. 1 lakh since I 974 had, thus, not yielded the 
desired results. 

13 . 2 The TDA, Chakradharpur established two tassar train­
ing centres, two rope making centres, one carpentry training centre 
and one wool weaving training centre during December 1974 to 
January 1977 a t various places in the project area. Training was 
imparted to tribals for 6 months in tassar and carpentry trade and 
for 3 months in rope making. 

From inception to March 1979, 515 persons bad been trained 
at a cost of Rs. 3. 20 Iakhs. The action plan provided fo r payment 
of a working capital of R s. 0.10 lakh per society to be formed by 
the trained persons; no such society had yet (June 1979) been 
formed. T here was also no programme for providing the trained 
tribals with employment with the result that the trained persons 
were without work. The entire expenditure of Rs. 3 .20 lakhs 
had, thus, not proved fruitful. 

13. 3 With a view to providing research support of economi­
cally viable technology for rainfed upland and high altitude 
regions of Koraput and G anjam districts, an outlay of Rs. 1 O 
lakhs was earmarked for establishment of a rcasearch sub-station 
by the Central Rice Research Institute(CRRI), Cuttack at Simili­
guda (District Koraput) to take up research on upland paddy and 
ragi. A sum of Rs. 6 lakbs was released (1976-77) by the 2 TDAs, 
Gunupur (Rs. 4 Jakhs) and Parlakhemundi (Rs. 2 lakhs). The 
expenditure incurred by the CRRI to end of M arch 1979 was 
Rs. 4 68 lakhs. It included Rs. 0 . 96 lakh towards cost of2 buses 
purchased in August 1978 of which only one was put to use at 
.Similiguda and the other was retained at Cuttack. Neither of the 



220 

TDAs bad received any reports on the results of the research' 
conducted for implementation in the project a rea . According to 
the field scientist in charge, Simi liguda. slow progress was due to 
non-availability of basic equipment such as power tillers, water 
lift pumps, grain moisture tester, non-posting of field staff and lack 
of residential accommodation, vehicles, etc. The programme 
remained u nprod uctiv~ although an investment of Rs. 4.68 lakhs 
had been made. 

13 .4 To provide electricity to the fields of tri bal farmers for 
energisation of pumping sets and establishment of rural industries 
etc., the Sanctioning Committee, in anticipation of suqmission of 
project report on the scheme, decided (April 1973) that the TDAs, 
Dantewada and Konta would bear one third of the cost of the 
scheme subject to a maximum of Rs. 25 lakhs (for both). The 
2 TDAs deposited (1973-74) R s. 25 lakhs in advance with the 
State Electricity Board. Rupees 58. 76 lakhs had been spent 
(January 1979), but the work had not been completed and only 
four pumping sets had been energised. 

The funds of the TD As amounting to R s. 25 lakhs (their share 
to the expenditure incurred on above works out to Rs. 19. 59 
lakhs) had remained blocked for over 5 years without the intended 
benefit reaching the tribals. 

14. Termination of operations : 

14. I The TDAs having been created for a specified object 
to be achieved within a scheduled date, Government had decided 
(July 1976) that no new work, which would not be completed by· 
September 1978, should be taken up so as to ensure that during the 
project period actual benefit be extended to the eligible partici­
pants. Despite this decision, many new works were sanctioned 
and taken up for execution even as late as March 1979. (Please 
see sub ·paragraphs 10 . 1, 10. 2, I 0. 3 and l l. 3). At the time of 
closure (June/September 1979) of the programme, there were 
98 works in progress in the TDAs at Srikakulam, Gunupur, 
Parlakhemundi, Balliguda, Dantewada and Konta on which a 
total expenditure of R s. 476. 50 lakhs (S.:ptcmbcr 1979) had beeo 
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focurred, but benefits had_~10t accrued to the identified participants. 
Although the Ministry of Rural Reconstruction considered 
(September 1978) that the responsibili ty for completion of these 
works would be taken over by the Ministry of Home Affairs 
and issued instructions to that effect, the latter Ministry had re­
ported to the forme r in March 1979 tha t no allocations bad been 
made in the budget of J 979-80 for n~eeting the continued liabi lities 
of the TOA programme. In respect of incomplete works in the 
TOAs in Orissa, Governmen t stated (January L980) that the 
State Government had decided to complete the same from its own 
resources and hence the assets and liabi lities bad been trans­
ferred to them. 

14. 2 It was seen in audit that an evaluation of the implemen­
tation of the 6 projects started in the Fourth Five Year Plan had 
been carried out by the Agro-Economic Research Centres and the 
evaluat ion reports had been submitted during 1976 and 1977. 
According to these reports, the projects bad more or less been 
successful in inducing the desired response from tribals, State 
G overnments, etc., but there had been some organisational 
·deficiencies as a result of which the schemes had not progressed 
to the desired extent. These deficiencies were stated to have been 

::llll( identified and remedial measures were contemplated. The 
Mini stry of Rural Reconstruction stated (January 1980) that one 

.,. more project bad also been recently evaluated, but that its evalua­
tion report had not yet been finalised. The Ministry added that 
a part from the above independent evaluation study of the imple­
mentation of the TOA Programme, no general evaluation of the 
programme showing its overall impact on the tribals in general in 
regard to literacy, improvement in sanitation, living conditions, 
-etc. had been made by the department as these welfare aspects 
were not covered under the programme. 

15. Summing 11p.-The following are the main points that emerge : 

Though the IDAs bad reported utilisat ion of Rs. 14 .63 
crores out of Rs. 17.38 crores received by them, it included 
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advances released to executing agencies without their 
actual utilisation in respect of several schemes. 

The basic records of identified participants had not 
been properly kept and though the TDAs reported that 
benefit had been extended to 4. 11 lakh participants, 
they had maintained no records for the purpose. 

In 30 sectors, provision of Rs. 399 . 56 lakhs had been uti­
lised to the extent of Rs. 208. 98 lakhs only. On the 
other hand, several unapproved schemes and works were 
undertaken for execution. The expenditure on adminis­
tration was in excess of the prescribed ceiling. 

Several schemes like land reclamation, sawai loan, 
demonstration, training centres, research support, electri­
fication, etc. (expenditure : Rs. 53. 62 lakhs) were under­
taken, but no benefit accrued to the tribals. 

Some of the schemes failed due to defective planning/ 
execution, e.g. non-sterilisation of beds and inadequate 
irrigation, lack of provision for watering, non-availability 
of land, etc. Some schemes like poultry, milk dairy were 
taken up though the tribals had no interest in them and 
consequently, they failed. After taking up scheme of 
coffee plantation for benefit of tribals, it was realised that 
they would not be able to take care of the plantations 
and they were not handed over to them (expenditure on 
these items amounted to Rs. 15.44 lakhs in the instances. 
cited). 

Out of investment of Rs. 54. 71 lakhs in co-operation' 
sector, Rs. 24. 94 lakhs were over-due for recovery. 

The TDAs having been created for a specified period, no 
scheme that could not be implemented by September 
1978 should have been undertaken. However, many 
new schemes were taken up even after September 1978 
and . 98 works with an investment of Rs. 476. 50 lakhs. 

-
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were incomplete up to September 1979. Alternate arrange­
ments for their completion had not been finalised and no 
provision therefor was also made in the budget of 1979-80. 

No general evaluation of the programme showing its 
overall impact on the tribals in general in regard to literacy, 
improvement in sanitation, living conditions, etc. had 
been made by the department. 

MINISTRY OF SHIPPING and TRANSPORT 

(Transport Wing) 

36. Calcutta Port Trust 

1. Introductory 

1 .1 The Calcutta Port complex which at present comprises 
Calcutta dock system, riverside jetties and moorings in 
Calcutta and Buj Buj, Haldia dock system and oil jetty at 
Haldia has been one of the major ports in India for more 
than a century. The administration of the port is now vested 
in a Board of Trustees constituted by Government under section 
3 of the Major Port Trusts Act, 1963. 

1.2 During the first three Plan periods, development expendi­
ture amounting to Rs. 45 . 15 crores (excluding debt charges) 
was incurred by the Port Trust mostly on modernising the equip­
ment in addition to building 2 general cargo berths inside the 
dock. As the continued siltation in the river Hooghly had re­
duced the navigable depth, a barrage across the river at Farakka 
(conceived in 1961) was constructed at a cost of Rs.62 . 70 crores 
by 1974-75 to ensure regular head water flow into the river through­
out the year and to increase and maintain the river depth. A 
team of experts set up by Government estimated (1965) a total 
traffic of 19 .4 million tonnes for Calcutta Haldia complex by 
1970-71. To meet this need and to attract ships of big size, it 
was decided in 1965 to establish a new port at Haldia nearer the 
sea with modem facilities to be completed in 1970-71 at an esti­
mated cost of Rs. 36 .92 crores; it was completed at a 
cost of Rs. 203. 81 crores and opened to traffic in Februacy 1977, 
though a river side oil jetty at Haldia started functioning 
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from August 1968 itself. At the beginning of the Fourth Plan 
per iod the handling capacity of the Calcutta Port complex had 
heen increased to 15 million tonnes (Calcutta (12 . 5), Haldia 
(2. 5)]; it was 22. 58 million tonnes in 1978-79. 

2. Fin.mce, accounts and audit 

2. I A s·.imm1ry of the capital and revenue account of the 
Port Trust for the 5 years I 974-75 to 1978-79 is given below :-

, 
1974-75 1975-76 1976-77 1977-78 1978-79 

(In crorcs of rnpecs) 
Assets at tl1e end of each year 

1. Capita l assets at cost inclu-
ding works-in-progress 241.88 280.05 329.98 362.32 322.09 

2. Deferred charges 
3.Investments 
4. Current as~ets 
5. Uncovered revenue deficit 

B. Liabilities at the end of each 
year 

I. Capital debts 
2. Current liabilities 
3. Depreciation of capital assets 
4. Reserve and surplus 

Revenue and expenditure 

Revenue income for tbe year 

Revenue expenditure for the year 

(i) Cost of rendering services 

1.40 
14. 86 
23.54 

1. 36 
14.57 
33.12 

1. 34 
14. 42 
40.57 

t. 31 
14. 89 
60.06 

62.64 
16.02 
71.10 

36.16 26.04 19.69 26 .68 29.43 

317.84 355. 14 406.00 465.26 501.28 

194. 72 225.17 265.66 291.88 306.33 
45.75 50.73 57.02 81.99 94.73 
47.90 50.38 50.88 55.79 61.29 
29.47 28.86 32.44 35. 60 38.93 

317.84 355. 14 406.00 465.26 501 .28 

42.14 55.68 59. 16 59.33 71 .46 

38.31 39. 16 ~9.40 49.76 44 . 57 

(ii) Management & general ad-
ministration 3. 69 4. I 0 4 .42 5.92 13.71 

(iii) F inancial & miscellaneous 
expenditure 6. 26 I 0 . 75 11 . 82 9.38 16.37 

Total of (i), (ii), (iii) 

Net surplus ( + ) 

Net deficit(-) 

48.26 54.01 55.64 65 .06 74.65 

-6.12 + 1. 67 +3.52 -5.73 - 3.19 
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2.2 Commencing from l965-66, the revenue.account of the Port 
Trust showed sizable deficit (Rs. 47. J 6 crores) for JO years con­
secutively. To implement the reco mmendat ions of the Commission 
on Major Poi ts (June 1970) tha t the Port Trusts should ach ieve 
an annual rate of return of J 2 per cent on capital employed , the 
port charges were revised upwards on severa l occasions (9 times 
d uring 1974-75 to 1978-79). As a resull , the revenue 2..cco unt 
showed a total net surplus of Rs. 5.1 9 crores for the yea r 1975-76 
and 1976-77, but thereafterthere were aga in deficits dming 1977-78 
a nd 1978-79 aggregating Rs. 8 .92 c rores. The retu rn achie\'cd 
with reference to capital employed worked out to ( + ) 4 . 27, 
(+ )9 .08,(- )4 .55and(- )2.4G per cent respectively during tbc 
4 years 1975-76 to 1978-79. In computin g the fi nancial results, 
the progressive loss o f the Port Trust had been understated 
to the extent of Rs. 28 . 98 crores as a resul t of diver~ion of pro­
vision made for depreciation to provision for (i) repayment of 
loans (Rs. 13. 18 crores) and (ii) general sinking fund (Rs. l 5.80 
crores); these provisions were to have been made directly from 
the revenues accordin g to the Act. 

2.3 Till March 1979, the Port Trust had defaulted in payment 
of debt charges amounting to Rs. 22 . 95 crores for W:.!.nt of ade­
quate return. Further, as and when necessity aro:.c, the Port 
Trust obtained ways and means loans from Govern ment which 
a mounted to R s. 13 crores in 1977-78 and Rs. 4.~0c1 c·1os in 
1978-79. 

2. 4 The aggregate operating results c f the various :--.ctivitics 
of the Port Trust for tbe 5 years J 974-75 to I 978-79 <.'.re shown 
bel ow :-

Revenue Revenue Surplus( + ) 
income expenditure Deticil{-) 

(fn Jakhs of rupees) 

1. Cargo handling and storage 13,555 .37 8.125 . N ( + )5,429 . 53 

2. Port and dock services 8,757 .03 8,988. 70 (-)231. 67 

3. Port railway 2,103 .43 3,1 36. 85 (-)1,033 .42 

4. Estate management 1,897 .96 868. 67 ( + )J ,029 . ::9 
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It would appear from the above table that while the Port 
Trust had surplus in cargo handling and storage and estate 
management, it had deficits in pert and dock services and.parti­
cularly in port railway. 

2. 5 The Port Trust maintains its accounts and~prepares its 
annual statement of accounts including balance sheet in the form 
prescribed by Government in consultation with the Comptroller 
and Auditor General of India. The accounts arc audited by the 
Comptroller and Auditor General of India and the audited ac­
counts together with the report thereon are forwarded:to Govern­
ment for being laid before both the Houses of Parliament. 
3. Troffic handled 

3. 1 In 1964-65, the traffic handled at the port was 11.06 
million tonnes t23 per cent of the total traffic of 48. 19 million 
tonnes bandied at all the ports together). Thereafter, the volume 
of traffic handled had steadily declined and it was only 7 . 55 
million tonnes (against capacity: 22 . 58 million tonnes) against 
total traffic of 66. 55 million tcnnes in all ports in 1977-78 (i.e. 11 
per cent). TI1e t raffic in Calcutta docks (i.e. after excluding traffic 
at Haldia which w2S opened to traffic in February 1977) stood at 
4. 13 million tonnes in 1978-79 as against 11 . 06 million tonn~ in 
1964-65. Further, the number of ships that called at the port 
during the year was 938 (coastal 165, foreign 773) as against 1,807 
(coastal 568, foreign 1,239) in 1964-65, showing a marked decline. 

3. 2 A summary of the main items of cargo traffic handled 
during 1974-75 to 1978-79 is given below :-
Year Petro- Iron Coal Ferti- Food- Other Total 

(1) 

1974-75 
1975-76 
1976-77 
1977-78 

1978-79 

leum ore Users grains dry 
products iaclu- cargo 

ding raw 
materials 

(ln million tonnes) 
(2) (3) (4) (S) (6) (7) 

2.28 0 . 11 0.90 0.49 1.12 2.64 
2.89 0.12 0 .92 0.40 1.09 2 .28 
3.06 0.81 0 .43 1.03 2 .69 
3 .41 0.13 1.03 0 .40 0.11 2.47 

(3 .30) (1. 75) (1 . 55) (0. 50) (0 .60) (2. 80) 
3.91 0 . 10 0 .80 0 . 69 0.06 2.42 

(8) 
1 . S<I-
7 .70 
8.02 
7.55 

(10. 50) 
7 .98 

(3 . 30) (l. 50) (1.45) (0 .50) (0 .15) (3.30) (10.20) 
(Figures in brackets indicate t11e figJres o f budgeted traffic for the 

2 years) 

r 
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lt would appear from the above table that the traffic actually 
handled in various commodities substantially varied from the 
budgeted traffic in 1977-78 and 1978-79 and the actua l traffic 
was only about 75 per cent of the estimated traffic. One 
of the main reasons for the declining trend in the traffic had been 
the loss in draft available in the river Hooghly. Whereas in 
1938-39, the maximum and minimum drafr available were 30 
feet and 22 . 5 feet respectively with a dra ft of 26 feet and above 
for 273 days, t11e corresponding figures in 1978-79 were only 28. 5 
feet and 18 .05 feet respectively with a draft of 26 feet and above 

for 49 days . 

3. 3 Apart from the Farakka Barrage Project, other schemes 
taken up for execution to increase the navigability of the river 
Hooghly were (a) river training and protective works above and 
below Diamond Harbour, and (b) dredging of the channels 
leading to Haldia:with a view to deepening it to have a draft of 
40 feet for at leait 320 days a year by 1980. 

3. 3. 1 The river t raining and prot.ective works above the 
D iamond Harbour undertaken between 1966-67 and 1978-79 at 

·a cost of Rs. 11 . 80 crores, reinforced by assured supply of upland 
water from the Farakka Barrage Project, led to some improvement 
in the maintenance of navigability of the shipping channel u p to 
Diamond Harbour. The work was still in progress (December 
1979). 

