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LIST OF AUTHORISED AGENTS FOR THE SALE OF LOK SABHA 
SECRETARIAT PUBLICATIONS 

S1. Name of Amnt 
ĝo" ,"d Name of Agent 

No. 
A t m y  
No. 

ANDHRA PRADESH 
Andhra University Genera1 
Cooperative S tom Ltd., 
Wattair (Vihapatnam).  
G.R,Laksbmipathy Chetty 
and Sons, General Mer- 
chants and News Agents, 
Newpet. Chandragiri, 
<=hittoor District. 

Westsrn Book Depot, Pan 
Bazat. Gauhati. 

BIHAR 

Amar Kitab Ghar, Post 
Bol 78. Diagonal Road, 
Junrbadpur. 

GUJARAT 

Vijny Stores, Station Road, 
A n d  

Tba New Order Book 
Company, Ellis Bridge, 
Mwdabad-4. 

HARY ANA 
MI& Prabhu Book Service, 
Nai Subdmandi, Gurgaon, 
(HIVYIM). 

Modan Book House, Shiv 
V i h  Palace. Indore Ci ty .  

Mlr, Supdadar Ciiancband. 
601, Gugrrum Road. Near 
Prinarr Sata .  Bombay-2. 

Tbe Internotional Book 
Hotm (Private) Limitad, 
9. Amh Lane, Mahatma 
Gandhi Road. Bombay-I. 

The lotrrnational Book 
!kmb, Dacun Gymkhana, 
PootU4* 

Charles tombect & Com- 
pany, 101, MahatIpa 
Gandhi Road, Opposite 
Clock Tower, Fort, 
Bombay. 

The Cumnt Book House, 
Maruti Lam, Raghunath 
Dadaji Street, Bombay-1. 

Dcccan Book Stall. Fa- 
@son College Road, 
Poona-4. 

MIS. Usha Book k p o t ,  
585/A, Chira Bazar. Khan 
House, Girgaum Road, 
Bombay-2 BR. 

MYSORE 
MIS. Peoplm Book House 
Opp. Jaganrnohan Palace. 
Mysora-I. 

RAJA-N 
Information Centre. Go- 
vernment of Rajasthan, 
Tripolia, Jaipur City. 

W A R  PRADESH 
Swastik Industrial Works, 
59, Holi Street, M m t  
city. 

Law Book Company, 
Sardar Patcl Marl, 
All ahabad-1 

W. Nermro d Company 
Ud., 3, Old Court H o w  
Stnet, w u t t . .  
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INTRODUCTION 
I, the Chairman of the Public Accounts Committee, as authorised 

by the Committee, do present on their behalf this 80th Report on 
the Action Taken by Government on the recommendations of the 
Public Accounts Committee contained in their 28th Report (Fourth 
WLZ Sgbha) an action taken on 1st Report (Fourth Lok Sabha) relat- 
ing to purchase of Road Rollers. 

2. On 12th June, 1968, an "Action Taken" Sub-Committee was 
appointed to scrutinise the replies received from Government in 
pursuance of the recommendations made by the Committee in their 
earlier Reports. The Sub-Committee was constituted with following 
Members : 

1. Shri D. K. Kunte--Conzqener. 
2. Shri C. K. Bhattacharyya. 
3. Shri K. K. Nayar. 
4. Shri Narendra Kumar Salve. 
5. Shrimati Tarkeshwari Sinha. 
6. Shri N. R. M. Swamy. 

3. Thc draft Report was considered and adopted by the Sub- 
Committee at  their sitting held on 23rd April, 1969and finally adopted 
by the Public Accounts Committee on 28th April, 1969. 

4. For facility of reference the main conclusionsf recommendations 
of the Cornmittcc h a w  bcen printed in thick type in the bodg of the 
Report. A statement showing the summary of the main recornmen- 
dations/Observatiuns of the Committee is appenclcd to the Report 
(Appendis). 

5. The Committee place on record their appreciation of the 
assistance rcndcrcd to them In this matter by the Comptroller and 
Auditor General of India. 

Xi. R. M - e A N I  
KEIV DELIII: Cha i m n  it. 

A p r d  28, 196Y/VatsiA-ha 8, 1991 (S) Public ttccouttts Committee. 



CHAPTEB I 

REPORT 

1.1. This Report of the Committee deals with action taken by 
Government on the recomrnenda tions/observa tions contained in their 
20th Report (Fourth Lak Sabha) on action taken on their 1st Report 
(Fourth Lok Sabhs) regarding Purchase of Road Rollers, which was 
presented to the House on 30th April, 1968. 

1.2. In their 1st Report (Fourth Lok Sabha), the Public Accounts 
Committee had commented upon various lapses in the Purchase of 
Road Rollers bv the Director General Supplies and Disposals from 
a private firm hUs. United Provinces Commercial Corporatian, Pvt. 
Ltd. during the period July. 1963 to September, 1963. The Com- 
mittee had pointed out the following unsatisfactory features of the 
rase. 

(i) Orders were placed on an unregistered firm without veri- 
fication of its financial standing and production capadty 
and without insisting on a security deposit. 

(ii) The firm was allowed relaxation in standard terms of pay 
ment enabling them to draw 90 per cent of the cost of a 
Road Roller on inspection without any proof of despatch 

(iii) There was failure to carry out a review of the relaxed 
terms of ayment after 6 months as contemplated in spite 
of comp f aints from the Pay and Accounts OfBcer and 
consignees. 

(iv) There was failure to carry out effective inspection of 
Road Rollers. 

1.3. The cumulative result of the series of lapses was that the 
firm drew 90 pcr cent advance payment in proof of inspection and 
delayed the despatch of Road Rollers. There were 403 Road Rollers 
rutstanding from the h for which an advance payment of Ra 1.85 
crores approxinlately has been made. 

1.4. The replles fmnished bv the Government in respect of the 
twious recommendations made by the Committee in their First 
Report (Fourth Lok Sabha) have been dealt with in their 28th Report 
(Fourth Lok Sabha). Out of 35 recommendations contained m the 
28th Report. (Fourth Lok Sabha) action taken notes/statenents have 
been received in respect of 34 recommendations. A reply is still 
awaited in respect of recommendation at  S. No. 30. 

1.5. The action taken notes/statements & respect of the remm- 
mendations contained in the 28th Report (Fourth Lok Sabha) have 
br-n categorised under the following heads : 

(i) Reconln~endations/obserraf ions that have bee11 accepted 
by thc Govmment : 
S. Nos. 4, 5, 16, 18, 19, 20. 21, 23, 33 and 34 and S. No. 28 of 

1st Report (Fourth Lok Sabha). 



Recommendutior26/observatio12s which the Committee do 
not desire to pursue in view the replies of Gouemmemt : 
S. No. 3. 
Remnmendations/ob8er21atiom replies to which have not 
been accepted by the Committee and which require reitera- 
tion : 
S. Nos. 1, 2, 6, 7-11, 13, 14. 15, 31, 32 and 35. 
Recommnendaions/observntions in respect of which Cow 
ernment ltave furnished interim replies : 
S. Nos. 12, 17, 22, 24, 25, 26, 27, 28 and 29. 

1.6. The Committee will now deal with action taken on some of 
the recommendations. 
Investigation of the case and action taken agai~ur tire ofiets and 

ohe fin*Paragraphs 1.8 and 1.19 (S. Nos. 2 and 6). 
I .7. Emphasizing the need for expeditious investigation of the 

case by the Central Bureau of Investigation and bringing the guilty 
to book, the Committee made the following observations in paragraphs 
1.8 and 1.19 : 

"1.8: The Committee are not happy with t h e  progress made i n  
the case by the Central Bureau of Invcstigntion. Consider- 
ing that the firm had drawn advances amounting to Rs. 1.85 
crores, the case should have been investigated with the 
utmost expedition and finalised without delay." 

"1.19: While the Committee note the Ministry's anxiety to  
recover the amount of about Rs. 2 crores unauthorisealy 
kept by the party, they cannot too strongly stress that, as 
Government are responsible for maintaining the highest 
traditions of integrity and public conduct. it is their forc- 
most duty to ascertain whether any fraudulent practices 
liable to criminal proceedings have k e n  committed and 
to spare no efforts to bring the guilty to book as a deterrent 
to others." 

1.8. In their reply dated the 28th August. 1968. in peopect c)f 
paragraph 1.8 the Ministry of Home Affairs stated : 

"The investgation in this case has been conducted by the 
Central Bureau of Investigation with due expedition. But 
from the investigation point of view, ~t 1s a very compli- 
cated and diScult case involving colossnl u.ork. It involved 
about 100 contracts and 900 Road Rollers. The fraud w a s  
spread over a period of three years. Documents involved 
ran near1 to two lakhs. In respect of each contract, 
mrrespon B ing record of the Directorate General of I51 Ucs 
and Disposals. indentors and consignors had to be o z c d  
and scrutinized. The consignee witnessed who had to bt* 
traced and questioned spread all over the country. A large 
number of publfc servants and private persons who are 
involved as a c c u d  have to be questioned in detail. There 
was strike in the factories of MIS. U.P.C.C. and Mis. A@nd 
Fabrications. The employees, who form hulk of the wft- 
ncsses in this ca.w, have gone out of Culcutta in search of 



new jobs. It  took consiclerable timae to ascertain their 
whereabouts and examine them. There was also did&cultY 
in locating the Road Rollers which are kept s t a t i d  at 
various parts of the country. The had to be 
and panchrna prepared a t  the &es where 9 were 
located. The investigation was complicated as eac Road 
Roller was connected with two or three Accepted Tenders 
and it  was very difficult to inter-link the A/Ts. Expert 
opinion had also to be obtained on the tampering of the 
Engine Numbers. All these factors contributed to the 
time taken in the investigation of the case. 

Investigation in respect of 23 instances is complete. The Legal 
officers who were consulted by Central Bureau of Investi- 
gation have suggcst c d  further investigation on a number 
of points so as to makc a single good conspiracy case. This 
is being complicd xvith now and charge sheet will be filed 
shortly." 

''As regards the misconduct on the part of the Officers interim 
report giving the result of enquiries has been submitted to  
Directorate General of Supplies Disposals authorities in 
respect of 10 senior officers and further report will be 
submitted as soon as final decision is taken." 

1.9. In a replv dated the 23rd December, 1968, in rcspect of para- 
graph 1.19, the bcpartment of Supply stated : 

"In order to ascertain whether any fraudulrnt practices were 
committed and also to take action against those guilty of 
adopting such practices, the matter was reported for detail- 
cd and complete ~nvestigations to C.B.I. After completion 
of their investigations CBI have since filed a complaint 
(charge-sheet) in the court of Judge, 4th Additional Special 
Court, Calcutta- on 26-8-68 agamst the Directors antd 
employees of MIS. U.P.C.C. Pvt. Ltd. and the Government 
officials who were alleged to have dopted  fraudulent 
practices in this case. A copy of the r h r g e  sheets is 
cnclosed. 

1.10. In their further reply dated the 6th Febrwry. 1969, the 
Millistry of Home Affairs stated : 

"1095 Road Rollers were involved in this case ns against 90J 
reported earlier. As suggested by law officers of CBI. 
further investigation was taken up by CBI and as a result 
of sustained investigation suffivient evidencc was collected 
to establish that the Chairman and Directors of M."- 
U.P.C.C. Pvt. Ltd., in collusion with their subordinates, 
both of Mis. U.P.C.C. Pvt. Ltd. and M/s Agrind Fabrications 
Ltd. (a sister concern) had conspired to defraud the Gov- 
ernment by putting up the same Enginct for inspection 
more than once and obtained 90 per cent payment. In some 
cases bogus inspection notes were got signed by the 
Inspecting Staff without producing any road roller for 



inspection. After completing the investi ation and obtain- d ing the opinion of law officers of the C. .I., it was decided 
to prosecute the following 17 accused under section 120-B/ 
420 IPC and 5(2) of the Prevention of Corn tion Act, R Section 420, 477-A IPC and 5 (2) /5 (1) (d) of Act of 1947. , 
(1) Shri S. M. Wahi. Chairman and Director, M/s. U.P.C.C. 

Private Limited. 
(2) Shri R. N. Wnhi, Chief Executive and Director, M.ls. 

U.P.C.C. Privatc Limited. 
(3) Sliri K. M. I .  Dircctor. h4;s. U.P.C.C. Private 

Limited. 
(4) Shri R. C. Malhotra, General Sales hlanager, M T s .  

U.P.C.C. Privatc Limited. 
(5) Shri P. K. Mitra. Sales and Service Manager. M's. 

U.P.C.C. Privatt. 1,imitd. 
( 6  i . . Srivastava. .\ccountant. M/s. U.P.C.C. 

Private Limited. 
(7) Shri  B. R. Joshi. Assistant Finance Manager, M 's. 

U.P.C.C. Private Limited. 
(8) Shri P. B. Pakrasi, Controller of Finance, Mis. 

U.P.C.C. Private Limited. 
(9) Shri S. R. Sen Gupta, Manager, M,'s. Agrind Fabri- 

cstions Limited. 
(10) Shri N. Roy. Superintendent. Sales i& Service. MI.;. 

Agrind Fabrications Ltd. 
( 1  Shri R. . a ,  Production Manager. MIS. -\grind 

Fabrications Limited. 
(12) Shri N. L. Xltlkherjee. Superintendent Assembling 

Deptt. M./s. Agrind Fabrications Limited. 
(13) c'hri T. Dass Gupta. General Foreman. Mi's. ~2grini.l 

Fabrications Ltd. 
(14) Shri Khalil Ahrncd. Foreman, M,'s. Apind  Fabrications 

Ltd. 
(15) Shri B. Guha R<)y.  Foreman, M,.'s. .4grind Fabrications 

Ltd. 
(16) Shri H. A. Romcr. Inspecting Otficcr, D.G.S.&D. 
(171 Shri S. B. Dutt:~, Inspecting Officer, D.G.S.&D. 

"After obtaining necessary sanction, a complaint (Chargesheet) 
has been flled against the abo\.r accuscd in the Court of the Fourth 
Additional Spcclal Judge, Calcutta on 27-8-1968. The case is now 
pending trial." 

"As fur:hc.r investigation has also ahown that four more 
inspecting ofllwrs c r l  D.G.S.&D. were similarly involved 
in the above fraud, SP's Report dong with the draft  
sanct~on order has hccn sent to the Ministry of Works, 
Housinc and Sup3ly in respect of the Inspecting Oflfct?r 



on 31-10-68 and to Ministry of Industrial Development and 
Company Affairs in respect of the other in January, 1969* 
with a copy to Central Vigilance Commission requesting 
far sanction for prosecution of the Inspecting of ace^. 
Further action will be taken on receipt of the necessary 
sanction." 

1.11. The Committee find that in answer to starred Question NO. 
!I42 in Lok Sahha on 8th April, 1969, the Minister of Industmil 
I)cvelopment, Internal Trade and Company Affairs stated the latest 
position of the case as follows : 

"CBI who were asked to make detailed investigations ink, the 
matter, have since completed their enquiry. A charge 
sheet against certain Directors and employees of the 
U.P.C.C. (P) Ltd., and two Inspecting Officers of Govern- 
ment has already been filed by the CBI before the Judge, 
Fourth Additional Special Court, Calcutta. I t  is also 
proposed to file a charge sheet against four more Assistant 
Inspecting 0fficer:Inspecting Officers. A report recently 
rcceived from the C.B.I. recommending departmental action 
and action deemed fit against certain officials is under 
csanination." 

1.12 The Committee note that Government have filed a charge 
sheet against 17 accused including the Chairman and Directors of 
31,'s U.P.C.C. Pvt. Ltd. and Government officials with whose collusion 
the firm allegedly defrauded the Government by putting up  the same 
cnlfine for inspection more than once and obtained 900/* of tbe can- 
tract price as advance . 

1.13. The Committee also note that i t  is proposed to file a charge 
sheet against four other Assistant Inspecting Officers Inspecting 
OtRcers. The Committee desire that charge sheets against them should 
Iw finalised rind filed withoat delay. 

1.14. The Committee need hardly stress that the prosecutiou 
should bc vigorously pursucd so as to bring to book all thqse who 
have during investigation been found to  be responsible for defraud- 
 in^ Govcrumcnt of the stun of Rs. 1.85 crores. 

i+*ndfng Cwses involving ~.igila~~ca'discipli~lar~ aspect-Paragraphs 
1.2 arid 2.59 ( S .  ~Yos. 1 and 35). 

1.15. \t'l~lw the Cotmnittcc considered the replies of Government 
i : ~  rcspcct of their recommendations contained in their First Report 
c Fourth Imk Ssbha) they had not k e n  furnished with replies in 
t-:.spect of 27 recommendations, involving vigilance aspects. 

1.16. The Committee made thc following observations in paragraph 
1 .:! of their 28th Report : 

"1.2 : The Committee regret that so far replies have been 
furnished by Government in respect of only 40 PeCOrnmen- 
datians out of 67 and that the latest communications in 
respect of scme of the vital recommendations were 
nxcived as late as the beginning of this month." 



1.17. la their reply, dated 31st January, 1989 the Department of 
Supply have stated : 

"me replies of the Government to the remaining 27 recom- 
mendations which involve vigilance aspects could not bc 
sent as the matter is still under investigation and thc 
relevant records are with C.B.I. The C.B.I. have been 
asked to expedite their investigation." 

1.18. In paragraph 2.59. the Committee made the following 
obsen~ations : 

"The Committee also find from the replies of the Department 
of Suppl in respect of the Recommendations contained in  
Paras 3.g 3.72. 1.49, 4.75 to 4.78, 5.10-5.12. that thc 
vigilance aspect fixin of responsibility in these cases is 
under examination. I he Committee desire that exam]- 
nation of these cases should be finalised without delay so 
that the persons found at fault do not escapc disciplinar:: 
action." 

1.19. In their reply the Dcpnrtment of Supply have stated 

"The disciplinary aspect will be examined as soon as thc 
relevant records are made a ~ ~ ~ l a b l c  by the Central Bureau 
of Investigation." 

