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I, the Chairman of the Public Accounts Committee, do present on 
their behalf this Twenty-first Report (Foueh Lok Sabhs) on Appro- 
priation Accounts (Civil), 1965 and Audit Report (Civil), 1967 re- 
lating to the Deprfment of Atamic Energy; Ministries of Ekternal 
Afltairs; Food. Apiculture, Community Development and Ccwpera- 
tion (Department of Community Development and Co-opration); 
Health and Family Planning; Works, Hausing and Supply (Deport- 
ment of Supply). 

2. The Appropriation Accounts (Civil), 1SH35-66 together with the 
Audit Report (Civil), 1967, was laid on the Tablc of the House on 
71th April, 1967. 

3. The Committee examined these at their sittings held on 20th, 
21st. 24th and 25th October, 1967. The Committee considered and 
finalised this Report at their sitting held on 29th February, 1968. 
Minutes of the sittings of the Committee from Part lIS of the Report. 

4. A statement showing the summary of the main conclusions/ 
recommendations of the Committee is appended to the Report 
(Appendix VnI). For facility of reference these have been printed 
In thick type in the body of the Report. 

9. The Committee place on record their apprcciatiorl of the 
assistance rendered to them in the examination of these Accounts by 
the Comptroller and Auditor General of India. 

6. They would also like to express their thanks to the o f h r s  of 
the Department of Atarnic Energy, Ministries of External Affairs; 
Food, Agriculture, Community Development & Co-operation (Depart- 
ment of Community Development & Co-operation); Health & Family 
Planning, Works, Ilousing & Supply (Department of Supply). for 
the co-operation extended by them in giving information to the 
Committee. 

Nrw DELHI; M, R. MASANI, 
March, 11, 1968. Omirman, 
Phalgum 217@37s&%i)~ Pilbtic Accounts Committee. 

- 
*Not printed. One cycIostyled copy laid on the Table of the House 

ud bot copies placed in PerUammt Library, 



DEPARTMENT OF ATOMIC ENERGY 
Crm\t No. 1474apital Outlay of the Department of Atomic Energy- 

papa 205-205. 
1.1. The Committee pointed out that, according to Audit, the 

Grant has been recording large savings during the three years ending 
1965.2Wl as shown below:- 

(In U h s  of rupees) 

Original provisicm Saving 

- ---- " -----.---- ------- I -- --I- ---. 
1.2. The Secretary, Department of Atomic Energy and Chairman, 

Atomic Energy Commission stated, during evidence, that there were 
three types of Atomic Projects. Citing cases, the witness added that 
in the case of Tarapore Atomic Power Project, Government's ap- 
proval was obtained in 1962 while technical co-operation aqrc?ement 
was signed in August, 1963. In regard to Rajasthan Atomic Power 
Project, the agreement with the Canadian Consultants was a i p e d  
in December, 1963, and March 1964, and the Anancial arrangement9 
with them could be made only in April, 1964. Once the c~pital,  
both rupee finance and the foreign exchange component, was ap- 
proved there was no difficulty. The witness added that "some of 
the main difficulties in these big power projects are that there is 
also the political problem of safeguards, and negotiations connected 
with those safeguards. When major projects such as this me u~der-  
taken, the foreign governments have their own policies in regard to 
the terms under which they should help." The witness farther 
stated that once these agreements had been signed then there was 
no difficulty of drawing on foreign exchange. 

1.3. In resped of the Kalpakkam Atomic Power Station (Madras), 
as the loan for this involved unacceptable obligations, ~t became 
necessary to review the position with particular reference to foreign 
exchange requirements. 

1.4. In respect of the other ancillary projects where the foreign 
exchange component was of the order of Rs. 3 to 10 crores, aut of a 



capitel expenditure of abuut Rs. 5 to IS crariaui, due to the omraU 
dtf!kult foreign exchange paftion of the COP~flllllot, there was 
&ley in abwning a~rplavrL In other cases, to a t  dawn on fraae 
foreign exchange allocatiom they had to be linked k, known credits 
from various lordm Governments resulting in negotiations and 
mleguamla m d  consequent dalay. 

1.5, Ttre! witnms stated that though, by and large, in reswct of 
thcir es#mtirl ~ h m m  they had no dffflculty in the allocatlan of 
funda, he would Ifke streamlining of the procedure of allocation ot 
funds consistent with the priority of the project. 

1,6. The Department of Atomlc Energy have furnished the fullow- 
fng note on the ntreamlining of procedure for the allwetjon ( I f  

foreign exchange for iks major projects. 

1.7. "Furcqp cxcherngt. taIlt~ations to the various Ministries etz. 
are made by the Department of Econom~c Affairs every ha!f-yeas 
(Len for thr pcricds April--Skptcmbcr and October-March) and all* 
cation orders ere itiaucd Rome time after the commcncernent of the 
half-yew concerned. In the absence of any indication in advance 
regarding the quantum of allocation likely to be available for the 
relevant hull-yc!srlv period or of the sources of foreign credits, 
  gain st which slloktions would bc made. project authorities hpve 
been finding i t  difllcult to plan their import schedule and conse- 
quently to adhere to the targ~t  dates for placing of orders on the 
fareign suppliers E r r  itcms to be imptwttyl. Such uncertdqtv  ha^ to 
some extent contributed to the non-reelisation of the targtat dates for 
the completion of the prwjctcts and to thcir inabilitv to make full 
utilhation of funds wted by Parliamcnt." 

1.8. "To rcrnuvc thew dificultics, the Department at Economic 
&!!aim ha& at the instance of the Department of Atomic Energy, 
a s e d  to a special arrangement undtlr which the foreign excI ,s~rp 
requiramenta of major projects, (o.g. the Madras Atomic Power 
Project, the Atomic Fuel Plants and the Heavy Water klbni) aver 
a pc?riod of three half-years, will be allocated to the Department, 
fndicating the saurces and amount of clfledits and free foreign ex- 
change which could bc utillaed. It is hoped that it will now be 
possible for the Department of Atomic Energy to proceed with the 
ex~ution of its major projects expeditiously and camplete them on 
schedule." 

1.9. "The Department of Atomic Energy is aha initiating action to 
obkain bulk Jear1321ces from the Directorate General of Technical 
Development in respect of imports required for its impartant pro- 
jects.* 



1.10. %e mpartment 
of the organisation 

under the guidance of a 
nation between various 

3 

of Atomic Energy will also make the best 
recently set up in the Cabinet Secretariat 
full time Joint Secretary, to effect crrordi- 
Governmental Agencies an prohlems t h ~ t  

might impede the progrem of major projects." 

1.11. The Committw am glad to note that the Dcwrtment of Eke- 
.omit Affairs h v c ,  at tbc htaaee d the b p u t m c a t  of Atomic 
bergsJ.. agreed to make w i d  ammngaentn under which .the 
f o r m  cxchaqp r r q u i r r n ~ W ~  of mnja projects over a period 
ot three and half-years will be allorated to ths Dopartmsnt, tndicat- 
iag the source and amount of free farcigm cxrhirngr which could be 
uti lW. To overcome adminidrative delays at Governnwntal lev& 
the Committee have no doubt that the lkpartment of Atomic Energy 
will make the best use 4 tho organisation receatlg wet up in the 
Cabinet Secretariat to effect m-ordination between the various Gav- 
crnmcnt agencies. 

1.12. Thc Cunrmittca hope that, witb the groccdurc for the arlwu- 
tion of foreign exchange having bean streamlined a t d  with the re- 
quired co-ordination amongst tha different Ministries, the D~part- 
ment of Atomic Energy will he able to proceed with the sxocution 
of its major projects expeditiously and to complete thom an schedule. 

1.13. In regard t o  thc general aspect of budgeting, t.hc wit,ncs,o 
admitted that to atwid excesses u n d w  the  grants  s certain amcrrmt of 
over-budgeting could not be hclpecl. This and the  reasons elready 
advanced were responsible for the savings. 

1.14. The  Committee p o i n t d  out that in vrew of the financial 
stringency obtaining in  t h  country, cars had not beer1 taken to 
ensure that the money askcti for wns not only neceqsary but aha that 
it could be us&. The witncsr; stated that  t h r  reawn for tht? savings 
in t h r  previous years was delay in the  cnmpletian of various formtlli- 
ties for power projects. The present trend was more rpalirlic and 
savings under capita1 outlay had come down from 70 per cent in 
196.3-64 and about 25 per cent in I96MS to 4 per cent in 1965-66. 
He further explained that as a result of a huge spill-over from the 
Third Five Year Plan, which was now linked to the FoWh Five 
Year Plan, many important schemes were priding for want of funds. 
In regard to the direct relation of the projects to the economic deve- 
lopment of the country, he stated that the bulk of the expenditure 
was related to power projects, production of nuclear fuels, electronic 
illghwnmts and equipment which formed part of an industrial com- 
plex. Bringing down the import content of power stations fmm 00 
per cent fo 20 per cent would result in gan to the Tndian economy 



through major prujwb for building ncrwr equipment, Ttr cwt of 
alsctdctty pmduced in A b d c  Pmer b j e c t  wm erpected to be 
betwan 3.5 to 4 paisa per kw. fn mld-70%. This apart from helping 
industrialization would also help promote AgricuItune by mrlring 
available electricity for tubewetla. 

1.16. An thc taxatkwr policy of Government larac?ly depends on the 
budget provisions of the varioun Departments, the Committea SW- 
flwt that each Department ~hould excrcfm closer and stricter con- 
trol over the techntqwc d badgatlng tm as to exchdc such pro)ccb 
from the budgctarg pravirlona as arc not likely to be taken up far 
-mution during tire ysu,  



n 
BUNISTRY OF HOME AFFAIRS 

Addable extra-erpgnditure incurred in renting a house-para 32, 
paqes 4148. 

21. The residence of the Indian Commissioner at Mauritius, rented 
a t  Rg. 450 per mcnscm, k i n g  damaged in February, 1060 by a cyclone, 
the Msnistry authorised the Commisruiowr telegraphically in March, 
1960 to hire a concrete house within the ceiling rental of Rs. ItMN 
pm. with the irlstruction that efforts should be made to rent the . 
house at as low a rent as passible. A local Arm having in th :  mean- 
t h e  offered to construct a house at a cost of Its. 80,000 f w  renting 
to the Commissioner at Rs. 800 per mensem, the Commivsioncr in- 
formally approved the plans of the proposed building, after showing 
them to the  Ministry. The Commissioner was transferrrd in June,  
1960 and his successor, who assumed charge in June, 11901, after 
inspecting the building under construction informed the Ministry 
that the building would not be suitable for rcsidcntid and rcprwtsn- , 
tational purposes without certain additions and alterations and sd- 
vised the Ministry strongly in favour o f  retaining the cxistir;g rcntctl 
house, which had by then been suitably repaired bv the  h m h 1 - u .  
The Ministry, however, decided not to break off the tncit undcr- 
standing with the firm. The Arm after carrying out samc o f  the 
suggested additions and alterations, dem~nded  a rent nf Rs. 1,V:O 
per rnensem on the ground that the cost of the building had in- 
creased to Rs. 1.50 lakhs. As the estimated cost of the Millding 
seemed to be on the high side, the Commissioner referr9.1 the mat- 
ter to the Local Town Council for their assessment. Thc Counc!l 
estimated the cost of the land a t  Rq. 6,000 and that of the building, 
when completed, at Rs. 33,000 only, if  the house were accupfcd by 
the owner and stated that t h e  valuation would differ if the house 
stood rented. The firm having exaggerated the v a l u ~  a t  the house, 
it was decided not to have it on rent. The Ministry of Law when 
consulted in the matter advised that there was no legal obligation 
on the part of the Government to occupy the hauee. In the  mean- 
time the finn approached the former C( ;-missioner, then pasted as 
Ambassador in Kabul, who without a n y  perrnj::~ion or  authority 
communicated in February, 1962 a written cornmitmcnt to  ffre firm 
k, rent the house when constructed. The Ministry of La* ,  dm 
~ o l z ~ u l t e d  again, opined that the commitment of the  fo r rmr  Ctrrn- 
missloner did not mati?rially alter the legal position mtl  advised 



that the parftion under the local laws should abK, brc? asertained, 
Even betare! recclpt of the opinion of the local isaryer, the Ministry 
dsddcd to take over the house in view of the moral &!!gation in- 
volved as a result of the definite undertaking given by the ex-Ctm- 
miwloner, The local lawyer, whow opinion was received subse- 
quently, also stated that the two parties were not boun3by any 
legally valid Icauca; hc, however, added that in the cir~umstol~ces. 
the Government might be liabb for damages i f  the neqotizrtiom were 
terminated at that stage, without giving the finn an opportunity to 
render the house suitable for occupation. The Commissinne*. mc!ved 
to the new residence, which had since been completed in all res- 
pect ,  on 1st Octahcr, 1963, for which rent was fixed at Rs. 1,000 per 
menarem, and executed tht* I ~ i i ~ t *  deed for n prirsd of 10 years. 

2.2. In wew of the facb that thr house already under occupation 
of the Commiss~oncr at n rrntal of Rs. 5,400 per annum, was suit- 
able both from the  print of view of safety and representatinnil! fsci- 
litlcs and the Ctrmmissioncr was also strongly in favour of its con- 
tinucd retention, the renting of the new building at Fb. 12,000 per 
annum with effect from 1st Cktob~r, 1963 involvrd an avuidithle 
extra expenditure of' Rs. 6,600 per annum. 

2.3. The Committee were informed during evidence that the house 
which war; taken on rent by the earher Commissioner was uwstrs- 
factory due to certain reasons. Therefore, he had suggested for e 
change of the hou*w. Whcn hc left in 1958, the second Commissioner 
who took aver, also found *the accommadstion to be unsatisfactory 
m d  unsafe. He, ton. thereforr, propclsed that the house in occupa- 
tian be changed. H e  had also asked for a higher ceiling of rent 
because the rent of Rs, 450 per month which was being paid for that 
house was considercbd inadequate. In February, 1959, the Commis- 
sioner was mked to take another house on rent not exceedinq 
Rs. 6.50 per month. The Commissioner then approached the land- 
lord of the  old house who was prepared to build n concrete house 
for the Commission, providcd the rent of the house was Axed at 
Rs. 750 pcr month. Since the ceiling of rent had been fixed at  
Rs. 850 per month, the  Commissioner could not ask the lanlord to  
go ahead with the building of the house. 

2.4. The cyclone which came in February, 1960, seriously damaged 
the  house and Government furniture and the Commissioner too had 
a providential escape. It was after the damage caused by the cyclone 
that the Commi~~ioner sent a telegram to&e Gwenrment =king 
that the rent of Rs. 1,000 per month be sanctione for a new hause 
because it was diBcult to And a house after the cyclone had damagedl 
a large number of the houses. The Government sanctioned Rg 1,m 



per mntb on the understanding that efforts would be made to reat 
8 with low a rent as possible but not mope than R& 1,000 
in my case. It was at this time that a local business man cane 
f0mn.d and ofPen?d to build a house at a cost of Rs, 80,000 for giv- 
ing cm rent to the Comrnimioner at Rs. 800 per month. Government 
stmctlaned a rent of Rs. 800 per month aher the Commissioner had 
discussed the matter with the local business man. The Commis- 
sioner selected the site of the building in consultation with the res- 
pective landlord. Plans which were prepared were modified by the 
Comnissioner. The valuation of the building was originally Rs. 1 
lakh but later on was said to be Rs. 80,000 and the land was worth 
Rs. 30,000. The then Commissioner was of the opinion that fw a 
house worth Rs. 80,000, thc rent should bt* E i s  800 per ~nonth. The 
Commissioner recommended this rent to Government which sanc- 
tioned the rent of Rs. 800 per month. The Government's view was 
that since it had not been possible to rent a house for Rs. 650 per 
month and there was a Arm demand for Rs. 750 from other land- 
lords, and this house being now, specially built for the Commis- 
sioner and other things being satisfactory, a rent of Rs. 800 per 
month appeared reasonable. 

2.5. Before the Commissioner left Mauritius, he laid the founda- 
tion stone of the new house which was to be built. The witness 
further stated that "there was no formal contract to rent this houae", 
and there was "no legal or conclusive commitment as it were or a 
binding commitment." But the understanding was that the rent 
would be R.s. 800 per month for a period of ten years with a break 
clause of 5 years. 

2.6. When the new (third) Commissioner took over, he visited 
the  premises and wrote very strongly against this house. Ht. sug- 
gested to the lwal contractor that certain modifications should be 
made. These modifications which were in addition to what the pre- 
vious Commissioner and the landlord had agreed upon, involved 
additional expenditure. The matter was referred to the Ministry of 
External Affairs which appreciated the fact that the hauae which 
had been considered good enough or large enough by the second 
Commissioner, was in fact inadequate. But More any approval 
could be given, the third Cornmissloner asked the landlord to go 
ahead with these modifications. The modifications suggested by the 
Commissioner were within the sanctioned scale of accommodation in- 
tended for heads of missions. So the Government could not object 
to those modifications. When substantial part of the modifications 
had been carried out, the landlord demanded a rent of Rs. 1,500 be- 
cause of those modifications. The third Commissioner still propowd 



to.the Covernmtnt that the rent lrhattd be R.. 800 per manth He 
wm rebctmt about thla offer because the wnstruction of the ad&- 
tiam were taking a long time and the Guvernme#.rt was not com- 
mitted to renting the bouse unless a11 that the G o m a t  requfned 
had bcen done. $0 the third Comiasioner proposed pumh8ting of 
another house. 

2.7. By May, 1M2, the landlord had carried out all the changes in 
the new house and demanded not only Rs. 1,000 to Rs. Rs. 1,500 pm, 
but RR. 2,000 p.m. aa rent. The Government mked the Commissioner 
to move into the new house and to assess the additional rent that 
might haw to be paid beyond Eis. 800. He recommended that the 
rent be raiwd from Re. 800 to Rs. 1,000 per month. This was agreed 
to and the Cornmlasioner moved into the h o w  on 1st October, 1963. 

2.8. The Committee wcrc further informed that the rent ot 
Rs. 1,600 per month was reasonable as the rents during the inter- 
vening period of 3 years, when negotiations were going on, had 
gone up c~lsewhere alsr). 

2.0. With regard to the negotiations carried out by the two Corn- 
mlssloncra, the witness stated that "while they were, on the whole, 
dona in consultation with the Government and with the approval of 
the Government, there were, apparently, exchanges between the 
landlord, and the two Commissioners which did make some commit- 
ments. Thcy were not, as I said, legal or binding commitments. 
But if you examine them carefully and specially, as I have describ- 
ed to you, the degree to which the Commissioner.. . . . . . ., went in 
the shaping in the construction and the laying of the foundation 
stone of the house, obviously, the Government was being commit- 
ted, and it was committed, and the Government realfsed that it 
had, at least, a moral commitment, if not a strict legal commit- 
ment." 

2.10. The Committee enquired about the propriety of the second 
Commissioner, to commit in February, 1982, to rent the house, 
under construction in Mauritius, when he was posted at Kabul as 
Ambassador. The witnea stated that "it was wrong and improper 
on the part of the ex-Commissioner to be negotiating the lease of a 
house which was the affair of his successor.'He added that the 
ex-Commissioner "should not have written that letter without the 
prior approval of the Government. Indeed, he aPhould not have- 
corresponded at all and merely forwarded that lettn to the &v- 
ement." 



211. ngard9 the action taken a g a b t  the second Commissioner 
the dtnas stated "We wrote to him and also impressed upon b' 
not k, do SO in f~m." 

3.12 The Committee desired to know the p d u r e  adopted far 
t a n g  house on rent by the Commlsrionanr in foreign countries. 
Tht witness dated that wheri a house was rented, full details were 
rshcd about the area, number of room and if the hwses were fur- 
nished the details of the furnishing etc., were also called for and a p  
proved by the W s t r y .  But in this case, the witncas stated, where 
the construction of a house was involved, the second Commimioner, 
sent to the Ministry the details, which were sent hack to him saying: 
"Here is a private person building a housc and Government k not 
concerned with these plans." So, the witness added : '‘the? Govem- 
ment neither approved nor disapproved the plans hut sent them 
back.'' But the second Commissioner liked the plans and nsked the 
landlord to go ahead with the construction. 

213. Asked when Government took that attitudc, did it not 
"clearly indicate that the Government were not prepared to corn1- 
rnit themselves", the witness stated: "That would not be quite accu- 
rate. I would say that Government did not wish to get involved in 
the details of the construction. But it did approve generally of what 
was proposed to be constructed." 
1 2.14. In reply to a question the witness stated that the scwnd 
Commissioner had inspected the house at the time when it was in- 
complete. But the landlord set out high hopes and the third Com- 
missioner promptly proceeded to tell him what modifications should 
be made. When the Committee pointed out that the third Camm~s- 
sioner requested the landlord to make additions and alterations with- 
out verifying the formal sanctions of the Ministry of External 
Affairs, the witness stated, "that would be correct. But let it be 
added that so far as the third Commissioner is concerned, in subse- 
quent correspondence, he mentioned that he had now final commit- 
ment. I t  was merely suggestion to the landlord and the landlord' 
picked u p  these suggestions and had them executed." 

2.15. Clarifying further about the commitment of the Government 
in regard to taking the house on rent under construction, the wit- 
ness stated that the Government had agreed to take the house on 
Rs. 800 per month as rent on the terms and specifications mention- 
ed by the second Commissioner. The Government's commitment 
was there subject to the completion of the house and completion nf 
*he interlor deooration of the h o w  which was to be undertaken 
under the superviaion of the Commissioner. When the interi~r de- 
coration was to be supervised by the Commissioner, and he having 



2.16. In reply to the question as to whethe the third Cornmfs- 
stoner had aecupicd the newly constructed bust witbut m ~ ~ l n -  
ing tts rent from, the landlord, the witness Btgted that the third Chm- 
nntllrrfoner mate an 19th July, 1083 and asked that a rent of Ra. I,W 
per month be accepted. That house was occupied an 1st Cctrrbm, 
1gS,7 when ~ v e n u n t n t  had agreed to pay the rent of Rs. l,W per 
rnanth and the mme was accepted by the landlord. 

2.17. The Carnmittcu? desirrkd to know the cost of the newly con- 
structed house which had been purchased by Government. The 
witness stated that according trr the devalued rate, its cost was 
Its. 4,80,705. Clarifying further, the witness stated that the old 
housc which was regarded as unsafe by three successive Ccmmis- 
siansrn hsd to be given up. After that the house of the local Innd- 
lord which was rent& in October. 1963 was in for fmr  
yemar. Though the third Cornmdssioner proposed for its purchase 
for Rs. 1-1 !2 to 1-3/4 lakhs but the C:overnrnent did not regard it 
is o g(x'd propoa~tion. The witness further added that now M~trrf -  
tiurr was blecwm~ng independent. The Government in antidpation 
of Its expanding actiwitiw would appoint a High Cammissioner there. 
So on the basis of the propol  from the fckmer Commimiqner. the 
Government had decided to purchase the house at the F r m  of 
&. 4,80,705 whose original price was Rs. 3-1 ,"2 lakhc. 

2,18. The Committee desired to know the policy of the Govern- 
ment regarding the purchase of building for the use of its represen- 
tative in various countries. The witness &at&: "Various considera- 
tions KO into it. First is that if G rented house is a reasonilhly PC* 
nomk proposition, we carry on. If, on the other hand, it is not an 
economic prapositian, it is better to purchase the house. In purehas- 
ing the house an important consideration is: What is the dement of 
foreign exchange involved. We are shart of foreign exchange and 
we cannot. therefore, embark upon purchase of buildings !n foreign 
countries unless we can produce that much of foreign exchmae. 
h e  Government have s phased programme for purchase of pro- 
perty for our missions abroad " 

2.19. The witness further stated that in this case the purchaw of 
*the house was mde pas9ible by the fact that the foreign excl~sngr 
mmrnitment was relatively small and an inswaxwe ampany pro- 
.u;rfsed the money. 



m. Ddrib of houses mted and purchrrwd for the Indian mLG 
ljd91: at MaurltS~~, furnished by the Ministry at the instance of the 
~ ~ & t t . e e  ate at Appendix I .  

-1. Tbe Committee un? mmaBkr to appreciate how rn fanaer Comn- 
nrirrrt.uur in Maruttius, while wed later in Kabul, couM C(UIWIDU~~- 
a t e  a fRfitten ~ ~ ~ l l m i t m ~ l l t  to the &m in Mauritlur to rent the hwss 
without tbe approval of Government. The Committee feel that it 
was imprqmr on the part of the fanner Cornm(Cmioaar to be n q p  
ttalbq a ~ S C  of a house which was the d a i r  of his succahlaor. The 
Committee note that this view has besn impmsssd upon tbe officer 
cancerad. The Committee desire that the Miabtry of Extsrru1 
Maim s h d d  h u e  clear instructioas to tho Heads of Miaaims abrowd 
so that cases of this type do not recur. 

A Ileged em bertlentevi t- Para 33, pages 48-49. 

2.22. During Local Audit of the accounts o f  Regio3d Pacspcrt 
and Emigration OiSlee, Madras in December, 1065, it was noticed 
that certain sums of money reported to have been either remitted 
into the Reserve Rank or refunded to the parties C O I I C ~ ~ Y I P ~  had not 
been actualiy remitted or refunded. A special audit of !hp accou~~ta 
relating to  the period from April, 1959 to December, 1063 conducted 
at the instance of the department in February-March, lW, fndicat- 
4 irregularities, invalving a sum of k. 73,741, as detailed below:- 

:'lmmnt rcpctrred as rmt t t cd  Into the hank but not actually $0 
remitted 3.375 

Drruhk p.iyment in ref'uncl of'sccuritv deposit 
* 

7 0  

2.23. The irregularities were rendered possihte by the f-ilure to 
observe prescribed dcs/checks about tandlinq of caul, maintenance 
of cash book, reconciliation of the remittances to the bank as record- 
ed in the cash book with the recarcia of the Pay and Accounts OfR- 
cer etc. 

224. The case is under investigation by the ,*cia] Police Esteb- 
fisbment since January, 1986. 

3300 (E) -2. 



2s. The Commlttw desired to know the pt~gseas of laveottga- 
tmn made by the Special Police ErbbSLhmtnt in Chc embedment 
that tdak pbce In the Regiansl Paasport and Emigration Mice, 
1WIPdru. Giving the facts of the caiw, the representative of the Min- 
fntry of External M a i m ,  stated that the ofices af the Protsctor of 
Immtgrants and of the Passport Oisccr were amalgamated in April, 
1m9. The Regional Paasport Of3cer at Madras had under him two 
wingk--one relating to the pnmport work headed bv t l w  Amistant 
Pturpart Ofllcer and the other relating to the immimation headed 
by the Protector of l[rnmfgrants. Under the Protector of Jmmfgrants, 
the next principal omcer w3s the Ces'lkr, "a i!~grr,icbu;. clever 
and evil man." Thc Cashier started hi. oper~tinits in 195!1 Secu- 
rity dcporaJts which amounted to one rBn3 I, half t i xm the fare of nn 
immigrant to a country abroad and which w3s m a r k  ns s deposit 
by the employer, was returnable when the skillell tvt~rtnlen had 
m e  back. These deposjts had to be refunded cs1*1-wq,wtl?;. The. 
caahfer started by swing that depositr: ~z!readv made vrern not cce- 
dltcd into the Reserve Bank and when the dcpo~its  were retunded 
tho concerned prsons did not get thcm hut thvv 711 went into thc 
pocket of the cashier. The witness agrccd with t h ~  ; r i d i t  that this 
kind of operation which began in April. 1959 nnd was discovered 
in Dmember, 1965 "was drnc to lack of moper sup~rvi~jori. negltgenrc 
in fallowing (the prescribed procedure." The witness added that not 
only the Protector of Tmmigrnnts failed to discnvcr 4 to what n7as 
going on throughout this period but the Audit also failed in this 
matter. The Audit carried out fiw audit ins~eotionlc from 1MO tn 
1B64 but on no occasion these malpractices were d~scwered Tht. 
witnrms further informed the  Committw that the moment ernkz7le- 
mmt was discavcrcd, through the audit inspection of Decemwr, 
196% the Ministry of External Affairs took prompt action in the 
matter. The Cashier was suspended and the case was banded over 
to the Central Bureau of Investigation. The investigation s tar t~d  
immediately. In October, 1966, the prosecution started arid t h ~  
judgement was delivered by the Special Judge in April, 1967 as  a 
result of which the Cashier was sentenced to five years imprisan- 
ment and a fine of Rs. 6,000. The Cashier filed an appeal in the 
Madras High Court, which was still pending there. In the mean- 
Umc, the Special Police Establishment had recommended that action 
rrhould btv taken against the two Protectors of Immigrants. It wau 
found thrt one of the Protectors of Tmmigrants had since died. The 
Ministry intended to proceed against the other Ptot&r of Irnmi- 
grants in the form of a departmental enquiry after the conclusion 
of the Uga1 proceedings. The matter had b n  referred to the 
Central Bureau of Investigation and on the basis of thrir advice 
the Ministry would proceed against the OfPlc~r cancmwd. 