3. 3. 2 The main objectives of the river training and protective 
works below Diamond Harbour, under taken at an estimated 
cost of Rs. 14 . 85 crores (revised to Rs. 12. 17 crores in April 
1978 for part of the works originally estimated to cost Rs. 5. 58 
crorcs) were to prevent excessive siltation, to bring stability in 
the channel and to control properly the major changes in the 
river behaviour. These works, which were taken up in phases 
from 1970, were scheduled to be completed by 1978. In the 
first revised estimate of April 1978, the scheduled date of comple­
tion was deferred to March 1983. By March 1979, Rs. 6.91 
crores had been spent on these works. As a part of this work, 
the closure of a secondary channel was taken up and partially 
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·completed up to 3 metres below datum by 1976 (expenditure : 
Rs. 3 · crores). This resulted in improvement of draft in the 
shipping channel by 1 . 5 metres as more water could be diverted 
to the channel. Despite the encouraging results, the work of 
-complete closure of the secondary channel was not taken up till 
March 1979 rep0rtedly owing to financial constraints. The work 
completed in J 976 had not also been maintained for want of 
funds, thus, endangering even the benefits a lready achieved at a. 
.cost o f Rs. 3 .0 crores. 

3.3.3 The work of dredging of the shipping channel leading 
to Haldia was initially (July 1971) planned to lift 59.5 million 
cubic metres of spoi ls during J 971 to 1980. However, due to 
deterio ration of the estuary and increase in the designed width 
of the channel from 1,000 feet to I ,500 feet in the inner estuary 
and 2,000 fee t in the outer estuary, tl~e quantity to be dredged 
mcreascd tc 69 mi llion cubic metres in June 1973; in January 
1978, the quantity further increased to 76 miUion cubic metres 
to provide for greater under-keel clearance fer ~Hfe navigation . 
In the revised e stimates, no~ provision for re-shoDLing was made. 
The estimated co~t of the work was corrcspondi11gly revised from 
Rs. 12 .5 crores in May 1973 to Rs. 31 .26 crores in June 1973 
and Rs. 60. 19 crores in January 1978: an expenditure of 
Rs. 43 .07 crores had been incurred till March 1979. 

The actual qi1antity dredged up to Ma rch 1979 was 90.16 
million cubic metres, of which 78 . 83 million cubic metres were 
dredged in the inner estuary. Though the quant ity d redged 
in the inner estuary w:ts more tha n twice the estim~tcu quantity 
(37 . 56 million cubic 1111;tres), the draft achieved was only 29 feet 
in 1978-79 fo r 221 days against d raft or 35 feet anticipated 
by 1975 and 40 feet by 1980 for :1.t least 320 days. The ~hortfall 
in achieving the desired leve l of draft was attribut.:-d (January 
1978) to : 

shoaling in the lower Haldia and upper Jcelingham 
channels due to morphological changes; 

lack of e!Tective measures of d redging tine to absence o f 
suitable clumping gro uncl ; 

-
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use of Blac. k point :is dumping point of spoils ; and 

delay in comm issioning of the second esturian dredger 
"Mahaganga". 

In this connection the following points were noticed in test-check 
in audit. 

(i) On the basis of hydrological studies, 4 du mping grounds 
fo r free dumping in the estua1 y were considered sui table 
fo r depositing the d redged spoils. Out o f the 4 points, 
the nearest one which was capable of absorbing 1. 6 
million cubic metres of dredged spoils was ·selected with 
a view to decreasing the turn round time of the dredgers. 
It was also expected that the spoi ls dumped would 
be carried away into the sea. Jn practice, this was the 
only ground uti lised fo r dumping and 50 .48 million cubic 
metres were dumped at this site up to March 1979. The 
excess dumping at one site resulted in heavy reshoaling; 
the incidence of reshoaling, which was estimated at 25 
per cent in 1970-71, actually rose to 50 per cent in 1972 
and varied from 59 to 91 per cent during 1973-74 to 1977-
78. Although heavy resboaling was noticed at the 
nearest point, dumping was continued to be made at 
this point and not at the other 3 points to decrease the. 
turn round time of tbe dredgers. 

(ii) In order to arrest this heavy recirculation of dredged 
spoils, the Port Trust formulated (December 1975) a 
scheme for dumping the spoils on shore without greatly 
affecting the turn round t ime of the dredgers. However, 
up to March 1979, 0. 58 million cubic metr1;;s of spoils 
were only dumrcd on shore. 

(iii) D0spite expenditure of R s. 6 1. 78 crores on various river 
t raining wcrks and dredging up to March 1.979, the desired 
level of draft (35 feet in 1975 and 40 feet by 1980) could 
not be achieved in the shipping channel for Haldia pre-
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venting the Haldia port from attract ing big size ships fo r 
which it was designed. Further, the oil jetty at Haldia 
completed in August 1968 had been designed to accommo­
date super tankers with overall length of approximately 
820 feet. The draft restriction, however, prevented the 
super tanker from arriving at Haldia with full load. 
Consequently, the Indian Oil Corporation incurred extra 
expenditure estimated at Rs. 6 .43 crores during April 
1974 to May 1976 towards dead freight of the tankers 
which came to Haldia with half load only. 

3 .4 The ma7'imum bed level in the oil jetty area at Haldia 
had been ~ssumed at 12 .19 metres below the datum-line 
at the time of the construction of the jetty and piles driven to a 
depth of 22 metres. Opposite the jetty at Nayachara, as part of 
river training: works to enable more water to flow through the 
Haldia channel, spurs were constructed. There was changed 
angle flow with increased velocity at the oil jetty and scouring 
took place in and around the piles with the result that the bed 
Jevcl went down to 20 metres below the datum-line by 
July 1978. The port.authori ties observed(July I978)_that overacting 
of the spurs and tbe location of the jetty on the concave side of 
the river bank where the flow of water was very fast might have 
contributed towards the occurrence of scouring, amongst other 
factors. Though the depth available at different points was 
being ai;certained by the survey department, the engineering de­
partment was not informed of the scouring as the former had no 
knowledge of the safe dept11 for the jetty due to Jack of coordina­
tion. In July 1978, the safety of the jetty was found to be jeopar­
dised and the jetty had leaned forward leaving a gap of 5-1/2 
inches between the jetty and the pathway leading to the jetty. 
Corrective measures were, thereafter, taken up by December 1978 
at an estimated cost of Rs. 24 .97 lakhs. Again in March 1979, 
deep scour at the northern end was noticed and protective mea­
sures were proposed at an estimated cost of Rs. 13 . 14 lakhi; in 
the first stage to be followed by further works at an estimated cost 
of Rs. 34. 86 lakhs for permanent repairs. 

-
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4. Estate dep artment 

4 . 1 The Calcutta Port Trust has 3,735 acres of land in Calcutta 
area, of which 1,529 acres were utilised for rental purpo~cs. This 
includes 132 acres of land covered by sheds, warehouses, godowns, 
etc. as on 31st March 1979 for lett ing out on rent, out of which 
12 .65 acres were lying vacant (nearly IO per cent). 

4. 2 The tenants fo r letting out the port estates are selected 
on the basis of recommendations of a standing committee on the 
applicatio ns received. In its 175th Report (l 974-75), the 
P ublic Accounts Committee had recommended that 1he properties 
should be Jet out on obtaining salami (royalty) and after inviting 
sealed tenders and quotations through advertisements. In 
197 5-76, the Port Trust tried to follow there recommendations 
and offers of about 400 per cent above the prescribed schedule 
of rates of 1973 were received. However, in a number of cases 
the a llotments could not be made to the highest bidder as the 
courts held that there could be no deviation from the rates of 
rents fixed in exercise of powers under section 49(i)(d) oftbe Major 
Port Trusts Act, 1963. The appeal by the Port Trust against 
this judgment was pending in the High Court of Calcutta (Sep­
tember 1979). The request by the Port Trust to Government 
in August 1977 for suitable amendment to section 49 of the Act 
also still remained to be disposed of by Government (September 
1979). 

4. 3 The Public Accounts Committee bad also recommended 
(l 75th Report : 1974-75) that the procedure for fixati1;m of rentals 
should be specifically la id down by a committee. Accordingly, 
a commi ttee wa s constituted in November 1976 whicb submitted 
its recommendations in ApriJ 1978 for revising the rent schedule 
of 1973. The average increase suggested in the committee's 
report was 25 . 55 and 13. 48 per cent for land and building res­
pectively over the rates of 1973. In May 1978, a special committee 
wa s constituted to study the repo rts of the ea1lier committee and 
this co mmittee also submitted its report in December 1978. The 
special committee's report was sent to Govemmen t for approval 
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only in May 1979. According to the Port Trust, the implementa­
tion of the recomme ndations of the 2 committees would have 
fetched an additional annual income of Rs. J 5 lakhs and Rs. 
31 . 33 lakhs for land and buildings respectively. 

4 .4 Agreement for tenancy/lease of the properties of the Port 
T rust were not always executed before handing over the possession 
of the property, but action was taken to execute the lease deeds 
and their registration only after receipt of possession certificate 
from the party. Generally, in the case of licences for short 
duration of less than 3 months, no agreements were executed. 
The Port Trust stated (November 1979) that there was no requ ire­
ment under section 52 of the Act to allow use of Port's land and 
godowns on execution of an agreement in the prescribed form. 

4. 5 Test-check in audit fu rther revealed that there were 
considerable delays in renewal of old leases and tenants conti­
nued to occupy the properties either without payment of rent 
or on payment of rent at old rates till the renewals were granted. 
Out of 123 cases due for renewal in 1976-77 and 1977-78, renewals 
were made in 23 cases only in time and renewals were still pending 
in 2 cases (September 1979). The delays in renewal amounted 
to more than 3 years in one case, over 2 years but less than 3 
in 2 cases, over one year but less than 2 in 25 cases and over 6 
months but less than one year in 43 cases. The Port Trust 
stated (December 1979) that the delay in processing the renewal 
of leases was due to the procedure to be foll owed requiring 
approval of various committees and authorities. 

4. 6 The outstanding dues on account of estate rental have 
been increasing from year to year as shown in the table below 

the end of 1975· 76 
1976-77 
1977-78 .. 1978· 79 

(In lakhs of rupees) 

378 .67 
456 .56 
502.22 
651.29 

The Port Trust stated (December 1979) that the reasons for 
non-recovery and increase in the outstanding balance was mainly 
due to non-payment of rent for several years by some of the 

I 
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Government parties including Government undertakings and 
impact of the imposition of 10 per cent surcharge on rent in 1978-
79. To watch recovery of rent, demand registers are to be 
maintained by the land department of the Port Trust indicating 
the amount of rent realisable from month to month. After 
posting the registers for the month, they were to be sent to the 
accounts department for preparing bills and raising demands. 
The accounts department in turn was to maintain the record of 
recoveries made and intimate to the land department the details 
of defaulters for further action. It was, however, uoticed in 
audil that the records had not been properly posted and kept 
current with the result that inordinate delays had occured in 
instituting kgal proceedings and in effecting recoveries. Further, 
due to delay in filing suits, the claims had Lecome barred by 
limitation in several -cases and Port Trust had to resort to eject­
meot suits which were costlie r. Although the lease agreements 
contained a specific provision to the effect that in the event of 
failure of the tenant to pay rent or causing other breach, the 
Trustees could re-enter the premises and ie-possess it, the Port 
Trust stated (November 1979) that the Trustees had to obtain 
an ejectment decree before they could remove the tenant. Afew 
such cases are mentioned below : 

(i) A tenant occupying an area of land measuring 365 .1 J 
square metres at a monthly rent of R s. 349 .41 (enhanced 
to Rs. 403.13 in April 1955) failed to pay the rent from 
April 1955. The land department advised the legal 
department in January 1956 for filing a suit. The suit 
was filed only in May 1960. Jn September 1970, an 
ex parte decree was passed in favour of the' port a utho­
rities for Rs. 0.13 lakh as rent for the peiiod from May 
1957 to May 1960. The decretal amount did not include 
the dues from April 1955 to April 1957 as the claims 
were held to be time-barred. The arrears of rent up to 
September 1970 were Rs. 0.43 lakh. 

The party did not pay the decretal amount and the 
legal department did not file the execution petition till ' 

S/l AGCRn9-16 
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Juno 1979. The outstanding decretal amount · with 
arrears due up to September 1978 a~ calculated by the 
port authorities amounted to Rs. 1. 14 lakhs. 

(ii) A tenant occupying land measuring about 14,396~square 
metres did not pay rent from November 1970 to Feb­
ruary 1972 amounting to Rs. 0 . 99 lakh. The port 
authoiities filed a suit in March 1972. In April 1973, 
the suit was decre~d (Rs. 0. 99 lakh) in favour of the port 
authorities for payment of the arrear rent along with 
interest thereon in monthly instalment of Rs. 0 . 16 Iakh 
starting from October 1973. In default of payment of 
2 consecutive instalments, the port authorities were 
empowered by the decretal order to realise the entire 
decretal dues less the payment already made. 

The party did not pay any of the instalments. The 
execution case .... was filed in 1974. The rent accrued 
up to September 1978 including decretal amount as given 
by the port authorities was Rs. 6. 77 lakhs. Records did 
not indicate any pur.suance of the case made by the legal 
department since October 1974. 

(iii) A tenant occupying land, measuring about I, 168 square 
metres did not pay rent and taxes (Rs. 0. 52 lakh) from 
December 1970 to November 1971. As per advice 
of the land department (April 1972), the port authorities 
filed a suit in November 1972 after taking preliminary 
steps, but the counsel for conducting the suit was not 
selected till August 1975. Thereafter, the solicitor did 
not take any action up to July 1977 when tbe port autho­
rities requested him to hand over the suit to another 
solicitor. There had been no further development in 
this case (May 1979). 

How far the non-pursuance of these cases was 
due to inadequacy or otherwise of manpower 
to deal with them could not be ascertained in audit. 
Information regarding manpower of the estate and law 
departments for pursuing these lease cases was awaited 
(January 1980} from the Port Trust. 

-
\,. · 
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4". 7 Calcutta jetty sheds have a covered area of 55,463. 10 
square metres of which 3,994. 83 square metres had been let out 
and 15,050.29 square metres were in use with the Port Trustaa 
godown, leaving vacant space of 36,417 . 98 square metres. A 
committee on the working of the Port Trust recommended (June 
1976) closure of the jetties after retaining one or two only for 
inland river traffic and the leasing out of the structures and god­
owns after closure of the jetties. Though the jetties were formally 
clo~d for t iaffic from March 1978, the godowns occupied by 
the Port Trust had not been vacated so far (July 1979). According 
to the port authorities (August 1978), an additional income 
of Rs. 10 lakhs would have accrued annually, had the contents 
of the godowns been shifted to the Kantapukur sheds where 
7,026.98 square metres were lying vacant and elsewhere. The Port 
Trust stated (December 1979) that allotment ofan area of 13,707 
square metres had so far been processed through the Land 
and Buildings Allotment Committee. The areas were likely to 
be occupied shortly and would earn an income of Rs. 7 . 33 lak.ha 
annually. 

S. Port railway 

5 . 1 The railway system of the Calcutta port has a route 
length of 37 kms. with track length of about 350 kms. Against 
a capacity of IO million tonnes per year, the maximum traffic 
handled by the railway was 8. 28 million tonnes in 1964-65. 
Thereafter, their utilisation had been barely 50 per cent of the 
capacity as shown in the details for the years1J975-76 to 1978-79 
given below : 

Traffic Losa 
(In millioo (In crorC11 
tonnes) of rupca) 

1975-76 5.37 2 . 60 

1976-77 5.25 3.11 

1977-78 4.48 . 2 .92 

1978·79 3 .58 '4.S9 
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Information regarding manpower available for handling traffic 
and staff surplus due to under-utilisation of capacity was awaited 
(Janua1y 1980) from the Port Trust. 

5 . 2 The port railway had 900 wagons in 1974-75. In 1975-76, 
the demand for the wagons was assessed at 550 and it was decided 
that the balance of 350 wagons should be disposed of in the next 
5 years; but up to 1978-79, 77 wagons only had been disposed 
of. The Port Trust stated (December 1979) that out of the balance 
273 wagons, 93 wagons were condemned and awaiting disposal 
and another 100 wagons were expected to be condemned and 
disposed of during 1980-81 to 1981-82. The Port Trust added 
that the remaining 80 wagons of the ballast section were proposed 
in 1975-76 for disposal but were not disposed of and that these 
would be disposed of when not required. The demand and sup­
ply position of the wagons was, however, far less than that anti­
cipated over the years (as shown in the particulars below) re­
sulting in expenditure ranging from Rs. 8 . 24 lakhs to Rs. 11. 82 
lakhs during 1975-76 to 1978-79 on their maintenance. 