1.20. The Committee desire that, in the !ight of findings of the 
Central Bureau of Investigation, Government should finalise their 
decision about taking disciplinary ad other action against all thmc 
held responsible for lapses in  this case. 

Present positton regard iq  Gorernnaent's Ctaiiiis ugainsr the firm- 
Parcqraphs 1.36 alrd 1.37 (S. Xoe. 14 urid 15) 

1.21. Government h a w  1nstit11tE.d 23 suits against 23 Acceptance.; 
of Tenders i n  the Delhi High Court against the  firm for specific 
performance of the contracts andlor recovery of the amount over- 
claimed by the firm with intercst thereon. In the last wcqk of 1March. 
1968, the !inn offered to dcl~vcr the outstancling Road Rollers to 
Government in instalments. Rch~rring to the ofTcr of the !irm, th, .  
Committee made the foll(wing observations in paraqraphs 1.36 E: 
1.37 : 

"The Committee note that the firm have offeted to supply 
road rollers in instalmcnts and that. as a token of their 
bmn fides, they have submitted to Governmcnt shares of 
the aggregate face value of Rs. 20 lakhs rtaining to 
allied concerns held either in the name of t f c partnership 
concern (M./s. U.P.C.C.) or in the name of individual 
directors. The Committee note that the arrangement 
with the firm would cease to exist ''as and when the 
intcrim injunctions in respect of blacklisting orders etc. 
were vacated by the lligh Court." The Committee would 



not like to into the detailed hplications of this 
prop& as t f!' ey have no h b t  that Government will take 
roper care to safeguard public interest. They muld 

Rowever, like to ~ o u n d  a note of caution and to hers 
that, f i e  taking a decision on the offer of the firm, the 
Government should keep in view the following aspects 
of this case : - 

( i )  The legal implications of the proposal made by the 
firm. 

(ii) The effect that such an arrangement would have on 
the suits filed by Government and on the launching of 
criminal proceedings against the A r m  or relevant 
individual in a court of law, particularly, when it is 
understood that investigation in seven cases have 
almost been finalised. 

(i i i)  Whether the r uirement of road rollers by the 3 indentors still hol s good and how far these road 
rollers to be supplied by the firm will meet require- 
ments, particularly in vim of the past experience of 
defective rollers supplied by the firm and the reported 
poor after sale-service. (Cf. Paras 4.7, 4.10 and 4.25 
of First Report--4th Lok Sabha) . 

( iv)  The implications of the acceptance of road rollers 
offered by the firm on the extension of the date of 
delivery of contracts, the recovery of interest charges 
(which worked out to Rs. 29 lakhs on 31.12.1966) for 
the advance retained by the firm and the recovery of 
damages on account of losses (actual or potential) 
suffered by the indentors on accounts of delayinon- 
supply of road rollers. 

(v )  Whether acceptance of the proposal may enable the 
firm to misrepresent the position either to the other 
Ministries of Government of India or to State Gov- 
ernments or Statutory,'autonomous authorities. 

(vi)  The resent Intrinsic value and the genuineness of R the s ares offered by the drnl as a security. 
(vii) an examination of the lien on the amount of Rs. 20 

lakhs for the purchase of shares out of Rs. 50 lakhs 
advanced by the company in advance of the allotment 
of the same by Assam Sillimanite Limited. 

(viii) Whether the flrm will be in a positian to f a  their 
promise to supply mad rollers in the light of their 
past pexformance. 

(ix) Its impact on the q u e s t  made by the Arm for 
mission to purchase shares af the Indo-Burma Gx oleum Co. Ltd. at a time when the firm have not 

paid back the advance of Rn 1.85 mores urrputhorisedlly 
drawn by them and ;irrterest aerw~n either in cash 
or by the supply of road rollemW 

P-ph 1.36) 



"1.M. The Co?mmltke also 0nd that in a latkr date@ 4th 
November, 1967, to the Minister of Supplies, HIS. UPCC 
Pvt. Ltd. state inter alia as under : 
"Additball , from Rs. 50.00 lakhs advanced b UPCC 

Pvt ~ t k  to Assam Sillimanite Ltd, for the 
Refractory Project, UPCC Pvt. LM. expecb k get 
shares at least to the extent of Rs. 20.00 lakbrr." 

"1.31. The Committee consider that Government Lave not 
carried out a thorou h investigation into the manner in 8. which UPCC (Pvt.) M. have dteposed of an mount  of 
Rs. 1.85 crores received by them as advance. It is all 'the 
more disturbing that when the firm a roached OaveM1- 
ment on more than one occasion with o k& rs of sham of 
their allied or subsidiary companieg as security or with 
the request to pernirt them to purchase shares of Indo- 
Burma Petroleum Co. Ltd., Government did not question 
them closely about thc source of their funds." 

"1.32. In view of these facts the Committee are not Pble to 
appreciate the plea that the UPCC (Pvt.) Ltd. do not 
have enough liquid assets to pay back the advance of 
Rs. 1.85 crores (together with Interest thereon) which has 
been retained by them in an unauthorised manner with- 
out duly delivering road rollers." 

In their reply to Paragraph 1.87 (S. No. 7), the Department of 
Supply stated : 

1.25. The comments of thc Department of Company Affairs who 
have examined this matter are reproduced below : 

"On the request of the Ikpartment of Su ply, an irmnediate 
ins ectim of account books and rec & of UPCC (Pvt.) 
~ t k  was taken up under Section 209 (4) of the Companies 
Act, 1956.. . .. It would also appear.. . . . . that the account 
books of the Company made available for inspection were 
not corn lete and nu audited balance skeet is available 
after 1 & 5. I t  would, therefore, be appreciated that in 
the absence of conipletc and up-to-date books it is not 
possible for thc Department of Corn 
ascertarn as to haw the amount of Rs. 1. rY erores An.i, had been to 
&posed by UPCC (Pvt.) Ltd. However, the available 
details have already been furnished to the Department of 
Supply." 

"At page 79 of the Report under the headin 'action taken by 
Government', it is mentioned that they have 9 so received three 
reports from the Department of Company Affairs: on the uee ts  of 
the &m. These reports cover the period up to 31.12.85 The 
Department of Company ARain could not compile the%ncid 

ion of tm corn anicts for 1966 and 196?, as the accounts = of both MIS. d (FW.) Ltd., and MIS. Agrind Fabricatioru 
have not 'bsren corn ietdy written after December I-, and tht 
ublished baiance Jets are only up to ~etoba. 1965 in the oue of bs. Agrhd FaMc~tions and up to 31.12.65 in Uu c u e  of VPCC 
(Fvt.) Ltd." 



"Necessar action for prosecution in respect of defaults for non- 
Allin of b d n c e  sheet as at 31.12.66 has already been initiated by d the egistrar of Companies." 

"The com lete and up-to-date account books and records of tha 
partnership f!rm were also not made available for ascertaining the 
use of funds by the artnership firm said to have been advanced by 
the UPCC (Pvt.) ~tf;." 

"In the absence of books of accounts and Balance sheets, for 
subse uent years to those ending on 31.12.1966 and 31.12.1967, it is 
difficu 'I t to ascertain the requisite information." 

1.26. In their reply dated the 1st March, 1969, the Department of 
Company Affairs have stated the following position regarding prose- 
cution in respect of the defaults for non-filing of balance sheets by 
the Arm: 

"The Registrar has informed that in the case of UPCC (Pvt.) 
Ltd. prosecution in respect of defaults for non-filing of 
balance sheets as at  31st December, 1966 was launched 
on 19th June, 1968. 

The defaults reported by the Registrar of Companies, 
Calcutta in respect of UPCC (Pvt.) Ltd. were under 
section 210(5) and 220(3) of the Companies Act, 1956, in 
respect of its balance sheet as at 31.12.66. 
In the case of Agrind Fabrication Ltd. also the defaults 
committed by the Company were under the provision of 
section 210(5) and 220 (3) of the Act for its balance sheet 
as at 30th September, 1966." 

"The prosecution case [UPCC (Pvt.) Ltd.] is still pending 
with the court and the next date of hearing has been fixed 
on 26th February, 1969. Further the Com any has gone 
into liquidation b Hon'ble High Court's 0 i f '  er dated 4.6.68 
and the Olficisl Liquidator has been appointed as Liqui- 
dator of he Company." 

The copany (Agrind Fabrications Ltd.) filed its last 
Sheet as at 30-9-1965 and Annual Return made upto 
31-3-1967. But due to the default in filing its Balance Sheet 
as at 30-9-1966, the complaints were filed under Section 
210(5) and 220(3) of the Act. The court convicted and fined 
the company and its directors [except one S h n  T. hlitra 
who was relieved under Section 633(1)] and Manager and 
the Court also directed under Section 614(A) to file the 
said Balance Sheet by 33.10.68. As the time granted by 
the Court to file the Balance Sheet as on 30.9.66 has 
expired the matter is being considered to proceed under 
Section 614(2) against the Directors etc. Further the 
Company has been odered to be wound up by the Hon'ble 
High Court on 4.6.68. However, it has been decided to 
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proceed for the Balance Sheet as on 30.9.67 and corres- 
ponding Annual Return against the directors of the 
company and the complaints have already been filed on 
12.12.68 but no date has yet been fixed by the Court for 
hearing." 

1.27. In their reply in respect of paragraphs 1.28 and 1.32 (S. Nos. 
8 and 11). the Departmcnt of Supply stated : 

"The Department of Company Affairs who were collsulted in 
the matter ha\-e in their con~munication received in this 
Department on 246.68 have remarked that the observa- 
tions made in the above recommendation, arc factual and 
therefore. need no comment." 

(Paragraph 1.28) 

"The Department of Company AfTairs who \\.ere consulted in 
the matter. have in their con~munication received in 
this Departmcnt on 24.6.1968, offerd t he following 
comments : 
"In the absence of the up-to-date account books and records 

of UPCC (Pvt.) Ltd.. it is not possible for the Depart- 
ment of Company Affairs to ascertain the liquid assets 
of the company to verify whether the company can pay 
back the advanced of Rs. 1.85 crorcs." 

(Paragraph 1.32) 

The Colnmittec had desired to hc furnished with the information 
on the following points : 

t i )  "Whether any scrutiny has been carried out of the accounts 
of thc company as available for checking the whereabouts 
of the amount drawn by the company from Government 
and its capacity to repay the moneys." 

( i i )  "Whether thc Central Bureau of Investigation has looked 
into this aspect of the caw. If not, Government may 
csamine the question of asking the Central Bureau of 
Investigatton to look into this aspect." 

1.22. In their reply dated the 24th February. 1%9. the Department 
of C c m p a n  aft'airs stated : 

(i) "This Department carriod out an inspection of the account 
books and records that were made available by the Com- 
pany under Section 209(4) of Companies Act, 1966 and 
furnished copies of the inspection reports to the Depart- 
ment of Supply for necessary action. Details of loans and 
advances compiled as per available records, were mentioned 
at pages 8 to 12 of the said report." 
"It was also noticed during the course of the inspection 
that the accounts books made available for inspection were 
not complete and no audited balance sheet later then 1965, 



had been made available. I t  would, therefore, be ap re- 
ciated that in the absence of complete and u p - d t e  
accounts books and records, it bas not been possible far the 
Department of Company AtTairs to  ascertain as to  how he  
amount of Rs. 1.85 crores had been utilised by UPCC (Pvt.) 
Ltd., but the available details (as in  1965) have already 
bccn furnished to the Department of Supply as  mentioned 
above. It  map be reiterated that in  the absence of upto-  
date account books and records of UPCC (Pvt.) Ltd., i t  is 
not possible for this Department to ascertain the present 
position of the liquid and other assets of the company and 
its capacity to repay the Government moneys." 

( i i )  "The Department of Supply may examine this aspect in  
consultation with the Central Bureau of Investigation 
and do the needful in the matter." 

1.39. In their reply to paragraph 1.29 and 1.31 (S. Nos 9 and 10) 
the Department of Economic Affairs stated: 

Subject to the provisions of Section 372 of the Companies Act 
1956, an Indian Company can purchase the shares of any 
other Indian company. where the holder of the shares in 
question is a non-resident, the purchase involves remittance 
of the purchase price in foreign exchange which requires 
the permission of the Reserve Bank of India. Before 
according permission for release and remittance of foreign 
exchange, the Reserve Bank of India has to consider whether 
the outgo of such foreign exchange would serve any useful 
purpose and tvould be in the overall national interest. I t  
has also to ensure. that the purchase value of the shares 
belonging to an  non-resident is reasonable and is not 
unnecessarily inflated so that on1 y the essential expenditure 
of foreign exchange is permitted. If the number of shares 
in\volved is small and does not effect transfer of controlling 
intcrcsts i i i ~ d  thv share is quoted on the recognised stock 
csc.hanges. thc Reserve Bank of India does not have much 
difliculty in nsscssing thc reasonableness of the purchase 
pricc. I t  is only when the shares of a company are not 
quoted on the stock Exchanges or where the purchase of 
shares involves transfer of controlling interests that the 
reasonableness of the price is examined by the Bank after 
getting s certificate of share valuations from the Auditors 
of the company and in  consultation with the Ministry of 
Finance, Department of Economic Affairs. Thus the role. 
of the Dqmrtment of Economic Affairs is ordinarily limited 
to the  assessment of the reasonableness of the share valua- 
tion. It  is not usual for the Reserve Bank of Indiafthe 
Department of Economic Affairs to enquire into the sowe 
of funds with which the shares are  proposed to be 
purchased; nor does it appear to be within the jurisdiction 
of the Foreign Exchange Regulation Act. 

However, when the Ministry of Works, Housing and 
Supply brought thc facts of the overdrawal by the Com- 
pany of Inrge funds from Government. these were brought 



to the notice of the Reserve Bank of India. In 
the Reserve Bank of India finally rejected the 

the Indo-Burma Petroleum Co. Ltd. 
of the company for permission to purchase 

rep1 to paragraphs 1.29-1.31 (S. Nos. 9 and 10) the 
Department of Supp r y have stated : 

"An action taken note dated 23.12.68 has been forwarded by 
the Ministry of Finance (Department of Economic Mairs) 
to the Lok Sabha Secretariat in respect of S. No. 9 (Para 
1.29) and S. No. 10 (Para 1.31 exce ting the first sentence 
of this Para). This Department, t \ erefore, is concerned 
with S. No. 10 (Para 1.30) and first sentence of S. No. 10 
(Para 1.31). 

Para 130 of S. No. 10, indicates the factual position on 
which no comments are evidently necessary. As regards 
the observations of the Committee in the first sentence of 
Para 1.31, the position has been explained in this Depart- 
ment's action taken note in respect of S. No. 7 Appendix- V 
of the PAC's 28th Report (Fourth Lok Sabha) forwarded 
to the Lok Sabha Secretariat." 

1.31. The Committee had desired to be furnished with the infor- 
mation on the following points : 

(i) Date when the Ministry of Works, Housing and Supply 
brought the fact of overdrawal by the compan of large 
funds from Government to the notice of the dinistry of 
Finance. 

(ii) Whether this was not noticed by Associate Finance of 
Ministry of Works, Housin~ and Supply, if sol what action 
they took, and what standng arrangements there are for 
Associate Finance to bring matters of this nature to the 
notice of Main Finance. 

1.32. In a communication dated 12th March. 1969, the Department 
of Economic AfFairs have stated : 

"The facts of overdrawal by the company of large funds from 
Government were first brought to the notice of this Depart- 
ment in the Ministry of Supply, Technical Develo ment 
and Material Planning (Department of Supply and TF' echni- 
cal Development) Secret D.O. letter No. 58 (3) /66-PI (11) , 
dated 26/28th December, 1966 to Additional Secretary 
(Shri S. S. Shiralkar). Suiable instructions were then 
issued to the Reserve Bank of lndia in Director (Invest- 
ment) (Shri M. K. Venkatachalams) D.O. letter No. 429' 
67-EF(lnv), dated 13/19th January. 1967 to Shri V. A. Ran, 
Exchange Control Department, Central Office, Reserve 
Bank of India, Bombay." 

1.33. At a meetin held on 27th June, 1967, the representative of 
the firm was apecia d y asked to file an amdavit about their assets but 
--a ------ -.-- -----.- ---- --- --- 



this was not followed u The Committee made the following ohser- 
vation in paragraph 1. 8 : 

"The Committee consider that Government should have pre8seci 
the Ann to file a affidavit of heir assets so that they had 
a clear picture of their assets in order to canpel the Arm 
to return the advance of Rs. 1.85 crores unauthorisedly 
retained by it." I 

1.34. In their reply dated the 31-1-1969, the Department of Supply 
stated : 

"The matter has been considered in consultation with the 
Ministry of Law and the Government Counsel who have 
advised on 6.7.68 and 8.7.68 that in view of the various 
proceediligs pending in the Courts, it would not be practi- 
cable to obtain an affidavit from the firm as s u g g d  by 
the Committee. 

1.35. The Committee consider that it is of the utmost importance 
to ascertain how tbe amount of Bs. 1.85 crores overdrawn fraudulently 
by the firm has been disposed of by them. Tbe Committee suggest 
that Government should use all available agencies including the 
Central Bureau of Investigation to thoroughly probe into the matter. 

1.36. The Committee stress that investigations should be follow- 
ed up by necessary action so as to recover as much as possible of the 
amount fraudulently overdrawn by the flnn. 

