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I, th: Ch~irmm of th: Public Accounts Committcc, as authorised by 
th: Committee, do present on their b~half this Eighty-First Report on the 
Action Taken by Govzrnm:nt on thz rzcommsdations of the Public 
Accounts Committcc contained in their 4th Report (Fourth Lok Sabha) 
on action taken on th: 61th &port (Third Lok Sabha) regarding purchase 
of defective tyres. 

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

1. Shri D. K. K u n t 4 n v e n - m  
2. Shri C, K. Bhattacharyya 
3. Shri K. K. Nayar 
4. Shri Natendra Kumar Salve 
5. Shrimsti Tarkeshwari Sinha 
6. Shri N, R. M. Swamy 
3. The draft Rzport was consicbred and adopted by the Sub-Committee 

at their sitting held on 23469 and finally adopted by the Public Accounts 
Committee on 28-4-69. - 

4.. For faciliiy of rzfcrencc th.: main conclusio~sfrecommendatious o 
tb: Committec have bxn printed in thick typc in the body of the Rcpon. 
A statement showing the summary of the main Recommendations! 
Observations of thz Committee is appended to tho Report (Appendix). 

5, The Committec place on record their appreciation of the assistance 
mndered to thcm in this matter by the Comptroller and Auditor General 
of India. 

-, 
NEW D m  ; Public ic4ccounts Committm, 

April 28, 1969/Vaisakha 8, 1891(S). 



This Report deals with action taken by Government on the L C C O ~ -  
mendadoar contained in the Fourth Report of the Public Accountr Com- 
mittee ourth Lok Sabha) on action taken by Govc~llment on tbc mom- 
mcada f om of the Committee contained in thtk S i x t y - F d  Report flhird 
Lok Sabha) regatding the purchase of defective Tym, which was presented 
to the House on 8-8-1967. 

1.1. The action taken notcs/statemtnts on the r e c o e t b s  of t k  
Committee contained in the Fourth Report have been categorid under 
the fo11ofnWSPg heads :- 

(i) Recommendorions/Obser~~4ti0)~ that have been accepted by 
Government. 
St. Nos. 1, 2, 3, 4, 5, 6, 12, 13, 32, 33, 34, 39, 40,47,49 and 

50. 
(U) &commendations/Observatiom which the Co-tttc & not 

&sire to pursue in view of the replies of Govermnenr. 
Sr. Nos. 10, 11, 21, 29, 31, 41, 42, 43 and 45. 

(iii) Recomrnendclrions~Observations redies to which hare not been 
accepted by the Committee and which rtguire reiteratian. 
Sr. Nos. 7, 8,9,44, 14, IS, 16, 17, 46, 25,26,48,35, 36, 37. 38. 

27, 51,20,22,23,24 and 52. 
(iv) Recommen&tions/Obser~wrions in respect of which Government 

have fivnirkd Werim replics. 
Sr. Nos. 18, 19, 28 and 30. 

1.3. Thc Commiitee will now deal with some of the rcoommcnQtions 
in their Fourth Report. 

requirements of imported tyns-Paragraphs 1 -35 to 1 937 
Nos. 7 to 9 and 44 of Fourth Repart (Fwth  to& -1. 

Commenting on a decision taken by Government in 1961 which tcd to 
rt of 1,20,000 giant tyres from certain countries with whom Oovern- the% meat pymmt tbs h.bYe A m *  ODlmimo 

mds the fag obrorvatiom in paragraphs 1.35 to I -37 and 2 6  of 
the& 4th Report (Fourth Lok Sabha): 

"1.35. The Committee annot but reiterate the obseNUiOlU & by 
th8fn carlior m panr 1-28 to 1-30 rrad 5.1 of tbtt 64th 
thttbaQcirioutoilnportthetyreoinruch~nua3br;nfrom 
bqm payment* countries was not taken rfter a tho- c&. 



tion of all aspects of the problem. One of the contributory factors, 
as pointed out by the Inter-Departmental Committee, was the 
feelmg on the part of the pote?tial purchasers that the imported 
tyres may not be as good aa.the rndigenous tyres. The Committee 
cannot too strongly emphasise the need for ensuring that imports 
arranged through the State W i n g  Corporation from *rupee pay- 
ment' countries or elsewhere are really necessary and that they are 
competitive both in price and quality." 

"1.36. As assured by the Secretary, Ministry of Commerce, in e'yidepce, 
the Committee hope that the Ministry wil l  be more careful while 
assessing the requirements of different.commodities, thcir indigemus 
production and the need for import rn future." 

"1.37. The Committee feel tbat the demand was grossly over-estimated 
I t .  the result that a large number of tyres were imported which 
were not required and that this was apart from FF defective 
quality, one of the reasons for the subsequent difficulty m the disposal 
ofthe tyres." 

"2.6. The C o w t e e  cannot too strongly emphasise the need for 
ensuring that Imports arranged througb the State Trading Corpora- 
tion from 'rupee paymsnt' countries or elsewhere are really necessary 
and that they are competitive both in regard to price and.quality." 

1.4. Ih thcir reply dated 10-7-1%8, the Ministry of Commcrce have 
indicated that the assessment of requirements was made as follows: 

'Tn thc Inter-Departmental Committeek note submitted to ,the Public 
Aocounts Committee, it had been indicated that the Director General, 
Technical Development had made an assessment of the import 
requirements of tyres in 1960 taking into consideration the indi- 
genous production and the imports through the normal trade 
dmmels. Even tbough the first dedsion to import 1,00~000 tyres 
was taken on an adhoc. basis, in vizw of tbc rampant black 
marketing and in view of the numerous complaints received from 
various sources including some Chief Ministers of States, the sub- 
q u e n t  assessment of the technical authorities confirmed the 
Mraktry's ud hoc assessment of the import requirements. How- 
ever, the Committee's observations have been noted and in this 
hiinistry's evidence it had been indicated that in  future, d-d 
would be even mare carefully estimated." 

1-5. In reply to an enquiry from the Committee how it was being 
IP-0 emured that imports arranged through State Trading Corporation 
f r y 8  '~UPC payment' cmmi:s were really necessary and colapethim in 
pna sod quality, the Ministry of Commerce have stated in a note datcd 
19th Akgrut, 1968 as follows : 

"Befat an import id actually permitted to take place, whether by the 
State Trading Corporation or by any other importer, a nu* of 
formalities and checks have to b gmm Umm& Pi-& tbb. 
essentiality of the import of the particular commodity_will hare to 
be cmified by an aflproved authority wMoh varies a a m d b g  to the 
rratOte of the commadity and the user. Only  tho^ items which 

not iadig~~ously rnanufIncturad are allowed to bu Imported. 



These decks ensure the necmity of the import of the commodity 
Oncluding its quality and specifications. 

With regard to competitiveness in price, the general practice followed 
by the State Trading Corporation is to obtain clearance from the 
concerned authorities in the Govcrment in all cases of bulk imports. 

, State Trading Corporation takes adequate carc to see that its im- 
ports are generally at internationally competitive prices. Clearance 
from the Ministry of Finanw (Department of Economic Mairs) 
is called for at the time of release of foreign exchange. 

It will thus appear that undcr thc normal import policies wbich have 
barn in existence for a long time no import can ta)cc: p b e  exccpt 
with the adequate safeguards and checks laid down as the necessary 
~ d u r e  for imports, applicable as much to Statc Trading Corpora- 
uw as to any other importer. 

This policy and procedure is applicable equally well in respect of 
imports from the rupee payment area. There 1s an additional safe 
guard abuilt into the system of impotts from the rupee area in that 
the commodities to be imported from any East European country. 
with each of which trade is carried on, on the basis of a balanced 
bilateralism through the medium of rupees, are generally pre-deter- 
mined at the commencement of each calendar \car on an appraisal 
of the necessity of the import. The possibility of non-essential 
imports is elimaated because the items projxted for import during 
a particular year are determined on the basis of esscntiality as recorn- 
m:ndtd by the administrative Ministries and authorities concerned. 
7%: second, and the more important, justification for import from 
th.: rupse area is that the paymmt for the import is made not by the 
use of.coenr:rtibk currency but by the export, in a planned manner, 
of oomaaodities Such a schcme, therefore. takes care of thc 
essentiality of the import and prevents at th2 samc time an erosion 
ofth.: country's free foreign exchange resources". 

1.6. In regard to th2 observations of the Committcc in paragraphs 
1 ~36, I e37 and 2.6, the Ministry of Commerce have statcd : "The Committee's 
observations have been noted for guidance." 

167. As a rcsult of the observations of the Public Accounts Committcc, 
the Commissioner, Civil Supplies, Ministry of Commercc, conducted wr- 
tain investi tions into the transactions Lading to the import of tyres. cHc 
made the r' ollowing observations in para 13 of his report; 

"I would, however, like to point out that ths present system unda 
which State Trading Corporation's indirwt tradc. popularly known 
as stock-and-sale system, as conducted has ccrtdn advantages 
such as:- 
((I) the Staw Trading Corporation does not mzhc any investment 

nor incur any fia;inciai responsibility; 
(b) the ~ponsibili ty for the import of goods of correct quality and 

spscfficati0n.i~ cast on the distributors and the rrrrmufbct~rcrs; 
(e). t&i - rasponsibility for propcr storage, Warehousing, insu,rancc 

atic, also devolves on the distributors. 



At the same time, to prop3 the h tms t s  of cowrnmea, the State 
Trading Corporation retarns the power (i) to determine and reguhte 
the prices at which the commodity will be sold and (5) lay down the 
pattern of distribution. 

Based on experience, the State Trading Corporation is also assisting 
in negotiating the prices .at which the goods am to be imported 
particularly from countrres with which we have rupee payxcnt 
agreements and competition is limited. 

While such a system certainly covers most of the important aspects of 
the trunsactions, the possibility of a collusion between tbe f d g n  
suppliers and their agents which may result in loss of foreM exchange 
by importing substandard goods cannot be ruled out. According 
to Shri.. . . . . . . . .(ex-Director, State Trading Corporation), this 
aspect of the matter is taken care of by the Customs authorities. 

Additionally, he felt that in the case of East European countries 
the trade being through Governmental agencies, the pdbil i ty  of 
such a collusion was very remote. It was ftlt that there wu a daager 
of financial liability being transferred on to State Trading 

quality etc. 
T:n tion in case of their more direct involvement such or clte 

The state Trading Corporation being a public undertaking, it is naturally 
expected that the consumers interest would be folcmost in their 
mind. The public Accounts Committee's obervation also appears 
to be based on this basic assumption. The danger that a distributor 
may pass on the 5ancial liability to State Trading Corporation 
can be taken care of while drawing up thu agreements' contracts. 
I feel it would be advisable for State Trading Colporotion to haw a 
fresh look into the system of indirect trade (stock and salt) and see 
if a provision should be made with a view to exercising some reason- 
able control on the quality of the material bein imported without 
incurring any financial liability. The interests o f consumers and the 
need to ensure that there is no leakage of foreign exchange, appear 
to dictate that this aspect of the matter and its implications ntcd to 
be examined in greater detail. Although it is not a term of refireace 
of this enquiry, I consider this aspect of the matter important 
enough to make a specific mention of it." 

1.8. An Expert Committee set up by Government to revicw the trad- 
ing techniques and methods of State Tradin Corporation have h a n  interim 
report made the following observations aLut  the procedure followed by 
State Trading Corporation in arranging imports ; 

"lwpwts: In this field the Corporation has no initiative of its own. 
for it acts as an a ency for procuring products and raw material that R ' am scarce and w ere Government docs not want Indian in! rtcrs 
to bid abroad and push up prices, or where this is a &cling t go at the 

'..large profits on imports should be syphencd off to the State. Ins- 
tances have been of newsprint, raw wool, vegetatde oil8 and tallow. 
This is an area where the Trade is most critical of the Capomtion's . . role. The Committee will closely into specific e 
whether the Corporation di ffO obtain advantages of bulk ='fr ying and 
mccnded in a fair and even distribution of imported materials. 



kbo the CdWhittce will study how bat the oladis- 
m o*lwons to -t, ~ n ~ r M y W ~  

lapin a r y l l t e m o f r t g u l a r c o ~  b to rseem import rrquirc-ments, 
availa e ouppUea and equhabft dirtribtion so that t h e  is a bedthy 
rem of reconciliation of all interests." (Para 25) 

"F ?a t There has been criticism of the Corporation's agsncy m d  
istribution arrangements. This system should be revicwrd care- 

M y  and procedures suggested for securing reliable and eltprit- 
nced dealers to handle import and distribution work of the Corpo- 
ration." (Para 26) 

1.9. The Committee drew attention to the observations in para 14 of 
of the Report submitted by the Commissioner, Civil Supplies and eaqPired 
what action had been taken to ensure that a reasonable control would be 
exercised on the quality of imprts made by State Trading Capmation with 
a view to protecting the interests of the consumer and conserving fartign 
exchange. The Coarmittee have been informed by Ministry of Conrasefce 
that these observations had been brought to the notice of the State Trading 
Corporation's Review Committee who would be examining tbrm. The 
Committee referred to the observations in para 26 of the Interim Report of 
the State Trading Corporation Review Cdmmittce where that Committee 
had referred to the criticism about State Trading Corporation's 8g~DCy and 
dbtriiution arrangements and stressed the need to revicw the existing pro- 
cedures and system and enquired on whet lines this review was proposed to 
bc, carried out. In a note dated 9-12-1968, the Ministry of Commerce have 
stated: 

"This was taken up with the Review Committee. The Ministry is 
informed that it is too early for the Committee to give an indication 
of the lines on which such reviews will be made. The final Report 
of the Tandon Committee is expected by the end of May, 1969". 

1 *lo. In a note dated 27-3-1968 about the agency system of the State 
Trading Corporation which was submitted to the Committee by Ministry 
of Commerce, it has been inte~alla statcdi 

"The State Trading Corporation's role in generality of cases of its 
imports is mainly of a regulatory nature. In order to enable it to 
exercise due control over the mar 'n of prcfit of the i 
for proper distribution of the got$ to the consmnr, %? -t 
issues licences to the Corporation with Letters of Authority, with 
or without certain conditions attached to it, to a third party who 

the goods. According to the wnditions of the 
Letters of imr uthority contained in the Rcd book, the holders of 
b e t s  of Authority are to act only technically as 'agents' of the 
Iiancc-holders both at the time of clearance through the cnstoam md 
also subsequent thereto. The object of this re 
be to pmant trriUcking in mits and imp* e,"x& d: the Letter ofAuthority hol n anchored to their fiotncc~ and the 
gadds imported uader it a d  to eaom due pcrfbrmu~x of tkir 
obtigationo. The true relationship bemen the lkwncce rft. the 
CorpMation and the holder of a Letter of Authority, bowm, 



. depends upon the terms of the agreement that may be entered into 
between the two. For that reasondl persons importing goods on the 
lbnces issued in the name of the Corporation do not necessarily 
become agents of the Corporation, despite the use of the word 
'agents' in the wording oC the regulation. They m y  at best by 
described as 'Business Associates' whose relationship would be 
governed by the specific terms of the agreement entercd into with 
them. This position has been recognised in judicial vronouncements 
also. It has been held that this regulation under the import control 
orders cannot be stretched beyond the specific purpsc for which 
it was issued withcut making serious inroads into the contractual 
right< of the partics and without avoiding manifestly absurd results. 

The importing/selling/distributing agents utilised by the Corporation 
may be broadly categorised as follows:. 
1. State Agencies: 

The State Trading Corporation tries to employ its far as it can 
State agencies for sclling/distrihudng the various item\ imported 
by it. In this category will also fall certain items \ h i &  the 
State Trading Corporation handles departrnemallg. 

2. Associations~Consorria of Erstwhile Intportcw/Actual L1sers; 
The State Trading Corporation givcs encouragement to the for- 

mation of Associations/Consortia of erstwhile importersIautu3I 
users who take over the distribution of the items in preference 
to dealing with individual importerslselling and distributing 
agents in keeping with the Government's policies in this 
regard. 

3. Indian Manr&c.turers,' Acrual Users t 
The State Trading Corporation imports a fairly large number of 

items requirtxi by th:: Indian manufacturcrs'aetual uscrs, 
one or more of which are utilised as scllingldibtributing 
agents also. Such distribution, however, is bawd 
strictly according to thc allocations given to the 
State Trading Corporation by th: various technical authorities 
like th:: Director General, Technical Dctrlopni-nt, Drugs 
Controller, etc. 

4. Ittdian Ageirrs of Foreign Suppliers : 
Where 'after-sale-service' is obligatory and cs\cntial or the im- 

ported goods are Proprietary' in naturc and only the agents 
appointed by the principals/ manufacturers are in a position to 
anange for 'after-sale-wrvidng', training of Indian technicians 
for providing 'after-saleservice,' etc., thc State Trading 
Corporation accepts and utilises the services of such Indian 
Writs of foreign suppliers, who are capable and have proficiency 
in thsir respective fields. 

5- IWOrts of items by Licenceti Dealers: 
In such a case the State Trading Corporation transfers the import 

llcznc= to the lkenc2 holders who import and sell them. For 



instance, under the present licensing system no body can handle 
cartridges except the licensed dealers. 

6. Ad hoo Arrangentent~ ;) 
On rare occasions, where the State Trading Corporation has to  

import certain items to meet the critical shortage of the same 
within the country and there is no regularity of imports, it 
makes ad lroc arrangemmts for import and d~stribution. For 
example, import and distribution of tyres were undertaken by the 
State Trading Corporation as a rescue measure to meet the 
internal shortage." 

"It may be recalled that India's trade with the East European corntries 
has recorded a considerable increase and diversification during the 
last 10 to 15 years. The Corporation also played an important 
role in this growth and diversification. As a matter of fact, quite 
a substantial portion of the Corporation's imports, for which the 
Indian ?gents are nominated by the foreign suppliers for import and 
distribut~on, is from the East European countries. As the present 
trend indicates, India's trade with these countries win increase 
further in the years to come. At present most of the Indian agents 
of the East European suppliers are comparatively newcomcn who 
have been handling the imports and distribution of important items 
like machine tools, tractors, other machinery and instruments for the 

ast 8 to 10 years. During this period, these fkms have been able to 
guild up an organisational strucrurc and have acquired th. 
necessary experience and expertise in providing after-sak-se& 
for the machines of East, European makes sold by them to a large 
number of users' within the country. Any attempt to impose 
restrictions in the matter of selection of firms and to change 
these tie-ups is likely to be resisted by the foreign suppliers 
and may not, even when changes have been made, tesdt in 
any appreciable improvement in the service. It is further 
apprehend :d that any change in their present 8 1 ~ ~  
understanding and relationship may retard the progress of hture 
growth of th? trade between India and thse  countries. . Flutber- 
more, a substantial amount of trading risk is involved in tfat impon 
of such materials, which may remain partly or wholly m o ~ d  for 
a long period upsetting all economies of import, etc. W y  a pf iy  
which has a long-term stake and interest may be prepared to do so. 
In this contcxt, it is only the Indian agents of the fore i r  supp+ 
who would b: most cornpstcnt and best placed to han k such tm- 
ports and their distribution. From the Corporation's point of 
vicw also. it would be advantageous to have such imports ma& 
through those Indian agms  who could b2 held responsible, at least 
in part. for any shortcomings of their principals, such as d&ys in 
supplies, defective packing or quality of material, etc. 

~t would not be out of place to mention here some of the rcmnt ex- 
psriencc of the Corporation in attempting to bring about a in th: p-nt systnm of stlection and appointment of agents in the &w 
of import and distribution of c m 4 n  goods fiom the East Ewopeara 
countries. Thn Corporation has already entwd into contra& for 
import of 2,000 tractors from Czechoslo\.;lkin of which 1,600 will 



be in knockeddown condition. At our inathence and purswion 
the Czech suppliers have agreed to these tractors being imported and 
distributed through the Agro-Industrial Corporations of the State 
Governments. But m so far as imports of tr9ctm fr0m the U.S. S.R. 
is concerned for which the Corporation has entered into contracts 
for import of 4,000 tractors, it has not been possible to make the 
Soviet suppliers agree to these tractors being similarly imported and 
arranged through the State Agro-Industrial Corporations or any 
organisation other t k n  their o? nominees/agents. The Soviet 
suppliers are of the view that theu traEtors have got some special 
features and their techiques are uite clffercnt from those of other % makes so much so that neither .t e Agro-Industrial Corporation of 
th2 States nor any organisation in the country other than those with 
whom they have already established business relationship in the 
form of training the necessary technical personnel, etc., would bc 
in a position to handle this trade in a smooth and satisfactory manner. 
' h y ,  therefore, feel that the present system of import and distri- 
bution through their agents' nominees would be in the best interest 
of thmselves as well as of India. Thus while we have been able to  
achieve some success in the field of Czech tractors, we are meeting 
a stiff resistance in the case of the U.S.S.R. tractors. 

In these circumstances, it is felt that no single or uniform mcthod for 
appointing ag:nts of imported goods would be desirable or practi- 
cable. Ths agmcy to bz utilised would differ according to the cate- 
gory of business to b,o handled. For commodities where it is possi- 
ble to sdect a State-owned/supportcd agcncy or Agro-Industrial 
Corporation, ths same would be preferred. There may be hcrc 
and thsre an odd or exceptional case where we may have to lean on 
a private party even though no after-sales-service is required, for 
example in the case of imported tyres, where a warranty may be 
n:c>ssary for its performance. 

From th.: foregoing, it would be seen that the Corporation has been 
utilising as far as possible the sxvices of thc trading channcls pre- 
viously in exisb:nce in respxt of the commodities falling within 
Th : categories Nos. 1, 2, 3 and 5 mmioned on page 2 of the note. 
T h x  agncies are either the actual users or the erstwhile importers 
or th:ir associations or the liccnced dealers or the State agencies. 
As r:gards th: category No. 4, efforts are made to effect the imports 
and distribution of the goods through the agencies other than those 
nominated by th? foreign suppliers. The Corporation will continuc 
its :fforts to effect such imports and distribution through the dealers 
or firms sAected by the Corporation itself at the earliest opportu- 
nity possible. 

In all cases, however, necessary vigilance and safeguards as may be 
r ;quircd from tim: to time will continue to be observed by the CO- 
poration." 



1.12 ~ C o Q s n i W l r o t c ~ t a n E x ~ ~ a & o p Q ~ t b s  
work iq  of the State T d h g  Corporation b v e  in thdr lottrim Report d m -  
lined tbe need for reviewlog the existing agency and disMbotion -- 
of the Corparrrtion witb 8 view to securing the sewices of rehbk and rrpcrC 
e n d  dealem. The Committee hope ,hat the Expert Committee w a d  
be* tospeUoatintheirfiarrlacport thtprechpclinesoawhiebtbtu~ga 
meat6 tn tbb rprd should be reorgadid. 

1 -13. The Committee appreciate that, in the matter of iPports, tbe Sbte 
Trading Corp~ration acts Iaqdy as an agent of Covenuntot. The 
of the Corporation with the transaction relatiag to tyres suggests that Cuqom- 
tion will have to evolve what the Expert Committee have termed "a sy&m d 
regular conmltation with Government, Indostry and Trade", so tb8t import 
rsqniremsab could be realistically 8 s s d  aad decioioas in this resped reviewed 
in the Iigbt of market conditions and modilied if ~reassuy. Tbe Cormnitta 
observe in this connection that a sabtmthl proportion of imports Qde by the 
Corporation is from East European countries. Tbe imports fnw tbcse 
countries are generally rtgalated by ptriodical Trade Plans. Tbe CoimuWe 
wonld like all proposals for imports under tbese Plans to be critically examid, 
so tbat only items that are really necesovg and competitive in qmlity a d  price 
are imported h this connectioxk, the Committee w d d  like to invite atteetion 
to their okm8tiom in paragraph 2.28 of their Fifty-Fifth Report (Fomtb 
Lok Sabba). 

Failure of State nading Corporation to inform wers about lower spectfications 
of imported tyres-Paras 1 a69 to 1.72 and 2.8 ( S .  Nos. 14 to 17 

and 46 of Fourth Report) : 

1-14, In paras 1.69 to 1-72. the Committee nad commented in the 
following terms about the failure of the State Trading Corporation to inform 
the users of the specifications of the imported tyres: 

"1.69. The Committee cannot appreciate why the State Trading Cor- 
poration, a public undertaking, knowing fully well the lower speci- 
fications of the imported tyres and their consequences to users chose 
to maintain complete silence about even such vital factors as maxi- 
mum load carrying capacity and pressure of the imported tyres, 
which had a vital bcaring on safety". 

"1.70. In particular, the Committee deprecate the attitude of the State 
Trading Corporation in not cammunicating vital information regar- 
ding spcciflcation, quality and performance expctntions of the im, 
ported tyres to the Director Gtnrral, Supplies and Dispasals specially 
when it was known that these tyres were being procured for the 
use of Defence Forces." 

"1.71. The State Trading Car ration's attitude to the usw seems 
unfartunately to be based on t t Roman Legal Maxim 'caveat amptor' 
Oet the buyer beware 0." 

go 



"1.72. The Committee would like to be informed of the resblt Of Action 
initiated by the Ministry of Commerce for fixing respan~"Billty oh 
the o5cials responsible for this serious lapse." 

1.15. The Commissioner, Civil Supplies, Ministry of Commerce, 
who conducted investigations into these lapses came to the foftoMng con- 
clusions : 

"In regard to the non-fbrnishing of information pertaining to 
fications to the Director General, Supplies and Disposals, flre T6- ben 
Director, State Trading Corporation explained that such details 
were not specifically mentioned in his letter of 30th January, 1962 
addressed to the Director General, Supplies and Disposals, it was 
intended merely to introdwe stockists of these tyrcs etc. ' to the 
Director General, Supplies and Dispasals with a requtst to bdp 
solve the problems of accumulation. The Director General, S u p  
plies and Disposals himself was a Director of State Trading Corpora- 
tion and he was filly aware of the wndition of these tyrts. Besides 
the Director General, Supplies and Disposals had a filly ampe- 
tent organisation for undertaking the inspection bf thcse tyres on 
behalf of his indentors and nowhere was it stated that the normal 
procedure of inspection and satisf'yin themselves befort -king 
the purchases was not to be observe#:' (Para 19) 

"It cannot . . . . . . . .be said that the Director General, Supplics ar:d 
Disposals or the Defence authorities were not ccamunicatcd the 
vital information or that they had to acquire these t y c s  andwbcs 
without carrying out necessary inspcciicn and satirfyir~ ftem- 
selves that they would be getting the right material." (Pat a 22) 

"It is, however, clear that so far as the common consumer is ccrarned, 
the public notice which was issued did not indicate the sp(allBntims 
and other material info~mation. Unfortunarely thc rmc e 8 k m s  
who were responsible for this lapse.. . . . . . .and who ccwld have 
explained as to why this was not done are longer alive." (Para 25) 

1-16. The Committee were informed by Ministry of Commerce that 
the report of the Commissioner had been acccpted by Government. 

1-17. The Committee, however, observe that the Central Bureau of 
Investigation which conducted fresh investigations into the case cr mc to the 
conclusion that two Directors of the State Trading Carpcraiicn and 
a Divisional Manager were responsible for withholding ft cm the 
purchasers vital information about the inferior spicifications and thc poor 
performance of the tyres. 