Year 

1975-76 

1976-77 

I 977-78 

1978-79 

Number o f Average 
wagons dem;ind 

ava ilable per da y 

900 

900 

900 

823 

86 

75 

66 

53 

Average 
supply 
per day 

Earnings Expenditure 
f1 o m the on ma inte-
wagons nance of 

Wll gQDS 

(Rupees in la khs) 

72 

(j() 

55 

42 

25 .56 

15 .92 

9.89 

15. 75 

10.24 

9.25 

8. 24 

11 .82 

. :5. 3 The Indian Railways allow their wagons to remain in 
the port area for a specified period free of hire charges and, 
thereafter, hire charges a re paid by the Port Trust at the prescri­
bed rates. These charges are, in turn, collected by the Port 
Trust from the users of the wagons as demurrage charges. It was 
noticed in test-check in audit that the earnings from the users 
under demurrage charges had been one of the major sources 

.._ .. 
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<0f income, thereby, indicating chronic detention of wagons by 
the users in the Port Trust as shown below : 

1974-75 

197.S-76 

1976-77 

1977-78 

1978-79 

Hire charses paid to 
Indian Railways 

Amount Percen tage 
(In lakhs of to total 

rupees) expend iturc 
o f port 
ra ilway 

72.87 12 .43 

50.33 8. ti?. 

30 .02 5.13 

40.16 6.45 

63.60 10 .98 

Dete1nicn charges 
1cc0 vercd 

Amount Percentage 
(ln la khs of to to ta l 

rupees) ir.co me or 
port railway 

95 . S8 30 .97 

138 . 80 31 . 85 

115 .50 28 . 67 

121. 66 26.88 

129.09 32 .86 

5. 4 As on 3 lst March 1979, Rs. 41 Jakhs were overdue for 
recovery by the Port Trust from the users of the wagons though 
the Port Tru:-t had paid the hire charges to the Indian Railways. 
Of this, Rs. 19 .51 lakbs were due frcm the Railways and other 
Government departments including Government undertakings 
and balance of Rs. 21 .49 lakbs from pt ivate parties. Further 
according to an agreement finalised in 1970, no charges 
were payable by the Port Trust if detention of the wagons was be­
yond its control. The agreement had net , however, been signed by 
the Indian Railways and the Port Trust and as a result the latter 
had paid Rs. 59 lakhs to U1e Railways for detention of wagons for 
reasons beyond its control during August 197 J to March 1979. 

5. 5 The port r~ilway comprises th(ee distinct sections, 1•iz . 
northern, Shalimar and southern. The entire rail-borne import 
and export traffic is dealt with by the l>Outhern section only; the 
remaining 2 sections have no contribution for essentjaJ port 
operations, but mainly cater to the wbole~alc market in mer­
chandise of Calcutta and nearby places. The Port Trust incurred 
direct operational loss of Rs. 52.28 lakhs (out of the total oper­
.ational loss of Rs. 683. 47 la.khs of the entire raii" zy ~ysttn1) 
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in respcc~ of these 2 sections during the years 1975-76 to 1978-79. 
The Port Trust stated (November 1979) that the northern 
section could not be closed due to court's injunction and that the 
question of transfer of Shalimar section to Indian Railways was 
being pursued. 

6. Dry docking f acilities 

6 . I The Port Trust maintains 5 dry docks to provide repair 
facilities to both port vessels and other commercial vessels. The 
hire charges fo r dry docking were increased 3 times since 1974-75 
and the income therefrom, the direct expenditure and surplus 
du.ring 1974-75 to 1978-79 were as under :-

Year 

197 ... 75 
1975-76 
1976·77 
1977-78 
1978-79 

Income Direct 
expcndi-

Surplu5 

tu re 

(In lakhs of rupees) 

64.22 27 .29 36 .93 
129 .55 31.09 98 .46 
179. 13 31. 77 147.36 
192.80 33 .18 159 .62 
145.84 35.50 110.3'4 

6. 2 A test-check in audit of util isation of the dry docking 
facilities d isclosed the following points :-

The fall in income in 1978-79 had arisen mainly because 
commercial vessels occupied the 5 dry docks. for a total 
period of 676 days only as against 923, 840, 924 and 
956 days during the years 1974-75 to 1977-78. 

The number of days for which the dry docks had been 
lying vacant were 145, 262, 277, 316 and 478 days for 
each of the years 1974-75 to 1978·79, thus, showing an 
increase year after year; out of these periods, the dry 
docks were stated to be lying vacant for 88, 160, 228, 
219 and 421 days in the years 1974-75 to 1978-79 for 
want of demand. The Port Trust stated (Dec~mber 
1979) that the shipping companies did not offer their 

-
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vessels for dry docking due to unsettled labour condi­
tions t.hough dry docks were available. A test~heck 
in audit (April 1979), however, 1evealed that for 1977-78 
and 1978-79, the balance number of booking days awai­
ting allotment were 287 and 461 days respectively. 

6 .. 3 A study group appointed by Government in September 
1976 to examine in detail the feasibility of a dry dock~-ahip 
repair complex in Calcutta region had observed that :-

ship owners' representatives had brought to the notice of 
the study group that the vessels of the Port Trust fre­
quently occupied 2/3rd dry docks for a long period, 
adversely affecting their availability for commercial 
s~ips ; and 

the commercial ships often had to wait many days to 
get to dry dock and several ships bad to be docked abroad 
because of non-availability of dry dock at Calcutta. 

The study team had recommended the establishment of a 
5ingle dry dock authority under the Port Trust to improve the 
position. The recommendation is still under the consideration 
of the Port Trust and Government (December 1979). 

7. Construction and supply of a new estuarian dredger •Malra­
gangc.' :-Restricted tenders were invited by the port authorities 
in March 1970 for building and supply of an estuarian dredger. 
Out of 2 firms 'A' and 'B', which submitted tenders, orders were 
placed with firm 'B' on 15th July 1971 for supply of the dredger 
in 36 months at a cost of Rs. 899. 20 lakhs; the contract contained 
provision for escalation in price of steel, rate of exchange and 
liquidated damages, etc. The dredger was actually supplied by 
firm 'B' in July 1978 only and in this connection following points 
were noticed in test-check in audit : 

Initially the offer of firm 'A' was less than that of firm 
'B' by Rs. 77 lakbs, but after withdrawal of claU9C on 
escalation of labour and materials by firm 'A' and after 
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reducing the rate quoted by firm 'B' by Rs. 12.52 lakhs 
on the assumption that free foreign exchange would b-~ 

made available for import of components, the rate of 
firm 'B' worked out less than that of firm 'A' by Rs. 1.05 
lakhs. 

While firm 'A' had adequate equipment with modernised 
shipyard and large scale berths for building vessels of 
large dimansions, firm 'B' did not possess a dry 
dock and slipways and was expected to procure them 
by December 1972. 

The consultants of the Port Trust had recommended 
acceptance of offer of firm 'A', as it was technically 
acceptable and financially lower in cost. In an ioter­
ministerial meeting held in April 1971 , it was decided 
to award the contract to firm 'B' on technical considera­
tions and in view of the vital importance of getting a 
suitable dredger for dredging in the Haldia estuary. The 
exact technical considerations on which the contract 
was given to firm 'B' were not, however, spelt out. 

F irm 'B' put forth a claim for revision of price lo 
Rs. 13 .56 crores in October 1975 and again to Rs. 15 . 71 
crores in July 1976 mainly on the ground of unprecedent­
ed increase in prices. A committee set up by Government 
(April 1976) recommended (December 1976) acceptance 
of the claim at Rs. 13 . 24 crores. The Port Trust did 
not agree to the recommendation and decided {May 
1977) to settle the matter through arbitration which had 
not started so far (November 1979). The firm was paid 
a sum of Rs. 889. 55 lakhs up to November 1979. 

The dredger supplied in July 1978 was out of 
commission till March 1979 for 186 days due to 
repairs and 4 days due to crew strike ; during the balance 
period it lifted only 2. 0 l million tonnes as against its 
declared capacity of 8. 5 million tonnes. The Pert Trust 

· assessed in July 1978 that it could have saved Rs. 860. 00 
lakhs. had the dredger been supplied by July 1974. 

-

.... .. --
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8. Maintenance dredging 

8.1 The port has been maintaining a fleet of I 0 dredgers--5 
for dredging operations within the port area and 5 for dredging 
in the river, which included a river dredger received in July 1978. 
As per norms fixed by Government, a dredger could work 5000 
hours per year on the basis of 24 hours per day for 220 days. 
But during 1976-77 to 1978-79, the 5 port dredgers worked for 
only 11 ,577, 12,238 and 10,340 hours respectively against the 
available 25,000 hours for each year. During the same period. 
the river dredgers, however, worked for 16,572, 13,666 and 18,4-01 
hours against the available 20,000, 20,000 and 23,333 hours res­
pectively. 

According to the Port Trust (November 1979) the under-
utilisation of the dredgers was due to: 

2 port dredgers being 28 :ind 51 years old and subject 
to heavy wear and tear ; non-availability of spare parts 
for the repairs taking more than stipulated period of 
60 days ; 

one port dredger having been de-commissioned from 
November 1978; 

5 dredgers (3 port and 2 river) being available for opera­
tion during one shift/day time ; and 

inherent forced idleness due to various factors. 

9. Other points of interest 

9.1 Legal expenses.- For conducting cases in court, the Port 
Trust engaged the services of solicitors from a panel approved 
by the port authorities. For engagement of counsels/adYo­
cates there was, however, no such approved panel and they were 
being engaged from a list prepared by the Legal Advi~er. The 
rates payable to the various counsels had not been fixed by the 
Port Trust and a test-check in audit (March 1979) revealed that 
the payments made to the counsels for conducting cases in the 
High Court were considerably in excess (100 to 1100 pu cent) 

' 
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of the rates fixed by Government for conducting suits of Govern­
ment cases in Calcutta. A table showing the comparative posi· 
tion is given below:-

Category Y car 
of lawyer& · 

High Court, Calcutta 

(i) Fees payable Senior 
to counsels counsels 
(Ministry of Group-I 
Law and Justice) 

(ii) Fees paid by Counsels 
the Port Trust 

1975-76 
to 

1976-77 

-do-

Fees Fees 
for for 
consul- written 
ta ti on atate-

ment 

(In rupee8) 

85 255 

1020 1020 

Fees 
for 
draft-
ing 

255 

1020 

FCCi 
for 
appea-
raacc 

$10 

1020 
to 

1360 

9.2 15- tonnes gantry type crane.-The work of installation 
of a 15-tonne gantry type unloader crane was entrusted to firm 
'C' in January 1970 at a cost of Rs. 24.56 Iakhs. The crane was 
scheduled to be commissioned by January 1972 after appropriate 
test. Installation of the crane which was, however, started 
only in the middle of 1974 was done by August 1977. When it 
was almost ready for handing over to the Port Trust after testing, 
it rolled over and fell into the dock basin (on 18th April 1978) 
due to cyclonic storm. An enquiry committee constituted by 
the Port Trust under orders of Government, held (June 1978), 
that appropriate precautionary measures had not been taken by 
firm 'C' . 

The port authorities demanded (August 1978) from firm 'C' 
immediate replacement of the crane, but the firm declined to do 
so on various grounds. The dispute between the Port Trust and 
firm ' C' was decided by Government (April 1979) to be referred 
to an arbitrator to fix responsibility for bearing the cost for 
setting right the damages including the cost of salvage. A sum 
of Rs. 15.83 lakhs had been paid up to October 1979 by the 
Port Trust to the firm 'C' for the work. 

As the sunken crane had become a navigational hazard, 
it was being salvaged by the Port Trust (November 1979). 

f 
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9.3 Loss of revenue of Rs. 295.79 /akhs.-A neighbouring 
country imported 7.80 lakh bags of cement through the Calcutta 
Port during December 1974 to September 1975 against which 
the port authorities had given a landing receipt for 6.64 Jakh 
bags only. The consignee cleared 7.09 lakh bags leaving a 
balance of 0. 71 lakh bags uncleared as the bags were in cut or 
torn condition and the cement was lying loose in the godowns. 

The loose cement could not be delive'red to the consignee, 
nor could it be sold through public auction as the Customs 
authotities considered this quantity of cement as excess cargo. 
As no out-turn reports were kept by the port authorities, they 
could not convince the Customs authorities that these formed 
part of the original consignment of cement. The condition of 
the cement deteriorated and the consignee did not find it worth­
while to clear the cement after paying heavy rent for the godowns. 
The cement having been exposed to adverse climatic conditions, 
had caked and 0.45 lakh bags had ultimately to be used for dum­
ping scouring river bed near oil jetty at Haldia in August 1978. 
The original value of the cement dumped was assessed at Rs. 13 
lakhs approximately. For the period the loose cement (0.71 
lakh bags) was kept in port's godown, the rent dues accumulated 
to the tune of Rs. 295. 79 lakhs up to July 1978, which could not 
be recovered from the consignee. The disposal of the balance 
quantity of0.26 lakh bags was awaited (November 1979). 

9.4 Con.Jtruction of mobile equipment repair shed.-The work of 
construction of a mobile equipment repair shed at Netaji Subhas 
Dock with an overhead crane and ancillary work was sanctioned 
in 1966 by the Port Trust at an estimated cost of Rs. 7 lakhs. 
The work was divided into 3 parts, viz. (i) construction and erec­
tion of one mobile crane and structural steel work for repair 
shed; (ii) construction of column foundation and certain other 
allied works; and (iii) construction of boundary wall with gate 
and surface drain. 

The work order for part (i) of the job was placed with a firm 
'D' for Rs. 3.43 lakhs approximately in June 1970, for completion 
in 10 to 12 months. Essential steel materials were to be supplied 
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by the Port Trust. The Port Trust, however, sta rted supplying 
steel material o nly from March 1973 as they had no stock of 
steel materials at the time of placing orders and issued 154.613 
tonnes of steel from March 1973 to September 1974. The Port 
Trust stated (December 1979) tha t the steel materials were sea~ 
items and could not be procured and supplied to the contractor 
in time causing delay in the commencement of work and conie­
qucnt rise in prices. 

Out of 154.6 13 ton nes of steel supplied, the contractor used 
only 92.816 tonnes till April 1978. Thereafter , firm 'D' stopped 
work. Out of the unutil ised balance quantity o f 6 1.797 tonnes 
of steel, 43.904 tonnes valuing Rs. 1.10 lakhs were lying with 
firm 'D' and the cost of 17.893 tonnes of steel consumed by firm 
'D' for its work elsewhere was recovered at the stipulated tender 
rate witho ut reference to the issue rate or ma rket rate together 
with supervision charges. Out of the gross value of the wo rk 
done (Rs . l.89 lakhs), firm 'D' had been paid about Rs. 1.80 
lakhs (September 1979). The firm preferred a cla im of R s. 3.45 
lakhs towards escala tio n cost and the Port Trust accepted 
the claim for Rs. 1.64 lakhs only; o f th is, Rs. 0.17 lakh had so 
far been paid (September 1979). The Po rt Trus t sta ted (Decem­
ber 1979) that the recovery a t t he market rate o f the cost of balance 
quanti ty of steel supplied to the contracto r but no t used fo r the 
work might be ta ken up during the course o f litigation again t 

the contractor. 

An estimate o f Rs. 8.6 1 Jakhs was prepared (December 1978) 
by the Port T rust for execution of the work left incomplete by 
firm 'D' ; but it had not yet been taken up for completion (No vem­
ber 1979). 

Part (ii) of the job was ent rusted to a fi rm 'E' in March 197-0 
for Rs. 0.69 lakh. The work was scheduled to be completed in 
~ months. In September 1971, after completing the founda­
tion work, firm 'E' so ught termination of contract in October 
1971 as the structural steel work, entrusted to firm 'D' above, 
was not complete and the contract was terminated in May 1973. 

y 
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Fresh tenders were invited and order was placed with firm 'F' 
for work left incomplete by firm 'E' along with other works. 
The accepted rate of firm 'F' in respect of the work left 
incomplete by firm 'E' was higher by Rs. 0.49 lakh. 

In regard to part (iii) of the job, the lowest tender was of 
fi rm 'G' which quoted Rs. 1.30 Iakhs in July 1975 valid for three 
months. As the work order was not issued within the validity 
period, it was entrusted to firm 'H' on the basis of fresh tender 
for R s. 1.65 Iakhs in January 1977. Finally, the work with 
reduced quantity was executed at a cost of Rs. I. 32 lakhs. 

Thus, the Port Trust stood committed to incur an estimated 
total extra expenditure of Rs. 9.13 lakhs on items (i), (ii) and (i ii) 
besides tbe cost of unrecovered materials valued Rs. l. l 0 Jakhs 
in respect of part (i). The extra expenditure was due to inordi­
nate delay in procurement and supply of necessary steel, lack of 
control over the materials issued and delay in finalising tender. 
Apart from the extra expenditure, the delay of over 9 years in 
completion of the mobile equipment repair shed had adversely 
affected the smooth traffic operation of the port causing incon­
Yenience . 