=a. The M h s t q  In them note stated that "With a view k, eli- 
-t~ng chances of fraud the accounting arrangements in the 

of the Regional Passport and Emigration Offlcers wcre tighten- 
& up and a system of checks and counter checks by the Heads ot 

have k e n  introduced. The form of the Cash Book was also 
reviewed. The need tor the Heads of OPRces ensuring proper ac- 
muntal of all financial transactions was also reiterated." Thr? Min- 
istry have also stated that irrstmctians under their letter No. V-IV/ 
73.1 66 dt 21-1 1-66 (Appqpdix XI) had b m  issued and that their  
adequacy was being examlncd 

2.27. The Cununittec desired to know t h e  v~uws o f  thr represen- 
tative of the Special Police Estalslishmcnt in thls matter. The re 
prescntatlvc of the Spcc81al Palicc Establishment stated: "The in- 
vestigation had shown that large amounts of money had b ~ e n  mls- 
approprmted, but  we took up a few instances which wcre clearly 
fvolproof and it was on the basis of 25 rnstnnces that we evcn- 
tually went to the court and it was found it was . . (tl-it. Cashier) 
who was reapnsibile for the def;tlcation Therefore I: Nas decided, 
after taking the opinion of the law officers, to prosecutfa . . . (thc 
Cashier) and to go for departrncwtal action against the two Pro- 

,. trctors . . 

2.28. In  response to a question, thc represcntativc of the Spccial 
Police Establ~shment statcd that the evidence that could t~ oltnin- 
ed was only against the cashier. The various complaints which had 
been r t ~ c i v e d  about non-refund of money were suppressed by thc 
cashier, and later on were found from thc alrnirah which was in 
his possession. Secondly, during ~nvestigation, it was also found 
that the key of the cash-box remained with the cashier and he was 
solely incharge of tilt: cash. The Protector of immigrants went on 
signing t h e  cash bor)k by h a v ~ n g  trust nn the caerhier. 

2.29. In reply to a question, the representative of the  Special 
Palice Establishment statcd that there was not sufficient proof to 
prove that the two Immigrant OtPlcers had any intention of mis- 
appropriation. 

2.30. Asked i f  the invcstigatlons by the Special Police Establinh- 
ment indicated the possibility or the intension of misappropriation 
by the two Immigrant OfRcers the representative of tl,e Central 
Bureau of Investigation stated: "There was no slrftldent proof 
coming up." 

231. The Committee regret to note that the variaus financial irm- 
OPloritk involving a sum of Rs. 73,741 were committed by the 



2jSZIT&rcasnmSttC8n+tstbrttha*~01?1-hlr3L.m 
c#la+icted the h e r  cioart for a btrml d five years kmpriboa- 

1#atudr l lPaefbt r .6 ,4J@mdthr tbebu~ed.nappt . l  ha thc 
m r  Htgh Court. Maes t b  rpplwl is dill pcadiag, tbe C o d t -  

would llOt like b comment In detail om this particalcr case Tbe 
Committee have no dwbt tbat Governmccrt will tnkc suitable rction 
.grinst all those wbo are bold resporurible for the e m k l c m e a t  and 
the fnilura, to ddact malpractices in t h e .  Tbe Committee should 
be hfonngd in due course of the action trkan against them. 

t33. The Committee noto that instructions to avoid a recurrence 
of ~ w h  am of fraud in security dcpoait feer, were issued by' the 
Ministry of External Main; in November, 1968, and that the ado- 
quacy of t b  inatructlonr is being examined again by Government. 
Tbs Committee suggest that the procedure of accepting depo- 
sit# and their rcmjttmce to Government account or refund to the 
psnoa concerned should be fully gone into by Govtrnmcnt in con- 
dtatlon with Audit and detailed inatructions issued to avoid the 
ncurrarrcs of such cases. 



m 
MIEJISTW OF MX)C,, AGRICULTURE, COMIMUNfTY 

DEWLDPMENT AND CO-OPERATION 

3.1. Financial assistance was given by Government to ca-apem- 
titre societies in h l h i  through participation in their share capital 
and by way of loans. subsidies and grants-in-aid. The number of 
societies assisted and the amounts paid to them were 3s indictlted 
below: - 

Nature \ ~ f  assistance No. of Period Amount 
Societias (in lakhs of 

rupees) 

3.2. A test check of the records maintained by the Registrar, Co- 
operative Societies, Delhi, conducted in August, 1966 brought out 
the following points: - 

3.3. (a) Loans were granted to co-operative wcietiea f w  varioua 
purposes such as rehabilitation of displaced persons f corn West 
Pakistan; purchase of milch cattle; establishment of rural craft in- 
dustries; construction of godowns etc. In 120 cases, raocveries of 
loans were in arrears, the total amounts overdue for recovery as 
principal and interest on 30th June, 1966 being Ro. 4-78 lakbs m d  
b. 0.08 lakh respectively. 88 societies, (from whom recoveries of 
principal and interest amounting to Rs. 3.75 lakha and Rs. 0.82 lakh 
respectively were overdue, had gone into liquidation during the 
period March 1950 to March, 1966. The liquidation proceedin@ had 
not been f h b e d  in any of the cases upto December, 1866. . 
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3.4. The whambouts of the 1la340mbers of 2 defaulting wkth 
im whom fcwns and intemt amounting to Rg. 0.14 lakh and Rrc, 0.08 
takh respectively were moverebla were reported to & untraceable. 

The Commit& desirtrd ta know: 

(8)  the method followed for wlectmg the organistions for 
dving financial assistance; 

(b) the total number of Cboperatlve Sa.tet.ies in :he Union 
Territory c ~ f  Dclhi; and 

(c) the progress made in regard to rccovery of loans since 
January 1987. 

3.5. The Chlef Secretary, D e l h ~  Admin~stration, stated in evi- 
dence that the criteria lor financial sssistanct w r c :  -- 

(a )  wbtl i ty  of the Soci~t?~;  

(b) managerial cnpahility ; 

(c) reputation of the members ol' t h e  Soctety; 

(d) record of performance; and 

(e) reasonable expectat ion of propcr functioning oi the 
Satrlet s. 

3.6. As regorb loans for rehabilitation of disylaccd persons, the 
witness stated that these were sanctioned at a time when there W R S  

a great fnfiex of refugees, who were in urgent need of financial aid 
for rehabilitation and that under the c~rcumstances, no detailed 
scrutiny was done. The witness informed the Committee that prior 
to 1980 the work relating tn grant and recovery of loans was being 
dealt with by the Ministry of Rehabilitation and only in 1960. this 
work was transferred to the  Department of Co-operation 

3.7. In regard to the recovery of rehabilitation loans, the witness 
Mated that the policy of the Rehabilitation Ministry changed from 
tifie to time. He added: "First for three years no recovery should 
be made, they said. We followed that order. Then orders came 
that thee will be adjusted against the claims of these displaced per- 
sons. Then, later on, instnrctionlr came that you cannot recover 
these dues from the claims of displaced persons. It  was only id 1959 
that final clarifkation came. We stasted recoveries out of Rs. 16 
lakhs.  h he amount whkh remains to be recovered is Rs. 3.83 lakhs 
We have recovered Ro. 13 lakhs." 



3.9. The Committee pointed out that the Societies must have had 
wine share capital as a h  assets and that the Registrar of Co-opera- 
tive Societies might have laid down certain rules for gravting loans. 
The Additional Secretary (Co-operation) stated that though the 
loans were given on the basis of some share capital the loans dis- 
bursed were more than the share capital and therefore that did 
not SeNe much purpose fcjr recovery when the Society ran into 
iiil9lculties. He elaborated that the cr~teria were also different when 
dealing with displaced persons who were starting new economic 
activities. 

3.10. Thr Chjci Secretitry, Delhi Administration, stated that all 
dues had bcen recovered from on 23 out of the 88 Soicetics, under 
liquidation. Liquidation procc.edings in respect of the remaining 65 
Societies were in progress. 

3.11. The witness further stated that the two Societies, the mem- 
bers of which were not traceable, wcrc a Co-operative Thrift & Cre- 
dit Society and a box-manufacturing Society. The former had been 
traced arid some anwunt had bcen recovered, but the latter was yet 
tr i  be traced. The w~tness stated that the amount involved in regard 
tn the srcond society was about Rs. 6790. In reply to a question, the 
witness stated that the details of these persons were not also avail- 
able with the Ministry of Rehabilitation. 

3.12. The Committee pointed out that the c la im being negothble 
instruments, the Department of Co-operation cauld have found out 
from thca Ministry of RehabjlitlitIon regarding any pending clalms 
of these individuals and that attachment orders could have been 
sent to the Ministry of Rehabilitation. The Additional Secretary 
agreed to consider this aspect. 

3.13. The Secretary stated that the period 1948-55 was "of dis- 
tress and considering the background, that out of 171 co-operatfve 
societies only one had still not been traced, cannot be considered a 
bad record. I: would say it is a fairly good record. Some groups of 
people are at one place at a certain time. If they change there is 
no method of knowing and if they disappear it becomes difllcult." 

3.14. In a note furnished to the Committee, the Ministry of Food, 
Agrkuliulp, Community Development and Co-operation (T)epart- 



msnt of Canrnwnity DcYdoprasnt & Colqpemtioa) hrvnc informed 
that out of 12Q SlbckUea from whom mc~vwies of 3anr were in 
ulfasrrrr, the number of Sacietiea from whom Gavenrmnt loans 
were outstgndlu alp on 31st August, 1967 was 25, excluding the 88 
Soclietles under liquidation. 

3.15. The Wnistry have further stated that the following step 
have haen taken to eflwt r w v -  

( 8 )  all cases of defaults had been referred to the Co!lector for 
recovery of the dues as arrears of land revenue; 

(b) the co-operetive department had also deployed a team of 
recovery staff  for expxbtuzg recoveries, end progregs 
wea watched through regular departmental meetings; 
and 

(c) X I )  out of the 25 defaulting societies had been taken ~ n d e r  
liquidation and liquidation prclcedings wtve in progress, 
and every effort was being made both by the liquidators 
and the department to ensure maximum recovery. 

3.16. The Committea note that w t  of 128 societies which have dc- 
faulted in the payment of loas, as many as 107 have gone into liqui- 
dation. The Committee desire that Government should take suit- 
able mooaura to ensure recovery of loam to tbe maximtrm extmt 
pamible already given to there Societies under liquidation. The 
Committee also suggest that Government should invcstigatc in de- 
tail tbe reasans due to which Societies b whom Bs, 10,000 or more 
wan, advancad as loans, went into Liquidation. Apart from takirsg 
suitable measures in the light of this analysis to effect recovery from 
other Cooperative SOCirlEties, the Cantnittee w w l d  like Government 
to review the criteria for advancing loans to Cooperative societies 
so as to avaM recurrence af such cams. 

3.17. As regards the recovery of loans given to Societies for the 
rehabilltation of displaced persons, the Chumittee suggest that the 
Department of Cooperation sbould intimate the details of recovery 
fr(opn m m b m  of these Cooperative Sodoties to the Chief Settle- 
maat Commissionct so that these could be adjusted, if admissible, 

the compcnsrtion claims, if any, d these displaced p s r ~ s n s .  

Conrributbnr to share capitat-Sub-pum (7). 

3.18. Out of the 160 societies in whose share capital Chvernment 
had participated, 38 societies having Government investment of 
Ra 4.68 h k b  h d  declared dividends and deposited a sum d Rs. 0.66 
LlLL u G o w ~ u n ~ t b  share into tremq upto 31st Much, 1966. The 



m f n g  122 sacltties in which Gowmment's shere capital invest- 
m t  mounted to Ra 8.48 l ~ k h s  had not declared any dividend. 6 
mietiebli having Government investment of Rs. 5.02 lakks, were 
running at a Iw, the accumulated lass upto June, 1966 (in one case 
upto June 1WS) being Rs. 0.71 lakh. 

3.19. The Additional Secretary (Co-operation) informed the Com- 
mittee that the tobl  number of Co-operative Societies w:m were 
given share capital was 160. He further stated that- 

( 8 )  two societies had gone into liquidation; 

(b) four were running at a loss: 
(c) 52 though not showing any  tnarked profit were breaking 

wen: and 

( d )  102 were having marginal profits. 

3.20. He further stated that out of the share capital of about 
Rs. 4.66 lakhs, 52 Societies, which were showing some profit, paid 
to the Government a dividend of Rs. 0.73 lakh. 

3.21. Asked why all these Societies were not showing profit, the 
witness stated that normally a Co-operative Society could declare 
dividend only atter about 3 or 4 years of its existence. In the begin- 
ning it had to be built up and the share capital was given simply bc- 
cause they could not get capital otherwise. It was discloscc! that 
nearly 140 Societies were small rural credit sscietiw and co-opra- 
tive consumer stores which could not he expected to drclar~  divi- 
dends within a short time. 

3.22. The Chief Secretary, Delh~ Administration, stated that 
there was a special cell in the ofice of the Registrar of Co-operative 
Societies t o  keep the accounts of dividends. Information was also 
to be furnished from time to time on a proforma prescribed by the 
Accountant General Central Revenues. The witness added: "We 
keep a watch on the declaration of the dividends. When we And 
that some societies are not doing so, then we have a careful look 
into their working, and during inspection also when the field staff 
go, they look into the working of these societies." 

3.23. In reply to a question, the witness stated th2t an amount of 
Rs. 4.75 lakhs out of Rs. 5.02 lakhs invested by Government in 6 
Societies which were running at a loss was Government contribu- 
tion b the share capital of one Society. He added that during the 
last 3 years the turn-over of this Society was of the order of Rs. 2 
crores which was considered fairly satisfactory. 



3.24. 153 their note ta the Committee, tbc Ministry haw giwem thcr 
following rerra~ns for loma in respct of the six societies in which 
Ckwcrnment investment was Rs. 5.02 lakha-- 

(a) high cxpmditurc. on salaries and wagm of the establish- 
men t ; 

(b) unsatisfactory rnenegement; 

( c )  the practrce of lending interest-free advances ?o some 
memtwrs with borrowed money on which the Society 
had to pay interest; and 

(dl  I ~ I I  irccidcrltal fire in a Suciety when some produce and 
machinery were burnt down. 

3 . S .  In rrrgard to eliminot~ng lows,  t h e  Ministry have strrtd that 
the Mlowing measures were ta kcn- 

(a )  in  one cage, where the Government tnv~.stment was 
Rs. 4.73 Iakhs, the elected mnagument was superseded 
and replaced by tl nominated committee of mantigement 
and steps to streamline the establishment and to weed 
out unprofitable lines of business wero taken; 

(b )  in 2 cases, statutory enquiry was ordered and the h i e -  
tic's tvtBrv hmught under liquidation in 1WM and June 
1 W7 ; 

(c) In one case, after working out detaib of losses during the 
tenure of the previous management, arbitration proceed- 
f n g ~  would bc initiated for recovery of duea: 

(US in one case, us a result of steps to minimise expenditure 
on cstablishrncnt the  Society was making profitci; and 

(e) in the sixth caw, the management was satisfactory and 
the Society was expected to recoup the lonpea. 

3.26 The Mmistry trrtvta further stated that in view of these mea- 
sures, and the fact thnt in these cases Government's share money 
was substantially less than the assets of the Societies and the pre- 
sence of Government nominees on the managing commit4el.ci of the 
Societies. Gavcrnment investment in these Societies wm safe. 

327. Thc Committee And from the uulysis of losass farnbhcd by 
Governrent that, in most of the cusss; i t  is dtm to high axpcndftute 
an s t d  la$ unslllsfactory m m a g ~ n t -  Tbc Crmmittee r u m  
that Govle~~mcnt hid keep , cloat watch aa the working of Sa- 
detisa in which Government have made sub&mtial invcstment~ ma 



X#L Tbe C d i t t a a  am net able to apgmiatc how a Swietg itr  
&j& Govanunart huw invasted b. 4.75 1- m d  which has a 
tuI1M.ver of t crorcs c o d  suffer loses The C~mmittee would 
Wre Goveramemt to ensure prudent management of the Society to 
~fcguard pubfic funds invmtcd in it, 

Recotrery 01 audit pes:  sub-para ( c )  

3.29. In more than 1200 caves audrt ft.e ( a m u u n t ~ l g  to Its 1.80 
!akhs) recoverable by thc Registrar of Cooprotivc Soe l~ t ies  rn res- 
rcct of the p w o d  from 1958-59 onwnrds was outstunding os on 31st 
March, 1966. 69 cases had, howcver., rt?lcrred to tiw Cnlltvtor 
for effecting recoveries as arrears of land revenue. 

3.39. The Acid1 tional Secretary (Co-operation) I t~farmcd the. C ' c m -  
mitt= tha t  the procedure was that nfter completion of the audit, tht* 
Registrar of Co-operative Societies made claims for e~ld i t  iws  nnr' 
rn e n s  of delay In payment, he would carrcspond with the Socie- 
ties. He added that  the cases of default wc-w raw und cocrc~vc 
action was not normally requirrd 

3.31, In regard to progress of recovery, the witness stated tha t  Ihct 
arrears of Hs. 1.86 takhs related to the period 1963-62 to  1%-66 Tho 
,arrears hnd b t ~ n  twcmght down to  Hs 80,OOU. 

3.32. The Committc.e are glad to note that a sum of Its. I ,(Hi,O4#) out 
of Rs. 1,86,000 on account of arrears of Audit fees has bccn rccovcr- 
ed. The Committee recommend that arrears for the remaining 
amounts should a h  he tccovored early and that action be takcn tcl  

cnaure that recovery af Audit lees for tho current period is not al. 
lowed to go into arrears. The Commitice would like to watch the 
effect of the measure* token by Government through future Audit 
Reports. 

Unsatisfactory I tnplemen 1 at irm of .rwxearr).i projects- -Pa.ra 1 12, 
Pages 142-1 43. 

333. h November. 1983 erstwhile Min~stry of Community 
Development and Cooperation agreed to give financial wdstance to 
the AU India Pancbayat Parishsd (a registered ~ o d y )  f m  carrying 
out research project on ( i )  "A depth study of Panchaysti Raj In 
&drm State* and ((if "Concurrent field studies in Panchayati Raj". 
The k m a t e d  cost of these projectr was Rs. 0.54 lakh (revised to 
Rs. 0.61 lakh in September, 1965) and Rs. 2.70 l a k b  respectively. Jn 



addfilm, the Mlnlstty agseed to give grants for mWbg of 
a nuclem stad! at the headquarters of the P1OStsh.d. 

3-84 The table below shows the grants rrakmd from time to time 
and the pxogrou of the atdim ais-o-sjrr the tfmr rchtbuk rypmvad 
for ccrmplctton of the wark. 

Nmc of the prrrlca Appmved time (;rant H ernar ks 
and omount schcdulc rclcsuud 
runczioncd -- {in lakhs ( 4  

Ycvr and work rupee'{ 
to bc cimplcted 

I 2 3 4 

( i i )  Concuthnt r 963 4 4  0.35. 
field studies. 

(Rs. 2.70 Irrkhsj 'Repent' study 
in one Sratc. * @ 

ry6q-65 o . p *  
'Chiginat' studies 

in four States 

Thc object nf thc 
~ u d y  i s  to make a 
cwmprchmsivc cxa- 
minstim of  dl the 
w p t s  of the working 
of I'unchtlyati Raj 
in Madras State. 

Two volumes of the 
report (containing 
findings of the Pari- 
shed) wcrc submit- 
ted to the Ministry 
in June, rgCi(i and 
the rcrnaining two 
in Dcmnher, 1966 
Thc rcprt is yct to he 
mndc final by the 
Parishad after clear- 
ing it with the Na- 
tional Institute of 
C m u n i t y  Dew- 
iopment 
to the sanction accord 3 
the firant (January, 
1 967). 

Under this projm thc 
working of Panchayati 
Raj in each State 
is to he taken up for 
study in a phased 
manner SO that this 
would dcvclop ult i- 
matcly into a reg111 ar 



and 'repeat' 
study in nnc 
State. 

p c r i d i  c exammatian 
of the Panchrryati 
Waj System in M- 
emnt States 

lc>155-Ci6 oa??* ..\gainst 1 2  r tywr ts  of 
studics due by March 

'Chipinal' ~tudics t 966, only 3 final and 
in four States 3 preliminary rcportq 
and 'repeat' hnvc been suhmi ttcd 
studics in two ttptn Innu:try, I 967. 
States. 
1W-W - -.- 

'(3riginnl"studics 
in four States 
rrnd 'rrpcat' 
studies rn two 
States. 

3.35. T h r  abow details show that  the progress of the projects has 
been slow. 

3.36. On a review of the worklng of the projects in February-- 
March 1966, when the Parishad came up for further grants, thc 
Ministry observed that no meaningful correlation could be d r a w  
between the expenditure incurred and the proqortionate output mea- 
sured in terms of studies completed and that not only was the pro- 
greas extremely tardy but the material brought out was also 04 poor 
quality tind hardly deserved the appellation of a research study. The 
expenditure was even held to be infructuous. 

3.37. The Ministry have stated that the last instalment (Rs. 55,000) 
of the grant was released when personal assurances of accelerated 
progress were held out by the ail thorities of the Parishad; that, how- 
ever, when i t  became clear that significant improvement in progress 
was unlikely to materialise, the Ministry decided not to give further 
grants; and that the Ministry is continuing to press the Parishad to 
deliver the remaining reports also (January, 1967). 

,..--- -- -----------. 
+Inddition to the o m t  of Rs. 0.61 lakb, a rum of Rs. 0 . 1 7  lakh was spmt by 

the P u i j d  on the study by unauthorired diversion of funds provuled for 
the atudier; the Ministry have stated that the Parishad has been asked to 
makc good this mount from its mn funds (January, 1967). 

f 



3.38. The Additional Secretory (Community Development) stated 
that the scheme of depth study of Prrndayati Raj was sanctioned in 
Decembr, 1%3. Thc salient features of the scheme were that- 

( 8 )  it wan :I three year :;theme; 
( I n )  a block grant would be released in phascs; 
(c) yearly advances would be released subject to annual review 

of performance; and 
( r l )  d u r ~ n g  the three years, the depth study was ta be com- 

pleted in addition to 18 &her concurrent ficid s t u d i ~ s  
from ycur to yea1 

3.39. He further nmpliflrd that thr  depth studv was intended to 
cxsrnlne- 

( a )  the p w r s  and posltion of Panchayati Rej institutions in 
the overall democratic set-up in the State; 

(b)  the impact of Panchayati Raj on the existing swio-cultu- 
T R  1 pat t ~ r l l :  

(c)  the impact of Panchayati Raj on social mobility judged 
from the point of view of leadership, decision-making 
cconomic opportunities etc; 

( d )  the extent of community participation In planuing and 
decision-making; and 

( e )  tht\ netual working of Panchayati Raj institutions in rela- 
tion to the basic ideals of Panchayati Raj. - 

3.40. Similarly the objectives of the concurrent fleld studies were 
also defined. Data on thc bnsis of interviews with persons and insti- 
tutions was tobulntcd and certain statistical information was drawn 
up which was later interpreted in the report. The witness added 
that the Parishad was to carry out this study under the guidance of 
the National Institute nf Community Development who had the re- 
quisi te technical staff. 

3.41. In regard to the delay in the submission of the studies, the 
witness stated "All India Panchayat Parishad had some initial 
diPBculty in recruiting staff and putting them in position.. . The 
agreed studies had to be made by eminent people and even eminent 
people who agreed to serve in those study groups were not always 
available. . . . ". 

3.42. In reply to e question, he stated that the grants after 1965 
were stopped because the Parishad was taking longer time; than 
they had promised in the beginning, in May, 1965 a small instgl- 
ment of Rs. 20,100. and jn October, 1M5 the final instalment of 



Re. $5,000 were given. The witness added that amounts released 
upto 1988 were roughly in the same proportion as the original 
amounts agreed upon. 

3.43. The witness further stated that " . . . . . the latest position 
was that the Parishad had submitted the depth Study in full and 
7 concurrent studies, in manuscript form. In relation to the funds 
released, the Parishad should have given 8 or 9 published studies or 
12 studies in manuscript form. 

3.44. The Secretary stated that the Perished was going to pass on 
5 more concurrent studies shortly in manuscript The question of 
printing the reports had to be decided by the nepartnlent ns thc 
Psrishad had no money to  do it. 

3.45. Asked whether the expenditure on the scheme was held in- 
f ~ c t u o u s  or partially infructuous, the Additional Secretary said, "I 
do not know how you can consider it fully fructified till you have 
got all the commensurate out-turn of work. At that stage that was 
the position. So far as they are capable of doing it, they have to 
give us the full value." 

3.46. A note received from the Ministry of Food, Agriculture, 
Community Development & Co-operation (Department of Cornmu- 
nity Development) on the facts regarding the study programme of 
the All India Panchayat Parishad states inter-nlia as under: 

"Madras Study: The due date for completion was December, 
1961. Actually, the first two volumes of the report were 
received in June and August, 1966, and the remaining 
two volumes in December, 1966. Intimation, however has 
since been received from the National Institute of Com- 
munity Development that they had cleared the study on 
18th October, 1967." 

"Concurrent studies: In all, swen  concurrent Study Reports 
have so far  been received as under:- 

1. Rajasrthan 
2. Punjab 
3. Andhra Pradesh 
4. West Bengal 
5. Orissa 
6. Mysore 
7. Gujarat 

lW66 
18-8-66 
3-9-66 
W5-67 
22-6-67 
17-7-67 

Draft received on 4-7-66. 
The AIPP intimated on 
22-8-87 that it may be 
treated as final. 



For the ooncurrent studies, a tutal graat of Ib. 1.62 h k b  &M 
been released to the All kih Pamhayat Parishad. The 
actual outturn, however, has been f a r  from proportionate." 

3.47. & rqe rds  the expenditure on the Headquarters staff for 
which the Parishad made a claim for a separate grant, the Minist~y's 
note states: 

"On a careful exam~nation of the matter, i t  is seen clearly 
that the Headquarters staff had always been treated, by 
the Ministry as well m by the Parishad, as part of the 
over-all staff complement of the project for the studies and 
that the requirements of this part of the staff had been 
fully taken into account by the Ministry while releasiqg 
the instalments of grants. If the  MPP had overspent on 
this account, i t  was because, for a long period, the staff re- 
mained idle without adequate outturn of work. Tt was 
even after taking into account thc legitimte share of ex- 
penditure on the Headquarters staff that the AIPP was 
still due to deliver 8 to 9 studies published, or at least, the 
r e ~ o r t s  of 11 studies in manuscript, for the grants already 
released." 

"In brief, the Ministry was continually pressing the Parishad 
to push up the progress of work and the ATPP kept pro- 
mising to do so. When it became clear that sinniflcant im- 
provement in progress was unlikely to materialise with- 
in reasonable time, the Ministry decided not to give fur- 
t her grant s." 

3.48. The Ministry's note further states: 
4 8  . . . It was again pointed out to the AIPP that, even if the 

delay in carrying out the studies and the unevenness of 
quality of the reports were ignored, the Ministry would 
have to insist that. for the sum of Rs. 1.62 lakhs already 
released, the AIPP would have to complete and publish 
eight to nine concurrent studies Alternatively, eleven 
to twelve manuscript reports would have to be furnished 
by the AIPP. It was suggested. in the circumstances, that 
the AIPP may furnish at least four more reports, even in 
manuscript form, in addition to the seven reports already 
Analised. The whole position could be reviewed and the 
future line of action determined, after the AIPP had deli- 
vered the number of studieaa commensurate with the funds 
already released." 



3.10. Referring to the financial irregularities in this case. the Min- 
- m y ' s  note states as under:- 

"The intial estimated cost of the Madras Project was Rs. 54,000. 
Later. the Ministry agreed tn raist. this to R s  61.000. Ac- 
tually, t he  AIPP has spent Rs. 78.000, diverting Rs. 17.000 
from the grants given bv the Ministry for t h e  concurrent 
studies. The Ministry objected to this unauthorisod div- 
ersion It was pointed out that the excess expenditure was 
mainly attributable to thtt delay in romplcting the  project 
and as such the  additional expenditure of Rq. 17,000 should 
be met by the Parishad out of its own funds." 

"Certain other irregularities such as cxct?ss paymuwt of T.A. 
to the Director, fixation of higher pay than the minimum 
In certain cases of staff, purchase of liindi typewriter even 
though there was no Hindi Typist, etc. wcrr noticed and 
pointed out to the AIPP." 

"Action by the AIPP to have these irregularities rcgularised 
has since been taken or is k i n g  taken." 

3.50. The Cornwittee regret to note that there has bcen abnormal 
delay in the completion of studies undertaken by the All India Pan- 
chayat Parishad. The results ol the Madrns study werc clcarcd by 
the  National Institute of Community Development on 113th October, 
1967, whereas the due date for the completion of this study was De- 
cember, lW. As regards the concurrent studies against 12 original 
studies and six repeat studies which were to be completed by March, 
1967, only 7 study reports have been received by Governwent upto 
July, 1S7.  

3.51. It is aLw, ohservd that a sum of Rs. 17,000 wits rlivertcd by 
the Parishad to the "Madraq study project" from the project on con- 
current studies. There were some other financial irregularities. The 
Committee note that somc action has been initiated to get these En- 
ancial irregularities rtbgularised. They hope that Government will 
now be able to get the results of the studies eortntsted to the All 
India Panchilya t Parishad without further delay. The Committee 
would also like to be assured that the results of these sttrdies would 
be put to the use for which they were intended. While the Commit- 
tee appreciate that difficulties might have been experienced in the 
recruitment of the right type of staff for undertaking such a rescnrch 
assignment, they feel that such difficulties should hove bcen given 
proper consideration before entrusting this project to the Parishad. 
T h e  Committee suggest that before giving grants to non-official or@- 
misat ions, Government should ensure that such orgariatinno have 

3300 (E) L%3. 



the and financial soundness to execute the various projects: 
entrusted to them. In particular, it must be ensured that the orga- 
&ations have competent staff to undertake the research projects. 
In this connection, the ComrnCttee wot~ld reiterate their observation 
contained in para 1.109 of their 14th Report (4th Lok Sabha). 