137. The Committee consider that as soon as it came to the notice 
of the Department of Supply that huge amounts had beem overdrawn 
fraudulently by M'. U.P.C.C., the Department should have b q h t  
this to the notice of the Department of Economic AtEairs in parti- 
cular and other Ministries; Departments. This would have enabled 
the Department of Economic Ahirs and other Government depart- 
ments to process all pending matters pertaining to MIS. U.P.C.C. 
(Pvt) Ltd. in the light of these known facts, 

Pefotmance of the firin in respect of other stores-Paragraphs 2.52- 
2.53 (S. NOS. 31-32) 

1.38. In paragraphs 2.49-2.53, the Committee had referred to the 
unsatisfactory performance of M/s. UPCC (Pvt.) Ltd. regarding 
orders placed for stores other than Road Rollers. The Committee 
made the following observations in paragraphs 2.52 and 2.53 : 

"The Committee note that the project Directorate have reported 
that out of 23 cases where orders had been placed on M/s. 
UPCC Ltd.. there are 4 cases as mentioned abwe which 
smack of fraudulent dealings of the Ann and which were 
referred to the Central Bureau of Investigation for investi- 
gation in June and September, 1967. The Committee desire 
that the Central Bureau of Investigation should complete 
their investigation of these cases expeditiously." 

'The Committee would like the Department of Su y to 
ensure that, in the of offers placed bv other &to- 
rates where either the goods have not been supplied or 



other malpractices have been indulged in by M/s. UPCC 
and/or its others associate companies, the cases are referred 
to the Central Bureau of Investigation for investigation." 

1.39. In their reply dated 23-12-1968, .the Department of Supply 
have stated : 

"The observations of the PAC, were brought to the notice of 
all Purchase Directorates in the DGS&D with the instruc- 
tions to take immediate action in respect of cases which 
had to be referred to the Central Bureau of Investigation 
for investigation, in the light of this recommendation." 

1.40. As a result of review by all the Directorates, the position is 
as follows : 

1. Project Dte. have referred 4 cases for supply of stores other 
than Road Rollers to the C.B.I. for investigation. 

2. In one case for supply of Bitumen Distributor Tanks being 
dealt with Mechanical Engineering Dte. final notice has been 
given to the firm for completion of supply. This case has 
not been referred to the C.B.I., as they do not seem to have 
committed any criminal offence. 

3. Two cases for supply of spares for road rollers being pro- 
cessed by P&D Dte. have since been referred to the C.B.I. 
for investigation. 

A statement giving details of the acoresaid seven cases is attached. 
The Central Bureau of Investigation is being asked to expedite 
completion of their investigation in respect of the four cases referred 
to them in June and September, 1967 as desired by the Committee in 
para 2.52 of their recommendations." 

St.ztem?nt show in^ details of raws f i r  stores uthor than road rollers rcyorted t r  , 
C.B.1. -- ------ -- --- - -. -- - - - -. . 

A/T No. & Datc Storcs & Quantity Malpractice in brief & in Date o n  which rc- 
gmeral terms. ported to C..B.I. 

1 .- 3 - - -- 3 4 
project Directorate 
1. Proj./34001-P Draglinc Bucket with Stores which were orgin- 16-6-67 
631, date 12-9-63 attachments 4 Nos. nally to be delivered to 

consignee in Delhi were 
to be diverted to a con- 
signee in Punjab, Delhi 
consignee advised that 
stores might have been 
received by the consignee 
in Punjab. Dspitc re- 
minders n o  cply received 
from the Punjab consig- 
nee. It is suggested that 
the stores were not sup- 
plied but payment was 
obtained by the firm. 

1. Pro.i./307-308- Soil Stabilizers 25 It  is suspccted that the 28-6-1 967 
309-NJIIVPCCI Nos., the firm obtained poy- 
385 dt. 4-9-62 ment by quoting fictl- 

tious R/R No. and datc 
on their bill. 



-- ______.__.--L--- - - - - -  

1 2 3 4 
---- - ---_C--- 

3. Proj.13047-N Michigan Tractor I t  is suspected that the 
\A)/III/A/UPCC Dozer with attach- thc firm obtained pay- 
,11642, dated ments. 4 Nos. and riicnt for 3 sets of tyres 
25-9-1 963. with 4 sets (LC. 16 which they did not actu- 

Nos. of indigenous ally supply. 
tyres.) 

1. Proj.1311-313- Tractor Dozers 37 Onc No. Tractor taken back 21-9-1967. 
314-315-N/ Nos. back for repa'rs has not 
UPCC/373, dt. been returned by the 
21-8-1962 firm. 
M. E. Directorate 
5.  SV-1/257/3A- Bitumen Dsitributor Film have not crniplctcd On 2C--8-C8 a 

5A/lI1/69, dt. Tanks 5 Nos. supplies and 3 chassis n ~ t i c e  was givcn to 
27-2-1963. are lyingwith them. the firm for ccnl- 

pletion of supplies 
or return the 
chassis within the 
notice period. As 
no reply was 
rcceived from them 
prcsumahly due 
to their ha\ing 
gone into liquid- 
ation, the c a x  
has bee11 rckrr- ' 
ed t o  ~ h c  Miniar? 
of Law 011 32-1 1-68 
for thei~ advicc 
whcthcr the 3 ch:!+ 
>is, partly muunt- 
cct with Bitumen 
Tanks hy the 
firm uhich arc 
Government pro- 
perty, shr>uld 
he demandctl back 
from the Official 
Liquidalc~r in lhc 
smic condirim as 
rhczc \\ere ~ h c n  
given to thc t i ~ m  
clr alternati\cl>. 3 
chin1 fc>: K- 
cover? of Ils. 
1,03,843 .2O re- 
presenting thi' cost 
apid by 11,  ro 
thc supplier of 
rhe Chnsssix-5,s. 
Hindu3t:ln hlotcvs 
Ltd.. Cuieulta 
may bc filed 
with him. him. 
Ministry of Law's 
advice i, \ t i l l  
awaited. The 
case has nil1 let 
been referred to 
the C. B. . I .  as 
the firm d ~ d  not 
s ~ e m  to ~ ; L \ C  coni- 
mitted an! cri- 
minal offence. - 



- ---.I--------.-- 

1 2 3 4 --------- 
P. 6 T. Directorate 
6. SV-1/218/71/ Spares for Agrind Firm obtained 95 %.pay- 25-1 1-1968. 

1714/15-3-66/1I/ Moore Road Rollers. ment but the consignee 
Sparall77 dl. has stated that no spare 
3 1-5-66. parts tecieved uptil now. 

7.SV-2/2227/027Al Do. The firm obtained 950,; 14-11-1968. 
I J/S?arts/UPCCi payment without des- 
111856, dt. patching the stores. 
33-9-64. 

1.41. The Committee desire that the Central Bureau of Investiga- 
tion should expedite the investigation of the 6 cases (S. Nos. 1-4, 
(i and 7), 3 of which were referred to them as early as June, 1967. 
The Committee also desire that action against the firm in the case 
relating to Bitumen distributor should be finalised expeditiously irr 
consultation with the Ministry of Law. 



CHAPTER I1 
RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 

ACCEPTED BY GOVERNMENT 

It would also be appreciated that delays may lead to tampering 
with records, change of officers and directors and the dissipation of 
assets. If it is a question of coping with the volume of records in a 
case, the Central Bureau of Investigation should deploy the neces- 
sary staff for the purpose but in no case should important investiga- 
tion, be delayed. The Committee are not impressed with the reasons 
given by the Central Bureau of Investigation for the delay in com- 
pleting the investigation. 
[Sl. No. 4 (Para 1.10) of Appendix V of 28th Report (Fourth Lok 

Sabha) ] 

Action taken 

All possible steps have been taken to expedite the investigation. 
It may, however, be stated that all connected records required for 
purpose of investigation either from the accused firm or Director 
General Supplies and Disposals have been taken into custody by the 
Central Bureau of Investigation. There is thus no likelihood of 
tampering with records. As regards dissipation of assets, D.G.S&D. 
have already taken action to file suits for specific performance of the 
contracts and in lieu thereof for recovery of damages. Action has also 
been taken by them for attaching certain shares of the company and 
in  other concerns. 

Further information giving latest position. 
No change. 

Recommendation 
The Committee also desire that Government should examine how 

far the Central Bureau of Investigation is handicapped in the. investi- 
gation of such important cases due to lack of sufficient st& or 
authority. The Government may examine whether the Central 
Bureau of Investigation requires further strengthening to complete 
such investigation expeditiously. 
[Sl. No. 5 (Para 1.11) of Appendix V of the 28th Report (Fourth Lok 

Sahha) ] 

Action taken 
The Central Bureau of Investigation is not handicapped in the 

investigation of such cases due to lack of authority. Central Bureau 
of Investigation has also adequate number of posts of investigating 
officers sanctioned. Central Bureau of Investigation has, however, 



been experiencing great difficulty in filling up these posts. As persons 
wit.h adequate experience are needed they have necessarily to be 
drawn from State Cadres. This matter was examined recently and 
it was found that the posts of Investigating officers in the Central 
Bureau of Investigation are filled largely on deputation of Police 
Officers from the States. The State Governments are reluctant to 
release their first rate men and even their good second rate men, be- 
cause of their own expanding needs. To tide over these difficulties, it 
was felt that Central Burcau of Investigation should have a substan- 
tial proportion of its requirements by direct recruitments and to that 
oxtent bc less dependcnt on deputationists from State Governments. 
Recruitment rules have subsequently been amended to provide 
larger percentage of direct recruitment. 

Further information giving latest position 
No change. 

[Ministry of Home Affairs Lctter No. 326, 18 68-AVD/II 
dated 6-2-69] 

"The Committee find that the D.G.S.&.D's Ofice Order No. 141 
dated 26-11-1966 refers not only to para 261 of' thc Manual of OIficc 
Procedure for Supplies, Inspection and Disposals but also to earlicr 
Office Order No. 69 dated 24-5-1963 and OWce Order No. 152 dated 
22-11-1963 which enjoin that adequate security such as hypothecation 
deed and insurance cover/'Bank Guarantee should be obtained before 
authorising on account/progress payments, which are in the naturcx 
of payments in advance of despatch of stores covered by the 
contract." 
!Para 2.3 (S. No. 16 of Appendix V) of the 28th Report (4th Lok 

Sabha) ] 
Action taken 

Office Order No. 141, dated 26-11-1966 refers to Para 265 of the 
Manual of Office Procedure for Supplies, Inspection and Disposds. 
and not to para 261 of the Manual as mentioned in this rccommendn- 
tion. 

The observation made by the  P.A.C. in this recommcndation is 
a factual statement based on Office Orders :- 

1. No. 69, dated 24-5-1963, 
2. No. 152, dated 22-11-1963 and 
3. No. 141, dated 26-11-1966. 

Which lay down the procedure for obtaining adequate security 
before authorising payments in advance of despatch of stores. 

Ministry of Works. Housing and Supply Department of Supply 
NEW DELIHI; 
1fie 31st Januunl.  1969 
NO. PI-13 (1) 68 



Recommendation 
"While the Committee would not like to pursue this aspect 

further, they are not satisfied with the above explanation. The fact 
remains that the request of the firm regarding the withdrawal of 
discount of Rs. 250 per road roller was not examined by the Depart- 
ment of Supply and/or the Ministry of Finance in the light of the 
relaxation in  the terms of payment which had been agreed to by them 
i n  July, 1963, thus involving an  unintended concession to the firm 
of above Rs. 1900 per road roller at  4% discount earlier offered by 
the firm in their fifth request of April, 1961." 

'[Para 2.11 (S. No. 18 of Appendix V) of the 28th Report (4th Lok 
Sabha) ] 

Action taken 

Noted. 

Ministry of Works, Housing and Supply, Department of Supply 
NEW DELHI; 
December, 1968 
NO. PI-13 ( I ) ,  68 

"The Committee desire that remedial action should be taken in the 
light of these facts to ensure that complete papers are placed before 
the Department of Supply 'Ministry of Finance at the time of con- 
sideration of a request from a firm for grant of any concession in 
terms of payment or withdrawal of discount." 

iPara 2.12 (S. No. 19 of Appendix V) of 28th Report (Fourth Lok 
Sabha) ] 

Action taken 

Necessary instruction have since been issued by the Director 
General, Supplies and Disposals, vide Office Order No. 116 dated 20th 
September, 1968 (copy enclosed). A copy each of the undernoted two 
office orders issucd by D.G.S.&D. referred in Office Order No. 116 
dated 20-9-68 are also enclosed:- 

1. 0.0. No. 20 dated 9-2-68 regarding payment of cost of stores 
supplied against contracts placed by the DGS&D. 

2. 0.0. No. 83 dated 20-6-68 regarding Departure from thc 
Prescribed system of payment. 

Ministry of Works, Housing and Supply Department of Supply 
NEW DELHI; 
December. 1968 
NO. PI-13 (1) j68 



DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 
SECTION CDN-3 SECTION 

OFFICE ORDER NO. 116 Dated 20-9-1968. 

SUBJECT :-Departure from the prescribed system of payment. 
Attention is invited to Office Order No. 83, dated 20-6-1968 arnend- 

ing the existing para 265 of the DGS&D Manual on the recommenda- 
tions of the Public Accounts Committee. 

2. To enable the Co-ordination Supply Section to obtain the 
orders of the Department of Supply/Ministry of Finance in such 
cases of requests from firms for grant of any concession in terms of 
payment or withdrawal of discount, the Purchase Sections should 
ensure that complete papers are invariably submitted with the pro- 
posal in a self-contained note bringing out the full facts of the case, 
terms of the original offer, subsequent clauses, decisions thereon, the 
terms prcposed to be accepted with full justification therefore, etc. 

3. Para 2 of this Office Order may be added as a sub-para to 
para 265 of the DGS&D Manual as revised by Office Order No. 83, 
dated 20-6-1968. Consolidated Office Order No. 20, dated 9-2-1968 on 
payment procedure also stands amended to that extent. 

Sd/- 
Dy. Director (CS-I) 

Standard Distribution 
On File No. CDN-3/1(21) /II/67. 

Recommendation 
"The Committee note that Government propose to appoint a 

Deputy Director, Registration, in the office of the DGS&D who "would 
be fully qualified to examine, in a comprehensive manner, the capital 
structure of the companies, their balance sheets and profit and loss 
accounts and thus would be in a position to make a correct assessment 
of the financial soundness of the firm for registration purposes." The 
Committee also note that "in doubtful and complicated cases it is 
proposed to provide that the Ministry of Finance should be consulted 
in such matters." 
[Para 2.18 (S. No. 20 of Appendix V) of the 28th Report (4th Lok 

Sabha) ] 
"The Committee would like Govt. to review the position in the 

light of experience gained after one year. The Committee also desire 
that in the light of such a review, general principles should be laid 
down for determining the types of complicated and doubtful case, 
which would require prior consultation with the Ministry of Finance 
before registration of the firm." 

[Para 2.19 (S. No. 21 of Appendix V) of the 28th Report (4th Lok 
Sabha) ] 



Action taken 

The observation of the Public Accounts Committee has been 
noted. The services of a suitable officer have been obtained on de u- PP tation basis to man the post of Dy. Director (Ragistratlon) with e ect 
from the 8th August, 1968. In the light of the experience gained, after 
one year, general principles will also be laid down for determining 
the types of complicated and doubtful cases which would require 
prier consultation with the Ministry of Finance before registration of 
firms. 

Ministry of Works, Housing and Supply Department of Supply 
NEW DELHI; 
December, 1968 
NO. PI-13 (1) /68 

Recommendation 
"The Committee regret to note that, even though their report in 

this case was presented to the Lok Sabha on 4th August, 1967, the 
Department have not so far been able to issue an amendment to the 
Manual of Office Procedure for Supplies, Inspection and Disposals of 
the Director General of Supplies and Disposals. The Committee desire 
that such action should be taken forthwith to ensure that all cases 
which involve any departure from the standard terms of payment 
with substantial financial implications should be examined by the 
Financial Adviser concerned before final orders are passed." 
JPara 2.23 (S. No. 23 of Appendix V) of the 28th Report (4th Lok 

Sabha) ] 
Action taken 

Para 265 of the Manual of Office Procedure for Supplies, Inspec- 
tion and Disposals stipulates that if in any case, it is proposed to make 
a departure from the standard terms of payment, the orders of the 
DG(S&D) should be obtained through the Co-ordination Supplies 
Section, which will consult the C.P.8z.A.O. and obtain the orders of 
the Government where necessary. As a result of the recommendation 
made by the P.A.C. this para has been further amended to provide 
for approval of the Financial Advisor in cases of departure from tlie 
standard terms of payment. The revised para 265 of the Manual reads 
as under :- 

"If a departure from the standard system of payment is pro- 
posed in any case, the orders of the Director General 
(Supplies & Disposals) should be obtained through Co- 
ordination Supplies Section. This Section will consult the 
Chief Pay & Accounts Officer, Ministry of Works, Housing 
and Supply, and thereafter obtain the orders of the Gov- 
ernment of India. In all cases of departure from the 
standard terms of payment involving substantial financial 
repercussions, the cases will also be submitted to the 
Financial Adviser concerned before final orders are 
passed." 



Office Order No. 69 dated 24-5-63 and 0.0. NO. 152, dated 22-11-63: 
referred to in the recommendation relate to the subject "Payment 
procedure-'On account payment' in  respect of raw materials 
acquircd and paid for by fabricators-Dispensation with Indemnity 
Bond." 

Ministry of Works. Housing and Supply Department of Supply 
NEW DELHI; 
lfze 31st Jai lunry ,  1969. 
No. PI-13(1) 68 

Recommendation 
"The Committee find that the Director General of Supplies and' 

Disposals' instructions issued in their Office Memorandum No. 3(8); 
67-0&M, dated the 4th September, 1967, (referred to in Department 
of Supply's reply on S. No. 40 ibid) do not specifically cover short- 
comings in  the organisation in regard to dealing with the complaints 
of consignees. The Committee suggest that the D.G.S.&D., may devise 
3 procedure by which all serious complaints received from consignees 
are immediately brought to the notice of and also periodically 
reviewed by the senior officers of the organisation so as to ensure 
prompt and proper action." 
[Para 2.57 (S. No. 33 of Appendix V) of the 28th Report (4th Lok 

Sabha) ] 

"The Committee may be furnished with a copy of the com- 
prehensive instructions which may be issued by Government in the 
mztter." 
[Para 2.58 (S. No. 34 of Appendix V) of the 28th Report (4th Lok 

Sabha) ] 
Action taken 

Although some instructions on the subject exist, the DGS&D has 
been advised to devise a detailed procedure for dealing with com- 
plaints of the consignees and their periodical review by the Senior 
Officers of the Organisation to ensure prompt and proper action. 
Copies of the instructions issued will be furnished to the Comrnittec. 