.., IO. Summi11g up.-The following are the main points that 
tmerge: 

The revenue account of the Port .Trust showed a subs­
tantial deficit (Rs. 47.16 crores) for 10 consecutive years 
from 1965-66 and afte1 disclosing a total net surplus 
of Rs. 5. 19 crores for the years 1975-76 and 1976-77, 
the Port Trust suffered total revenue deficit of Rs. 8.92 
crores during 1977-78 and 1978-79. As a result the 
Port Trust could not achieve a net surplus of 12 per cent 
over capital employed as per recommendation of Major 
Ports Commission and pay debt charges to the extent 
of Rs. 22.95 crores up to 1978-79. 
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Surplus earnings of the Port Trust were essentially In 
cargo handling and storage and estate management; 
deficits in the port and dock services and port railways 
aggregated Rs. 231.67 lakhs and Rs. 1033.42 lak.hJ 
respectively during 1974-75 to 1978-79. 

The volume of traffic at Calcutta Port complex declined 
from 11.06 million tonnes (1964-65) to 7.55 million 
tonnes (1977-78) and 7.98 million tonnes (!978-79) 
mainly due to loss in draft available in the river; thus, 
port handled I 1 per cent of total traffic handled by all 
ports in 1977-78 as against 23 per cent in 1964-65. 

To attract ships of big size, a new port nearer the sea 
with modern facilities was constructed at a cost of 
Rs. 203.81 crores at Haldia. Despite expenditure of 
R s. 61 . 78 crores on various river training works and 
dredging up to March 1979, the desired level of draft 
could not be achieved in the shipping channel for Haldia, 
thus failing to attract big size ships. 

In July 1978, heavy scouring at Haldia oil jetty was 
noticed and corrective measures at an estimated cost of 
Rs. 24.97 lakhs had to be taken up in December 1978 
followed by further measures at estimated cost of 
Rs. 48 Iakhs for permanent repair of deep scour 
noticed in March 1979. 

Non-implementation of the recommendations of 2 
committees resulted in non-accrual of additional annual 
income of Rs . 15 Iakhs and Rs. 31.33 lakhs for land and 
buildings respectively from its estate department. 

The port railways had been running at a deficit rangin~ 
from Rs. 2.60 crores (1975-76) to Rs. 4.59 crores (1978-79). 

The number of days for which the dry docks were vacant 
was 478 days in 1978-79 against 145 days in 1974-75. 

--
' 
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The Port authorities assessed in July 1978 that had the 
dredger "Mahaganga" been supplied to them by the 
due date of July 1974, it could have saved Rs. 860 lakhs. 

For conducting High Court cases the Port Trust paid 
to the counsels at rates 100 to 1100 per cent higher than 
the standard rates fixed by Government for conducting 
their suits in Calcutta High Court. 

A 15-ton unloader crane (cost : Rs. 24.56 Iakhs) rolled 
over and fell into Haldia dock basin due to cyclonic 
storm in April 1978. The matter about l;iearing the cost 
of damages including that of salvage of the crane was in 
dispute with the supplier. 

Loss of Rs. 295.79 lakhs arose on account of rent of 
godown occupied for storing cement imported by a neigh­
bouring country, which remained uncleared, as the ce-

, ment had caked. 

The Port Trust stood committed to incur an estimated 
extra expenditure of Rs. 9.13 Iakhs for comtruction of 
a mobile equipment repair shed with an overhead crane. 

37. Visakbapatnam Port Trust 
I. Jntroductory.-Visakhapatnam Pert was opened for tra­

ffic in 1933. The administrative control of the port, which was 
initially under the Railway Board, came under the Ministry of 
Shipping and Transport in 1956 and a Port Trust wa s consti­
tuted by Government on 29th February 1964 under the Major 
Port Trusts Act, 1963 to control the management of the port. 
As against an outlay of Rs. 138. 71 crores envisaged during the 
Plan periods 1951 to 1978 for development of the port, an ex­
penditure of Rs. 135. 56 crores was incuired ; the important 
development projects undertaken by the Pott Trust during 1969 
to 1978 were (i) construction of an Outer Harbour (cost: Rs. 
99. 39 crores till Man,h 1979) for providing berthing facilities 
to ships of 1 Iakh D. W. T. (Dead Weight Tonne) with scope for 
providing facilities to vessels of 2 Iakb D. W. T. and (ii) cons­
truction of .a fishing harbour (cost : Rs. 3. 70 crores till March 
1979) so as to provide faciliues for fishing industry at the port. 



2. Financial positio1i and working results.-

2.1 A summary of the capital and revenue account of the 
1978-79 is given below : 

A. Assets as at the eud of the year 
I. Capital assets at cost 

Less depreciation 
Assets at depreciated value 

2. Works-in-progres:. 
3. Imestments 
4. Current assets 
5. Deficit in working 

Total 

B. Liahilities a.i at the end of the year 

1. Capital debts 
(i) from G overnment 

(ii) from other sources 

2. Current liabilities 
3. Reserves, surplus, 

funds, etc. 
pensions, 

4. Grants from Government 

.... 
I 

Total 

pro\'ident 

1974-75 1975-76 

106,68. 77 37,87 .80 
9,44 .03 10,49 .61 

97,24 .74 27,38.19 
86,79 .98 

2,83 . 57 3,28.11 
10,47 .85 13,43 .24 

110,56. 16 130,89. 52 

74,91.69 90,40. 19 
5,57 . 10 5,40 .21 

80,48. 79 95,80.40 
5,43,47 6,15 .97 

24,13.90 27,57 . 15 

I 

50 .00 1,36 . 00 

110,56 . 16 130,89 .52 

r 

Port Trust for the years 1974-75 to 

1976-77 1977-78 1978-79 

( In lakhs of rupeeS) 
120,38.~ 135,02.42 142,01 . 89 

12,74 .43 16,56.98 17,21 .26 

107,64 .01 118,45 .44 124,80 .63 
14,55 . 13 8,34 .73 2,18.74 
3,67 .20 4,48. 70 11,36.64 

18,02 . 66 26,81 .91 19,35.82 
4,23.02 5,32 .60 17,35.92 

N - --- "'"' 148,12.02 163,43 .38 175,07 . 75 00 

---- - ---

100.98.44 106,16 .69 113,02 .24 
S,13 .85 4,95.00 . 4,95 . 00 

106,12.29 111,11.69 117,97 . 24 
9,59.96 17,74 .72 21,02 .58 

30,19.34 31,24.54 31,79.33 

2,20.43 3,32.43 4,28 .60 

148,12 .02 163,43 .38 175,07 . 75 

H 
I ... 
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> 0 C. Reve1111e a11d erpe11di111re f or tl1e yeur 
() 
,:i 
::r 1. Revenue income 

\D 2. Revenue expenditure .L 
....:a (i) Cost of rendering services 

(ii) Management and general admin is-
tration 

(iii) Finance and miscellaneous expendi-
tu re 

Total (item No. 2) 

3. Surplus(+)/Deficit(- ) 
4. Surplus on pilotage account (accounted 

for separately). 

1974-75 1975-76 

10,87. 77 17,76 .54 

7,71.64 10,24.42 

1,80.44 2,11.10 

1,96 .22 4,62.79 

11,48.30 16,98. 31 

(- ) 60 .53 78 .23 
(- ) 10.94 21 .83 

• 
1976-77 1977-78 1978-79 

(In lakhs of rupees) 

17,23 .16 31,67.47 18,87 .88 

11,90.99 16,76.73 15,93 .89 

2,55 .04 3,52. 51 3,59.64 

7,81 . 12 12,42 .89 11,20.32 

----
22,27 . 15 32,72 . 13 30,73.85 

IV 
~ 

(-) 5,03 .99 (- ) 1,04.66 (- ) 11 ,85.97 ID 

41.38 23 .83 0 .94 
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2. 2 Although the Port Trust had been constituted in Feb­
ruary 1964, neither the amount of capital expenditure incurred 
by Government up to the date of forma tion of the Port Trust, 
nor the terms and conditions of its repayment including the rate 
of interest chargeable thereon had so far (December 1979) been 
determined. The Poi t Trust, however, provisionally adopted 
Rs. 1?.22 .93 lakhs as the initial capital debt which was revised 
to Rs. I 190 .69 lakhs from the accounts of 1970-71 by excluding 
Rs. 32.24 lakhs outstanding under "miscellaneous advances". 

2 . 3 P.!nding fixation of the rate of interest on the capital 
debt, interest was paid up to 1966-67 at the rates notified by 
Government for its borrowings from year to year and thereafter 
at 4 per cent only in pursuance of a decision taken in an inter­
departmental meeting held on 4th January 1966 in the Depart­
ment of Transport. The decision taken in that meeting was not, 
however, accepted by Government which advised the Port 
Trust in June 1967 to continue to pay interest at the rates noti­
fied by G overnment for its borrowings from year to year till a 
final decision was taken . Nevertheless, interest was continued 
to be paid by the Port Trust at 4 per cent only. Further, the in­
terest paid so far did not include interest on a sum of Rs. 89 .14 
lakhs which represented the capitalised interest portion of the 
outlay on the ground that it did not represent the original capital 
investment. The interest that remained to be paid on this account 
worked out to Rs. 53. 80 lakhs at 4 per cent up to March 1979. 

2 .4 According to the recommendations of the Commission 
on Major Ports, the port should achieve a rate of return of not 
less than 12 per cent en tbe capital employed. Tl1e accounts cf 
the Port Trust for the three years ending 31st March 1979, 
however, indicated that tbe port's operating surplus was not ade­
quate even to cover interest cha rges as indicated below: 

Year Operational Interest 
surplus charges 

(In lakhs of rupees) 
1976-77 269.05 371. 39 
1977-78 863.61 912.31 
1978-79 691. 31 853.93 

I 

-c: 

> -
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In this connection, an analysis of the working results of the 
Port for the last 5 years (1 974-75 to 1978-79) revealed the fo­
llowing position in respect of each of its major activities:-

I . Cargo handling and storage 

2. Port and dock services (including 
pilotage fees) 

3. Port railways 

4. Esia te Management 

5. Management and general admi­
nistrative expenses 

6. Finance and miscellaneous 

Total 

Revenue Revenue Surplu>( +) 
income expenditure Deficit(-) 

(In lakhs of rupees) 

6445.70 3184.74 +3260.96 

2383.06 

837.40 

317 .34 

340 .68 

2105.31 

711. 23 

256.39 

+277. 75 

+ 126 .17 

+60.95 

1358. 73 - 1358 .73 

3803.34 --41 44.02 

9,642.82 11 ,419.74 - 1,776.92 

2. 5 There bad been rev1st0n of port charges from time to 
time (between 1st April 1968 and 8tb January 1978) in the past; 
a 15 per cent surcharge was levied with effect from 30th Decem­
ber 1970 to meet the increase in wage bills effective from !st 
January 1969, but implemented in 1970. This surcharge was, 
however, not levied on iron ore exports according to orders 
of Government. The loss sustained by the Port Trust due to 
non-levy of surcharge of 15 per cent on iron ore during the 
Fcurth Plan period amounted to Rs. 2. 5 crores. 

2.6 One of the main factors for the deficits in the working 
of the Port, was the low rate fixed by Government in respect of 
iron ore loaded from Outer Harbour. On tbe basis of an anti­
cipated annual export of 6 million tonnes of iron ore from the 
Outer Harbour, the port authorities fixed a cost based 
all inclusive rate of Rs. 41.90 per tonne of iron ore loaded 
from the Outer Harbour as against the all inclusive 1 ate of Rs. 
12 . IO per tonne of iron ore loaded from Inner Harbour. Govern­
ment however, decided (October 1978) to fix a rate of Rs. 15.55 
per tonne for 1976-77, Rs. 18.15 per tonne for 1977-78 and 
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Rs. 21.07 per tonne from lst April 1978 based on the quantum 
of increase in price of iron ore agreed to by the fcreign 
importers from time to time . 

2. 7 A summary of the income for pilotage and the surplus 
on that account for the years 1974-75 to 1978-79 is given below:-

Year 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

Income by 
way of 

pilotage 
fee 

Surplus on 
pilotage 
account 

(In lakhs of r upees) 

12 .82 (- )10.93 

59. 88 21 . 83 

84.61 41. 39 

1,61.59 23. 83 

1,07 . 20 0 .94 

AJthougb the income in 1977-78 had increased almost by 
100 per cent as compared to that in 1976-77, the surplus had 
come down by nearly 50 per cent. During 1978-79, there was 
a steep fall in income as well as surplus. The steep increase in the 
mcome d uring 1977-78 and the steep reduction on this account 
in 1978-79 were attributed (September 1979) by the Port Trust 
to rendition of bills for pilotage during 1977-78 at the notified 
rates relating to the Outer Harbour and withdrawal of demands 
in 1978-79 as the rates could not be implemented as the foreign 
importers were not prepared to pay the increased pilotage rates. 

2 . 8 The first stage of the fishing harbour project sanctioned 
by Government in February 1975 at an estimated cost of 
Rs. 324 lakhs for providing facilities fo r fishing indust ry was 
completed by April 1978. The cost of the project rose to 
Rs. 446. l 5 I ak11s and a revised estimate was sanctioned 
(September 1979) by Government. 

During the first year of its operation, the harbour handled 
44 truwlers and 300 small boats as against the anticipated handling 
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of 15 trawlers and 150 small boats, only. Nevertheless, its 
operation resulte d in substantial defici t as indicated below: 

Revenue 

Expenditure 

Deficit 

Revised 
estima tes 

Actuals 

(Jn lakhs of rupees) 

8.69 14.96 

18 .54 

9.85 

31.23 

16. 27 

It was noticed in audit tbat the port charges had been (fixed 
by -~ovcrnrnent at rates much lower than the rates proposed ~by 
the Port Trust which were themselves far less than operational 
cost as indicated below :-

Pa rticulars Proposed Operational Existing 
rates cost without rates 

return on charged 
capi ta l and 

interest 

(Figures in rupees) 

Berthing charges per boa t pet day 25. 00 57 .30 5. 00 

Wlia rfage cha rges per boat per month 250 .00 955.00 50. 00 

Berthing charges per trawler per day 500 .00 573.00 100 .00 

Wharfage charges per trawler per month 2500 .00 9550.00 500 .03 

According to the Port Trust (December 1979) the low ra tes 
werefixed on the consideration of "what_ the traffic would bear" . 

2.9 Recovery of R s. 64.22 lakhs of rentals was outstanding 
from tenants as on 31st March 1979. Out of this, for recovery of 
Rs. 23.12 lakh(from private parties cases were pending in courts ; 
this included R s. 21.89 lakhs relating to one party a lone. T he 
Port T rust stated (February 1980) tha t out of balance of 
R s. 41.10 lalcbs, Rs. 38.54 lakhs had already been realised and 
kept in suspense account . 



3. Facilities available at the port for handling traffic.-

3. l The following table gives a summary of various facilities avai lable at the 
each year during 1974-75 to 1978-79 for 

(i} Number of berths 

(ii) Transit sheds-capacity in to nnes 

(iii) Storage sheds-capacity in tonnes 

(iv) Warehouses-capacity in tonnes 

(v) Open storage space-area in square metres 

(vi) Railways-length in kilometres 

(vii) Number of locos-diesel and steam 

.,-
1 

handl ing traffic 

1974-75 

15 

36,500 

13,200 

30,500 

3,16,247 

135 

28 

1975-76 1976-77 

15 18 

36,500 36,500 

13,200 13,200 

30,500 30,500 

3,16,247 3,99,018 

135 135 

28 28 

port at the end of 

1977-78 1978-79 

18 18 

48,100 48,100 

13,200 13,200 

30,500 30,500 
N 

4,62,277 4 ,62,277 VI 
~ 

135 150 

28 28 

\ 
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3. 2 The traffic handling capacity of the port in the beginning 
of the Fourth Plan (1969-70) was assessed at 10. 30 million 
tonnes; for 1978-79, it was 13 . 3 million tonnes. The traffic 
handled at this port, which stood at 0.8 mj}lion tonnes in 1951, 
gradually rose to 11.41 million tonnes in 1978-79. The commodity­
wise traffic handled at the port during 1978-79 was as under : 

Name of commodity Actual traffic handled 

(In million tonnes) 

Petrol, oil and lubricants 3.30 
Iron ore 5.96 
Fertilizers 0.84 
Other cargo 1.31 

---
Total 11.41 

----
3. 3 With a view to reducing f1eight and, thus, making Indian 

iron ore competitive in the international market, the Outer 
Harbour Project was sanctioned (December 1969) by Govern­
ment fo r providing berthing facilities to ships of one lakh D. W. 
T (with scope for providing for vessels of 2 lakh D.W.T) at 
an esti mated cost of Rs. 36.97 crores (revised in May 1978 to 
Rs. 109 .45 crores). The project, scheduled for completion in 
June 1974, was commissioned in December 1976, trial loadings 
having commenced from July 1976. Till March 1979, Rs. 99.39 
crores had been spent on the project. The port had not yet 
finalised the works accounts due to non-finalisation of claims 
(Rs. 159. 00 lakhs under arbitration and Rs. 72 . 00 lak.bs under 
consideration of the port authorities), non-completion of cer­
tain ancillary works, etc. (value : Rs. 170.00 lakhs). 