3.52. The. Conlmittee also suggest thnt Government should not re- 
lee a 6r ;~" t  ar i tS  installnent to a non-official organisation without 
making sure that thc progress made is comnucnsurnte with the grant 
and that the quality of work is upto the requisite s t a n d ~ r d .  The 
Co~nmittee would like to be informed of the r cm~dia l  mcmurcs 
taken to avoid the recurrence of such cases. 

3.54. The ,Ministry have stated tha t  t hc  &cmc u.as itself in the 
nature of a pilot effort and that  no doubt the procress had not mca- 
sured upto esptctatjnns. 

3.55. Thc Additional Secretary. Dc.partment of Ctroperatjon stat- 
4 dur ing  widence thnt the project was n pilot cxprriment.  and 
that when the scheme was  sanctinnc4. the  Dc~pnrtmrnt d w i d d  to 
review it after a ycar of its working. He added that they carried 
o u t  the rcvimls at fairly high level meetings. On the basis of these 
reviews the Department tried to improw the working of the scheme 
The witness stated that  finally after t h ~  third review, although there 
were recommendations that  certain other measures coul<l be taken, 
the scheme was given up. 



29 
3.56. In regard to the inferior quality of the literature the witness 

stated that one of the ingredients of the scheme was to make avail- 
able in the local languages to the field staff certain worth-while 
material published in more authoritative media, which to an extent 
was re-rendering of what appeared in more sophisticated journals. 
He submitted that because this had to be done by junior persons, i t  
muld not necessarily be a reflection on the performance. 

3.57. The Committee are unable to appreciate an expenditure of 
Rs. 60,000 incurred by t hc  rkpartment of Cornmunit Development 
during the years 191i0-61 to I%?-64 for giving grants to four training 
centres for bringing out journals, which according to the Ministry's 
own asscsment ,  contained material which wa5 only "a third-rate 
imitation of what was being produred a t  higher lcvels." 

The Committee also note that the Journals isued "as complimm- 
tary copies which wtve apparently not read represented a large 
number." 

The Committec. consider that  had the Department of Community 
Development carried out a critical assessmnt of the Journal a t  the 
end of 1.960-61 instead of 1963-64, it should have h e n  possible to save 
expenditure on grants for a t  least three years. 

3.58. In reply to another qucstiox. the .4ddltional Secretary stat- 
ed that the two journals brought out by ihe  X i  e Xuru- 
kshetr,l' and 'Pancha~vati Raj'. 

3.59. The Cornmittre desired the  following information to be fur- 
nished in respect of cnch of the publications:- 

(a) the  number of copes prmted; 
(b) the number of comp11rnentax-y copies; 

(c) the number of copies sold; 

(d) the number u I  urlsold copies; and 
( e )  the cost of production. 



3 .&. Tt~c  hlinistq h a w  furnished tl c 11 quired information for the year 1966-67 which is reproduced below :- 

X m c  of the pub - Print No. of No. of No. of Amounts Gross* Amount+* Net cost Profit/Loss 
liciiticm 1 c.on~pIi- copies undispo- realised, cost of realised ofproduc- 

(.\nnu:il' rncntnry sold sed copies by sale produc- by way of tion 
copies t ion advts. 

(Rs.) (Rs.) (Rs .) 

Tile note further states : 

"(a) The hrwk-&rum of advcrtiwmcnt revenue from Govt. and Private Vndertakings separately is not readily s available. 

:h 1 I t  nl iy i3c m ~ n t i $ w J  th.!t in rcgnrd to  general purrow and publicity journals brought out by Gcvernment, the financial 
in:-mtrncnt and return as In the case of cnmrncr-cial publications cannot be the final yard-stick-as to the need 
snd uwfulnehs. They Immtl t o  he eupcnsisc nnd the extent of paid circulation cannot be the only criterion for 
msint in inp the pbl i~at i imc.  In the case of the above journals, the normally accepted standard of having a minimum 
paid ciri~1,ttion of' .itlcnd I rn C O ~ I C S  i4  fulfill~d." 

-- - - - - - - -  
*Inclu~ics ( i  i pymcnt  to contrihutcrs ( i i )  Dir.mt cciitrrrial cl~argcs; and (iiij paper and printing charges. 
**No amount h ~ s  been \hou n 3 s  rcaliscli from Chrvernmcnt Public Cndertakings and Private Bodies. 



3-61. The percentages of coqlimentary, sold and unsold copies 
to the total print order is indicated in the table below:- 

Name of Publication Compli- Sold Unsold 
mentary 

Kurukshetra (English) 85 r3.6 1 '4  
Kurukshetra (Hindi) . 80.6 16.4 3 
Panchapti Kaj (Fnglish) . 87.5 1 1 . 7  0 . 8  

3.62. The Committee also note from the information suppIied by 
the Ministry that out of 1,47332 copies of the Journal UKurukshetra" 
(E~gl ish)  as many as J,25,002 (% per cent) are issued on a compli- 
mentary basis. Similarly, for the Journal, "Kurukshetra" (Hindi), 
out of 66,884 copies printed annually, 53,770 (80.6 per cent) are issued 
on a complimentary basis. In the case of the Journal "Panchayati 
Raj" (English), out of 1,19,711 copies, 1,05,282 (87.5 per cent) are 
issued an a complimentary basis. It is, tlierefore, no wonder tbat 
Government are incurring an annual loss of Fk. 1,47,210 on the pub- 
lication of these journals. The Committee suggest that the question 
of discontinuing thew journals or at least reducing drastically 
the size and numjbcr of copies of these journals may be examined 
without delay in consultation with the Ministry of Finance. 

3.63. The Committee suggest that o similar review of all other 
publications brought out by the Ministry may be undertaken so as 
to effect maximum economy consistent with requirements. 



MINISTRY OF HEALTH AND FAMILY PLANNING 

Default in ~ e p a y t r ~ c r i t  of loans-Para 1 1 G P a g o  151: 

4.1. In paragraph 23 of the Audit Report (Civil), 1966, mention 
was made of the recoveries of loans and interest outstanding against 
various parties including the Delhi Joint Water and Sewage Board. 

4.2. During the period hilay. 1926 to March. 1966. ti7 loans agree- 
gating Rs. 2.232.59 lakhs were sanctioned to the erstwhile Dclhi 
Joint Water and Sewage Board 'Delhi Municipal Corporation for 
implementation of certain water supply and sewage schemes. The 
loans were repayable in taquated annual instalments together with 
interest at  rates varying from 31 to  6 per cent. per annum In case 
of 15 loans, the sanctions also provided that penal interest at the 
rate of 24 to 31 per cent, per annum would he recoverablt? in the 
event of non-repayment of the ins ta lmnts  of loans and non-pay- 
ment of interest on the due dates. 

4.3. From June, 1964 onwards, the  Corporation f:~iled: to make 
regular repayments of the instalments of loans and intclrcst due 
thereon on thc  due dates. The lnstalments overdue f ( r r  recovery 
on 31 March, 1966, of princ~pal and ~nter-est amountcd to Rs. 53.58 
lakhs and RF. 97.95 lakhs r e s p e c t ~ ~ ~ e l y .  The amount of Rs 97 95 
l a b s  includes Rs. 0.87 lakh reco\~erabk as penal intcrtst. 

4.4. The Cornmittec wpre rnformort i n  ct\.idtlnce t ha t  ?hp B l h i  
Joint Water and Srwagr Board c t m c d  to exist in 19M aftcr which 
:; assets and liabilities were takrn over 1):. thc  h l h i  371111iripal 

Corporat~lm T')P tcLrms and conditions of the grant o f  l (onq t o  the 
Corp~rr:~tic)ri: n r ~ r i  t h r ~  Watc : and Srwag;c. Roarct wtirtb :ilrno.;: t h r  same 
excwf  that  ti: '  !-h!( of iri'crest had varied from timc t r ,  timr from 
2! per cent t c )  6 prr  ccnt. Thc latest rate is 6 per cent  In 19G1. the 
system of penal rat(. o f  interest w a s  intrtduccd. 

4.5. As  regards the policy adopted in giving loans to .thr Muni- 
cipal Corpnratirl~, the Secretary, Ministrg. of Health stated that  it 
was thought that the water and sewage branch of tlw Cr,rpnration 
should become self-supporting in course of time so that whatever 
investment wiis made and whatever recurring e x p c n d i t l ~ r ~  was in- 
curred, should he reirnburs~d for the  realisation of water and 



sewage taxes. Loans continued to be granted to the Corporation d u r  
t o  the pressing demand that facilities should be provided to the 
.citizens of Delhi although the finances of the Municipal Corporation 
were in a bad way. The witness further stated! that "Because there 
was no rigid system of separate maintenance of fund.; of this water 
and sewage part as  well as general funds of the Corporation till 
some time ago, what used to happen was that all the realisations 
from water t a x e ~  311d s e w a g ~  taxes used to go to  the general pool 
of funds of the Corporation and used to be utilised by them for  s t *  
many other things Lrhile t h e  loans were being given to the Corpora- 
tion for the p i r r l ~ ~ s c  o f  watcr and sewage works." 

4.6. The Commlttcc ~nqurred whrther tho  lnan g r s r l t d  to the 
Corpora tion c o ~ ~ r - c d  t he  ~n t~rcfi expenditure on a particular scheme 
or the Corporation was also to contribute some amount towards t4n 
p11tir.c expenditure.. T ~ P  i t  1 t r l . 1 ~ .  s t a t 4  tha* thc.!-p n 'as  no i;~lih ri:l- 

dition involved. The pro~ects were prepared. then the estirll.ates 
were got ready and the loan, \\-ere granted tn t h c  Corporation in in- 
stalments depcnd~ng upon the progress of thc w7rk and need for 
funds. As regards thc procedure adopted in estimating the essen- 
tial character and exr:c.n: of ;! loan, thtb witness statcd th2: an In- 
stalrnents of t h e  loan was snncL:onc)d aftc>r a dl tailrici discii~s,crn ::nd 
examination of ?he pro~ects  and ful l  consu1ta:ion lvitt! the experts 
in the Ministry of Finance 



in its general funds and sornetirmes the scheme for which the 1-l 
was asked for. was itself ignored. The Gitness stated "Not quite so. 
%. Actually, the Lt. Governor's instructions to the Corporation 
Commissioner also included one item that all the details of loans 
taken and the manner of the utilisation should also be reported to" 
the Lt. Governor. Part of i t  has been done, some part has not been 
done. But loans were utilised :or the purpose fur which they were 
sanctioned. The difficulty was that the realisations were credited 
to the general funds of the Corporation. When the pressure was 
put on the Corporation to make the repayment, their difficulties 
were manifold. They brought in other issues e.g. dues from New 
Delhi Municipal Committee, their poor state of finances for which a 
separate Commission has been appointed by thc Government to go 
into the details. Shri Morarka is the Chairman of that Cnrnmissioh 
and he is going to study the financial affairs of the Corporation to  
find out how best it can be managed. But the additional safeguard 
has been adopted since hlnrch this year to maintain scparnto ac- 
counts of the Water and Seivage Board" 

4.8. The witness further stated that the Corporntio!~ authorities 
had assured the  Lt. Governor about the repayment of loans on it 

priority basis. 

4.9. As regards the  stcps t:ikc:l to rchccjver the vrnnirnt of total 
loan due from  he Cnrporatj(lr,, t i l t 1  i i . , ;~l i>s . .  s t a f d  t h t  apart f l o ~ n  
writing letters, the  Delhl Adm:ni~t!.:iiron was ;tiso rt.c!uil--frd to Itcr- 
suade the Corporation to makc rcp;~>.nl~nt  of loan Thw tht. matter 
of repayment of loans uxs also takcn to tl?c Con~mt tcc  of Swrctarics 
under the Chairmmship of the Cabinet Swrctary. 

4.10. As regards the  progress rnndtb in rrccrvrring thc arntjunt due 
from the Corporation since March, lm7, thp witness stated "I under- 
stand that the realisations s i n w  then, of course thcy h i t ~ e  not teen 
much-were some thing of thc order of Rs. 17 lakhs or s ~ .  Thcy have 
been separately credited in the  account of the watcr and sewage 
undertaking. 

4.1 1. In reply to a question as to what was thc sn\ot1~1 duc from 
the Corporation by the end of t h t  March, 1967, the witness stated 
that the amount due had risen to Rs. 21f6 lakhs as on 3lst March, 
1967. 

4.12. On being asked whethcr Government had assessed the 
maximum population that the Dclhi Territory could afford from the 
paint of view of water facilities and hygienic conditions, the witness 
atated. "To the extent, were are concerned. . . . . . . . . . . . . . . . . . . , w e  



have now some realistic ideas of the rate of growth of population In 
Delhi both on account of the so-called baby boom and influx from 
other areas. . . .we  hope water schemes with which we are concerned 
would take care of the future needs of the city". 

4.13. Coming to the question of sewage discharge contaminating 
the suply of drinking water, the witness stated that drains carrying 
sewage had been scaled and stcps had been taken to prewnt such 
things happening. 

4.14. In a note furnished to the Committee, the Ministry of Health 
and Family Planning have inter-nlia given the following position of 
the outstanding loans as oi l  3lst March. 1967:-- 

(a) An amount of 11s. 79 lnkhs is kept in 'suspense ac- 
count' for purchasc of p:pz3s. rnxhincry  and tcz 11s ptc. 

(b)  adjustment accounts were to be received from t h e  
C.P.W.D. for certain amounts k ~ p t  under susvense 
heard 'dcpositc'. 

A total loan of Rs. 270 lakhs was given to the Dclhi Water 
Supply and Sewaqe Disposal Undertaking during the year 
1966-67. Qut of this loan, a sum of %. 225.43 lakhs was 
spent by the Undertaking during 196667 leaving a balance 
of Rs. 44.57 Inkhs on 1-4- 1967,'" 

4.15. The Committee regret to note that an amount of Rs. 151.D 
1d&s (b. 53.S lakhs principal: and k. 97.S l a b s  as interest) was 
over-due for recovery from the Iklhi Municipal Corporation zm ac- 
count of the loans given by the Central Government for impkrnca- 
ttion of certain water supply and sewage rchcrrs. It h nho strange 
to nob that even when the loans w e n  sanctioned for a specific pur- 
m. the mlisations of watqr and sewage taxes were c d i t c d  to the - 



general funds of the Corporation instead of being placed in a sepa- 
rate  account for the repayment of the loan. The Committee feel 
that repayment of the instalments of the loans and interest should 
have been the first charge on the realisations from water and sewnye 
taxes. 

4.16. The Cor~lmitlce note that the Lt. C;overnor, Delhi has written 
to  the Dclhl Municipal Corporation in May. 1967 that: 

" ( a )  Thtl accounts of the Watcr Suppl). and Sewage Disposal 
Undertaking should be m a i n t a i ~ ~ c d  separately. I n  parti- 
cular. steps should be taken to credit immediatt~ly the recei- 
pts that are rcceived by the Gcncral Wing on account of 
water tax and scavenging tax; 

(b) Fu l l  accoorlts of the loans and grants rclcascd by the Gov- 
ernment of India should be rcndcrt?d: and 

(el The re;~aymcnt ot l r~ans  and   iter err st charqw adl~anced by 
the  Governtnent of India should be the first charge on the 
revenues o f  thrh I!ndrxrtaklng and steps shou!cl be tnkcn to  
pay these up." 

4.17. The Co~nrnittee hope that. with the implementation of the 
above instructions, it would be possible for Govcrnmcnt to gct back 
instalmcnts of loans and interest due from the Municipal Corpora- 
tlon. The Committee need hardly stress that, when ionns urc grant- 
'ed for specific purposes. their repn>mr*nt 011 due dotes should h b  in- 
sisted upon and defaults in repayments should be viewtvl serjoucily. 
The Committee would also like to  he infonncbd of thc* recovc~rita of 
the over-due instalmnts  in this caw 

4.18. The Committee understand that ir Commission i h  at present 
looking into th unsatisfactory ctatv of finances of the Delhi hluni- 
cipal Corporation. The Committw hnvr* no doubt that, hiiwtf on the 
findings of this Conpission, Govcrnmcnt will take ndcquate mca- 
mer, to put thtb state of f h n c e L  of the DcIhi Munidpal Corporatmm 
on a sound footing. 



MINISTRY OF WORKS. HOUSING & SUPPLY 

irregularities t n  t12e disposal o j . w r p l u s  stores-Para 80. page 105-206. 

5.1. In July,  196.2, the Naval Headquarters declared certain marine 
engines and spares of a book value of Rs. 15.80 lakhs surplus to re- 
quirements and reported them to the Ihreetor General. Supplies and 
Disposals, for disposal. Tcndtsrs for the salt. and removal of these 
stores were. however, inlrlted by the D~rectrtr General, after about 
a year in July, 1965. As a result, e1tvt.n tendc.rs were received and 
opened in August. 1 9 6 L t h c  highest bid ffxr one  of the lots wlth a 
book value of Rs. 6.80 lakhs w a s  from firm 'A' which had offered 
Rs. 3 lams for the lot. After the opening of the tenders. four late 
tenders were also received by thr  Dlrector General. Suppiles and Dis- 
posals in September, 1965, ctffcrinq higher prlces rangmg uy>io h. 5 
lakhs and all of then1 complainrng against thc incorrect dcscriptmn 
mentioned in the  tender; the .  alleged that  thcb sprurcs were actuaily 
for diesel enjgnes and not petrol tnqlnes as  n~entlnnd m the tender 
enquiry. A field officer of the D~rector  General. St~ppEics and D ~ i e  
posals was. thcrcupon. dcputc'.l to inspect thc surplus stores ~ o i n t l y  
with the stock-holder. According to their rt3por-a dateci 22nd Sep- 
tember. 1965. the marrnc cbnrfincs were petrcbi units. :'is regards 
spares, out of 880 spares In the lot. only 49 could be decyphered. of 
which 47 were identified as diesel engine spares and tht. remaining 
3 as pctrol engine spares; in respect of the other$. in  the absencc of 
the relevant catalogues. thcv found i t  d~fficiilt T O  conment on  the 
applicability or intcrchangcabili+ of t he  spares Dcspite this. this 
sale lcttcr was issued in favotir of firm '.%' on 12th nctc)'her.. 1%: .tn& 
finally, on thc Arm deprxitinq thc full  value of the  sti>rt.s. a sale 
release ordcr was issucd nn 27th Uc.to\?er, 19f5 In thr-. mc;zn!imc, 
A ~~rn rnun~ca t i on  was reccivrd from Nnval Hcadqu~rter.c. Btvnb-ay 
on 23rd October. 1965 st:itinq that tht. r:~t:~!c(pr of cnqintbs nnd sp3ftk~ 
had sinre bccn marip : 1 ~ 3 i l : i h l ~  \)i. m e  of I ~ C  ccin~plainant firrn.;;ind 
that 90 pcr cent o f  t h c  sparw pwtnintxi !%I  diesel c n e i n ~ ~  3r?J no: to 
pctrul engines. 

5.2. It would. thus appcnr t11.1t thr f ~ i l u r c  initia?ly t L j  zpecify the 
description of storcs r o r r r r t l ~  and later to rxarnitlt* :h complaints 



in this regard properly has resulted in a loss of Rs. 2 lakhs to Gov- 
ernment. 

5.3. After the conclusion of the sale, the Army Headquarters re- 
quested the Director General, Supplies and Disposals, on 24th Decem- 
ber, 1965 that 27 of the items of a book value of Rs. 46,705 covered 
in the sale might be withdrawn as they were urgently required. An 
attempt was, thereupon, made with the firm in this respect, but the 
firm did not agree. 

5.4. The Committee desired to know the reasons for accepting the 
low offer that was received within the stipulated time without in- 
vestigating into the complaints of the four late tcnderers in regard to 
the incorrect description of the stores that was mentioned in the 
tender enquiry and offering a higher price. The ,Secretary. Ministry 
of Works, Housing & Supply (Department of Supply) stated that the 
surplus report received from the Na\.al Headquarters did not give 
a correct description of the stores which were to be disposed of by the 
Direct~rrttc General of Suppl~es and Disposals. The heading in the 
surplus report did not refer to petrol engines but merely stated 
marine enb.ines. Grey Marine Petrol Engines was mentioned as the  
first item and below that a list of stores \vns also indicated. Further, 
the Chief Liaison mcer of the Minlstrv of Dcfcnce who was posted 
with the D~rectorate General of Supplies and Disposlals was asked to 
get in touch with the stock-holder to find out whether the spares 
were for  petrol or for diesel engines. "He has recorded on thc 18th 
September. 1965 after gettmg into touch with the stock-holder that 
these engines were purchased from the Royal Navy as petrol engines 
and the spares were also purchased as if for petrol engines." In view 
of this, the Wficer who dealt with this case thought that the spares 
were also for petrol engines. "Rut I do admit that while putting out 
the advertisement, it should have been rncntioncd as indicated in the 
surplus report that the list was for grey marine engines." The wit- 
ness stated that "when a reference was made to the Naval Hcadquar- 
ters in the Drfence Ministry, they admitted that there was lapse so 
far as the description of stores was concerned." I t  was confinned by - the Naval Headquarters on the 20th September, 1965 that the engines 
were petrol engines. 

5.5. Explaining further, the witness stated that the stores were 
in the depot at Bombay. The tenderm who had quoted higher rates 
upto Rs. 5 lakhs, were actualy in Bombay and "they had plenty of 
opportunity to inspect the stores" because one month's time was 
glwn for opening the tender. "They did not inspect the stom be- 
fore, but after the opening of the tender they did so.* The witness 



*Wed "how they want and inspected the stores after the opening of 
the tender is also a mystery." In order to maintain the sanctity of 
the tender, these late offers were not considered. If tendcrs were 
scrapped and fresh tenders were issued, there was always a danger 
of a formation of a ring by these very parties who would subsequen- 
t ly  quote a lower price. The Director General, Supplies and Disposals 
had himself dealt with this case and had recorded a note in which 
he had dealt with all these points very carefully. 

5.6. Extracts from the note recorded by the Director General, Sup- 
plies and Disposals are reproduced below: - 

"Naval Headquarters sent this office a surplus report No. EG/ 
0868 dated 8-7-1964 requesting disposal action in respect 
of Grey Marine Englne and Spares. The engine was fur- 
ther described as a petrol driven engine in the Schedule 
attached to the surplus report and the spares were indica- 
ted as spares for the e n s n e  in question. A tender notice 
was accordingly issued In which the stores were defined 
as a petrol driven marine eng. e and spares." 

"The tender opening date was 244-1965. -4 number of tenders 
were received, including a late tender dated 9-9-65 from 
Shri . .  . . . . . . . . . . . . . . . . . . . . .  in which he alleged that the 
engine was a diesel driven engine and spares for the 
engine. He stated that owing :o the mis-description h e  
had been ;>rcjudiccd in making a terrde:..'' 

T h e  matter was examined over 3 long period. The Defence 
Services Liaison Omcer contacted Naval Headquarters and 
reported that the engine was a petrol driven engine and 
its spares." 

'"It was held that- 

(1) there had been no misdescriptic)n cn the stores; 

. . . . . . . . . . . .  (ii) there had been nothing to present Shrf 
from submittinq :I tender In time on the basis of visual 
inspection of the stores; 

(iv) in accordance with mqular practice and instnrctions 
Shri. . . . . . . . . . . . . .  's tender could not k enter- 
talned 3s i t  was beyond tirne and not b ~ k d  by the 
usual tamest and deposlt money." 



. . . . . . . . . . . . .  "Shri.. . 's tender was accordingly rejected and" 
the stores were sold to the higher eligible bidder. These 
proceedings were finalised on 12-10-65. A letter was also 

. . . . . . . . . . . . . . . .  sent to Shri. . in which his objections were 
rejected." 

. . . . . . . . . . . . . . . . .  "Shrj .sent this Directorate General a tele- 
gram dated October 22 in which he repeated the conten- 
tion he had made from time to time. In addition he stated 
that- 

"SPDC Naval Stores could not specify the exactness of diesel 
or petrol. However now they have been able to ge t  cata- 
logues and they are writing directly confirmation of diesel 
spares." 

"Subsequent to this an express letter was reccived from tho 
Commodore Superintendent, Naval Dockyard, Bombay, 
statxig that the catalogue o f  the engine and spares had 
since bt-come rl~.ailable and that 90"], of the sparcs for 
Glc:; Marlnt. Kngincls pertainfid to Grcv hlarine Dic;el 
Enpncs and not t o  Pctrol  Engnc.. 2 n d  suggested amend- 
mcnt of thr. tender in this respect." 

. . . . . . . . . . . . . . .  "When S h r i . .  . 's telegram dated October 22, 
was received no credence was givcn to his claim of having 
been, told the description of the storccs in  the catalogue by 
the Commodore S~per in tendent '~  oC:;,t>. On recejpt of the 
Commodore Superintendent's ietter dated October 33, 

. . . . . . . . . . . . . . . . .  1!%5, it became evident that Shri .must 
have been informed of the catalogue description by the 
office of the Commodore Superintendent." 

"There was nn ambiguity about the description of the stores 
given in the surplus report rcwjved from Naval Headquar- 
ters. It will also be recalled that thc Defence Services 
Liaison Officer made enquiries in Naval Headquarters after 
the objections were received and it was confirmed that the 
stores were a petrol driven marine engine and spares. Fur- 
ther, when our Field CMicer visited the stock-holders pre- 
mises he was told that no catalogue existed. His report to 
this effect is dated 22-9-65. This r ~ p o r t  stands counter- 
signed by L t . .  . . . . . . .  .SPDC, Kuraia. When the Stock- 
holder (Naval Hd. Qrs.) had distinctly told us the nature 
of the stores, and this information had been subsequently 
confirmed on at least two separate occasions, it is surpri- 
dng that the objector should have been able to quote the 



ofAce of the Commodore Superintendent against both the 
stock-holder and the DGS&D." 

0 

"At the same time, the manner in which he gained access to 
information available in the office of the Commodore Sup- 
erintendent is, to say the least, incorrect. If the cata1ogv.e~ 
of the stores had become available in Commodore Superin- 
tendent's office even though the sale had been completed, 
the fact should have been confidentially reported to NavA 
Headquarters and ultimately to the DGS&D and not made 
available to the objector." 

"In view of thc seriousness of the matter. the Deptt. of Supply 
may consider bri~:glng it to  tbc Dr. i 'cnc~ M~nistry'i; notice." 

5.7. In reply to n q u e > t ~ o n ,  the  wpsc. ::lt:~:i\.~ of the Mln;stry of 
Defence stated that thc stock holders did not have at that time a 
proper catalogues to  shaw m-liethw the spares u-itrc for pt~trcil enpnea 

r *  or for diesel cng1nr.s I h e  .;nnrtt.= \i.e:.u of a trblsed lot 'I'hc ~ e t r o l  
engines and spare \verc ~n'?c,i itcd from * h r  Rrjta! Ir.tiian Savy in 
1947-48 and were ly ing  slncc t h t n  .4t thc time ~v!.:cn ?!I\. :*ore, wers 
being transferred from Man-Khurd to Kurln. thc drrcuments were 
misplaced and wcrc traced only after every thing was completczd. 
Since the s!orc> werrb m i s t d ?  ~t \\as not sprrlficallv mentinr.ed that 
the spares were c ~ t h e r  for petrol or for diesel. 

5.8. The Committee pclintcd out that  the n ~ a r j n c  t.tlginc:- m d  spares 
were declared surplus in Ju ly .  1964 by rhc Savi?i Headquarters and 
tenders for. thc  sale and removal of 'these strirca.i \ vew invited by the 
Ihrcctor General. Supplies and Disposals after about a year in July,  
1965. Thc Secretary, Department of Supply stated that the spares 
were lying at  Kurla w h i l t .  thc engines were at  M a n k ? ~ u r d  The Ins- 
pector had to go to these places to inspect the  storcs which took titno. 
The Naval Hcndquartcrs wcre askrd to traasfer t?lese engines to 
Kurla so that the spares migh't be kept with each catagory of engines 
to  enable the purchasers to know what they were buying. F 

5.9. In  reply to a question. the witness stated that in regard to 
t h ~  disposal of stores, the Directorate General of S r ~ p n I ~ c s  and Dis- 
posals were guided by the Dcpartmcnt which declarcd the stores a s  
surplus. "It is for authorities who  declare stores surplus to make 

a. surc that the right description is given . . "Whate\.cr precaution 
is to be taken is at  the reporting end". and i t  was not possible for the 
Directorate General of Supplies and Disposals to preparc a detailed 
h t .  "Whenever there is any discrepancy in the book value of stores, 
if necessary, n back reference is also made to the indenters to find 



..out what exactly position is." In the present case, the lapse was on 
fhe part of the Naval Headquarters who did not give the correct des- 

~veription of the stores. ''There is no lapse on our part." 

5.10. In reply to a question, the witness stated that "after the sale 
was completed, the Naval Headquarters sent a report saying that after 
they obtained the catalogue, they went into it and identified all the 
spares and found that 909; of the spares wss for diesel engines." The 
Committee were also informed that the report of Naval Headquarters 
was received after the sale was completed. 