1 18. The Committee trust G o v ~ ~ l l l l ~ ~ a t  will evmlac in tbe 
fiadbtgsoftbe Ceatral Boreas of I ~ t l o n  what actioa 
odadrlo k called for. 



Action against other oflcials-P~ra 1.106, 1.119, 1 163 to 1.169 (S. 
Nos. 25,26,48,35 to 38) of Fourth Report : 
1-19., In  paragra hs 1-106, 1.119, 2-10 and 1-163 to 1.169, the 

Canunittee had urged t I?, at action should be taken by Department of Supply1 
M"~nistry of Defence/Department of Defence Production against all o5cials 
found at fault in connection with the various irregularities notictdin the 
transaction. 

1-20. The Committee ham been apprised of the following position in 
ithis regard : 

Department of Supply : 
"Disciplinary proceedings against the Deputy Director (Supplies and 

Disposals) were initiated while he was in service. His explanation was 
calhd f6r on 20-8-66 for non-inclusion of warranty clause and 
certain other omissions. Subscqucntly on rcccipt of the rrport of 
Public Accounts Committee in Novembp, 1966, certain aspects of 
the transaction regarding purchase of THN pattern tyres for COD 
Kandivli were referred for further investigation to the Central 
Bureau of Investigation on 19-1 1-1966. The Central Bureau 
of Investigation was reminded on 19-361966. However, 
as the investigation was likcly to take time and as the Deputy 
Director concerntd was due to retire on 28-2-67, it was 
decided to initiate formal disciplinary proccedings against him 
iwediately without waiting for the Central Bu~eau of Investigation's 
report. Accordingly regular charge-shcet was issued to him on 10th 
February, 1967 for major penalty. Subsequc ntly, the chargc &eet 
was amplified to cover the irregularities btought out by the Inter- 
Dqxirtm~ntal Committee. As Departmental enquiry against the 
D-puty Director was instituted while he was in service, the crquiry 
is being continued under Article 351A of Civil Srlvict: Rtgulaticn. ." 

"As regards the Assistant, the Erquity Officrt !~kmittcd his rcport 
on 23-3-68. According to the Enquiry O5ccr thr charge f i ~ m c d  
against the Assistant were not ptcvtd. It was, thc~cfcrc, dt cided 
that the final dccision in this cafe shculd pcrd till the repc~t  on the 
case of the Deputy Director was available. In the mantimc, after 
his attaining the age of 55 years, it was dccidcd to rctire tht A::istant 
prematurely with i E ct fr cm 20-1 1-1968. Thc pr ccr c dir l !  : @st 
him have, thercfore, k e n  droppcd on the advice of the Minrstry 
of Law." 

Ministry of Defewe : 
"On the basis of thf SP's Report in cnsc No. RC6167-CTACI), the 

Supcrintendcn~ cf Pclicr C I A O  has suggcstrd a stan mc nl cf ckergcs 
against. . . . . .  OC, COD, Malad and has rccommendtd dcpairmcntat 
action against him. . ' 

The. ...... .char@ s o f  misconduct made against. ...... .had al~eady 
bmen rx~mint d in tht Dc fcncc Minist~y ~ n d  es a result thcrccf a 
penalty has b c ~  n imprsc d on him by rcducinp his pnsion by 1/3rd 
for thr said lepsts cn his part.. ............. 

As no fresh lapu on thr part of . .  . . . .  .OC, COD, Malad has been 
disclost d as n I r sult of the recent SPs Re pot t, no further action is 
indicated against. ............. ,* 

Ad22ISSI69- 



Departlnent of Defence Pro&ction: 
"Special Police Establishment's report of investigation in PE No, 

9163-CIA dealing with four allegations relating to the purchase of 
giant tyres from East European countries in 1960 and 1961 was receie 
ed in this Ministry in January, 1964. While three allegations pertained 
to the Stntc Trading Corporation, Director General, Supplies and 
Disposals and Ministry of Economic and Defence Co-ordination, 
this Ministry was concerned with the following allegation only: 

'The officers of the Directorate Gcneral of Ordnancc Fact~rics, Cal- 
cutta purchased 3,000 sets of tyres from MIS. Gencral Industrial 
Supply Store Co., in spite of the fact that their Technical Develop- 
ment Establishment had stated that tests have to be done by actual 
use only for long periods and hence no opinion could be given as to 
the quality of these tyres, which were needed by this unit for use in 
forward areas and have to stand the. stress and strain of operational 
hazards in the Defence operations.' 

The finding of' thc Central Bureau of Investigation in respcct of the 
above rne~~tioned allegation was that no officcr of the Directorate 
General, Ordnance Factorics could be blamed except, perhaps one 
Shri.. . . . . . .my. Assistant Director General, Ordnance Factories), 
who made an attempt, which however did not succced, for altering 
a warranty clause in favour oi the firm. The Ccntrul Burcau of 
Investigation recommended that his conduct may bc brought to 
the notice of the Dircctor Gencral, Ordnancc Facm its for laking 
such action 3s may be considel-cd nccesswj. 

The matter vas  cxamincd in the Ministry and the Dircctoratc Gcnct-al, 
Ordnance Factories was addressed inter aliu that Shri . . . . . . . .'s 
conduct midit be considered for such action as dccmed ncccssaly. 
The Directorate Generul of Ordnancc Factorics haw rcplied thal 
the idea of the amendment proposed by Shri. . . . . .was dropped by 
that Headquarters and there was no question of Shri . . . . . . . .work- 
ing independently in this matter. Any action taken by Shri . . . . . .was 
with the full knowledge of his superior cfficcr in thc Dircctorate 
General of Ordnance Factories and so they did not agree with the 
remarks made by the Special Police EstaMishmcnt. The matter 
is again under consideration of the Ministry and Directorate General, 
Ordnance Factories." 

1 a 2 1 .  The Committee observe from the latest report of the Central 
Bureau ofrnvestigation that certain other officials have becn found responsible 
for various lapses connected with the transaction. 

142. Tbe Committee bope tbat Gorunment will consider in the 
oftbe fiadbv of the Central Bortau of Investigation the question of trliao' 
.pprapriate action against variom odscirls. 
Recovery of excess amount of Rs. 2.90 lakhs paid to MIS. Rarnkrishan BE 
want Rai qgainst DEfence A ITplaced originally for 7,100 tyres-Paras 1 1 19- 
1.120 (S. No. 26 and S. No. 27) of Fourth Report. 

1.23. I n  paragraphs 1.119 and 1 -120 of the Fourth Report (Founh 
b k  Sabha), the Committee had made the following r c c o ~ n d a t j o n s :  

"1 '119.. . . . . . . . . . .The Committee also rcgrct to note that, 0)  ag. 
against the rate contract of Rs. 349 per set which included a lyre, a 



tube and a fiap, the Director General, Supplies and Disposals 
made the payment of Rs. 360 for a tyre alone. (ii) The sale price 
lexed for Polish tyres was Rs. 360 per tyre, while the c.i.f. Indian 
port price for the same tyre was Rs. 228.24 per set. As against 
the Hungarian THR Type tyre per set (which was ccmpara- 
tively inferior) was also fixed at Rs. 360 per tyre, when the c.i.f. 
price, on MJs. Ramkrishan Kulwant Rai's c;wn admission, was 
Rs. 210 per set. Thus, the Government was forced to pay the same 
price for- inferior quality, the landed cost of which was also less by 
Rs. 18.24 per set. 

The firm of MIS. Ramkrishan Kulwant Rai was thus overpaid to the 
extent of about Rs. 2-90 lakhs." 

"1 ~120. The Committee desire that suitable measures should be taken 
by Government in consultation with the Ministi y of Law, if neccs- 
sary, to recovcr this cxccss palment frcm the firm in  question." 

1 a 2 4  In their reply dated 20-1-68, the Depallmcnt cf S L I F ~ I )  haw 
stated : 

"The Ministry of' Law has becn consulted for the recovery of the 
excess amount from the firm, who have opined that prima facie 
there is good case to lodge a claim on MIS. Ramkrishan Kulaant 
&i, to refund the excess amount paid to them against the Defence 
A/T placed originally for 7,100 tyres. As already mentioned against 
S. No. 26, the correct magnitude of the claim to be made is urder 
verification and as soon as the actual amount to be reccvercd with 
reference to contractual obligations is established, the claim against 
the film will be lodged." 

1-25. The Committee note frcm a communication nddlesseci by the 
Director General, Supplics ar:d Dispcsals to thc Ccn t r~ l  Buiczu r f  Icvcsti- 
gation that the amount of overpajment has btcn U C I  kcd cut :it Rs. 1-83 
la khs. - 

1.26. Tbt Committee trust that speedy steps would Be taken by Gorero- 
mot to recover tbe excess payment of Bo. 1 -83 lakts made to Mis. Rim- 
krbb  Kalwantni. 

Firwnciat relationship between the State Tradirlg Cor oration and dismmbutors- 

R B o inion of the Solicitor General about rk kgal an jimncial responsibility of 
r State Trading Corporation vis-a-vis the private importing jhns-Pata 

1 -88 (S. No. 20) 01 Fourth Report. 
1.27. In paragraph 1.88 of the Fourth Report (Fourth Lok Srrbha), 

the Committee had made t hc following recommendation : 
"1 -88. The Committee cannot help concluding that had advice of the 

Solicitor GeneralJAdditional Solicitor General been taken in 1961, 
as suggested by the Deputy Divisional Manager (Law) of State 
Trading Corporation, the uncertainty about the legal and financial 
responsibility of the State Trading Corporation would have been 
dispelled. It would also haw: been made the State Trading Car- 
poration realisc that it had no particular obligation repeatedly to 
approach Gowtnmentol purchasing organisations to facilitate the 



dispasal of imparted tyi-es which w e  known fo bc belcw specifia- 
tion. The Committee feel that even now the Ministry of Commerce 
should obtain the legal advice of the Solicitol Gcne~ailtht Addi!ional 
Solicitor General about the legal and financial responsibil~tles of 
the State Trading Corporation vis-a-vis the private finns to set all 
doubts at rest." 

1 028. In their reply to para 1 -88, the Ministry of Commerce have stated 
in a note dated 12-1-68, as under: 

"The State Trading Corporation has consulted the Solicitor General 
and it is informed that the Solicitor General will not give advice to 
the Corporation in his cfficial capacity. He would only be willing to 
tender legal advice in his private capacity as a lawyer on payment 
of the usual fees. The Corporation had already obtaint d the opinion 
of Shri.. . . . . . .Ex-Law Minister on rrlationship bctwccn State 
Trading Corporation and the dist~ib~tor~/impo~ tinf firms. However, 
in view of the Committee's recomndation, an cfficial reference is 
being made by this Ministry to the Solicitor Gene1 a1 and the Public 
Accounts Committee will be informed of the final outcome in this 
matter." 

1.29. A wpy of the Solicitor General's opinion on the various issues 
arising out of the agreements entered into by thc State T~adinp Co~poration 
with the importers of tyres has been furnishid to the Ccmmittre. 

1.30. Tbe Committee note from the opinion of the Solicitor Cenenl M t  
the State Trading Corporation had no legal or fina~cial liability in terms of the 
agreements for imported tyres which were not sold or for the loss incmred 
by the importers in the transaction. The Committee note that a number of other 
issuer were also posed before the Solicitor General. They hope that in the light 
of the Solicitor Geoeml's opinion on their isms, action will be taken by Govern- 
mmt to streamline the cdsting arrangements betweea the Corporation a d  its 
bllsine8s associates, agents etc. 

Action t a k n  against Messrs. Ramkrishan Ktrlwant Rai for withholding from 
Director General, Supplies and Disposals informatfon about the corn laints of 

in the tyres-Paragraphs I -35 and 2.13 (S. d' 0s. 7 and 

1 -31. The Public Accounts Committee in paragtaphs 3-73  and 3.77 
of their 64th Rtport had observed as under: 

"3.73. The Committee regret to note that so fat no action has been 
tak-n against the firm for withholding from Director General, 
Supplies and Disposals information about complaints of manufactur- 
ing defects in the tyrcs. The Committee feel that the Director 
G nefal, Supplies and Disposals as well as the State Trading Car- 
poratlon have bren unduly generous with the particular firm." 

"3.77. The Committee. frrl that the f w s  mentioned above indicate that 
these firms had some influence with the persons dealmg with this 
transaction of tyres in the office of the Director Oenaral S~pplieS 
and Dis~osals and State Trading Corporation. 



t ~32. The Inter-Departmental Cbmmittce who investigated into this 
aspeet of the case gave the following interim %dings: 

"The Ministry of Law had advised' that so long as the injunction of 
the High Court, Calcutta, operated no furlher action could be taken 
against the film-Messrs Ram Krishan Kulwant Rai. The case hae, 
however, been referred to the Special Police Establishment on 
19-1 1-66. The report of the Special Police Establishment is awaited. 
It is not possible to state whether there was any collusion between 
the ofhers of the Director General, Supplies and Disposals a rd  the 
firm till the results of the disciplinary procerdings against the officcrs 
concerned and Special Police Establsistment's investigat!ons are 
known .'* 

1.33. I n  paragraphs 1.135 and 2.13 of their Fourth Report, the Public 
Accounts Committee had made the following reccmmndations: 

"1 a135 After the injuction ofthe High Court is vacatcd, the Ccmmittce 
would like to be informed of the action taken against this firm. As 
a result of the enquiry by the Special Police and the ~esults of the 
disciplinary proceedings against the cfficels concerncd, the Ccm- 
mittee would like to know whether there was any collusion between 
the officers and this firm. The Committee would also like it to be 
ascertained whether there are any grounds for taking any action 
against any of the other firms involved in the import acd supply of 
these tyres." 

"2.13. As regards the films, the Committee understand that the 
Central Bureau of investigation is looking into the case against 
MIS. Ramkrishan Kulwant Rai. After the injunction of the High 
Court is vacated, the Committee would also like to be infcrmtd of . the action taken against the firm. The Committee would also 
like to be ascertained whether there are any grounds for t t  king any 
of thc other firms involved in the import 2nd supply of these ty~cs." 

1 -34. In their reply dated 20-1-1968, the Dtpartmcnt of Supply have 
stated as under: 

"The injunction of thc High Court against thc f i t  m Mt sst s R:mktishari 
Kulwant Rai has not yet been vacated. Further acticn against the 
firm is therefore pending. The result of the crquiry by the Special 
Police Establishment and the results of the disciplinary procecdings 
against the officers concerned are still awaircd. Action to be taken 
against other firms is under examination." 

1.35. In  a note dated 14-8-1968, the Ministry of Home Affairs have 
indicated the foltowinp position pursuant to the findicgs cf the Central 
Bureau of Investigation : 

"The allegations against M/s. Ramkrishan Kulwant Rai which are the 
subject-matter of RC. 6167-CIAO) registered on 13-6-67, arc :- 
(1) that MIS. Ramkrishan Kulmnt Rai had secured a rate contract 

from the Director Oeneral, Sup lies and Disposals by fradu- 
lently misrepresents facts about e quality of tyres knowing 
the said facts to be false; 

8 
(2) that they had supplied sub-stnndard t y m ;  



(3) that M/s. Ramkrishan Kulwant Rai had cheated the Director 
General, Supplies and Disposals authorities in obtaining higher 
rates by misrepresentation. 

1 a36. Thz invzstigation of the case has k e n  completed and the result 
is as under :- 

It has bscn established that M/s. Ramkrishan Kulwant Rai had 
approached the State Trading Corporation with a request to issue 
a circular letter to all direct demanding officers to liquidate their 
stocks of imported tyrcs which had bxn  imported under the auspices 
of the State Trading Corporation. A circular letter was issued by 
the Director General, Supplies and Disposals on 1-3-62 to all 
Government Transport Undertakings requesting them to consider 
purchase of these tyres. The matter was further pursued by the 
State Trading Corporation with the Director General. Supplies and 
Disposals and a circular letter to all direct demanding officers was 
issued by Director General, Supplies and Disposals on 28-5-62. 
In the meantime, on 21-5-62, Mls. Ramkrishan Kulwant Ra? wrote 
a lctter to the Director General, Supplies and Disposals wherem they 
referred to their meeting with the Director General, Supplies and 
Disposals officials and pointed out that the tyres were of standard 
specifications to suit tropical conditions and guaranteed for satis- 
factory performance. It was also mentioned that the tyres would 
be replaced or due cornpasaton would be paid in case of premature 
failure due to manufacturers' defect without giving expected mileage. 
Photostat copies of thl: manufacturers' guarantees and the letter from 
U.P. Governmmt Roadways about the satisfactory performance of 
the tyrcs wzrc also attach.d. Though this letter was received by 
the Director Gmsral, Supplies and Disposals before the issue of the 
circular letter dated 28-5-62 th.: file does not indicate if it ,was t hc 
basis for the issue of said circular lettcr. 

1 ~37. Mls. Ramkrishan Kulwant Rai approached the Director General, 
Supplies and Disposals for a rate contract on 8-8-62 in respect of the tyres 
lying in their stock. It was pointed out by the firm that thc samples of the 
tyres had bjen inspscted by the Director of Inspxtion, Director General, 
Supplies and Disposals, Calcutta. No mention was made about the quality of 
tyres and ths guarantees regarding paymcnt of compensation in case of pre- 
mature failure which had bxn  m-ntioned by thc firm in their letter of 21-5-62 
when they had requested for the issue of a circular letter to all direct 
demanding officers. 

1.38. As regards the pric, it was mpniioncd by the firm that they would 
charge Rs. 349 as against Rs. 380 for a tyre of 825 x 20>: 12 with a tube and 
a flap, as suggested by the State Trading Corporation and mentioned in the 
circular lettcr isswd by the Director Gmcral, Supplies and Disposals. It 
will thus b3 s:en that thi: firm cleverly made no rzprcscntation about thc 
quality of tyrcs whnn asking for the rate contract, ncither there was any 
mzntion about the guarantee in case of premature failure of tyrcs. The 
fault, th~rcforc. lies with the officers of the Director General, Supplies and 
Disposals who failed to incorporate the guarantee clause in the rate contract 
for which Shri. . . . . . . . (D3puty Director, Directorate Gcneral, Supplies and 
Disposals) and othsrs havc b:en found ssponsiblc. It has, however, been 
see? that MIS. Rarnkrishan Kulwant Rai had addressed various communi- 
cations to the State Trading Corporation and the Government about the bad 



quality of tyr~s. Thxz w:rz also similar complaints from some of the pur- 
chasers. Ths firm had elso taken up the matter regarding the defective 
quality of tyres with the manufacturers through the Government and had 
return,d a larg: quantity of tyrcs to thc manufacturers for which they were 
fully comp:nsated. Th: manufacturers. however, although they paid the 
compmation, did not agree that th!: tyrcs were defective. 

1 .39. Th.: question regarding thc substandard nature of tyres supplied 
by thc firm wa slookcd into by an Inter-Departmental Committee who in their 
report dated 3-7-67 have come to the conclusion that 'during the period 1-1-62 
to 3 1- 12-66, the average kilometrage per tyre performed by an indigenous 
tyre is 21,580 and the average kilometrage per tyre performed by the Cor- 
datic tyrr: (supplied by MIS. Ramkrishan Kulwant Rai) is 20,747. In other 
words. the performance of Cordatic tyre is more or less the same as that of 
indigrnous tyre.' 

1 -40. During thc course of investigation, it has also been found t h t  
the c.i.f. price of all the tyres of the size 825 x20x 12 ply rating imported by 
MIS. Ramkrishan Kulwant Rai was the same viz. Rs. 210. They, however, 
agreed to sell ST Pattern tyres of the above size alongwith one tube and one 
flap for Rs. 349 per s:t whereas they sold tyres of THR pattern of the above 
size at Rs. 360 per tvre without tube and flap and thereby Government 
was put to loss. The investigation has shown that when MIS. 
Ramkrishm Kulwnnt Rni offer 7,100 THR pattern tyres, thcy did not 
quote the price but statcd that they would do only on being 
informd that thc tyr:'s wcrc acceptable. They also showed the tyres 
to the C.O.D., Kandivili and when the Director Gcneral. Supplies and 
Disposals askcd ths O.C., C.O.D., Kandivili if the tyres were acceptable to 
him, th: lattw rcplied in t h: affirmative. Director. Ordnance Services, 
Army Hsrtdquartcrs was not infornxd about the offx and acceptance of the 
THR bsttcrn tyrcs both by Dircctor Gcneral, Supplics and Disposals and 
C.O.D., Kandivili. 

(1) The Dircctor General. Supplies and Disposals authorities while 
negotiating, asked the firm to give thc brcak-up of the price. 

(3) In thc abovc break-up, th,: firm did not makc any misrepresentation. 
(4) Thc firm had also quoted Rs. 380 pcr st of tyres which was thc 

pricc mxioncd in th: circular Ictter. Thz firm, howcver. mcntioned 
that 3s  a special case. th,:y wrr: prepmd to rcducc thc price to 
Rs. 360 for a tyrc only. 

1 4 1 .  In vicw of th: ahox facts, according to thc law offiwrs of the 
C:ntral Burzau of Invcstigation. i t  could not bc said that the lirm had made 
any mimprzs~nwtion regarding the price. If the previous correspondence 
had, howxx. b:cn propxly scrutiniscd by th: Director Gcneral. Supplies and 
Disp~sals authorities. th: firm would not hnvz bxn  able to g a  the increased 
pricz. As rcguds the quality of tyres. it is truc that the firm had rcceivtd 
complaints r:gwding t h h  quality of tyrcs but this fact wilq within the knowledge 
of th: Statc Trading Corporation authorities who should have brought thii 
fact to the notice of th: Dircctor Gmral ,  Suppliesand Disposals. The 
,Committee hrrv,: b:en furthx inform:d that the question of taking suitoblc 
action against the firm is undcr Gxzrnm+:nt's consideration. 



1 -42. The Committee note that the questha of U a g  appro ate rdkr l? against M,/s RUIPIVI8hP13 Kalwant Rai is under the conddention of overnnwmt. 
'ilrey WOW mge that a decision on this issue should be taken by Coverament 
-Y* 
Compensation for defective tyres-Paragraphs 1 .loo, 1 -101, 1 -102 and 2 -14 
(S. Nos. 22 to 24 and 52) of Fotirth Report: 

1-43, In paras 1.100, 1 -101, 1 *I02 and 2.14 of the Fourth Report 
(Fourth Lok Sabha) the Committee had made the following observations: 

"1 -100. The Committee entirely agree with the views of the Secretary 
of the Ministry of Commerce that'for a public sector d r t a k i n g  
like the State Trading Corporation the respollsibility to  thc user 
should have weighcd with them a little more than the res~onsibility 
of the Associate'. The Committee feel that the State Trading 
Corporation and the Ministry should take nccxssslry action to bring 
to the notice of all the bulk purchasers, specially thosi whom they 
had approached earlier to purchase the impontd lyres. thc procedure 
for claiming compensation for defective tyres so that thcy may file 
their claims." 

"1 0101. The Committee would also like to draw atttntion to thc 
specific provision made in the agreement with M!s. Ramkrishan 
Kulwant Rai to the ~ffect that 'the failcd tyrts will be cxamincd by 
a panel. . . . . . . . . .and that the decision of the pancl will bc binding* 
and that 'they shall give adequate compensation to the party con- 
czrned as per the decision of the panel'." 

"1 -102. Thc Committee, thcrcfore, see no rcason why State Trading 
Corporation and Govtrnmcnt should not be able to ensure payment 
of proper compensation to the users who havc sutfur~d loss on 
account of the supply of def~ctivc tyrcs." 

"2.14. The Committee reiterate their obsl:rvation contained in para 5.4 
of their 64th Report that 'Gov~rnm~nt  should take immcdiste s t ~ p s  
to assess the losses suffered by the various usc rs. pi:., Defence, Trans- 
port Undertakings. etc. due to the purchase of thesc dtfcctivu tyrcs 
and to szcure adequate comprnsation from the firna/State Trading 
Corporation'." 

1 44. In thcir reply dated 10-7-1968 to paragraphs 1 -100. 1 -101 & 
1.102, the Ministry of Commerce have statcd: 

'On reczipt of Public Accounts Comrnittec's recommendation. the 
State Trading Corporation had writt~n to all the importers indi- 
cating that they are liable to pay compensation wherever claims in 
respxt of defective tyres had been established. Except one firm. 
namdy General Industrial Store Supplying Co. all the other 
firms have informed the State Trading Corporation that they 
havc no legal liability at this stage." 

1.45. In a further note dated 14-8-1968, the Ministry of Commcrotl 
apprised the Committee of the following position: 

"The four firms through which State Trading Corporation had impor- 
ted tyres, were allowed after 7-2-1962 to sell tyres to any p rson  and 



at any price. All the tyres suppli~d through Dircctor General, 
Supplies and Disposals were after this date. From the information 
supplicd by Director Gmzral, Suppliw and Disposals only 3 firms 
viz. MIS. Gmeral Industrial Store Supplying Co., Calcutta, MIS. 
Ram Krishan Kulwant Rai and MIS. Khsmka & Co. (Agency) Pvt. 
Ltd. supplied tyres at rate contracts to Director G nsral, Supplies 
and Disposals. Th:: number of total tyres purchased by the Govern- 
ment Agmcies through Director General, Supplies and Disposals 
and by the Defenc: and th: numb:r of tyres reported defective are 
indicmd below: 

Name of the Firm No. of No. of Total 
tyns claim 

p u M  CiR.9.) 

M/s. General Industrial Stom Supplying Co. 
Through D.G.S.&D. . . . . . . . .  214 994- 10 tubes 33,864 

Defence 
Director General. Ordnance Factories 2,765 49 18,620 
MIS. Ram Krishan Kulwantrai through D.G.s.&' 

D. . . . . . .  . . . . 632 390 t 16 tubes 1,01,623 
Defence 
C.O.D., Kandivili . . . . . .  . . 5,904 138 54,648 - 

M/s. Klronkn & Co. : Full information about the numbcr of tyres 
reported dcfcctivc out of the supply made by this firm i s  not readily avail- 
ilhle. 

Statc Tr'lding Corporation is obtaining information regarding the 
pr~sznt stclgz of tllc settlement of tlic claims and thc Committtc will bc 
informzd shortly. 

1 .46. I n  rcsponw to furthcr question:, from tie Committee, the 
following inform;~t ion \+-a5 furnished by Ministr) of Commcrcr in a notc dated 
2 1-9- 1968. 

" h r o l r l r t  r w c i ~ - c d  1 ~ .  I /W f j r m  froor their pri~rci/mls as cor)~pensation. 
Th.: Stiltc Trading Corporation had in~p~ctcd tlc accounts of the 4 

ti rmf who had imported th:. tyws. This inspection r~vealcd that tht following 
amounts were rccciv~d from the forcign suppliirs as compensation: 

1 .  MIS. Ram Krishan Kulwant Rai . . . . . . . .  Rs. 6.19 W 
2. Mls. Gcncral Industrial Store Supply Co. . . . . . .  Rs. 6 ~17  lakhs 

. . . . . .  3. MIS. Khemka & Co. . . . .  Rs. 2.24 lakhs 
4. MIS. Consolidated Equipnmt Co. . . . . . .  Rs. 0.21 lakh 

Two firms viz., MIS. Ram Krishan Kuiwant Rai and MIS. General 
Industrial Store Supply Co. have re-exportrd to their suppliers 

...... 13,000 numbcrs and 7,300 nos. of lyres.. 
Cfrrirtu for conipcrtsntion for defective tyres receiredsojirr fronl Central Govern- 

ment Dc.pnrrnrents, rtc. : 
It is bilhmittcd for thc Committee's information that State 

Trading Corporation had issued rcleosc ordtrs in 
favour of Government Lkpartmen ts, Transport Undcr- 
takings. ctc. only upto 1st April, 1961. Aftcr that 



h e n  taken up with the firm by the State Trading Corporation f o r  
paymmt of compmat ion." 