No. PI-13(1) /68, datcd 27-12-1968. 

Further information required 
I t  has been stated that "The DGS&D has been advised to devise 

a detailed procedure for dealing with complaints of the consignees 
and their periodical review by the senior officers of the organisation 
to ensure prompt and proper action." 

Please state the progress made in devising the detailed procedure.. 
Reply of Government 

A copy of the instructions issued vide D.G.S.~E.D'~ U.O. No. CDN- 
311 (121) /II/68, dated 24-1 2-1968, is enclosed. 



Ministry of Foreign Trade & Supply (Deptt. of Supply) 

NEW DELHI; 
25th April, 1969. 
NO. 13(1)/68-PI(Vo1. 11). 

Copy of U.O. No. CDN-3/1(121), 11/68, dated 24-12-1968. from 
Directorate General of Supplies and Disposals, Section CDN-3, Kew 
Delhi-1, to Standard Distribution. 

SUBJECT :-Recommendation of the Puhlic Accou7~ls Committee- 
Serious complait~ts received from consignees-Procedure 
f o ~  dealing with. 

The Public Accounts Committee have recommended that all 
serious complaints received from consignees should immediately be  
brought to the notice of and also pcriodically reviewed by thc Senior 
Officers so as to ensure prompt and proper action. 

2. Complaints from the consignees generally fall under the follow- 
ing categories :- 

(i) delay in supply or non-receipt of stores for which advance 
payments were made to the firm: 

(ii) non-despatch of complete/correct stores as approved by the 
Inspector and for which advance payments were drawn by 
the firm. and 

(iii) claiming advance payments bv quoting wrong despatch 
particulars. 

3. All such complaints from and other malpractices, fraud etc. 
rcportcd by consignees should be inmedintely brought to the notice 
of the Directors of Supplies for instructions regarding the corrective 
action to be taken and for report to the higher authorities, D.G. 
Department of Supply. 

4. To ensure prompt and effective action on such complaints from 
consignees Directors of Supplies should maintain a Register in  the 
Directorates (in the proforma indicated in the attached Annexure) 
in which all such complaints should be entered up. This Register 
should be examined by them every fortnight to ensure that necessary 
follow-up action is being taken regularly. 

5. D.G. desires that the above instructions should be noted by all' 
concerned for strict compliance. 

Sd/- 
Director (O&M and CDhT), 



ANNEXURE 

Proforma for Register of Complaints from Consignees. 

S. A/T No. & Name of Letter No. & Natu~e . of Date of Re- Acticn 
No. Date Consignee Date of the Complamt v~cw taken 8; 

compla~nts under 
whose 
orders 

Reference :-Lok Sabha Secretariat O.M. No. 2/1/29/68/PAC, 
dated 14-1-1969. 

Recommendation 

"The Committee are surprised to note that, when the Negotiat- 
ing Committee finalised their negotiations about the increase in price 
of the road rollers supplied by the firm in September, 1965, the office 
of the D.G.S.8z.D. did not specifically bring to the notice of the Com- 
mittee the poor performance of the firm against the various A/Ts 
placed on them in the past. The Committee feel that the past per- 
formance of the various firms along with the quality of their road 
rollers should have been brought to the notice of the Negotiating 
Committee, so that the demand for an increase in price could have 
been examined in proper perspective. I t  is also strange to note that 
the Ministry of Finance did not enquire the working of the road 
rollers supplied by them, while agreeing to the increase in price of 
road rollers. 

{Para 3.94 (S. No. 28 of Appendix X) of 1st Report (4th Lok Sabha)] 

Action taken 

It was stated in this Department's action taken note dated 
23-3-1968 that the last portion of the above recommendation was 
being examined by the Ministry of Finance and that the Public 
Accounts Committee would be informed of the result in due course. 
The Ministry of Finance have since examined the matter and have 
furnished their comments as under :- 

"The observations made in para 3.94 of the Committee's 1st 
Report (4th Lok Sabha) relating to the Finance Ministry 
has been examined by us. The circumstances in which the 
proposal was considered in the Department of Supply in 
consultation with the Ministry of Finance were explained 
to the Public Accounts Committee at length by the 
Finance Ministry's representative as reproduced in para 
3.91 of the Report." 



2. The Supply Department's papers which came up for considera- 
tion were on the limited question of fixation of price only. This aspect 
of the matter was thoroughly examined by us from various financial 
angles. The performance of the suppliers against the previous con- 
tract, or about the working of the road rollers supplied by them was 
not touched upon in the papers that were referred to us. As the 
sources of supply of road rollers were limited and their entire pro- 
duction and distribution were controlled and kept under periodical 
review by the DGS&D, it appears that this aspect was not brought 
under consideration by the representatives of the Ministry of Supply 
or the Ministrv of Finance when considering the revision of price. 

3. In pursuance of the recommendations made in para 3.105 of the 
Committee's Report, the D.G.S.&.D. have since issued instructions 
-\Tide 1VIemorandum No. SCIB/45(8)/1/67, dated 8-9-1967 to all Pur- 
chase Ozcers to take a note of the Committee's recommendations. 
This will ensure that in future the performance of the supplier will 
invari;:hl.. he considered while reviewing revisionlincrease in prices." 

So. 13 (16) /67-PI: Vol. 11, dated 23rd November, 1968. 

Further information required . . 
Pleaw supply a copy of the instructions issued by the D.G.S.&D. 

~ i d e  their memorandum No. CSIB/45(8)/1/67 dated 8-9-1967. 
Reply of the Government 

A copy of the D.G.S.&D's Memorandum No. CSIB/45(8),/1 67, 
dated 2-9-1967. is enclosed. 

Mjnistry of Foreign Trade & Supply (Deptt. of Supply) 
-. 

New Delhi; 
25th April, 1969. 
NO. 13(1)/68-PI. 

Copy of Memorandum No. CSIB j45/45(8) /I/67, dated 8-9-1967, 
from Directorate General of Supplies and Disposals, New Delhi to 
all Purchase 0fficers;Sections. 
Sun.mc~:-Revision of payment terms after placement of contracts. 

A case has come to notice where the contracting firm came up 
for revision of payment terms after the placement of the contract. 
The contr-act provided the usual payment terms i.e. 90:; on proof 
of inspection and despatch and the balance 109; on receipt of stores 
by the consignee. The firm came forward with the plea that they 
could increase their production if payment was made on proof of 
Inspection, without waiting for proof of despatch. A decision was 
taken in that case that 90% payment should be made on proof of 
inspection, another 55; on proof of despatch and the balance 576 on 
receipt of stores by the consignee. I t  was also decided that the 
revised terms of payment should be valid for a period of 6 months in 
the first instance. But later the revised terms of payment as stated 
above were allowed to continue even after the initial period of 6 
months. While extending the period for allowing the liberalised 
L97LSS,'69-3 



terms of payment the question whether the promise given by the. 
firm ('i.e. they would increase the production) was matched by per- 
formance was not taken into account. The Public Accounts Com- 
mittee in their first report (4th Lok Sabha) have made the following, 
recommendation in regard to the above transaction :- 

"The procedure for considering cases of revision of purchase 
price should provide that the performance of the firm and 
of the stores supplied by it should be specifically examined 
so that while revising the price the performance aspect 
is not overlooked." 

All Purchase Officers/Sections arc requested to note the above 
instructions. 

Sd/- 
Dg. Di~ec ior  (CDIY Supplie.: I). 



RECOMMENDATIONS/OBSERVATIONS WHICH THE COM- 
MITTEE DO NOT DESIRE TO PURSUE IN VIEW OF THE 

REPLIES BY GOVERNMENT 

Recommendation 
The Committee would like to emphasise that as each A/T consti- 

tutes an agreement by itself, it should have been possible for the 
Central Bureau of Investigation to complete investigations in  respect 
of at least some A 'Ts and initiate prosecutions so that action could 
be taken without delay. 

[SI. KO. 3(Para 1.9) of Appendix V of 28th Report (Fourth Lok 
Sabha) 1 

Action taken 
In the early stages the investigation was taken up by the Central 

Bureau of Investigation on the lines suggested by the Committee but 
it was found that it would not be possible to establish criminal offence 
without investigating into other A Ts also as investigation disclosed 
that the Road Rollers bearing the same engine No. were put up for 
inspections twice on two different A T s  and 905; payment obtained 
and ultimately the Road Roller was despatched to a third party in 
another A T from whom 90', payment had already been obtained. 
Fora a proper and thorough investigation and making out a court 
case, the various A Ts have to be interlinked and from the investi- 
gation point of view the Road Rollers No. and Engine No. were taken 
as basis for establishing the case for criminal prosecution. 

~urther  information giving latest position. 

No Change. 



CHAPTER IV 

RECOMMEN DA?'IONS/OBSERVATIONS REPLlES TO WHICH 
HAVE NO?' BEEN ACCEPTED BY THE COMMITTEE WHICH 

RLQUIRE RE1 I ERATION 
Recommendation 

"The Committee regret that so far replies have been furnished by 
Government in respect of only 40 recommendations out of 67 and 
that the latest communications in respect of some of the vital recom- 
mendations were received as late as the beginning of this month. 
[Para I t  2 (S. No. 1 of Appendix V) of the 28th Report (4th Lok 

Sabha) 1 
Action taken 

The replies of the Government to  the remaining 27 recommenda- 
tions which involve vigilance aspects could not be sent as the matter 
is still under investigation and the relevant records are with C.B.I. 
The C.B.I. have been asked to expedite their investigation. 

Ministry of Foreign Trade & Supply (Deptt. of Supply) 
NEW DELHI; 
The 31st January. 1969. 
No. PI-13 (1) 68 

Recommendation 
The Committee are not happy with the progress made in the case 

by the Central Bureau of Investigation. Considering that the firm 
had drawn advances amounting to Rs. 1.85 crores, the case shoulc! 
have been investigated with the utmost expedition and finalised with- 
out delay. 
[Sl. No. 3 (Para 1.8) of Appendix V of 28th Report (Fourth Lolr 

Sabha) 1 
Action taken 

The investigation in this case has been conducted by the Central 
Bureau of Investigation with due expedition. But from the Investi- 
gation point of view, it is a very complicated and difficult case in- 
volving colossal work. It involved about 100 contracts and 900 Road 
Rollers. The fraud was spread over a period of three years. Docu- 
ments involved ran nearly to two lakhs. In respect of each contract 
corresponding records of the Directorate General of Supplies and 
Disposals, identors and consignees had to be obtained and scrutinised. 
The consignee witnesses who had to be traced and questioned spread - 
all over the country. A large number of Public servants and private 
persons who are involved as accused have to be questioned in detail. 
There was strike in the factories of M/s. U.P.C.C. and M/s. Agrind 
Fabrications. T+ employees, who form bulk of the witnesses in this 
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case, have gone out of Calcutta in search of new jobs. It took con- 
siderable time to ascertain their whereabouts and examine them. 
There was also difficulty in locating the Road Rollers which are kept 
stationed at various parts of the country. They had to be inspected 
and panchnama prepared at the places where they were located. The 
investigation was complicated as each Road Roller was connected 
with two or three Accepted Tenders and it was very difficult to inter- 
link the A/Ts. Expert opinion had also to be obtained on the tamper- 
ing of the Engine Numbers. All these factors contributed to the time 
taken in the investigation of the case. 

Investigation in respect of 23 instances is complete. The Legal 
Officers who were consulted by Central Bureau of Investigation have 
suggested further investigation on a number of points so as to make 
a single good conspiracy case. This is being complied with now and 
charge sheet will be filed shortly. 

As regards the misconduct cn the part of the officers, an interim 
report giving the result of enquiries has been submitted to Direc- 
torate General of Supplies and Disposals authorities in respect of 
10 senior officers and further report will be submitted as soon as final 
decision is taken. 

Further information giving latest position. 
1095 Road Rolles were involved in this case as against 900 reported 

earlier. 

As suggested by Law officers of Central Bureau of Investigation, 
further investigation was taken up by Central Bureau of Investiga- 
tion and as a result of sustained investigation sufficient evidence was 
collected to establish that the Chairman and Directors of M/s. 
U.P.C.C. Private Ltd. in collusion with their subordinates, both of 
M,'s. U.P.C.C. Private Limited and M/s. Agrind Fabrications Ltd. 
(a sister concern) has conspired to defraud the Government by put- 
ting up the same Engine for inspection more than once and obtained 
90 per cent payment. In some cases bogus inspection notes were got 
signed by the Inspecting Staff without producing any road r d e r  
for inspection. After completing the investigation and obtaining the 
opinion of law officers of the Central Bureau of Investigation, it was 
decided to prosecute the following 17 accused undel section 120- 
B '420 IPC and 5(2) of the Prevention of Corruption Act. Section 420. 
4774 IPC and 5(2) /5(1) (d) of Act I1 of 1947. 

1. Shri S. M. Wahi, Chairman and Director M/s. U.P.C.C. 
Private Ltd. 

2. Shri R. N. Wahi, Chief Executive and Director M s. U.P.C.C. 
Private Ltd. 

3. Shri R. M. Wahi. Director M/s. U.P.C.C. Private Ltd. 
4. Shri R. C. Malhotra. General Sales Manager, M/s U.P.C.C. 

Private Ltd. 
5. Shrj P.K. Mitra, Sales and Services Manager M/s. U.P.C.C. 

Private Ltd. 



6. Shri K. N. Srivastava, Accountant M/s. U.P.C.C. Private 
Ltd. 

7. Shri B. R. Joshi, Assistant Finance Manager, M/s. U.P.C.C. 
Private Ltd. 

8. Shri P. B. Pakrasi, Controller of Finance M/s. U.P.C.C. 
Private Ltd. 

9. Shri S. K. Sen Gupta, Manager, M/s Agrind Fabricaitons 
Ltd. 

10. Shri N. Roy, Superintendent, Sales and Service, M/s. 
Agrind Fabrications Ltd. 

11. Shri N. L. Mukherjee, Superintendent Assembling Depart- 
ment, M s. Agrind Fabrications Ltd. 

12. Shri R. N. Kar, Production Manager, M 's. Agrind Fabrica- 
tions Ltd. 

13. Shri T. Dass Gupta, General Foreman, M/s. Agrind Fabri- 
cations Ltd. 

14. Shri Khalil Ahmed, Foreman M,/s. Agrind Fabrications Ltd. 
15. Shri B. Guha Roy, Foreman M/s. Agrind Fabrications Ltd. 
16. Shri H. A. Romer, Inspection Officer, D.G.S.&D. 
17. Shri S. B. Dutta, Inspecting Officer, D.G.S.&D. 

After obtaining necessary sanction. a complaint (Chargesheet) has 
been filed against the above accused in the Court oi the Fourth 
Additional Special Judge, Calcutta on 27th August, 1968. The case is 
now pending trial. 

As further investigation has also shown that four more inspectin? 
Officers of Directorate General of Supplies and L)isposa!s were simi- 
lady involved in the above fraud, S.P's report along with the draft 
sanction order has been sent to the Ministry of Works, Housing and 
Supply in respect of one Inspecting OfKcer on 31st October, 1966 and 
to Ministry of Ini,~strial Development and Company Affairs in 
respect of the other in January, 1969 with a copy to Central Vigilance 
Commission requesting for sanction for prosecution of the Jnspecting 
Officers. Further action will be taken on receipt of the necessary 
sanction. 
!Ministry of Home Affairs Letter No. 226.18/68-AVD/l 1 dated 6-2-69] 

Recommendation 
"While the Committee note the Ministry's anxiety to recover the 

amount of about Rs. 2 crores unauthorisedly kept by the party, they 
cannot too strongly stress that, as Government are responsible for 
maintaining the highest traditions of integrity and public conduct, 
it is their loremost duty to ascertain whether any fraudulent practices 
liable to criminal proceedings have been committed and to spare 
no efforts to bring the guilty to book as a deterrent to others." 
[Para 1.119 (S. No. 6 of Appendix V) of the 28th Report (4th Lok 

Sabha) ] 



Action taken 
In order to ascertain whether any fraudulent practices were com- 

mitted and also to take action against those guilty of adopting such 
practices, the matter was reported for detailed and complete in~.esti- 
gations to the C.B.I. After completion of their investigations the CBI 
have since filed a complaint (charge-sheet) in  the court of the fudge, 
9th Additional Special Court, Calcutta, on 26-8-1968 against the 
Directors and employees of M/s. UPCC (P) Ltd., and the Govern- 
ment officials who were alleged to have adopted fraudulent practices 
in this case. A copy of the charge sheet is enclosed. 

No. PI-13(1)/68, dated 27-12-1968. 
Further information required 

I t  has been stated in para 20 of the complain (charge-sheet) filed 
in the court of Judge, 4th Additional Special Court, Calcutta that : 
"No sanction for prosecution of Shri H. A. Romer accused is neces- 
sary as this accused is no longer a public servant and he retired." 

Please state when the officer retired and why he was a1lov.-ed to 
retire ivithout taking due action against him. 

Reply of the Government 
Shri H. A. Romcr retired from service on the 2nd Xo\-e::lber. 

1967 I . )  on attaining the superannuation age o i  58 years .mdr:r 
F .R.  56(aj  vide Notification No. A-6/247(382) dated 24-11-67. (copy 
.enclosed). According to this rule, a Government servant retires from 
sei.\-jw 01, attaining the superannuation age of 58 years. 

Thew was no action which could be taken against Shri R u n , e r  a t  
the time he retired as the case pertaining to the supplv of road rol- 
lers by 33, s. UPCC (P) Ltd.. was still under investigation by the C.B.I. 
'I'1~t.r~ i , hc~\vever, nothing to prmcnt the C.B.I. from prost.c:;tinc 
' 3 1 - i  Romer cven after he has retired. 