5.11. The Committee pointed out that after the conclusion of the 
sale, the A m y  Headquarters desired withdrawal of 27 items of the 
book value of Rs. 46,705 and wanted to know whether the needs of 
the various sister services were ascertained before reporting the sur- 
plus stores to the Directorate General of Supplies and Disposais. The 
representative of the Ministry of Defence ststed that before the en- 
gineering stores were declared surplus, a technical team made a visual 
inspection of all the storer )hat were being declared surplus. The 
Army Headquarters was also represented on the team. This team 
with a member of the Elngineer-in-Chief's Branch had inspected the 
stores in October, 1963 and at that time there was no report that 
these items were required by the Army. On being asked how the 
requirements of the Army were met, when the firm refused the with- 
drawal of certain items, the witness stated thst the Army Headquar- 
ters were able to retrieve some spares from the fixed stock of Sher- 
man Tanks and no extra expenditure was ircurred. 

5.12. In reply to a question, the Director General, Supplies and 
Disposals stated that for disposal of stores, the plans were drawn up, 
auction dates were fixed, advertisements were qiven and then only 
stores were sold. The volume of surplus stores for disposals had 
increased considerably and having regard to the increase in the volu- 
me of stores, the number of auctioneers had been increased and the 
organisation was being enlarged for that purpose. 

5.13. It is unfortunate that Government had to incur a loss of 
Rs. 2 lakhs in the dismal  of certain marine engines and spares 
owing to the wrong description of stores in the tender enqnirg. An. 
other disturbing aspect in this case is that Naval Hedqnctrters did 
not have a proper catalogue to show whether the spares were for 
petrol engines or for diesel engines. The Committee And from the 
note recorded by the Director General, Supplies and Dispocnls, that 
the Defence Services Liaison Oflicer who made enquirim after the 
objections were received confirmed that the stores and spars  were 

' for a petrol driven marine engine. Further, when the Field O5car 



5*14. Tbs-Committee, therctore, flad it strange that *thin few 
b y a  d the finalisation of sale p r o c ~ d b g s  the Naval authotftIes 
Sound a e  catal-e giving an exact dedptiob. of the e q f b  .nd 
rp.rrs. The Committee wodd We  the Ministry of Defence to the- 
roughly investigate the matter d fix rrsposPslMty for n& -- 
j q  the exact details of stvpltur ~ t o n s  in the first instance and k r  
not locating and making available the catalogue, deJpite spcetfie em- 
quiries of the Directorate General of Supplies and Disposals, MI 
after the sale proceedings were finnlised. 

5.15. The COOWnittee feel that dect ive  nwasums should be *em 
to ensure that the State is not put to any loss due to inexact ;or 
wreng specification, type or description of the swplus stores by Gav- 

e ernment departments caaeemed. The Committee vPPald like to b 
informed of the remedial measures taken to avoid a recurrence d 
such cases. 

5.16. The C o d t t e e  are also not happy to note that the Direcb 
rate General, Supplies and Disposals, took about a year to invite, 
temders for the sale and removal of stores declared surplus by Naval 
Headquarters. They hope that the Directorate General, Supplies 
and Disposals, will take immediate steps to dispose of stores entrust- 
ed to them without the kind of delay that happened in the present 
ease. 

Purchase of Gunny Bags-para 82, pages 10'7-108. 

5.17. Against a limited tender enquiry for the supply of "Liver- 
pool Twill Bags" issued by the Directorate of Supplies and Disposals, 
Calcutta on 12th September, 1960, the lowest offer was from firm 
'A' at Rs. 155:24 per 100 pieces for 3 lakh pieces, and at Rs. 154.34 
per 100 pieces for another 3 lakh pieces, valid for acceptance upto 
3 p.m. of 19th September, 1960 (as against 5 p.m. mentioned in tbe 
tender enquiry). Telephonic acceptancle of this offer was communi- 
cated to the Arm the sarrie day at 2-45 p.m., followed by a fama& 
acceptance of tender posted at  8-30 p.m. under a certificate of post- 
tng. 

5.18. The firm did not deliver the Arst instalment of 3 lakh piems 
due by Slst October, 1W (the second instalment being due by 3kh 
November, 1960); and, on being contacted, they denied the receipt 
of the acceptance of tender. A copy of the acceptance of tender was, 
-re, seat to the flrm on 15th November, rO(fO on the basis of a 

sz#n, (Aii) La-4. =t 



Mjpl advice obtained on 11th November, 1960 from the Central Gov- 
bcnment solicitor at  Calcutta, and on the same date, the deliver). 
w i o d  in respect of first inslalrnent was also extended upto 19th No- 
vember, 1960. Despite this, the firm made no supplies at  all. Con- 
sequently, both the instalments due under Ithe contract were cancel- 
led on 30th November, 1960 and 16th December, 1960 respectively at 
She firm's risk and expense, and the stores re-purchased at an extra 
expenditure of Rs. 2-62 lakhs which was later recovered from the 
autstanding bills of the firm against other contracts. The refund of 
ahis was later authorised in November, 1962 on a representation 
made by the firm, as according to a legal opinion obtained from the 
Ministry of Law on 27th December, 1961, the telephonic acceptance 
of the fmn's offer was communicated by a Junior Field Ofher who 
was not authorised to do so, and the formal acceptance was issued 
lfter the expiry of the time upto which the offer was valid; it was, 
fierefore, considered that there was no concluded contract. 

I 

5.19. No responsibility has been fixed for the extra expenditure 
of Rs. 2: 62 lakhs. 

5.20. Explaining the arrangements that existed in Calcutta for 
the communication of acceptance of tender and the normal trade 
practices regarding jute purchase, the Director General of Supplies 
a d  Disposals informed the Committee that most of the commercial 
jute purchases were done over the telephone which was a well ac- 
oepted practice in the jute market. In view of the fact that a large 
number of tenders were opened and analysed every day, it was not 
possible for the Calcutta OfRce to issue the formal A/Ts within the 

- t h e  fixed for the purpose against daily purchases. So the practice 
always had been to communicate the acceptance over the telephone 
followed by a formal A/T through the Post. In accordance with 
this practice, the Junior Field OPBcer had communicated acceptance 
a t  2.45 P.M. and later in the day a formal A/T was issued. This very 
h n  had accepted the A/Ts. issued in this way in the past. The 
matter was examined and it was found that there was no real lapse 
h this case in regard to the communication of the acceptance of 
tender. 

5.21. When asked whether the name of the person to whom ac- 
ceptance was communicakd was noted, the wiltness stated that in- 
rtructions had now been issued to the effect that the name of per- 
eon to whom acceptance is communicated over the telephone shoulb 
be entered. 

5.22. In miply to a question, the witness stated that it was deck#- 
sd with the approval of the Government not to blacklist the flna 



In the past, the- firm had supplied special gunny bags and the per- 
formance had been satisfactory. Since the firm was one ot' the main 
suppliers of special gunny bags and this was 'the only occas~on on 
which the firm had defaulted, it was felt that the firm should not 
be blacklisted. 

5.23. In reply to another question, the witness stated that now a 
change had been made in the procedure. The revised tender invita- 
tion stipulated that the acceptance would be communicated over the 

. telephone and a representative of the firm should call at  the Office 
of the Directorate General of Supplies and Disposals a t  6 P.M. to 
receive personally the acceptance of the tender. The Secretary, 
Department of Supply added that if a tenderer failed to turn up  by 
6 P.M., the acceptance was conveyed by posting the acceptance let- 
ter by 6 P.M. 

5.24. The Committee asked if the revised instructions would also 
cover the point made by the Ministry of Law that a person authoris- 
ed to enter into contract would only communicate the acceptance on 
telephone to the parties. The DGS&D stated "Now it has been pro- 
vided that the Deputy Director himself will communicate it. I may 
add that in view of the legal position about the acceptance of the 
tender in writing within the time to be fixed we have extended the 
time to 6 P.M." 

5.25. The Committee desired to know whether any representation 
was made by the firm cn receipt of risk purchase notice and if so, 
whether the Ministry of Law were consulted before the risk pur- 
chase was made. The Director General, Supplies and Disposals 
stated that the risk purchase notice was issued to the firm on the 
15th November, 1960 and the firm had represented on the 19th N* 
vember, 1960. The firm stated that they did not receive the t e b  
phone communication nor the acceptance of tender that was sent bp 
post against postal certificate and, therefore, there was no concluded 
contract. 

5.26. In reply to a question, the witness stated that the firm was 
contacted over the telephone when thev had failed to deliver the 
goods by the 30th October, 1960. The Government Solicitor at  C4- 
cutta was consulted. The Solicitor had presumed that as stipulated 
in the form of tender, the formal acceptance of the tender had been 
hued by 3 P.M. and there had been a default on'the part of the tlrm 
and a risk purchase was called for. Thereafter a risk purchase no- 
tice was issued on 15th November. 1980. Later, on a representation 
by the flrm to the Minister, tht. matter was examined by the Mlnistry 
d Law and it was found that the formal acceptance of the tender 



was despatched by 8 P.M. while the h n  in their .tg?nder had*p$&y@t- 
ed acceptance by 3 P.M. Therefore, it was held thet $here had &qn 
no concluded contract. 

5.27. The Joint Secretary, Ministry of Law explained that the 
contracts with the Government should be in writing and should be 
accepted on behalf of the President by an a c e r  authflsed in that 
behalf,, Unless these requirements were complied with, thep 
was no concluded contract in law. In law, there was no such thing 
as telephonic acceptance in regard to Government contracts. Since 
these requirements were not complied with in this case, there w y  
no concluded contract. Further, in this case, it had been found that 
the acceptance was communicated in writing after the time fixed 
for acceptance was over. The witness stated "According to the Law 
of contract, when the acceptance is posted after the time fixed for 
acceptance has come to an end, there is no acceptance at all and, so, 
there is no contract." 

5.28. The Secretary, Department of Supply agreed with the Joint 
Secretary, Ministry of Law in regard to the legal position of the 
contract. He, however, added that most of the jute purchases busi- 
ness was transacted over the telephone. This practice was followed 
for many years and there was no case in which the tenderer had 
backed out and this was the first case. After this case, instructions 
had been issued to ensure that such instances did not happen. . . 

5.29 In reply to a question, the Director General, Supplies and 
Disposal stated that it was not possible to communicate the accept- 
ance before 3 P.M. by posting a letter because the officer received a 
lot of offers by 11.30 A.M. These offers had to be read, tabulated, 
analysed and considered jointly in consultation with Finance. After 
the decision was taken, the acceptance of the tender had to be typed 
and then despatched. 

5.30. The Committee regret to note that Government had to incur 
an extra expenditure of Rs. 2.62 lakhs in this case because of the 
failure of the Purchase Organisation to follow the correct prmednra 
in regard to the communication of the acceptance of the offer by the 
c~~npetent authority and to issue formal acceptance of the tender in 
writing before the expiry of the time up to which the firm's offer was 
valid. The C o d t t e e  feel that the work relating to the communf- 
c a t h  of the acceptance of the firm's offer should not have been en- 
tntsted to a Junior Field Otticer who was not authodsed to under- 
tnlre it. 
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d&eq they p & d i  - i \  , le i ;biv . f t  aecrri,itable 6 bisii t d  &it& 
w f n t o  wntraets for the supply of s t o w  

 hashas& as& of Vests-para 83, pages 108-109. 

5.P. For purchasing 'Vests String ~ n i t t e d ' ,  indented for by the 
Defence ~ e r v i c &  in November, 1962, limited tender enquiries were 
issued to 46 Arms by the Director of Supplies, Bombay in Member, 
1962. In response, four tenders were received and opened on 8th 
January, 1963. Three of the tenderers quoted Rs. 7.50 each while 
the fourth, an unregistered firm 'A', quoted Rs. 7.75 each for the 
smaller size and Rs. 8.25 each for the larger size. As the three firms 
were reported to be newcomers, a decision was taken by the Depart- 
ment of Supply on 19th February, 1963 to place, in the first instance, 
an order for 59,000 numbers on firm 'A' retaining t h e  right & place 
an order for another 1.10 lakh numbers. However, through an over- 
sight, an order for a total quantity of 1.69 lakh numbers (to be deli- 
vered by August, 1m) was placed by the Director General of Sup- 
plies and Disposals, New Delhi, on 20th February. 1963 reserving the 
right to ordee a '  further quantity of 1.10 lakh numbers within a 
period of 3 months (later increased to 6 months) from the date of 
the order. 

5.33. A trial order for 5,904 numbers was later placed in April, 
1963 on one of the three lower tenderers also. on receipt of a favour- 
able capacity report. 

5.34. An advertised tender enquiq  to cover the balance quantity 
~n indent was issued by Director of Supplies and Disposals, Bombay 
in Mny, 1963, as a result of which 23 offers ranging f r ~ w  Rs. 5.22 to 
h. 9.75 each for the larger size, and from Rs. 4.98 to Rs. 8.75 each for 
the smaller size. were received. On/ this basis, orders for a total 
quantity of 3.90 lakh numbers were placed on eleven firms in August, 
1963 and October. 1963 at the rates shown below. providing for deli- 
very u p  to April, 1964: 
- - -- - - -  - - -  - - A  - -  - - -- - 

Quantia Rate 
(In numben) R3 j 

Large size 309000 5 '25  
IS,SOD 5 -30 
30,000 6-11 

1.63.1 59 6.15 
Smdi size 



5.35. Finn 'A' failed to adhere to the stipulated d&mry period; 
of the total contracted quantity of 1.89 lam numbers, they fould 
deliver only 0.42 lakh numbers by the stipulated date (August, 1963) 
Extensions of delivery period for the balance quantity were granted 
by Director General, Supplies and Disposals, as follows:- 

Datc :~ f  Extmded Quantity 
cvtznsion date supplied dur- 

ing the 
e ~ t c n d d  Rate paid 

pcriod 
(In lakh ? 
numbers) 

5.36. i n  the face of cheaper offers having been received by the 
Department, accepiance of the quantity of 1.20 lakh numbers which 
the firm failed to deliver by the time originally stipulated (August, 
1963), a t  a nominal reduction of 6 per cent in the contract prices, 
lacks justification. This has resulted in an extra expenditure of 
Rs. 2.08 lakhs computed on the basis cf Rs. 6.15 each for the larger 
size and of Rs. 5.35 for the smaller size. 

5.37. The Director General, Supplies and Disposals informed the 
Comm!ttee that although the tender enquiry was issued to as many 
as 46 firms, only 4 firms had responded because of the special con& 
(tion of manufacture and also because of the fact that this particular 
store had not been devclop~d in the country. These String Vests 
which were made on special looms were completely a new item 
which had not been used before by the Defence Forces. 

I 

5.38. In reply to a question, the D.G.S.&D. stated "it is correct 
that the officer who decided this purchase ease said, rather he Im- 
plied in his ordcr. that an order should be placed for 59,000 vests and 
the option fcr 1 , 1 0 , O ~  should he retained. There was some mls- 
understanding regarding interpretation bv the otRrcrs who translab 
ed this order into A/Ts. They issued order straightway for 1,69,00Q 
nurnbm." t 

8.39. In reply b a question, the witness stated that there was r 
dkpertmcjntgl enquiry and It was felt that it was a mistake and t?m 
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p~)3ishmec~ to the &er would not be jug-. Further, there war 
a vigilance enquiry. "So far as actual supplies are concerned, im 
1905, the Department of Supply went into this aspect and came %a 
&he conclusion that actually the placement of the order for 1,W.W 
even though it was done under some mis-apprehension, had result 
ed in benefit to the Government." 

9.40. The Secmtary, Department of Supply informed the Cornmi, 
tee that instructions had been issued recently to the officers to issus 
orders in clear, unambiguous and precise terms. 

5.41. At the instance of the Committee, a copy of the instruc- 
tions issued by the Ministry of Home Af'rarrs in September, 1967 
and by the Department of Supply in January, 1967, regarding the 
need to draft the orders and letters to be issued by Gow-xzent in 
clear and unambiguous terms, has been furnished. (Appendix 111). 

5.42. The Committee expect that officers would &ard thek orders 
in clear and unambiguous terms. They hope that, with the hurw 
of instructions by the Ministry of Home Affairs, such cases will pgt 
recur. 

5 43. The Committee pointed out that the order was placed on 
an unregistered firm and enquired why the offers of other three 
firms were rejected. The witness stated 'hat the h had developed 
the capacity to manufacture vests thouqh it was an unregistered 
firm. The Defence Inspectorate who was concerned with the deve- 
lopment of capacity for these vests had helped the firm to develor, 
the manufacture. In reply to a question, the witness stated that a 
sample order was placed on one of the three Arms and the capacities 
of the other firms were ordered to be investigated- Refore the 
matter could be taken up  aqain, the tenders for the balance quantity 
had bcm issued and the tendcrs were opened in hbv, 1963 &, it 
was decided to pIace orders on the basis of the tenders that were 
being opened in May, 1963. On. being aaked about the total capact3 
of thc. 11 firms nn whom orders were placed for 3 9fl lakhq nun'bers 
as a recult of this tender evpin* (May, 19631, the mitness stated 
that it was found that the capkity of these 11 firms was IM( 
adequqtc. Even after placinq the order on these 11 firms, the 
departrnrnt had to d e ~ e n d  on the other firm. 

5 44. The Committee dcqired to .know the bads for the appre- 
hensirm of the I k p ~ r + r n p n t  that the suvp!ics would be inordinrttety 
de1ayc.d resulting in hrrrdsh:p to A r m ~ d  Force, if the otdet the 
tlnn had heen cancelled in resped of the quantity in default and 
mdws plnr~,? nn other firms at cheswr rates. the wlttuncs st&& 
that the purchss~ r r f i ~ ~ ~ r  hqd mnsider~d the capadty of the ncw 
flms a t  that tirno. It was felt that the Arms had to pmve thar 



capa&y by, their actual performance. The a c t u a l ~ p e r f o r m ~  d* 
flRW- WPP not known at that stam On being pointed'out 

thM the indontor wanted only protracted deliveries, the witness 
sta&id. &hot the indentor wanted deliverim spread over a period and 
the deliveries were phased every quarter. The bulk of the supplies 
was required by September, 1963. 

5.45. On being asked how the reduction of 6 per cent in price 
was arrived at, the witness stated that the reduction was obtained 
in October, 1963. There was no obligation on the part of the firm 
to reduce the price. The firm could have insisted on its full price. 
But after persuation, the firm had reduced the price by 6 per 
cent. In reply to a question, the witness stated that the firm was 
defaulting in the deliveries, but the position in regard to the supply 
would not have been improved. if the Acceptance of Tender had been 
camelled on this firm. 

5.46. On being asked whether any liquidated damages had been 
recovered from the firm on account of delayed supplies, the witnesr 
stated that the matter was still under consideration and i t  was 
expected that the matter would be finalised shortly. 

5.47. The Committee rogret to ndc that the fifm on wban an 
order £as: 1-69 lalths of vests was placed supplied oniy 0.42 1- 
vasts by the stipulated date. Although the Purchase 0- 
had on b n d  much cheaper offers on the date of d-t, the D i m  
torate -1, Sappties and Dispdsslls, granted an extendon of the 
delivery period to the defaulting firm with a nominal rsd~~t ioa of 
6 per cent in the price and this ultimately muUed in extra e x w -  
tare of Rs. 2-08 lakhs. 

5.46. The Committee feel that cheaper offers having been received 
&y Department in May, 1963, efforts s h d d  have been made to 
pammde the Lima in question to reduce their rates end in any c m d  
acc@me of a quantity of 1,#),088 vests after the or igh1  stipdat- 
ed date at a nominal reduction of 6 per cent in the contract pri* 
lacked juotificatioa, 

5.49. Thc Committee hope that the question of the recovery of 
liquidated damages from .the firm on account of delayed s~plpties, 
*Phidr is still stated to be under cmsideration, wiU be &dhd 
w i k t  M h e r  delay. 
P u r c k e  of Felt Brou~n-Pa ra 84. Pages 100-1 1 1 

5.50. On the basis of limited tender enquiries, the Director 
Cheml, Supplies and Disposals, New Delhi placed three acceptances 
of tender of a total value of Rs. 8.36 lakhs for the purchase of fen 
b m  48" X f " cin a Am at Agra, to meet certain demands of 
the Men*  Services, during April June, 1963. The firm, 



however, delayed delivery of stores for long periods as detailed below:- 
-- 

L)artcofBcdcr 
- 

Rate per Stipulated date of Dates on which acceptable stores 
metre f .o .r  supply tendered for inspection 

R-k= 

15th April, I 963 

I 0,650 

6th June, lgCjg 

37.44 June to November, 1963 Cpto 3ISt October, 
fin 5 equal monthly in.;- 1963 
t alments) 

Ilecwnber, 1@3 and 
Jauat?., 1964. 

November, I g6q e n ~ t  
February, I 965. 
Total 

35.00 2,500 metres from Octo- June, 1yQ. 
her, 1963 to hlarch, 
1%4 and mother 2 , p  .lpriI,1965. 
metres from April, 1 y(i4 
to September, lyf i j .  

'I'otal 5.003 1 
rExtensions of delivery period 

2 6  1 period upto 2'5th M M .  
I 1965 were given on Bve 

$ 1  I occdsions in Match, 196.1, 
J May, ry64, Scptembr, 

I ,624 7 1964, Noventber, I-, 
and February, 1965. mil. I balance quantity of 2* 

I metres was cancelled fn 
I July, t g 6  without 'aqi 

ity on the,.fim. 



a 
561. Owing to delay in the supply of stores, standby tend- 

enquiries were issued by the Director General on 31st March, 1W 
against the third contract and on 28th July, 1964 against the first 
contract; the lowest offers received in these cases on 1st May, 1964 
and 15th September, 1964 were a t  Rs. 32.12 per metre and Rs. 32.62 
per metre respectively. No action was, however, taken to cancel 
the quantities which were in default at the time of opening the 
tenders on 1st May, 1964, uL., 5,217 metres and 2,453 metres in 
the case of the first and second orders respectively. In respect of 
the third order, the quanlity in default at that time, which was 
supplied by the firm subsequently, was 6,715 metres, of which a 
quantity of 1,624 metres only delivered in March, 1965 was accepted 
at Rs. 32.12 per metre. 

5.52. Failure to avail of the cheaper rates available a t  the time 
of default, in this manner, has resulted in an extra expenditure of 
Rs. 46,800. 

5.53. The Committee desired to know whether the capacity of 
the firm to undertake the supplies was verified before entering into 
the contrac! s. The representative of the Directorate General of 
Supplies and Disposals informed the Committee that the capacity 
of the firm had already been verified. Even before thew orders 
were placed, the firm had executed a few orders in the past for the  
same stores. 

5.54. The main causes for the delay in supplying stores in  this 
particular case were on account of non-availability of dves due to 
shortage and the bulk rejection of stores that were produced by 
the firm perhaps due to the use of unsatisfactory dyes, 

5.55. Explaining further, the witness stated that in these c a w  
there were different specifications for stores and for packing. In 
the fin! Acceptance o f  Tender (A.T.), the specifications for &ores 
and packing were as per Defence specificationq. In the S?cr>nd 
and T h r d  A 'T's., the specifications for stores were as per Indian 
Standard wh :le for packing, these were as per Defence specifications. 

5.56. The first standby tender was issued against the third A.T. 
In this case, the delivery period was from Octaber to Dreember, 
1963 whkh was extended upto 30th April, 1964. On 1st May, 1964, 
.orders were p a w d  extending the delivery period upto 30th June, 
1964 because it was felt that department had not fully cnmplfd 
with the tender condifions of the %nn. Thp advantage of the standby 
tender that was received on 1st Mag. 1964 could not be taken 
because of the extension of the delivery date. The flm had ~uppliod 
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S,670 meters by 30th June, 1964 and had also offered the balance of 
1,883 meters for inspection. 

5.57. The Second standby tender was issued against the first AT., 
in which there was a little deviation, could have been used to a 
certain extent but it could not be done becausc of the expiry of 
the extended delivery date in September, 1961 and the Inspector's 
writing to the Arm on 10th October, 1964 that 3,600 meters which 
had been offered before the expiry of t h ~  delivery date had been 
rejected and the same couId be considered f r~ r  rrcccp'hance, if price 
reduction of 8 per cent was agreed to. This kept the contract alive 

' and had constituted a sort of a commitment on the  part of the 
purchaser to arc !pt the stores. Therefrrrch, tho Depar:rncnt had to 
extend the delivery period in the A.T. u ] ~ ' .  23tf1 ?: b--rlmber, 1961 
The flrm supplied 9080 meters by that date leaving a balance of 
little over 1500 meters. 

5.58. In the second case, the delivery period for the first 2560 
meters was frt~rnr October, 1963 to March, 1964 and for the next 3500 
meters, the delivcrv period was from April to September, 1964 Th2 
flrm had supplied h e  second 2500 meters in July, 1964 and the delay 
was only in respect of the first 2500 meters which should have been 
supplied by March, 1964. The risk purchase could only be made 
a f t ~ r  the expirv of the final date (September, 1964) because of the 
deviation in the stand by tender. On the 5th October, 196.1, the Tn- 
spector had allowed to the  firm (Inspector had a right to extend the 
delivery period upto 21 days which was called the grace period) a 
grace period of 21 days from the end of September, to 21st October, 
1964. The firm had offered 1000 meters bv 30th September, 1954 
and another 1415 meters inspection during t he  grace period. 
'I'hese stores were rejecte the 24th 0-tobier and 24th November, 
1964 snd the Arm was advised to retender after the defects were 
removed. This, in f a d ,  had kept the Acceptance of Tender alive. 

559. The Committee drew the attention of the ~ r v i t ~ e s s  tq the 
Table on page 110 of the Audit Report (Civil) 1967 and pointed out 
that 7700 meters were supplicd against the first two Amxptsnce a? 
Tender? after June, 1484 and enquired whether the f m  wa: ~ C W -  
aded to accept the lower rate in reqnrd to thi,: quan'ity. The wit- 
n*rs stated that the Arm was not persuadd to accept the I o w a  
rate because the suppIie WWP mnde within the extended delivery 
perlcd. Ask4 about the reason for a tender enquiry when the 
antract wan kept alive, the witness stated that a standby tender 
was invited because if tncre wag a default, thr Department muld 
m f ~ c  the standby tendm. if they w m ~  rh~sper. If thc Dm-rt- 
m ~ t  had to wait for the default of the c4wtractor. i t  m i  take 



months to call tenaeks a f d .  fill"ther after the exwry of fhle ~deil.;. 
v e q  period, the Inspector was nut supposed to inspect or correspodi 
with the Arm excq t  during the grace period. 

5.60. Asked why the specifications were not identical in the rick 
purchase tenders and whether the departmental instruetithis 'dld'not 
provide that the spek i f i e~ t io~  in the riik pofchp8ebenqui~ sliduId 
be identical with the original conbacts. the witn& stafM that in 
the cage of defence stores, the Sealed-pattern holding authority wals 
the h a 1  authority to indicate the speciflcatfans on the basis of which 
tenders were issued from time to time. In one of the'standby ten- 
ders, they had changed the specificatiorw. 

5.61. The Cnmdttee were informed that action was being taken 
against the officer who had issued the other standby tender and had 
inadvertently left out certain things from the Defence Spccffications. 
In reply to a question, the Director General. Supplies and Disposals 
stated that three oacers were conerned in this case. The explana- 
tions of the two officers were called for on 20th February, 1967. The 
explanation of the third ofRcer was called for in October. 1967 when 
the need for it became evident. 

5.62. In reply to a question the witness stated that the stores were 
inspected by the Defence Inspectors. The action of the Inspecto- 
rate in corresponding with the finn, informing them of the rejection 
of the stores and advising them to put up the stores after rectifica- 
tion had kept the contract alive. Wbeh once the contract was kept 
alive 'it could not be cancelled. 

5.63. Explaining further, the witness stated that the  contracts of 
the D.G.S. k D. were placed according t h h e  General Conditions 
of the contract in which there was a special clause in regard to de- 
lay. If there was delay in the supply of stores, th r  department R 
served the right either to cancel the contract at the risk and cost of 
t h ~  firm or to extend the delfvery date depending an the circum- 
stances of the case. The Seh.etarg, Department of Supply added. 
"But the main point is that as it was kept alive by the action of 
Defence Inspector, we had no ~pUon but to give extension *, the 
party. If he had not acted in that way, we could have certainly 
taken advantage of it and determined the Contract." 

5.81. On its being pofnM out t b t  the Defence Inspector might 
not have extended .the time, if he hdd. been informed of the 1- 
price rwelved in the standby tender enqulry, the Director G~W!~I& 
Suppliw' and Disposals asw bThcre is in fact a pctsdu~al @$ 
b m .  We do not namany do it ; . 



S#. p e  C*ttee n@b that fhe DepuhDat of Stlpl,ly 
tpkj.rs actjOll qg- .elm" ol8tlcers who (btd @mhmbDfjly O* 

qsta&% details frum the Wen- d p t i o n s  while calling for the 
m d b y  tendm. -me ComaritCee would like to be informed of tbe 
acttom t&en in this case as ajso the measures taken to avoid ruth 
hpaa in fvfun?. .. 

5.66. The Committee note that the Director General, Supplies and 
Disposals, could not take advantage of the lower rate because the 
Defence Inspector had kept the contract alive by his action. The 
Cammittee understand from Audit that this was an operational/ 
urgent indent and according to the provisions of para 228 of the - 
Director General, Supplies & Disposals' Manual, the inspe-tors art 
not pemnitted to allow the normal grace period of 21 days in such 
contracts. The Committee, therefore, fail to understand why the 
Defence Inspector kept the contract dive and how the Director 
General, Supplies and Disposals permitted the extension of the con- 
tract when i t  was an operational ,'urgent indent. The Committee 
would, thsdorq lflrc tho Department to investigate the mrtta  
further with a view to fix responsibility for these lapses. 