1 -48. In reply to paragraph 2-14. the Department of Supply haw stntcd 
in a note dated 20-1-1968, as under: 

"All the reports received from the Indentors agdinst the defcctiye 
tyres have been reported to the State Trading Corporation for consi- 
deration of adequate comp:nsation against each case. The: progress 
in this respect and the amount of comrensation paid to the indentor 
by the firm through the State Trading Corporation is still awaitcd." 

1.49. In a further note dated 17-8-1968, the Department of Supply 
have intimated the following progress in the settlement of the claims: 

"D-tails of compensation claims are shown in the statements attached 
to Director General. Supplies and Disposals letter No. DSCN 
PACjSV-8/67 dated 19-7-67 addressed to StateTrading Corporation. 
Further progress in the settkment of claims is as follows : 

MIS. General Zttdustrictl Stores Supplying Co. 
Discussions were held in the Directorate General, Supplies and Dis- 

posals with the firm on 21-3-1968. The firm agreed to pay compensa- 
tion @ 30 "/, for all dcfeclive tyres and refund the full value of unused 
tyrcs, t u b s  and flaps. The Pay and Accounts Officer, Ministry of 
Works, Housing and Supply, New Dzlhi was instructtd to make 
deductions worth Rs. 14,831 -30 from the pcnding bills of the firm in 
satisf.wion of indentors' claims.. . . . . . . . . 

. MIS. Runt Krislzan Kulw~ucrnt Rai. 
The State Trading Corporation informed Director Gcneral, Supplies 

and Disposals on 19-12-1967 that the firm had not agreed to thc 
Panel m:eting. Thc firm contendtd further that thc claims of Statc 
Trading Corporation wcrz time-harnd. 

The State Trading Corporation haw sought the advice of the Solicitor 
Gcneral. which is still awaitcd. 

In addition to claim for premature failure of various tyrcs. . . . . . . . thc 
Dircctor G:neral, Supplies and Disposals issu~d a dcmand notice 
on th2 firm for paymsnt of Rs. 3, 71,952 as compensation for sub- 
standard supply of 5,904 tyres against the ad-hoe A/T No. SV-31 
81080-PjVj344, dated 12-6-1963. The firm's reply refusing the claim 
is under consideration. 

M/s. Khemka and Co. 
( i )  Ad-hoc AIT .for 750 sets required by Direcror General, Border 

Rouds (AIT No. SV-3130237-NI V/6925 dated 1-1 1-1962). 
The State Trading Corporation reportcd on 17-1-1968 that the firm have 

agreed to thz inspection of failed tyrcs by the Panel. The Director- 
G:neral. Border Roads was advised by Dircctor General, Supplics 
and Disposals on 29-1-68 to despatch the failed tyres to the firm's 
godown on 'freight paid basis'. The Director Gcneral, Border 
Roads approached the State Trading Corporation on 20-2-68 to. 
intimate consignee instructions for arranging the despatch of thc 



unserviceable tyres. Further developments arc awaitcd. Slate 
Trading Corporation was last rtrnindc d on 21-6-68. 

~(ii) Ad-hoc AIT No. STV-3125697-N/I//6814, doted 25-8.1962 for 
310 sets of Russian tyres. 

The tyres did not fit somr: particular vchiclc s. 
The Law Ministry have opinc d that in thc absence of any manufacturing 

defect. the tyrc.s did not fit some particular vehicles, no valid claim 
a n  be made against the firm at this stag, and the mattcr has been 
treatcd as closcd. 

(id) Claim of Indian Telephone Industries, Bangalore. 
As the order in qucstion was placc d b, fort th! issus of Rate Contract, 

thc indcntor was advisc d on 3/56-1967 to settle thc matter direct 
with thc State Trading Corporation." 

1.50. Tbe Committee 0bSe~e from the information farn3shed to them 
&at the hur firms which imported tyres received the following sums frcm their 
principals abroad, for payment of eompertsation for defective tyFes srrppiied 
by them to various parties. 

- 

AmoPat 
Name of the firm (in lakhs 

of 

- - 
1. MIS. Ram Krishan Kulwant Rai . 6.19 
2 MIS. General Industrial Store Supplying Co. . 6.17 
3. MIS. Khema & Co. . 2-24 
4. M!s. Consolidated Equipment Co. . . 0.21 

While tbree of these firms have agreed to pay compensation and are h the 
process of settling claims on this account, MIS. Ram Krisbo Kdwant Rai bave . not agreed to pay any compensation on the plea that claims are t h d m r d .  
Tbs Committee consider this attitude unethical and would U b  Governmeat 
,toooasldrc what .cLloaco~lldktakenagrinsttbe&laS~~thkrqpd. 'Ik 
Committee woad also like the Department of Supply and State Trading Colc 
porntion to ensure that pending compensation claims are expedithdy stttled 
by the other three firms. 

1.51. The Committee have earlier in this Report dram at tenth to 
tbt necessity to ensure that imports arranged by the S:ate Trading Corpora- 
tion througb their business associates arc of the specitic quality. The ex- 
porience in thh case suggests that it might be necessary for the Corporation 
to evolve some arrangements to ensure that wbere imports arranged by teeir 
bnsinms asseciates turn out to be sub-standard, the actual users are adcquatdy 



. CHAPTER 11 
RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 

ACCEPTED BY GOVERNMENT 

MINISTRY OF DEFENCE 
Recommendation 

1.9. ~ h c  Committec rogret to note that no reply was rcceivcd from 
Go\rcmmcnt by the end of February 1967 i.e. within three months of the dato 
of tllc presentation of thc 64th Rtport of thc Public Accounts Committce 
(Third Lok Sabha). Thc Committee arc unable to appreciate why Go- 
vcrnment waited till 18th April 1967, lo constitute an Inter-Departmental 
Co-ittec to consider thc various rccommendations/obscrvations made 
by thc Public Accounts Committcc in thcir 64th Rcport (Third Lok Sabhii). 

[Sl. No. 1 of Appendix XI to Fourrh Report of the Ptrblic Accotcnrs 
Conunittee (Fourth Lok Subha)--1 967-681 

Action taken 
Copics of the 64th Rcport (Third Lok Sabha) of thc Public Accounts 

Committct. were reccived in rhc Ministi.!. of Dcfincc cn 3rd Dcccmbcr 
1966. Immcdiatcly thrrrafter action was initiat~d to examir;e the various 
r~com~ndations/obsrrv;itions with the authorit ics conccrncd. As a 
result, a reply was sent ro th: rccommendi~tion at scrial No. 45 of the Report 
in question on thc 21 st Fcbrunry 1967. Thc othcr rccommendations/obsrr- 
vations ~ r c  also undor sctivc cxnmination. Thus. action on thc various 
recomme~ndations of the Comrnittec concerning this Ministry was alrcady 
in hand and had made considcrablc progress even before the qucstion of 
~ t t i n g  up an Inter-Departmental Comrnittce arose. In the meantime, a 
number of Questions on this subject of purchase of imported tyrc s were 
raised and nnswcrcd in the Parliamcnl by the Defencc Ministcr during March/ 
April 1967. Towards thc end of March 1967. it was felt that it would help 
to expeditc action on the rccommcndations of thc PAC if an Inter- 
Departmental Cornmittel: coordinated action of thc 3 Ministries and 
submit inter alia draft rcplics to all the rccommendations. The Intcr- 
Departmental Comrnittec was accordingly constituted on 18th Amil, 
1967. 

DADS has seen. 
[Ministry of Defence Note No. 14(13)/67!D. (0. I . ) .  dated 16-10-1 967.1 

Recommendation 
1.10. The Committcc are also constrained to point out that Govcm- 

mcnt did not take prompt noticc of the recommendations of the Committee 
in as much as the W c e r  Commanding, Malad, against whom the Com- 
mittee had passed strong strictures and recomrnendcd investigation. was. 
allowed to retire prcmaturcly from servicc on 16th Deamber, 1966 id., 
two weeks after the presentation of thc Rcport of thc Committcu: on 
30th November, 1966. 

[St. No. 2 of Apperrdix XI to Fourllt Rcport of the Public Accounts Corn- 
mitree (Fourth Lok Sahhrrb1967-681. 



1.1 1. The Committee have dcalt with t k s  mattir at gleaicr :en& 
in paras 1 .I56 to 1.158 of this Report, but here they would like to emphasise 
that Govcrnmmt should take prompt and due notice of the rrcommrnda- 
tions made in their Reports so that any ncctssary invcstigsiticn or irquiry 
or any rsmcdial mr-asurcs can be initiated without loss of time. 

[SI. No. 3 of Appendix XI to Fourth Report of the Public. Accounts 
Cotr~ntilree (Fourtlr Lok Snbha)-1967-68.1 

Recommendation 
1.158. The Committee arc not convinccd by the explanation advanc- 

ed by the Ministry of Defence for not taking prompt notice of the spccific 
recommcndations made by thc Public Accounts Committce in their 
64th Report about thc lapses on thc part of the Officer Commanding COD, 
Kandivili (Malad), in rcgard to thc purchase of importcd tyrcs. The 
Committee are unablc to apprcciatc how thc irregularity committid by this 
Officer in accepting 5.904 THR tyrcs in licu of cross country tyrts. in con- 
travention of the instructions of Army Hcadquartcrs. was over-looktd whilc 
processing his application for prcmaturc rctirtmcni. in spite of the instruc- 
tions datcd 2nd Scpttmbcr. 1966 of tllc Dcfrncc S c c r ~ t a r ~  that invcstiga- 
tions should be madc into thc cast and the obstrvations made by the 
Public Accounts Committic on the conduct of this Cffictr in tht ir 64th 
Rcport. prcantcd to the Housc on 30th No\~mbrr.  1966. The Committcc 
would likc thc responsibilit? for allou ing this Oficcr to retire prrmaturely 
on 16th D~ccmbcr, 1966 to be fuctd and dctcnent action t a k ~ n  against 
thosc ~ h o  are found rcsponsiblr for this Iapsc. 

[SI. No. 34 of Appendix XI ro Fourth Rcport c$ the Public Accounts 
C m i t t e e  (Fourth Lok Subha)-- 1 967-68.1 

Recommendation 
2.12. The Committcc haw also not bccn able to appleciate how 

the irregularity committed by thc COD Kandivili (Malad) in accepting 
5,904 THR tyres in lieu of cross country tyres in contravention of the ins- 
tructions of Army Headquarters was ow-looked whilc processing his appli- 
cation for premature rctircmcnt and he was allowed to retire on 16th De= 
amber. 1966, and that contrary to  thc instructions of the Defence Sctc. 
tary that an investigation should be undertaken into the caw and thc o k r -  
vations made by the PAC on the conduct of this Officer in their 64th Report 
prcsonted to thc House on thc 30th November, 1966. 

[SI. NO. 50 of Appendix XI to Fourth Report <If rlre Public Accounts 
Committee (Fourth Lok Subha)-1967-68.1 

Actinn taken 
There arc: two points covcnd by thc aforesaid recommendations of 

the: committee. The first pertains to thc need for prompt and due noti= 
on the recommendations of the committee. This observation is noted for 
future guidance. The second point pertains to inwstigation into the &- 
cumstances under which in s p i t ~  of the proctxdings before the PAC in 
September, 1966 and the rcport of the PAC dated 30th November, 1966, 



~ h :  cireumstm~~ under which, the Pdkfr  a an ding. (2nrml 
 pot, ~ d d ,  was . I l o ~ d  to pnmt~mb' .IE Stat1 d h 

p.ragapb 1.156 and 1.157 of the Public A ~ W 1 t s  C o d t t e ' ~  4th Re- 
(4th  LO^ s.bhs). ~n t~npli0cation, the podtion is as follows. : 
3. It was pointed out to the Public Accounts Committee during thc 

.discussions in S~pttmber 1966 that a lapse on the part of this Offio r in 
awpting the THR tyrcs had just thtn come to the notice of Gov rnmcnt 
and it was mentioned that the circumstances under which thc said lyres 
were act-pt~d were hing invtstigatcd. A rtfercnu is invited in &is con- 
nection to paragraph 4 -6 of the Public Accounts Committee's 64t h Re port 
(3rd Lok Sabha). A note was accordingly sent by *ht D. fcna S crc tary 
to th; Master General of the Ordnance on the 2nd 6pt t  mbc r 1966 rt quc st- 
ing an inquiry into the matter. This case was accordingly bc icg dcalt 
with by Master GL~-ral  of the Ordnance Branch in Army Htadquarttrs 
and the 0fEc:rs comrntd in the Ministry of Dtft ncc dtaling with the 
M W s  Branch. Several notu were cxchangt d on this f i l ~  in this connc c- 
tion and no final dtcision had been rcachcd by tht time thc PAC's 64th 
Report (3rd Lok Sabha) was received in this Ministry (i.e. on 3rd D~arn- 
ber 1966). 

4. The question of premature retirement of this cfficcr was, how- 
ever, F viv d by the Military Sicrctary's Branch on 7-10-1966 and pro- 
cess~d by th m with ths  offiars concerned in the DC fi ncc Ministry d, aling 
with that Branch. This file, howevir, did not contain any r( F rt net to 
the D f nc S cr~tary's note datid 2nd Scpttmbir 1966 as thc Military 

.Secr,tary's Branch was not aware that the conduct of this officc r was under 
inwstigation in another case. The proposal to prt maturtly rl tirc this 
offic r was approv~d by the Defc ncr Minister on 1-12-1966 i.e. bt fcrc tbe 
PAC's 64th Rs port (3rd Lok Sabha) prescntcd to thc Lok Sabha on 
30-1 1-1966 was rtc-iv d in the Ministry on 3-12-1966. 

5. Th re was thus a lack of coordination at thl particular tim when 
the cas . for premature. retiremc nt was received by the Military S crl I c ry's 
Branch in Octob-r, 1966. To rcctify this dc fcct rt m dial action has alr~ rdy 
been taken as explained in the concluding portion of para 1 .IS7 of the 
PAC's 4th R :port (4th Lok Sabha). The defect was one of proa dure, 
and it will be appr~ciatcd that no particular individual can b( htid 
responsi bL . 

6. In accordance with the Army Act 1950. no trial by Court Martial 
of any nerson subject to this Act can commence afier the xpiratir r r f  thrc e 
years from the date of such offence. In this particular case, the date of 
offence, if any, would be 12th April, 1963 i.e. the date on which he wrote 
a letter to the DGSBtD. communicating his acceptance to THR tyres 
in lieu of Cross-Country tyres. Therefore, he could not be tried for this 
offence after 12th April, 1966. The fault of intimating acceptance of THR 
tyres against the indent for Cross-country tyres came to the notice of the 
Defence Ministry for the h t  time on 1st September 1966 when the Ch&b 
man, Public Accounts Committee infonned the Defence Serretary that he 
would like the latter to appear before the Committee on S& September 
1966 in the matter of Audit Report (Civil) 1966. As such even if thrs o5wr 



had not been pnnittcd to rain, action could not haw becn pmewxi  
against h h  d~ thc h y  Act fat my ORCI~C~ committed prior to Scp 
tembx, t963. d L  

7. Even if thc fact that the conduct of this o f f i a ~  was under in 
quiry in connection with thi: purchase of imported tyres had k e n  brought 
on the file relating to his premature rctiremmt before orders were passed. 
it is submitted t h a ,  in view of the gravity of the laps on the part of the o86;oer 
which was subsequently cstiiblished, it would have been undesirable and 
against public interzst to retain this officer any longer inservice and the 
only action, apart from a prosecution, that could then have k e n  imposed 
would have been cithcr to withhold his psnsion in its entirety or reduce 
it. Such an action could be taken after retirement as well as before retire- 
ment. The said psnalty has already been imposed by Government. Thus, 
the premature retircmmt did not result in the officer escaping punishment. 
The premature retirement of the officer has in no way affected the Govern- 
ment's ability to take action against him according to law. 

8. The question whether this officer has assets disproportionate to 
his means is being inquired into through the Centrdl Bureau of Investigation. 
Further, a case under Section 420 I.P.C. has also k e n  registered by the 
Special Police Establishment against Messrs. Ramkrishan Kulwant Rai. 
If, as a rzsult of th: inquiries, any greater default on the part of this officer 
is disclosed, necessary further action could be taken. If an offence is dis- 
closed under th:: Prcvcntion of Corruption Act, the prosecution of the officer 
could also be considered. 

9. It will thu, b,: seen that therc are three lines of action for any 
default. Th:s? can b.: used concurrently or alternatively. The first is 
action under the .4rmy Act, the second is departmental action by way of 
stoppag: or reduction of pxsion and the third is prosecution under the 
Prcvmtion of Corruption Act. The first line of action was time-barred 
on 12th April 1966 and rzt1rzm:nt has no bearing thereon. The other two 
lines of action again are not alikted by retirement and arc milintainable 
in th: same dzgrw after retircmnt a3 bzforc. rctirzm:nt. 

10. DADS has sen .  
[Mitiistry of Dqfetice ~Vore iYo. 14(1 S)!67,'D (0. I . ) ,  (It. 26! 10,'67]. 

SUPI~LCMENTARY NOTC 
SUBJLCT : 4th Report (4th Lok Subha) of rltc Public dccou~~ls  Co~n.rnit- 

rce.-Rccotrtntal~Intio~~s h'os. 2 ,  3,-31 utld 50 of Appendix XI 
rl~ereto. 

With reference to paras 8 and 9 of the Defence Ministry's notc No. 14 
(15)]67/D(O.I.) datcd 26th October, 1967 forwarded to the Lok Sabha Sec- 
rctariat under the Ministry of Defence Office Memorandum Nu. 1 1 ( '  4)!66/D 
(Budgct) dated 3rd Novembsr, 1967, in connection with the recommenda- 
tions made by the Public Accounts Committee at S1. Nos. 2, 3, 31 and 
50in appendix XI to their 4th Report (4th Lok Sabha), the position in re- 
gard to the following aspects is indicated in thc subsequent para- 
graphs :- 

( i )  The results of the investigations of the case against the OC, 
COD, Malad regarding his assets disproportionntc to his 
means; and 
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(ii) The progress of the investigations regatding the regis- 
tered against MIS. Ramkrishsn Kulwant Rai wlth a vkw'lto 
consider whether any greater default is disclaeed against 
Ofiicer Commanding, COD, Malad. 

2. In regard to para I(i) above 

The case of the OC, COD, Malad having assets disproportionate to his 
means has been examined by the Central Bureau of Investigation, who have 
stated in conclusion on 15th November 67 that "in view of the circuptan- 
ces of the case, it is felt that no useful purpose will be served by regster- 
ing a case and conducting an investigation against OC, COD, Malad at 
this stage." The Central Vigilance Commission on 5th April 1968 
has agreed to treat the case as closed. The Defence Ministry on 20th 
May 1968 have accepted the advice of the Central Vigilance Com- 
mission. 
In regard to para l(ii) above 

As regards the case registered by the Central Bureau of Investiga- 
tion against MIS. Ramkrishan Kulwant Rai, the investigation report 
of the Bureau has not yet been received. As mentioned earlier on 26-10-1967 
if the enquiries in progress by the Special Police Establishment against 
Messrs Ramkrishan Kulwant Rai disclose any greater default on the part 
of OC, COD, Malad than the defaults for which action has already been 
taken against him, further action 14 culd be considered against him. 

4. DADS has seen. 
[Ministry af Drfc~~cc Note No. 14(12)/67/D(O.I.), dt. 23-8-1968]. 

Recommendation 
1.9. "The Committee regret to note that no reply was received 

from Government by the end of February, 1967 i.cl. within three months 
of the date of the presentation of the 64th Report of the Public Accounts 
Committee (3rd Lok Sabha). The Committee are unable to appreciate why 
Government waited till April, 1967 to constitute an Inter-Departmental 
Committee to consider the various recommendations~observations made 
by the Public Accounts Committee in their 64th Report (Third Lok 
Sabha)." 

[S. No. 1 of Appnidix XI of 4th Report (Fourth Lok Sabha)]. 

1.10. "The Committee are also constrained to point out that 
Government did not take prompt notice of the recommendations of the 
Committee in as much as the Oacer Commanding, Malad, against whom 
the Committee had passed strong strictures and recommended investiga- 
tion, was allowed to retire prematurely from service on 16th December, 
1%6, Le. two weeks after the presentation of the! Report of the C o d t t e e  = a?& N Q W ~ T ,  1966 ." 



Action MOD 
A note showing aotion takrn on the above recommendations ltas 

already been submitted t o  the Lok S&ha Secretariat by the Ministry of 
Wence under their No. 14(151/67/D(O.l) dated 16-10-67 and 26-10-67. 

Recoanmendatlan 
1.1 1. "The Committee have dealt with this matter at greakr ka@ 

in paras 1.1 56 to 1 .IS8 of this Report, but here they would like to mpha- 
sise that Government should take prompt and due notice of the reoom- 
mendasions mad( in their Reports so that any necessary.investigd~n 
or enquiry or any remedial measures can be initiated without 10s 
of time." 

[S. No. 3 of Appendix XI of 4th Report (Fourth Lok Sabha)]. 
Action taken 

This observation is noted for future guidance. 
[Deptt. of Supply Note No. PI-! 3(! 7)/67. &fed 26-4-;968]. 

MINISTRY OF COMMERCE 
Recommendation 

1.9. "The Comrnittec rcgret to note that no reply was received fropa 
Governmcnt by the cnd of Fcbruary, 1967, i.e. within three months of 
the date of the presentation of the 64th Rcport of the Public Accounts 
Committee (Third Lok Sabha). The Committee are unable to appreciate 
why Governmcnt waitcd till 18th April, 1967, to constitute an Inter-De- 
partmental Committee to considcr thc various ~commcndations/obser- 
vations made by the Public Accounts Committee in their 64th Rcport (Third 
Lok Sabha)." 

[S. No. 1 of Appendix XI to the Foltrdi Report (fourth Lok Snhha)]. 

Action takeo 
The Committee's observations have been noted. 
[Ministry oj' Corri~nerce Note No. 32(20)/66-ST. clotcd 10-7-68). 

Recommendation 
1.32. "The Committee do not accept the suggestion of the Inter- 

Departmental Committee 'that the linking of the alleged over-estimaticm 
of the import requirements with the difficulties experienced subsequently 
in the disposal of tyres imported in 1961 is not therefore justifiable.' They 
Eeel that if the requirements had been correctly assessed the gap between 
the demand and the supply would have been found to be far narro-. 
Insfact, it would have been found that there was no justification for 
Mmistry of Commerce to direct the State Trading Corporation to import 
giant tyres, to the tune of 1,20,000 in 1961." 

[S. No. 4 of Appendix XI to the Fourth Report (Fourth Lok Sabha)]. 



~ ~ ~ ~ v : l o ~ . n  :nt hid mid: an ass:ssm:nt of th: i m p r t  r5quir~- 
mznts of tyrzs in 1960 taking into considxation th: indigmous production 
and th: impxts through th: normal trad: channsls. Evm though thz 
first dzcision to impori 100,000 tyrzs was takzn on an ad Asr basis, in view 
of the rampant black-mzrktting and in vizw of th: num:rous complaints 
rzczivzd from various sourc:s including som: Chizf Ministers of States, 
the subsequm assssm:nt of th: technical authorities confirm:d the 
Ministry's nd hoc assessm:nt of th.: import requirtmmts. Howevcr, 
the Committee's obs:rvations hav: b:en noted and in this Ministry's evi- 
den= it had bzen indicated that in future, demand would b: even mors 
.car~fully estimated." 

[Min. of Contnwrce Note No. 32(20)/66-ST, dt. 10-7-681. 

Recommendation] 

:. 1.33. '.It is not clear to the Committee why the Statc Trading Cor- 
poration werz not asked to import tyrzs based on th:ir own comm:rcial 
judgment of the country's requirzments. Th:! Committee wzrz given to 
understand in evidencz by the rzprzsentativc of the Ministry of Commxcr: 
that the State Trading Corporation wcrz allowed to import tyrzs in small 
lots of 4,750 or so. They find, howzvzr, that orders for the import of W . N O  
t t y ~ s  by MIS. Ramkrishan Kulwant Rai wa-c allowcd to b= placed in 
February 1961, while orders for th: import of anothzr 15,500 tyrzs wcrz 
allowed to be placed by MIS. GISSCO during March 1961. This do:s not 
indicate that orders for only a small lot of tyrcs wxz allowzd to b= placcd 
each tims and that th: need for th: impm was also examin:d at cach stag,: 
in detail by the Ministry.", 
ICL. 

[S.  hro. 5 q f  Appeixh XI lo tllc Fourill Report (Fourth Lok Sabltn)]. 

E Action taken j 
The Committee's : obs~:rvations~[arl: b h g  cxamincd and a furthcr 

report will follow. 
[.\lilt. of Conm~crce Note .Yo. 32(20)/66-ST, (11. 10-7-681. 

Recommendat ion 
1 -34. "It llas already becn mmtioncd by thc Committec in thair 

64th Report (Para 1.30) that the State Trading Corporation in their lcttsr 
dated 13th October, 1961, had told MIS. Rdmkrishan Kulwant Rai "to 
defer further shipments till such time. as thc existing stocks arc liquidated", 
as the firm already had large stock of tyres on hand, but S k i  Kulwant 
Rai, "howevcr, assured our Divisional Managar that you have no difkulty 
in the salc of tyres and that the licence may bc released". It is regrettable 
that even at that stage timely action was not taken to stop furthcr shpment 
: of tyres." 

IS. No. 6 o f  Appendis' X I  to the Fourth Rcporl (Fourth Lok Subha)]. 

Action taken 

The Statc Trading Corporation in the reply had indicated that the 
firm had entered into a firm commitment with the Hungarian suppliers for 
the import of 40,000 sets and for which they had also established a letter 



of credit. The consignment was lying in Rijeka Port incurring heavy demur. 
rap. In the circumstances, the S.T.C. had no other alternative but to per- 
nut the imports, at the same time pointing out that the responsibility for 
sale would be that of the firm (Mjs. Ramkrishan Kulwant Rai). 

[Mitt. of Cornnwrce Note Nu. 32(20)/66-ST clt. 10-7-681. 
Recommendation 

1.63. "Ti~c Committee agree with the observations of the Inter De- 
partment Committee that .the Statc Trading Corporation took no steps 
whatsoever to have the quality and the specifications checked up with 
reference to the contracts made by them even after the receipt of the 
Complaints from' the importers themselves'." 

[S. h70. 12 of Appendix XI to the Fourth Rcyort (fbtrrti; Lok Snhlm)]. 

Action taken 
This Ministry has no commEnts on this as this ha> :tlready been 

accepted. 
[Min. of' Co~rirmrce Nuie nb. 32(20) 60-ST dt. 110-7481. 