Ministry of  Foreign Trade & Supply (Deptt. of Supply) 
Xex-  Delhi: 
35th -1uril. 1969. 
KO. l:J(l),'68-P1. 

COMPLAINT (Charge-sheet) 
111 ihe C o r , ~ t  of the Judge ,  4th A d d .  Spl. Court, Cnlc~itta 
State-Vs-I. Nr. S. M. Wahi. Chairman/Director, M/s. Uniteil Pro- 

vinces Commercial Corporation (P) Ltd., 6, Ganesh 
Chander Avenue, Calcutta. 

2. Mr. R. M. Wahi, Director M,ls. United Provinces Com- 
cia1 Corporation (P) Ltd., 6, Ganesh Chander Avenue, 
Calcutta. 



3. Mr. K. M. Wahi, Director, M/s. United Provinces Corn.- 
mercial Corporation (P) Ltd., 6, Ganesh Chander Avenue, 

Calcutta. 
4. Mr. R. C. Malhotra, General Sales Manager M/s. United 

Provinces Commercial Corporation (P) Ltd. 6. Z anesh 
Chander Avenue, Calcutta. 

5. Shri P. K. Mitra. Sales & Service Manager, M/s. United 
Provinces Commercial Corporation (P) Ltd. 6 ,  Ganesh 
Chander Avenue, Calcutta. 

6. Shri I<. L. Srivastava, Accountant, M/s. United Provinces 
Commercial Corporation, (P) Ltd.. 6, Ganesh Chander 
,\venue, Calcutta. 

'i. Shri B. R. Joshi, Asstt. Finance Manager, 1LT s. United 
Provinces Commercial Corporation (P) Ltd., 6.  Gmesh 
Chander Avenue Calcutta. 

8. Shri N. B. Pakrasi, Controller of Finance. 1% 5. United 
Provinces Commercial Corporation (P) Ltd. 6.  Ganesh 
Chander Avenue. Calcutta. 

a lolls 9. Shrl S .  K. Sen Gupta, Manager MIS. Agrind Fabric t '  
Ltd., Calcutta. 

10. Shri R. N. Boy, Superintendent Sales & Service Depart- 
ment. M/s. Agrind Fabrications Ltd., Calcutta. 

11. Shri R. N. Kar, Production Manager, M/s. Agrinci Fabri- 
cations Ltd.. Calcutta. 

12. Shri N. L. Mukherjec, Supdt. Assembly, M s. ?\grind 
Fabrications Ltd.. Calcutta. 

13. Shri T. Das, General Foreman, M/s. Agrind Fabrications 
Ltd., Calcutta. 

i4.  Shri Kbalil Ahmed, Foreman, M/s. Agrind Fabrications 
Ltd., Calcutta. 

35. Shri B. Guha Roy, Foreman, M/s. Agrind Fabrications 
Ltd., Calcutta. 

16. Shri H. A. Romer, Inspecting Oficer. Directorate of 
Inspection, Calcutta. 

17. Shri S. B. Datta, Inspecting Ofiicer, Directorate of 
Inspection, Calcutta. 

u S 
120 B.I.P.C. r, w 5(2) of Act I1 of 1947,5(2) r 'u- 5( l )  (d) of 

Act I1 of 1947 and Section 420 and 477 A.I.P.C. 
I. Shri K. N. Sural, Inspector of Police, Special Police Establish- 

ment. C.B.I., C.I.A. (I), New Delhi, most respectfully report as under : 
1. That M/. United Provinces Commercial Corporation was set 

up in 1945 as a firm with two partners namely S/Shri S. M. Wahi and 
P. M. Wahi, who are own brothers. The partnership was registered 
with the D.G.S.&D. as Agents and Distributors of certain items 
of xricultural equipment of foreign manufacture. 



2, That on 17-3-1965, the firm applied for registration as a supplier 
of road-rollers manufactured by Malcolm Moore of Australia. The  
firm's application was not accepted. They were told to advise their 
principals to get themselves registered with the D.G.S. & D., New 
Del hi. 

3. That Mis. Agrind Fabrications Ltd. was in2orporated on 
1-7-1965 as a Public Limited Company with the object to carry on  
the business of manufacturing in whole or  part, agricultural and 
industrial tractors of all types, agricultural implements, industrial 
machinery such as road-rollers compaction road-rollers, loaders, 
dozers etc. including assembly of associated equipments. The present 
business of the company includes manufacture of trailors, road-rollers 
and bitumen tankers. During the last few years, the company was 
mainly engaged in the production of road-rollers, which accountcd 
for more than 90!& of its total turnover. 

That a t  the time of incorporation the authorised capital of the 
company was Rs. 1,00,000 and this has since been increased to Rs. 1 
crores consisting of 75,000 ordinary shares of Rs. 100 each and 25,000 
cumulative preference shares of Rs. 100 each. The subscribed capital 
of thesompany has been increased from time to time. Upto June 
1959 the company allotted 651.1 ordinary shares of which 1.000 shares 
were allotted on 14-4-1956 to United Provinces Commercial Corpora- 
tion for consideration other than cash. Pursuant to an  agreement 
dated 16-4-1956 the company acquired the following assets from the 
United Provinces Commercial Corporation for which the above shares 
were allotted :- 

.- -- 
Rs. 

Plant & Machinery . . . . . . . . . . . . . . 30,180 
Tools & Iniplenients . . . . . . . . . . . . . . 27,C05 
Furniture and Oficc Appliances . . . . . . . . . . 5,76-F 

.. Motor Truchs. Tr~rcLs ctc. . . . . . . . . . . 27,750 
Factory shcd . . . . . . . . . . . .  9,360 

Rs. 1.00,OCO 

After June, 1959, the company had allotted the following shares 
for cash from time to time :- 

Date of allolnicnt Number cf sham To whcm allotted 

2,000 ordinary 

1.000 ordinar? 
2.500 ordinary 
1.400 ordinal! 
I .I60 ordinal) 
1.050 ordinal 1 
2,000 ordins1 ) 
350 PrcL 
250 Prei. 

.- 
United Provirces Cc n re~ci: i l  

Corporation (P) Ltd. 
Do. 
Do. 
D t ~ .  
Do. 
Do. 
Do. 

S. M. Wahi. 
P. M. Wabi. 



inspection of the Road-rollers and another 5 5  on proof of despatch 
and the balance 5% on receipt of stores by the consignee. The com- 
pany was informed of this decision by the Government vide 
D.G.S.&D. letter dated 15-7-1963. 

9. That as per general terms of the contract, M/s. U.P.C.C. (P) 
1,td. had to supply "Agrind/Moore" road-rollers 8/10 ton capacity 
irith Fordson Super/Major Diesel Engines 51.8 B.R.R. or Parkins 
P-4 Diesel Engine, Electric Starting adjustable scraps to wing attach- 
ments etc. These road-rollers were to be manufactured in the Factory 
of &!I s. Agrind Fabrication Ltd., Calcutta. The investigation has 
revealed that after completion of road-rollers in the factory of M/s., 
Agrind Fabrications Ltd. Calcutta, the same used to be inspected by 
the Inspecting Officers of D.G.S.&D., Calcutta and inspection notes 
were prepared and issued by them in favour of M/s. U.P.C.C. (PI 
Ltd. under a delivery challan for onward despatch to the respect~ve 
Rl/s Agrind Fabrication Ltd. used to supply the same to M/s. U.P.C.C. 
whom A/Ts. used to be placed by D.G.S.&D after inspection M/s. 
A ~ n n d  Fabrications Ltd. used to supply the same to M,'s. U.P.C.C. (P) 
Ltd. under a delivery chalan for onward despatch to the respective 
consignees. M/s. Agrind Fabrications Ltd. were prefering bills For 
the road-rollers manufactured and supplied and they used to receive 
the payment from U.P.C.C. (P) Ltd. All the delivery chdlans of 
X/s. Agrind Fabrications Ltd. were dulv entered in the receipt 
register of M/s. U.P.C.C. (P) Ltd. In respect of the road-rollers sup- 
phed by the manufacturing concern. 

M/s. P.C.C. (P) Ltd. used to import Fordson Super Major Diesel 
Agricultural Tractors from England, while MIS. Agrind Fabrication3 
Ltd. used to import Fordson Super Major Diesel Engines from 
England. 

10. That on receipt of a complaint from Shri N. K. Thandam, 
Dy. Director General, Supplies & Disposals, New Delhi, I - d e  his 
letter dated 25-11-66 alleging that M/s. U.P.C.C.(P) Ltd. and its 
management/employees and others had defrauded the Government of 
India to the tune of Rs. 2,16,64,800 by obtaining the said amounts on 
the basis of false and fictitious inspection notes issued by varioub 
Inspecting Officers, a Regular Case No. 22/66-CIA(I), New Delhi wsq 
registered and investigation was taken up. 

11. That as a result of the investigation it has been revealed that 
after accepting the aforesaid liberalised terms of payment on or about 
15th July, 1963, a criminal conspiracy came into existance amongst 
the Inspecting Officers S/Shri H. A. Romer and S. B. Dutt? of 
D.G.S.D. Office, Calcutta (Accused No. 16 and 17 respectively) and thc 
management/employees of M/s. U.P C.C. (P) Ltd. any M s. Agrind 
Fabrications Ltd. Calcutta (Accused No. 1 to 15) and others to com- 
mit or caused to be committed offences of criminal misconduct and 
cheating t h ~  Central Government viz. Pay & Accounts Officer. 
Calcutta, by dishonestly, fraudulently obtaining 90% payment on the  
cost of road-rollers to be supplied by M/s. U.P.C.C. (Pj Ltd. against 
various A/Ts. issued by D.G.S.&D.. new Delhi on the basjs of false 
and fictitious Inspection Notes issued bv the said Inspecting Officers. 

13,. That in pursuance of the said conspiracy and to advance its 
objec's the following modw opernndi was adopted in issuing false 



and fictitious inspection notes by S. B. Dutta and H. A. R ~ m e r  
accused :- 

(a) Mentioning the same engine number in two inspection 
notes showing the inspection of two road-rollers, when in 
fact no such road-rollers had been even manufactured,' 
assembled by M/s. Agrind Fabrications Ltd., Calcutta. 

(b) Mentioning the number of engines in the inspection notes 
showing the inspection of road-rollers even though the 
concerned engines had not reached the country from 
abroad on the dates mcntioned in the inspection notes. 

(c) Issuing of Inspection Notes showing the inspection of road- 
rollers with engines which engines were never supplied 
to M/s. Agrind Fabrications Ltd. by M, S. U.P.C.C. (P) Ltd. 
to assemble them with road-rollers and which were actual- 
ly sold to other parties as tractors by M/s. U.P.C.C. (P) 
Ltd. 

(d) Mentioning the bogus numbers of engines as well as road- 
rollers in the Inspection notes. 

13. That during the period of conspiracy, i.e. 15th July, 1963 tn 
Xovembcr, 1966 M/s. U.P.C.C. (P)  Ltd. had drawn 90', payment 
against 1095 road-rollers on the basis of various inspection notes 
issued by Shri S. B. Dutta, H. A. Romer and other Inspecting Officers 
of D.G.S.D., out of which 417 road-rollers were never supplied by 
the said company to the Government in respect of which Rs. 2,16,64.800 
had been claimed and received by the managements of the company 
dishonestly and fraudulently. 

14. That all material times Shri S. M. Wahi, accused No. 1, \vss 
Chairman of M/s U.P.C.C.(P) Ltd. and held the largest numbcr of 
shares of the Company. He is the main beneficiary in the proceed of 
the fraud committed in this case. He took prominent part in obtain- 
ing the liberalised terms of payment from the Government. Further 
he was Director of M/s. Agrind Fabrications Ltd. which company 
was manufacturing road-rollers. It has been established from the 
minutes book of M/s. Agrind Fabrications Ltd. that Shri S. M. Wahi 
attended the meetings of the Board of Directors on various occasions 
in which the position regarding the manufacture of road-rollers was 
reviewed. He was wen posted with the actual production of the road- 
rollers and the inspection of the same as carried out in the factory- 
premises. Financial schemes were prepared by him as fictitiolls 
inspection notes to be credited in the account of M/s. U.P.C.C. (P) 
Ltd. from where huge and substantial amoun were diverted to the 
accounts of M s U.P.C.C. (Partnership Concer 8 which was in the ex- 
clusivc Control of S .  M. Wahi on account of the other partner P. M. 
Wahi being insane. S.  M. Wahi being the chairman of M/s. U.P.C.C. 
(P) Ltd. used to supervise the financial a d  commercial aspects of 
the company and all the statements of accounts prepared in the 
office were submitted to him through the Accountant of the Companv 
Shri I<. L. Srivastava Accused. These statements included the expendi- 
ture and income with regard to road rollers sold to Government and 
against which the company were drawing 905b payments on proof of 
inspection. 



15. That Shri R. M. Wahi, Accused No. 2, as well as K. M. Wahi, 
Accused No. 3, were the active Directors of Mjs. U.P.C.C. (P) Ltd. 
and all the inspection of the road-rollers were being fraudulently 
changed before the inspection in the factory of M/s. Agrind Fabrica- 
tions Ltd. at  the instance and under the directions of the said two 
accused persons. 

16. That under the directions of S/Shri P. K. Mitra, Accused No. 5, 
R. M. Wahi and K. M. Wahi, Accused the inspection notes were typed 
by the witness Shri K. Krishnan in the office of M/s. U.P.C.C. (P) 
Ltd. which were only signed by the Inspecting Officers namely 
S/Shri S. B. Dutta and H. A. Romer, Accused. It has also been esta- 
bllshed that the engine Nos. from the invoice received in advance 
from abroad used to be intimated by the accused Shri P. K. Mitra. 
Sales & Service Manager, B. R. Joshi. Accused No. 7, Assistant Finan- 
cial Manager, R. C. Malhotra. Accused No. 4, General Sales Manager. 
t n  Shri R. N. Roy, accused No. 10 Superintendent Sales and Service, 
bl, s. Agrind Fabrications Ltd. and Shri N. L. Mukherjee, Accused 
KO. 12, Superintendent Assembly. M s. Agrind Fabrications Ltd. and 
also sometimes to Shri S. K. Sen Gupta, Accused No. 9, Manager of 
the said Inspecting Officers although the engines had not even been 
touched the shore of India. 

17. That S Shri T. Das Gupta. Accused No. 13, General Foreman. 
Khalil Ahmed A-14, and B. Guha Roy A-15, Foreman of MIS. Agrind 
Fabrications Ltd. prepared the Test Certificates on M's. Agrind 
Fabrications Ltd. giving falsc engine Nos. knowing or having reason 
to believe that the said engines had not been received in the factory 
from M IS. U.P.C.C. (P) Ltd. 

18. That Shri S. B. Dutta A-17. has issued about 100 inspection 
notes mentioning the engine Nos. of road-rollers therein when the 
said engines were neither in existence in the factory nor were they 
assembled with road-rollers. Similarly, Shri H. A. Romer A-6, has 
issaed 36 inspection notes which have been proved to .  be false and 
ficrious. 

19. That with a view to achieve the object of conspiracy, the 
accused persons had falsified the records namely production register. 
returns of M,'s. Agrind Fabrications Ltd. issue register of NI/s 
U.P.C.C. (P) Ltd. and various inspection notes in question. 

2O. That the-said acts of the accused persons constitute offences 
pxnishakle ~tnder section 120-B, I.P.C. r/w Section 5(2) of the Pre- 
vention of Corruption Act, 1947 (Act I1 of 1947) and 5(1) (d) r i w  
Section 5(2) of the said Act and Section 420/477A, IPC. 

Sanction order for prosecution of Shri S. B. Dutta, Inspecting 
OEcer, Office of the Directorate of Inspection, Calcutta by the comye- 
ter~t authority to remove him from service is attached herewith. No 
sanction for prosecution of Shri H. A. Romer accused is necessary 
as this accused is no longer a public servant and he retired. 

' 71 .  That accused No. 1, 9 and 10 had been arrested and released 
on bail. The bail bond of accused No. 1 has been filed in the court of 



C.P.W., Calcutta while the bail bonds of accused No. 9 and 10 are 
attached herewith. The rest of the accused have not been arrested so. 
far. 

32. That this case has been distributed to this Hon'ble Court under 
Government of West Bengal Judicial Department Notification 
Nu. 9292-5, dated 26-8-1968. 

I t  is prayed that necessary process may be issued against the 
acc~ised to stand their trial in this case. 

Sd /- K. N. SORAL 
Inspector of Police, 

C.B.I.. S.P.E., C.T.A. (I) ,  New Delhi. 
"In the complaint, it has been mentioned at para 21 that accused 

No. 1, 9 and 10 had been arrested and released on bail. Apart l'rom 
these three persons, Shri R. M. Wahi and K. NI. Wahi, Directors, 
M/'s. U.P.C.C. (Pvt.) Ltd. shown at Serial Nos. 2 and 3, had also been 
arrested and released on bail on 15-4-1967." 

Recommendation 

"The Committee had expected Government to redouble their 
efforts to ascertain how the amount of Rs. 1.85 crores taken as an 
advance by the firm had been disposed of. The Committee are dis- 
appointed to find that even now Government have no clear idea about 
the manner in which this amount has been disposed of by the firm." 
[Para 1.87 (S. No. 7 of Appendix V) of the 28th Report 4th L01i 

Sabhal 

Action taken 

The comments of the Department of Company Affairs who have 
examined this matter are reproduced below :- 

"On the request of the Department of Supply, an immediate 
inspection of account books and records of U.P.C.C. (Pvt.) 
Ltd., was taken up under Section 209(4) of the Companies 
Act, 1956. . . . . . I t  would also appear. . . . . . . . . . . . . .that the 
account books of the Company made available for inspec- 
tion were not complete and no audited balance sheet is 
available after 1965. I t  would, therefore, be appreciated 
that in the absence of complete and up-to-date books i t  is 
not possible for the Department of Company Affairs to 
ascertain as to how the amount of Rs. 1.85 crores had been 
disposed by U.P.C.C. (Pvt.) Ltd. However, the available 
details have already been furnished to the Deptt. of 
Supply. 