The actual quantity of iron ore traffic handled at the Outer 
Harbour during 1977-78 and 1978-79 was 6.06 million tonnes 
and 5. 96 million tonnes against the estimated quantity of 6 
million tonnes and 7 million tonnes respectively. The shortfall 
in iron ore traffic handled in 1978-79 was stated {September 
J 979) to be due to recession in the steel industries in the country 
of import. 
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3 .4 Tbe overall percentage of berth occupancy in the Inner 
Harbour rose to 74.08 in 1978-79 from 55.20 in 197€-77 and 
that in the Outer Harbour from 29 .60 in 1976-77 to 36.30 in 
1978-79. While in respect of certain individual berths. the occu­
pancy was even higher than 90 per cent in 1978-79, in respect 
of some it was less than 50 per cent in 1977-78 and 1978-79. 
The high rate of occupancy resulted in considerable waiting for 
the ships in the stream, neglect of maintenance at the berths 
and delays in sheds. 

A test-check in audit showed that during 1974-75 to 1978-79 
the traffic handled at the port rnnged from 62. 99 p er cent to 
76.89 p er cent of the capacity. The Port Trust stated (December 
1979) that it bad the capacity to handle additional cargo and 
tbat the volume of traffic depended e n several other factors 
over which the port bad no control. 

3. 5 The following table compares the position of the avera-
ge turn round time of the vessel during 1974-75 to 1978-79 to-
gether with the particulars of time spent at anchorage and at 
berths 
Year N umber Total Time spent Time spent Average turn 

of time at anchor- at berths round time 
vessels spent at 

anchorage 
age for 
want of 
berth 

(In hours) ( Ln hours) (ln days) 

1974-75 563 22,220 17,397 80,475 185 7.71 
1975-76 571 23,008 20,033 83,159 189 7.87 
1976-77 549 9,076 7,173 62,308 133 5.54 
1977-78 475 7,496 5,093 56,715 137 5. 71 
1978-79 522 21 ,262 18,249 84,197 205 8. 54 

The Port Trust stated (July 1979 a nd December J 979) that 
considerable time spent at anchorage by the vessels wa& mainly 
due to non-availability of a working berth for fertilizer vessels 
due to bunching of vessels on account of poor clearance arrange­
ments by the importers and inadequate:arrangements for clearance 
of fertili zers. It was also stated that as the scheduling of vessel 
was not done by the port, it had no control over bunching. 

( 
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4. Dredging 

4 .1 To tackle siltation problem at the port arising out of 
littoral drift of sand along the coast from south to north to an 
extent of about 1 million tonnes per year, continuous dredging 
was necessary for the maintenance or all navigable waterways 
of the port and for this purpose the port had at its disposal 4 
dredgers. According to the accepted standards, a dredger should 
normally work for about 220 days in a year. However, during 
1974-75 to 1978-79, none of the 4 dredgers had worked for the 
prescribed period and there had been a progressive increase in 
the number o f non-dredging days fi om yea r to year and steady 
decline in the quantities dredged (details in Annexure I). The 
poor performance of the dredgers was attributed by the Port 
Trust (September 1979) to tbeir being old, use for rugged dredg­
ing beyond the designed depths, dredging in hard ~trata, etc. 

4. 2 The target fixed for d redging and the actual quantit ies 
dredged each year were as under : 

Target Actua l 

(ln cubic metre>) 

1974-75 890 677 

1975-76 900 697 

1976-77 1163 920 

1977-78 1703 86 l 

1978-79 15 12 1093 

The Port Trust stated (August 1979) that though the target1> 
were fixed as per the anticipated siltation, dredging had been 
done according to actual needs, that effecti ve utilisal ion of tJ1e 
dredger~ had been achieved by maintaining the designed depths 
and tbat a t no time did it become necessary to impose 
draft restriclicm. H owever, the working group on ports had 
indicated in its 1epo1t (Se;ptember 1978) that the port had a 
backlogof6.33 lakh cubic metres of dredging in 1978-79. 

4.3 Although none of the dredgers was at work for 220 days; 
in a year, the rate for recovery in respect of depos it works bad 
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been fixed on the·assumption.tha(they would work for 220 days 
ayyear. The table below compares the dredging rates as fixed 
by the Port Trust with those arrived at on the basis of actual 
working days of th~ dredgers duri ng the preceding three years. 
Name of the dredger Average Daily rates { Daily dredging Shortfall 

no. of fixed for rates for 
days deposit deposit 
worked dredging on works on 
during the basis the basis 
preceding of 220 days of actua l 
three years working working days 

(fn rupees) 

D .D. Waltair 170 26,976 33,330 6,354 
G.D. Mudlark 149 4,917 6,466 l ,549 
G .H.D. Durga 112 24,686 48,299 23,6J3 
S.D. Visakha l 6S 56,303 75,086 18, 783 

In respect of deposit works executed from 1st Apri l 1977 to 30th 
Ju ne 1979, the revenue lost amounted to Rs. 10 .05 lakhs. The 
Port Trust stated (September 1979) that the rates were based on 
the present day cost of equipment and that actua l operating ex­
penditure per day on the basis o f direct cost of operation even 
with reference to act ual working days was lower than the rates 
fixed by the port and that consequently, there would be no short 
recovery. It was, however, noticed in test-check in audit that 
the dred ging rates on the basis of origina l ~cost less depreciation 
etc. and actual number of working days worked out higher 
than the ra tes fixed by the Port Trust and even on this basis, 
the short recovery . amounted to Rs. 6.42 lakhs. 

4.4 The port bad leased out land measuring 55.13 acres for 
99 years w:th effect from 13th November 1940 to M/s Scindia 
Steam Navigation Ltd. (now Hindustan Shipyard Ltd). According 
to the terms of the lease executed in 1956, the Po rt Trust should 
carry o ut maintenance dredging in front of fitting out basin 
and launch ways during the lease period for ma inta ining water 
depths and recover dredging charges of R s. 8,600 and R s. 1,440 
per ·.mnum respectively. The dredging charges stipulated in the 
agreement were based on the then prevailing rate of R s. I 8 per 
I ,000 cft a nd on the assumption'.that the averag(annual:siltation 

. ,.. -
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would not be more than 1 foot. Revision of dredging charg~::; 
in the subsequent period had not been provided for in the 
agreement. 

The actual siltation , however, ranged from 2 feet to 2.5 feet 
per an11um and there had been considerable increase in the cost 
of dredging; the actua l cost of dredging up to 31st Ma rch 1979 
was R s.14.76 lakhs against which the total real isation from the 
co mpany was only Rs. 2.3 1 lakhs involving loss of.Rs. 12.45 lakbs. 
The Port Trust stated (December 1979) that in a meeti ng held 
on I 0th September 1979, a n acceptable formu la had been evolved 
for gradua lly increasing the recovery of dredging charges 
from the shipyard so tha t in 5 years full dredging costs at actuals 
would be recovered. The rate of recovery had , accordingly, 
been revised to Rs. 25,100 per annum from 1979 -80 from the 
previous rate of R s. 10,040 per annum. 

5. Port railway 

5. 1 The, traffic ha nd led by the port railway during 1973-74 
to 1978-79 was as under : 

(In lakhs of tonnes) 

1973-74 56.30 

1974-75 53 .00 

1975-76 73.20 

1976-77 82.50 

1977-78 84 .60 

1978-79 89 .90 

The net deficit as per pro form.a accounts on the working 
of the port ra iiway was Rs.8.28 lakhs in 1973-74, Rs. 53.22 
lakhs in 1974-75, R s. 111.47 lakhs in 1975-76, R s.' 13J. 83 lakhs 
in 1976-77, Rs. 258.14 lakhs in 1977-78 and Rs. 

0

163.90 Iak hs 
in 1978-79. 

The defici t had been worked out in the proforma accounts 
from J 975-76 onwards after taking into account the return on 
capital employed at 6 per cent and interest on capital investment 
at 9 p er cent. The heavy deficit for 1977-78 was due to 
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bringing into acco unt for the first time the rai lway and rolling 
s tock of the Outer Harbour Project amounting Ito 
Rs. 279.61 lakhs and taking for the first ~time the value of 
railway la nd at R s. 229.9 Jakhs (current market value, but not 
original cost) for computing the interest and return. 

The port railway charges were fixed from time to time by the 
Port Trust and got approved by Government. The Port Trust 
worked out certain cost based rates for the various rai lway oper• 
ations in 1976 and proposed (November 1976) for approval of 
Government, rates at 50 per cent to 100 per cent over the cost 
based rates; Government, however, approved (August 1977) 
rates at 69 to 80 per cent of the rates proposed by the Port 
Trust; the revised rates became effective from 15th Octo ber J 977. 
The approval to a further revision of rates proposed in May 1978 
was still awaited (August 1979). Thus, the railway earnings had 
no relatio n to the costs. 

5.2 According to a decision taken at an inter-ministerial 
meeting held on 5th November 1976, Government approved 
(March 1977) payment of terminal charges by the Indian Railways 
totheportrailwayfrom l stAprill97l to 31st March 1976 at 
Rs. l. l 8 per tonne of traffic other than iron ore, Rs. 1.2 1 per 
tonne of coal and at 80 per cent of ttie rate payable in res pect of 
iron ore traffic handled at North holding yard . Separate orders 
were to follow in respect of the subsequent 5-year period. These 
were still awaited (August 1979) and payment of terminal 
charges continued to be received by the port rai lway at the 
rates prevaili ng before the decision of 5th November J 976 
even after lst April 1976. 

6. Other points of interest 

6. l Based on the recommendations of a Committee in 1975, 
the Port Trust had assured its workers minimum guaranteed wages. 
D epending upon the number of engagements which the workers 
had duri ng the preceeding 12 months and as per discussions bet­
ween the Port Trust and the Union concerned, the• nu mber of 
minimum guaranteed days increased from 15 days to 21 days fo r 

' 
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'A' category workers and from 12 days to 18 days for 'B' category 
workers during the period from September 1969 to May 1975. 
In tnis connection, following points were noticed in test-check 
in audit. 

In respect of ore handling labour, t-he percentage of 
idle hours during 1978-79 had risen to 22. 8 as against 
7 .8 to 14 during 1974-75 to 1977-78; in respect of shore 
labour the percentage of idle hours ranged from 27. 6 to 
34.1 during 1974-75 to 1978-79. 

During 1974-75 to 1978-79, the wages paid to the workers 
for the days for which they could not be provided with 
work amounted Rs.~9. 74 lakhs for shore handling labour 
and Rs. 29.81 lakhs for ore handling labour. 

6.2 Purchase of barges.-The Port Trust invited 
(December 1969) global tenders for purchase of 3 barges 
and out of 5 tenders received (February 1970), accepted 
(March 1970) the tender of Garden Reach Workshop 
(GRW) at a cost of Rs. 74 lakhs per barge. The GRW offered 
a rebate of Rs. 3 lakhs per barge in case orders for 3 barges 
were placed on it; the offer was valid up to 15th April 1970. 
Orders were placed (March 1970) for orily 2 barges for delivery by 
February 1971 and March 1971 and it was decided (March 1970) 
to procure one ready-built barge so that it could be used during 
the first working season commencing from December 1970 and 
ending April 1971. However, as no ready-built barge was 
available, no barge was actually procured and no work was 
done during the first working season. The consultants, who 
bad been engaged by the Port Trust, recommended (30th April 
1970) re- tendering for procurement of the third barge which could 
be used during the second working season commencing from 
December 1971. F resh tenders were invited (May 1970) for the 
third barge with the same specification as those for earlier barges 
except for provision of a schuttle unit rand order was placed 
(September 1970) on the GRW at its tendered cost of Rs. 83.60 
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Iakhs. The)ncrease in cost was due to the price of the schuttle 
unit (Rs. 8. 08 lakhs) and enhanced taxes etc . (Rs. 1.52 lakhs). 
The request of the Port Trust to allow the rebate of Rs. 3 lakhs 
per barge was not agreed to by the GRW because orders for 3 
barges were not placed against the first offer of February J 970. 

Had the port authorities placed the order for the third barge 
also before the offer of GRW expired on 15th Apri l 1970 (which 
was considered necessary on 30th April 1970) they wo uld have 
saved Rs. 10.52 lakhs (Rs. 9 lakhs by way of rebate and R s. l.52 
lakhs by way of enhanced taxes). Government stated (January 
l 979) that the purchase of the third barge was to be viewed as a 
separate transaction and, therefore, the non-avai ling of the rebate 
could not be considered as a loss sustained. The fact, however, 
remained that as 3 barges were required by the port, had the pur­
chase orders been placed on the GRW for 3 barges before 15th 
April 1970 extra expenditure of Rs. 10. 52 lakhs could have been 
avoided. 

6.3 A ship (S.S. Jag Sevak) owned by an lndian shipping com­
pany ran aground near the entrance channel of the port on J 5th 
July 1965. The company abandoned the ship as a wreck in favou r 
of an insurance company and the inscrance company also noti­
fied (February 1966) to the port authorities that the wrc-ck had 
been sold to fi.m 'A' in January 1966. Firm 'A' intimated (April 
1966) the port imthorities about its ownersh ip of the wreck and 
requested for a piece of land near the beach for keeping tbe 
dismantled material of the wreck, which was made available 
(May I 966) to it by the Port Trust. 

As firm 'A' failed to remove the wreck, the port authorities 
claimed (January 1969) from it dredging: charges amount ing to 
Rs. 70,500 at the rate of Rs. 20,000 per annum from 15th July 
1965 and also proposed to take action under section 14 (1) of 
the Indian Ports Act, l 908 to 1emove the wreck at the cost cf firm 
'A' . A writ pet ition, fi led (January 1969) by firm 'A' against the 
port authorities in the High Court of Andbra Pradesh fer their 
proposed aC'tion was dismissed by the Court in September 1969. 
As firm 'A' did not remove tl1e wreck even after the dismissal of 
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the writ petition, tenders were invited by the Port Trust in October 
1969, but there was no response . When tenders were re-invited in 
July 1972 i.e. after about 3 years, only one tender from a foreign 
firm was received and the work was awarded( March 1973) to it 
for Rs. 84. 80 lakhs and the wreck was removed (July 1975) at 
a cost of Rs. 107. 53 lakhs. A suit, filed by the Port Trust on 29th 
August 1978 for recovery of the charges(estimated at Rs. 181. 53 
Iakhs) from firm 'A ', the insurance company and the shipping 
company re;mzined to be settled (July 1979). Due to the belated 
action ta ken by the Port Trust after October 1969 and then July 
1975, the amount of Rs. 181. 53 lakhs due to the port had not 
been recovered so far (D ecember 1979.) 

6.4 Out of the machinery procured at a ·cost of Rs. 655. 56 
Jakbs for construction of the Outer Harbour Project and rendered 
surplus on its completion (December 1976), machinery valued 
at Rs. 453.72 lakhs was di posed of (January and February 1977) 
and machinery valued at Rs.201. 84 lakhs (on which a sum of 
Rs. 37. 83 lakhs was recovered from the construction contractor 
towards depreciation and hire) was yet to be disposed of l ov­
ember 1979). 

Further, cer1 ain item of machinery sucb as shiploaders (2) 
meta l detectors (2) wcighto-metcrs (2) and a sampling plant 
(total value : Rs. 22.08 lakbs) which became surplus tc requir­
ements after cpening of the Outer Harbour for traffic in December 
1976 had alsc not been disposed of (November 1979). The ~hip­

loaders (2) valued Rs. 16. 14 lakhs, for which an offe1 for Rs. 
8. 00 lakhs was accepted (November J 979) by the Port Trust 
were yet (January 1980) to be lifted by the purchaser. The 
Pott Trust stated (.November 1979) that tenders for a number of 
remaining items had since been received (October 1979) and 
were under scrutiny. 

7. Summing up. - The following a1e the main points that 
emerge: 

Even 15 years after the fo1mation (1964J of the Port 
Trust, the initial capital provided by Government (adop­
ted by Port Trust at Rs. 1190. 69 lakhs provif.ionally), 
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its terms and conditions and rate of interest applicable 
to it bad not been determined by Government. The 
Port Trust paid interest at 4 per cent only on the capital, 
excluding a sum of Rs. 89 . 14 Jakiis representing capita­
lised interest portion; such unpaid liability on interest 
to the end of March 1979 amounted to Rs. 53 . 80 lakhs. 

The operating income of the port was not even adequate 
to cover the direct operating expenditure. For handling 
of iron ore at the Outer Harbour, as against the cost 
based rate of Rs. 41.90 per tonne, the rate allowed by 
Government was only Rs. 15. 55 per tonne for 1976-77, 
Rs. 18 . 15 per tonne for 1977-78 and Rs.21.07 per tonne 
from 1st April 1978. 

Loss sustained by the Port Trust during the Fourth Five 
Year Plan period due to non-approval by Government of 
the levy of 15 per cent surcharge on iron ore traffic was 
about Rs.2 . 5 crores which adversely affected the reserve 
position of the port. 