Recommendation 
1.64. "The Committee would like Government to fuc responsibility 

for the failure to excrcise any chcck on the importcd tyrrs and to make sure 
that thcy wc re in accordancc with the quality and specifications laid down 
in the agrccnw nt and for which money was being paid to a foreign party. 
T h y  would also like Govcrnmcnt to make sure that the firms have not ob- 
tainld compnsation from the fonign manufactunrs on the ground of 
the lower quality of importc d gocds as comparcd with specification, without 
disclosing it to thc State Trading Corporation. It seims that M/s. Ram- 
krishan Kulwant Rai had obtainc d compnsation amounting to Rs. 6 *I9 
lakhs from the fortign supplitrs. In case they have obtained any such 
compcnsation. thc Committce would like this aspect to he kept in view 
whilc framing claims for rccovcry against all the firms concerncd." 

[S. &o. 13 of Append-u XI to the Fourth Report (Fotrrtl~ Lok Sablu)]. 

Action taken 
On receipt of P.A.C.'s n.commendations, the S.T.C. had appointed 

an Inquiry Officer to fix responsibility inter alia for the failure to e x e h  
a chcck on the imponcd tyrcs and to make sure that they were in accordance 
with the quality and specifications laid down in the agreement. However, 
this Ministry considers that it would be more appropriate to conduct this 
inquiry through the Central Vigilance Commission and the Commissiosl 
has becn approached for this purpose, and the P.A.C. will be i n f o d  
of further developments. 

The S.T.C's preliminary investigations reveal that MIS. Ramlrrishan 
Kufwant Rai had obtaincd comprnsation amounting to Rs. 6 -19 lakbs from 
their foreign suppliers. Thc inspcction of the S.T.C. has revealed hat 
GISSCO and Consolidated Equipment (India) Co. have also obtained 
compensation from their forrign suppliers to the extent of Rs. 6 a 1 7  1- 
and Rs. 21.000 rcspectivdy. The Committee's observation that if the firms 



bad obtained comp~nsation, this aspect should be kept in view w h b  fram- 
h g  claims against all the firms concerned, has been noted for neassMfy 
d o n .  

[Mn. of Commerce Note No. 32(20)/66-ST dt. 10-7-681. 

2.2. "In this re-examination of th; case about the purchase of de- 
fective tyres, the Committe.: would like to high-light certain aspects of the 
case. In respect of the rccomm~ndations at S1. Nos. 1, 2, 3, 4, 5, If, 52(1), 
52(4), and 52(5) regarding thc assessmnt of requiremznts, the Ministry 
of Commerce have accepted the suggestion of Inter-Departmental COm- 
mince that" ". . . . . . . . . . . . . . . . . . . . . . . . . .Linking of the alleged over- 
estimation of the import requirements with the difficulties experienced 
subsequently in the disposal of tyres imported in 1961 is not, thtrcfom, 
justifiable." The Committee regrct thcy cannot accept the reply of the 
Ministry of Comm:rce and hold that, if the requirements had been correctly 
assessed, the gap b2tween the demand and the supply would have been found 
to be far narrower. In fact, it may well have been found that there was no 
justification for the Ministry of Commxce to dircct the S.T.C. to 
import giant tyres to the tune of 1,20,000 in 1961. The Committee, there- 
fore, reiterate the observations made by them earlier in paras 1.28 to 1.31 
and 5.1 of their 64th Report that the decision to import the tyres in such 
huge numbers from'rupce paym:nt' countries was not taken after a thorough 
examination of all aspects of the problem." 

IS. 4 0 .  40 of Appendix XI to the Fourrh Report (Fourth Lak Subha)]. 

Actloa taken 

Covered under reply to S. No. 4. 
[Min. of Commerce Note No. 32(20)/66ST dt. 10-7-681. 

2.9. "The S.T.C., on its part, also failed to have the quality and sp:- 
cifications checked with refLrence to the contracts even after the rcceipt 
of complaints from the importers themselves. The Ministry of Commerce 
have asked the S.T.C. to fix the responsibility for failure to inform the pros- 
pcctive buyers about the spcifications, pressure etc. of imported tyree in 
ctiffaent sizes and plies. The Committee desire that suitable action shoutd 
also be taken against the officer in the S.T.C. who failed to check the quality 
aird specScations with reference to the contracts even after receipt of com- 
plaints regarding the d-fective quality of the tyres from the importets 
themselves." 

[S. No. 47 of Appendix XI to the Fourth Report (Fourth Lok Sabha)]. 

AdiaP taken 
Covered under reply to S. No. 13. 

[Min. of Commrrce Note No. 32(#))/66-ST dr. 1S7-68.1. 



- 
1.147. The Committee feel that, as pointed out by them eariier 

in para 4.20 of th:ir Report, it is difficult to appreciate th: distinction sought 
to be made for th:: rsquiransnts of thz forward a ra s  and 0 t h  arzas in 
so far as the use of imported tyrcs was conc.=rneci. Thzy hops that 
Governm:nt will keep this aspsct of th: qu:stion in view while considxing the 
purchase of go,~ds for Dafence purposes in futurz. Th= Committee note 
that approximately 4,000 imported tyres purchased by thc Ministry af 
D~fznce wcrc issued to the forward arzas. They furlhx note that, though 
th.: dzcision about making a distinction in the use of imported tyres bet- 
wzen the forward arcas and othzr arms was taken on 30th July 1%2, it 
was not communicated until the 22nd July 1963, to thz MG0s  Branch. 
They arc not able to apprzciate th2 delay on thc part of tha Ministry of 
Dcfence in communicating th:se orders of ths Minister of State for Dsfence 
Production. As rzgards th: non-irnp1an:ntation of the ordxs by the 
Army Headquarters, th2 Committee note that, according to Governmeat, 
th:re was "nothing to justify th: qucstioning th: bonafides of the mistake 
in not communicating th: dxision of ths Ministry-Army Headquarten 
have, thxzfore, bzen rcqucsted that in future instructions issued by t h s  
Ministry should be followcd by corresponding instructions to lower f v  
tions and in case therz arc any difficulties in imp1em:nting those decwons 
they should be brought to the notice of the Ministry immediately. 

[S. No. 32 of Appendix XI to Fourth Report of the Public Accotorts 
Committee (Fourth Lok Scabha)--1967481. 

Recommendatioo 
2.1 1. Apart from the delay in communicating the orders dated 19th 

April, 1963 of the Defence Minister there was a failue in the Ministry of . 
Defence to communicate promptly the decision taken at the meeting held 
in the room of the Minister of State for Defence on 30th July 1962, that 
it would not be advisable to procure tyres and tubes from the stocks avail- 
able with the State Trading Corporation in so far as the requirements of the 
forward areas were concerned. This decision was communicated to the 
MGO's Branch on 22nd July 1963, i.e., after nearly a year. This delay 
of about a year needs looking into as it might also have been a contribu- 
tory fact to the issue of some of these tyres to the forward areas. 

[SI. No. 49 of Appendix XI to Fourth Report of zhe Public Accounts 
Cornmitree (Fourth Lok Sabha)-1967481. 

Action taken 
The observation of the Committee that it is difficult to appreciate the 

distinction sought to be made for the requirements of forward areas and 
other areas in so far as the use of imported tyres was concerned has been 
noted. The. further observation that Government should keep this aspect 
af the question in view while considering the purchase of goods for defence 
purpose in future has also been noted for future guidance. 

2. The further point raised by the Committee in the preceding two 
recommtndations pertains to the noncommunication of the decislon taken 
at the meeting kld  in the room of the Minister for Ministry of Def- 
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on 30th July 1962 until 22nd July 1963. The situation in question would 
not have arisen if the minutes of the mceting had been recorded and had 
been circulated. The Public Accounts Committee has already had occa- 
sion to comment on this aspect of the matter. The Committee has urged 
that the Ministry should invariably keep the written minutes of important 
meetings whcre dic~sions are taktn.. Accordingly, instructions have been 
issued on 19tb Jan1 ary 1967 impressing upon all officers of the Ministry 
of Dcftnce to cnsure that writtin minutcs of important meetings where 
decisions are takcn are invariably kcpt. Had the minutes of the meeting 
of 30th July 1962 been drawn up and circulated, the situation in question 
would not have arisen. 

3. As has already been brought to the notice of the Committee, the 
Dcfcnce Ministc r took a vit w on 19th April 1963 that as the tyres are not 
of the quality and are not likely to bc usid in the forward areas, they should 
not be purchased for dtfincc purposs. It was primarily thcse orders 
which wtre sought to bc communici tt d to the Army HQ in the Governnzent 
lettcr of 22nd July 1963. While communicating thcse ordtrs of the Deface 
Miniskr of 19th April 1963 that thc importtd tyres should not be pup 
chascd for dl ft nce purposes? it was statt d that it had becn dccidtd that it 
would not be corrtct to use thtse tyns in the forward arias as their quality 
is not up to the mark. The Army HQ have pointcd out that the non-issue 
of the minutts of the mciting of 30th July 1962 confirmtd the impression 
of the MGO that the said mecting was purcly an informal one. It  will, 
thcrcfore, be XI n that tht. non-communication of the dccision of 30th July 
1962 a r k s  principally from the non-issue of the minutes to all who wen- 
prescnt and this dtftct has alrcady bctn rtcrificd b\ instructions to be 
followed herafter. 

DADS has seen. 
[Min. of Defence Nore No. F. 14(16)/67/D. (0.1.) d. 19-9-67]. 

Recommendation 
1.1 51. In view of' the action . taka by Govcrmnent the Committee 

do not dcdre to pursue the matttr furthcr. They cannot, howtvtr, too 
strong1 emphasis that administrative p r w  durt s and machinery should 
be fully geartd to convcy, without delay, spcjfic orders of the Ministtrs to 
all concerned for faithful impkmcntation. 

[SI. No. 33 of Appendix XI to Fourth Report of the Public Accounts 
Committee (Fourth Lok Sabha) 1967-68 .] 

Action taken 
The observations of the Public Accounts Committee have been 

noted. 
DADS has seen. 

[Milt. of D&ice Note No. 14(17)/67/D (0 .1 )  at. 19-9-67]. 

MINISTRY OF COMMERCE 

Recommendation 
2.1. ''In their 64th Report, the Public Accounts Committee had made 

55 recomendations/obse~ations. The Ministries of Commerce, Works, 



Housing and Supply (Department of Supply) and Defence haw accepted 
48 of the rccommendations." 

[Sl. No. 39 of Appendix XI lo the Fourth Repor1 i~ourth Lok Sabha.] 
Action taken 

The hinistry of Conunerce is concerned with the observations/recom- 
mendations of the following S. Nos. in the 64th Report of the Public Accounts 
Committee (1966-67). 

S. Nos. 1 to 26,28, 29. 32. to 35, 37 to 40.48,49, 52 to 55. 

Thc inter-Departmental Committee had submitted a report on thc 
various recommendatio~~s~obs~:rvations contained in the 64th Report 
of the 3rd Lok Sabha. It is obsertcd that the observations/recomqenda- 
tions against the following Serial Numbers with which the Mmistry 
of Commerce is concerned. have not bccn specifically mentioned in the 
64th Report : 

S. Nos. 34, 37, 5.1, 53 and 5 5 .  
Thc following replies are furnished in rcsp-ct of thcse Serial 

Numbers : 
[S. No. 34 (porn 3.63) qf Appendix X i V  to tlre Sis-ty-Fornth Report 

(Third Lok Sabha)]. 
"The Committee fail to understand why in the case of the Complaint 

dated 4th May. 1965 from PEPSU Road Transport Corporation no action 
was taken. The Committee would like to await the result of investigat~on 
proposed to be made by the Panel." 

Action taken 
Thc matter is being investigated and the Committee will be informed 

of the results. 
[S. No. 37 (porn 3.69) of Appndix XIY to the SixtpFo~trth Report 

(Third Lok Subha)]. 
"It. howcvcr, appears to the Committee that all the dcf~ctive t v  

might no t  ha\ c bct n rcportt d to the authorities concerned as the publlc 
were not perhaps aware of the procedure in this case." 

Action taken 
The Conunittee's observations have been noted. 
[S. No. 53 (para 5.2) of A p p ~ t d i x  XIV to thi* SixpFourtlr Report 

(Third Lok Snbha)]. 
"The Committee also regret to note that attitude disclosed by the 

STC in their note submitted to the Committee wherein they have stated 
that on the entire tyre transaction the STC earned profit without investing 
a single rupee. The Committee are not impressed with the fact that a huge 
profit was made by the STC as they feel that under the circumstances, scat- 
cit conditions and the power and the patronage that STC enjoys. it was not 
d&c~lt  to earn such profits. 

The earning of huge profit by STC under these circumstances is but 
a poor compensation for the damage which this transaction has caused." 



The Committee's observations have been noted and communicated 
to tha STC. 

IS. No. 54 (para 5.4) oJ Appendix XIV  to the Sixty-Fourth. Report 
(Third Lok Sabha)]. 

"The Comrnittec desire that responsibilities should be fixed for various 
lapses rzvealed in this case on the part of STC, office of D.G.S. & D., 
Ministry of Defence etc." 

Action taken 

The lapses on the part of the S.T.C. are being investigated and the 
resdts wd be communicated to the Committee. 

is. No. 55 (para 5.4) of the Appendix XIV tu the Sixty-Fourth Report 
(Tlrird Lok Sabha)l. 

The Committee de5i.e that Government should take immediate steps 
to assess the losses suffered by the various users viz. Def~nce, Transport 
Undertakings, etc. due to the purchase of these defective t y ~ s  and to 
secure adequate compensation from the firms by S.T.C. 

The Committee's recommendation has been accepted vi& recommen- 
dation No. 13 in para 63, Chapter VI of the inter-Repartmental Committee's 
Report. S.T.C. has rcceivcd claims from some users and these are, at 
present, under examination by the Corporation. 

[Min. of Commerce Note No. 32(20)/66-ST. dt. 10-7-681. 

MINISTRY OF DEFENCE 

2.1. "In their 64th Report, the Public Accounts Committee had 
made 55 recommendations/observations The Ministries of Commerce, 
Works, Housing and Supply (Department of Supply) and Defence haw 
accepted 48 of the recommendations. 

[Sl. No. 39 of Appendix XI to Fowth Report of the Public Accounts 
Committee (Fourth Lok Subha)-1967-68.) 

.[Ministry of Dtfenqe Note No. 14(21)/67/0/(0. I. dt. %%7)]. 



DEPARTMENT OF SUPPLY 

2.1. "In their 64th Report, the Public Accounts Committee had made 
55 recommendations/observations. The Ministries of Commerce, Works, 
Housing and Supply (Department of Supply) and Defenoc have accepted 48 
of the recommendations," 

[S. No. 39 Appendix XI of 41h Report (Fourth Lok Sabha)]. 

Noted. Thi: seven rzmaining rzcomnlendations regarding assess- - of requirements pertain tp the Ministry of Commerce as brougbt 
out m Para 2.2 of 4th Report (Fourth Lok Sabha) of the Public Accounts 
Committee. 

[Department of Supply Note No. PI-1 3(17)/67, dt. 26-4-1968]. 



Government to form a judgment on the requirements of the country taking 
into account the technical adv~ce of the Development Wing and the in- 
formation available on indigenous production, imports and other sucb 
relevant factors. 

As has been indicated in reply to S. No. 11, the S.T.C. has 
already been informed that when situations arise in future which, 
according to their business judgment, justify a review of a decision conveyed 
to them by Government, the specific points should be brought to the nobia 
of the Government so that they could review the position, if necessary. 
(This reply covers S. No. 5 also). 

[Ministry of Commerce Note No. 32(20)/66-ST, dt. 10-7-1 9681. 

2.4. "The Committce are unable to appreciate how the S.T.C. though 
aware that the specifications of the tyres from East European countries 
were 12 to 15 per cent short of Indian specifications considered themsew 
juswd in placing orders for their pi rchase from these countries in such 
large numbers and why thcy should not have asked for a review, in the 
light of these shortcomings. of Government's fiat for the import of these 
tyres from these countries so that the possibility of making these imports 
in the national intcrcst from other parts of the world could also be 
considered." 

[S. No. 42 of Appcwli.~ X I  to  tkc Fourth Report (Fourth Lok Snblra)]. 

Action taken 
Covered under thc rcply to the obscrvation in S. No. 11. 
[Ministry of Comn~ercc Norc No. 32(20)/66-ST, d l .  10-7-681. 

Recommendation 
2.7. "The Committce find that thc S.T.C. also failed to communi- 

cate to the prospective buyers that the imported tyres were 12% to 15% 
below the indigenous specifications." 

[S. No. 45 of Appendix XI  to the Fourth Report (Fourth Lok Sobha)]. 

Action taken 
Covered under reply to S. No. I I. 
[Ministrj~ of Coininerce Note No. 32(20)/66-ST, dt. 10-7-681, 

Recommendation 
1.94. "In the absence of the production of the original invoice of 

the foreign suppliers by the firm, the Committee feel that conectness of .the 
agency commission received from the foreign suppliers cannot be verified. 
The Committee desire that the original invoices of the foreign suppliers 
should be obtained from the firm and checked with a view to find out the 
correct amount of commission received by the firm MIS. Ramkrishan Kul- 
want Rai from the foreign suppliers. Such a check is all Lhe mora necea- 
sary as according to the contract, the landed cost wm to be & & e m  



on the bask of the net c.i.f. price; i.e. c.i.f. price after excluding agency com- 
mission, if any, paid to the firm by the foreign suppliers." 

[S. No. 21 of Appendix XI  to the Fourth Report (Fmrth Lok Sabhu)]. 

The Committee is aware that the Central Bureau of Investigation 
is investigating into a complaint against M/s. Ramkrishan Kuhvant Rai 
that they had allegedly cheated the D. G. S. & D. in respect of their tyre 
dealt with that organisation. The documents have been seized by them. 
Howevcr, on receipt of the Committee's recommendation, the S.T.C. 
had approached the C.B.I. to make available to them the records so that 
they could ascertain whether the original invoices were available. They 
have been able to trace only one original invoice from the records. There 
is no evidence in this invoice of any commission having been obtained by the 
Indian firm. The Corporation had also taken up the matter with the 
suppliers in Hungry directly and through the Corporation's representative 
in Budapest. From both these sources thcy have understood that the 
records are not available as it is the practice of the Hungarian supplier to. 
destroy all papers after 5 years. 

[Mi~tislry of Co~rtnterce O.M. No. 32(20)/66-ST, dated 12- 1-19681. 

Furtber information called for by the Committee 
Please state when the State Trading Corporation/Government first 

addressed the Hungarian suppliers for furnishing copies of original invoices 
for import of tyres by the Indian firms. 

Plcase furnish copies of correspondcncr exchanged with the 
Hung:irian suppliers. 

h 
[LSS D.  0. No. 2(1)/29/67/PAC. dared 7-8-1968) 

Reply of Government 
Thc files relating to the import of tyrcs by MIS. Ramkrishan 

Kulwantrai arc with the C.B.I. These files are being enminad and a 
further reply will be sent to the Committec shortly. 

[Ministry of Commerce O.M. No. 32(20)/66-ST. dated 14-8-1968] 

DEPARTMENT OF SUPPLY 

Recommendation 
1.130. "The committee hope that the instructions issued by the 

Director, General, Supplies and Disposals, on 7th January, 1967, will 
be strictly observed and that caws of this type will not recur." 

[S. No. 29, Appendix XI of' 4th Report of the P. A.C. (Fourth Lok 
Subha)]. 

As a further remedial measure, the instructions haw been rc-circuhted 
on 74-67 and i t  isrhoped that cases of this type.wil1 not recur. 

[Deplt. of Strpfly Note No. 13(17)/67-P.I. &fed 20.148). 



MINISTRY OF DEFENCE 

Recommendation 

1.139. The Committee find that it was primarily on the request of 
the firm, Mls. Ramkrishan Kulwant Rai, that the D.G.S. & D. sharply 
raised the ceiling for placing orders from Rs. 2 lnkhs to Rs. 10 laklu against 
rate contract on 12th March, 1963. In the absence of any request for this 
from the Ministry of Defence, the Committee fecl that the raising of the 
monetary limit was calculated to fa-our the firm rather than defence in- 
dentors. Another disquieting aspect of the case is that the revised ceiling 
of Rs. 10 lakhs was allowed to remain operative even after 31st March, 
1963. 

[SI. No. 31 of Appendix XI of Fourth Report of the Ptrblic Accounts 
Conmtittee (Fourth Lok Subha)-1967-68.1 

Action taken 
The observations made by the Public Accounts Committee have 

been shown both against the Department of Supply and the Defence Minis- 
try. So far as the Defence Ministry is concerncd, the observations have 
been noted. The Department of Supply will undoubtedly deal with thc 
observations so far as they are concerned. 

DADS has seen. 
[ Afinistry of Defi~rce JYO?~ A-0. 14(14)/67/ D (0. I.) dt. 19-9-67.] 

Recommendation 
1.139. "The Committee find that it was prilnarily on the request 

of the firm, MJs. Ram Krishan Kulwant Rai, that the D.G.S. & D. sharply 
raised the ceiling for placing orders from Rs. 2 lnkhs to Rs. 10 lakhs against 
rate contract on 12th March, 1963. In the absence of any request for this 
from the Ministry of Defence, the Committee fecl that the raising of the  
monetary limit was calculated to favour thc, firm rather than defence inden- 
tors. Another disquieting aspect of the caw is that the revised ceiling 
of Rs. 10 lakhs was allowed to remain operative even after 31st Madrch, 
1963." 

[S. ,Yo. 31 of' 4th Report (4rli Lok Sabh)] .  

Action taken . 
"With a view to examining this recommendation in its proper pcrs- 

pective, the then DG has been asked to explain the position. He has asked 
for certain further information. P.A.C. will be informed of the 
after explanation of the then DG has been received and examine m thls 
Department." 

Yon 
ld 

[Department of Sipply Note No. Pl-13(17)/67, (it. 26th April, 19681. * "As stated earlier under the above rccommcndation in this Depart- 
mm's action taken note forwarded to the Lok Sabha Sectt. with thp 
Department's 0. M. No. 13(17)/67-PI, dated the 29th April, 1968, thts 



recummendation was referred to the then Director General of Supplies and 
Disposals. The then DG has given his comments as follows :- 

On 8-3-1963 M/s. Ram Krishan Kulwant Rai represented that the 
Defence indentors were W i g  difficulty in placing orders with 
them under the existing monetary limit of Rs. 2 lakhs. As De- 
fence demands were larger, the firm requested tht the monetary 
limit might be raised to Rs. 10 lakhs. On this I had recorded, 
"We need not raise the limit. Defence can send their indent to 
us." Thereafter the following note has been recorded by Direc- 
tor, "Received on 12-3-1963. Director General (S. & D.) has 
directed on phone that he has reconsidered his orders of 8-3-1%3 
above and has agreed to the monetary limit in the Rate Con- 
tract being raised to Rs. 10 lakhs as Defence have to place a s u p  
ply order for about 3,000 tyres against the Rate Contract by the 
15th March, 1963, in order to utilise the funds during the current 
financial year." 

The amendment to the Ratc Contract was issued on 12th March, 
963, after approval by the Deputy Director General and Finance. In 

pursuance of the amendment C.O.D. Kandivilli placed an order for 2,850 
tyres on the firm on 15th March, 1963. The Ministry had stated before 
the Public Accounts Committee that there was no evidence on the file 
that the Defence indentors asked for the enhancement of the limit. I may 
point out that the D.G.S. & D. do not always get written requests from 
indentors. Apparently, one of them had brought it to my not& that the 
Defence indentors had to place an order for about 3.000 tyres, and this 
is supported by the fact that one Defence indentor did place an order for 
2,850 tyres on the 15th March, 1963 soon after the amendmmt was issued. 
I might at this stage mcntion that there was a single rate contract appli- 
cable to two firms MIS. Ram Krishan Kulwant Rai and M/s.GISSCO and the 
increased monetary limit applied to both the firms and not only to the fonner 
who had asked for the increase. Thus therz is no basis for the observation 
of the Committee that it was primarily at the instance of the firm that the 
Directorate Gcnc~d of Supplic3 and Disposals h ~ r p l j  rai.ed the ceiling 
for placing orders f ~ c m  Rs. 2 Itkhs to Rk. 10 Inkhc." 

This dcpartmcnt Ius no rcason to diffcr f~om thc v i ~ w s  csprcss~d 
ahovc." 

[Dcptt. of Supply Nore No. PI-13(17);'67 r1rrti.d 26-7-196Fl. 

Further information called for by the Committee 
"The D2partmcnt of Supply may he asked to start the r ~ a m n  v h y  

the rcvised ceiling of KP. 10 liikhs Wils nllowcd to rcmain opcr;l~i\.c cven 
after 31st March, 1963 and  thc action taken t o  fix rcspc)i~sihility for this 
lopsc." 

(Lok Subhn Scctt. D.,O. No. 2/ 1 /29/67/P.A.C., clutcd 11~c 7rlr Augrcst, 
1968). 

Reply of Government 
The rnmetary limit had hccn incrcascd by the D.G.S. & D. in pur- 

suancc of D.G.'S direction as rccorded by Dircctor (Vch.) in his note of 
12-3-1963 w th i t  view to enable the Dcfence D.D.0.S to pliice the Supply 



the Government in all cases of bulk imports. S.T.C. takes adequate a r e  
to see that its imports are generally at internationally competitive prices. 
Clearance from the Ministry of Finance (Department of Economic Affairs) 
is called for at the time of release of foreign exchange. 

It will thus appear that under the normal import policies which have 
b x n  in existence for a long time no import can take place except with the 
adequate safeguards and checks laid down as the necessary procedure for 
imports, applicable as much to S.T.C. as to any other importer. 

This policy and procedure is applicable equally well in respect of 
imports from the rupee payment area. There is an additional safeguard 
built into the system of impxts from the rupee area in that thc commodities 
to be imported from any East Europcan country, with each of which trade 
is carried on, on the basis of a balanced bilateralism through the mcdium 
of rupees, are generally predeterimined at the commencement of each 
calendar year on an appraisal of the necessity of the import. Thc possi- 
bility of non-essential imports is climinatcd because the items projected 
for import during a particular year are determined on the basis of essen- 
tiality as recommended by the administrative Ministries and authorities con- 
cerned. The sxond, and the more important, justification for import 
from the rupee area is that the payment for the import is made not by the 
use of convertible currency but by the export, in a planned manner, of 
commodities. Such a scheme, therefore, takes care of the essentiality of 
the import and prevents at the same timc an erosion of thc country's frce 
foreign exchange resources. 

[Ministry of Comrnerce O.M. No. 32/20/66-ST. dated 14-8-1968]. 

Recommendation 
2.6. "The Committee cannot too strongly emphasise the need for 

ensuring that imports arranged through the STC from 'rupee payalcnt' 
countries or elsewhere are really necessary and that they are competitive both 
in regard to price and quality." 

[S. No. 44 of Appendix XI to the Fourth Report (Fourth Lok Sabha)]. 
Action taken 

Dealt with under Serial Number 7. 
[Ministry of Commerce Note No. 32(20/)/66-ST, dated 10-7-196811. 

1.36. "As assured by the Secretary, Ministry of Commerce, in evid- 
ence, the Committee hope that the Ministry will be more careful while assess- 
ing the requirements of different commodities, their indigenous production 
and the need for import in future." 