At page 79 of the report under the heading 'action taken by Gov- 
ernment' it is mentioned that they have also received three reports 
from the Department of Company Affairs on the assets of the firm. 
These reports cover the period upto 31-12-65 onlv. The Department 



of Company Affairs could not compile the financial position of the 
two companies for 1966 and 1967, as  the accounts books of both Mis. 
U.P.C.C. (Pvt.) Ltd., and M/s. Agrind Fabrications have not been 
completely written after December, 1965, and the published balance 
sheets are only upto October, 1965 in  the case of M/s. Agrind Fabri- 
cations and upto 31-12-65 in the case of U.P.C.C. (Pvt.) Ltd. 

rjecessary action for prosecution in respect of defaults for non- 
filling of balance sheet as a t  31-12-66 has already been initiated by 
the Registrar of Companies. 

The Complete and up-to-date account books and records of the 
partnership firm were also not made available for ascertaining the 
use of funds by the partnership firm said to have been advanced by 
the U.P.C.C. (Pvt.) Ltd." 

In the absence of books of accounts and Balance sheets. for  
subsequent years to those ending on 31-12-1966 and 31-12-1967. r t  is 
difficult to ascertain the requisite information. 

Ministry of W.H.S. (Deptt. of Supplh-) 
XEW DELH~. 
December. 1968.. 
SO. PI-13 (1) /68. 

No. F. 8(4) jBGTi68 
GOVERNMENT OF INDIA 

MINISTRY OF INDUSTRIAL DEVELOPMENT, 
INTERNAL TRADE AND COMPANY AFFAIRS 

DEPARTMENT OF COMPANY AFFAIRS 
Shasfri Bhavan, 5th Floor, ''A'' Wing, Dr. R. P. Road, 

New Delhi-1, the 1st Marciz. 1569. 

SUGJECT :-Action taken on the 28th Report of Public Acco~ints Corn- 
mittee (Fourth Lok Sabha) relating to Purchase of Road 
Rollers. 

In continuation of D.O. letter of even number dated the 29th 
January, 1969 to Shri Murgai, the undersigned is directed to famish 
the requisite information as  under :- 
:S. No. 7 : "It has been stated that Necessary action for prosecution 

in respect of defaults for non-filing of balance sheet as on 
31-12-1966 has already been intiated by the Registrar of 
Companies." 
(a) Please state :- 

(i) When the prosecution was launched 
The Registrar has informed that in  the case of U.P.C.C. Private 

Limited prosecution in  respect of defaults for non-filing of balance 
sheet as on 31st December, 1966 was launched on 19th June, 1968. 



(ii) The particulars of defaults by M/s. U.P.C.C. and M/s. &rind 
Fabrications. 

The defaults reported by the Registrar of Companies, Calcutta in 
respect of U.P.C.C. Pvt Ltd. were under section 210(5) and 220 (3) 
of the Companies Act, 1956, in respect of its balance sheet as a t  
31-12--1966. 

In case of Agrind Fabrications Limited also the defaults commit- 
ted by the Company were under the provision of section 210(5) and 
220(3) _of the Act for its balance sheet as at 30th September, 1966. 
(iii) the present position of prosecution. 
U.P.C.C. P V ~ .  Lta. 

The prosecution case is still pending with the Court and the next 
date of hearing has been fixed on 26th February, 1969. Further the 
Company has gone into liquidation by Hon'ble High Court's Order 
dated 4-6-68 and the Official Liquidator has been appointed as 
Liquidator of the company. 
The Agrind Fabrication Limited. 

The Company filed its last Balance Sheet as at 30-9-1965 and 
Annual Return made upto 31-3-1967. But due to the default in filing 
its Balance Sheet as at 30-9-1966, the complaints were filed under 
section 210 (5) and 220(3) of the Act. The court convicted and find 
the company and its directors (except one Shri T. Mitra who was 
relieved under section 633(1) and Manager and the Court also 
directed under section 614(A) to file the said Balance Sheet by 
23-10-1968. As the time granted by the Court to file the Balance Sheet 
as at 30-9-1966 has expired the matter is being considered to proceed 
under section 614(2) against the directors etc. Further the company 
has been ordered to be wound up by the Hon'ble High Court on 
4-6-1968. However, it has been decided to proceed for the Balance 
Sheet as on 30-9-1967 and corresponding Annual Return against the 
directors of the company and the complaints have already been filed 
on 12-12-1968 but no date has yet been fixed by the Court for hearing. 

(b) Please also state if any action has been taken against M/s. 
Parts Service (India) Limited. 

"The Company filed its last Annual Return made upto 30-9-1967 
and Balance Sheet as a t  31-12-1967. The directors of the company 
applied for relief under section 633(2) of the Act and on 13-8-68 Mr. 
Justice K. L. Roy granted the prayer made in the application but no 
time has been specified in the order in respect of filing of the Balance 
Sheet as on 31-3-1967. However, it has been mentioned in the order 
that the Registrar will have the right to levy Additional fees on the 
Balance Sheet. In respect of Balance Sheet as on 31-3-68 and Annual 
Return made upto 30-9-1968, the Registrar granted extension of time 
upto 30-11-68 to the Company to hold the Annual general meeting for 
the said year and the default action is being taken. Another petition 
under section 633(2) praying for relief for non-filing the Accounts for 
the year ending 31-3-1967 has been preferred before the Hon'ble High 
Court, Calcutta which stood adjourned till 17-2-1969. 
L27LSS/694 



i t  is requested that a suitable consolidated reply may be sent to 
the Lok Sabha Secretariat under intimation to this Department. 

This has also reference to D.O. Letter No. 13(1)/68-PI(ii) dated 
the 12-2-1968 from Shri A. K. Agarwal. 

This issues with the approval of the Joint Secretary. 
yours faithfully, 

Under S e c ~ . e t a ~ y  to the Government of: India. 

To 
Shri S. C. Murgai, 
Director of Supplies (S.D.) , 
D.G.S.&D. 
Ministry of Foreign Trade & Supply, 
NEW DELHI. 

Copy forwarded for information to the Luk Sabha Secretariat 
(P.A.C. Branch), Parliament House, New Delhi with reference to that 
Secretariat's O.M. No. 2j1/29/68/PAC dated the 14th January 1969 
and in continuation of this Department's endorsement of even num- 
ber dated the 12th Febrauary, 1969. 

Under Secretary to the Govermnent of India. 

Recommendation 
'The Committee find that in the last available balance sheet of 

U.P.C.C. (Pvt.) Ltd., for 1965, an amount of Rs. 1,08,172.56 has been 
shown in Schedule 'G' of the Report as having been given as loans 
and advances without any security other than the debtors' personal 
security. The Committee note that investigations carried out by the 
Department of Company Affairs show that over a crore of rupees 
had been transferred by U.P.C.C. (Pvt.) Ltd., to the earlier partner- 
ship firm." 

[Para 1.28 ( S .  No. 8 of Appendix V) of the 28th Report (4th Lok 
Sabha)l 

Action taken 
The Department of Company AfTairs who were consulted in  the 

matter have in their communication received in this Department on 
24-6-68 have remarked that the observations made in  the above 
recommendation, are factual and therefore, need no comment. 

Ministry of Works, Housing & Supply, (Department of Supply) 
No. PI-13 (1) 168. 
Dated, the, 23rd De.' 68. 



Recommendations 
A further clue to this is available in the U.P.C.C.'s original appli- 

cation and their subsequent letter of 1st March, 1968 pressing their 
request to be allowed to purchase shares of the Indo-Burma Petro- 
leum Company Limited which would involve a purchase price of 
Rs. 1,24,57,100 and a further sum of £ 50,000 on account of sale pro- 
ceeds to be transferred to the U.K. 
[Para 1.29, S. No. 9 of Appendix V of the 28th Report (4th Lok 

Sabha) 1 

The Committee consider that Government have not carried out a 
thorough investigation in to the manner in which U.S.C.C. (Pvt.) 
Ltd. have disposed of an amount of Rs. 1.85 crores received by them 
as advance. It is all the more disturbing that when the firm approach- 
ed Government on more than one occasion with oflers of shares of 
their allied or subsidiary companies as security or with the request to 
permit to purchase shares of Indo-Burma Petroleum Co. Ltd., Gov- 
ernment did not question them closely about the source of thei~. funds. 

[Para 1.31, S. No. 10 of Appendix V of the 28th Report (4th Lok 
Sabha) 1 

Action taken 
This Department is concerned only with item 9 and the under- 

line portion of item 10 as quoted above. As regards the first sentence 
of item 10, this would appear to be for the Ministry of Works, Hous- 
ing and Supply and the Central Bureau of Investigatfon. 

Subject to the provisions of Section 372 of the Companies .4ct 
1956, an Indian Company can purchase the shares of any other Indian 
company. Where the holder of the shares in question is a non-resident, 
the purchase involves remittance of the purchase price in foreign 
exchange which requires the permission of the Reserve Bank of 
India. Before according permission for release and remittance of 
foreign exchange, the Reserve Bank of India has to consider whether 
the outgo of such foreign exchange would serve any useful purpose 
and would be in the overall national interest. It has also to ensure 
that the purchase value of the shares belonging to a non-resident is 
reasonable and is not unnecessarily inflated so that only the essen- 
tial expenditure of foreign exchange is permitted. If the number of 
shares involved is small and does not effect transfer of controlling 
interests and the share is quoted on the recoqnised stock exchan,ges, 
the Reserve Bank of India does not have much difficulty in assessing 
the reasonableness of the purchase price. It is only when the shares 
of a company are not quoted on the Stock Exchanges or where the 
purchase of shares involves transfer of controlling interests that the 
reasonableness of the price is examined by the Bank after getting 
certificate of share valuations from the Auditors of the comDany and 
in consultation with the Ministry of Finance. Department of Eecono- 
rnic Mairs .  Thus the role of the D e ~ t t .  of Economic M a i r s  is 
ordinarily limited to the assessment of the reasonableness of the 
share valuation, It is not usual for the Reserve Bank of India/the 



Department of Economic Affairs to enquire into the source of funds 
with which the shares are proposed to be purchased; nor does it 
appear to be within the jurisdiction of the Foreign Exchange Regula- 
ti& Act. 

However, when the Ministry of Works, Housing and' Supply 
brought the facts of the overdrawal by the Company of large funds 
from Government, these were brought to the notice of the Reserve 
Bank of India. In any case, the Reserve Bank of India finally rejected 
the application of the company for permission to purchase theshares 
of the Indo-Burma Petroleum Co .Ltd. 
Dated 23-12-68. 
Ministry of Finance (Deptt. of E. Affairs) No. nil dt. nil (received on 

13-12-69) 
D.O. No. 5/123/68-EF(1nv) 

R. S. Mital 
Under Secretary 

New Delhi, the 12th March, 1969. 
Dear Shri Agarwal, 

Please refer to your endorsement No. 13(1)/68-PI, dated the 1st 
March, 1969 regarding information desired by Action Taken Sub- 
committee of the Public Accounts committee on the United Pro- 
vinces Commercial Corporation (P) Ltd.'s road rollers' case. The only 
information that we have in regard to S. Nos. 9 and 10 is that the 
facts of overdrawal by the company of large funds from Government 
were first brought to the notice of this Department in the Ministry of 
Supply and Technical Development & Material Planning (Deptt. of 
Supply and Technical Development) Secret D.O. letter No. 59(3) /66- 
PI(II), dated 26th/28th December, 1966 to Additional Secretary (Shri 
S. S. Shiralkar). Suitable instructions were then issued to the Reserve 
Bank of India in Director (Investment) (Shri M. K. Venkatachalam)'~ 
D.O. letter No. 429/67-EF (Inv), dated 13/19th January, 1967 to Shri 
V. A. Rao, Exchange Control Department, Central Office, Reserve 
Bank of India, Bombay. 

The above facts are already known to the Department of Supply 
and may, if desired, be utilised by them in the note that they may 
be preparing on the subject for the Lok Sabha Secretariat. 

A copy of this letter is being endorsed to Shri S. C. Murgai, 
Director (Special Duty), D.G.S.&D. and others. 

Yours sincerely, 
Shri A. K. Agarwal, 
Under Secretary, 
Deptt. of Supply, 
NEW DELHI. 
Copy forwarded to : 

1- Shri S. C. Murgai, Director (Special Duty), D.G.S.&D., New 
Delhi. 

2. Central Bureau of Investigation, New Delhi. 



3. Lok Sabha Secretariat. 
4. Ministry of Industrial Development, Internal Trade & Com- 

pany Affairs (Shri N. K. Sen Gupta, Dy. Secretary.) 
5. The Comptroller & Auditor General of India (Shri T. S. 

Anand Dy. Director-Report Central). 
6. The A. G., Commerce, Works & Misc. 

Copy also forwarded to the Budget Div. (Shri Manjit Singh, Under 
Secretary). Papers received with their U.O. No. 882-Budget 11, dated 
17th February, 1967 are also returned. 

Under Secretary to the Government of India 

Recommendations 
A further clue to this is available in the UPCC's original applica- 

tion and their subsequent letter of 1st March, 1968 pressing their 
request to be allowed to purchase shares of the Indo-Petroleum Com- 
pany Ltd., which would involve a purchase price of Rs. 1,24,57,100 
and a further sum of £ 50,000 on account of sale proceeds to the 
U.K. r! 
[S. No. 9 (Para 1.29) of Appendix V to 28th Report (4th Lok Sabha)] 

The Committee also find that in a letter dated 4th November, 1967 
to the Minister of Supplies, M/s. UPCC Pvt. Ltd. stated inter alia as 
under :- 

"Additionally, from Rs. 50.00 lakhs advanced by UPCC Pvt. Ltd., 
to Assam Sillimanie Ltd., for the Ramgarh Ragractory Project. 
UPCC Pvt. Ltd. expects to get shares at least to the extent of 
Rs. 20.00 lakhs." 
[S. No (Para 1.30) of Appendix V to 28th Report (4th Lok 

Sabha) 1 
The Committee consider that Governmen thave not carried out 

a thorough investigation into the manner in which UPCC (Pvt.) Ltd. 
have disposed of an amount of Rs. 1.85 crores received by them as 
advance. It is all the more disturbing that when the firm approached 
Government on more than one occasion with offers of shares of their 
allied or subsidiary companies as security or with the request to 
permit to purchase shares of Indo-Burma Petroleum Co. Ltd., Gov- 
ernment did not question them closely about the murce of their 
funds. 
[S. No. 10 (Para 1.31) of Appendix V to 28th Report (4th Lok 

Sabha) 1 
Action taken 

An action taken note dated 23-12-68 has been forwarded by the 
Ministry of Finance (Deptt. of Economic Affairs) to the Lok Sabha 
Secretariat in respect of S. No. 9 (Para 1.29) and S. No. 10 (Para 1.31 
excepting the Arst sentence of this Para). This Department, there- 
fore, is concerned with S. No. 10(Para 1.80) and first sentence of 
S. No. 10(Para 1.31). 



Para 1.30 of S. No. 10, indicates the factual position on which no 
comments are evidently necessary. As regards the observations of the 
Committee in the first sentence of Para 1.31, the position has been 
explained in this Department's action taken note in respect of 
S. No. 7 of Appendix V of the P.A.C.'s 28th Report (4th Lok Sabha) 
forwarded to the Lok Sabha Secretariat. (Advance copy sent to Lok 
Sabha Secretariat with Department's Memorandum No. PI-13(1) 168, 
dated 23-12-1968). 
Ministry of W.H.S. (Deptt. of Supply) No. PI-13(1)/68, dated 6-1-69. 

Recommendation 
In view of these facts the Committee are not able to appreciate 

the plea that the U.P.C.C. (Pvt.) Ltd., do not have enough liquid 
assets to pay back the advance of Rs. 1.85 crores (together with 
interest thereon) which have been retained by them in an unautho- 
rised manner without duly delivering road rollers. 
[Para 1.32 (S. No. 11 of Appendix V) of the 28th Report (4th Lok 

Sabha) l 

Action taken 
The Department of Company Affairs who were consulted in the 

matter, have in their communication received in this Department on 
24-6-1968, offered the following comments :- 

"In the absence of the up-to-date account books and records of 
U.P.C.C. (P) Ltd., it is not possible for the Department 
of Company Affairs to ascertain the liquid assets of the 
company to verify whether the company can pay back the 
advance of Rs. 1.85 crores." 

Ministry of W.H.S. (Dcptt. of Supply) No. PI-13(1)/68, dated 23-12-68. 
Immediate 

No. F. 8(4)/BGT/68 

MINISTRY OF INDUSTRY, INTERNAL TRADE AND 
COMPANY AFFAIRS 

DEPARTMENT OF COMPANY AFFAIRS 
Shast~i  Bhavan, 5th Floor, A Wing, Dr. R. P. Road. 

New Dellti-1, the 24th Feb. 1969. 
OFFICE MEMORANDUM 

SUBJECT :-Public Accounts Committee-Action taken on the 28th 
Report of the Public Accounts Committee (Fourth Lok 
Sabha). 

The undersigned is directed to refer to O.M. No. 2/1/29/68iPAC, 
dated 10th February, I969 from Lok Sabha Secretariat to the 



Ministry of Works, Housing & Supply (Department of Supply-Shri 
V. P. Gulati, Deputy Secretary), copy endorsed to this Department 
on the above subject and to give below the information called for 
therein pertaining to Recommendation at S. No. 11 of the 28th Report. 
It  is requested that a suitable reply may be sent to the Lok Sabha 
Secretariat with a copy thereof to this Department :- 

S. No. 11 

It has been stated by the Department of Company Affairs that in 
the absence of the up-to-date account books and records of U.P.C.C. 
Pvt. Ltd., it was not possible for the Department of Company Affairs 
to ascertain the liquid assets of the company to verify whether the 
company could pay back the advance of Rs. 1.85 crores. 