Out of Rs. 64.22 lakhs of rents outstanding from tenants 
as on 31st March 1979, Rs. 38.54 lakbs were stated 
(January 1980) to have been recovered and cases for 
recovery of Rs. 23. 12 lakhs were pending in courts. 

Though the overall berth occupancy in the port was 
high , on th e basis of current berth utilisation the port 
was still in a position to handle further traffic and, thus, 
the existing _facilities were not fully utilised. 

None of the 4 dredgers of the port worked for 220 days 
in a year according to the norms recommended by the 
Commission on Major Ports and the Dredger Uti lisation 
Committee and accepted by Government. The quanti­
ties dredged during 1977-78 and 1978-79 represented 
only 52 .12 per cent and 66.06 per cent respectively of 
the port's capacity for dredging. 

-
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The rates of recovery for deposit dredging had not been 
correctly fixed resulting in reduction in revenue to the 
extent of Rs. 6.42 lakhs for the period April 1977 to 
June 1979. 

The Port Trust could not recover the actual cost of dre­
dging from the Hindustan Shipyard Ltd. in view of a 
provision in the agreement spel:ifying a fixed amount 
towards payment for maintenance dredging resulting 
in excess of expenditure over income to the extent of 
Rs. 12 .45 lakhs to end of 1978-79. 

The port railway had been showing deficits of R s. 131. 83 
lakhs (1976-77), Rs. 258. 14 lakhs (1977-78) and 
Rs. 163. 90 lakhs (1978-79) as the rates 1 approved by 
Government were far lower than the cost based rates. 

There has been heavy idle time in the case of shore 
labour during 1974-75 to 1978-79. Idle hours had also 
increased considerably Ill the case of ore handling 
labour in 1978-79. 

The Outer Harbour, which was originally anticipated 
to be completed .by June 1974, was actually completed 
by July 1976. The estimated cost of the project which 
was originally R s. 36.97 crores was revised !May 1978) 
to Rs. 109 .45 crores and the expenditure incurred to 
the end of March 1979 was Rs. 99. 39 crores. 

E xtra expenditure cf Rs. I 0. 52 lakbs was incurred due 
to delay in placing orders and consequent inability to 
avail rebate, etc. on the purchase of 3 barges. 

Recovery of a sum of Rs. 181.53 lakbs spent by the 
Port in the removal (July 1975) of a ship wrecked in 
July 1965 was pending in a court of law (November 1979). 

Surplus machinery costing Rs. 223 .92 lakhs after com­
ple.tion of the Outer Harbour Project in December 1976 
had not yet been disposed of. 

SJ l AGCR/79-18 
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ANNEX URE I 

(referred in pa ra 4 .1) \_ 

Statement showing the no. of dredging days, non-dredging days and quantity 
dredged during the 5 years 1974-75 to 1978-79 

Name of the d redger Year No. of No. of Q uantity 
dredging non-dredging dredged 
days · days due to (in 

Mechanical lhousand 
repa irs, 
Overhaul a nd 

cum.) 

Sundays & 
Holidays 

2 3 4 5 _..,.._ 
1. S.D. Visakha 1974-75 182 183 574 . 12 

1975-76 166 200 556.00 
1976-77 145 220 718.79 
1977-78 )]4 251 471 .44 
1978-79 86 279 403 .65 

2. D .D. Waltair 1974-75 Jl8 247 3.6 
1975-76 201 165 48.21 
1976-77 191 174 87.84 
1977-78 133 232 32.87 
1978-79 106 259 2 1.57 

3. G.H.D. D urga 1974-75 F 78 287 83. 60 
A 117 248 ~ 

1975-76 F 128 238 84.74 
A 64 302 / 

1976-77 F 131 234 106.80 r 
A 104 261 

1977-78 F 75 290 89 .33 
A 117 248 

1978-79 F 42 323 88.52 
A 138 227 

4 G.D. Mudlark 1974-75 154 211 .15 . 75 
1975-76 148 2 18 8. 12 
1976-77 144 221 7. 1 I 1977-78 158 207 .7 .86 
1978-79 90 275 4 .56 

5. M .D . Varaba 1977-78 7 3 151 259. 73 
1978-79 215 150 574.97 -

,,. 
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CHAPTER V 

DEPARTMENTALLY MANAGED GOVERNMENT 
UNDERTAKINGS 

38. General.-On 31st March 1979, there were 38 depart­
mentally managed Government undertakings of commercial and 
quasi-commercial nature, as against 37 departmentally managed 
Government undertakings as on 31st March 1978; the addition 
being that of the Canteen Stores Department. Funds of Canteen 
Stores Department have been merged with the consolidated 
Fund of India from 1-4-1977 and transactions of the Depart­
ment are to be included in the civil estimates grant of the 
Ministry of Defence. 

The financial results of these undertakings are ascertained 
annually by preparing pro Jonna accounts outside the general 
accounts of Government. Trading and Profit and Loss Accounts 
and Balance Sheet are not prepared by two undertakings viz . 
Department of Publications, Delhi and Government of India 
Presses; instead stores accounts are prepared. Jn pursuance of 
the recommendatio'n of the Public Accounts Committee, Go­
vernment have agreed to prepare the Manufacturing, Profit and 
Loss Account and Balance Sheet in respect of Government of 
India Presses and the format of accounts for this purpose are 
under finalisation. 

Pro f01ma Accounts for the year 1978-79 have been received 
so far (December 1979) for audit from only 4 undertakings 
(Serial Nos. 16, 18, 31 and 38 of Annexure 'A'). A synoptic 
statement showing the summarised financial results of all the 
departmental undertakings, on the basis of their latest avail­
able accounts, is given in Annex.ure 'A' . 
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ANNEXURE 'A' 

SUMMARISED FINANCIAL RESULTS OF DEPARTMENTALLY MANAGED GOVERNMENT UNDERTAKlNGS 

(Figures in thousands of rupees) 

SI. Name of the Pe1iod Govern- Block De pre- Profit(+)/ Interest on Total Pcrcen-
No. Undertaking of ment Assets ciation Loss(- ) Govern- return tage or Remarks 

accounts Capital (Net) tG dah: ment total 
Capital return 

to 
mean 

capita! 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 

MINISTRY OF 
FINANCE N 

°' 1. India Security 00 

Press, Nasik 
Road. 1976-77 4,21,97 3,41,77 1,58,91 ( +)3,02,40 99,42 (+) 4,01,82 21.83 

2. Currency Note 
Press, Nasik 
Road 1977-78 7,07,01 5,94,98 1,79,45 (+)I ,88,90 1,12,48 (+) 3,01,38 14.74 Figures are 

based on the 
unaudited 
accounts. 

3. Government 
Opium Factory, 
Ghazipur 1976-77 24,36 19,08 5,61 ( + )10,28,30 ( + )10,28,30 

4. Govemment 
Opium Factory, 
Neemucb 1977-78 26,17 14,23 l ,53 ( + )12,89,35 ( + )12,89,35 

l 'I !" 1 
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5. Government 
Alkaloid Works, 
Neemuch 1976-77 2,65,77 2,65,67 3,17 The under-(-)17,25 6,89 , (-)10,36 

taking was in 
construction 

• stage upto 
31-10-76. I t 
started o pe-
ration from 
1-11-76 and 
Proforma 
Profit and 
Loss Account 
and Balance 
Sheet have, 
therefore, been 
prepared for N 
the period °' from 1-11-76 "° to 31-3-77. 

6. G ovl!rnment 
Alkaloid Works, 
G ha7ipur 1976-77 8,48 5,32 3,16 l + )27,55 4,48 ( + )32,Q3 70.13 

7. India Govern-
ment Mint, 
Bombay 1976-77 11 ,20,85 2,09,40 *7,88 ( +) 11,64,47 18,23 ( +)11,82,70 63.09 

8. I ndia Govern-
ml!nt Mint, 

1.19,72 l ,00,48 Calcutta 1976-77 1,47,90 1,95,01 (+)10, 17,46 ( + ) 11 , 17,94 60 .08 

9. Ind ia Govern-
ment Mint , 
Hyderabad 1977-78 5,95,92 1,64.40 39,01 ( +)36,26 57,23 (+)93.49 8 .98 

•o~preci<ition for th!: year only . 



(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (II) 

10. Assay Depart-
ment, Bomba)(. 1976-77 1,70 1,42 *10 (+)4,17 (+)4,17 

11 . A~say Depart-
ment, Calcutta 1976-77 74 63 •3 (+)51 (+)51 

12. Silver Refinery, 
Calcutta 1975-76 59,49 46,98 66,96 (-)5,66 1,69,60 (+)1,63,94 5.12 

13. Bank Note 
Press, Dewas 1976-77 17,87,69 19,29,04 1,27,63 (+)3,20,94 l , 16,17 (+)4,37,11 19 .72 

MINISTRY OF 
INFORMATION 
AND BROAD- "' CASTING 

...,, 
0 

14. All India Radio 1974-75 54,23,72 Capital 16,67,31 (-)3,85,56 1,83,71 (-)2,01,85 
Assets 

37,06,64 
Revenue 

Assets *9,80 
---

49,77 

15. Radio Publi- • 
cations, 

All India Radio 1974-75 1,36,67 19 •3 (- )15,22 20 (-)15,02 

I 
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•• 
16. Fitms Dh·ision 1978-79 1,99,06 1,26,77 1,14,65 (·- )41,45 17,56 

17. Commercial 
Broadcasting 
Service, AU 
India Radio 1974-75 

MINISTRY OF 
COMMUNICATIONS 

18. Overseas 
Communications 

89,63 Capital 
Assets 

72,14 
Revenue 
Assets 

10,20 ( + )3,43,71 

7,30 •97 

•• 
(-)23,89 

( +)3,43,71 

Service, Bombay 1978-79 39,08,87 24,26,75 10,40,61 (+)32,60,89 2,20,24 (+)34,81,13 86.94 

*Depreciation for the year only. 

••Before ad­
justment of 
notional value 
(Rs. 21,60,168) 
on films releas­
ed for free 
exhibition. 



(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) ....... 

MINISTRY OF 
SHIPPl NG AND 
TRANSPORT 

19. Lighthouses 
and Lightships *** @@ 
Department 1976-77 18,31,70 15,95,01 2,38,66 ( + )12,26 30,00 (+ )42.26 2 .48 ***Thi5 con-

sis ts of the 
b alances cf · 
Govt. Capital 
Account and 
Capital out-
lay Account. 

@@ Interest N in accordance .....:i 
with the ins- N 
tructions con-
tained in the 
Ministry of 
Finance Office 
Memorandum 
No. F.1(35)-B 
71 dated 
23-1-1974 has 
not been 
charged. 

20. Shipping 
D epartment, 
Andamans 1972-73 43,58 56,80 *7,89 (- )80,15 4,47 (-)75,68 

21. Ferry Service, 
Anda mans@ 1975-76 2,69 11,98 •2,11 (-)24,37 36 (-)24,01 

1 T 
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22. Marine 
Department 
(Dockyard). 
Anda mans@ 1975-76 73,26 4,41 *26 (-)4,62 4,50 (-)12 

23. Chandigarh 
Transport 
Undertaking, 
Chandigarh 1977-78 l ,54,52 l ,27,29 27,23 (-)4,65 7,33 ( + )2,68 2.01 

24. State Trans-
port Service, 
Andamans@ 1976· 77 35,87 26,83 39,30 (-)15,86 1,77 (-)14,09 

MfNISTRY OF 
AGRICU LTURE 
AND IRRIGATION 

N 
....;] 

25. Central Ferti- I» 

lizer Pool 1969-70 58,31,29 ( + )3,87,78 l,62,89 ( + )5,50,67 15.63 

26. Delhi Milk 
Scheme 1976-77 5,98,38 3, 19,84 4,00,98 (-)6,36,48 37,11 (-)5,99,37 

27. Forest 
Department, 
Anda mans 1976-77 1,29,08 66,73 *14,90 (+)21 ,07 l l ,35 (+)32,42 11 .86 

28. fee-cum-
Freezing Plant, 
Ennkulam 1977-78 30,3 1 8,12 18, 12 (-)1,13 77 (-)36 

- - -------··---
*,) ;p ·: : i:u i n f>r th: Y.!:lr only. 
@ Pro fvrma Accounts ha ve not been prepared according to the revised procedure vidc Ministry o f Finance Office 

M ;m1 No. F.1 (35)-B/71 cl;it;;cl 23. 1.1 974. 



(J) (2) ('.l) (4) (5) (6) (7) (8) (9) (10) (II) 

MI NISTRY OF 
H EALTH AND 
FA Ml.LY 
WELFARE 
29. Central Re-

search Institute, 
Kasauli 1977-78 19,76 6,70 **9,71 (+ )10,37 2,56 ( + )12,93 27.74 **Depreciation 

includes con-
sumption on 
Live Stock 

30. Medical Stores 

for the year 
1977-78 only. 

Depots@ 1973-74 8,11,05 43,18 I S,11 ( + )31,34 43,63 ( +)74,97 8.45 
31. Bakery and 

Vegetable 
tJ Garden of the .....:i 

Central Insti- ~ 

tute of Psy-
chiatry, Kanke, 
Ranchi. 1978-79 3 1 28 

MCNISTRY OF 
*0.4 ( + )3 2 ( + )5 29.07 

WORKS AND 
HOUSING 
32. D epartment of ( ••Trading 

Publications, 1 and Profit 
Delhi 1976-77** I and Loss 

Accounts and •• Balance Sheet 
33. Government 1975-76 I are not pre-

of India pared, instead 
Presses J only stores 

accounts are 
Lprepared. 

t 
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MlNISTRYOF 
ENERGY 

34. Electricity 
Department, 
Andam:in~@ 1973-74 49,20 

35. Electricity 
Department, 
Lakshadweep 1977-78 59,12 

DEPARTMENT OF 
ATOMlC ENERGY 
36. Atomic Power 

Authority 
37. Rajasthan 

1975-761 ,20,90, 16 

Atomic Power 
Station-I 

MINlSTRY OF 
DEFENCE 

1977-78 

38. Canteen stores 
Department• .. 1978-79 

61,81,43 

48,00 

*Depreciation for the year only. 

l 

49,66 *3,10 (-)28,00 2,68 (- )25,32 

4 1,49 IJ,66 (-)19,53 3,22 (- )16,31 

52,35,89 15,22,89 (+)2,43,83 5,60,95 ( + )8,04,78 6.67 

49,76,93 8,82,63 (-)7,01,06 4,19,43 (- )2,81,63 

60,37 88,91 (+)3,53,00 (+ )3,53,00 28.06 

@Proforma Accounts have not been prepared according to the revised procedure vide Ministry of Finance Office 
Memorandum No. F.1(35)-B/71 dated 23-1-1974. 

* .. l. From 1-4-77, the funds of the Department have been merged with the Consolidated Fund oflndia and the transac­
tions a re ro uted through the civil estim<: tes in the grant rela ting to Ministry of Defence. The Accounts have been 
prepared in the old forms and the revision o f the format is under considera tion . 

:?.. The instructions contained in the Ministry of Finance Office Memo No. F.l (35)-B/71 da ted 23-1-1974 have not 
b~en follow~d and neither the mean capital has been shown on the face of the Accounts, nor interest on the sa me 
ch:irg.:d in th!Accoun ts.Fo1 the purpose of return on mc3n ca pita I, the mean of opening balances and c losing balances 
of(a) Capita l (b) Funds and Specific Rese1vesand (c) Board of Control's Genera I Purposes Fund has, therefo re, 
been adopted. 
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MINISTRY OF E NERGY 

39. Electricity Department of Andamans 

Delay and deficiencies in the preparation of Proforma Accounts 

T he Andamans Electricity Depar tment was declared Com­
mercial in 1961-62. In order to ascertain thejworking: resu ltsJof 
the D epa rtment, the Proforma Accounts (in the form applicable 
to Electricity Boards) prescribed in 1972 were required to . 
be drawn up every year. 

The D epartment has compiled Proforma Accounts upto the 
year 1973-74 only. A scrutiny of these acco unts which were 
made availa ble to Audi t on 6th June 1977 indicated the fo llowing 
defects a nd deficiencies 

(a) The Depa rtment has not maintai ned in itial accounts on 
double entry system ; essentia l records Jjke Journal, 
Ledger a nd Trial Balance have no t been kep t, no r have 
the Profo1 ma Accounts been prepared in tbe prescribed 
fo rm. 

The Mi nistry stated (September 1979) that due to non-avail · 
a bility of qualified staff, double entry system, essentia l records, 
like Journa l, Ledger , Trial Ba lance, etc. could not be maintained 
and the same will be introduced, when adequate qualified staff 
is posted by the Administra tion. 