5.67, Ttre Committee desire that procedural lacuna in not roan- 
municating the rates m i v e d  in standby tenders to the IPsjwtaw 
should be rernoved s ~ ,  that caws of this type involving extra e-dl- 
turc in the pnrchase of stores do not recur. 

b68, The whereabouts of an unregistered A n n  'A' (a Small ScaL? 
Unit) which owed a sum at nearly Rs. 1 lakh on account of damages 
far thrs failure to deliver the goods a~fdnst  four conhcts for UMb 
apply pi timber af the value of Rs. 4.99 LeWII, @ a d  on than during 





-45 1 5  June. 1964 . . Nil 
/ 

. 

4. 26 Oct. Siesao 450 22 OC: O. 10  30 April. 
t964 plsnks 

. . Nil 

was cventuaHy made 
in Nov., 1965 fiom 
the Himachat Pra- 
cle4-1 Administrarion 
at Rs. 7.40 per eft., 
of a cheaper variety, 
 is. firm timber 6 t h  
the indentor's mn- 
currenee. The 
amount shown as 
rcmwerable repte- 

tents pncral dmages 
has& on the market 
rate tat the time ~f 
default. 

T h e  indwtor 
made aftern~tk-c 
arrrtnpments &it 
higher rates for a 
quantity of 660 &., 
the repurchase of 
the bnlunce quantity 
did not involve m y  
extra cmt. 

This was a -UP- 
c h s e  contract 
for a pan of the 
quantity of the con- 
tract dated 7 Febru- 
ary rgC;q mentioned 
at (31 above. 



549. The following further points were notiad:-- 
(i) According to the Departmental recorils (November, 1NM j, 

the firm had ''no capacity" for supplies. However, at the 
time of taking a purchase decision in respect of the con- 
tract dated 10 January, 1964, the finn's capacity was re- 
ported to be satisfactory by the  Defence Inspectorate, but 
the report of the Defence Inspectorate itself is not on re- 
cord. A competency certificate later furnished by the 
National Small 1nd;stries Corporation on 13 February, 
19$4 for exempting the firm from the deposit of securitv, 
showed that they had a capacity of 4,000 cft. per month 
only, whereas t h k  orders involving a total quantity af 
44,940 cft. had already been placed on the firm--one of 
them st i~ula t ing deliveries to be comrpleted at  the rate of 
lr.0008'6,01U) cft. per month 

(ii 1 

(iii) 

It was stated on 11 August, 1965 that it might not be pos- 
sible to rc~.cn*er hug(> extra expenditure o f  Rs. 84,000 
the risk purchase against the order of 10 January, 1964 
cancelled on 1 June. 1965, owing to the unsatisfactory 
financial position of the A r m .  The basis for this state- 
ment is not on record. 

It was observed by the Ministry of Finance on 6 Novem- 
ber, 1965 that i t  was "worthwhile to investigate how m 
many contracts came to be placed" on the firm. if their 
financial position was "so bad". No investigation has been 
made so far (January. 1967). 

5.70. Explaining the position In regard to four contracts that were 
placed on an unregistered Ann. the representative af the Director- 
ate General of Supplies and D~spo;sals stated that the firm was an 
unregistered firm when the order was placed Since the indent was 
a Defence requirement, the Department had asked far a capacity 
relurl and a satisfactory report was recclived from the Dcfence ln- 
spectorate. 

5.71. The witness added, "'I'here is no doubt that a copy af that 
report is not on that Ale. It was misplaced; it was on another file. 
We have got a corn of the capacity npart now." 



.of small scale industries. All these conditions were taken into ac- 
.count before th'e Rrst order for a quantity of about 2,000 cft. was 
,placed on the Arm which was within its capacity. 

5.73. The second order was against a definite demand. Even 
though the quotation of this firm was lowest, yet the firm was given 
only about 50 per cent of the quantity and the  other 50 per cent was 
given on a higher price. 

5.74. The quotation of this firm was the lowest in r.egard to t h e  
third orrlrr n l w  v~hich was for a quantity of about 2,000 eft. 

5.75. In reply to a qucst;on, the witness stated that thrw orders 
for  3 total quantity of about 50,000 cft. was placed on the  firm with- 
in 3 span of 45 days to be supplied over a p r i u d  of 8 months. which 
mc:ant supply ( l f  5.000 cft. per month,  tvhlch was beyond t l ~ e i r  capa- 
city. Thc capacity of thc firm *~vas 2 to 3 thusan: l  cft pct:- npc~nth. 
Ru t  the firm was In n det.ciop:nl: stage to be abit: to .u~)pf:; that 
quantity i,nd the Dvpartment would havc got the advantage of lower 
price. 'rhe tvitncm added, "The unfortunate part of ~t is that the 
three orders came to be placed t.sclusively on them within a short 
per~od. wvhich, perhaps should n , ~ t  have been di nt+ r l r r  :inrcglstered 
firm whose perfor~nance was nrrt iully cstablishd." Asked i f  placrng 
of ordcr for 40.fiM cft of Halciu h a r d  pianks was justlticd in view 
of the capacity of two to three thousand eft., a rcprcsentative of 
Ilirc-ctorate Genvrnl of Supplres arrd Dispasnls said "I agree that 
such  a b ~ g  order wight not to  have been placed." 

5.7'7. Thc Conmmit tee desired to be furnished with:- 

( i )  A copy of the report rrf the Defence Insiwtorate in regard 
to the capacity of the firm, and 

( i i )  n detailed note showing h t w  the  loss of Rs. 2.700 had been 
cnlculatcci against the cieEaul!ing firm and why Audit 
not infomcd of the correct position promptly. 

5.78. The notes received fmm the Department of Supply are at 
Appendix N. 

3300 (E) LS-5. 



5.79. The Department of Supply have stafed inter alia in the note 
h a t  "According to the Audit para, the following amount is to be re- 
mvered from M /s . . . . . . . . . . . . , De1hi:- 

1. STIM-2/.8233-M/1/765 dated 2-1-1964, Rs. 12,062.36 towards 
risk purchase loss. 

2. STIM-2, 28OS-P/I ,'7lO dated 10-1-1964, Rs. 84,000 townrds 
general damages. 

3. STIfi1-2,~28096-P/1/817 dated 16-10-1964, Rs. 2,700 townrds 
risk purchase loss." 

5.80. "As regards the first Acceptance of Tender, this was can- 
celled on 18th May, 1965 at the risk and expense of the firm and risk 
purchase Acceptance of Tender was issued on 4th Octobcr, 1965. 
A demand notice for Rs. 12,062.36, being the extra expenditure in- 
m e d  in the risk purchase, was  issued to the firm an 20th October, 
1965. But no recovery could he effected as the whereabiwts of the 
finn were not known and cfirrrts made to trace t h a n  xverc not suc- 
cessful. Howc\rer. in April, 1967. the indentor cancelled his dcmand. 
So the question of risk pumi~asc ~~~~~~~ery does not arise in  this case. 
At best only general damages could bc claimed from the  firm crn the 
basis of the difference between tirc contract ratc anti t h r  market rate 
ruling on the date of breach of contract. It has not betan possible 
to establish the market ratc on thc date of breach a$ there has hctn 
no response from trade and forest Department t u  our carlquiry. As 
such even general damages cannot be claimed from t h c b  firnl." 

5.81. "As regards the second Aeceptarlcc of Tender, risk purchase 
was arranged for an alternative acceptable species of Chir 1st class 
at a lower rate. The rate being lower, the question of recovery of 
risk purchase loss does not arise. At best only general damages an 
the basis of market rate ruling on the date of breach vi:, 31st May, 
1965 could be claimed. As already explained above, it has not been 
possible ta establish the market rate ruling on the date of breach. 
The amount calculafed by Audit r t i z .  Rs. M.000 is apparently based 
on tendcrs opened on 30th July, 1965. hut thrr dnlc of  tzrr~.lch in  this 
ease k i n g  31st May,  1965, the sum of Rs 84,M.H calculatrrl hy Au4t 
is apparently not correct." 

5.82 "Thc position regarding the 3rd Acceptance of Tcndrr is 
thet as stated by Audit. a sum of &. 2,700 is to bc rrmvercd from 
the firm, towards risk purchagc expenses." 

5.83. "From the p i t i o n  explained above. i t  will be that only 
a sum of Rs. 2700 is due for recovery from the Arm. The positlon 
rrgardfng the second Acceptam of Tender war Intimated to Audlt 
in the #munenb on the draft para. & regards the first Accephnca 



of Tender, since the Indentor cancelled his demand after the corn- 
ments on the draft para were furnished and the para had also becn 
included in the Audit Report and Audit had also seen the Ale on 1st 
June, 1967 after the Indentor had cancelled his demand, it was not 
considered necessary to send a separate fntimgtion." 

5.84. The Committee understand from Auciit that the files relat- 
ing to this case were reviewed by them in 1966. "Besides, there is 
no communication on record to indicate that Audit was informed 
of the cancellatian of the demand by the Indentor." Further, "in 
respect of the contract dated 2nd January, 1964, the breach occurred 
on 30th April, 1965 and the repurchase was made shortly thereafter 
after invitation of tenders. On this basis, the extra cost worked 
out to Rs. 12.062. Similarly, in  t h e  case of contract dated 10th Janu- 
ary, 1964, the breach occurred on 3lst ?.lay, 1965. On !he basis of 
the lo~vcst accept:~ble rates obtained In t d  ndcr-.; rphned r n  Wth July, 
1965, for stores of thr snmc specie, an amnunt of Rs. 84.0W xvas work- 
cd out as reci~verablc from the firm. As rtyurchase tenplcr< !n both 
these cases were invited shortly after  the dates of breach. t he  If~w.ll.est 
acceptable rates obtalncd in respect of both d ~ d  represent the r n x -  
kct prices at which stores of the same specificatmns could be pur- 
chaswi at the time o f  default. In the circumstances, the Crrmmibtpp 
feel that the figurcs of t h e  am),unt due from thc firm have bee, i'3 c :r- 
rectly mcnt i\mruI in ttw Auci~! Rcport. Crrncellatwn of the demnnd 
by the indcntor in 21pril. 1967 (*-ic..arly twc) years after thc  repur- 
chase) in thtb cnst8 of the contract dated 2nd January, 136.4 dws not 
alter these fig1trl.s which represent 'general damagw*." 

5.85. Tho Conrmittce regret to note that, as against the capacity aaf 
twa to three thousand cft. of tirnber per month, orders were placed 
on the Rnn for a b u t  45.000 cft. of timber to be supplied over a 
period of eight months. The Cornmitt= are unahlc to t~ndi*tstamd 
how orders were placed on this unrcgistcred firm nluch hcy,.and its 
capacity. 

5.86. The Cotnrnittee pointed out that the Ministry of Finance hall 
observed on 6th Novcnlber, 1965, that it was "Wnrthwhilt~ to inves- 
tigate how so m a n y  contracts came to be placed" on this firm and 
asked whcthcr any enquiry was conducted. The representative of 
Dircctoratc Gcncrrri . ,f Supphts and Disposals. ststcxl. "We havc 
asked for their cspl i?:ztion and tnken ren*dial mensurcs. W c  said 
under na circumstances, order of substantid nature should be plac- 
d on unrcgistcred firms. In futurc this would be avoidmi.*' The 
Director General, Supplies and Disposals informed the Committee 
that the otncer whose explanation was being called for wnr in C4 
cutta and in order to furnish the explnnatian he had asked far em- 
tain files which had kt be sent fmm New DelM 



5.87. The Committee desired to be furnished with a note show- 
ing as to when action was initiated against the officer found at  fault 
and why it had taken several months to finalise the proceedings. 

5.88. The note has since been furnished. The Department of Sup- 
ply have stated in the note that "Explanation of the officer concern- 
ed, who is an Assistant Director a t  Calcutta, was called for in rw- 
pect of the first three contracts on 4th March, 19f57.'* 

5.89. " . . . Reply from the concerned Director of Supplies was 
seccivcd on 19th Scptem~ber, 1967." It  could not be examined :IS the 
relevant purchase files were not rtllenscd. In his reply, the Director 
a h  statcd that in caw of Small Scal~  Industries Units, it was not 
neccssar! to call for  B;~nkcr's Report. A rcfertwx was made to Go- 
ordination Directorate on this point who have stated on 24th Nov- 
ember, 1967 that  prior to issue of Office Ortirr No  I I1 rlatctl 5th 
October, 1967, there rvas no set procedure or uniformity on tlw 
question of calling Banker's Report in case of Smnll Scale Industries 
Units. The explanation of thr Director is now being csamincd in 
the light of the clarification given by Coordlnatinn I3irectoratc." 

5.90. The Committee undc:-stand from Audit that in the ahscnc*~ 
of specific ordcrs h l c s  to the  c o n t r a r ~ ,  thrl pro\-isions of para 27(7) 
of the Manual of Omce Procedure for Supplies, Inspection and Dis- 
posals (which in tu rn  is based on the provisions of thc General Fin- 
ancial Rules), stood to  opcrntr in all cases. According to th:s  para, 
the financial status of the tendering individuals and firms must be 
taken into consideration in addition to all other relevant ftrctnrs, in 
selecting the tenders to be accepted. Besides, in this ctnst. ;i refer- 
ence to the  firm's Bankers \\-as madc on 2flnd No~.cmbc.r, f 963 en- 
quiring about the value of contracts which the fiml w5s;. citimble 
of executing, but in reply the Bank mcrclv statcd on 26th N o ~ c m -  
ber, 1963 that their dealings were "quitr ieir". without replying to 
thc? specific enquiry madrr by thc Director Gmcral. Supplics and 
Di;posals. 

5.91. The Cammittce regret to note that, although thc* Minhtry ot 
Finance had o k r v e d  on 6th Suvernber, lM5, that it "was worth- 
while to investigate how so many contracts came to be placed* on 
the firm if their financial position was ".so had," tho IDcpertmcnt 
called for the explanation of the officcm only in March, 1967. Tha 
Committee hope tbat the Department will take immdiste steps to 
Bnnrirre the case. 

5.92. The C a m i t t e e  fail to understand how a vague certiflcata 
hm the AnaS bankers, such as tbat their dualing~ am "quile fair,'" 
was 00duMersd as a rrrtidadory anddance of their emparity to execute 



camtracts d this magnitude when the bankers failed to answer r, 
apedfic query by the DGS&D in this gegard. They hope that Gov- 
e m a t  will review the question of taking adequate safeguards so 
that arders of a substantial nature are not placed on an unregistered 
firm wen though it may be in the small scale industry .sector. 

Extra e.xpenditure due to failure to  observe prescribed procedure- 
Para 86--Pages 1 12-1 13. 

5.93. Instructions were issued by the Director General, Supplies 
and Disposals in August, 1963, to the effect that all tender enquiries 
for stores of a repetitive nature (for which no rate/nmning contract 
is contemplated) should contain a clause reserving the right to place 
order on the successful tenderers for additional quantity upto 25 per 
cent of the quantity offered by them at the quoted ratm and speci- 
fying the time up to which orders for the additional quantity can be 
placed. 

5.94. On the basis of a limited tender enquiry, the Director Gene- 
ral placed in June, 1M5. 8 acceptances of tender for the purchase o b  

3.33 lakh barrack blankcts on various firms, at a total cost of Rs. 82.S 
lakhs. Both, the tender enquiry as well as the eight acceptances of 
tender merely reserved the right to order additional quantitim wi?h- 
out spcifying the period upto which the right could be exercised. 

5.95. Of the eight firms which were later (October and December, 
1965) called upon to supply an additional quantity of 88,000 blankets, 
only two firms completed the supplie  of a further quantity of 26.W 
blankets at the original rate (Rs. 24.90 per blanket). On the refusal 
of the firms in the other stx cases, the  balance 62.000 blankets had to 
be purchased at higher rates as shown below:- 
--. -. -_. - - ----------- .------- .-.-----.-_ -- --- _------ -- "- __ _- 

No.of AUitional Rate per Manner of p u ~ h n r e  of Rare at Extra 
onicra quaxi ty  hlrnket the 0dditiona1 quantity wh~rh cxywndi- 

of trlankcts in the cvcntudls rurc 
involvcri original purcha~cri 

ai'ccptarwc 
of tcn1ict 



5.96. Thus, the loss to Government as a result of the failure to 
follow the instructions of August, 1963 works out to Rs. 1'36 l a k b  
i n  five contracts alone. 

5.97. The representative of the Directorate General of Supplies and 
Disposals informed the Committee that the order for the supply of 
additional quantity upto 25% could be placed within the validity 
period. The validity period had expired on 17th July, 1965 and there 
was no lapse on that account. On being asked whether the clause 
regarding the supply of additional quantities upto 25';; and the time 
upto which order could be placed was included in the tender and the 
Acctvtance of Tender, the witness stated that the date was not spe- 
cified in the tender and the Acceptance of Tender, i l rd  added, "It 
should have been mentioned. Thus is only an omission.'Vf the time 
limit was specified, i t  would have been upto the validity period. In 
reply to a question, the witnms stated that the \validity pc%riod had 
expired by the time wilc~n the subsequent orders for the supply of 
additional quantitlcs of 2 5 C i  i v c x  ylxed.  Thcrcforc:, tlicrc \\*auld 
not have been any contract:ial liability, cvcn i f  :he omission was cur- 
rectcd in the original tender 

5.98. The Committee espcct that apart from retnoving the tcchni- 
cal omission to mention the tunr limit up to which ordcrc for an 
additional quantity could bc pl;lci~L the nrrangcnwnt~ in the aftice 
of the Directorate General of Supplies and 1)isposnl.r should he such 
that all additional rcquircments of $ tows  of n rcpttitivc* nnfurc* nrr  
dulv taken into account wcll in time before the expiry of r h t .  mrrrnt  
contract so a5 to avail of the provision to plncc ndditior~al O ~ ~ P M  

to t h e  extent of 25 per cent where hetrrficiaj to Government. The 
Committee would like Government to issue comprchet~sivc~ instmc- 
tians in the  matter and ensure that they arc complied with hy all 
concerned in order to safcpnrd fully Government's interests. 
Extra eqendi turc  due to delaps-Para 87, pages 113-1 15. 

5.99. In the three c a w  rnmtioned h'low, dclzry in trrkjng p u r r h s e  
d~cisi0n.s. etc. resulted in a total cxtra cxpmditurc nf nhr~ut %. 143 
lakhs: - 

- - 
Daw of 

o d c r  
Rr.  
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R* 2 5 6  ;WI .I-t. .i\ thi% rdtc u 1 \  ! I I C ~ C I  &PI- the 
I r cct1n:3tc Rk. 2.30 j w t  1%. i r  A rrfewvca 
iva\ rm.4~ t o  him i~~~ 2 l:ehr:ur#, IW-0 ftw c,v~$irrni*:g 
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I 2 W  w h ~ h  \vdc f\r*c"t.tkc,! h v  1hc ~ b r t i ( r q  G~:'er& 
h 1,1p!r ' - J r.i lX-pl\alz 0-1 23 r\!.mh. I* ; 974 l ~ t r r  
f tdljwc ' I T  up bv a rrkgrarn on zc M a d ,  
w t ~ - h  \vat rh-ervtd bv the Lhrmur  ~;eracrsl on 2 6  
?tl.vCh. 1 + * 1 f ~ ,  S.> p lr4raw k i rno" '  wd%, h,wrt.cr, 
t ~ k c  twf\*rc 23 AIwch, 1a6o upto which thac vffm 
cbC rh: I+lu.c*t and the w x t  h~gkwr I C Y L L ~ ~ O - I ~ ~  firmF 
wcrc \ & I 1  1. w ~ t h  [he rtsult char tirm ' C: ' and the 
rwc. 1 m . t  higher re lr ,k  wirhdnw th;tr l i , t l c .  Tb 
rdkrs tml,  thc.wt.wc. to  bc \cIe,xd a 1 r k  tifrh hr hu 
tinn ' D * 0.1 2% Zll~r. t *  at a htghCr N t C  I. Rt, 
2w prr m i 1  rwultmg rn a r m  expen&trrm, 
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(iii) Pilot heavy 15,517 On the advice of the Directcx General, Technicdl 
media separator plant D:vclopmrnt, a q i n ~ l e  tcntler enquiry was issued on ---- the firm i? ar June, 1965. i n  respnnsc to which the 
18 June, 1966 firm s*abmitted their tender on 29 Junc, 1965 ; this 

offer was valid for acmptuncu: for 30 dnvs. The 
firm's tcrlder \iw refcrrcd tr  the ~r~dentnr ( thc  Indian 
Bureau of Mi. es\ or1 27 July, 1965, for his mmarka 
which u r r t  cammuricatcd try him an  r &toher, I9tS 
after a IPSPC of nearly ruo  months ; in t h ~ s  communl- 
cat iw,  he desimi co*tirmnt~on m p i ~ d i ~  g w e  year's 
g~a ra - t ee  for the plnnt from thc firm. T h c  firm fur- 
nishc i thicru lfirmatiorl or 30 Octohcr, 1965 ,  stntlrlg 
t h ~ t  the rEccrric~1 ctlmpol rnrq w r c  not sovercd t q  the 
wrrrat ty a<  thcrr manufrcturcrs &J pot gc:crally 
glvc thc same ; this was c ~ ~ ~ ~ l n l u n l ~ a t e d  t o  1hc indel trT 
on 16 November, r y 6 5 .  On 21 December, 1965, 
after a ldpse of marc than one nicrt.th, the rndcr tur 
denired guaraT.tec of or c year to bc ohraind from the 
firm for the clcstrical conlpcrncirts u l \ i ~ .  but thc f~rm on 
28 Jnnuan,  1966, 0.1 ii rc1crcr:cc hcrng mndc to them 
on 21 January. 1966. rcitcrut~d rhc pcwr~rn und s t a t d  
that they were not 111 n pus~r~',z, t o  i)firr un) more 
guarmtec than what the! rc~u:l\c Iron1 rrrputcd 
rn i tulncr crcr\ Thc i ndc f~ to r ' '  ui L ~ C ~ ~ Y I ~ L C  wu 
rz . I . ,  ,f o I 2 r February, I yb6 whercupo:: an vdvarce 
o n i ~ r  wa-  placrd or) the firm or) 22  March, IW. In  
thc :I.J t m r .  rhc firm came u p ( >  hiarch, 1966, ur th  
.I ,I I i r>  f ~ > r  .*;I irlcrcasctn thc p r u a  111 respect of 
L ~ ~ J I  2 ~ t c r n b  u h ~ c h  Ialer had t r l  hc ec~cpted,  on the 
t"\!\ $ 1 1  \\ !uLh .I farm ulnler was placed or: thc lurn on 
1 5  ]U r, l w h .  

- - - "  --.----?-p- --.- - - - ------ 
5.100. The Conlrnitt~v desired to know why in the case brought 

out in Sub-para ( ; I .  the decision to conduct negotiations with the 
tenderer firms was taken after nearly 21 months of the apcning of 
tenders. The Ihrector General, Supplies and Disposals, stated that 
in this case, the Minister himself used to pass orders before approv- 
ing the negotiations. The initial delay ( ~ f  2.4 months was due ta the 
fact that the Ministry were reluctant to agree to ncgatiations unless 
full justification had been furnished for negotiations. At that tgmc, 
devaluation had not taken placc and it was n wry good case fur  nego- 
tiations. If the devaluation had not taken placc, the Department 
would have got a substantial reduction. Further, thc Dcportmcnt 
wanted to place orders with more than one fim. 111 reply to a q u a -  
tion, the witness stated that the Department had to negotiate wwith 
the finns which were considered likely to have the capacity bW8u.w 
the item was completely a new stare which hod not hwn developed 
and there was no proved capacity. In reply to another question, the 
witness stated that nc~rmally negotiations were not matted to s s w  
in exceptional cases where them were circumst;ancer; to justify 
negotiations. In the present case, when thc proposal were to 
Wini~trly, it was found that ell the lac$ had not been properly b m ~ .  



ght out. There wag a back reference to the Directorate General oB 
Supplies and Disposals which had resulted in the delay of 21 months. 
On being pointed out that there was a firm which had offered the 
lower quotations and the Department did not accept the offer, the  
witness stated that the tendered rates were from Rs. 88.95 to 3 s .  105 
per unit which were more than the indentor's estimate of Rs. 74 per 
unit. So, it was necessary to bring down the quotations and also to 
narrow the difference between the various prices quoted by the ten- 
derers. Thc witness added that the indentor's estimate was given 
by the Director General of Ordnance Factories, which was a p rduc -  
tion organisation capable of preparing the estimates of cost. 

5.101. On bcing pointed out that when the firms were called for 
negotiation it w3s apparent that the firms would not rcduce the price 
due to devaluation, the witness stated that the Dcparirnent had every 
reason to expect that the lowest tenderer would rcduce the  price be- 
cause two out of three tendercr~ had actually reduced the prices 
after  devaluation. "It would h a w  k n  imprudent to have taken 
advantage of the offer without negotiation." 

5.102. Explaining further. the witness stated that the tender had 
not attracted competitive quotations because the item was s new 
atore and the intention was to conduct ncgotiatlon with all the firms 
on one date. All the firms were called negotiations. E~nn -A" 
did not came for negotiation on that day, but had asked far an appor- 
tunity at a later date and they WCGC @yen a n  opportunity on 7th 
Ju ly ,  1966. There was no apprehension tha: the oficer who was in- 
charge of this case wanted to show favour to flml 'B' instead of A r m  
A .  The Director General, Suppl ia  and Disposals added. "In fact, 
I conducted the negotiations. I was presiding." 

5.103. Asked whether the finn '.4' was bound to accept the nrder, 
if it was placed on it after negotiations with other two firms were 
over. The witncss stnted that the firm would have k n  bound to 
accept the order placed within the validity period, if  the finn had 
not withdrawn the afPer. Every firm had a right to withdraw an offer 
any time bnfarc the validity cxpircd. The department could not anti- 
cipate that thc firm would withdraw the offer. The date that w a s  
Axed for negotiation in July, 1966 was within the validity period. It 

I was actually found that the price of imported components had gone 
up. The Finn 'Ahthick had comc for negotiation an 7th Jutp, 1966 
had reduced their oRers for two or three items. In reply to a quea- 
tian, the witness stnted that the firm had withdrawn the o f k  bt+ 
cause of their inability to maintain the quoted price after devdua- 
tkn. On being pointed out that the Indentor's estimate was b a d  



on predevaluation price and the department could have taken ad- 
vantage of the position, the witness stated that the imported compon- 
ent was a very small item and there was no reason to suppose that 
its cost was so prohibitive that the firm would not reduce the price. 
The imported component was a piece of laminated sheet that was 
used in the sen1 of the box. The Directorate was not really aware 
before the negotiations took place that the box contained compo- 
nents thnt would have to be imported after the orders had been 
placed. 

5.104. In regard to the case brought out in Sub-para (i i ) ,  the 
Director General. Supplies and Disposals stated that there was delay 
and suital:le departmental action had been taken against the of'ficcrs 
who tvere responsible f u r  the delay. 

5.107. The Committee regret to sbwmc the innrdlnnte delay of 
nearlv three months in processing nn rwgcnt tender referr4 to im 
subpara of para 5.99 of this Report. The Committee consider that 
if n~gatlaticms with the firm have bccn hcld and flnalfsed wfthrrrrt 
dday. Covcrnrnent would have h.Pc.n able to purchr-~t! a t a m  nt the 
lowet price ofletcd and avoided extra expenditure crf Rs. 1 .I!? lrkhs. 
Cavement  should impress on d l  rmcerncd the nyd for ftnatisfng 
tenders enrpaditiotl1~1.y in order to secure maximum benefit to Goo- 

r crc~unent. . 



Purchase of steel Post Box cabinets-Para 88, pages 113-116. 

5.108. In April, 1965, the Director General, Supplies and Disposals 
issued an  advertised tender enquiry for the purchase of 688 Steel Box 
Cabinets indented for in February, 3965 by the Indian Posts and Tele- 
graphs Department. Eleven tcrldcrs with offers ranging from Rs. 300 
to Rs. 1,500 per cabinet (as against Hs. 820 estimated by the inden- 
tor) wcru roccivcd and opened in June ,  1965, one of which from 
firm 'A' (a  small scale unlt) 3t  Rs. 825 pcr cabinet was considered 
as the lowest acccptable.. The National Small Industries Corpora- 
t ~ o n ,  on a reference being made to the111 ~n Jane, 1'365, furnished a 
competency cvrtificate in favour of this firm, stz~ting that the regular 
production cn;x~city of thc firm for th:s item was 100 nunlkrs per 
month. . 

5.111, The Secretary, Dcpattment of Supply explaining the caw 
ststcd that it was usual for t h ~  purchasc organisation to call far a 
capacity report from their own Inspectarate cvca when there was a 



capacity report available from the National Small Industries Cowor- 
tion. The Competency Certificate from the National Small Industries 
Corporation was accepted as a matter of convenience. If there was 
any doubt the officer could call for a capacity report, since the Direc- 
torate General of Supplies and L)isposals were responsible far the 
execution of the contract and timely supplies, they had to make 
sure whether the firm had the capacity to deliver the goods or not. 
The witness stated that so far  as this particular caw was concerned, 
the Department would not accept that there was any loss to the 
Government because the firm whose quotation was Ks. 825 for steel 
post box were asked for certain clarifications. At the same time, the 
National Small Industries Coi-paration was asked to furn~sh a compe- 
tency certificate. In the Competency certificate that was received on 
the 16th July, 1965, they had stated that the firm could supply at the 
rate of 100 boxes per month. They had also ind~cated that the  firm 
had with them orders for 45 tool bos cabinets and two dining tables 
The witness stated that these urdcrs Lvere not placed by the  Direct* 
rate General, Supplles and D~sposals. So, the officer had felt that it 
would be better to call for a capacity report from his own Inspeclorate 
after visiting the factory. The Inspectorate had stattd ln their report 
that the firm was capable of delivering two boxes per month and the 
firm was also not equipped to manufacture this particular store. 