Please State : 
(i) Whether any scrutiny has been carried out of the accounts of 

the company as available for checking the where abouts of the amoulrt 
drrzwn bg the company from Government and its capacity to repug 
the moneys. 

This Department carried out an inspection of the account books 
and records that were made available by the company under section 
209(4) of Companies Act, 1956 and furnished copies of the inspection 
reports to the Department of supply for necessary action. Details of 
loans and advances compiled as per available records, were mentioned 
at pages8 to 12 of the said report. 

It was also noticed during the course of the inspection that the 
accounts books made available for inspection were not complete and 
no audited balance sheet later than 1965 had been made available. 
It would, therefore, be appreciated that in the absence of complete 
and up-to-date accounts books and records, it has not been possible 
for the Department of Company Affairs to ascertain as to how the 
amount of Rs. 1.85 crores had been utilised by U.P.C.C. Private 
Limited, but the available details (as in 1965) have already been 
furnished to the Department of Supply as mentioned above. It may 
be reiterated that in the absence oi up-to-date account books and 
records of U.P.C.C. Private Limited, it is not possible for this Depart- 
ment to ascertain the present position of the liquid and other assets 
of the company and its capacity to repay the Government moneys. 

(ii) Whether the Central Bureau of Investigation has looked into 
this aspect of the case. If not, Government may examine the question 
of asking the Central Bureau of Investigation to look into this aspect. 

The Department of Supply may examine this aspect in consulta- . tion with the Central Bureau of Investigation and do the needful in 
the matter. 



The Ministry of Foreign, Trade and Supply, 
Department of Supply (Shri V. P. Gulati, ' 

Deputy Secretary), 
NEW DELHI. 

No. F.8 (4) /BGT/68 

Copy together with a copy of extracts from pages 7 to 12 of the 
Inspection Report of U.P.C.C. forwarded for information to the h k  
Sabha Secretariat, Parliament House, New Delhi, with reference to 
that Secretariat endt. No. 2/1/29/68/PAC, dated the 10th February, 
1969. 

Deputy Secretary to the Government of India. 

Recommendation 

The Committee consider that Government should have pressed 
the firm to file an affidavit of their assets so that they had a clear 
picture of their assets in order to compel the firm to return the 
advance of Rs. 1.85 crores unauthorisedly retained by it. 
[Para 1.35 (S. No. 13 of ~ppendix  V) of the 28th Report (4th Lok 

Sabha) I 

Action taken 

The matter has been considered in consultation with the Ministry 
of Law and the Government Counsel who have advised on 6-7-68 & 
8-7-68 that in view of the various proceedings pending in the Courts, 
it would not be practicable to obtain an affidavit from the firm as 
suggested by the Committee. 

Ministry of Works, Housing & Supply, (Department of Supply) 
NO. PI-13(1) /68. Dt. 31-1-69. 

Recommendation 

The Committee note that the firm have offered to sup ly road 
rollers in instalments and that, as a token of their bona-&, they 
have submitted to Government shares of the aggregate face value of 
Rs. 20 lakhs rtaining to allied concerns held either in the name of 
the partners r ip concern (M/s. U.P.C.C.) or in the name of 
individual directors. The Committee note that the arrangement with 
the firm would cease to exist "as and when the interim injunctions 
in respect of blacklisting orders etc. were vacated b the Hish Court." I The Committee would not like to go into the detai ed implications of 
this proposal as they have no doubt that Government will take proper 
care to safeguard public interest. They would, however, like to 



sound a note of caution and to stress that, while taking a decision on 
the offer of the firm, the Government should keep in view the fo11sw- 
ing aspects of this case : - 

(i) The legal implications of the proposal made by the firm. 
(ii) The effect that such an arrangement would have on the 

suits filed by Government and on the launchin of criminal 6 proceedings against the firm or relevant in ividual in a 
court of law, particularly, when it is understood that 
investigation in seven cases have almost been finalised. 

(iii) Whether the requirement of road rollers by the indentors 
still holds good and how far these road rollers to be 
supplied by the firm will meet requirements, particularly 
in view of the past experience of defective rollers supplied 
by the firm and the reported poor after sale-service. (of 
Paras 4.7, 4.10 and 4.25 of First Report--4th Lok Sabha). 

(11.) The implications of the acceptance of road rollers offered 
by the firm on the extension of the date of delivery of 
contracts, the recovery of interest charges (which worked 
out to Rs. 29 lakhs on 31.12.1966) for the advance retained 
by the firm and the recovery of damages on account of 
losses (actual or potential) suffered by the indentors on 
acount of delay/non-supply of road rollers. 

(v) Whether acceptance of the pro osal may enable the firm 
to misrepresent the position eit ! er to the other Ministries 
of Gavernment of India or to State Governments or 
Statutory autonomous authorities. 

(vi) The present Intrinsic value and the genuiness of the shares 
offered by the firm as a security. 

(vii) An examination of the lien on the amount of Rs. 20 lakhs 
for the purchase of shares out of Rs. 50 lakhs advanced by 
the company in advance of the allotment of the same by 
Assam Sillimanite Limited. 

(viii) Whether the firm will be in a position to fulfil their 
promise to supply road rollers in the light of their past 
performance. 

(ix) Its impact on the request made by the firm for permission 
to purchase shares of the Indo-Bum Petroleum Co. LM. 
at a time when the firm have not paid back the advance 
of Rs. 1.85 crores unauthorisedly drawn by them and 
interest theron either in cash or b,y the supply of road 
rollers. 

[Para 1.36 (S. No. 14 of Appendix V) of the 28th Report (4th Lok 
Sabha) 1. 

Recommendation 
The Committee cannot too strongly stress that, in examining 

this proposal of M/s. U.P.C.C. in all its ramification, Govt. will make 
sure that not only will the firm in fact deliver the road rollers in 
accordance with their offer, but also that the right of the Govt. to 
L27LSS169- 



take criminal action as a result of the current investigations by the 
C.B.I. or any other Govt. agency is not fettered or prejudiced in any 
manner. 

[Para 1.37 (S. No. 15 of Appendix V) of the 28th Report (4th Lok 
Sabha) 1 

Action taken 

In pursuance of the obove recommendation, the proposed arrange- 
ment for the supply of outstanding road rollers in instalrnents by 
M/s. U.P.C.C. (P) Ltd. Calcutta on furnishing of certain securities 
and prescribed undertaking, was reviewed in all its aspect in a 
meeting held on 12th June, 1968 in which the representatives of the 
Ministry of Finance, Law, Deptt. of Company Affairs, C.B.I. and 
DGSdtD were associated. I t  was felt that in view of the inability of 
the Company to complete various preliminaries, the nature and 
intrinsic value of the securities offered and other relevant factors and 
also their omission to make the instalment monthly deliveries, Gov- 
ernment did not consider it in the public interest to proceed with the 
proposed arrangement with M/s. U.P.C.C. (P) Ltd. The Company 
was informed of the Government's intention not to proceed with a 
separate colateral arrangement with them vide the Department of 
Supply's l e w r  No. PI-12 (22) /67-Vo1,III dated 22nd June, 1968 (copy 
enclosed), and were, simultaneously advised that in case the Com- 
pany was in a position to make any supply of road rollers in satis- 
faction of any of the contracts of supply entered into with the 
Government, Govt. would be willing to accept supply of the same 
undef the orders of the Court, whenever a supply was relatable to 
any pending suits. In such a case, the Company was asked to offer 
the deliveries to the Director of Inspection, Calcutta who has also 
been given instructions to accept the same after due inspection 

Meanwhile, on application filed by certain other Creditors, the 
Calcutta High Court has passed orders for the winding up of the 
UPCC(P) Ltd., their allied concern, Agring Fabrications Ltd., and 
for the apointment of an official Liquidator for administering the 
assets of the two companies. Under Section 446 of the Companies 
Act, 1956, the suits already filed by Government in the Delhi High 
Court, cannot now be proceeded with against the company except 
under the orders of the Calcutta High Court, which passed the orders 
of liquidation. The matter is now being further examined in consul- 
tation with the Ministry of Law to pursue our claims against the 
company's liquidator. 

It may also be stated that other completion of investigations, the 
Central Bureau of Investigations have since filed, in the Court of the 
Judge, 4th Addl. Spl. Court, Calcutta, a complaint (charge-sheet) on 
26.8.68 against the Directors and employees of M/s. UPCC(P) Ltd. 
and the Government officials who were alleged to have adopted 
fraudulent practices in this case. 

Ministry of Works Housing and Supply. (Department of Supply). 
NO. PI-13(1)/68. Dt. 23-12-68. 



No. PI-14 (22) /67-V'il.111 
GOVERNMENT OF INDIA 

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

Nirman Bhavan, 
New DeEhi, the 22nd June, 1968. 

M/s. United Provinces Commercial Corporation Private 
Liimted, 
Marshall House, 
Hanuman Road, 
New Dellti-1. 

SUBJECT :-Supply of Road Rollers. 
Dear Sirs, 

Please refer to the correspondence resting with your letter No. 126 
dated May 21/24, 1968. 

2. In letter No. PI-14(22)/67 dated February 12/13, 1968, the 
Government expressed their willingness to accept supply of Road 
Rollers from your Company, of the quantities and as per the delivery 
schedule specified in that letter subject to the conditions that your 
Company furnishes security for due performance by the deposit of 
shares and by giving an undertaking as specified in the said letter. 
The arrangement was a spearate and independent arrangement which 
was apart from and without prejudice to the terms and conditions 
of the various contracts and to the contentions and pleadings of 
parties in proceedings before the Courts. However, it is noticed that 
although several months have elapsed, your Company has not 
supplied the Road Rollers as stipulated in the said letter. Nor has 
the Company complied with the conditions set out in paragraph 2 of 
the said letter. It is also understood that your Company is not in a 
position to supply any Road Rollers. In these circumstances the 
arrangement contemplated in the aforesaid letter dated February 
12/13, 1968 cannot be said to have come into operation. Even 
assuming that it had come into operation, you had committed breach 
thereof. In the circumstances, the Government have decided not to 
proceed with the same. 

3. In pursuance of the aforesaid letter you have deposited certain 
scripts purportin to be shares of the face value of Rs. 29 la&. As 
you are aware, t % ese were also the subject matter of the injunction 
order issued by the Delhi High Court inter-alia prohibiting your 
Company from transferring or dealing with these scrips or shares. 
The Honourable Hi h Court was pleased to allow the transfer of 
these shares to the kovernment with a view to enable you to enter 
into the contemplate arrangement. 



4. In view of the position stated in para 3 above these scrips and 
shares will have to be again brought within the urview of the 

taken in this regard. 
E aforesaid orders of injunction by the High Court. teps are being 

5. Without prejudice to what has been stated in the aforesaid 
paragraphs, you are informed that in case the Company is in a 
position to make any supplies of Road Rollers in satisfaction of any 
of the contracts of supply entered late with the Government, 
Government would be willing to accept supply of the same under the 
orders of the Honourable Court whenever a supply is relatable to 
any pending suit. In such a case the Company may kindly offer 
the deliveries to the Director of Inspection, Calcutta who has been 
given instructions to accept the same after due inspection. 

6. This is without prejudice to the terms and conditions of the 
various contracts and to the pleadings and contentions of parties in 
the proceedings pending before the Courts. 

Yours faithfully 
Under Secretarg to the Government of India, 

Copy forwarded to DGS&D, New Delhi, for taking further action 
immediately. Suitable instructions may also be issued to Director d 
Inspection, Calcutta, regarding undertaking inspection, and DS&D., 
Calcutta, regarding taking delivery of Road Rollers mentioned above, 
in the light of the above instructions. 

Sd '- 
Under Secretary to the Government of India, 

Recornmenda tion 

"The Committee note that the project Directorate have re rted 
that out of 23 cases where orders had been placed on M/s. %CC 
Ltd., there are 4 cases as mentioned above w.hich smack of fraudulent 
dealings of the firm and which were referred to the Central Bureau 
of Investigation for investigation in June and September, 1967. The 
Committee desire that the Central Bureau of Investigation should 
complete their investigation of these cases expeditiously." 
[Para 2.52 (S. No. 31 of Appendix V) of 28th Report (4th Lok 

Sabha) 1 
"The Committee would like the Department of Supply to ensure 

that, in the case of offers placed by other Directorates where either 
the goods have not been supplied or other malpractices have been 
indulged in by M/s. U.P.C.C. and/or its others associate companies, 
the cases are referred to the C.B.I. for investigation." 
[Para 2.53 (S. No. 32 of Appendix V) of 28th Report (4th Lok Sabha)].. 

Action taken 
The observations of the P.A.C., were brought to the notice of all 

Purchase Directorates in the D.G.S.&D with the instructions to take 
immediate action in respect of cases which had to be referred to the 
C.B.I. for investigation. in the light of this recommendation 



AS a result of review by all the Directorates, the position is as 
follows : - 

1. Project Dte. have referred 4 cases for supply of stores other 
than Road Rollers to the C.B.I. for investigation. 

2. In one case for supply of Bitumen Distributor Tanks being 
dealt with in Mechanical Engineering Dte. a final notice 
has been gvien to the firm for completion of supply. This 
case has not been referred to the C.B.I., as they do not seem 
to have committed any criminal offence. 

3. Two cases for supply of spares for road rollers being 
processed by P&D Dte. have since been referred l o  the 
C.B.I. for investigation. 

A statement giving details of the aforesaid seven cases is attached. 
The C.B.I. is being asked to expedite completion of their investiga- 
tion in respect of the four cases referred to them in June and 
September, 1967 as desired by the Committee in para 2.52 of their 
recommendations. 
Ministry of W.H.S. (Dcptt. of' Lab.) 
NEW DELHI; 
December, 1968.. 
NO. PI-13(1)/67. 

---------- - - 
A/T No. &date Storcs & Quantity Malpractice in brief & in Datc on which rc- 

general terms. prtcd to C. B. 1. ----- --- ----- 
Project Directorate 
7. Proj./34001-P/ DragIineBuche~ with Stores which were origi- 76-6-1967 

631 dated 12-9-63 attachments 4 Nos. nally 1.0 be . delivered 
to consignee In Delbi 
were to he. diverted 
to a constgnec in 
Punjab, Delhi coosignec 
advised that stores 
might have bccn receiv- 
cd by the consignee in 
Punjab. Despite rcmin- 
ders no reply recelved 
from thc Punjab consig- 
nee. It is suggested that 
the stores were not sup- 
plied but payment was 
obtained by the firm. 

2. Proj.1307-308- Soil Stabilizers 25 I t  is suspcctcd that thc 28-6- 1967 
309-N/I/UPCC/ Nos. firm obtained payment 
385 dt. 4-9-62. by quoting fictitious 

RIR No. and date on 
their bill. 

3. Proj.13047-N Michigan Tractor It is suspected that the 1 5-6-1967 
(A)/III/A/UPCC/ Dozer with attach- firm obtained payment 
11642 dated nlents. 4 Nos. & for 3 sets of tyre 
25-9-1963. with 4 sets.(i.e. 16 which rhey did not 

Nos. of ind~gen- actually supply. 
ous tyres.) - 



- 

M.E. Directorate 
4. Proj.1311-313- Tractor Dozers 37 

314-315-N/UPCC/ NOS. 
373 dated 
21-8-1962 

5. SV-1125713- Bitumen Distributor 
5A/III/69, dt. Tanks 5 Nos. 
27-2-1965 

P & D. Directorate 

On No. Tractor taken 21-9-1967 
back for repairs has not 
been returned by the 
film. 
Fim have not completed On 20-8-68 a notice 
supplies and 3 chassis a1 c was given to the 
lying with them. firm for ccmple- 

tion of supplies or. 
return the chassis 
within the notice 
period. As no reply 
was received frcni 
them, presumably 
due to thier hat- 
ing gone into liqui- 
dation, the casc has 
been referred to thc 
Ministry of Law 
on 23-11-1968 for 
their advice whe- 
ther the 3 chassis, 
partly mounted with 
Bitumen Tanks by 
the firm, which 
are the Govern- 
ment property, 
should be de- 
manded back 
from the Ofic~al 
Liquidator in the 
same condition as 
these were when 
given to  the firm 
or alternatively, a 
claim for rc- 
covery of Rs. 
1,03,843, ~ 2 0  re- 
presenting the cost 
paid by us to the 
supplier of the Ch- 
assis-Mls. Hindu- 
stan Motors Lid., 
Calcutta may be 
filled with him. 
Ministry of Law's 
advice is still 
awaited. The case 
has not yet been ref- 
erred to the C. B. I. 
as the firm d ~ d  not 
seem to have 
committed any 
criminal offence. 

6. SV-11218-711 
17l4/15-3-66/II/ 
Spares1177 dt. 
31-5-66 

7. SV-2/2227/027 
API/Spares/ 
UPCClII/856. 
dt. 23-9-64. 

Spares for Agrind Firm obtained 95 %pap- 25-1 l-Ig(8 
Moore Road Roll- ment but the consignee 
ers. has stated that no spare 

parts received uptill 
now. 

Do. The firm ob!ained 95 % 14-1 1-68 
payment w~thout des- 
patching the stores. 



Recommendation 
"The Committee also find from the replies of the Department of 

Supply in respect of the Recommendaitons contained in Paras 3.9 
3.72, 4.49, 4.75 to 4.78, 5.10-5.12, that the vigilance aspect/fixing of 
responsibility in 'these cases is under examination. The Committee 
desire that examination of these cases should be Analised without 
delay so that the persons found at fault do not escape disciplinary 
action." 
[Para 2.59. (S. No. 35 of Appendix V) of the 28th Report (4th Lok 

Sabha]] 
Action taken 

The disciplinary aspect will be examined as soon as the relevant 
records are made available by the Central Bureau of Investigation. 
Ministry of Works, Housing and Supply. 
NEW DELHI; 
December, 1968, 
NO. PI-13 (1) 168. 