(b) Prior to March 1967, the charges for electricity consumed 
by G overn ment employees used to be recovered from 
their pay bi lls and the respective drawing and d isbur~ing 

officers were to inform the particulars of recoveries 
made to the Electricity Depart men t. The dues from 
G overn ment D epa rtments used to be adj usted th rough 
book transfer bills u pto 1973-74. Thereafter, the charges 
fo r electricity are being collected in cas h. For tlie 
earlier periods, it was not.iced in audit that necessa ry 
particula rs of recoveries bad not been recordt'd in the 
respective consumer ledgers in a number of cases, with 

-

f 

-
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the resul t that Audit could not ve rify the accuracy of the 
sundry debtors. 

The electricity dues outstanding for realisation for 
the period upto March 1967 in cases of Government 
servants and upto 1968-69 in cases of private parties 
and Government Departments as on 1st December 1972 
were Rs. 1,00,391. By deputin g a special team to all the 
offices fo r collection of recovery particulars and on the 
basis of correspondence with offices, etc., the Depart­
ment could adjust a sum of Rs. 48,056, leaving a balance 
of Rs. 52,335 as per details given below 

Parties from whom d ue 

(i) Priva te parties 

(ii) Government servants 

(iii) Governmen t 
departmen ts 

Amounts o ut- Adjus ted 
standing as so fa r 
onl -12-1972 

Rs. 14,062 Rs. 1,587 

Rs. 79,426 Rs. 45,537 

Rs. 6,903 R~. 932 

Rs. 1,00,391 Rs. 48,056 
----

Balance for 
adjustment/ 
rea lisation a s 

on 1-12-1978 

Rs. 12.475 

Rs. 33,889 

Rs. 5,971 

Rs. 52,335 

The Ministry stated (September 1979) that efforts 
are being made to recover the outstanding dues and prog­
ress reports are being submitted to the Administration ; 
the question of writing off of irrecoverable dues, due to 
death and other reasons, has been taken up with the 
Administration. 

(c) The Department is authorised to make bulk p urchases 
under "534-Capital Outlay on Power Projects-Sus­
pense", for subsequent consumption undrr "334-Power 
P rojects" and also under "534-Capital Outlay on Power 
Projects (other than suspense head)". Though the 
Dep artment, as a whole, has been declared as commercial, 
the balance of closing stock under "534-Capital Outlay 
on Power Projects- Suspense" has not been incorporate d 
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in the Proforma Accounts up to 1973-74. The transac­
tions under suspense head for the three years ending 
1973-74 were as follows :-

Purchases Issues d uring Closing 
during the the yea r (Cr.) ba lanc: 
year (Dr.) 

1971-72 Rs. 8, 18, 769 Rs. 7,06,738 ( + )Rs. 1, 12,03 1 

1972-73 Rs. 7,50,546 Rs. 7,50,593 (- )Rs. 47 

1973-74 Rs. I 0,22,888 Rs. 5,92, I 05 ( + )Rs. 4,30, 783 

The Ministry stated (September 1979) that transac­
tions relating to suspense head cou ld n ot be incorporated 
in the proforma accounts due to dearth of qua lified staff 
and non-maintenance of priced stores ledgers. 

(d) The valuation of closing stock of materials was being 
made on the basis of data available at head-qua1tas 
only and the stock in various sub-divisions was not 
incorporated in the Proforma Accounts. I tem-wise 
details of the closing stock with its val uation were a lso 
not produced for purposes of audit. 

The Ministry stated (September 1979) that the value of 
closing stock at sub-divisions could not be incorporated due to 
non-maintenance of proforma accounts. 

(e) Physical verification of stores was not conducted annually. 
After the physical verification was conducted from 
10-12-1973 to 17- 1-1974, the next verification was under­
taken from 17- 1-1977 to 29-1-1977. The physical verifi­
cation conducted in 1977 revealed surpluses in 224 items 
a nd shortages in 152 items against 1503 items in stock. 

The Ministry stated (September 1979) that with the 
physical varification of stores having been conducted 
upto February 1979, all surpluses and shortages are being 
regularised. 

(f) The cost of articles issued on loan was not included in 
the proforma accounts. 

-
\ 
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In paragraph 2 . 35 of its 37th Report (5th L(!k Sabha-April 
l 972), the Public Accounts Committee had referred to delay in 
compila tion o f the Proforma Accounts and a lso to the deficien­
cies in the maintenance of the accounts. T he Committee had, 
inter-alia, recommended tha t the " dearth of qualified staff to 
compi le the accounts, in perfect manner" , should be remedied 
soon so tha t rel iable working results were available promptly 
to the authorities to evaluate the performance and to take a ppro­
p riate remedia l measures. Although a period of over 7 yea rs 
has elapsed, no improvement is noticeable in this regard, as not 
only the compila tion o f Proforma accounts continues to be 
delayed but a lso the Proforma accounts prepared so far suffer 
from the vario us shortcomings mentioned above mainly on 
account of non-maintenance of suitable records. Accordingly, 
the basic objective o f compil ing the Proforma accounts for ascer­
taining the working results of the Undertaki ng has not been 
achieved. 

The M inist ry stated (September 1979) that most o f the defects/ 
deficiencies were due to non-avai lability of q ualified sta ff and the 
question of creation/posting of addi tional staff was under con­
sideration. 
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MINIST RY OF SHIPPING AND TRANSPORT 

(Transport Wing) 
40. Chandigarh Transport Undertaking 

1. Introduction 

Consequent upon re-organisation of erstwhile Punjab State, 
city routes operated by the erstwhile Punjab Roadways in Chandi­
garh were t ransferred to the newly formed " Chandigarh Trans­
port Undertaking" with effect from 1st November 1966. Besides, 
the U ndertaking runs services on inter-State routes. 

The Undertaking is departmentally run by Chandigarh 
Administra tion and its day-to-day business is conducted by the 
General Manager. 

2. Capital structure 

The table below indicates the funds invested by Central 
Government during the last three years ending 1977-78 :-

Particulars 1975-76 1976-77 1977-78 

Capital Account 
Current Account 

3. Working results 

89.57 
(-)11.22 

78.35 

(Rupees in lakbs) 
124.52 154.52 

(+)1.70 (+)5.03 

126.22 159.55 

The proforma accounts for 1978-79 are yet (December 1979) 
to be finalised by the Undertaking. The table below incor­
porates the working results fo r the years 1975-76 to 1977-78 :-

(i) Revenue 
(ii) Expenditure 

(iii) Profit(+ )/ Loss(-) 
(iv) Interest on mean capi tal 
(v) Total return 

[i.e. (iii)+(iv)) 
(vi) Mean Capital 

(vi) Percentage of return on mean 
capital 

1975-76 

87.89 
86.78 

(+)I.I I 
3.85 

(+)4.96 
72 .64 

6 .83 

J 976-77 1977-78 

(Rupees in lakhs) 
96.61 125.38 

103 .53 130 .03 
(-)6.92 (-)4.65 

6.54 7.33 

(-)0.38 
100 .07 

(+)2 .68 
133.35 

2 .0 1 

Note:-Simplified proforma accounts for 1977-78 appear in Appendix m 

·' 

' 
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The profit earned in 1975-76 and losses incurred in 1976-77 
and 1977-78 are after taking into account non-operating revenue 
(which mostly comprised rent receipts, parking fee, advertisement 
fee and sale proceeds of the buses and old parts) amounting to 
Rs. 10.80 lakhs in 1975-76, Rs. 11.51 lakhs in 1976-77 and 
Rs. 13 .79 lakhs in 1977-78. 

The Management attributed (June 1978) the losses to the 
following 

19.76-77 

(i) Provision for ex-gratia payments at enhanced rateli 
(Rs. 1.43 lakhs). 

(ii) Increase in establishment expenditure on acco unt of 
higher dearness allowance. 

(iii) Decline in revenue on account of introduction of new 
route system with effect from 2nd October 1976. 

(iv) Adjustment of interest on capital pertaining to previous 
years (Rs. l. 14 lakhs) . 

1977-78 

{i) Rise in prices of diesel and lubricants. 

(ii) High establishment charges on account of increase m 
dearness allowance. 

(iii) Impact of the route system introduced from 2nd October 
1976 for the first seven months of the year (i.e. upto 
lst November 1977 when it was revised). 

S/1 AGCRn9-19 
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4. Operational Performance _J 
The following table gives the details of operational statistics 

\ for the last three years -
1975-76 1976-77 1777-78 

- ---
(i) Number of routes 

Local 22 28 31 
Mofussil J 1 10 11 
Total 33 38 42 

(ii) (a) Gross Kilometres per-
·, 

formed (in lakhs) 57 .64 66 .28 79 .3J 
(b) Effective kilometres opera ted 

(in lakbs) 
Local 33. 10 39.52 47.91 
Mofussil 20 .27 22 .0J 27 .04 ~ Total 53 .37 61. 53 74 .95 

(c) Average effective kilometres 
operated per day 
Local 9,068 10,827 13,126 ·~ 

Mofussil 5,553 (i,030 7,408 
Total 14,621 16,857 20,534 

(d) Average number of buses 
on road 
Local 48 68 79 
Mofussil 20 22 30 
Total 68 90 109 

(e) Average effective kjlometres 
opera ted per day per bus 
Local 489 159 166 
Mofussil 278 274 247 ,..... 
Total 215 i87 J88 

(f) Percentage of effective 
kilometres to gross kilo-

f metres 92 .r6 92.8 94. 5 
(iii) (a) Total cost per kilometre 

(in rupees) 1 . 63 1 . 68 l.74 
(b) Total revenue per kilo-

metre (in rupees) 1.64 l. 57 1.67 
(c) Profil (+)/Loss(-) per 

kilometre (in rupees) (+)0. 01 (-)0 . ll {-)0:07 
(iv) Break-even load factor 

(a) Local ~5 % 98% HO % 
(b) Mofussil 93% 76 % 79% 

(v) (a) Seat-kilometre o ffered 
2,828.84 (in la lchs) 3,261- 34 4,122 .27 

(b) Passenger kilometres 
1,846.04 occupied J ,601 .23 2,623 .26 

(c) Occupancy ra tio (per cent) 56. 6 56.6 63.6 -
NGtes: 1. ~nditure in 'l'CS-pcct of loca l routes and mofussil irouies was 

.not mainta.ined by the Management separa tely. ,.. 

2. Separa te 1igures for locai and .mefussil IOutes in ,respect of (v) 
above were not ava ilable. 
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1be following facts are relevant 

(i) Even though there was increase in the effective kilometres 
operated and the percentage of effective kilometres to 
gross kilometres had also shown an improvement, the 
average effective kilometres per day per bus came down 
as follows :-

(a) Local routes-from 189 in 1975-76 to 159 in 1976-77 
and to 166 in 1977-78. 

(b) Mofussil routes-from 278 in 1975-76 to 274 in 
1976-77 and to 247 in 1977-78. 

Taking the local and mofussil routes together, 
the average effective kilometres per day per bus declined 
from 215 in 1975-76 to 187 in 1976-77 and to 188 in 
1977-78. The reasons for decline in effective kilometres 
per day per bus have not been analysed. 

The Ministry stated (January 1979) that the opera­
tion of 215 kilometres per bus per day in 1975-76 was 
abnormal as a large number of buses were given to the 
Police Department for the maintenance of law and 
order. 

(ii) The Undertaking had not compiled the data relating 
to trips scheduled and trips missed. In its absence, 
no parametre was available to ascertain whether the 
operation of the buses was to the optimum. As a re~ult, 
managerial control was ineffective. 

(iii) The average occupancy ratio was 56 .6 per cent in 1975-76 
and 1976-77 and 63.6 per cent in 1977-78. The reaaons 
for low occupancy had not been analysed. 

(iv) The break-even-load_factor in respect of local routes was 
showing a continuous increase and it stood at l IO per cent 
in 1977-78, thereby indicating that operation of local 
routes was uneconomical . The higher break-even-load 
factor in respect of local routes has been attributed by 



the Undertaking to decline in seating. ca·pa.cjty ~d fares 
as compared with the qata for 1975-76. 

5. Fleet strength 

· The fleet strength of the Undertaking at the close of last 3 
years was as follows 

.. 

Buses a s on 

3lst March 1976 
31st March 1977 
31st March 1978 

Ashok Leyland 

65 
73 
95 

Bedford 

8 
25 
25 

To lat 

73 
98 

120 

In this connection, following observations are made 

(a) The addition of Bedford (mini) buses was made from 
1973-74 onwards with a view to strengthening the local 
services and meeting contract demand for marriages, 
etc. The Special Traffic Committee appointed by the 
Chief Commissioner, Chandigarh Administration for 
reviewing the working of new route system and mini 
buses had concluded (AugUst 1977) that these were a 
·source of trouble to the public and were unec.onomic as 
minimum revenue for their operation worked out to 83 
paise per kilometre against an expenditure of Rs. 1 .40 
per kilometre. 

(b) The Undertaking bas fixed the life of leyland vehicles 
at a run of 4,00,400 kilometres. No life of Bedford 
lmini) buses in terms of kilometres to tie covered was 
fixed. As on 3 lst March 1978, the Undertaking held 
31 vehicles (Jeyland make) which had crossed the pres­
cribed limit of 4,00,400 kilometres without incurring 
heavy maintenance expenditure on these buses. 

\ . 
~. ;Jnventory ~ontrol 

The following table indicates the closing balance of tyres and 
other stores at the end of the last three years :-

- Year 

1975-76 
1976-77 
1977-7~ 

Tyres Other stores 

(In terms of months' consumption) 
0 .6 7 .5 
0 . 3 13 .7 
Q.9 11 .. 9. 

·' 

~. 

f 



The following aspects of the inventory control deserve i;nen-
tion :- ' '1 

• • • • ; • ' • 

(a) No maxim~ and minimU;ID J~vels of store holdings 
have been fixed: 

(b) A,nalysis of slow/non-mQving items has not been i:riade. 

(c) Records in respect of serviceable parts removed from 
condemned vehicles were being maintained only from 
15th July 1978 when the question was raised in audit. 

7. Workshop 

The Undertaking operates a workshop for repairs and main­
tenance of its buses. The Workshop bas a strength of 122 
personnel (as on 3Jst March 1978) and operates on 2 shifts. 

An analysis of its performance revealed the following 
features :-

(i) Estimates for labour hours required for completion of 
various jobs were not drawn up. The job cards were 
incomplete in as much as these did not indicate the time 
spent as well as stores and spares issued for repairs. 
No record was a lso maintained to indicate the time 
of arrival of a bus for repairs and its outsbedding, after 
repairs. In the absence of above, the reasonableness 
of the period of detention of buses at the workshop 
could not be ascertained. 

(ii) Norms for consumption of diesel oil or the life of new 
tyres and engines (new and re-conditioned) have not 
been fixed. 

Thus, in the absence of prop~r management information 
system, appropriate managerial control and remedial measures 
were lacking. 

The Ministry stated (January 1979) that it was not possible 
to fix up any norms for labour hours for various repairs, consump­
tion of diesel oil (which depends upon the condition of engine) 
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and that no such practice is prevalent in Punjab and Haryana 
Roadways. 

No reasons Jiave been given as to why it was not possible to 
prepare the estimates (not the norm) for labour hours as well as 
to fix the norm for consumption of diesel oil, etc. Besides. 
no records were available in support of the statement that such 
a practice was not prevalent in Punjab and Haryana Roadways. 

8. Conclusion 
' It will be seen from paragraphs 4, 6 and 7 that management 

information system was lacking in vital areas of fleet operations, 
inventory control and workshop, thereby not only making the 
managerial control ineffective or inoperative~but also making it 
difficult to initiate corrective steps at the appropriate time to 
improve the working. 



CHAPTER VI 

OUTSTANDING AUDIT OBSERVATIONS AND 
INSPECTION REPORTS 

41. Outstanding Audit Observat ions.-Audit observations on 
financial transactions of Government are communicated to the 
departmental authorities from time to time.. Half-yearly reports 
of such observations which remain outstanding for more than 
six months are also sent by Audit to Administrative Ministries 
for taking necessary steps to expedite their settlement. 

(i) With the departmentalisation of accounts of Central 
Ministries/Departments and of the Union Territory of Delhi in 
a phased manner (with effect from 1st April 1976, 1st July 1976, 
lst October 1976 and 1st March 1977), vouchers relating to these 
Ministries/Departments and the Union Territory of Delhi ex­
cepting other Union Territories and transactions the accounts 
of which have not yet been departmentalised, are not received in 
Audit Offices. The outstanding audit observations, therefore, 
represent the observations which were made prior to the date of 
departmentalisation of accounts and also those raised up to 31st 
March 1979 in respect of the Union Territories and transactions 
for which accounts have not been departmentalised. The number 
of such audit observations in respect of the Ministries/Depart-

287 
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men ts and their attached and subordinate offices with comparati­
vely large outstandings on 31st August 1979 was as follows :-

Ministries/Departments Total Total 
number of amount 
observations· (La khs 
ma<le up to : of 
the date of rupees) 
depart-
mentalisation 
of accounts 
but out.. 
stand ing 
on 31 st 
August 
1979 

A, CIVIL DEPARTMENTS 

Agriculture a nd Irriga tion 
Commerce, Civil Supplies and 

Co-opera ti on 
Ed uca ti on and Socia I Welfare 
Energy• 
External Affa irs 
Finance 
Health and Family Welfare 
Home Affa irs 
Industrr 
Information and Broadcasting 
Labour 
Law, Justice a nd Company 

Affairs 
Shipping and Trans port 
Steel and Mines 
Supply and Rehabilita tion 
Works and Housing 
Culture 
Electronics 

2,405 

46i 
2,010 
1,416 
5,708 
7,731 
1,924 
4,297 

189 
1,131 

41 1 

446 

3,006 
934 
347 

4,351 
2,045 

524 

80.25 

397 . 79 
96.41 

483 . 13 
124 .07 
151. 68 
l 65. 97 
331 .70 
31 .85 
40.42 
15.33 

14 .05 

384 .35 
19.29 
21 .04 

453 .48 
125 .97 

41 .03 

Number Amount 
of obser- (Lakhs 
vations of 
made rupees) 
prior to 
April 1976 

1,408 

372 
1,274 

725 
4,283 
5,682 
1,605 
3,220 

173 

733 
271 . 