1.37. "The Committee feel that the demand was grossly over-ti- 
mated with the result that a large number of tyres were imported wkch 
were not required and that this was apart from their defective quality, one 
of the reasons for the subsequent dficulty in the disposal of the 
tyres." 

[S. Nos. 8 and 9 of Appendix XI to the Fourth Report (Fourth Lok 
Sabha)]. 



Action taken 
As has been indicated in the remarks of 'this Ministry against S. No. 4, 

the Committee's observations have been noted for guidance. 
[Ministry of Comnierce Note No. 32 (20)/66-ST. dt .  10-7- 19681. 

Recommendation 
1.69. "The Committee cannot appreciate why the State Trading 

Corporation a public undertaking, knowing fully well the lower specifics- 
h of the imported tyres and their consequences to users chose to main- 
tain complete silence about even vital factors as maximum load carrying 
capacity and pressure of the imported tyres, which had a vital bearing on 
safety." 

1.71. "The State Trading Corporation's attitude to the user seems 
unfortunately to be based on the Roman Legal Maxim "caveat emptor". 
('let the buyer beware')." 

1.72. "The Committee would like to be informed of the result of 
action intiated by the Ministry of Commerce for fixing responsibility on 
the officials resoponsible for this serious lapse." 

[S. Nos. 14, 16 & 17 of Appendix XI to the Fourth Report (Fourth 
Lok Subha)]. 

Action taken 
On receipt of the Committee's recommendation, the State Trading 

Corporation had appointed an officer to fix the mponsibility for the lapses 
indicated by the P.A.C. However, this Ministry considers it would be 
more appropriate to conduct this inquiry through thc Central Vigilance 
Commission and the Commission has bcen approached for this purpose 
and the PAC will be informed of further developments. 

[Ministry of Comnierce Note No. 32(20)/66-ST. dt .  10-7-19681. 

Recommendation 
2.8. "The Committee deprecate in particular the attitude of the S.T.C. 

in not communicating vital informatin regarding specifications, quality 
aod performance of the imported tyres to the D.G.S. & D. specially when 
it was known that the= tyres were being procured for thcuse of the Defence 
Force." 

[S. No. 46 of Appendix XI to the Fourth Report (Fotrrth Lok Sabhu)]. 
Action takes 

Covered under replies to S. Nos. 14, 15, 16 and 17. 
[Ministry of Commerce Note No. 32(20)/66-ST dt. 10-7-1 968)]. 

Further information cpllcd for by tbe Committee 
Please intimate the date on which they made the reference to the 

Central Vigilianoe Commission to investigate the conduct of officials of 
the S.T.C. The specific points required to be covered in the investigation 
may also be intimated. Plcasc also indicate the progress made in the in- 



Action taken 

This recommendation grime.rily concerns the Ministry of Com- 
merce which is the Ministry adrmnistratively concerned twith the Statc 
Trading Corporation. 

[D~gartment of Supply Note No. P.I.-13(17)/67, dt. 26-4-1968]. 

1.88. "The Committee cannot hdp  concludinp that had adviced 
of the Solicitor General/Additional Solicitor Gener:il been t:ikcn in 1961. 
11s suggested by thc Deputy DivisZonal Manager (Law) of State Trading 
Corporation, the uncerdainty about the legal and financial responsibility 
of the Statc Trading Corporation would have been dispellid. It would 
:ilso have made the State Trading Corporation rrnlise that it had no par- 
ticular obligation repeatedly to approach Gnvcl nment:il pu~chasing or- 
panisations to facilities the disposal of imported tyles which were known 
to be below specifications. The Ccmmittee feel that even now the Ministry 
of Commerce should obtain thc legal advicc of the Solicitor General/the 
.Additional Solicitor Gencral about the 1eg:il and financial responsibilities 
of the S.T.C. vis-a-vis the private films to sct all doubts :it rcst." 

[S. No. 20 of Appendix XI to the Fourth Report (Fourth Lok Sabhn)]. 

Action taken 
The State Trading Corporation has consulted thc Solicitor Gcncral 

and i t  is informed that the Solicitor Gcncrrrl will not give advice to the 
Corporation in his official capacity. Hc would only bc willing to tcnder 
leg1 advice in his private capacity as a lawyer on payment of the usual 
fees. The Corporation had already ohtaincd the opinion of Shri A. K. 
San, ex-law Minister on relationship betwcen S.T.C. and thc distributcrs 
importing firms. However, in view of the Comnlittee's rccommcndation, 
an official reference is being made by this Ministry to the Solicitor Generill 
and the P.A.C. will be informed of the final out come in this mattcr. 

[Ministry of Commerce Note No. 32 (20)/66-ST dt. 12-1 -1 9681 

Further information called for by the Committee 

(a) Please furnish a copy of the rcfercnce madc to the Solicitor 
General to determine the legal and financial responsibility 
of the S.T.C. vis-a-vis the private importing firms so as to set 
all doubts at rest. 

(b) Please state the reasons for the inrodinate delay in making the 
reference to the Solicitor General. 

(c) Please furnish the advice given by the Solicitor General in the 
matter and the action taken in pursuance thereof. 

EL. S.S D.O. No. 2(1)/29/67jPAC., dufed 7-8-1 9681 



Reply of Government 

I n  pursuance of the undertaking given by the Ministry that an cficial 
reference will be made by this Ministry to the Solicitor General, a Mtmc- 
randum was addrcsscd to thc Ministry cf Law on the 3Ist January, 1968. 
That Minist~y wanted certain additional infcrmation on 17-2-1968 which 
wcrc furnished to thrm by S.T.C. on 22-2-1968. The Ministry cf Law 
prepared n mcmorandum for considcration of  the Solicitor General 
and this was sent to the S.T.C. for its cc mmcnts cn 12-4-1968. It was 
returncd. to the Ministry of Law after vetting 011 the 15th May, 1968. ?he 
matter is still under considcration withthc M.inistry cf k w/Solicitcr Grrctal. 
A copy of the statement* of case preparcd by the Law Ministry is enclosrd. 

Ministry of Commerce 0. M. No. 32120166 ST, dt. 14-8-1968] 
Further information called for by the Committee 

Thc Ministry of Law havc stated that the opinion of the Solicitor Gtnc- 
ral of India on the various points mentioned inpara 16 of their Mcmoracdvm 
dated thc 28111 March. 1968, will be passcd on to the Ministry of Ccmmerce 
as soon :I\ i t  is rcceivcd and that a final rcply duly vuttcd by Acdit will bc 
furnished to the Lok Sabha Secretariat dircct h> the mini st^ of Ccm- 
mercc. 

Ministry of Commerce is rcqu~stcd to furnish a ccpy of the opinion 
cxpresscd by the Solicitor Genela1 of India on the subjtct mcntioncd 
above. 

[L. S. S. D. 0. No. 2(1)/29/67 PAC, dated 30-1 1-19691 

Reply of Gmernment 
A cop\* of the opinion cxprcsscd by thc Solicitcr Genela1 of India, 

I cccivcd ;I few days back is tr:clnsed . This is n c n  ur:der cs:minaticn of the 
State Trading Corporation nr,d thh Ministr \ .  

1.100. "The Committee e n ~ i ~ c l y  agree with the virtvs of the Sccretarq 
of the Ministry of Commcrcc that "for a public sector undertaking like the 
State Trading Corporation thc responsibility to thc user should havc wcighcd 
with them n little more than the responsibility of the Asscciate." The 
Committee feel that thc State Trading Corporation ar?d the Ministry should 
take ncccssiiry action to bring to the notice of d l  the bulk purchasers, 
specially those whom thcy had approached earlier to purchase the imported 
tyres, the procedure for claiming compensation for defective t)rrs so that 
they may filc their claims." 

1-101. "The Committee would also like to draw attention to the speci- 
fic provision made in the a reement with Mjs. Ramkrishan Kulwant Rai 
to the effect that "the faile d tyres will be examined by a panel.. . . . . . . . . 
and that tlic decision of the panel will be binding " and that "thcy shall 
give adequate compensation to the party conctrncd as per the decision of the 
panel." 

'Not appended 



Two firms viz., M/s. Ram Krishan Kulwant Rai and M/s. Gencial 
Industrial Stores Supply Co. have re-cxported to  their suppliers l3,CCO num- 
bers and 7,300 nos. of tyres. ,A statement indicating the numhcr of tytes 
re-cxp~rted to Poland and Hungary, togcthcr with the import and re-export 
c.i.f. prices, is enclosed as Anncxure I. 
Claints for cornpeltsation for d c f ~ c t i l ~  1yrc.v ~ C C E ~ I ' C ~  SO far f i c ~ ) ~  CeiltruI 

Governmcvt Departnrc,nts. etc. 
It  is submitted for tlic Committee's information that STC hccl issucd 

I-clease orders in favour of Govcrtment Departments, Tran$rc.~ t Lndcr- 
takings, etc. only upto 1st April, 1961. After that date. thc im~orting 
firms were authoritised to sell tyres without rclensc orders frcm t l ? ~  Corpo- 
ration but at the prices fixed by it from time to time. With effect flcm the 
7th February. 1962, STC had further authosiscd thcm to scll tyrcs at any 
price and to any user. Tyres supplied to the Govcrnmcnt Dcparlmcnts 
m d  Defence authorities through the DGS & D under the rate contracts 
and acceptance tenders are rcported to have becn sold after the 7th Fcb~uary 
1962. The Corporation has, therefore, no rcco1.d of such tronsictions. 
Jt has only taken into consideration the info~mation supplicd by DGS 8; 0. 
However, thc position i l l  regard to the claims for cornpenration as far as is 
known to the Corporation is indicated below : 

M/s. Ram Krishan Kuhc.anf Rai 
AS has already becn intimated to the Co mittcc. this firm ]l;ls r.01 

agreed to pay any compensation for the defective tyres on thc placa thct t h s c  
claims are time barred. This Ministry has h~wcvcr, indicatcd to the Ccmm- 
ittee that the legal liability of the film is at present, under cxi mirblicn 
of the Ministr!. of L~w/Solicitor General. Furthcr ectioh !+ill be tr;kcn cn 
the rcccipt of thcir advice. 

The position as reported to thc Corporation on infolmation c.1' d c f ~ c -  
tivc tyres furnished by D.G.S. & D. is indicated i n  Anncxure IJ. 
.MIS. General Indirsrrial Stores Styply CO. 

STC do not have information regarding the compensation claim. 
for defective tyres and amounts paid prior to 71 h February, 1962. Regarding 
supplies made through DGS & D after 7th February, 1962, a statement 
received from DGS & D indicationg thc compcnsation claims rcccived and 
the amount of compensation paid is attached as  Annexu~c 111. D.G.S. Bi D. 
has informed the Corporation that at a mccting held with thc film cn 21st 
March, 1968, MIS. GISSCO has agreed to pay compensation at the rate of 
30% for the prematurcly failed tyrrs. They had also agrccd to reimburse 
the full cost of any unused tyrcs, tubes and flaps provided they were retu~nrcd 
to the firm on freight paid basis. The information required by the Ccmmittee 
regarding compcnsation claims and settlement is being collected and will 
be furnished in due course. . 

MIS. Khemka & Co. 
STC has asked this film to supply info~mation regalding n ~ m b e ~ s  of 

lyres reported defective out of the supplies madc by them. 

This firm had supplied tyres to D. G. Border Roads and C.O.D. 
Malad through the DGS & D under rate contracts /A. Ts. In  case of C.O.D. 
Malad, the D.G.S. & D has informed that the question of obtaining compen- 
sation has been considercd and the matter has been dropped as sufficient. 



grounds did not exist for action against the firm. M/s. Khemka & Co 
have agreed to pay 25% on ad hoc basis of the total amount of Rs. 36,735 
for the defective tyres supplicd to D. G. Border Roads. The Corporation 
has referred this matter again to the Director Ocneral and his advice is await- 
ed. Further progress in this case will bc rcportcd in due course. 

MIS. Consolidated Equipment Co. 
Against a compensation of Rs. 21000 receivcd from thcir suppliers, 

this firm had paid Rs. 98901- as cpompensation for the defective tyrcs. 
According to the records of the STC, no compensation claim is pending 
in respect of this firm. This firm are also reported to have supplied no 
tyres to Government Departments through the D.G.S. & D. However, 
full information as asked by thc Committee is bcing collected from the firm 
and will bc furnished in duc course. 

[Ministry of Comn~ercc 0. M .  No. 32/20/66-ST. duted 21 -9-681. 



ANNEXURE Iff 
Statetwnt Idcat& Positiott of Deficrive Tyres A/C/M/S General Industrhl Stores Sflpplyfw Co. Calcufta Reported by Government 

Deprts. nmugh D. G. S. & D. 
-. - 

SI. Name of the Indentor No. of Value if No. of Value of 
No. tYrQ the tyres tyres the tyres 

purchased in Rs. reported in Rs. Remarks 
defective 

-----.-------.--.- - 
1. The Controller of Stores and Purchase, Gujarat Electricity 

Board, Baroda . . . . . . . . . . . .  70 23,342 70 23,342 Originally 8 tyres were 
reported defective on 
19-7-66 and necessary 
compensation has been 
awarded. Rest 62 
tyres were mt pro- 
duced before the Panel. 

2. The Controller of Purchase and Stores, Damodar Valley Corpn. 
Calcutta. . . . . . . . . . . . . . .  40 . . 8 2,792 V, 

3. The Asstt. Engineer (Stores) S. E. Railway, Gharrugude . . 21 . . 10 200 Payment has been made 00 

tubes only 
4. The Supdt. Engineer, General Construction Circles, Tiruchira- 

palli. . . . . . . . . . . . _  58 19,960 I5 5,250 Compensation for 15 
tyres has been paid. 

5. The Supdt. Engineer, T i h y .  . . . . . . . . . . . .  25 9,500 6 -- -- 2,280 

214 99 ---- - 
DEFENCE 

6. D.G.O.F. . . . . . . . . . .  -. . . 2,765 . . 49 18,620 As a result of STC in- 
tervention the firm has 
agreed to pay three 
fourth cost of 49 tyres 
which would work out 
to Rs. 13,9651- against 
D.G.O.F. claim of 

7 . .  
Rs. 18,6201-. 

.- 



Recommendation 
Thc Committee fail to understand why the case of the Cqmplaint 

dated the 4th May, 1965 from PEPSU Road Transport Corporation no 
action was taken. The Committee would like to await the result of investi- 
gation proposed to be made by the Panel. 

[S. No. 34 para 3.63 of Appendix XIV to the Sixty Fourth Report 
(Third Lok Sabha.)] 

Reply of Government 
The muter is being investigated and the Committee uill bc informed 

of the results. 
Mir~istry c!fCommcr.c~ O . M .  No. 32(20)/66-ST, durtd 10-2-1968. 

Further information called for by the Committee 
The Ministry of Commerce may plcasc intimate the result of the in- 

vestigation madc by panel into the complaint by PEPSU Road Transport 
Corporation and the action taken i l l  pursuance thcrrol'. Please also state 
the rcasons Tor ihc inordinate delay. 

[LSS D.0. No. 2(1)!29,'67,'f'AC. Jtilcrl 7 4 -  19681. 

Reply of Government 
M!s. Ramkrishan Kulwantrai had supplied 36 t>rcs direct to the 

PEPSU Road Transport Corporation of which 24 wcie reported in S e p  
tcmber 1966 to bc dcfcctivt. As has already bccn indicated to the Public 
Accounts Committee, thc lcgal position in regard to the repudiation of 
liability by the firm i s  at prcscnt under examination of the Ministry of Law 
and Solicitor General. Further action will bc taken on receipt of Solicitor 
Generals' advicc. 

.Winistry of Commerce O.M. No. 32(20)166-ST, duted 1 4-8- 1 968. 

2.14. "The Committee reiterate their obscrva~ion contained in para 
5.4 of their 64th Report that Government should take immediate steps 
to assess the losses suffered by the various users, viz., Defence, Transport 
Undertakings, etc., due to the purchase of these defective tyrcs and to secure 
adequate compensation from the finn/STC." 

[SI. No. 52 Appendix X I ,  4th Report (4114 Lok Sabhu)]. 

Action taken 
"Ail the reports received from the Indentors against the defective 

tyres have been reported to the S.T.C. for consideration of adequate compen- 
sation against each case. The progress in this respect and the amount of 
compensation paid to thc indentor by the firm through the S.T.C. is still 
awaited." 

(Ministry of W.  H .  & S. 0. M. No. 13(13)/67-PJ, duted 18120-1-1968). 



Further information called for by the Committee 
"Please furnish precise details of ccmptnsation claim. nrmc of Go- 

vernment user. n:me of slfpplier. : mount claimcd, datc of claim acd the 
progrew nradc in settlement of' t he claim." 

(Lok SnMa Sccti. D. 0. No. 2(1)[29!67/PAC, dated 7-8-1968.] 

Reply of Government 
Dct;rils oi' compensation claims are shown in the stattments attechcd 

to D.G.S. 8: D .  Icttcr No. DSCA,fPAC,'SV-8/67 dntcd 19-7-67 r d d ~ c s c d  
to S.T.C. (cop! cnclnsrd). Furthcr progrcss in the zettltmcnt of' cl:l;ms is 
;is follows :- 

Discussions \vcrc held i n  the D.G.S. & D. with the firm o11 91-3-68. 
The firm aprccd to pay cornpc~~s;ttiot~ (3 30:; I'm :i l l  defective tyres and 
refund the i'ull valuc vf ~lnuscd Tyrc?. Tubc.; a n d  Fl;~ps. The Pay  awl 
Accounts Oficcr, Ministry of W.H. & S.. Ncv  Dolhi \$as instruc~cd to makc 
deductions worth Rs. 14.831 .30 from the prnding hills o f t h c  firm i n  satis- 
faction of indct>tors' claims. 3 5  pt r DGS & D's Ictti'1.5 dated 29-4-1968 : ~ r d  
10-7-1 968, copits a!t;ichcd. 

Thc Starc Trading Corpoi :~tiori illl'ormctl DGS & D on 19-12-1967 
that ilic firm had not ny~cC1 the P;II~C'I n l c ~ l i l > p .  Tllc firm c ~ n t e ~ - d c d  
f~ r thc i -  that the cl:!irni cf S.T.C. UL,! -C timr. h:~l-t-ctl. 

Thi. S.T.C. have snuglit tlic :!ciuicc or  111~. Solicitor Gcr.cr:~l. \+hirh i \  
still : i \~;~ited. 

The S.T.C. rcpol-tcd o n  17- 1-1968 r l u t  1 1 1 ~ .  fit-m hnvc agreed to thc ills- 
pcctio~l of'f'ailed Tyrcs by the Panel. The DGBR W;IS ;tdviscd by DGS & D 
on 29-1-68 to despatch i i x  failed Tyrcs to ~ h c  filn1.h pcdown on 'ficighl 
paid hasis'. The DGBR appro;lchcd thc S.T.C. on 20-2-68 to intimatc 
consignee instructions for nrrrnging thc dcsp:ttch ol'thc unscrvicc:!ble tylcs .  
Furthcl- Jcvelopments arc awaited. S.T.C. was last rcmindcd o n  21-6-68. 

(ii) Ad-hoc A/T No. STV-3125697-N/11/68 14, cloted 25.8.1962 for 310 
Sets of Russian o re s .  

The tyres did not fit somc particulars vehicles. The Law Ministry 
h a w  opined that i n  the abscnce of any manufacturing defect, the Tyres 
did not  fit some particular vehiclcs, no valid claim can bc mudc against 
the firm ;II this stage :lnd thc matter has been treated as closed. 



(iii) Claim of I.T.I. Bangalore : 
As the order in question was placed before the issue of Rate Contract. 

the indentor was advised on 3/5-6-1967 to  settle the matter direct with the 
S.T.C. 

[Deptr. of Supply note No. l3(17)/67, PI dated 1 7-8- 19681 
NO. DSCA/PAC!SV-8 167 

DIRECTORATE GENERAL O F  SUPPLES & DISPOSALS 
SV-8 Sxt ion,  Parliament Street. 

NEW DELHI, h t e d  the 19th Julv, 1967. 

To  
?'he Divibio~isl  manage^.. 
S t a ~ c  Trad!ng Corporation of Tndia Ltd.. 
'Eai'rcss BuilJi~ig' 
9 8: 10 Bah:;d~~r Shah Z.!f;~r Mar;. 
(Marliura Road j, NEWDELW. 

Sr-EJECT : Purc./mse of dejecthe Tyres-Cornpeasutio~?. 
Si I-. 

We thank full^ acknowlcdgc recript of your Ictter No. STCIEng. Vol. 
VIT/Sub Vol. TI. dated 6th June, 1967 :tnd No. STC!Eng. Vol. VII/Sub 
VoI./II, dated 7th Jutic, 1967. 

We wish to point out that while writing yourI~.ttcr !.ou havc not taken into 
consideration the defective lot of  310 Tyres r.cported by us on 30-5-1967 and 
50 sets reported by us on 315-6-1967. B l ~ h  these lots \yere supplied by 
MI;. Khemka & Co. 

As per informition forwasdcd to us vide youl. lctter dated June 6, 1967 
th: indentors have bccn informed accordingly. Thc copies of : i l l  \uch letters 
wci.c forwarded to t lie S.T.C. 

We are cnciosing herewitll one cornprehcn\ivc \tatenlent of defective tyres 
reported to  us by various indentors till this date for purposes of compensation 
c1.11ms. Your attention is invited to  thc rtcommcndation of Intel-Dcpnrt- 
mental Committee dntcd 3-7-1967, as contn~ncd in para 5.9 which is repro- 
duced beluw :- 

"The State Trading Corporation should immcdintcly arrange for a 
meeting with the DGS&D, Defencc Production Department and 
the firms concerncd. after gettin? all  ~~Acvant details from the 
authorities concerncd. with a vicw to w t ~ l c  thc conlpcnsation claims 
for tyres which have failed prcmaturcl! .*' 

In viewofabovc you are rcquestcd rc ;tct :,I !(~u~-carlicst. 

Sd/- 
Dircctor of Slpplies 

for Diwrtor Generd of Sllpplies nild Disparals. 



MIS. General Industrial Stores Supplying Co. C~lcurra 

SI. 
No. 

Value of No, of Value of No. of Value of 
Name of the Indentor NO. of Tyres Tyres Tyres Tyres T Y ~  Tyres Remarks. 

purchased Purcbascd reported reported now reported now reportcd 
defective defective defective defective 

originally originally 
P - .- -- . - -- - ---.-..-- 

1 2 3 4 5 6 7 8 9 

Rs. Ks. 

1. Controlkc of Stores and Purchase. 
Gujarat Elacb.ictty Board, Race 
Course, Baroda3. - ... 70 23,342 8 2,668 

2. The Contrdler of Purchase and ‘$0 
Stores, Danlodar Valley Curporodon 
Anderson House, Alipur Calcutta. 

Rs. 

The defects were reported 
to S.T.C. on 19-7-66 

23.342 and on 1-9-66. Corn- 
pensation for 8 Nos. 
has been awarded. 
Rest 62 Nos. produced 
before the panel (Mde 
S.T.Cs letter dated 
6th June, 1967). 

V* Z792 Dcfcds rcportcd on 1-9-66. 
These have not bcen 
produced bcfore the 
panel. The Indentor is 
'being request& toget 
in touch with MIS 
GISS CO (ST. C*S 
letter dated - the 6th 
June,1%7). 



3. The Assistant Engineer (Stores) 
S.E. Railway. Gharsuguda. 

- 10 Not given 10 
Tubes Tubes 

200 Defects reported on 1-9-67. 
Firm bas agreed to g a t  
the pnce of tubes 
deducted from their 
bid. S.T.C. vide their 
letter dated the 6th 
June. 1967 have re- 
quested to inform them 
the price of a tube. The 
price is being informed 
as Rq. 161- per tube as 
per decision. 

(13-&68) **N.B. The revised claim of the Indentor as per his letter dated 25-6-1968 is indicated below : 
j. m Controller of purchaw and 

Stares, Damodar Valley Corporation, 
Andenon House, Alipur, Calcutta. 40 13,438 8 2.792 8 5.630 40 The P. & A .O. has been 

(Ullusetl) instructed on 10-7-1968 
32 to deduct the full 

(I!scd) amount from the firms* $ 
pending bills. 



.IJ/s. Gi-nerd hrdstrial Stores Srpplying Co. 
_______I__-___ ---- -- .~ - - ' 

- _ _  -- - -  --- --  
58 19,960 15 5,250'00 15 5,250'00 The d c f ~ t s  Wen: reported on 1-9-m. ~ 1 , ~  supcit. Engineer, General Cons- 

tnrction a l e s ,  Post BOX NO. 86. Nos- Compenzation has been given for 
Mannarpumm, Triuchirapalli-1. 15 Nos. Tyres. The firm Mis. 

ClSSCO has stated to S.T.C. that 
the mcntroned two parties are the 
same and only 15 Nos. Tyrcs w r e  
prcsentcd before the panel. S.T.C. 
has asked for clarification and the 
location of the remaining defective 
tyres vide their letter dated 64-67. 
Kcference is k ing  made to lnden- 
tors. 

The Supdt. Engineer, Tiruchy T'kc. 2; 0.500 6 2,180.00 6 2,280.00 Reported on 9-6-66 and on 1-9-M;. - 
system, Tiruchy. 7,530-0 

D.O.S. 

1. D.G., B.R. 

5.904 13,37,984 138 54,648 138 54,648 Defeoce A/T. The defects wcrr re- 
ported on 1-9-66. Same as above. 
The whole lot is of 10 PR instcad of 
12 PR. 

Tvrcrprrrchasrdn~ainst .4 'Thro. SF'-3130237-hr/J','692 dared 1 - 1  1-62 D.G. B.R. A,'T. 

n o  1,88,769 175 46,725 175 46,725 Action being taken for compensation 
Less C a s t  Less cost against warranty. Report an 1-9a(i. 
of Tubes of Tubes 
and F l a p  Rr Flaps. 



M/s. Khcrnka & Co. 
Value-Rs. l,37,373.6? 

310 Sets T h e  wm: purchased 
against Waranty. The . 
defects were reported to 
S.T.C.on 30-5-67. 

M,.;. Khcrnka & Co. 50 Sets Thew wcre reported to 
S.T.C. on 3:s-8.1%:. 

\'aluc---Ks. 19,270 90 This was a direct pur- 
cha r  order from ..(.T.l., 
before the conclusion of 
RiC. ~ ( s .  I.T.I. have 
heen advised todcaI 
with S.T.C. directly. - . - - 

SV-8 Section. Parli:~rnent Street, 
NEW DELHI, dared the 29th April. 1968. 

The Pit! and  Accounts Officer. 
Department of Suppl!. 
New Dclhi. 
SUBJECT-Rim Contr.uc.t Ar(t. STV-3jRC-6424,'1','6848, &red -2-9- 1962 

$ ) I .  rlre SrtppQ. of inrportcil 7j.r.c.q Tubes orld Flops. 

Sir. 

In continuation of this Ofice letter of cvcn No. datcd 8-4-1968 please 
note that the following amounts are to be paid to the Indentors as compensr- 
tion for thc dcfkctivr Tyres:- 

- - --- - . . . .. .. . - .... . 
SI. Kt>. h a n x  crl' thc Indsnttw 

J .  C~vItrollcr of htorw. (illjarat Stntc f lectricity 
Board, Bartdn. 