5.112. In reply to a question, the witness stated that the certificate 
of the National Small Industries Corporatmn that the firm had a capa- 
city of 100 boxes per month was not correct. The Inspectorate who 
were asked again to go into thls question had reported that what they 
had stated earlier was quite correct. A joint inspection was also con- 
ducted with the help of the Dirc~torate General of Technical Dcve- 
lopment, The report of the joint inspection had also stated that  the 
firm was not fit for placing an order of this type. 

5.113. On being asked whether the matter was referred to the 
Corporation for taking actmn against the  officials of National Small 
Industries Corporation who had ~ssucd an incorrect certificate, the 
witness stated that copies of all the reports had been sent to the No- 
tional Small Industries Corporation but they had not @vcn any 
explanation. 

5.114. In reply to a question, the witness stated that in order to 
have foreign exchange, the Directorate General, Posts and Telegraphs 
had sent reversed specifications and an order had been placed at  
Rs, 811 per box. There was no question 02 risk purchase bwnusc of 
the change in the specifications, In the revised qmiflcatlom a t 4  
donors were provided instead of brass doors. 



k115. From the facts placed before them, the Committee ohserve 
that the National Small Inanstxies Corporation issued a competency 
certificate in favour of the tfrm without regard to their actual pro- 
duction capacity. When a subsequent reference was received frnm 
the Directorate General, Supplies and Disposals, on 3rd &ptember, 
1965, the National Small Industries Corporation should have gone 
into the question of the actual production capacity of the firm 
ilzvtead of merely confirming their earlier report that the firm had 
the necessary capacity to undertake the order. AF, the joint insper- 
tion conducted with thr help of the Dirvctorate Gl~nerat of Technical 
Dcvelapnlcnt has estahlishcbd the fact that the firm d o ~ s  not have 
the capacity to execute the order, thc Comrnitte~ srrqgest thnt the 
Department should take up with the Ministry of Industrial k v e -  
Iapmcnt and Cornpimy Affairs tht* quc\ticm of the issur of an 
inrorxc-ct competency ccrtiftratc in f a v c ~ r  of the fin11 by thp National 
SmdI Industries Corporation. so that suitrrhle rncaliurw are taken 
to avoid such cases in future. 

5.1 16. In  >lay. 1963, the Director General, Supplics and DisposaLs 
pl;~rtvl n n  ordt*r on a firm for the  purchasr of 1.77 lakh Kgs. of leather 
at Rs. 5.62 per Kg. invnlving a tot31 cost of Rs. 9.95 lakhs. 

5.1 17 Of thc contrclctcd quanti ty,  1.31. Iakh Kgs. were cancelled 
in Apr11 an(] Ju!w, 1964 ~s.ftho:it financlnl repercn.is:or?s in view nf the 
reduction in tho  dcrnand of t ? ~ c  ~ n d c : ~ ' ; l r .  Of tlme b a l m c e  0.46 l a b  
Kgs, thc firm could dc1ivi:r only 1 .2 !  Kqs.  by thc stipulntcd date, 
v;: . .%ptember. 1964 and fai!rd to supply the  bainncc. ?\To action was 
takt.11 at  this stngl- to canwl thr contract d c s p : ~  tlac ~ndmtn r ' s  de- 
n?;lrlif to rspcd~tca thc supplies, until 6 Fci,ruary. 1965 \vI;tm t!lc firm 
approaclmi tho Director Gwcral .rrlth a rtqutks: to  estcnd t h e  deli- 
very pr iod  by six nmnths .At this stage. the l l i n ~ s t y  of 1 ~ ~ s .  ex- 
pressed the vicw (April, 19651 that as no action had twen taken after 
t h  expiry of the stipulated dclivcq- pcrrod on 30 Septenrber, 1964, 
it was ntlccssary t o  allow an extension of fot~r  months to t he  A n n .  
T ~ P  clclivcry period for thc balance quantity was then extended in 
August, 1965 upto 9 October. 1965. 

5.118. Th,. firm could supply only a quantity of 3,294 Kgs. even 
during the cxtcndcd period. The outstanding quantity of 0.41 lakb 
Kgs. was canc~llcd in Xovcrnhr.  1965 nt thc risk and expense of the 
Arm,  but latcr (September, 1966) this cancellation wns also treated 
as withnut financial reprrussions. Owing to the delay, the indentor, 
in the meantime, made alternative arrangements for a quantity Oi 
31,400 Kp. during May-August. 1965 at Rs. 8-50 per Kg. involving 
In extm expenditure of Rs, 0.90 lakh. 



5.119. Government have stated (January, 1967) that the questfon 
of claiming general damages from the firm was examined, but that  
no index of the market prices prevailing on or  about 9 October, 1965 
was available. Further, that the question of recovering from the Arm 
the extra expenditure incurred by the indentor in making alternative 
arrangements did not arise, as proper risk purchase procedure had 
not been followed. The extra expenditure has thus mainly resulted 
from the failure of the Directar General, Supplies and Disposals to 
take proper acton after the expiry of the orginal delivery period sti- 
pulated in the contract. 

5.120. 7'i.e .c~~?resentative of the Dircctornte General of Supplies 
and D L ~ p x s l s  st-lted that an order for a t o t ~ l  quantity of 1,77,000 Kgs. 
of leathc, !:-,IS !)laced i n  Ma>-, 1963, n7:th the stipulation t l i n t  the deli- 
very s - ,l:d '.I< c..lrxpleted by Scptcrnl~cl., 196-1. On the 3Oth March. 
1964. t.., . t i  - I ur had asked the Diwc*torate General of Sup:)lles and 
Dispos;ds to c (,:the the demand b. 20.0!)0 K:!s. without any financial 
repercusi;lor?s ;lgain on the 13th May, 196-1. t h e  indcntor had asked . 
the Drcctorr;l e General of Supplies and Dispos*;ls to rt>rlu:t. the de- 
mand which gave the impression that  the indtant ,r. d!d 11ot require 
thc stores and wanted t h ~  Directorate Gcncral. Supp l im and Dispo- 
sa!s ti) cancel the contract as early as pos~iblc wittrout nn>. financ!:tI 
repercussion. So, by 18;h >lay, 196.2. a furt he,- ~ I I E  ! ! \ I  1 1  \' of  1 . l O , M O  
Kg3. w a s  cancelled leaving a balance of about 46.000 Kqs After the  
deli\-ery period had explred the indcntor had asked the D~rwtora te  
General of Supplies and Dispo-als :n Decemb~r  t o  cxptditc :hc sup- 
plies. The ad\r ict~ of thc bllnistr?. o f  L n w  which n-ns snnght 2 t  t h e  
time when the Department wanted to concel the contract statrd that 
"We could not do it, we have got to extend." Tn the meantime, the 
firm had also asked for extensinn. As the indentor had also arrreed 
to the extension be.-ng granted on thc advice of the  mini.^;?^' r'f Law, 
a further extension was granted to the firm. 

5.121. Asked why the  cancellation of the contract thrit w a s  done 
in November. 196,i. w:is trcr1tc.d as withc>ut financial rt?pc~rcuscions, the  
witness statcd that in Navembcr. 1965, the ordcr war; cancrlled with- 
out financial repercussions hccause in the case of risk purchase, the 
tender must br inivitcd strictlv under. the snmp terms and conditions 
and an  opportunity to enforce risk purchnsc must be given to thc firm 
which was the defaulter. Sincc the order was on an  agreed price it 
could not be enforced. The ordcr had to be cancelled without rjsk 
and cost. The general damages also could not be claimed because the 
price on the date of breach was not available which was a pre-requi- 
site condition for claiming genera] damages. 



5.122. In reply to a question, the witness stated that there wer@ 
conflicting instructions from the indentor. So, a letter was sent on 
6th July, 1964 to the indentor asking for clarification. The indentor 
had replied in December, 1964 asking the Directorate General of Sup- 
plies and Disposals to expedite the supplies. In reply to another ques- 
tion, the witness stated that this loss had to be incurred because the 
indentor was not firm about the supplies. 

5.123. The examination of the case shows that the inclenlw bad 
radically reduced the requirement from 1.77 lakh Kgms. in May, 
1963, to only 6.46 lakh Kgms. in June, 1964, and that proper action 
was not taken by the Directorate General sf Supplies anti Dispusals 
to safeguard Government's interest as soon as the original dtllvcry 
period stipulated in the contract had expired. Another reason for 
not being able to claim general damages was the lack of information 
about the ruling market price a t  the time of the expiry ot the 
specified delivery period. The Committee consider that indenting 
organisations should take every c'ue to ensure thnt indcntc; are  
plnced on the Yurchase Organisation on a realistic basis to obviate 
variations later. The Directorate General of Supplies anti Disposats, 
on the other hand. should ensure that supplics arc arranrcrl in time 
and that, in thc evcnt of failure of the contractor to supply thc goods 
by  the prescribed date, appropriate action is taken to snfeqr~ard 
Govcrninent's right to enforcr risk purchase on the defaultin? con- 
tractor in caw of repurchase of the goods at a higher price from 
another supplier. 

5.124. The Manual of Office Procedure for Supplies, Inspection 
and Dispoxtls provides that  on a contracting fir~n's failure to deliver 
the good:; answering the sp~cifications given in the contract, brrach 
is absolute and thnt the contract should not be kept open by entering 
into correspondence with the contractor aftcr the breach has occurred 
as Governmcv~t would l n s e  thc right to rccovcr t h e  extra expenditure 
incurred in re-purchase o f  store consequtwt upon subscqi~ent can- 
cellation of the contract. In respect of an order for the purchase of 
"tin dubbin protcctivc" valued at Rs. 47,800. placed by thc Director 
of Supplies aud Disposals. Calcutta in July.  1962. failure tn abswve 
these provisons and the delay in the cancellation of the contract re- 
sulted in an extra expenditm-e of Rs. 34,000. 

5.125 The order provided for delivery of stores to be completed 
by November, 1963. On the firm's failure to adhere to this, a suo 
 to extension of 45 days was ,granted by the Directorate in Deeem- 



ber, 1963. This was followed by correspondence with the firm lead- 
ing to the cancellation of the order only in May, 1965, and re-pur- 
chase of the quantity from another firm at  a cost of Rs. 71,580 invol- 
ving an extra expenditure of Rs. 24,000. The extra expenditure could 
not  be recovered as the re-purchase had not been made within the 
prescribed period of six months from the date of default. 

5.126. The question of claiming "general damages" from the de- 
faulting firm is stated to be under the Government's consideration 
(October, 1966). 

5.127. In a note (Appendix VT) furnished ;it t he  iustancc of the 
Committee, the Depxtmcnt of Supply havc stated as follows:- * 

5.128. b'In this case, extension for 45 days in the form of a notice 
was given on 21-12-1963 as it was considered prudent to  give further 
opportunity to the firm to complete supplies by granting extension 
as otherwise cancellation of the contract and repurchnst. of the 
stores by inviting fresh tenders would have naturally rcsulted in 
considerable delay in getting thc supplies. hlr)reovcr, at this stage, 
there was no reason to conclude that the firm were incapable of pro- 
ducing the stores as in their letter dated 3-12-1963 they had not only 
advised that they were preparing fresh dics; the dies already pre- 
pared according to the  specified drawings having h~xen found to be 
not in order, but also assured that unce the dics were accurately 
made, they would be in a position to supply at least 20,000 Nos. of 
tins per day. Yet another important consideration that \vcighcd with 
the Department not :o cancel the contract was the limited source of 
supply as in the  tenders opened on 30-5-1963, as a result of which the 
order was placed on &I F . .  . . . . . out o f  the four landers reccivcd, 
only one was considered to be upto spccificatio~~ requirements the 
others being either nut t ( ~  specifications or having sought deviations 
in the specificatlons." 

5.129. "This b a s  an emergency indent and immediatrly it bccame 
clear after the first notice period that supplies werc not likely to 
materialise, action was taken to seek legal advice and arrange for 
purchase a t  the risk and cost o f  the farm." 

5.130. "Disciplinary aspect of the case is being investigated by 
the Department." 

5.131. "As the market rate on the date of breach of the contract 
could not be ascertained for the purpose of claiminq general dama- 
ges since the store in question is not a common user item, the Direc- 
tor of Supplies and Disposals, Calcutta has submitted a proposal for 
write off sanction. This is under consideration." 



5.132. The C~rrunittee wderatand from Audit that the Puncham 
Organisation entered into prolonged correspondence with the flnm 
.after the expiry of the delivery period, viz 30th November, 1W, pres- 
cribed in the contract, although the indent from the Defence Depart- 
ment dated 12th March, 1963, was stated to be an "emergency indent". 
On the 21st December, 1963, the firm were served with a notice t b t ,  
if supply was not completed within a period of 45 days, acceptance 
of the tender would be cancelled at their risk and cost. On 12th 
February, 1964, the firm were requested to intimate the "exact posi- 
tion of supply." On 7th March, l C W ,  the firm were requested to 
submit "revised advance samples free from all defects" as indicated 
by the Inspecting Authority and to furnish their reply within a 
week. On 1st September, 1964, the firm were, for the second time, 
served with a notice that if supply was not completed within 21 
days, acceptance of the tender would be cancelled at their risk and 
expense. On 24th September, 1964, legal advice was obtained on the 
case to the effect that there appeared to be "no scope to embark on 
risk purchase" owing to the prescribed period of six months from 
the date of default (30th November, 63) having already expired, but 
suggesting thn t Department could claim "general damages". On 
30th April, 1965, advance acceptance of tender was placed on another 
Arm for the repurchase of stores. On 19th May, 1965 the contract 
was cancelled at the risk and expense of the refaulting firm. 

5.133. The Committee are unable to appreciate why the Directnr~te 
General of Supplies & Disposals entered into protracted correspond- 
ence with the Ann after it had failed to supply the storm in time, 
considering that it is contrary to instructions in the Office Manual 
that no correspondence should be entered into wben the coatr~cter 
fails to supply the goods in time. Government should reitcntte 
these instructions so as to avoid recurrence of such cases. 

5.134. The Committee would like to be informed of the results 
of the disciplinary aspect of the case which is stated to be and* 
investigation by the Department of Supply. 
LOSS dltw to delmy in payment of fteight dues-Para 95, Page 120. 

5.135. In respect of two consignments carrying 54 and 72 packages 
of scrappers and tractors imported in December, 18184, the delay in 
the payment of freight dues to the steamer agents resulted in a loss 
of Rs. 40.200. 

5.136. The ship carrying the consignments arrived at Madras Port 
o n  18th December, 1064. The two freight bills amounting to Rs. 74,260 
preferred by the steamer agents on the Director, Supplies cand 
posals, Madras on 25th November, 1964, were forwarded by the latter 
.3300(E) LS-6. 



on 28th November, 1964 to the Pay and Accounts OfRcer, Madras, who 
declined payment for want of a provision in the acceptance of tender. 
The ship started incurring demurrage with effect from 24th Decem- 
ber, 1964. The clearing agents were subsequently asked by the Direc- 
tor, Supplies and Disposals, Madras on 2nd February, 1965 (about l a  
months after the arrival of the ship) to make payment of the dues 
to the steamer agents, which they did on 6th February, 1965. The 
consignments were actually cleared on 7th February, 1965 and 
demurrage charges amounting to Rs. 45,000 had to be paid to the 
steamer agents through the clearing agents. Of this, liability lor 
Rs. 40,200 was borne by the Government and the claim of the clear- 
ing agents for the rest of Rs. 4,800 was disallowed. 

5.137. The Secretary Department of Supply explaining the se- 
quence of events stated that "I would personally say that in this par- 
ticular case, undoubtedly, there was a delay with the result that 
this demurrage had to be paid to the shipping agents." The ship- 
ping agents had presented the freight bills to the Director of Supp- 
lies and Disposals, Madras on the 25th November, 1964. These bills 
were immediately passed on to the Assistant Pay  and Accounts 
Officer, Madras for payment. While returning these bills the Assis- 
tant Pay and Accounts Officer stated that unless a copy of the Accep- 
tance of Tender was received by him, he would not be in a position 
to make the payment because according to the correct procedure, 
since the shipper was the I. S. M. Washington, the payment had to 
be made by the Pay and Accounts Omcer, Bombay. On receipt of 
his letter dated 2nd December. 1964, the Director of Supplies and 
Disposals referred the matter on 4th December, 1964 to the Directo- 
rate General of Supplies and Disposals. The Director of Supplies 
and Disposals did not refer to this particular case but had raised 
the general question and had stated that the Assistant Pay and 
Accounts Officer had been experiencing difficulties in the matter of 
payment of freight charges because he was not in a position to raise 
debits against the consignees. He had attached with his letter a list 
of about six or seven consignments including these two. In the re- 
marks column, he did mention, that the ship was due to arrive fn 
Madras on the 5th of Ikeember, 1964, The letter of the Director of 
Supplies and Disposals, Madras was examined in the omce of the  
Directorate General of Supplies and Disposals with a view to re- 
moving the lacuna if any in the procedure and to issue an amend- 
ment to the Af T. 

5.138. On the 11th December, 1964, the As8ista0nt Pay and Account. 
OBcer was asked by the Director of Supplies and Disposals, Madras 
to make the payment. The Assistant Pay and Accounts oPRcer while 



returning the bill on the 15th December, 1961: stated that he was not 
in a position to make the payment in the absence of A. T. On the 
19th December, 1964, the Assistant Pay and Accounts Ofacer was 
informed that the ship had already arrived on the 18th December, 
1964 and should make payment to avoid demurrage charges. The 
Assistant Pay and Accounts Officer stated that he had to refer the 
matter to the Pay and Accounts Officer, New Delhi and on receipt 
of the instructions, he would make the payment. The Assistant, Pay 
and Accounts Officer was reminded on the 23rd and 31st December, 
1964 to make the payment. Then, the Assistant Pay and Accounts 
Officer stated that he had received irlstructions from the Pay and 
Accounts Off~cer not to make payment unless a copy of the A.T. 
was produced. The Secretary, Department of Supply added that in 
many cases in the past. the Assistant Pay and Accounts Officer had 
actually made the pavment. But towards the end of November, a case 
had come to the notice of the Yay and Accounts OtTicer, New Delhi 
in which a double payment had been made and it became very d i a -  
cult to recover that money from the clearing agents. Therefore, speci- 
fic instructjons were issued by the Pay and Accounts Officer. Xcw 
Delhi to the Assistant P a y  and Accounts Officer, Madras not to make 
payment in the absence o f  t h e  formal AT. 

5.139. Explaining further, the witness stated that the Director of 
Supplies and Disposals had made frantic efforts to get the payment of 
the bill made because he knew that the ship had already arrived and 
heavy demurrage was &ing incurred. The witness stated that there 
was a sei iou; lap:w in the Office of the Directorate General also. The 
officer on Special Duty in the  Office of the Directorate General of 
Supplies and Disposals should have reported the matter to  the Direc- 
tor General of Supplies and Disposals and a meeting with the Chief 
Pay and Accounts CMiccr should hnvta been arranged to see that im- 
mtdiatc instructions were issued to the Pay and Accounts Officer to 
make payment. Instend the Clfficcr on Special Duty had sent a letter 
on thc 5th January. 1965 to the Pay  and Accounts afficer asking him 
to instruct the Assistant Pay and Accounts M c e r  to make payment. 
He had also stated thst the instructions would be issued to the Dur- 
chase Directorate to issue thr  amendment. These instructions were 
issued an 6th January, 1965. Hc added that, ''unfortunately, the 
actual amendment letter and the authenticated copy of the A/T was 
sent out on the 2lst-unfortunately another lapse cxcurred-that ins- 
tead of sending the letter and the A T to the Director, Supplies 
and Dispawls, Madras and to the Assistant Pay & Accounts Officer, 
Madras, it was sent to the Ply Accounts Wficer, Calcutta and he was 
asked to forward these documents to the Assistant Pay Account 
OfRcer, Madras. Now, the rcnsc.. far that was that in terms of the 



contract in respect of rvpee portion of the contract, the payma? had 
to be made by the Pay & Accounts OlflBcer, Calcutta." This ql@iSl;alge 
was committed inspite of the instructions that the documents &ow 
be sent to Madras. These documents were kept in Calcutta for one 
or two months. The witness stated that the matter was settled and 
the cargo was ultimately cleared on the 7th February, 1965. 

5.140. In reply to a question, the witness stated that, "Actually 
there is an agreement with the clearing agents and under clause 8 (f)  
(viii) of that agreement the Director of Supplies could ask the clear- 
ing agents to make payment and subsequently get the reimburse- 
ment from the Pay & Accounts Officer. That was the convention in 
the past. 

5.141. In this particular case an attempt was made by the Director 
of Supplies and Disposals and the clearing agents were asked to make 
the payment and clear the consignment. As heavy amount was in- 
volved, the clearing agents were prepared to do so only if an assu- 
rance in regard to the reimbursement of the amount was given. 

5.142. In reply to another question the witness stated that since 
the India Supply Mission was the shipper, the payment had to made 
by the Assistant Pay and Accounts Officer, Bombay. If the bill had 
been sent to Bombay, the payment would have been made. The wit- 
ness stated "The instructions were quite clear but, unfortunately, 
those instructions were not followed and all those things got compli- 
cated by sendig the papers to Calcutta." Action was being taken 
against the officers who were responsible for the lapse. 

5.143. The Committee are unhappy to note that Government had 
to incur a loss of Rs. 40,200 in this ease on account of demurrage 
charges due to lapses and delays in the Office of the Director Genrrd, 
Supplies and Disposals. Since consignments by ohips are received 
freqeuntly by the Directorate General, Suppbs and Disposals, the 
Committee suggest that various lapses that occurred in this case 
may be amlysed carefully to remove any lacuna in tho procedure. 
Tbe instructions issued in this connecti~n may be broupht to the 
notice of all the oftleers so that such cases do not recure. 

5,144. The Committee may also be informed of the action taken 
ngaiast the officers found responsible for these lapses. 

Putchnse ~j trailer pumps-Para %Pages 1 2 1-122. 

5.145. To comply with an indent from the Andhra Pradesh Gov- 
ernment received in November, 1964, the Directorate General. Sup 
plles and Disposals, issued a tender enquiry in December. 1964 for 



the putchase of eight "trailer pumps for the fire brigade use 1800 
LPM". The tenders were opened on 10 February, 1965 and were valid 
for acceptance up to 10 March, 1965. The quotations from two of 
the Anns which later agreed to extend the period of validity of the 
offers up to 10 May, 1965, were as follows:- 

Firm Price per unit Ilelivcry period 0ffr:red 

'‘4' Rx. 20,000 exwork Within 12/14 month subject to prompt availability 
Bombay. of petrol eng i~es .  Later, on 21 April, I*:, the firm 
20,700 f.0.r. gaaranteed delivery of pumps during Jannary, 

destinat~on and February, 1966. if order was placed on rhem 
by ro May, 1965. 

'El' Ks. 22,900 f . 0 . ~ .  Within 14'1 8 weeks from date of receipt of a firm orkr 
Delhi. from the Dirctor General and of the reqxctive engitle 

(Rq.23.7~8 f.o.r. assemblies from the manufacturers. On 22 April, 
ciestination). 1965, the firm stated that a few e ~ g i n e  aczembIien 

were under despatch by the man~facturcrs and that, 
therefore, i t  would he powble f+)r them to makt 
supplies within U1ro weeks. 

5.146. In view of the earlier delivery offered by firm 'B, the 
cheaper offer of firmi 'A' was ignored and, on 10 May, 1965, an order 
for the purchase of eight pumps was placed on the former a t  
Ks. 22,900 with date of delivery as 24 July, 1965 stipulating that, in 
the event their not adhering to this date, they would be liable to 
pay Rs. 3,058 per unit to Government being the difference between 
the contract rate and the rate of firm 'A'. S o  specific guarantee as 
regards the date of delivery nar any prior acceptance of the clause 
regarding the recovery of the price differential in the event of the 
firm's failure to adhere to it was obtained from the firm 'before p l x -  
ing the order, a l thwgh the offers remained pending for three 
months. 

5.147. On receipt o f  the  order, the firm ~rotested (14 May, 1965) 
against the inclusion of the price preference clause stating that they 
had not guaranteed the period of delivery. The eight pumps due to 
be delivered under the contract were tendered by the firnn on 22 
July, 1965 for inspection but they were defective and, therefore, they 
were re-tendered on 25 November, 1965 a3er rec:ification of defects. 
However, they could not be despatched until 1 January, 1966 owing 
to the delay in the issue of despatch instructions by the Director 
General. To cover the delay, a formal extension of time was given 
to the firm in May, 1866 nnd the provision regarding the recovery of 
the price difference was also deleted. 

5.148. Since the drm 'A' had guaranteed to deliver the pwhps in 
Januarg and February, 1966, the extra expenditure of abaut 



Rs. 25,000 incurred in consideration of earlier delivery did not serve 
the intend& purpose. 

5.149. The delivery of stores had been desired by the indentor by 
28 February. 1965 on an urgent basis. No specific concurrence was 
subsequently obtained from him as regards the date of delivery to 
be stipulated in the order and the extra price proposed to be paid 
on that account. although the order itself was placed in May, 1965, 
2 months after the date by which supplies were required. 

5.150. The Director General, Supplies and Disposals stated that 
the tender invitation had contained the price preference clause. 
This clause was legally enforceable and there was no lapse on this 
account. The firm also did not contest the price preference clause. 
Asked whether any liquidated damages had been levied against the 
f i m f o r  the delay in regard to the supply of stores, the witness stat- 
ed that "It is here that unfortunately a lapse occurred because the 
case has been finalised without enforcing the price preference clause. 
We are dealing w ~ t h  the officer concerned." 

5.151. The Cotnnlittee understand from Audit that the firm did 
contest 011 14th Mav. 1965 the incorporation of the price preference 
clause in thc acceptance of tho tender and the mS&D, while giving 
the formal extension of time to the finn up to 1st January, 1 S G  civcn 
retrospectively on 20 May, 1,966. clearly stated that it was 'withorrt 
liquidated damages' and also deleted the price preference clause from 
the acceptance of tender. They hope that the circurnstarwcj~ in 
which the prior acceptance of the firm regarding the provisicrn~ of 
recovery of price difference was not obtained and later. while M e t -  
ing the relevant clause from the acceptance of tender. the fibma! 
extension of time was also given "without liquidated damaecs" will 
be investigated with a view to fix responsibility and to remclvr any 
lacuna in the existing procedure. 

Irrigularities in defending a civil suit, Para 97-Pages 122-123. 

5.152. A contract for the purchase of 436 bales of B-twill bags. 
placed by thr  Director General. Supplies and Disposals, on a Rrm on 
21 March, 1952 provided for delivery of goods in three equal month- 
ly instalments during April to June. 1952. While the first instslment 
due in April. 1952 was accepted, the goods tendered against the 
second instalmcnt due in May, 1952 were rejected, follawrd later by 
cancellation of the quantity due in respect of the second and also the 
third instalrnent due in May and June, 1952. An advance of 
Rs. 99,294, which the firm had drawn in respect of the second instal- 
merit was, later, on the firm's refusal to refund it, deducted in July, 





si - 
June, 1952. In the first case, the payment was to be made on proof 
of despatch. In regard to the supply of twill bags, the payments 
were to be made after the consignment was inspected and approved. 
In regard to the first contract, the supply was actually made and the 
firm was entitled t3 the payment of Rs. 1,98,000. In regard to the 
supply of twill bags, the instalmlent that was due in April was deli- 
vered. The Second instalment that was due in May was tendered 
but it  was rejected in inspection. In view of the rejection of stores, 
Government was entitled to the refund of the amount and the firm 
was asked to refund the amount. On their refusal, the amount was 
deducted fmm the amount of Rs. 1,98,000 which was due to the firm 
in respect of the first contract. I t  was contested by the firm in a 
court of law. The witness stated that the Government counsel had 
" m d e  some mistake in the presentation of the case." Further, "the 
form W.S.B.-133 was not formally tendered." 

5.158. On being pointed out that the Government could not pro- 
duce any satisfactory evidence in support of the payment that was 
made in advance, the witness stated, "When the case was handed 
over to the Counsel. it was for him to prepare the case and ask for 
any documents he needed. He had tried to prove the fact of pay- 
ment by saying that the plaintiffs had already - accepted the fact that 
payment had been made to them." 

5.159. In reply to a question, the witness stated that "the entire 
records were handed over to him" "The receipt was in the Accounts 
OfBce."The payment was made by the Accounts OfTicer. i t  was for 
the Counsel to have asked for any other documents. The receipt 
was not qiven because i t  zvns not asked for by the Counsel. 

5.160. Explanning further, the witness ststcd that the Department 
"had engaged a solicitor on a considerable fees.'' "It was the duty of 
the Solicitor and the laivyer to go through the records of the case 
and find out 1f thcrc was any lacuna." The officer went there for this 
purpose with all t h e  relevsnt records available in the  nffice of the 
Directorate General of Supplies and Disposals." "The OPRcer went 
there, explained the whole case in detail, whatever question were 
asked were answered." 

5.161. The Committee desired to be furnished with notes on the 
following points. 

t i )  What was the total cost of litigation and the decree for 
costs. 