374 
2,500 

900 
268 

2,579 
1,852 

473 

24.71 

18 . 19 
60. 17 

187.84 
109.86 
95 .13 

123.48 
204 . 74 
31.37 
30 .72 
12. 44 

10.50 
360 . 76 
18. 75 
16 . 13 

302 .96 
111. 97 

31 .68 

B. DEPARTMENTALLY MANAGED COMMERCIAL AND QUASI­
COMMERCIAL UNDERTAKINGS 

Energy 
Informa tion and Broadcasting 

147 
11 

13 .33 
0.06 

57 

9 
1.55 

0 .05 

•Includes aud it observations raised up to March 1979 relating to Sala! 
Hydro-Electric Project, Jyotipuram. 
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~it) A broad ana lysis of the outstanding observa t ions is given l>elo.w: 

Nature of observations 

A. CIVIl. DEPARTMENTS 

(a)" S1nctions for establishment not received 
(b) Sanctions for contingent and misce llaneous 

expenditure not received 
(c) Sanctions to estimates not received 
(d) Detailed bills for lump sum drawals not received 
(e) Vouchers not received 
(f) Payees' receipts not received 
(g) Agreements with contractors/suppliers no t 

received 
(h) Payments to contractors/suppliers not in confor-

mity with contracts and agreements 
(i) Sanctions to write-off of losses, etc. not .rece ived 
(j) Breach of financia l propriety 

(k) Shortage of materials, non-accountal/less accoun­
ta l of materia ls, acceptance of ma teria l below 
s pecification, los~ due to theft, damage, etc. 

(I) Sanctions for reserve stock limit no t received 
(m) Other reasons 

Number Amount 
of items (Lakhs of 

rupees) 

479 11 .37 

1,855 126 .20 
249 189.35 

4,842 399. '()() 
3,035 145.63 

16,595 1,378 . 67 

204 325.00 

2 ll 7 .31 
2 0 .01 

73 3.61 

10 27.17 
3 66.26 

J 1,779 298. 23 

B. DEPARTMENTALLY MANAGED COMMERClAL AND QUASJ­
COMMERCIAL UNDERTAKINGS 

(a) Sanction for establishment not received 

(b) Sanction fo r con tingent and miscellaneous 
expenditure not received 

(c) Detailed bill for lump sum drawals not received 

(d) Vouchers not received 

(e) Payees' receipts not received 

(f) Other reasons 

J 

30 

98 

27 

0 .01 

0.01 

0. 34 

6.09 

6.94 

The expenditure in respect of which detailed bills and vou­
chers had not been submitted to the Audit Offices in terms; of 
the procedure existing prior to departmentalisation of account& · 
could not be subjected to detailed audit scrutiny. In such cases, 
as also in cases where payees' receipts, etc. had not been furnished, 
the possibility of misappropriation, fraud, etc. remaining undetec­
ted cannot be ruled out. 
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42. Outstanding Inspection Reports.-All Important financial 
irregularities and defects in initial accounts noticed during local 
audit and inspection are included in inspection reports and sent 
to departmental officers for necessary action. Besides, copies of 
the inspection reports, where necessary, and half-yearly statements 
of outstanding inspection reports are also forwarded to the Admi-
nistrative Ministries. · 

(i) The Ministries/Departments with comparatively large 
outstandings are shown below 

Ministries/Departments Year of Number of 
issue of outstanding 
the earliest 
outstanding Reports Para-
reports ~:s 

reports 

l 2 3 • 
A. CIVIL DEPARTMENTS 

Agriculture and Irrigation 1952-53 1,056 5,910 
Commerce, Civil Supplies and Co-operation 1964-65 368 2,005 
Education and Social Welfare 1955-56 1,242 3,548 
Energy 1961-62 762 9,389 
Externa I Affairs 1960-61 220 968 
Finance 1956-57 1,769 6,298 
Health and Family Welfare 1957-58 306 1,178 
Home Affairs 1960-61 882 2,865 
Industry 1960-61 355 1,210 
Information and Broadcasting@ 1961-62 258 1,046 
Labour 1962-63 339 1,099 
Law, Justice and Company Affairs 1963-64 147 511 
Planning@ 1963-64 166 529 
Shipping and Transport 1963-64 891 2,983 
Supply and Rehabilitation 1957-58 389 1,433 
Steel and Mines 1965-66 230 1,144 
Tourism and Civil Aviation 1958-59 286 2,010 
Works and Housing 1954-55 2,116 19,185 

Culture 1958-59 121 498 

@Due to inclusion of Inspection Reports relating to Bihar circle which 
were ommitted to be included earlier. 

-

........ 

~ 
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B. DEPARTMENTALLY MANAGED COMMERCIAL AND QUA.51-
COMMERCIAL UNDERTAKlNGS 

1 2 3 .. 
Agriculture and lrriga tion 1968-69 11 86 

Energy 1969-70 11 63 

Health and Family Welfare 1959-60 25 93 

Information and Broadcasting 1969-70 35 138 

Labour 1960-61 13 51 

Shipping and Transport 1966-67 10 (j() 

Works and Housing 1972-73 11 107 

Out of the above 12,019 inspection reports, even the first replies have not 
been received for 516 inspection reports issued till 31st March 1979 and 
remaining outstanding on 31st August 1979. 

(ii) The more important types of irregularities noticed during 
inspection and local audit are summarised below : 

Number of offices 
in which irregula­
rities were noticed 

A. CIVIL DEPARTMENTS 

l . Public Works Offices-

Number of offices inspected during 1978-79 633 

(i) Wasteful and infructuous expenditure due to defective 
plans, designs and abandonment of works 46 

(ii) Extra cost to Government due to rejection of lowest 
tenders or delay in accepting tenders 2' 

(iii) Excess payments due to non-observance of th~ conditions 
of contracts or non-provision of necessary safeguards in 
contracts 54 

(iv) Splitting up of purchase orderi 

(v) Unauthorised financial aids to contractors 

(vi) Delay in effecting recovery of security deposits from con­
tractors ana payment of contractor's bills 

19 

56 

22 

('fii) Arrears in maintenance and/or non-maintenance of initial 
accounts of road metal, mateiial-at-site accounts, etc. '45 

('fiii) Otheriirregularities 2 72 



Number of officca 
in which irregula­
rities were noticed 

2. Treasuries a nd o ther Civil Offices-

Number of offices inspected during 1978-79 

(i) Non-ob5ervance· of rules rela ting to custody and handling 
of cash, posting and maintenance of cash books, muster 
rolls, physical verification of cash, reconcilia tion 
of departmental receipts and remittances with the treasury 
records, recording of measurements, etc. 

(ii) Securities from pusons handling cash and stores not 

1,627 

333 

obta ined, or if obtained not for the prescribed a mount 65 

(iii) Stores a ccounts not maintained properly and periodical 
verifica tion not done 240-

(iv) D efective ma intenance and/or non-maintenance of log 
books o f sta ff ca rs, etc. 94 

(v) Loca l purchase of sta tionery in excess of authorised limits 
and expenditure incurred without proper sanctions 97 

(vi) Delay in recovery and/or non-recovery of receipts, advances 
and other charges, etc. 233 

(v ii) G eneral Provident Fund accounts of Oass IV Staff not 
mainta ined properly 133 

(viii) Payment of grant in excess of actua l requirements 

(ix) Sanctions to write-off of loans, losses, etc. not received 

(x) Ov.::rpayni.ent of a mounts disallowed in a udit not recovered 

29 

73 

153 

(xi) Non-disposa l of surplus/unserviceable condemned stores 17 

(xii) Other types o f irregula rities 1,427" 

-

\ 

( 
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B. DEPARTMENT A·LLY MANAGED COMME RCIAL AND QUASf­
COM MER CIAL UNDERTAKINGS 

Number of o ffices ins j)ectcd during 1978-79 

(i) Non-observa nce of rules rela ting to custody a nd hand ling 
of cash, post ing and maintenance of cash books, muster 
rolls, physica l vcr ifica tion of cash, reconcilia tion of depart­
m en ta l receipts and rem ittances with the t1easury reco1tls, 
record ing of measurements, etc . 
/ 

(ii) Stcres accounts not ma inta iPed properly <ir.d period ica l 
verifica tion not done 

(iii) D elay in recovery and /or non-rccoveiy o f receipts, advan­
·CCS and other charges, etc. 

(iv) Overpaymen t o f amoun ts d isallowed in a udit not recovered 

(v) Other types o f irregularities 

~· 

(K. C. DAS) 

69' 

JO 

29 

9 

105 

New Delhi Director of Audit, Central Revenues . 

The ·l2 9 FEB .98u 

Countersigned . 

(GIAN PRAKASH) -; 
New Delhi : 
The l3' 

·<..! 

Comptroller and Auditor General of India. 
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APPENDIX I 

( Vide paragraph 7) 

5tATBMBNT SHOWING LoSSES, IRRECOVERABLE REVENUE, DUTIES, ADVANCES, ETC. WRITTEN 0ff/WAIVW AND 
Ex Gratia PAYMENTS MADE DURINO THE YEAR 

In 381 cases, Rs. 301. 95 lakhs representing mainly losses due to theft, fire, etc. and irrecoverable revenue, duties, 
advances, etc. were written off/waived, and in 813 cases ex gratia payments aggregating Rs. 164. 72 lakhs were made during 
1978-79, as detailed below : 

Name of the Ministry/Department 

Agriculture and Irrigation 
Commerce. Civil Supplies and Co-operation 
Defence 
Energy 
External Affairs 
Home Affairs 
Shipping and Transport 
Steel and Mines 
Supply and Rehabilitation 
Works and Housing 
Atomic Energy 
Electronics 
Space 

TOTAL 

Write off of losses, 
irrecoverable revenue, 
duties, advances, etc. 

No. of 
cases 

29 

4 
39 

2 
2 

117 
166 

12 
3 
3 
1 
1 

379 

Amount 
(Rs.) 

4,48,778 

25,383 
5,11,312 

5,030 
5,032 

19,35,590 
1,51,205 
1,48,756 

62,703 
15,720 
9,271 
2,440 

33,21,220 

Waiver of recovery Ex gratia payments 

No. of Amount No. of Amount 
cases (Rs.) cases (Rs.) 

4 60,76,823 
792• 1,02,87,756• 

4,700 

17 1,07,850 
2,68,69,120 

2 2,68,73,820 813 1,64,72,429 

•Represents payments to Indian nationals/companies for properties confiscated by G overnment of Pakistan during 
and after Indo-Pak conflict in 1965. 

.. 
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APPENDIX ll 

( Vide paragraph 31 ) 

0RANTS-IN-AlD TO STATUTORY BODIES, NON-GOVERNMENT INSTITUTION~ 
OR Booms AND lNDMDUALS 

Ministry fDepartmco t 

Agriculture and Irri&a ti on 
Commerce, Civil Supplies and Co-operation 
Defence 
Education and Social Welfare 
Energy 
External Affairs 
Finance 
Health and Family Welfare 
Home Affairs 
Industry 
Information and Broadcasting 
Labour 
Law, Justice and Company Affairs 
Petroleum, Chemicals and Fertilizers 
Planning 
Shipping and Transport 
Steel and Mines 
Supply and Rehabilitation 
Tourism and Civil Aviation 
Works and Housing 
Atomic Energy 
Culture 
Electronics 
Science and Technolo&J 
Space 

TOTAL 

295 

Amount 

(Lakhs of ruPees) 

1,67,03. 79 
61,23 .86 

10.49 
1,76,27. 79 

1,14.31 
85 .<40 

2,38.13 
23,43 .99 
34,98 .95 
37,22. 41 
. 2,05.9 7 
1,67.69 

40.94 
21,42 .12 
3,77.39 

27,16.98 
20,36.13 

0. 51 
2,74 . 61 

98.62 
8,03 .14 

14,50.30 
3,39 ... 5 

63,45 .S.. 
35.93 -

6,75,04.44 



APPENDtX Ut 
[ Vide Paragraph 40(3)) 

CHANDIGARH TRANSPORT UNDERTAKING, CHANDIGARH 

Balance Sheet as at 31st March, 1978 

Capital and Liabilities 1976-77 1977-78 Properties and Assets 1976-77 1977-78 
(Rs.) (Rs.) (Rs.) (Rs.) 

Government Capital Account 1,24,52,384 1,54,52,24 7 Fix~d Assets 1,24,52,384 1,54,52,247 

Government Current Account 1,69,706 5,02,909 Current Assets (Sto ;k in hand) 12,77,405 15,71,735 

.. Motor Transport Reserve Fund 61,800 85,800 Sundry Debtors 5,21 ,085 8,12,824 

Depreciation Reserve Fund 23,64,708 27,22,851 Income accrued but not deposited 18,93,900 20,42,932 lV 
\0 
0\ 

Securities 2,19,806 2,19,806 

Other Liabilities 40,191 1,11,165 Cash in hand 74,926 1,47,913 

Permanent Advance 2,200 2,200 Securities 2,19,806 2,19,806 

Sundry Creditors 16,78,485 21,73,822 

Suspense 11,733 11,733 Amount prepaid 38,649 53,340 

Income not accrued but deposited 8,545 

Undischarged liabilities on 
account of·auditfee 51,095 59,145 Permanent advance 2,200 2,200 

Passenger Tax 6,813 13,528 Accumu.lated losses 5,87,111 10,52,209 

TO.I.AL 1,70,67,466 2, 13,55,206 TOTAL 1,70,67,466 2,13,55,206 ---- -----

_ __, 
""'\ 
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- - CHANDIGARH T RANSPORT UNDERTAK ING, CHANDIGARH 

Debit 
Profit and Loss Account for the year ending 31st March, 1978 

Credit 

Particulars 1976-77 1977-78 Particulars 1976-77 1977-78 
(Rs.) fRs.) (Rs.) (Rs.) 

To Management 

Salaries and Travel expenses 4,17,094 2,88,124 By Sale of tickets 83,22,807 1,08,41,780 

To Office Expenses 

Postage, Uniforms, Printing 
& Sta tionery and other mis-

By Amount of passes 95,700 1,52,127 

cellaneous expenses 41,053 57,862 

T-0 Operation ~ .\0 
-.i 

Salaries, Wages & Travel By Receipt from special booking 50,754 58,119 
expenses 22,05,735 30,78,322 

Rent, Rate and Tax 76,782 71,208 By Shortage of conductors 26,792 95,595 

Ma terial & Supplies By Sale of Uniforms 2,218 1,268 

(Diesel and M. Oil} 29,52,858 . 34,35,724 

To Other Charges 

Electricity & water charges, By Rent receipt 7,09,004 8,80,868 
Advertisement chaTges and 
miscellaneous expenses 1,30,760 95,646 

Unifor:ms . 80,361 1,38,261 -By Sale of buses a nd old parti 1,02,560 1;42,546 

Ex-gratia 1,59,594 1,93,352 By Police voucher' 12,395 11,430 

--



To Repair and Maintenance 
SalaTies & Travelling expenses M7,775 6,77.471 By Clock room fee, shoe ahinina 

fee and coolie fee 13,527 12,270 

Material and supplies 
(Tyres and tubes) 19,15,355 22,63,816 

By Parking feo 2,80,910 2,99,125 

To Other Charges 

Telephone, Uniforms and By Advertisement fee 28,843 35,000 
miscellaneous expenses 55,191 83,586 

Ex-gratia 41,929 47,170 By Other miscellaneous receipts 15,620 8,169 

Depreciation Reserve Fund 8,63,236 13,08,037 By Loss. 6,92,396 4,65,098 
Motor transport Reserve Fund 17,514 23,340 

Audit Fee 8,050 8,050 

Accidental claims 58,444 65,972 ~ 
Interest on capital 6,54,162 7,33,414 00 

Pension contribution 2,364 2,699 

Contributory Provident fund 85,873 91,631 

Road taxes 2,32,625 3,32,000 

Leave Salary 6,771 7,710 

TOTAL 1,03,53,526 1,30,03,395 TOTAL l,oJ,53,526 1,30,03,395 

MOIPllND-S/l AOCll/79-'l'SS-I-28-2-80-19,0. 

-- . ' l 