2. Controller of Purchase und Stores. Lhmodar 
Valley Corporation. Atldcrson Huusc. 
Alipore, Calcutta-27. 

3. Supdt. Engineer. General Const. Gin-lc. 
PB No. 86. 
Mannarpuram. Trichirapulli. 

38 sets Rs. 3.978 6 0  
(Provkiunal) 

4. The Supdt. Engineer. Tiruchy Electricity 6 Scts Rs. 6 8  -20 
System Tiruchy. 



These itmount may be paid to the aforesaid Indentors out of the pcn- 
ding Bills of the firms lying with you. Furthcr Communication will follow 
:for the balance amount to be p?id to the firm and also whcthcr any other 
d a i m  is still pending for compensation. 

'copy to :- 
I .  MSF. Genrral Industrial Storcs Supplying Co.  (P) Ltd., A-A,  

Netnji Si~bhash Road. Calcutta-I. 
2. Thq Contro1l:r of Sto rcs and Purchase. 7 Thc) arc ;xqu .sled t o  c l~ - ik  

Gujrat Electricity Board, Race Course. / imd confirm whethcr thc 
Bwoda-5. i 

amou~its wnrked-oui 3s 

3. Th: Cont rollcr of Purchase and Stores, conipcnsiil ion iirc CorrcL'i. 
Damodar Vall:). Corporation, Andw 
son House, Alipore. Calcut ta-77. 

4. Th: Superintcnding Engineer. ~cnc;al 
2. 

Construction Circle, PI3 No. 86. 
Manmrpuram, Trichirapalli. 

5. The Superintending Engineer. Tirchy 
El :c. System. Tiruchy. 

DIRECTORATE GENERAL OF SUPPLIES & DTSPOS.4LS 

To 

Sir, 
Please refer to this office letter of cvcn No. dated 29-4-1968 ilnd csl-~v 

out the following amendment in respcct of ccmpcnuticn cl;lim of Di nu J;!r 
Valley Corporation, Calcutta :- 

For:-Existing entries 
Read:-32 scts-compensation @ 30:d i.e. Rs. 3.360/- (original pt11.- 

chasc price RF. 1 1,16R/-) 
8 scts-Refund value of 8 sets of unused Ty1.c~ bcing rctu! ncd 

tollle firm i.e. Rs. 2,2801- 
Total claim-Rs. 5,6301- 

for Dirccior Gcncrctl of Srtpp1ic.v and Dispostrl.~ 



Copy to:- 
1. The Controller of Stores, Damodar Valley Corporation, Anderson 

House, Alipore, calcutta-~7-~et. his letter No. PLIMiscJ61-G2/ 
4526, dated 25-6-68. He may please confirm that 8 sets of unused 
Tyres have since been returned to the firm. 

2. MIS. General Industrial Stores Supplying Co. Pvt. Ltd., 23A, 
Netaji Subhash Road, Calcutta-I for intotmation. 

3. MIS. General Industrial Storcs Supplying Co. Pvt. Ltd., D-216. 
Defence Colony, Ncw Delhi-3 for infcrmation. 

Furtber Information called for-Recommendation No. 52 
(para 2.14) in Appendix XI to their 4th Report (4th Lok 

!hbha)-Payment of Compensation 
The Ministry of Defence may please furnish precisc details of claims 

for compcnsation passed on to the S.T.C. indicating thercin the name of the 
Government user, name of the supplier. amount claimed. date of claim 
and thc progress made in settlem:nt of the claim. 

Reply of the Government 
1.  As stated in para 5.5 of Chapter V of the rcport of the Inter- 

Departmental Committee on the purchase of imported tyres which has 
k e n  reduced as Appendix I in the Public Accounts Committee's 4th Report 
(4th Lok Sabha) , 11 indzntors who had procurzd tyrzs agdinst the D.G.S. % 
D. rate contracts from S.T.C.'s stockists had rcported defects to the DGS %D. 
Nonc of these 11 dcfcct reports is from Dzfence indentors. 

2.1. Against the DGS & D A.'T No. SV-3:'81080-P'V,'344 dated 
12th Junc11963 placed on M/s. Ram Krishan Kulwant Rai. a total quan- 
tity of 5,904 Nos. tyrcs 8251.~20 12 Ply THR!UNIV:TGP w r c  received 
in the Central Ordnance Depot. Malad. In responsc to an enquiry 
from the DGS & D. dated 9-8-1966. the Central Ordnanw Dzpot, Mald, 
sported to the DGS & D. on 11-8-1966. that 5,904 tyrzs wcre rcccivcd 
against the A/T in question, that thc said tyrcs had becn issucd to Army 
units, and that the Army user units lvportcd that 138 tgrzs thmfrom ha\.c 
failed premoturcly. 

2.2. A claim for Rs. 54.648;- iis compcnsation Sor the prcmaturc 
failurc of these 138 tyres was taken up by the DGS & D on 1st Scptcmbcr 
1966 with thc Slate Trading Corporation. 

3. Further. as stated in para 5 -8 of Chaptcr V of thc rr'port of the 
Inter-Departm3ntal Committee on thc purchase of importcd tyrcs, which 
has bwn rcproduccd as App-ndix I in the PAC's 4th Report (4th Lok Sabha), 
a claim for compensation for 50 Polish tyrzs purchased hy the D.G.O.F. 
under a supply order placed by him direct on MIS. General Industrial Stores 
Supplying Company and which have failcd prcmatu~ly is also being pursu- 
ed by the Departlncnt of D2fencc production with the Statc Trading Cor- 
poration. A note on this aspect will be forwarded to the Public Accounts 
Comrnittcc by the Dcpartmm of D:fc.nce Production dircct. 

4. D.A.D.S. has seen. 
[Mitzistq* of Defence Note No. l2(S)/68/ I (0.1) dr. 20-8- 19681. 



Further Infomation called for in regard to whether any 
more Tyres failed prematurely during the last two Yeat's 

(1w7 and 1968 so far) 
S. A>. -52 Appendix XI  to the 4111 Report (4th Lok Snbira) 

Reply of the Government 
I .  In para 2.1 of the Defencc Ministry's note dated 20-8-1968, for- 

warded to the Lok Sabha Sccrstariat under the Dsfence Ministry's u.0. 
Note No. I2(5)/68/D(O.l) dated 20t 11 August 1968, the Public Accollllts 
Committee were informed hirer alio that the Army User Units had reported 
that 138 tyres out of a total quantity of 5.904 tyres received in the Central 
Ordnance Depot. Malad, against thc DGS & D's A/T No. SV 3181080- 
P,h7/344 dated 12th June 63. had failed prematurely. 

2. Army Headquarters, aftcr consulting COD, Malad, haw stated 
on 20th September, 1968, that no further cases of premature failure of tyres 
have been reported. 

3. D.A.D.S. has seen. 
(Ministry qf Defence Nolc No. 12(5)!68 'D. (0.1) clt. 14-1 1-1968). 

DEPARTMEST 01: DEFtNCE PRODUCTION 

Further information called for in regard to recommendation 
No. 52 (para 2.14) of Appendix- XI to rireir 4th Report 

(4th Lok Sahhn) 
The Ministry of Defencc may plcase furnish precisc details of clainls 

for compensation passed on to the STC indicating therein the name of thc 
Government user. name of the supplier, amount claimed, date of claim and 
the progress made in settlement of thc claim. 

[L.S.S. D.O. No. 2(1)/29/67iPAC, dated 7-8- 19681. 

Action taken 
It was stated in Defence Ministry's u.0. Note [File No. 12(5)/68/DO-I] 

dated 20th -4ugust 68 to the Lok Sabha Secretariat (PAC) Branch on thc 
subject mentioned above that, as stated in para 5.8 of Chapter V of thc 
report of thc Inter-Departmental Committee on the purchasc of imported 
tyres which has been reproduced as Appcndix I in the PAC's 4th Report 
(4th Lok Sabha), a claim for compensation for 50 Polish tyres purchased 
by the DGOF under a supply order placed by him direct on Messrs. Generat 
Industrial Storcs Supplying Company and which had failed prematurdy 
was also being pursued by thc apartment of Defencc Production with 
the State Trading Corporation; and that a note on this aspect would bc 
forwarded to the P.A.C.'X' by thc Department of Defence Production. 
Direct. 

Further MormPfiOn with refereme to 'X' of above para 
2. The DGOF had placed a supply order (No. TU/6002 datcd 7-1 1-62) 

on Messrs General Industrial Stores Supplying Company Limited, Calcutta 
for 3,000 sets of tyres, tubes and flaps, Polish make size 8 025 x 20-12 ply 
CC Pattern (Stomil) for fitment on Shaktiman vehicles. Out of the quan- 
tity 2,776 tyres supplied by the firm (order short-closed at 2,776), 50 tyres 
were returned to GCF, Jabalpur by the user units as having failed 



prematurely. On inspection, 49 of these tyres were found to have failed pre- 
maturely due to manufacturing defects; the 50th tyres having failed due 
to normal running/accidental Cut and thc firm cannot be blamed for 
that. . 

3. The mattcr was takcn up with the firm initially on 6th December 
63, and aftcr some correspondcncc, in April 65, the tyres were inspected 
by the Regional Manager, S.T.C., Calcutta who recommended compensa- 
tion claim for only I5 of these tyres. This was not acceptable to Govern- 
ment who took up the matter with S.T.C. in July 1967. After protracted 
correspondence with STC, the latter on 25th April 1968 informed us of thc 
agreement of thc firm to pay compensation for 49 prematurely failed tyns 
at 314th price on the following conditions :-- 

(a) There will be no furthcr claim whatsoever by DGOF or by 
the Ministry of Dcfmcc against the total supplies of tyres, 
tubes and flaps under the above order. 

(h) MIS. GISSCO's outstanding dues for supply under the above 
order are adjusted againts the amount of compensation. 

(c) All the 49 sets of tyrc's. tubcs and flaps for which compcnsa- 
tion is being paid arc returned back to Calcutta Office of M,!s. 
GTSSCO freight prcpaid. 

These conditions were accepted by us on 4th July 68 and ultima- 
tely on 9th July 1968, STC, Ncw Delhi informed thc firm to get to touch 
with DGOF and settlc the case expeditiously. 

4. The amount of compensation works out to Rs. 14,104.65. 
Out of this, a sum of Rs. 5,373 a20 was due to the firm (which was earlier 
withheld pending settlement of the compensation claims) leaving a balance 
of Rs. 8,731 045 to be paid by the firm. The DG.0.F. on 14th August 
1968 has claimed this amount from the firm. No reply has yet been received 
from the firm and they have been expedited. 

5. D.A.D.S. has seen. 
[Ministry of Defence (Deptt. of Defence Production) Note .Yo. 2/30/67/D 

(Projects) dt. 1 - 1 1 -68). 

2 -10. "The Committee arc distressed to note that a Deputy Director 
in thc ofce of the DG & S madc a number of incomct and misleading 
statements and showed an unusual interest in pushing through the purchase 
of t y s s  by defence indentors. It is also strange to note that when the land- 
ed cost of the ST & THR pattern tyres was the same vi:. Rs. 2101- per set 
(tyre, tube and flap) and the rate contract intercd into by the DGS &D 
for a set of (tyres, tubcs and flaps) was Rs. 3491- a payment of Rs. 360 was 
made for a THR tyre alone. Government was also forced to pay for 
THR tyres the price applicable to Polish tyrcs (cross Country type) which 
was of a superior quality than THR type, and the landed cost of which was 
also highcr by Rs. 18 -24 per set. This gave a further benefit of at least 
Rs. 18.24 per set to M/s. Ramkrishan K u l m t  Rai. This resulted in a 



total excess paymcnt of about Rs. 2 -90 lakhs to the firm. The Committee 
take a serious view of this l aps  and desirc that the responsibility should be 
fised for the same." 

[S. No. 48 of Appendix XI to the Fourth Report (Fotrrth Lok SaMa)]. 

Action taken 
The committee's observations arc being examined and a further 

reply will follow. 
[Ministry of Coinnrerce Note No. 32120166-S.T. dt. 10-7-691. 

Recommendation 
2.13. "As rcgards the firms. thc Comrnittcc understand that thc 

Central Bureau of Investigation is looking into the case against MIS. Ram 
Krishan Kulwsnt Rai. After the injunction of the High Court is vacated, 
the Committee would also like to be informed of the action taken against 
thc firm. The Committee would also like it to be ascertained whether therc 
an. any grounds for taking any action against any of the other firms involvcd 
in the import and supply of thew tyres." 

[S. No. 51 ?/'tlie Appe~ldi.~ -1-1 10 IIIC Fourth Report (Fourth Lok 
Sal?h)]. 

Action taken 
Corrrmittec's observations haw been noted for necessary action at thc 

appropriate tim?. 
[Mitt. of Conrntcwe note No. ?2/20/66-ST dl. 10-7-681 

Further information called for by the Committee 
The Ministry of Comercc may kindly intimate thc result of examina- 

tion of the question of taking action against other firms involvcd in the 
import of tyres. 

[LSS D. 0. Aib. 2(1)/29/67-PAC. dared 7-8-1968] 

Reply of Government 
At S. T. C.'s intervention, ~ h c  otllcr thrcc firm MIS. GISSCO, Mjs. 

Khcmka & Cd. (Agencies) Pvt. Ltd. and M/s. Consolidated Equipment of 
India pvt. Ltd. have settlcd a number of claims. Thc outstanding claims 
are still under negotiation. The action that should be taken against them 
if the claims arc: not settled satisfactorily will be considered after thc final 
results of the negotiations are known. 

[Ministry of Co~nmerce, 0. M. 32/20/66-ST, dated 14-8-68] 
DEPARTMENT OF SUPPLY 

Recommendation 
1.106. "The Committee would lik: to be informed of the action taken 

against the persons at default as suggested by the Inter-Departmental 
Committee in due course. 

[S. No. 25, Appendix XI of 4th Report of the P. A.  C. (Fourth Lok Subha)] 



Action taken 
The reason why thc Directorate of Inspection, D. G. S. & D. Calcutta, 

failed to bring out full history of the tyres, their condition and period of 
storage, and also comitted to check the weight of the tyres, in their Inspector 
s p o r t  to the Hqrs. at New Dclhi, has been furthcr investigated. As regards 
the history of the tyrcs, a reference had been made to the Inspectorate at 
Calcutta becausc it was not known at the timc whether the tyrcs were new 
or used. Since on visual inspection by the Inspector it had been found 
that thc tyrcs wcre 'now are unused' and otherwise appcsred to be satis- 
factory, they thcreforr: had no other history which could have been reportcd 
upon. The st owge condition of thc tyres was not particularly mentioned 
in the Inspection rqorts. It has been howcver, subsequently stated by the 
inspecting Officcr, that the tyres were stockcd in closed godowns and 
hcpt in racks wllerc thcy wcre protcctcd from sun, light. rain and other 
factors havingdeletcrious effcct on thc rubber goods. Each tyre was 
wr~ppcd 111 p p t r  a id thu\ protcct,:d from circulat irlg am. From th: date 
of invoice and the date of inspection, the storagc did not show a period of 
mow than one year. Thcrcforc, the question of prolonged storage did not 
arirc and wa\ not mcntioncd by the Inspector in his report. 

Thc weight of the tyrc was not checked because it  is not customary to- 
weigh tyrcs as it is not a critical fcature of a tyrc. Neither is weight of tyra  
spccificd in any data books. Even thc indigLnous manufacturers do neither 
gwrantce nor indicate the same in any of thcir technical lit~rature. It is 
found from cxpcricncc that for the same size and type of tyre, the weight 
may vary from manufacturir to manufacturer, also from batch to batch. 

With rcgard to the o~nission while issuing thc circular letter dated 
28-5-62 to all thc Direct Demanding Officers, of stating the suitability of the 
t y ~ s  for use on 3-ton and 5-ton vehicles only. action has bccn taken to 
charge-sheet thc two Officers concerncd. and the departmcntal enquiry is in 
progress. Further action will be tnkcn on receipt of the findings of the 
Dcpartmcntal Enquiry. 

Further inionuathn called for by the Committee 
"Plcaw indicatc thc action takcn against the oficcrs for thcir failure to  

advise the Direct Demanding Oficers about the suitability of imported 
tyrcs for thrcc: and five ton vehicles only." 

[Lok Soldm Scctr. D. 0. No. 2-/1/29/56/PAC tlatcd 7-8-1968]. 
Reply of Government 

Disciplinary prowedings wcrc initiated for the imposition of a major 
penalty against thc Deputy Dirzctor on 10-2-1967 and against thc Assistant 
on 11-4-1967. 

The proceedings iigr\in~t the Dcputy Dircctor wcrc entrusted to the 
Commissioner for Departmental Enquiries on 14-4-67. The Cornmissionc.r 
held two hearings on 16-5-67 and 21-10-67. The prm-cdings had been 
held up as the devant files were takcn by the C. B. I. The fiks havc since 
hccn released by the C. B. I. and the enquiry has h e n  resumed by thc Com- 
missioner. 



As rsgards the Assistant. the Enquiry Officer submitted his report on 
23-3-68. According to thc Enquiry Officer the charges framed against 
the Assistant were not proved. I t  was, therefore, decided that the final 
decision in this case should perid till the rcport on the case of the Deputy 
Director was avilablc. In the meantime after his attaining the age of 55 
years, it was decided to the Assistant prcmaturcly with cffect from 
20-11-1968. The proceedings against him have thewfore, been droppcd 
on the advice of the Ministry of Law. 

[Department of Supplv note no. 13(17) /67/PI tit. 20/3/1969]. 

1.119. "The Committee are alarmcd to notc thc unusual enthusiasm 
shown by the Deputy Dircctor, Supplies and Disposals in putting through 
the deal of the purchase of tyres by thc Ministry of Defcnce from Messrs. 
Ramkrishan Kulwant Rai. Thc Officcr secmcd to have made scverd incor- 
rect and misleading statements. Thc Committcc takc a wry serious 
view of the lapses on th: part of th's officss. Thcy notc 
from the report of the Inter-Departmental Comrnittcc that this officer 
has retired and that he was alrcady under disciplinary action for anotlw 
charge, i.e. non-inclusion of a warranty clause in thc rate contract entcrcd 
into by the D. G. S. & D. The Committec desirc the Dep;lrfrncnt of Supply 
to examke as to why action could not be taken against this oficcr when hc 
was in service and how the unusual cnthusiasm shown by him i n  t i ~ i h  dcal 
escaped the notice of the senior officer concerned. Thcy arc, however. not 
sure whether the Department of Supply will be able to takc adequate action 
against the officer as he has already retired from servicc. Thcy would iikc 
t o  be informed of the action taken against this officer. The Committcc also 
regret to note that (i) as against the rate contract of Rs. 3491- p:r sct 
which included a tyre, a tube and a flap, the D. G. S. & D. made the pay- 
ment of Rs. 3601- for a tyre alone, (ii) the sale price fixcd for Polish tyrcs 
was Rs. 3601- per tyre, while the c.i.J Indian price for the same tyre was 
Rs. 228.24 per set. Thus, the Government was forced to pay the s a m  
price for inferior quality, the landed cost of which was also less by Rs. 18.24 
per set. 

The firm of Mk. Ramkrishirn Kulwant R:ti was thus ovt rprid to the 
extent of a b u t  RF. 2.90 lakhs." 

[S. No. 26 Appendi.~ XI oj'4th Reporr o f f h e  P .  A .  C .  (4th Lok Suhlrtr)]. 

Action taken 
Disciplinary proceedings against the Deputy Director (Supplies and 

Disposals) were initiated while he was in service. His explanation was called 
for on 20-8-1966 for non-inclusion of warranty clause and certain cthcl- 
omissions. Subsequently on receipt of the report of P. A. C. in Novtmhcr, 
1966 certain aspect of the transaction regarding purch:w of THR pattern 
tyrer for C. 0. D. Kandivli were referred for further invtstigation to thc 
C. B. I. on 19-11-1966. The C. B. T. was reminded on 29-12-1966. How- 
ever, as the investigation was likely to takc time and as Deputy Dircctor 
concerned was due to retire on 28-2-67, it was decided to initiate fmmal 
disciplinary proceedings against him immediately without waiting for thc 
C. B. 1. report. Accordingly regular charge sheet was issued to him on 10th 
Feburary, 1967 for major penalty. Subsequently the charge shcet was 



amplified to cover the irregularities brought out by the Inter-Departmental 
C ~ m m  uee. A3 D:partmtntal enquiry against the DLputy Dilector wa.8 
initituczd while he was in service, the enquiry is being continued under 
Article 351-A of Civil Sxvice Replation vide Presidential Order NO. 1 
(21167- V. dated 16-3-67. The explanation of the Senior Officer is also being 
called for. 

The cwrectness of everypayment of R;. 2.90 lakhs mentioned in the 
P. A. 0.3 I-ecomm:ndations is being cxaminod furthcr in consultation with 
S. T. C. and tht: D,fcncc: Minist~ y. 

[No. 13(17)/674'I, dated 20-1-19681 

Further information called for by the Pablic Accounts Committee 
1. The D;p irtment of Supply may please indicate the p:ecise progress 

made in the dep wtmzntal proceedings going on against the Deputy Direc- 
tor of Supply. 

2. Thc Depn. tmsnt of Supply may please state the points referred to 
the Spccial PL)~ICL: Establishm.m/Ccntral Bul eau of Investigation for detailed 
investigation together wi:h thc date of lcfcrence. In pa~ticular, thc De- 

!i 

srtm;nt of Supply mly phase state whether the relcvant observztionr made 
y the P. A. C. in their 6kh R:po~t h.rd.L7k Sabha) and 4:h R port 

(F~ui th  L,k Slbha) and by the Intcr- g epii, tmcntal Committee in thcir 
repxt ware spxificaIly brought to the notice of SPE/CBI and if so, on what 
dates. The piecise progress made by t h ~  SPEICBI in the matter may please 
be intimsted. (It is requested that self-containtd note on tbe subjtct may 
please bc furnish-d jointly by the D.partment of Supply and tht Mnistry of 
Home Aff-iil s). 

[Lok Sabha Sectt. D. 0. No. 2(1)/29/671PAC, dated the 7th August, 
1968.1 

Reply of Coverarnent 
1. (i) The Dy. Director was served with a chargesheet for imposition 

of major penalty on 10-2-1967. 
(ii) The Enquiry was entrusted to the Commissioner for Departmental 

Enquiry on 1441967. 
(iii) The chargesheet was amplified on 21-7-1967 to include additional 

lapses brought out in the Intcr-Dr-nta1 Enquiry Committee Report. 
(iv) Two hearings have been held on 18-5-1967 and 31-10-1967 by 

the Enquiry Commissioner. 
(v) Thereafter the records were taken over by the C.B.I. in November, 

1967 and the Enquiry was kept pending. It will be resumzd when the sands 
are mived from the. C. B. I. 

2 The following references were made to the C. B. I. :- 
D, 0. letter dated 19-1 1-1966 : 

In this letter attention was drawn to the various aspects arisbq out of 
A/'X' NO. S V J ~ ~ ~ ~ ~ I O . P / ~ / W  dated 1 ~ 6 )  placed on M/S. 
MZZLSSj69- 



Kulwant Rai for the supply of 7100 tyres to COD Kandivili particult& the 
following : 

(a) that the firm M/s. kaiu Krishan Kulwiu~t Rai mis-represented 
the facts and suppressed information cgarding thc sp:cifications, 
quality and performance of these tyres as a result of which the 
firm was able to secure a rate contract and also a big order for the 
supply of 7100 tyrcs to COD, Kandivili; 

(h) that this firm had declared their stock of only two types of tyreo i.e. 
825 x 20 x 2 and 750 x 20 x 10 ply of ST pattern only. Subsequently 
they offered THR pattern tyrcs in the size 825 x 20 x 12 ply. It is 
suspected that thcy must haw committed some fraud and had 
actually supplied ST pattern tyres only; 

(c) complaints were rcceived from various indentors regarding the 
premature failure of these tyres. Investigations by the Defence 
Inspectorate revealed that these tyres were considered lighter and 
weaker in design and the entire lot had been classified by the in- 
dentors as 10 ply rating ST typc instead of 12 ply rating CC type; 
and 

(4 the contract was concluded in a hurry without pre-inspection of a 
few tyres to determine their suitability to the indentors' require- 
ments. C. B. I. was requested to investigate various aspects of 
this case and in particular whether there was any mis-re resenta- 

case had been examiued in detail by the P. A. C. 
I tion or fraud on the part of the firm. It was also state that the 

D. 0. letter &fed 29-12-1966 : 

Points referred : 
It was pointed out that this case had becu commented upon by thc 

PAC in their 64th Report (Third Lok Sabha) and the Committee had 
desired that suitable action should be taken against the defaulting officers. 
C. B. I. was requested to expedite their investigation so that disciplinary 
action against the defaulting officers could be initiated as one of the officers 
was due to retire shortly. 
D. 0. letter dated 13-1-67 : 
Points referred : 

C. B. 1,'s attention was invited to the observations made by the P. A. C. 
in their 64th Report (Third Lok Sabha) a capy of which was also forwarded 
to the C. B. I. requesting them to consider criminal prosecution of the firm, 
M/s. Ram Krishan Kulwant Rai in view of the mis-representation and sup  
pression of information regarding specification, quality and performance 
of the tyres for which they had secured a Rat$ Contract. C. B, I. w s  also 
requested to consider criminal prosecution of the firm in r a p t  of an 
AIT for 7100 tyres for C. 0. D, Kandivili already reporttd to C, B. I. fos 
investigation on 19-1 1-1966. 
D. 0. letter dated 28-7-1967 : 
Points referred : 

C. B. I. was requested to investigate higher prices paid to M/s. 
Krisltan Kulwant Rai for THR tyres wbich were imported at the am TRCC 



as ST pattern ty~cs. For ST pattern the rate contract at Rs. 3491- per set 
(tyre, tube and fla ) was concluded but for THR pattern, the 6rm obtained 
order at Rs. 360f per tyre excluding tube and flap. Taking the price of 
tube and flap at Rs. 20/- the firm over-charged the Govt. to the extent of 
Rs. 311- per set. 
D. 0. letter dated 23-1 1-1967 : 

Points Merred : 
It was pointed out that MIS. GISSCO who had also been awrded 

Rate Contract and ad hoe contracts for imported tyres and tubes mis- 
represented and withheld vital information about the condition of the tyres 
while approaching this office for conclusion of the various contracts witb 
them. C. B. I. was requested that detailed investigtion might be carried out 
in respect of all the transactions with this firm and eport submitted to this 
office. 

D. 0. letter dated 3-8-1968 : 
Details of the irregularities and lapses on the part of the o&iaIs, as 

brought out in the PAC Report and the Inter-Departm-ntal Committee were 
forwarded to the C.B.I. for investigation. Attention of C.B.I. was also drawn 
to the recommndations of the P. A. C. contained in their 64th Report 
(Third Lok Sabha) and 4th Report (Fourth Lok Sabha), C. B. I. was re ues- 

ttes, inspection authorities and the firms. 
R ted to investigate the possibility of a collusion between the purchase aut ori- 

3. (i) In the letters dated 19th November. 1966, 29th December, 1966 
and 13th January, 1967 the attention of the C. B. I. was drawn to the dis- 
cussion in the P. A. C. (Third Lok Sabha). 