(ii) Whether the receipt supported b3? an affidavit bringing out 
the circumstances under which the recefpt could not be 
produced beforc the original court, was produced befom 
the appellate court along with the grounds of appeal. 



5.162. The notes have since been furnished by the Department of 
Supply and are at Appendix VII. 

3.163. The Department of Supply have stated inter-alia in the 
note that "In suit Rs. 2073 of 1953, Government incurred expenses 
amounting to Rs. 1,811.40 in the trial court and Rs. 5,653.45 during 
the appeal stage. In all the total expenditure towards this suit 
amounted to Rs. 7464.85." 

5.164. "The Plantiff, Messrs.. . . . . . . . . .have been awarded costs of 
the suit as well as the costs of the appeal. It appears that upto now 
these costs have been taxed by the court. No formal demand has 
been made to us for the payment of the said amount." 

5.165. The Departmrent of Supply have also stated in the note that 
"It does not appear that any attempt was made to produce the re- 
ceipt in the appellate court. Presumably, it was thought that in the 
state of evidence it was unnecessary.'' 

5.166. "It is stattld in  the body of the letter that a cheque for 
Rs. 98,706 is encloscd and under this letter there is an endorsement 
'Cheque given in cash', under which there is an illegible signature." 

5.167. "It must be noted in this connection that in the suit No. 
2095/53, which was expected to come up for trial, the plaintiff had 
admitted that he had received payment towards May quota. There 
is a reference to this effect in the appellate judgment also." 

5.168. The Committee also find that the Audit has given obser- 
vations on tfhis note which inter-alia state as under:- 

66 . . . . . . . .the fact r e w i n s  that no attempt was made by the 
Department to produce before the lower court, or, later 
on, even before the Appellate Court, the bills of the con- 
tractor on which the advance of Rs. 99,294 was paid to 
them and or the contractor's receipt therefor, in proof of 
the payment of advance to the contractor." 

5.169. The Committee desired to be furnished with a note stating 
as to when the Solicitor and the Counsel. who defended this case, 
were appointed by Gtrvernmcnt and whether they continued ta re- 
main on the approved list of solicitors and Counsel for Government 
C a w s .  

5.170. The Department of Supply have stated in* a h  in the 
note that "At the time of the institution of the suit in 195S. Shri.. . . . . . . . . . .was the standing Solicitor to the Central Gotwnrnmt at 
Calcutta. He was a Solicitor to the Central Covernrdcnt for a vesg 



dong period previously. Shri . . . . . . .continued to handle this case 
upto 30th September, 1959 when the Calcutta court work was split 
up among 3 solicitors and Shri . . . . . . . .took over as Solicitor to the 
Central Government in charge of Works, Housing and Supply Min- 
istry group vide Ministry of Law O.M. No. F.18(4) 1594 dated 30th 
September, 1959. It has since been decided to stop the system of 
Private Solicitors and to appoint. qualified Solicitors in the Ministry 
of Law to handle Government work. The work relating to the Sup- 
plies Department is likely to be taken away from Shri . . . . . . . . from 
1st March, 1968 when his present contract ends." 

5.171. The Committee note that the grounds on which the Court 
rejected the case were:- 

(i) Government could not produce satisfactory evidence in 
support of the payment of the advance of Rs. 99,295. 

(ii) The standaxd terms of contract (Form-WSB-133) ( appli. 
cable to the contract in question, under which recovery 
of Government dues against one contracts can be effected 
from the dues payable to firms under any other contract, 
were not produced by Government. . 

(iii) The basis for the rejection of the tendered g o d s  was not 
correct. 

5.172. The Committee are unable to appreciate why Government 
did not present the documents to the court and satisfy them. The 
Committee would like Government to thoroughly investigrrte the 
reasons for this failure and to fix responsibility and issue detailed 
instructions, in consultation with the Ministry of Law, to n\  id tl\v 
recurrence of such lapses. 

5.173. The Committee further suggest that the panel of advocates 
reference to their perfcvmancr so that only such advocates as ahaw 
reference to their performance so that only such advocatce a3 s h o ~  
sustained interest in Government cases are retained on the panel. 

5.174 In replv to a question. the Secretary. Department of Sup- 
ply, stated that the firm was prepared to re-supnly the stores pro- 
vided the exriw dutv and sales tax were paid. Same delay had 
taken place twcause t h e  Defence inspector had not yet passed the 
goods. The firm had heen doing business with the Directorate 
General of Supplies and Disposals in rcspcct of jute goods and had 
supplied goods auality s t o r e  in the past. This was t h ~  onlv case 
where dispute had arisen. 

5.175. The Cammittcc may he apprised of the flrial nositton in 
regard to the supply of storw hy the firm against thc ~dvuncc  ot 
Rsi. W,Z94 made to it, 



Appropriation Accounts (Civil), 1965-66 

Grant No. 67-Supplies and Disposals, Page 140. 

5.176. This Grant includes expenditure incurred during the year 
1965-66 on the Inspection Centre of India Supply Mission at Dussel- 
dorf (booked under group head 'F-Expenditure in England'). The 
Centre was started in May, 1965 with a view to- 

(i) cutting down the delays in the inspection of stores ordered 
in the European countries; and 

(ii) reducing the expenditure on inspections originally carried 
out from London. 

5.177. In February, 1966, the Director General, India Supply Mis- 
sion recommended to the Government the winding up of the Centres. 
In April, 1966 the Ministry requested the inspection Centre to sub- 
mit proposals regarding the winding up of the Centre and the re- 
transfer of the officers and functions to London. 

5.178. In a note submitted at the instance of the Committee. the 
Department of Supply have stated that: 

"In June. 1963 Minister, Economic and Defence Cn-ordination 
felt that the post of the head of the I.S.M., London should 
be up-graded and t x v ~  more offices ctpend in West. Ger- 
m a w  and hloscow. He wanted this proposal to be ex- 
amined by the Minister (Supply) and JS(P) who  were 
visiting the purchase hIisslans abroad. JS(P) in his re- 
port dated the 9th August. 1963 stated that  setting up of a 
separate purchase organisation for West European Cwr?- 
tries and anothcr in V.K. would mean a duplication of 
effort, lead to extra costs and create difficulties in the divi- 
sion of storcas to be purchased by the two organisations. 
While he did not recomn~end the setting u p  of a separate 
purchase organisation. JS(P) mcomrnrnded the  setting 
up of an Inspection Unit in Europe in order to avoid the 
following difficulties:- 

(i) Inspection staff is concentratcil i n  t h ~  U K. and their 
going to the various places in Eumpe, to inspect stores. 
causes delay. 

(13) This also reduces contacts with the supplying f l m s  

(M) This adds to the expense. 



. (iv) The organisation should be entrusted with the duty of 
progressing and watching supplies against the o r d & ~  
placed on various firms, bring to notice any delays and 
suggest measures to remove therh. 

5.179. It was suggested that the Centre should be set up prefer- 
abl? in Dusseldorf which was a growing Centre for electrical, 
mechanical and metallurgical industries. The recommendation 
a a d e  in the report of JS(P) was considered in consultation with the 
Ministry of Finance and it was accepted." 

5.1 80. The Department of Supply have further stated that: 

"After the conflict with Pakistan there was need for economy 
. 111 expenditure and the Ministry of Finance stressed the 

need for saving in all possible ways. Director General, 
India Supply Mission, London was accordingly requested 
to suggest measures for economy and a cut of £36,975 
was Imposed on the Mission. The Director General, India 
Supply Mission, London was asked to send proposals to 
implement this cut in the budget. The closure of the Cell 
at Dusseldorf was suggested as one of the measures of 
economy. He also pointed out that there would be econo- 
my if the Cell in Dusseldorf was transferred back to 
London because foreign allowance, rents as well as sslar- 
ies of local staff were higher in West Germany than in the 
U.K. it is estimated that the closure of the Cell would re- 
sult in a saving of about C11,000 per annum. The posi- 
tion was reviewed and it was found that the work handled 
in the Cell was less than what was anticipated at the time 
the Cell was created. I t  was, therefore, proposed to close 
this Cell and re-transfer, the staff to London. There were 
also other technical difficulties. Most of the orders placed 
in Europe and Scandinavia were for stores for which In- 
spectors had to be sent from London. There are a certain 
number of Technical Officers (specialists) who are locally 
recruited. While these posts will gradually be filled in by 
appointment of India-based staff, the local staff has to be 
kept till they are wasted out. T h e  to the terms and con- 
ditions of local Technical staff in London, they cannot be 
transferred to Dusseldorf and specialised stores are there- 
fore even now inspected by the London-based Technical 
staff. Posting of more specialised Technical officers at 
Dusseldorf from India will add to the cost of the Centre 
and result in duplication. As such it was felt that the use.. 

fulness of the Cell a t  Dusseldorf was rather limited. The 
Director General, India Supply Mimion, Landon further 



reported that since its inception, the Dusseldorf Catre 
had to face many problems. He specifically stated that 
the staff were unhappy owing to the problems of language, 
higher cost of living, lack of facilities for education of 
children. He also confirmed that the Cell was unecono- 
mdc. Secretary, Supply Technical Development visited 
London in April, 1966 and confinned the diPRculties e x p e  
rfenced by the staff posted at Dusseldorf." 

"Due to the various reasons stated above Director General, 
India Supply Mission, London recommended closure of 
the Cell." 

5.181. In regard to the final decision on the closing down of the 
Centre at Dusseldorf; the Department of Supply have stated that: 

5.182. "The proposal was considered in a meeting of the economy 
Committee of Secretaries on the 19th August, 1966 and they express- 
ed the view that as the Centre had functioned only for a short while 
it was somewhat premature to come to a decision regarding its 
future. It was decided to watch the working of the Cell upto the 
end of February, 1967 and re-examine the issue in March, lB67. 

5.183. Accordingly the Director General, India Supply Mission, 
London reviewed the working of the Cell at Dusseldorf in April, 
1967 and stated that there was no justification for keeping this Centre 
in Dusseldorf. He is still of the view that the Centre should be 
closed, This question was again examined in this Ministry in con- 
sultation with the Ministry of Finance. Financial Adviser of the 
E.A. Division wanted some further clarification in August. 1967 re- 
garding value of stores etc. inspected by the I.S.M. London. and the 
proposal is still under consideration in consultation with the Minis- 
try of Finance." 

5.184. From the note, it is also seen that the following expenditure 
has been incurred on the opening of the Inspection Centre 6;;f the 
India Supply Mission at  Dusseldorf; 
A. Expenditure. incurred in hiring acu~mmodation at 

Dusseldort' for office as well as fur residential 
p q o s c s .  
Recumitkg 
Office accommodation iincluding window clean- 
ing, lift,  electricity, e tc .  . E2,01gp.a .  - 
House rent and spacc heating (India based 
Odfi-S) . 8,838 ,, 



B. Expenditure incurred on initial fbdshing of the 
accommodation. . . . 

C. Extra expenditure on grant of foreign allowance, 
House rent allowance etc. to the st&. 
Foreign Allowance. 
House Rent and space heating 
Other additional expenditure 

I .  Medical expenses. 
2. Local staff 
3. police registeration . 

D. Additional expenditure specially authorised by 
Government to facilitate the move of the ofiice 
and the officers to the new station. 
Transfer T.A. of staff' from London to Dussel- 
dorf. 
Excess daily a110 wane o w  nomal Foreign 
Allowacce during initial period for officers trans- 
ferred from London * 

Excess hotel expenses over normal residential 
accommodation tor officers transferred from 
London. . . 

Rs. 20,- 

Ks. 8,000 

5.186. The Committee have gathered an impregsion from the Min- 
istry's note that the Inspection Centre of the India Supply Mission 
set up at Dusseldorf has not really achieved the underlying sbjcc- 
the ,  namely, to facilitate the inspection of stores ordored in West 
European countries and to reduce the expenditure om inspection 
originally carried out from London. The Committee note thnt the 
recommendation of the Dirctor General, India Swppl 'Clission, 
London, to close down the Centre, which was reiterated in April, 
1967, is still under the consideration of Government. As it may be 
possible to effect an annual saving of E 11,000 by  closing down the 
Centre at Dusseldorf, the Committee recommend that Government 
should take an early decision in the mattar. 

March 11, 1968. 
Phdgunu 2 1,-1889--(i3,T 

E -n, 
Public Aclcol~nk Commit tee. 



APPENDIX I 
fRcfereacc Pan  2-20 of this Report] 

MINISTRY OF I-XTBRNAL AFFAIRS 
S t a t m t  showing derds  of the Howps rmred~PurciiaJcd for the High Cnrnmisshv of India, Mauritius. 

- -_-_ _ __ - _ _  _ __- - -_ -- ----- "- - -- -- ---- - 
Building Occupied by the The Second Bullding The Euildidg which has 

s on which Information Indian' High Cornmiss- which was ~mnstructed been recently purchased. Remarks. 
ionerat Mauritius & and taken on rent. 
which was damaged in 

February, 1960. 

I 2 3 4 5 6 

r Tod Area of Land . Not Available' 1-85 Acres 2.964 Acres 

3 Area s f  Lawns and ground artac!~ed 
to the Housc . * 

9 )  3 , Not available 

4 Full details of thc Accommodstion 
of various units. 

(a) Waiting Room!sparc room . one 
sq. ft. 

96 One 
Sq. ft. 

236 One 
@)Study Room . . One 9 6 . . . . One 349 

(c) Drawing ~ & m  , , '~WO 

!a) Dining Room . . One 

One 
9 9  

One 

(6) Bod Room . . . .  36 1 One 392 One 352 

(/) &d Room . . . .  . . One 379 One 352 

(g) Cheat Room . . . .  . . One 2rR . . . . 

Sq. ft. 
192 





APPENDIX XI 
(Reference Para 2.26 of this Report) 

No. V. IV/754/1/66 

MLNISTRY OF EXTE;RNAL AFFAIRS 
New Delhi, November 21. 1966, 

'To 

The Regional Passport Officer, 
Bon tbay/ CalcutZa/Delhi/Lucknow/Madras. 

SUBJECT: - Fraud in Security Deposit Fees-Remedicrt Measures. 
SIT, 

I am directed to say that this Ministry has been considering mea- 
sures for tightening the accounting arrangements and exercise of 
checks and counterchecks by Heads of Offices and drawing and dis- 
h i n g  ofacers with a view to eliminating chances of fraud in Re- 
gional Passport Ofllces. It has been decided that the existing Cash 
Book should be revised to the extent mentioned below:- 

(i) At present there is no column either on the receipt side 
or on the payment side for m r d i n g  the particulars of the 
transactions. After column 1-date, column 2 should be 
opened and described as Nature of transactions. In this 
column all particulars of a receipt payments will be given. 

(ii)  There will thus be 8 columns on the receipt side. The 
existing column No. (8)-Refund on receipt side should 
be deleted as i t  will not be conducive to correctness and 
check. 

(iij) Mfscellaneous receipts should be clearly defined. It is 
presumed that in this column money d r a w  from the 
treasurv for disbursement of salaries will be shown. This 
is in view of the fact that there will be one Cash Book 
for the ofice as a whole. 

(fv) The term Remittances should be replaced by the term 
payments. 

(v) Column 9 should be opened and should be used for re 
cording the date. 



(vi) Column 10 should be wed for giving all the particulars of 
the transactions as will !be necessary as per the .existing 
columns 15 to 19. 

(vii) The existing columns 9 to 12 will have to be renumberea 
as 11 to 14. 

(viii) The terms "Misc. Receipts" used in column 13 appears t a  
be wrong. It is presumed that it is intended for the term 
"Miscellaneous Payments'' which includes disbursement of 
salaries. 

(ix) The existing columns 15 to 19 are redundant in view of 
(the new column No. 2 for recording the particulars of 
transactions. 

(x)  There will also be 8 columns on the payment side. Column 
No. 9 on the payment side should be used for recording 
the initials of the officer. 

It will thus be observed that as against 20 columns there will be 
17 columns in the integrated Cash Book and the requirements cars; 
be complied with by using the column meant for the particulars of' 
the transactions. A proforma is attached herewith for guidance. 

2. Till the new printed Cash Bo-oks are supplied, it may please 
be cyclostyled in your office and brought into use immediately. Care  
should be taken to ensure that the pages of the cash book should 
be machine numbered, certificate of count of pages in the cash book 
should be recorded in the first and last pages of the cashbook. It 
should also be ensured that spare copies of the cyclostyled farms. 
are carefully kept in the personal custody of the Head OflRce. 

3. It  is the personal responsibility of the Head of Oface to follow 
evwy txansaction till it is completed. In this connection your atten- 
tion is invited to T.R. 77 which lays down the controls to be exercis- 
ed by the Head of Office. There should be one Gazetted Qfficer in 
between Cashier and R.P.O. to assist the R.P.O. to exercise strict 
control and watch over each and every transaction passing through. 
and records of your offlee. 

C The instructions contained in the preceding paragraph shouTc9 
please be followed scrupulously. 

8. Pl-e acknchwledge receipt of this letter. 
Yours faithfully, 

Sd.1- C. S. V. SUNDRAM.. 
Attache (PVA). 





APPEMHX UI 
(Reference Para 5.41 of this Report) 

MINISTRY OF WORKS, HOUSING AND SUPPLY 
(DEPARTMENT OF SUPPLY) 

Copy of the instrmctions issued recently to o f i e r s  to issue or&rs 
in. clear unambiguous and precise t e r m s .  

A copy each of this Department's O.M. No. 43(3) /64-PI dated 
16th January, 1967 and DGS&D's endorsement No. 3 (8) /67-0&M 
dated the 28th October, 1967 is enclosed. 

This has been vetted by Audit. 

Sd./- K. RAM, 
Secretary. 

No. 43 (10) /&PI 
dated: - 

No. 3 (8) /67-0&M 

DI.REZTORATE GENERAL OF SUPPLIES & DISPOSAIS 
(O&M Division) 

New Delhi, the 28th Oct., 1967 

SUBJECT: - 5 8 t h  Report of the Public Accounts Committee (Third 
Lok Sabha-lW47)-Need to draft the orders and, let- 
ters to be kmed by Gwernment in c h t  and unambigu- 
ous terms--~ecomrnendation regarding. 

A copy of the undermentioned paper is forwarded for informa- 
tion and guidance to:- 

2. Heads of all Regional O f k e ~ .  
Sd./- J. R. CHADHA, 

Section Ower. 
for Dtrcctw (O&M CDN). 



PAPER FORWARDED 
Copy of Ministry of Home Aflairs OM. No. 14/6/67-Ests (A) &ted 

22rYI Seencber,  1967. 
 SUBJECT:-!^$^^ Report of the Public Accounts Conurnittee (Third 

Sabha-1966-67)-Need to draft the orders and Eetters to 
be issued by Governtnent in clear and umrrtbiguous terms 
-Recommendation regarding. 

The Public Accounts Committee had, in their Mth mpor~, (Third 
b k  Sabha-196fi-67), adversely comnm~ted on a case in which the 
original orders issued by the Government of India granting cerkain 
concessions to the Government employees were not happily worded 
and did not cover two important points. The first point was that in 
the original orders, there was no indication about any date with 
reference to which the eligibility of the employees for the ~~llces- 
sion was to be determined. When it was discovered that this was an 
omission, a clarificatory OfBce Memo. was issued (after a lapse of 
some time since the issue of the original orders) indicating the date 
with reference to which the eligibility for the conc&m would be 
determined. The Second point was that neither the orlginal or&= 
nor the subsequent clarifactoxy instructions specifled for how long 
the concession would be available. As a result, Government had to 
incur Anancial loss. 

2. .The Committee have recommended that Government should 
issue instructions to all concerned to the dect that "orders and let- 
ters should be drafted in clear and unambiguous terms so as to avoid 
confusion at a later stage; moreover, spedal care should be taken to 
check that in important communications conveying decisions etc. 
dates facts and &her material points are correctly mentioned." Gav- 
ernment have accepted this recommendation, which is brought to 
the notice of all Ministries]Departments for information and guid- 
ance. In this connection, attention is also invited to para 45(i) of 
the Manual of Office Procedure which is reproduced below: 

"45(i) A draft should convey the exact intention of the or- 
ders passed. The language used sbould be clear, e 
tthd incapable of miaeoastructi- Lengthy ete-, 
abruptness, redundancy, cfrcumlo~~tion, superlatfveJ a d  
~epcrtitfons whether of words, expressions or ideas a h a d  
be avoided CommUIljcations of some length or cam- 
plexity should generally condude with a summary." 



to financial matters should be g l ~ l e n  rrpeciel care an& any 
lapse in this regard should be brought home to the 
ofacers responsible therefore (Vide Ministry of Finance 
O.M. NO. F. 11 (36) /EII (A) /63, 23-11-1965), 

Sd/- (MT~.)  R. M. SHROFF, 
'L)eputg Secretaq to  the Coomnment of India. 

COPY 

No. 43 (3) /&PI 

MINISTRY OF SUPPLY, ?"ECHMCAL DEW. & M. PLANNING 
Department of Supply & Technical Development 

(Central Secretariat, North Block) 
New m i ,  the 16th Jantuzqj, 1067 

S~BJE~T: -Recotding of purchase decision in clear, specific and un- 
m w u s  terms-Desirubility of-Remmendution of 
the Public Accounts Committee. 

The Public Accounts Commit tee have expressed their dusalisfac- 
tion over the way purchase decision was recorded by a senior ofPlcer 
in one of the cases which came for consideration before the Com- 
mittee, The observation made by the Committee is reproduced 
below : - 

"The Committee consider it unfortunate, that a senior oPRcer 
should ham r+xat.ded an important order invclving 
ftnancial implications in the manner which to say the 
least did not convey the intention properly. They desire 
that this lapse should be taken due note of". 

A11 oflicers of the Ministry and the D.G.S.&D. should ensure that 
hpses of the above nature do not recur and that decisions are 
invariably recorded by them in clear, unambiguous and speciflc 
terms so as to leave no room for doubt or disinterpretation. 

Joint Secretaqj to the Government of India. 

L AU oflticers of the rurfini;stry of Supply, Tech. Deveiopment 
and Materials Planning (by name). 

2. All otficers of the D. G. S. C D. (by name). 



APPENDIX I V  
aReference Para. 5.78 of this Report Note on Para 85 of the Audit 

Report (Civil) 1967) 
MINISTRY OF WORKS, HOUSING AND SUPPLY 

A copy of the Report of the Defence Inspectorate in regard to the 
*pacity of the firm may please be furnished. 
.?&purtment's reply: . 

A copy of the Inspectorate of General Stores, North India, New 
aklhi letter No. G/32/13/To, dated the 6th December, 1963, addressed 
b the DGS&D, New Delhi is enclosed. 
=nt: - ? 

Please furnish a detailed note showing how the loss of Rs. 2,700 
Hprs b.een calculated against the defaulting d m  and why Audit was 
xmt informed of the correct position promptly. 
Jkpa~tmentfs yeply: 

According to the Audit Para, the following amount is to be re- 
eavered from M js. Royal Timber Industries. Delhi: - 

1. STIM-2'8233-E I 705 dated 2nd January. 1964 Rs. 12,(363.36 
towards risk purchase loss. 

2. STIM-2/28033-P/1/710 dated 10th January, 1964 Rs. 84,000 
towards general damages. 

3. STIM-P/2809&P/I 817 dated 16th October, 1964 Rs. 2,700 
towards risk purchase loss. 

2. As regards the first A/T. this was cancelled on 18th May, 1965 
at the risk and expenses of the firm and risk purchase A 'T was 
issued on 4th October, 1965. A demand notice for Rs. 12,1)42,36, 
k i n g  the extra expenditure incurred in the risk purchase, was issued 
tll;l the tirm on 20th October, 1965. But no recovery could be effect- 
ed as the whereabouts of the firm were not known and efforts made 
%o trace them were n d  successful. However, in April, 1967 the 
imteriod cancalletl his demand. (The case was seen by Audit on 
Bst  June, 1961) after the Tnteriar had cancelled his demand (. So 
the question of risk purchase recovery does not arise in this case. 
At least only general damages could be claimed from the Rrm on 
the basis of difference between the  contract rate and the market 
nte ruling on the date of breach of contract. It has not been 
rpossible to establish the market rate on the date of breach as them 



has been no response from trade and Forest Department to o m  
enquiry. As such even general damages cannot be claimed from the- 
firm. 

3. As regards the second A/Triak purchase was arranged for am. 
alternative acceptable species of the 1st class a t  a lower rate. The 
rate being lesser, the question of recovery or risk purchase loss does- 
not arise. At best only general damages on the basis of market rate 
ruling on the date of breach vk., 31st June, 1965 could be claimed. 
As aheady explained above, it has not been possible to establfsb 
the market rate ruling on the date of breach. The amount calculakdl 
by Audit viz., Rs. 64;000 is apparently based on the branch open& 
on SOth July, 196!5, but the date of breach in this case being 3- 
June, 1968, the sum of Rs. 84.000 calculated by Audit is c?pparrntX~ 
not correct. 

4 The positiop regarding the 3rd A/T is that as stated by Aud* 
a sum of Rs. 2,700 is to be recovered from the firm towards risk. 
pwchase expenses. 

5. From the position explained above it will be seen that only o 
sum of Rs. 2,700 is due for recovery from the firm. The positian 
regarding the second A/T was intimated to Audit in the commePb; 
on the draft para. As regards the first A n ,  since the Indentor ca& 
cellled his demand after the comments on the draft para w e  
furnished and the para has also been included in the Audit RRp#tt 
and Audit had also seen the file on 1st June, 1967 after the Indentur 
had cancelled his demand, it was not considered necessary to scndl- 
a separate intimation. 



MINISTRY OF DEFENCE (GDI) 
Inspectorate uf General Stores North India Anand P a t b ~ t  

New Delhi-5, dated 6th Dec. 1963. 

The DCS&D, 
New Delhi. 

(For attention Shri H. T. Elias, AD Supplies) 
SUBJECT: -CAPACITY /CAPABILITY VERI"FICATI0N of M/s- 

Royal Timber Industries, New DeZhi, for supply of Timbet 
Plcrnks against ten& No. TIM 218233 M/1. 

Reference:-DGS&D No. STIM 2/8233 M/1/425, dated 22-11-1963 
The firm's premises have been visited and their particulars veri- 

fled. 
The Arm have the requisite equipments/arrangements and are . 

considered capable of manufacturing/undertaking bulk supplies of 
the store in question. 

Their estimated supplying capacity is appx. 2000/3000 sq. ft. per 
month. 

The firm is in position to provide facilities for inspectiq_n at their 
premibt~s. 

Plant & Machinery proforma duly completed by the firm is en- 
closed. 

S&'- BHUPIN'DER SINGE 
Lt. Cot. hpector* 

copy to: 
The Director of Research & Development (Gen.) 
Defence Production Organisation (TD..20) 
Ministry of Defence (CGDP) 
Government of India. 
DHQ PO NEW DELHI-11. 



(Reference: para 6.106 of this Report) 

MINISTRY OF WORKS, HOUSING AND SUPPLY 
DEPA~TMENT OF SUPPLY 

Point: Please indicate what percentage the imported components 
constituted of the item. 

Reply: The Box under reference comprises 10 fitments viz.. 6 Nos. 
laminated sheets with paper base, 3 Nos. laminated sheets with Abre 
base and 1 No. of sheet, The 9 fitments (laminated sheets with Abres 
and paper 'base) though manufactured within the country involve 
iinported raw mhterial. The imported raw material required for the 
~~nllhebe of furnished Atments is not likely to exceed 5 per mt 



(Reference: para 5.127 of this Report) 

Note on para 91 of the Audit Report (Civil) 1967 

MINISTRY OF WORXS, HOUSING AND SUPPLY 
(DEPARTMENT OF SUPPLY ) 

Points: 

11. Please state why did the Purchase Organisation enter into 
correspondence with the firm in contravention of the rules? 

12. Why was the re-purchase not made within six months as pres- 
cribed in the Departmental Manual? 

13. Whether any responsibility had been fixed for these lapses? 

14. If so, action taken against the  persons found responsible f~ 
these lapses 

Reply: 

In this case, extension for 45 days in the form of a notice was 
given on 21st December, 1963 as it was considered prudent to give 
further opportunity to the firm to m p l e t e  supplies by granting ex- 
tension as otherwise cancellation of the contract and repurchase of 
the stores by inviting fresh tenders would have naturally resulted 
in cosiderable delay in getting the supplies. Moreover, at this stage, 
there was no reason to conclude that the firm were incapable of pro- 
ducing the stores as in their letter dated 3rd December, 1963 they 
had not only advised that they were preparing fresh dies the dies 
already prepared according to the specified drawings having been 
found to be not in order, but also ensued that once the dies were 
accurately made, thev would be in a position to supply at  least 20,000 
Nos, tins per day. Yet another important consideration that weigh- 
ed with the Department not to cancel the contract was the limited 
source of supply as in the tenders opened on 30th May, 1983 as a 

. . result of which the order was placed on M/s.. . . . . . . . . . . . . . . . . . 
out of four tendem received. only one was considered to be 
upb specification requirements the others being either not to  sped- 
dcaHons or having sought for deviations in the specifications. 



This was an emergency indent and immediately it become clear 
after the flrst notice period that supplies were not likely to materia-. 
Ilse, action was taken to seek legal advice and arrange for purchase 
at the risk and cost of the Arm. 

Disciplinary aspect of the case is being investigated by the De-. 
partment . 

15. It is understood that the Assistant Legal Adviser had advised 
as eqly as ln September, 1964 that action should be taken to recover. 
general damage for breach of contract on the part of the Arm. 

(a) Whether any assessment of damages had been made? 
(b) If so, the amount worked out and recovered? 