CHAPTER V 
RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 

GOVERNMENT HAVE FURNISHED INTERIM REPLIES 
Recommendation 

"The Committee would like Government to take urgent steps to 
recover the amount." 
[Para 1.38 (S. No. 12 of Appendix V) of the 28th Report (4th Lok 

Sabha) 1 
Action taken 

Government have instituted 23 suits against 23 Acceptances of 
Tender in the Delhi High Court against the firm for specific perfom- 
mce of the .contracts and or recovery of the amount with interest 
thereon. The suits are being processed. 

2. Meanwhile, on applications filed by certain other Creditors, the 
Zalcutta High Court has passed orders for the winding up of the 
UPCC (P) Ltd., and their allied concern, A rind Fabrications Ltd., 8 and for the appointment of an official liqui ator for administering 
the assets of the two companies. Under Section 446 of the Companies 
Act, 1956, the suits already filed by Government in the Delhi High 
Court, cannot now be proceeded with against the company except 
under the orders of the Calcutta High Court, which passed the 
orders in liquidation. The matter is now being further examined 
in consultation with the Ministry of Law to pursue our claims 
against the company/liquidator. 
Ministry of Works, Housing and Supply (Department of Supply). 
NEW D ~ H I  
December, 1968; 
NO. PI-13 (1) /68. 

Recommendation 
"The Committee are of the view that, if the Chief Pav & Accounts 

Officer had been consulted as enjoined by para 265 of Manual of 
Office Procedure for Supplies, Inspection and Disposals and the 
principles outlined in office orders of 24.5.1963 ,and 22.11.1963 had 
been applied in this case, it should have been possible to safeguard 
Government's interests. The Committee desire that the failure in 
the above reopats should be investigated and action taken against 
the parties found at fault and report to the Committee." 
[Para 2.4 (S. No. 17 of Appendix V) of the 28th Report (4th Lok 

Sabha)] 
Action taken 

Para 265 of the Manual has since been amended as indicated in 
the Action Taken Note below Recommendation made in Para. 2.23 
(S. No. 23 of Appendix V). 
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Aa regards the omission on the part of the D.G.S.&D. in not 
consulting the Chief Pay & Accounts Officer before authorising 90% 
advance payment on proof of inspection and before despatch of 
stores as laid down in para 265 of the Manual, it may be mentioned 
that this aspect is already under investigation of the C.B.I., and 
further action will be taken on receipt of their report. 
Ministry of Works, Housing and Supply (Department of Supply) 
NEW D m ,  
31st January, 1969. 

Recommendation 
"As regards the placing of orders on unregistered firms, the 

Committee suggest that where it is pro sed. not to consult the 
Ministry of Finance, Government shoul S" obtain adequate security 
deposits to safeguard their interests. The Committee feel that 
where large orders of say Rs. 5 lakhs and above are placed on an 
unregistered firm it would be in Government's own interest to have 
the standing of the firm thoroughly checked in consultation with 
the Ministry of Finance." 
{Para 2.20 (S. No. 22 Appendix V) of the 28th Report (4th Lok 

Sabha) 1 
Action taken 

The matter is under examination and the Public Accounts 
Committee will be informed of the decision taken. 
Ministry of Works, Housing and Supply (Department of Supply). 
NEW DELHI 
December, 1968. 
NO. PI-13 (1) /68. 

Recommendation 
"The Committee note that Government are contemplating 

revision of the procedure to ensure that a supplier cannot get away 
with advance payment without actually despatching the complete 
goods after inspection. If the revision of the procedure is likely to 
take some more time, the Committee suggest that instructions should 
in the meantime be issued forthwith to all consignees to bring 
promptly all cases of short supplies to the notice of the Pay and 
Accounts Officer concerned for appropriate action." 
[Para 2.26 (S. No. 24 of Appendix V) of the 28th Report (4th Lok 

Sabha) 1 
Action taken 

Remedial measures against firms obtaining advance payments 
fraudulently are under the consideration of this Department. Mean- 
while, instructions have been issued to all Indenting Departments 



with the Department of Supply's O.M. No. PI-9 (9)/67, dated 11.4.1968 
(copy enclosed) that any shortages/discrepancies found in the 
stores received by the consignees should be reported promptly to 
the Pay and Accounts Officer concerned to enable him to withhold 
payment to the firm. 

No. PI-13 (1) /68, dated 27.12.1968. 
Further information required 

It has been stated that "Remedial measures against firms obtain- 
ing advance payments fraudulently are under consideration of this 
Department." 

Please state the decision taken in the matter. 

Reply of Government . . 
The matter is under active consideration in consultation with 

the Ministry of Railways, and the Chief Pay and Accounts Officer 
and the decision taken will be intimated to the Public Accounts 
Committee. 

Ministry of Works, Housing and Supply (Department of Supply). 
NEW DELHI; 
25th April, 1969. 
NO. PI-13 (1) /68. 

PI-9 (9) i67 
MINISTRY OF WORKS, HOUSING AND SUPPLY 

(DEPARTMENT OF SUPPLY) 
New Delhi, the 11th April 1968 

OFFICE MEMORANDUM 
SU~TECT :-Payment Procedure-Measures regarding for preventing 

unscrupulous fiTms from getting payments against 
BGS&D contracts by quoting fictitious/bogus Railwag 
Receipt numbers and date in their bills. 

The undersigned is directed to say that a number of cases have 
come to light where firms have misused the facility of 95%/98% 
advance payment payable against proof of despatch in respect of 
contracts placed by the DGS&D and have obtained such advance 
payments by quotin fictitious/bogus R/R No. and date in their 
bills without actu f ly despatching the stores. This facili of 
advance payment can similarly also be misused by firms by o 8 ering 
for Railway booking, stores other than the contracted & inspected 
stores or in quantities smaller than those shown on the Inspection 
notes & claimiing advance payment in their bills for the contraded 
stores or for the entire quantity shown on the Inspection Notes. 

2. This Departmen tis seized of the problem and various measures 
to check this practice on the part of firms are bein considered. 
While considering such preventive measures, it has f een felt that 



it will be desirable if the consignees report prompt1 to the Pay & 
Accounts Ofscer concerned any shortages or other &crepancies in 
the contracte"dtores to enable him to withold payment to the 
firm. 

3. Ministry of Defence etc. are accordingly requested to kindly 
issue suitable instructions to various consignees under their control 
to the effect that against contracts placed by the DGS&D on their 
behalf, they should promptly report to the P&AO concerned any 
cases of shortages/discrepancies found in the stores received by 
them. 

Sd/- 
Under Secreta~y to the Govt. of India 

To 
All MinistriWDepartments of the Govt. of India/Union 
Territories. 
All state Govts. 
All Public Sector Undertakings. 
DGS&D, New Delhi. 

Co@y to :- 
All sections in Dept. of Supply 
Guard File. 

Sd/- 
Under Secretar?, to the Govt. of India 

Recommendatian 
''It is obvious that not only was it incumbent on the office of the 

D.G.S.LD. to mark a copy of the A/T to the Progress Wing, but also 
on the Progress Wing to ensure that the stores were actually 
despatched, as the order was admittedly on an unregistered firnl. The 
Conlrnittee would like Government to investigate the matter further 
in the light of this and fix responsibility for failure to mark the A/Ts 
to the  Progress Wing." 
[Para 2.31 (S. No. 25 of Appendix V) of the 28th Report (4th Lok 

Sabha) I. 
Action taken 

The relevant records of the D.G.S.&D. are presently with the 
C.B.I. The circumstances in which a copy of the A/T was not 
endorsed to the Progress Wing will be examined. as soon as the 
relevant records are received back in the D.G.S.&D. The responsibi 
lity for default, if any, will also be fixed. 

Ministry of Works, Housing and Supply (Department of Supply). 
NEW DELHI, 
31st Januarp, 1969. 
No. PI-13 (1) /68. 



Recommendation 
"The Committee are not convinced by the Ministry's explanation 

that the fluctuactions in the monthly output of M/s. Agrind Fabri- 
cations are not of much significance and therefore did not attract 
the attention of the visiting Inspectors because they are used to such 
fluctuations". The real point is that the firm were expected to 
increase their production from 20 to 30 road rollers per month in 
view of the relaxed terms of payment, but verification of this increase 
which was imperative in the circumstances was not carried out by 
the  inspectorate- The Ministry appear now to take into account the 
firm's recorded annual production figures which showed an average 
of 30 per month for 1964 and 1965 though, in the evidence before the 
Public Accounts Committee the Secretary to the Department of 
Supply had admitted that "it (production capacity) was not checked 
up, capacity certainly was not even 30 per month." (of para 3.62 of 
the First Report of the Public Accounts Committee-Fourth Lok 
Sabha) ." 
P a r a  2.38 (S. No. 26 of Appendix V) of the 28th Report (4th Lok 

Sabha) 1. 
Action taken 

When adequate number of road rollers were regularly put up for 
inspection, as required, verification of capacity or  increased capacity 
was not called for in the normal course of duty by the Inspectorate 
and was not done. The Capacity had, however, come up to 30 
numbers per month at least on paper although events which subse- 
quently came to light proved that capacity was not even 30 per month. 

I t  was on the basis of subsequent events that the Secretary, in his 
evidence before the Public Accounts Committee correctly stated 
that : - 

"It (Production capacity) was not checked up; capacity 
certainly was not even 30 per month." 

Ministry of Works, Housing and Supply (Department of Supply) 
NEW DELHI, 
31st January 1969. 

The Committee note that the question of: likelv collusion of the 
inspectors is under investigation by the Central Bureau of Inc-esti- 
gation. The Committee wouId like to await the outcome of the 
investigation. 
[Sl. No. 27 (Para 2.39) of Appendix V of 28th Report (Fourth Lo:; 

Sabha) 1. 
Action taken 

Likely collusion of the Inspectors along with the officers of the 
firm is under investigation. Further action will be taken as soon as 
the investigation is completed, depending on the evidence that is 
available in respect of each of them. 



Further information giving latest position 
Investigation re arding the collusion of Inspecting Officers with 

the employees of & e firm has since been completed. In respect of 
two of the Inspecting Officers, a chargesheet under section 120-B/420 
IPC and Sec. 5 (2) 0," the Prevention of Corruption Act, Sec. 420,477-A 
IPC and Sec. 5 (2) / 5  (1) (d) of Act. I1 of 1947 has been filed. Investi- 
gation in respect of four other Inspecting Officers who arc similarly 
involved, has been completed and S.P's report along with draft 
sanction order for prosecution of the officers has been sent to the 
Ministry of Works, Housing and Sup ly in respect of one officer on 
31st October, 1968 and to Ministry o ? Industrial Development and 
Company Affairs in respect of the other in January, 1969, and to the 
Central Vigilance Commission. As soon as necessary sanction 
required under the Law is received, further action would be taken. 
Min. of Home Affairs Letter (226/18,/68-AVD.11). dt. 6-2-69. 

Recommendation 
"The Committee note from the reply given to para 8.11 that 

Government are thinking of prescribing a omprehensive insurance 
policy to be taken out by a firm which is allowed relaxation in terms 
of payment so as to recover the following eventualities :- 

(i) Wrongly withholding delivery; 
(ii) delaying delivery without any justifiable cause; and 
(iii) converting the property entrusted." 

[Para 2.47 (S. No. 28 of Appendix V) of the 28th Report (4th Lok 
Sabha) 1. 

"The Committee would like Government to finalise these proposak 
at an early date and implement them to avoid a recurrence of such 
case." 
[Para 2.48 (S. No. 29 of Appendix V) of the 28th Report (4th Lok 

Sabha) 1. 
Action taken 

The above two recommendations of the Coinmittee have been 
noted for implementation. The final decision will be intimated to 
the P.A.C. in due course. 
No. PI-13 (1) /68, dated 27.12.1968. 

Further information required 
In response to the Committee's recommendations that Govern- 

ment should finalise the proposals of prescribing a comprehensive 
insurance policy to be taken out by a firm which is allowed relaxation 
in terms of payment, it has been stated that "the recommendations 
of the Committee have been noted for implementation." 

Please state the progress made in finalising the proposals. 
Reply of Government 

The question that a comprehensive insurance policy should be 
taken out by the firms who are allowed relaxation in standard terms 



or payment, 
consultation 
Ministry of 
as soon as a 

, is under active consideration of this Department in 
with the Chief Pay and Accounts Officer and the 
Finance. Public Accounts Committee will. be informed 
decision is taken in this matter. 

Ministry of Foreign Trade & Supply 
(Department of Supply) 
NEW DELHI : A p ~ i l  25, 1969. 
NO. PI-13 (1) /68. 

M. R. MASANI, 
Chairman, 

Public Accounts Committee 

NEW DELHI; 
April 28, 1969. 
Vaisakha 8,1880 (S) 



Do. 

Summary of Main ~onclusions/~ecommendPtioa8 
- 

S. Page No. Department/Ministry Recommendation 
No. of Report concerned 

I .  1 -1  2 Department of Supply The Committee note that Gcverrmcnt have 
filed a charge sheet against 17 accused includ- 
ing the Chairman and Directors of MIS. u. P.C.C. Pvt. Ltd. and Governmeat 
officials wlth whose c o l l u ~  the firm allcgtdly 
defrauded the Government by puttmg up the 
same engine for inspeaion more than once 
and obtained 90% of payment. 

The Committee also note that. it is proposed 
to file a charge sheet agiunst four more 
Assistant Inspecting OflGcers/Jmpcting Cffi- 
ccrs. The Committee desirrs ttat charge 
sheet against them should be finaliscd 2r.d 
filed without delay. 

The Commtitee need hardly stress that pro- 
secution should be vigorously pursued so 
as to bring to book all those who hate 
been during investigation found to be res- 
ponsible for defrauding the Government of 
the huge amount of Rs. 1 -85 crorcs. 

The Committee desire that in the light of 
findings of the Central Bureau of Investiga- 
tion Government should finalise their dccisicn 
about taking disciplinary and other zdicn 
against all those held responsible fcr l r ~ c s  
in this case. 

Do. The Committee note that on an application 
filed by certain creditors, the Calcutta High 
Court have passed orders for winding up 
U.P.C.C. Pvt. Ltd. and their allied concern 
MIS. Agrind Fabr~cat~ons Ltd. and for the 
appointment of an official liquidator for 
administering the assets of the two companies. 
The Committee have no doubt that Govcm- 
ment would pms  its claims with the oficial 
liquidator so as to effect the maximum 
recovery possibk. 

The Committee suggest that Govemmmt 
should also examine whether their ddms 
can be enforced against the other allied 
concerns of the M/s. U. P. C. C. Pvt. Ltd. 
or the Directors of the company. 

Do.  he Committee consider that it is of the 
utmost importance to as~~rtain how the 
amount of Rs. 1.85 nores overdrawn fra- 
udulently by the firm has b m  disposed of 
by them. The Committee s- 
Govemnem ~ h o ~ l d  use au avm3Etryratf; 
including the Central BUMU of Invnffigsl- 
tion to thoroughly probe into the matter. 
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1 -36 Department of Supply The Committee stress that investigations 
should be followed up by necessary nctirn 
so  as to recover as much as possible of the 
amount fraudulently overdrawn hy the 
firm. 

1 -37 Do. The Committee consider that as soon as it 
came to the notice of the Deparlmnt of 
Supply that huge amounts had been over- 
drawn fraudulently by M/s. U.P.C.C. 
the Department should have brought this 
to the notice of the Department of Economic 
Affairs in particular and other Ministries 
Departments. This would have 
the Department of Economic Affair and 
other Government departments to process 
all pending matters pertaining to N,S. U.P. 
C.C. Pvt. Ltd. in the light of these h o -  
wn facts. 

The Committee dcsire that the Central 
Bureau of Investigation should expedite the 
investigation of the 6 cases (S.Nos.1-4,6 and 
7), 3 of which were referred to them as early 
as June 1967. The Committee also desire 
that action against the firm in the case relat- 
ing to Bitumen distributor should be finali- 
sed expeditiously in  consultation wit 13 the 
Ministry of Law. 

Do. 



9L N a m s o f ~  Agency SL Nomt ofAgent 
NO. NO. NO, *Ey 

Jain Book Apcacy, Con- 
naught Plaoe, New DeIhL 

Sat Narain & Sons, 3141 
Mohd. Ali Bazar, ~ o d  
0- Relhi 

Atm8 Ram & Sons, Kash- 
mem Gate, Delhi-6. 

1. M Jaina & Brothem, 
Mori Oate, Delhi., 

The Central News Agency, 
23/90, Cvnaught Pha, 
New Delhl. 

The English Book Store, 
7-L, Connaught. Circa. 
New Delhi. 

Lalurhmi Book Stom.42. 
Municipal, Market, Janpath, 
New Dclh. 

Bahroa Brothm, 188 Laj- 
patrai Market, Delhi-6. 

Jayana Book mot, Chap 
parwala Kuan, Karol Bagh,. 
New DeIhi. 

Oxford Book & Stationery 68 
Company, Sdndii H o w  
Connaught P b ,  Now 
Delhi-1. 

People% Publishing H o w  76 
Rani Jhansi Road, New 
Delhi. 

The United Book Agency, 88 ' 

48, M t  Kaur Market. 
Pa+ Ganj, New DclhL 

Hind Book House. 82, 95 
Janpath. New Delhi. 

Bookwells, 4, Sant Naran- 96 
kari Colo?y, Kingsway 
Carnp, Delh-9. 

Shri N. Chaoba Singh, 77 
News Agent. Ramlal Paul. 
High School Amwe, 
1rnph.l. 

AGENTS IN FOREIGN 
COUNTRIES 

Tha Secretary, Establish- 59 
ment Department. Tha 
Hi h Commission of India, 
1 d a  House, Aldwych, 
LONDON, W.C-2. 



t 

PUBLISHED UNDER RULE 382 OF THE RULES OF ~ O C E D U R E  m CONDUCT 
OF BUSINESS IN LOK -HA (FIFTH EDITION) AND PRINTED BY THB 

MANAGER, GOVERNMENT OF INDIA PRESS, FARFDABAD. 