(ii) The lapses brought out in the report of the Inter-Departmental 
Committee were not specifically, referred to the C. B. I. but many of the 
lapses were included in the references mentioned above. A copy of the 
Report of InterDepartmental Committee was however received by the 
C. B. I. in November, 1967 rurd they were therefore aware of the observa- 
tions of the Committee. Also the lapses, in so far as the officials were con- 
cerned were included in the chargesheet served on them and copies of these 
chargesheets were sent to the C. B. I. on the 3rd August, 1%8. 

(iii) The observations made by the P. A. C. (Fourth Lok Sabha) 
ware oiikially brought to the notice of the C. B. I. on 3rd August, 1968. 
HOWVCT, many of the lapses covered by the P. A. C. report were akesdy 
included in the references made to the C. B. I. earlier. 

(iv) The copies of the P. A. C. reports were also obtained by the C.B. I., 
and they were, therefore, fully aware of the observations of the P. A. C. 

4. (i) In their D. 0. letter of 2nd January, 1967, the C. B. I. intimated 
that the investigation regarding the lapses on the pan of o5cials was corn 
plcted in 1953 and a report was submitted at that time. It may be mentioned 
that this report was received with C. B. 1,'s letter of 23rd January* 1964. 
In Ws report, it ksd been made out that there was inefficiency and lack of 
&action on the part of three oficials, namely, Shri 'A', Deputy Dimtor, 
Shri 'B', Deputy Director Ins ction and Shri 'C Asstt. Inspecting OBBcM P bvt that there; pras no malt$ e on the part of officials, no action was 



for, A copy ofthis Report was a h  made available to the Ch~irman ofthe 
P. A. C. OII 17-10-1966. 

(ii) In the case of MIS. , GISSCO, the C. B. I. intimated in their D. 0. 
ktter of 31st January, 1968, that the scrutiny of the files had shown that the 
firm had request:d the Ministry of Commme and Industry to take Up 
their case with Pohsh authorities for settlement of thcir claim as the tyres 
etc. were found defective and infcrior and were not trop~cafised. The 
fm while quoting for a tender issued by D. G. S. & D. had represented 
about the sausfactory performance of the tyres and an order for the SUPP~Y 
of 750 tyres, 374 tubes and 498 flaps was placed with them. This order 
was, however, subsequently pncelled by the D. G. S. & D. authorities as the 
firm was not in a position to supply the tyrzs within the tiple limit spzcifled. 
The firm had, therefore, made no supplies in spite of the above representa- 
tion in so far as the said contract is concerned, although supplies a-t 
some other orders were made by them. The Dzparuncntal Committee 
appointed b the Govt. to look into the performance of the tyres supplied 
both by MJ. Ram Krishan Kulwant Rai and MIS. GISSCO had, however, 
found the performance of these tyres to be satisfactory. In view 
of the above facts, the C. B. I. reported that it will not be possible to make 
out a successful case for prosecution against MIS. GISSCO. Since, the 
C. B. I. investigation had not revealed any malpractice on the part of the firm, 
Government decided that blacklisting of the firm would not be justifid 

5. The C. B. I. have now reported that their present investigation has 
been completed and that they will be submitting a report shortly. They 
have indicated that, briefly, their findings are as follows:- 

"Enquiries in respect of the points raised by D. G. (S. & D.) have been 
completed and a full report giving the result of enquiries is being sent. In 
brief', the result of the enquiries has been mentioned in rcply to Recom- 
mendation No. 51. It has been established that Mfs. Ram Krishan Kul- 
want Rai were aware that the tyres imported by them were weaker and 
lighter than tyres of indigenous manufacture for the same size and ply 
rating. They were also aware that there were complaints about the satis- 
factory performance from some of the purchasers. They had taken up the 
case with the Government for the return of the t p s  to the manuf~cturers 
because of these defects and had in fact returned a large quantity and obtained 
compensation for theae. These facts were, however, known to the S. T. C. 
authorities also. Since the warranty clause was not inco orated in the 
Rate Contract when tyres were found defective, the firm di 2' not own their 
responsibility and refused to pay compensation. For the lapses on the part 
of the D. G. S. & D. officers, departmental action has been recommended 
against Sbri 'A', Deputy Director, Shri 'D', Section Officer and Shri 'a', 
Assistant. 

As mentioned in reply to Recommendation No. 51, there was not suffi- 
cient evidence to prove that MIS. Ram Krishan Kulwant Rai had made any 
ds-representation as in their letter dated 8-8-62 for rate contract,thc fjrm had 
not mentioned about the quality or prfonnance of the tyres. No mention 
was made either in respect of premature failure. The firm only mentioned 
that the samples of the tyres had been inspected by the Director ofInspction D. S. & D., Calcutta. It was for the D. G. S. & D. and the 8. T. C. 
ofEcers to have been through these particularly whr n thry wcrr awalc thet 

Were certain mmplaints about the quality and tbe pofo'p]y1np of the t yres, 



During tho course of search of the promise of M s. Ram Kri8ban d Kulwant Rai at Delhi, Lucknow, Calcutta, Madras an Bombay, recards 
pertaining to the import of tyres were scizdd. The scrutiny of the records 
and the enquiries made haw shown that the two types of the tyres of th: 
same size were received by the firm. One of these types was similar to THB 
pattern. The import documents, however, did not mention diffmnt 
patterns in size 825 x20x 12. The price of all the tyres in tbis size, a m d i n g  
to the import documents, is the same. There &s no evidence to show that 
the manufacturers' certificate or other certificates were forged. 

The above findings of the C. B. 1. will be considered by Gomnmtnt as 
soon as their report is received. 

[Department of Supply Note No. PI-13 (171167 dt. 4-3-1969) 
1.120. "The Committee desire that suitable measures should be taken 

by Government in consultation with the Ministry of Law, if necessary, to 
recover this excess payment frcm thc film in question!' 

[S. No. 27, Appeqdix XIof4th Report of the P. A. C. (Fourth &k Sabhu] 

Action taken 
The Ministry of Law has been consulted for the recovery of the exass 

amount from the film. who h n v ~  npinrd thw p r i m  facie there is a good 
case to lodge a c l~ im cn MIS. Rrm K khan Kulwant Rai, to refund the 
excess amount paid to thcm against the Dcfcncc A/T placed originally for 
7,100 tyres. As already mentioned against S. 0.26 the correct magni- 
tude of the claim to be made is under verifhtion and as soon as the actual 
amount to be recovered with reference to the contractual obligations is 
establishrd the claim against the firm will be lodged. 

[Department of Supply Note No. 13 (17)/67. PI dt. 20-1-19681 
Recanmendation 

2.10. "The Ccmmittee are distressed to note that a Deputy Director 
in the c5ce of thr D.G. S. & D. made a number of incorrect and misleading 

.statcmcnts and shcwcd an unusual interest in pushing through thc pur- 
chase of tyres by dcfrncr indrntors. Tt is also stranges to note that 
when the landed cost of thc S. T. & THR pattern tyns was the same vk. 
Rs. 2101- per set (tyre, tube and fiap) and the rate contract entered into by 
thc D. G. S. & D. for a set of (tvre, tube and &p) was Rs. 349, a payment 
of Rs. 360 wm made for a THR tyre alone. Oowrnment was also forced 
to pay for THR tyrw the price applicable to Polish tyres which was of 
supprior quality than THR type, and the landed cost of which was also higher 
by'Rs. 18.24 per set. This gave a further bent fit of at least Rs. 1824 per 
set to MIS. Ramk~ishan Kulwant Rai. This resulted in a total excess 
payment of about Rs. 2.90 lakhs to the firm. The Committee take a serious 
view of this lapse and desire that responsibility should be k e d  for the 
Sam:'' 

[S. No. 48 of Appendx XI of 4th Rcport of the P. A. C. (Fourth &k 
Sabha] 

Action taken 
.. This has been dealt with at serial No. 26. . [Jkptt.#SuppIj, Noto Era, 13ClW67, PIrk.#1.1-68& 



"As regards the firms, the Committee understand that the Central 
Bureau of Investigation is lodking into the case against MIS. Ramlrrisban 
Kulwant Rai. After the injunction of the High O u r t  is vacated, the Corn- 
snittee would also like to be informed of the action taken against the firm. 
The Committee would also like to he ascertained whether there are any 
grounds for taking many ofthe other firms involved in the import and supply 
of these tyres." 

S. No. 51 of Appendix XI (Para 2.1 3) of 4th R e p o ~  of the P. A. C. 
(Rourth Lok Sabha). 

Action Wren bb. Govanrme~~t 
This has been dealt with at Serial No. 30. 
PDepartmeat of Sup&? Note No. 1 3(17)/67-PI dated 20-1-681 

F W k  informrtiool called for by the Committee 
"The Department of Supply and Ministry of Commerce may be reques- 

ted to intimate the results of examination of the question of taking action 
against other fi:ms involved in the import of tyres." 

[Lok Sabha Sectt. D. 0. No. 2(1)/29/67/PAC dated 7-8-1968] 

Reply of Government 
The matter has been exsminrd and it is observed that no action against 

any firm other than MIS. Ram KI ishan Kulwant Rai is called for. 
[Department of Supply Note No. 13(17)/67- PI dated 17-8-1968] 

1.163. The Committee note that as m a y  as 1,425 imported tyres 
I~xcluding 5,904 THR ty1-PS which have been commpnted upon in para 
1.159) wcre reccivt d by COD K-ndivili (Malad) on 15th April 1963, and 
that the further accepted 1881 tyres after that date against the rate contract 
without obtaining the specific approval of the Army Headquarters. The 
Committee are not able to appreciate as to why Government have not chosen 
to take action against the concerned officer for non-compliance with their 
instructions. 

S. No. 35 of Appendix XI to the 4th Report of the Public Accounts 
Committee (Fourth Lok Subha) 1967-68. 

Action taken 
There was no default on the part of the OfEwr Commanding, Central 

Ordnance D.pot, in placing the two supply orders for ST tyres on 15th 
March 1963 and 18th March 1963 on the two firms in pursuance of a rate 
contract concluded by the D. G. S. & D. for ST tyres. The placing of the 
said orders was within the competence of the Officer Commanding. The 
Army HQ si nal dated 15th April 1963 only stated that no hrther supply f order should e placed on the two firms without their approval. Thr Army 
HQ. instructions cwld not be interpreted to mean that the OBcer 



Commandtu8 had to cancel the orders already placed. There is thus 110 non- 
compliance with thc instructions of the Atmy HQ. 

2. It will also be appreciated that Mh. Ramkrishan Kulwant Rai 
had already d~livered 1425 tyres on 18th April, 1963 against the supply 
order dated 15th March, 1963rand only a balancs of 1426 tyres remained 
outstanding on this firm after that date. 

3. It will also be appreciated that cancellation of quantities outstanding 
against contracts concluded could also lead to financial implications. 

4. It will further be appreciated that the circumstances of the abovc 
case are different from the case pertaining to THR/Universal Pattern tyres 
in respect whereof the Oacer has been punished with a reduction of 1/3rd 
pension of which the commuted value is Rs. 30,095.45. In the latter case, 
the Oflicer Commanding wrongly intimated to the D. G. S. & D. on 12th 
Aprii 1%3 his willingness to accept THR/Univetsal Pattern tyrcs against 
the requirement of C. C. tyres. Further, on receiving the Army HQ signal 
of 15th April 1963, the Officer Commanding could well have realised that the 
D. G. S. & D. could not have entered into a firm contract by 15th April 
1963 when he received the signal, and it was therefore, incumbent upon him 
to inform the D. G. S. & D. telegraphically that no action should be taken 
on his letter dated the 12th April 1963 until further advice. The Officer 
Commanding defaulted in this case because he well knew that he was accept- 
ing something of a different specification from what had been indented and 
that also without the knowledge of the Army HQ. 

5. Government accordingly consider that there was no default on the 
part of the Officer Commanding in accepting after 15th April 1963 i .  e. 
between 20th May 1963 and 21st August 1963 a total of 1881 ST tyres against 
the rate contract concluded by the I>. G. S. & D. DADS has seen . 

[Ministry of Dt@nce Note No. 14(12)]67/D (0. I.) dl. 2-5-1968)] 
Recommendation 

1.64. The Committee need hardly stress that Government should 
take stern action against all those who are found responsible for any irregu- 
larities in connection with the purchase of tyres against the rate contract. 

SI. No. 36 of Appendix XI to the 4th Report of the Public Accounts 
Committee (Fourth Lok Sabha)-1967-68. 

Action taken 
The observations of the Conimittee have been noted, 
2. In so far as OC, COD, Malad is concerned, penalty has already been 

imposed on him by reducing his pension by 1 /3rd for lapses on his part which 
have so far come to light. Appropriate action will be taken against him if 
any further lapses are brought to notice as a result of jnvestigatign made by 
the SPE. 

3. A separate note will be sent by the Department of Defence Produc- 
tion in so far as the Inspectorate side is concerned. 

4. DADS has seen. 
[Ministry of Defence Note KO. 18(18)/67/0. (0. I.) dt. 27-9-1967) 

lhrt4ez Irdomration called for in Regard to the Action taken by the MMstrg 
of Defence on the Latest Rcprt of the C. B. I. 

[S. No. 36 of Appendis XI to 4th Report (Fourth b k  Sabha)] 



The Ministry of Defence may please indicate the action taken on the 
latest report of the C. B. I. 

Reply of the Governmeat 
1. On the basis of the SP's Report in case No. RC. 6 67-CIA (I), the I Superintendent of Police CIA(1) has suggested astatement o charges against 

OC, COD, Malad as per Annexure attached herewith and has recommended 
departmental action against him. 

2, The above charges of misconduct made against Major S. N. Singh 
had a M y  been examined in the Defence Ministry an( as a result thereof 
a penalty has been imposed on him by reducing his pen:.:m by 1/3rd for the 
said lapses on his part. In the Defence Ministry's reply to the recornmen- 
dations made by the Public Accounts Committee at Sl. No. 36 in Appendix 
XI to their 4th Report (Fourth Lok Sabha), the Public Accounts Committee 
have been apprised of this position. 

3. As no fresh lapse on the part of OC, COD, Malad has been disclosed 
as a result of the recent SP's Report, no further action is indicated against 
OC, COD, Malad who has already retired from the Service. . . 

D. A. D. S. has seen . 
[Ministry of Defence Note No. 12(5)/68 D 0. I.) dt. 26-9-1968] 

ANNEXURE 
Statement of Charge ag8inst 086cer Comm.ndinn, C. 0. D., W v i l l I  

That Major S. N. Singh, while functioning during 1963 as Officer 
Commanding, C. 0. D., Kandivilli (Malad) failed to maintain absolute 
integrity and devotion to duty and committed misconduct in the 
following manner : 

(a) He improperly conveyed to the Director General, Supplies & 
Disposals his letter dated 12463 (a holiday) in excess of his 
authority, 's willingness to accept the offer of MIS. Ram Krishan 
Kulwdnt Rai to supply 7100 tyres size 8.25+20 12 ply rating 
THR/AU Purpose Pattern in partial satisfaction of his indent 
No. KDD/IV6/MT14/S. Ad/ 28/63 dated 9 Feb., 1963 placed 
with D. G. S. & D. which was for supply of a ditTerent pattern 
of tyres, namely, cover pneumatic low pressure-825-20 TB CC 
12 ply rating; without endorsing a copy of this said letter to the 
Director General, Ordnance Services, Army Headquarters, New 
Delhi; althou he had endorsed a copy of an earlier communica- 
tion to the D. $ S. & D. declining the offer of S. T, Pattern tyres 
against CC. pattern tyres indented for; 

(b) Although, he had been clearly informed by a si I dated 1-63 
sent by Army Headquartem, New Delhi to thee a&" ect that no further 
nrpply . orders should be placed on MIS. Ram Krishan Kulwant 
Rai without prior approval of Army Headquarters and although 



hc confirmed the receipt of the said signal, he failed to take any 
further actiofi to inform the D. G. S. & D. that the aforesaid offer 
of this firm of T. H. R, tyres should not be considered. 

- MINISTRY OF DEFENCE 

No. 1/19!66/D (Prod.) Dated th 9th July, 1968. 
18th Ashadha, 1890 (S) 

OFFICE MEMORANDUM 
SUBJEC. I : Actiotl takw 011 the reconlttrendation of Public Accounts Committee 

contaked it1 the Fourtlr Report (Fourth Lok Sabha) on action 
taken by Gorerntnent on thc~ recommendations of the Committee 
contained in rlreir 64th Rcporr (Third Lok Suhhd) regarding purchase 
of Defectiw Twes. 

- -- 

1 am directed to refer to the Lok Sabha Sectt. 0. M. No. 2(l)j29,67/PAC 
dated 22nd June 1968 and to state that the case was referred to the Central 
Vigilance Commissioner for advicc. 

2. The CVC has since been requested to expedite his comments. Tbe 
Note on  final action taken will bc furnished as soon as the views of CVC are 
received and considered. 

Sdi- 
(S .  No. 36 oj'..lppcvrdi.v X I  (Ptrru 1.164) of 4th Report (4th Lok Sabha) 

Lok Sabha Sectt. 
New Ddii. 

Recommendation 
1.165. The Committee also hope that Government will take appro- 

priati: action if any further irregularities on the part of officers are brought 
to cotice as a result of investigations into these transactions by the S. P. E. 
5. No. 37 oj'Appendis X I  to Fottrtlr Report of the Public Accounts Committee 
(Fox th  1-ok SobIra)-- 1967-68. 

Action Taken 
The observations made by thc PAC have been noted. Government will 

take appropriate action against officers who are found to be at fault for any 
further irregularities committed by than as a result of investigations made bj 
the S. P. E. 

7. D. A. D. S. has seen. 
[Alitlistry of Dyji~ttc'c Note Ko. 14(19) 167 i D  (0. T.) dated 1-9-1967] 

Recommendation 
1.169. The C~mmittce would like to be infornled of the resulrr of this 

inquiry and the action taken against tlic officers at fault. . .. 

[S. No.  38 of .4pp~ndis X I  to 4th Report (Fottrrh Lok Subha)] 
M22LSSI69-- 



Action Taken 

A Court of Inquiry was held on 28th ~ e ~ t e m b e ;  1967 to investigate the 
question of inspectirn lapses, if Any, and affix responsibility on officers and 
staff for acts of omission and commission. The Court of lnquiry concluded 
its deliberations on 5th October 1967 and its findings are being submitted to 
Army HQ through Bombay Sub Area, Maharashtra & Gujarat Area and 
Headquarter Southern Command. Further action will be taken after the 
report is received at Army HQ togcthcr with the recommendations of the 
various formation commanders. 

2. A further note will be submittcd to the Public Accounts Committee 
as soon as final decision on the findings of the Court of lnqyiry is arrivcd 
at. 

3. Director of Audit, Defence Services has seen. 
[Min. of Defence (Defence Production) i. o. No. 09932,lP.4C'G1TD-52 

609/S/D (Prod) dated 16 Nov.. 19671. 
Further information furnished by Government 

The Court of enquiry instituted as per the commitment made by the 
Government at the PAC meeting on the subject held on 22nd July. 1967 
examined the case and gave the following opinion : 

"There were two main allegations'that were investigated. Firstly. 
that a tread pattern other than the one indented for was cccepted 
and secondly, tyres of a different ply grading than the one 
indented were accepted. As far as the tread pattern was concerned. 
the indent was for 'Cross Country'. This is a military terminology 
and is not in commercial use. It is known that from time to time, 
A m y  authorities decide what commercial patterns arc capable of 
cross coyntry performance. The tread patterns accepted were at 
the time of acceptance classified as cross country. The Court has 
found no lapses as far as the tread pattern is concerned. 
As far as the ply grading is concerned, the indent was 
for 10 ply. The tyres accepted were for 12 ply. These being 
superior to the ones indented, the Court found no lapses on this 
aspect and no one has been blamed." 

The case was also referred to the Central Vigilance Commissioner for 
his advice. The CVC has gone into the case at great length and has advised 
that no action is called for in respect of any of the officials concerned. 

In the light of the above, the case is being closed. 
Director of Audit, Defence Services has seen. 

File No. 1 /19/66/D(Prod) 
[Ministry of Defence (Defence Production) Note No. 1/19166/D (Prod) 

dt. 1-11-68] 

Fmrk imformatk,n d e d  for by the P. A. C. vide Ldc SIWI !kwuht 
0. M. NO. 2/1/29/67/PAC dt. 7-9-68 

Serial Nos. 37 and 38 paras 1 .I65 and 1 .I69 



A copy of the note dated 14-8-68 furnished by the Ministry of Hc.me 
Affairs (CBl) is enclosed. Please indicate the action taken by the Ministry of 
DefenceIDeptt. of Defence Production on the latest Report of CBI. 

Reply of Government 
SPE's report of investigation in PE No. 9163-CIA dealing with four 

.allegations relating to the purchase of giant tyres from East Europciin 
Countries in 1960 and 1961 was received in this Ministry in January 1964. 
While three allegations pertained to the State Trading Corporationt D. G. S. & 
D. and Ministry of Econon~ic and Dclcnce Co-ordination, this Ministry 
was concerned with the following allegation only: 

"The offic&s of the Directorate General of Ordnance Factories Cal- 
cutta purchased 3,000 sets of tyres from Mjs. Gissco, in spite of 
the fact that their Technical Development Establishment had 
stated that tests have to be done by actual use only for long periods 
and hencc no opinion could be given as to the quality of these tyres, 
which were needed by this unit for use in forward areas and have 
to stand the stress and strain of operational hazards in the Defence 
operations." 

2. The finding of the CBI in respect of the above mentioned allegation 
was that no officer of the D. G. 0. F. could bc blamed except, perhaps one . 
Shri . . . . . . . . . . . .who made an attimpt. which however did not succeed, 
for altering a warranty clause in favour of the firm. The CBI recommended 
that his conduct. may be brought to the notice of the DGOF for taking 
such action as may be considered necessary. 

3. The matter was examined in the Ministry and the DGOF was 
addressed inter alia that Shri . . . . . . . . . .conduct might be considered for 
such action as deemed necessary. The Directorate General of Ordnance 
Factories have replied that the idea of the amendment proposed by Shri . . . . . . . .was dropped by that Headquarters and there was no question of 

'Shri.. . . . . . . . .working independently in this matter. Any action taken by 
Shri . . . . . . . .was with the full knowledge of his superior officer in the Direc- 
torate General of Ordnance Factories and so they did not agree with the 
remarks made by the SPE. The matter is again under consideration of the 
Ministry and DGOF. 

D. A. D. S. has seen. 
[ ~ i t r i s r r ~  of Dpfncr (Dcptr. of Defence Prodttction Note No. 1 l(1 I)/ 

Vig. 164 dt. 23- 1 1 - 19681. 



RECOM MENDATIONS/OBSERVATIONS IN RESPECT OF W H l C E  
GOVERNMENT HAVE FURNlSHED 1NTERlM REPLIES 

Ministry of Commerce 
Recommend ation 

1.80. "The Committee are glad that Government have relrliscd that 
more efficient procedures for securing reliable and experienced dealers to 
handle import and distribution work on behalf of the State Trading Corpo- 
ration are called for. The Committee need hardly stress that the Statc 
Trading Corporation being a public undertaking. should adopt procc- 
dures which would be abovc itll suspicion. The Committee consider that as 
far as possible, the State Trading Corporation should invite public offers so 
as to get most experienced and reliable distributors at the least margin of pro- 
fit for the import and distribution of their goods." 

[S. No. 18 of Appendix XI to thc Fotrrth Report (Fozrrth Loh Subha)] 

Action talien 
The Committee's observations have been noted. Thc Staic Trading 

Corporation has been asked to review its system of appointing its agents,' 
distributors and to submit its review notes to the Ministry for further consi-- 
dention. 

[Mirristry of Contnrcrcr Rotc fio. 32(20)/66. ST dl. 12-1-1968] 
Further information called for bj the Committee 

(a) When did the Ministry of Commerce undertake the review in the 
matter of appointment of agents and distributors so as to ensure that the 
most experienced and reliable distributors at thc least margin of pro- 
fit are appointed. 

(b) Has the review been completed '? 

(c) If SO, please furnish the details ol'the revicw and the action takcn in 
pursuance thereof. 

(d) Ifthe review has not been coniplctcd, please statc the reasons for thc 
inordinate delay. 

[LSS D. 0. No. 2(1)129 67/PACf (It. 7-8-1 9681 
Reply of Government 

The Ministry had written to the STC on 16-1-1968 to undertake review 
and forward proposals to the Ministry. Accordingly the STC undertook 
a review of the system of appointing agents and distributors and submitted 
a note to the Ministry on 27th March. 1968. A copy of this note is 
attached (Anncxure). It was noticed that the improvements suggested werc 
not adequate. In the meantime, Govcrnment appointed on Expert Com- 
mittee under the Chairmanbhip of Shri . . . . . .to make a rcvievv of the trading 
techniques and methods of the State Trading Corporation and its present 
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borganisational structure with a view to taking necessary steps for strengthen- 
ing and improving its operational efficiency. 

The system of appointment of STC's agents/distributon will be s@ 
fically covered by this Committee and Government will take suitable actlon 
.on the receipt of the Committee's recommendations. 

(Ministry of Comnwrce 0. M .  No. 32120166-ST, dated 14-8-68). 
ANNEXURE 

.Jtnport, Distribution and Appointment of Agents by S. T. C. 
The State Trading Corporation's role in generality of cases of its im- 

ports is mainly. of a regulatory nature. In order to enable it to exercise 
due control over the margin of profit of the importers and for proper distri- 
tribution of the goods to the consumers, Government issues licenses to 
the Corporation with Letters of Authority, with or without certain condi- 
tions attached to it, to a third party who actually imports the goods. Accor- 
.ding to the conditions of the Letters of Authority contained in the Red Book. 
the holders of Letters of Authority are to act only technically as 'agents' of 
the licence-holders both at the time of clearance through the customs and 
also subsequent thereto. The object of this regulation appears to be to 
prevent trafficking in permits and import licences and to keep the Letter 
of Authority holders anchord to their licences and the goods imported under 
it and to ensure due performance of their obligations. The true relationship 
between the licencee riz.. the Corporation and the holder of a Letter of 
Authority, however. depends upon the terms of the agreement that may be 
.entered into between the two. For that reason all persons importing goods 
on the licences issued in the name of the Corporation do not nceccssarily 
become agents of the Corporation despite the use of the word 'agents' in the 
wording of the regulation. They may at best be described as 'Business Asso- 
ciates' whose relationship would be governed by the specific terms of the 
agreement entered into with them. This position has been recognised in 
Judicial pronouncements also. It has been held that this regulation under 
the import control orders cannot be stretched beyond the specific purpose 
for ahich it was issued without making serious inroads into the contractual 
'rights of the parties and without avoiding manifestly absurd results. 

The importinp!selling/distributing agents utilized by thc Corporalion 
may be broadly c~tegorised as follows :- 
'1. Statc Agcncics : 

The S. T. C. tries to employ as far as it can, State agencies for selling;' 
.distributing the various items imported by it. In this category will 
also fall certain items which the S. T. C. handles departmentally. 

.2. Assoc'~tiom~Consorti~ of ErsmMe ImportersIActtml Users: 
Thq S. T. C. gives encouragement to the formation of Associations, 
Consortia of erstwhile importers,!actual users who take over the distri- 
'bution of the items in preference to dealing with individual importers; 
.selling and distributing agents in keeping with the Government's polities 
in this regard. 