Reply: 
As the market rate on the date of breach of the contract could* 

not be ascertained for the purpose of claiming general damages as 
the store in question is not a common user item, the Mrector od 
Supplies and Disposals, Calcutta has submttted a propod for wr!t 

sit sanction. This is under consideration. 



APPENDIX VII 

(Reference: para 5.162 of this Report) 

MINISTRY OF WORKS, HOUSING AND SUPPLY 

(Department of Supply) 

What was the total cost of litigation and the decree for costs? 

In suit No. 2073 of 1953 Government incurred expenses mounting 
to Rs. 1,811.40 in the trial court and Rs. 5,65545 during the appeal 
stage. In all the total expenditure towards this suft amounted to 
Rs. 7464.85. 

The plaintiff, Messrs. Ambica Jute Mills, have been awarded costs 
of the suit as well as the costs of the appeal. It appears that up to 
now these costs have been taxed by the Court. No formal demand 
has been made to us for the payment of the said amount. I am en- 
closfng a statement showing the details of the expenditure in suit 
No. O.S. 2073 '53 and appeal No. 931 1961. 

In Suit No. 2095/53 (withdrawn by the firm), Government was 
awarded costs which has been taxed at Rs. 1521. Since it is antidpat- 
ed that the taxed cost in suit No. 2073,'53 and the appeal 93/61 would 
be more than the amount awarded to the Government in suit 2095/53, 
the matter has been kept pending for adjustment. 

In Suit No. 2095,'53, as against Rs. 1541.41 awarded to the Gov- 
ernment by wav of costs, Government has incurred an expenditure 
of Rs. 1201 .O3. 'statement at 'B' gives the details of the expenditure. 

Whether the receipt supported by an affidavit bringing out the 
circumstances under which the receipt could not be produced before 
the original court, was produced before the appellate court along 
with the grounds of appeal? 

It does not appear that any attempt was made to produce the re- 
ceipt in the appellate court. Presumably it was thought that in the 
state of evidence it was unneeessaq. 

As would be evident from the appellate judgment, Exhibit 8 
was marked by consent. Questjc.. No. 34 put to Shri . . . . . . . . . . . . . , 
reads as follows: 



Q. Please look at the letter dated 10th July 1952-defendant's 
document No. 3 (shown). 

A. Yes. This is the copy. (By consent tendered Exh. 8). 

So from this it is clear that Exh. 8 has been marked by consent. 

It is stated in the body of the letter that a cheque for Rs. 98,706 
is enclosed and under this letter there is an endorsement "Cheque 
given in cash". under which here is an illegible signature. 

It is rather unfortunate that the lower Court as well as the appel- 
late court have taken the view that though the letter had been mark- 
ed by consent the contents had not been proved. This is an ultra- 
technical view which is usually not taken. 

I t  must also be noted in this connection that in the suit No. 
2095/33, which was expected to come up for trial, the plaintiff had 
admitted that he had received payment towards May quota. There 
is a reference to this effect in' the appellate judgement also. 

"In the pleadings of that suit there are allegations of certain 
payments but no evidence has been given to connect 
these payments or to indentify the same with the pay- 
ment relied on in para 7 of the written statement in the 
suit . " 

It is unfortunate that this suit was withdrawn by the plaintiff. 



No. 2htxtim latrr No. d Nature of work done for which paygent was sanctioned 
drte -- 

(A) Svir No. z g 3  of 1953 (:I Fees paid to Couawl Shri Ajit C .  Ganguly for - drafting the writtan stntcmeat 
Lit.12 (r8)54 

I .  ift.23-6-54 (ii) Stamp etc. on Wing of W/S . 
2. Do. dt. 30-11-59 Stamp on affidavits . 
3. DO. dt. 3t-ro-c;l ( i )  lkcs paid to Sr. Counsel Shri G. 1'. Kar . . 

(ir') Fees paid to Jr. Qumcl Shri A. K. R u r ~ e c  . 
[iii) Out of pocket expenses inrwrred by Solicttor . 

(B) A w  NO. 93 of 1961 

4. Lit. I I f2  (1Ril54 (13 Printing charges of paper bc~>k 
dt. 9-5-63 <it) Fees paid to Counsel Sh. G. P. K&, fo;draft,ng th; 

Muno. of appeal . 
(iii) Out of pocket expenses in&red by th; ~ulic'itor 

' 

5 .  D). dt. 7-2-66 ( i )  Pets pPid to Sh. G. P. Kar 
(ii) Pets paid tn Jr. Counsel Sh. A. K. ~aoeriec' . ' 
( i 3  Out of pocket expcnacs incurred by hc Solicitor . 

(C) S d  No. 2095 of 1933 (roirhdrum by rk firm 1 
r.  Pur-8s (59) dt. 16-8-54 ( 1 )  Ftts paid to Counsel Shri ( i .  1'. Kur for drattlng thc 

written statement . 
(ii) Out of pocket expcriscs inciirrcd hv the Snlicitclr 

in Aling the D/S . 
2. Lh. 1112 (17)/~4 
& 1p11-19 Stomps on affidavit . 

3. I.&. (17)/54 p0611 &d to Sr. Counsel Shr~  Ci .  P. Kor, and J u n w  
dt. 27-10-61 Counrcl Shri A. K. Brnerjcc and in reirnburaemcnt ctt 

out of pocket expenses incurrod hv the Solicitor 

Amount psid R d  
Rs. P. 

The actual expenditure incurreJ in the tw,) wits ~b thus HS. 8,ais. 88 (K>. 7,464 plus Rs. 1201-03). ----- - - -...--- - ---- - - -  --- - - - - - -  - -  - - -__ _ 







- - - 

4 2.31 External Affairs The Committee regret to note that the various financial irre- :; 
gul&iias*involving a sum of Rs. 73,741 were committed by the 
cashier i~ the oflice of the Regional Passport OfRcer. Madras. since 
April, 1959, and these came to light only in December, 1965, kc., after 

. - a lapse 'd six years 
no. - ., , The Committee note that the cashier ~ ~ n c e m e d  has ahead~  

been convicted by the Iower court for a term 61 five Yeam imprieoa- 
ment aad a flne of Rs. 6,000 and that he has filed an appeal in the 
Madras High Court. Since the appeal is still pending, the Gmbit+ 
tee woulp not like to comment in detail on this particular case. The 

. - Conunittee: have no doubt that Government will take suitable action 
\ : C r l  , . . 

against all those who are held responsible for the embezzlement and 
the failure to detect malpractices in time. The Committee should 
be informed in due course of the action taken against them. 

> ,  

Do. The Committee note that instructions to avoid a recurreme 
of such cases of fraud in security deposit fees were imed by the 
Minidry of External Affairs in November, 1966, and that the a d e  
quacy of these instructions is being examined again by Govemmenk. 
The Committee suggest that the procedure for accepting deposits and 
their remittance to Government account or refund to the person con- 
cerned should be fully gone into by Gov-t in consultation with 
Audit and detailed iastructicms issued to avoid the recurrence of sucb 

e - <  cam. > - 



F d ,  Agriculture, The Committee note that out of 129 societies which have de- 
abtY Devdqp- faulted in the payment of loans, as many as 107 have gone into liQui- 
merit lnd Coopetatlon datition- The Committee desire that Government should take suit- @ept. of Commtmity 

~ e ~ ~ l o p - t  and able measures to ensure recovery of loans to the maximum extent 
Cooperation) possible already given to these Societies under liquidation. The 

Committee also suggest that Govenment should investigate in de- 
tail the reasons due to which Societies to whom Rs. 10,000 or more 
were advanced as loans, went into liquidation. Apart from taking 
suitable measures in the light of this analysis to effect recovery from 
other Cooperative Societies, the Committee would like Government 
to review the criteria for advancing loans to Cooperative Societies 
so as to avoid recurrence of such cases. 

As regards the recovery of loans given to Societies for the 
rehabilitation of displaced persons, the Committee suggest that the 8 
Department of Cooperation should intimate the details of recovery 
from members of these Cooperative Societies to the Chief Settle- 
ment Commissioner so that these could be adjusted, if admissible. 
against the compensation claims. if any, of these displaced persons. 

Do. 

'" ; 'P*,, . 
*! - 7 , -  

me C o m t t e e  And from the analysis of losses furnished by 
.!r , . ,'A % 

I Goyernm-t . that, in most of the cases, it is due to high expenditure 
on staff and unsatisfactory management. The Committee sug@ ,- - I .. 

- .that Government should keep a close watch on the working of So-. 
cieties in which Government have made substantial investments so 
a8 to ensure that these are managed properly and that losses are 
elinadnated. -1- -- -7 - V T - 1  



3 Food, Agriculture, Com-  he Committee are not able to appreciate how a Society in 
muoity D~~clopment and which Government have invested Rs. 4.75 lakhs and which. has a 
C o o ~ a t i o n  (Deptt. of turnover of Rs. 2 mores could suffer losses. The Committee would 

Gmuaity like Goverment to ensure prudent management of the Society to cmd CoopZrrtion) safeguard public funds invested in it. 

Do. The Cownittee are glad to note that a sum of Rs. 1,06,000 out 
of Rs, 1,86,WO on account of arrears of Audit fees has been reeker- 
ed. The Committee recommend that arrears for the remaiwng 
amounts should also De recovered early and that action be taken to 
ensue that recovery of Audit fees for the current period is n$*al-r " 
lowed to go into arrears. The Committee would like to watch the i; 

&ect of the measures taken by Government through future Aumt 
%ports* . *  . -  t* . * -  *. % 

Do. The Committee regret to note that there has been abrmal  
rr ,L 

a a y  in the completion of studies undertaken by the Al l  India Pan- 
b y a t  Parishad. The results of the Madras study were clF& by - - 
the National Institute of Community Development on 18th OctqQer. 
1967, whereas the due date for the completion of this study was De- 
ce&, 1964. As regards the concurrent studies ag-' 1% o&&i . < 

studies and six repeat studies which were to be compleied b;; March; 
1967, only 7 study reports have been received by Governmppt u p 4  
July, 1967. il 



Do. It is also observed that a sum of Rs. 17,000 w diti.e& 
- - 
Y the Parishad to the Wadras study project" frbm the project on h- 

Mini.t*' current studies. There were some other flnhclal fmegularitie- - Departmenu Committee note that some action has been initiated to get thebe%- 
aneial irregularities regularised. They hope that Gwwuhent Wll 
now be able to get the results of the studies entrusted to the a 
India Panchayat Parishad without further delay. The Committee 
would also like to be assured that the results of these studies would 
be put to the use for which they were intended. While the C o d t -  
tee appreciate that dimculties might have been experienced in the 
recruitment of the right type of staff for undertaking such a research 
adgmnent, they feel that such difficulties should have been given 
proper consideration before entrusting this project to the Parishard. 
The Committee suggest that before giving grants to non&& orga- 2 
nisations, Government should ensure that such organisations have 
the capability and financial soundness to execute the various projects 
entrusted to them. In particular, it must be ensured that the 
niaations have competent staff to undertake the research pmj& 
In this connection, the Commrittee would reiterate their observation 
contained in para 1.109 of their 14th Report (4th Lok Sabha). 

Do. The Committee also suggest that Government should not re- 
lease a grant or its instalment to a non-official organisation without 
making sure that the progress made is commknsurate with the grant 
and that the quality of work is upto the requisite standard. The 



Committee would like to be informed of the remedial measures - 
taken to avoid the recurrence of such cases. 

The Committee are unable to appreciate an expenditure of 
9 3. 57 Food' Agriculturr' &. 60,000 incurred by the Department of Community Development Community Development 

and &peration ( k p t t .  of during the years 1960-61 to 1963-64 for giving grants to four training 
Community Development centres for bringing out journals, which according to the Ministry's 
and Cooperation. own assessment, contained material which was only "a third-rate 

imitation of what was being produced at higher levels." 
All MinistrieslDepar tments 

The Committee also note that the Journals issued "as a m p l ~ -  I. 
w 

tary copies which were apparently not read represented a large 
number ." 

The Committee consider that had the Department of Community 
Development carried out a critical assessmknt of the Journal at the 
end of 1960-61 instead of 1963-64, it should have been possible to save 
expenditure on grants for at least three years. 

Do. The Committee also note from the information supplied by 
the Ministry that out of 1,47,232 copies of the Jonrnal "Klunrhsheh" . 
(English) as many as 1,26,002 (85 per cent) are issued on a compli: 
mentary basis. Similarly, for the Journal, "K-betra" (Hindi), 
out of 66,884 copies printed annually, 53,770 (803 per cent) are issued- 
on a complimentary basis. In the case of the Journal "~anehaya~ 



%$ (English), out of 1,19,n1 copies, 1,08%@ .(@?A per cant) afd 
issued on a complimentary basis. It is, thetefore; no won& that 
Government are incurring an annual l o w  oif Rs. 1,47340 on the p\lb. 
lication of these journals. The Committee suggest that the question 
of discontinuing these journals or at least rwlucing drastically the 
size and number of copies of these journals may be examined with- 
out delay in consultation with the Ministrg of Finance. 

3 '63 . bo The Committee suggest that a similar m e w  of all other 
publications brought out by the Ministry may be undertaken so as 

. r- to effect maximurn economy consistent with requirements. 

4-15 Health and Family The Committee regret to note that an amount of Rs. 151.53 
Piandng l a b  (Rs. 53.58 lakhs principal; and Rs. 97.95 lakhs as interest) was 

over-due for recovery from the Delhi Municipal Corporation on ac- 
count of the loans given by the Central Government for implaen- 
,tation of certain water supply and sewage ~ ~ h c m e s .  It is also strange 
to note that wen when the loans were sanctioned for a specific pur- 
pose, the realisations of water and sewage taxes were credited to the 
general funds of the Corporation instead of being placed in a sepa- 
fate account for the repayment of the loah The Committee feel 
that repayment of the instalrnents of the loans and interest'should 
have been the first charge on the realisations from water sewage 
taxes. 

z 2  + 4 17 Do. - The Comanittee hope that, with the implementation of the 
- - instructions issued by the Lt. Governor, Delhi, in May, 1967 it would 

P- - 
, . _.-- I - - - . - *  -- 



be possible for the Government to get back instalments of loam and- 
interest due from the Mugicipal Corporation. The Committee n@ 
hardly stress that, when loans are granted for specific purposes, tSe& 
repayment on due dates should be insists upon and defaults lp 
repayments should be viewed seriously. The Committee would also 
like to be informed of the recoveries of the overdue instalments in 
this case. 

4'18 Pmil~ The Committee understand that a  on is at pr-t 'lmning looking into the unsatifsdory state of finances of the Delhi Muni- 
cipal Corporation. The Committee have no doubt tha t  b d  on the , 
findings of this Comhnioion, Government will take adquato mea- 3- 
sures to put the state of Bnances of the Delhi Municipal ~ o ~ a t i b -  - 
on a sound footing. 

'3 5.13 wo*s, Housing ad Supply It is unfortunate that Government had to incur a loss gf 
(Deptt . of Supply) Rs. 2 labs in the disposal of certain marine engines - and - s&G. 

owing to the wrong description of stores in the tender enquiry. A& 
other disturbing aspect in this case is that Naval &dquarten &j 
not have a proper catalogue to show whether the spares were fm 
petrol engines or for diesel engines. The Committee find from tbg 
note recorded by the Director General, Supplies and Disposals, that. 
the Defence Services Liaison mcer who made enqa&ies after the 
objections were received c o n b e d  that the .stores sad spares 
for r pew d r i w  rnsrIpe engine. mrtbw, w l p  tb9 IWd @~WS 



of the Directorate General, Supplies and Disposals, visit@$ the stock 
holders* premises, he was informed that no catalogue existed. 

The Committee, therefore, find it strange that within a few 
days of the finalisation of sale proceedings the Naval authorities 
found the catalogue giving an exact description of the engine dlXi 
spares. The Committee would like the Ministry of Defence to t80- 4 
roughly investigate the matter and fix responsibility for not hanidn- 
ing the exact details of surplus stores in the first instance and far . 
not locating and malring available the catalogue, despite specific en- 
qulrics of the Directorate General of Supplies and Disposals, & 
after the sale proceedings were finalised. 

hptt. of Supply The Committee feel that effective measures should be tak& -- 
AU Mini- to ensure that the State is not put to any loss due to inexact or 
Departments wrong specification, type or description of the surplus stores by Gini- * 

ernment departments concerned. The Committee would like to k ' 

informed of the remedial masures taken to avoid a recurfence 'bf 
such cases 

J 16 Deptt . of Supply The Committee are also not happy to note that the Mrecto- 
rate General, Supplies and Disposals, took about a pear to  invite 
tenders for the sale and removal of stores declared surplus by Naval 
Headquarters. They hope that the Directorate Qsneral, Supplieu 
and Disposals, will take immediate steps to dispose of stores q&mst- 
ed to them without the kind of delay that happened in the present 
me. 



5.30 Works, Housing. 
and Supply 

@eptt. of Supply) 

Do. 

Works, Housixg 
and Supply 

The Committee regret to note that Government had to fncur- 
an extra expenditure of Rs. 2.62 lakhs in this case because of the 
failure of the Purchase Organisation to follow the correct procedure 
in regard to the communication of the acceptance of the offer by the 
competent authority and to issue formal acceptance of the tebder in 
writing before the expiry of the time up to which the firm's offer was 
valid. The Cormnittee feel that the wqk relating to the communi- 
cation of the acceptance of the firm's offer should not have been en- 
trusted to a Junior Field Offtcer who was not authorised to w d e ~  
take it. c( 

The Committee suggest that the Department mdy &anmine g 
in consultation with the Ministry of Law whether the revised 
instructions issued by them and the present procedure are satisfac- 
tory and whether they provide a legally acceptable basis far enter- 
ing into contracts for the supply of stores. 

The Committee expect that officers would record;tbeir d e r s  
in clear and unambiguous terms. They hope that, with the - 

All Ministries/ of instructions by the Ministry of Home Mairs, such cases wfl1 not 
Depamnents recur* 

Works, Housing The Committee regret to note that the firm on whom an order 
and supply for 1.69 Mchs of vests was placed supplied d y  0.42 lakb vest bye 

(Depn. of the stipulated date. Although the Purchase Organisation h.d on 



- hahd much cheaper offers on the date of default, the Directorate 
General, Supplies and Disposals, granted an extension of the deli- 
very period to the defaulting firm with a nominal reduetion d 6 per 
cent in the price and this ultimately resulted in an extra expendi- 
ture of Rs. 2.08 lakhs. 

I 0. The Committee feel that cheaper offers having been received 
by the Department in May, 1963, efforts should have been made tr, 
persuade the firm in question to reduce their rates and in any case 
acceptance of a quantity of 1,20,000 vests after the original stipulat- 
ed date at a nominal reduction of 6 per cent in the contract price 
lacked justification. 

Do. The Committee hope that the question of the recovery of 
liquidated damages from the firm on account of delayed supplies, 4 
which is still stated to be under consideration, will be finalised 
without further delay. 

Do. The Committee note that the Department of Supply a& 
taking action against the oflicers who had inadvertently left out 
certain details from the Defence specifications while calling for the . 
standby tender. The Committee would like to be informed of the 
action taken in this case as also the measures taken to avoid such 
lapses in future. 

Do. The Committee note that the Director General, Supplies and 
Disposals, could not take advantage of the lower rate because the 



Defence Inspector had kept the contract alive by his action. The 
Committee understand from Audit that this was an operatiom/ 
urgent indent and according to the provisions of para 228 of tb 
Director General, Supplies & Disposals' Manual, the inspectors are . 

not permitted to allow the nornlal grace period of 2l days in such 
contracts. The Committee, therefore, fail to undterstand why the 
Defence Inspector kept the contract alive and haw the Director 
General, Supplies and Disposals permitted the extension of the con- 
tract when it was an operational/urgent indent. The ~0111111it.f& 

L( would, therefore, like the Department to investigate the m a t h  ; 
further with a view to fix responsibility for these lapses. 

The Committee desire that procedural lacuna in not e m -  
nmnicating the rates received in standby tenders to the ~nspecton 
should be removed so that cases of this type involving extra expedi- 
ture in the purchase of stores do not recur. 

t 

The Committee regret to note that, as against the capacity of 
two to three thousand cft. of timber per month, orders were placed 
on the Arm for about 45,000 cft. of timber to be s m l i e d  O&"R 
period of eight months. The Committee are unable to  'uridefstWU 
how orders were placed on this ynregisfered fmn %eyoriZl1ts 
capacity, 



The Committee w e t  to note that, although the w: of 
Finance had observed on 6th November, 1965, that it "was w e  
while to investigate how so many contracts came to be p&cqi" on 
the firm if their financial position was "so bad," the ~e-t 
4 e d  for the explanation of the officers only in March, l$& The 
Committee hope that the Department will take immediate stem to 
finrrlise the case. 

Do. !l%e Committee fail to understand how a vague certificate 
from the flrm's bankers, such as that their dealings are "quite fair," 
was considered as a satisfactory evidence of their capacity to execute 
contracts of this magnitude when the bankers failed to answer a 
specific query by the DGS&D in this regard. They hope that Gov- 
ernment will review the question of taking adequate safeguards so 
that orders of a substantial nature are not placed on an unregistered -3 
Arm even though it may be in the small scale industry sector. 

Do The Committee expect that apart from removing the techni- 
cal omission to mention the time limit up to which orders for'an 
additional quantity could be placed, the arrangements in the otFite 
of the Directorate General of Supplies and Disposals should be such 
that all additional requirements of stores of a repetitive nature are 
duly taken into account well in time be£ ore the expiry of the cur'&nt 
contract so as to avail of the provision to place additional -orders 
to the extent of 25 per cent where beneficial to Government. The 
Committee would like Government to issue c o m ~ r e h e ~ v e  instruc- 
tions in the matter and ensure that they are complied with by all 
concerned in order to safeguard fully Government's interests. 
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21 5.107 works, Housing Thq Committee regret to observe the inordinate delay d 
and Supply nearly three months in process1:U a : ~  urgent tender referred to in 

(Deptt. of sub-para 1 of para 5.99 of this Report. The Committee consider that 
if negotiations with the firm h3d b:en held and finalised without 
delay, Government would h a v ~  wen able to purchase stores at the 
lowest price offered and avoided extra expenditure of Rs. 1-13 lakhs. 
Government should impress on all concerned the need for finalising 
tenders expeditiously in order to secure maximum benefit to Qov- 
ernment. :'f 

Do. From the facts placed before them, the Committee observe g 
that the National Small Industries Corporation issued a comwtency 0 

certificate in favour of the firm without regard to their actual 9- 
duction capacity. When a subsequent reference was received fmm 
the Directorate General, Supplies and Disposals, on 3rd September, 
1965, the National Small Industries Corporation should have gripe 
into the question of the actual production capacity of the 6 
instead of merely confirming their earlier report that the firm had 
the necessary capacity to undertake the order. As the joint inspec- 
tion conducted with the help of the Directorate General of T e c h 4 4  
Development has established the fact that the firm does not ham 
the capacity to execute the order, the Committee suggest that lb 
Department should take up with the Ministry of Industrial. Depe- 
lopment and Company Maim the question of the issue d an 
@correct competency certificate in favour of the firm by the N a t i m  

i 



Do. 

Small Industries Corporation;' so that suitable measues are talsen 
to avoid such cases in future. 

The examination of the case shows that the indentor had 
rad!cally kduced the requirement from 1.77 lakh Kgms. in May, 
1963, to only 0.46 lakh Kgms. in June, 1964, and that proper aWon 
was not taken by the Directorate General of Supplies and Msposab 
to safeguard Government's interest as soon as the original de'tfvw 
period stipulated in the contract had expired. Another reason fo9 
not being able to claim general damages was the lack of information 
about the rulihg mark& price at the time ' of the es@ryluf4k f .  
specified delivcry period. The Committee consider that indenting 
orgazlisatfans should take every care to ensure that indents are 
placed on the Purchase Organisation on a realistic basis te obviata 
variations later. The Directorate General of Supplies and Disposals, 
on the other hand, shoujd ensure that supplies are arranged in  time 
and that, in the event of failure of the contractor to supply the goods 
by theVpm9cI.ibed date, appropriate action is taken to safegparQ 
Government's right to enforce risk purchase on the defatlltisg rn 
tractor in case of repurchase of the goods a t  a higher price from 
another supplier. 

The Committee are unable to appreciate whv the Directorate 
General of Supplies & Disposals entered into protracted cornspond- 
ence with the Arm aft* it h ~ d  failed to supplv the stores-fn time, 
considering that it fa contrnw to instructions in the OtRce Mknaal . 

that no correspondence should be entered into when the conlmctaf 
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fails to supply the goods in time. Government should reiterate 
* ,  these instqlctions so as to avoid recurrence of such cases. 

st134 ~ p * s ,  ~~~i~~ The Committee would like to be informed of the results of the 
6( supply dhciplinary aspect of the case which is stated to be under i n v w p  

(Dtpt. of Suppw) tion by the Depar-nt of Supply. 

75 S* I43 Do. The Committee are unhappy to note that Government had 
to incur a loss of Rs. 40,200 in this case on account of dWurrige 
charges due to lapses and delays in the Office of the Director General, 
Supplies and Disposals. Since consignments by ships are r eeved  
frequently by the Directorate General, Supplies and ~ i s ~ o s a l s ;  the 
Committee suggest that various lapses that occurred in this rase* ;; 
may be & y d  carefully to remove any lacuna in the procedure.̂  
T& instructions issued in this connection may be brought to 'the 
now of all the officers so that such cases do not recur. 

Do. The Committee may also be informed of the action taken rr#irrsl 
the officers found responsible for these lapses. 

Do. The Committee understand from Audit that the 61nn diC 
contest on 14th May, 1965 the incorporation of the price preference 
clause in the acceptance of the tender and the DGS&D, while giving 
the formal extension of time to the firm up to 1st January, 1966 given 
retrospectively on 20th May, 1966, clearly stated that it was 'without 
liquidated damages' and also deleted the price preference clause *om 
the acceptance of tender. They hope that the circumstances in 
which the prior acceptance of the firm regarding the provisioqf cif 



recovery of price difference was not obtained and later, while delet- 
ing the relevant clause from the acceptance of tender, the formal 
extension of time was also given "without liquidated damages" will 
be investigated with a view to fix responsibilitv and to remove any 
lacuna i n  t ? x  existing procedure. 

Ib. The Committee note that the grounds on which the Court reject 
ed the case were:- 

Do. 

(i) Government could not produce satisfactory evidence in 
support of the payment of the advance of Rs. 99,294. 

(ii) The standard terms of contract (Form-WSB-133) appli- 
cable to the contract in question, under which recovery C of Government dues against one contract can be effected w 
from the dues payable to firms under any other contract, 
were not produced by Government. 

(iii) The basis for the rejection of the tendercd goods was not 
correct. 

The Committee are unable to appreciate why Government 
did not present the documents t6 the court and satisfy them. The 
Committee would like Government to thoroughly investigate the 
reasons for this failure and to fix responsibility and issue detailed 
instructions, in consultation with the Ministry of Law, to avoid the 
recurrence of such lapses. 
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5.173 Work, Housing & Supply The Committee further suggest that the panel of advccates 

P p t t .  of Supply) maintained by Government may be reviewed periodically with 
- - - - I - - - -  reference to their performance so that only such advocates as show Law sustained interest in Government cases are retained on the panel. 

5.175 Works, Housing The Committee may be apprised of the final position in regard 
& Supply to the supply of stores by the firm against the advance payment of 

( D e ~ t t .  of Rs. 99,294 made to it. r, 

29 5.  186 Do. The Committee have gathered an impression from the min- 
istry's note that the Inspection Centre of the India Supply Mission 
set up at Dusseldorf has not really achieved the underlying objec- 
tive. namely, to facilitate the inspection of stores ordered in West ; 
European countries and to reduce the expenditure on inspection P 

originally carried out from London. The Committee note that the 
recommendation of the Dirctor General, India Supplv Mission, 
London, to close down the Centre, which was reiterated in April, 
1967, is still under the consideratiorl of Government. As it may be 
possible to effect an annual saving of E 11,000 by closing down the 
Centre at Dusseldorf, the Committee recommend that Government 
should take an early decision in the matter. 

- - - - - - - - 



St. Name of Agent Agency S1 Name of Agent Agency 
No. No. No. No. 

21. Sat Narain & Sons, 31 43, 
MOM. Ati Bazar, Morr 
Gate, Dclhi 

22. Atma Ram & Sons, Kash- 
mere Gate, Dclhi-6. 

13. J. M. Jaina & Brothers, 
Mori Gate, Delhi. 

04. The Central News Agcn- 
cy, 23190~ Connaught 
Place, New Delhi. 

as. TheEn ashBook Store, & 7-L, nmught circus, 
New Delhi 

26. LPLshmi Book Store, 4, 
Municipal Market, 
Janpat h,pew Dtlhi . 

27. Bahrcc Brothers, 188, 
Lajpatrai Msrket, 
Dtlhi-6. 

39. Oxford Book Sr Statio- 
nery Company, Scrn- 
ctia Howe, Connaught 
Plsct, New I)&-r. 

30. People's Publishing 76 
I--louse, Rani J h a n ~ i  
Road, New L)elhi. 

31. The United IJook rkgen- 88 
cy, 48, Amrlr ELirrr 
Market, Pahar <;an], 
New Delhi. 

32. Hind ncmk tiousc, 82, 95 
Janpath, New Delhi. 

33. Bcmkwtll, 4 Sant Naran- 96 
kari Cc~lony, Kine-  
way Camp, I-ielhi-9. , 