3. hdian Manu/bcturers/Acttrcrl Users: 
The S. T. C. imports a fairly large number of items required by the 
Indian manufacturers/actual users. one or more of which are utiliscd 



as se]]ing/distributing agents also. Such distribution, however, is 
based strictly according to the allocations given to the S. T. C. by the 
various technical authorities like the D. G. T. D.. Drugs Controll~r~.  
etc., 

4. htdian .4gcrtts of Forcigr~ Stcpplicrs : 
Where 'after-sale-service' is obligatory and essential or the importcd 
goods are 'Proprietory' in nature and only the agents appinted by the 
principlas~manufacturcrs are in n position to arrange for 'after-sak- 
servicing. training of Indian technicians for providing' 'after-sale-- 
service', etc.. the S. T. C. accepts and utilises the scrvices of such 
Indian agents of foreign suppliers. who arc capable and have proficiency 
in their respective fields. 

5 .  Imports of i tota by Liccnced Dcokcrs: 
in such a case the S. T. C. transfers thc import liccncc to thc licence 
holders who import and sell them. For instance. undcr thc prcsent 
licensing system no body can handle cartridges csccpt the licensed 
dealers. 

0. -4d hoc Arrnngentmts : 
On rare occasions. wherc thc S. T. C. has to import certain items to 
meet the critical shortage of the same within the country and therc: is no 
regularity of imports, it makcs ad-hoc arrangcmcnts for import and 
distribution. For example, import and distribution of tyres were under- 
taken by the S. T. C. as a rcscuc mcasurc to n m t  the internal shortage. 
The above categorics arc broadly explained in the following paragraphs: -- 

I .TI Cntegor!. 
In thc 1st category of cases. ~ h c  goods arc importcd directly by thc 

Corporation for thc use by thc Go\-ernm.~nt/Semi-Govcrnrncnt Depart- 
ments, Public Sector Undertakings, etc. After-sale-serviccs arc provided by 
thc Indian agents appointed directly by thc foreign suppliers in which the 
Corporation has no hand in respect of such products. Evarnplcs under this 
catcgory would bc riflts for Policc Dzpartmcnts. drilling cquipni :nt for thc 
Government/Co-opratiw Milk Schema, marinc dicscl cngincs. lish finders. 
refrigeration units. road vans. etc.. for thc Ministry of Food and Agricul- 
turc, Department of Fishcrics and Animal Husbandry. textile machinery for 
the Co-operative Societies as r c c o m n d e d  by ~ h c  Tcstile Commissioncr. 
machine tools for the Hindustan Machine Tools Ltd.. ball bearings for the 
Railways, Bharat Heavy Electricals I.td.. and Small Scale lndustrics Depart- 
ments of Statc Governments. 

Besides. in a few items thc Corporation has also it\ own departmental 
distribution arrangements for a few importcd materials. In such cascs 
the Corporation imports the goods dirsctly. stocks them m d  sells them 
directly under its own control and supervision. Dircct distributidn by the 
Corporation affords maximum scope for ensuring distribution in the desirrd 
manner and ensuring that the goods reach those who actually nced them. 
The Corporation has in this manner already handled milk powder, mutton 
tf low, soyabean oil, mercury. sulphur. rock phosphate. etc., departmentally. 
Such departmental handling is resorted to in only a few selected cases and is 
helpful in rationed distribution and in checking mlpr;lctices by the middle- 
men in ovcr-charging, adulteration and adoption of unP4r trading praotices. 
But the Corporation is not in a position to handlc all items departmentally, 



becguse firstly, it has limited staff and resouma and secondly, the intention of 
the Government policy seems to be to tuilise, as far as possible, the esta- 
blished distributing channels. 
2nd Category 

There are wrtain items of high profit margin but the rzquiremmts of 
which are thinly sparcad out. Therc is a substantial gap bztween the imported 
prices and the rctail prices of these items. Thc Government has entrus- 
ted such item to be imported and distributed through this Corporation 
with a view to mop up the substantial profit margins which would otherwise 
go to  the middle-men. In the distribution of the itern$ of this nature, the 
Corporation mfikes use invariably of the already established trading channels, 
I-iz., thc estahlahl*d importers or the associations of establish6:d importers 
who arrange thcir distribution at prices and conditions laid down by the 
Corporation. For example, most of the chemical and pharmaczutical items 
imported by the Corporation are distnbutcd through organisations like 
Chemicals and Alkalies Distributors Ltd., Dyes Distributors Ltd., India 
United Chemicals Distributors. Tatas, Imp-rid Chcmical Industries, 
Northern India Chemicals Distributors. etc. Similarly. for the distribution 
of ball bearings through the established importers, the Corporation utilises 
the services of thc Ball Bearings Distributor's Association. In these cases 
the Corporation obtains the import licences, negoti&es the prices and trans- 
fers thc licences to the associations after obtaining Lctters of Authority and 
wgulatcs thc sale in the bcst interests of thc consumers. 

In thc arrmgcmonts for thc distribution of itcrns likc c l o v ~ ,  cassia, 
mutmegs. ctc.. the work of import. financing, unloading, transport and dis- 
tribution is donc by thc United Spices Association who act on bchalf of and 
on the strzngth of the import licences issued to the Corporation. 
3rd Cu~c:qory 

Thc Corporation is illso rcquircd to import a numbcr of itcms for which 
allocations arc given in advance by variouh technical authorities like the 
D. G. T. D.. Drugs Controller. ctc., for the usc by thc Indian manufactur;rs/ 
itctud uscrh. These itcms gxernlly go into ths manufacturins process .and 
thc final product is then sold by the fabricators throughout the country. In 
such case>. though the Corporation procures the import liwnces. practically 
the entire work dat ing to imports and distribution is done by the Actual 
Uscrs thcmwlvcs on the basis of the Letters of Authority in thcir favour. 
Thc import of the Corporation is arrangcd to sccurc advantag.: of bulk pur- 
chasing. ctc. While some of the items can be sold outright, for distribution 
and sak of other itcms, onc or morc of thcsc mnnufacturers/actu~l users arc 
itppointcd as thc Corporation's agents. Examplcs under t h ~ s  category 
will bc flour milling machines. tool and alloy steel. shoe grindcry, motor 
cyclc tyrcs and tubes. ball bearings. JLO cngincs and cxtain chcmical itcms. 
4th Caregory 

In ccrtain cases. tht: vcry nature of thc goods imported is such that they 
arc: c0vc;rc.d by gmrantcis wgarding pxformanc~ and nced after-sale-service 
for a specified period. Such goods also involvc supplies of spare 
pm/components and r:plncem:tlts. The provision of these services is the 
responsibility of thc: firm supplying the machincry. As the Coporation has 
at F n t  no wangemcnts of its own to undertake such services and m o t ,  
therefore, handle the items, the Indian agents appomted by the forcign sup 
pliers a x  re~~gnised  by the Corporation for the distribut~on and servicing, 



provided thc agents of the foreign suppliers do not have adverse reports in the 
pnst and are regarded as sound and competent to undertake the task. The 
prices at which these goods are imported and distributed as well as the matlpial 
c&ssion allowed to these agents arc fixed by the Corporation, after W g  
afl relevant facts into consideration. Before authorising imports, clea- 
fiam indigenous angle as well as certificates of essentiality of imparts 
atr: obtained from the D. G. T. D. and other concerned authorities like 
C. W. P. C., D. G. H. S., Ministry of Education, etc. The items f&g 
under this category are generally technical in nature and include various e d s  
of machinery and engineering goods and spare parts. Examples arc mach~ne 
tools, tractors, printing machinery, earthmoving machinery, laboratory and 
scientific insul)ments, dental, medical and surgical instruments, elbtrical 
and electronic instruments and appraratus and chemical item$. The agents 
who handle them should have certain facilities rccogniscd by the foreign 
suppliers. After efficting necessary checks as indicated above thc Corpora- 
tion approvcs their appointment. 

The Corporation then enters into an agrcemcnt with the importing firms 
spelling out the sptcific responsibilities to be discharged by the firms in such 
matters as arranging. imports, selling the imported goods to various con- 
sumers, the manner m which the sales are to be effmed, the ceiling selling 
prices to be charged, provision of adeqbate after-sale-service and supply of 
spare partslcomponents needed for the proper maintenance of the machines. 
submitting periodical certified returns of sales, etc.. to the Corporation and 
such other matters to ensure smooth and orderly import and distribution. 
A specimen copy of such a~ agreemmt is annexed herewith. Thc salient 
features of such an agreem$nt are:- 

(a) The Business Associates are required to sell the goods to thc actual 
users within a ceiling selling margin on the CIF landed cost as 
prescribed by the Corporation: 

(b) The Business Associates are required to furnish to the Corporation 
periodical sales returns duly certified by a Chartered Accountant 
giving the particulars of the parties lo whom the imported goods 
have been sold and also giving the price break-up; and 

(c) The Business Associates are required to guarantee satrsfactory 
aftet-sales-service and supply of spare parts and components to 
the actual users for propcr maintenance. 

5th Caregory 
In the case of big actual users it has been already stated that the licenccs 

are generally to be transferred to them under a letter of authority of import. 
The actual users convert these goods and sell according to the market ccmdi- 
tiom on which the Corporation exercises no control. In a rare case it may 
happen that the pmon who actually imports sells the articles without pro- 
cessing it. For instance, bxause of our licensing system nobody can handle 
cartridges except the licensed dealers. In such a case the Corporation trans- 
fers the import licence to the licence holder who imports the item and a11s it. 
6th Category 

While most of the gods  imported by the Corporation fall under one 
orthe other category mentioned above, there are occasions when the Corpot- 
d o n  import scertain goods which cannot be classified in any of the above 



mentioned five categories and arc, therefore, treated on 'ad hoc' basis. The 
example under this rare category would k tyres which was undertaken 
only once so far, as a special case. The Qrporation's imports and dismk- 
tion of tytes stood on an entirely different footing. During the p:tiod 
since its inception, it handled importcd tyrcs only under certain pxuliar $ir- 
amstanccs when the country was facing an acute shortage of certain spec& 
varktics of tyres for m-ting the internal requirements. The prices of tyres 
wre also spiralling very high at that time. Thc Corporation's induction 
into the field was, therefore, mainly for rescuc opxations to m.:et the 
country's internal demand. The special nature of such goods is that though 
these do not require after-salc-service as such, they invariably require warranty 
s f  performance for a specific period. Sales of such goods to the ultimate 
users involve privity of contracts bct\vecn the foreign suppliers and the dis- 
tributors in which the Corporation has no sp-cific responsibility to shoulder. 
Ad-hoc armangements are made for distribution of the goods undcr this 
category for which reliable and cxpcricnccd distributors arc usually selected 
on the rccommmdations of the foreign suppliers. 

A point has now been raised that the present system of selection and 
appointment of Indian agents of foreign suppliers for the imports and dis- 
wibution of the goods should be re-examined and changed in as much as the 
present practice is believed to leave somc scope for the agents to wield pres- 
sure through the foreign suppliers on thc Corporation. It has been suggested 
that the importers or the sole distributors should determine their agents 
and not the foreign manufacturcrs~suppIicrs who can only insist on quality 
service, but not on the selection of individual dealers for thcir products. 

Such a change has bccn suggested perhaps uith a view to select such 
parties as can render best scrviccs in the sale of those imported goods and 
at the minimum marsin of profit. For niachincry items. these services pri- 
marily consist of providing after-salc-scrvice. arranging repairs when neces- 
sary and providing spare parts. componcnts. etc. I t  is in the interest of their 
trade with India that the foreign suppliers themselves entrust sales to such 
firms as can do justice to their products and create a good reputation for the 
manufacturers among the consumers in the countrj. Morco\er. the sup- 
pliers from the h t  European countries are not enthusiastic in doing business 
through such firms as llave conncctions \vith the suppliers from rhe other 
countries and rite-wrsn. 

It may be rccalled that India's triide with the East Eurclpean countries 
has recorded a considerable increase and divcrsification during thc last 10 to 
15 years. Thc Corporation also plagcd ;in important role in this growth and 
diversification. As a matter of fact, quite a substantial portion of thc Cor- 
poration's imports, for which the Indian agents are nominated by the foreign 
suppliers for import and distribution. is from the East European countries. 
As the present trend indicates, India's trade with these countries will inncase 
further in the years to come. At present most of the Indian agents of the 
East European suppliers are comparatively new comers who have been 
handling the imports and distribution of important items like machine tools. 
tractors, other machinery and instruments for the past 8 to 10 years. During 
this period, these firms have been ablc to build up an organisational structure 
and have acquired the necessary expericncc and experitise in providing after- 
sale-mice for thc machines of East European makes sold by them to a 
l a w  number of users within the country. Any attempt to impose restric- 
tions in the matter of sclcction of firms and to change these tie-ups is hiely 



to be resisted by the foreign suppliers and may not, even when changes have. 
been made, result in any appreciable improvement in the service. I t  is 
further apprehended that any cildnge in their present mutual understanding 
and relationship may retard the progress of future growth of the trade between 
India and these countries. Further-more, a substantial amount of trading 
risk is involved in the import of such materials, which may remain partly or 
wholly unsold for a long period upsctting all cconornies of import, etc, Only 
n part} which has a long-term stake and intercst may be prepared to do so. 
In this contest, it is only the Indian agents of the foreign suppliers who would 
be most competent and best placed to handle such imports and their distrib- 
tion. From the Corporation's point of view also, it would be advantageous 
to have such imports madc through those Indian agents who. could be held 
responsible. at least in part. for any short-cominp I f their principles. scch as 
delays in supplies. defective packing or quality of material, etc. 

It would not be out of place to nlcntion hue some of the recent 
experiences of the Corpor:ltion in attempting to bring about a change in the 
present system of selection and appointment ol' a p  nts in the field of import 
and distribution of ccrtain goods from the Ei iht  European countries. The 
Corporation has already intered into contracts for import of 2.C00 tractors: 
from Czechoslovakia or n hich 1.000 will be in knocked down condition. 
At our insistence and yursuation the Czech suppliers havc a p e d  to thcse 
tractors being imported and distributed through the Agro-lndi stria1 Cor- 
porations of the State Governments. But in so far as imports of tractors 
from the U.S.S.R. is concerned for which the Corporation has entered into 
contracts for import of 4.000 tractors, it has not bccn possible to make the 
Soviet suppliers agree to thesc tractors being similarly importcd iind arrangcd 
through the State Agro-lndustrial Corporations or any organisation other than 
their own nominecs,agents. The Soviet suppliers iire of thc view that their 
tractors have got some special features and their techniques arc quite different 
from those of othcr makcs so much so that neither the Agro-Industrial Cor- 
poration of the States nor any organisation in the country othcr than those 
with whom they havc already established busincss relationship in the form of 
training the necessary technical personnel. etc.. \could be in a position to 
llandlc this trade in a smooth and satisfactory manncr. They. therefore, feel 
that the present system of import and distribution through thcir agents/ 
nominees would be in the best intercst of thcrnsclvcs a s  well as of India. 
Thus tvhile we have been able to achieve somc success in the field of Czech 
tractors. wc arc meeting a stifr resistance in the casc of the U.S.S.R. 
tractors . 

In thesc circumstances, it is felt that no sin& or uniform method for 
appointing agents of imported goods would be desirable or practicable. 
Theagency to be utilised would differ according to the category of business to 
be handlcd. For commodities where it is possible to select a State-owned/ 
supported agency or Agro-Industrial Corporation, the same would be prefer- 
red. There may be here and there an odd or exceptional case where we may 
have to lean on a private party even though no after-sales-service is required, 
for example. in the case of imported tyres, where n warranty may be necessary 
for its pcrformance. 

From the foregoping. it would be seen that thc Corporation has been 
utilising as far as possible the services of the trading channles previously in 
existence in respect of the commodities falling within the categories Nos. 1, 
2. 3 and 5 mentioned on page 2 of the note. These agencies are either the 



actual users or the erstwhile importers or their associations or the licenced 
dealers or the State agencies. As regards the category No. 4, efforts are made 
to effect the imports and distribution of the goods through the agencies 0 t h  
than those nominated by the foreign suppliers. The Corporation willcontinue 
its efforts to cffect such imports and distribution through the dealers or firms- 
selected by the Corporation itself at the earliest opportunities possible. 

In all cases. however. necessary ,igilancc and safe-guards as may he 
required from time to time will continue to he observed by the Corporation. 

[S. T.  C.  ilioliJ. (it. 27-3- 1966: suhnrittcrl to Ministry of Conmerce on 
Import, Dislriburiot~ alrd uppoirr/nmlt r,f' Agc~rts b j  S.  T .  C.] 

Further information called for by the Committee 
Please intimate \clicn the Kcport by the Expert Committee under the 

C'harimanship of Shri P. L. Tandon to revie\\ the trading tccliniques and 
methods of the S. T. C. and its present organisntionnl structure is likely to bc 
received. 

Pleasc also furnish the precibe terms nf rcfercncc of tlic Committee. 
[LSS D. 0. KO. 3( 1 )  29,67,'P.4C'. ilatctl7-9- 1908] 

Reply of Government 
Tlic intcrim Report of thc Comniirtcc undcr the Chnirmanship of 

Shri Tiuidon Iias bcen received. Tlic ternis ot' reft'rcncc of thc Committee 
arc indicated belo\\ : 

( i )  To  md.c a rc\iei\ of the ~ r a d q  tcchniqucs rind rnctliods of the 
S.T.C. and its present organis;ltional structure \+it11 a vie\\ to take 
nrtccssary steps for further >trengthening :tnd impro\ ing its opera- 
tional etRciency : 

( 4 1 )  The trading techniques and prxticc:, 01. thc STC in relation 
to such items ol'tr;~de a.s have bccn c;tn:~lised for exports and 
import% through the Corpar:~tion : 

(111 Tlic orpnisation. prograliinie and mctiiods of work of the 
foreign allices of' t he Corporation : and 

( ( . I  The administriitiic and org;~riisition ;irr;Ingcnicnts at the Head- 
quarters and thc Regional Otticr..\ of tlie Corporation. 

(iii) I n  the light ofthi> rc\itn. the Cu~ii~iiittcc tvill hubmit its conclusions 
and recommendations on mattcrs nhich require urgent decision 
and action within t lmr ~nonthx. It \\dl bubmit its final report 
within a pcriod or si\ months. 

[ A ~ ~ I I I J I , : ~ .  of C'ot~rt~rcr c c ~  0. 31. ho. 22 20 66-ST. '11.  2 1-9-68)] 

Further information called for by the Committee 
1n para 26 of tlic Intorini Report submitted hy the Committee set up 

to review gener:illy the ~ o r k i n f  ot'STC, the Committee have referred to the 
criticism about STC's Agency and disrribution arrrtngcnients and stressed the 
nccd to review carcfi~li the! caisting procedures and \!stern with a view t o  
securing reliable. and experienced dealers. 



The precise lines on which such reviews are proposed to be carried out 
may please be indicated. It may also be indicated when the final Report 
.of the Committee is due. 

[L. S. S. D. 0. No. 2(1) /29/67-PAC, dated 30-1 1-1968). 
Reply of Government 

This was taken up with the Review Committee. The Ministry 
is informed that it is too carly for the Comrnittcc to give an indication of the 
lines in which such reviews will bc madc. Thc final report of the Committie 
is expected by the end of May, 1969. 

[Ministry of Commerce 0. M. No. 32(20)/66-ST, 9- 12-68]. 
Further information called for by the Committee 

In pars 14 of the Report submitted by Shri Joneja, Commissioner, 
,Civil Supplies, Ministry of Commerce regarding the lapses on the part of thc 
'S. T. C. it has been suggested that the S. T. C. should have a fresh look into 
the system of indirect trade (stock and sale) and see if 3 provision should bc 
made for some reasonable control being exercised on the quality of thc 
material being imported with a view to protecting the intcrests of the 
consumer and conserving foreign exchange. 

Plcasc furnish a note showing thc action taken by the Commcrcc Minis- 
4ry on the suggestion mado above. 

[L. S. S. D. 0. No. 2(1) 129167-PAC, dated 30-1 1-19681. 
Reply of Government 

Thi: recommendation madc in thc Report has been specifically brought 
to the notice of thc STC Rcvicw Comrnittcc. The Ministry is informi d t k a t  
the Committcc will cxaminc the rccommcndation madc by Shri Joneja. 

[Ministry of Comwlcrre 0. M .  No. 32(20)/66-ST, d / .  9- 12-68]. 

Recommendation 
1.8 1. "As regards the appointm~mt of M/s. Ramakrishan Kulwsnt 

Rai as a g m s  for the import of tyres from Hungary. the Committee do not 
desire to comment on it at this stage as it is understood that the milttcr is 
under scrutiny by the Central Bureau of Investigation." 

[S. No. 19 of Appendix XI lo the Fourth Reporr (Fourth Lak Srrbho)] 
Action taken by Government 

It is understood that thc Central Bureau of Investigation has not 
completed the scrutiny. 

[Ministry of G~nnrerce Note no. 32(20)/66-ST, dt. 10-7-19681. 

Recommendation 
1.129. "It is strange to note that a copy of the letter of February, 1963. 

on the file of the Inspection Wing of Director General. Supplies and Dis- 
posals addressed by the Inspectorate at Calcutta regarding unsatisfactory 
storage conditions of tyres in the stocks of MIS. Ram Krishan Kuhant  Rai 



was diarised in the office of the Director General, Supplics and Disposals but  
not put on the file. The Committec desire that this suppression of an impor-- 
tant lettcr may be looked into with a view to fixing responsibility." 

[S. No. 28, Appendix XI of the 4th Report of the F. No.:(Fourth Lok SabhaN 
Action taken 

This lapse of suppression of an important lettcr has bccn cxamincd and 
additional change for this has been framcd against the Deputy Director and 
thc dealing Assistant concerned. Department Enquiries are in progress. 

[Qeptt. of Supply, Note No. 13 (17)/67-PI, dt. 20.1 .68] 

Hecommendation 
1.135. "After thc injunction of thc High Court is vocatcd the Corn-. 

rnittcc would likc to bc informed of tllc action t a k a  against this firm. As 
a result of thc enquiry by the Special Police and the results of the disciplinary 
procxdings against th: officer conccmcd. thc Committee would like to know 
whethcr there was any coilusion bmvccn thc ofiicers and this firm. The 
Committec would also likc it to hc :~sccrtaincd wllcther there arc any grounds 
for tnking any action against any of'thr. othcr firms involvcd in the import 
and supply of these tyres." 

[S. No. 30 of' Appendix X i  of r k .  4rh Rcl~orr of'tl~c P. A .  C.  (Fourth. 
Lok Snhha)]. 

Action taken 
Thc injunction of t h r  High Court aguinst thc firms Mis. Ram Krishan 

Kulwnnt Rai, has not !;;I been vocatcd. Further action against the firm is, 
thcrcforc. pending. Thc rcsult oft hc enquiry by thc Special Police Establish- 
~ w n t  and th: results of the disciplinary proceedings aginst the officers con- 
czrned arc still nwnitcd. Action t;tken~to br. t a h n  against other firms is 
undcr csclmination. 

[Deprr. of .Yrrpply Note KO. 1 3 ( 1  7 )  67-PI. (11. 20- 1-68]. 

Further information called for by the Committee 
"Thc Department of Suppl! and Ministry of Commerce may be requcs-- 

tcd to intimate the rcsult of examination of thc question of tnking action 
against otlur firms involvcd in thc import of tyrcb. 

[Lok S~blra Scrrt. 1). 0. NO. 2(1)!291'67PAC. dl. 7-8-68] 

Repl! of Government 
The mnattcr has been cxamind and i t  is observed that no action againsr 

any firm othcr than M/s. Ram Krishan Kulwant Rai is ca l ld  for. 
[Deptt. of'Strpp11- hrotc~ No. 12(17) '67-PI, dt. 17-8-1968] 

NEW DELHI ; 
April 28, 1969 - 
Vaisaknhn 8, 1891 (Sakn) 

M. R. MASANI, - 
Public Accounts Cantntttet. 
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APPENDIX 

Surnnw1:1' of . p i t t  Hc~c~~n~tt~ct~dntiot~~/Ob~~rv~ti~~~~v of the Ei~Irty-fi?ul't/~ Report (,/ 

tlw Pltblic .4cco1mts Committee 
d _ -.-.-.. . . _ _ _ _ _ _ _ _ _ -  ^___I__ . . -. - - -.-.- - 
~p Para Ministr? conccrncd ConclusionsjRecon~mcnilatio~~s 
No. No. - . . - - - 

1 ?, 3 4 
__ _. _ __- - I -- . - -  - - .-- . 

J 1 .2 Comn~ercc ....---- l'hc Coni~nittec h o p ~  that final rcplics In 
Ucptt. of Supply regard to thosc r~ommcndntions to 

which only interim rcplics have so far 
Iwcn furnished will bc suhniittcd lo thcr~i 
expeditiously after getting thcm vettcd 
by Audit. 

2. 1 . 1 1  Commcrcc The Committee ohwrve thirl under the 
plvsent system of 'indircu-t tradc' adoptcd 
by the State Trading Corporation thcrc 
is poss~btllty of collusion bctwecn 
suppliers and lhcir npnts  in India which 
may result in the sub-stmrlard goo& 
being imported. Thc cammittec would 
like Government to take cffcctivc steps 
to rrnicdy this wwkncss in the systc~li, 
SO that thc intcrc"sts of consumers arc 
protected and prccious Foreign cxchangc 
is not dissipated in such iunports. Thc 
Committee note in thls connection that 
this question is under examination by thc 
State Tradinp Corporation Rcvicu 
Committee. 

The Committee notr,lhat an Espcrt Com- 
mittee set up to trvrcw thc working of thc 
Statc Trading Corporation have in thcir 
intcrim Report underlined the need for 
reviewing thc existing agency and distri- 
bution arrangements of thc Corporation 
with a view to securing the scrviccs of 
reliable and experienced dalers. The 
Committee hope that the r t  Commi- T t tw would be able to spel out in thew 
final Report the precise lines on which 
the arranprnents in this regard should 
be reorgan~sd. 

The Committee appreciate that, in tlw 
matter of imports, the Strttc Tradinp 
Corporation acts largely as an agent of 
G o v e r n ~ n t .  The experience of thc 
Corporat~on with the transaction relating 
t o  t y m  suggests that Corporation will 
have to evolve what the Expert Com- 
mittcc have termed *'a system of regulur 
consultation with Gowmmcnt, In- 
dustry and Trade", so ?hat import rc- 
q u i r m n t s  wuld be realtst~cally asscwd 
and decisions in this respect reviewed in 
the light of market conditions and 
modified if necessary., Tha Committee 
obsmrc in thjs connpctlon that a subtan- 
ttal proportron of Imports made by the 
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- .- .... ." _ . _ _ _ - _ _ I _ _ _ - .  ..- 
1 2 3 . 4 - _ . -. _ _ ___-_ ___-__ - - .  ..--- 

Corporation. i s  from East European 
countries. The imports from thesc 
countries arc generally regulated by 
periodical Trade Plans. The Committee 
would likc all proposals for lmports 
ttndcr thesc Plans to be critically examined, 
so that o d y  itcms that arc really neas- 
sary and competitive in qual~ty and 
price are imported. In this connection. 
the Committee would like to  invite atten- 
tion to their observations in paragraph 
2.28 of their Fifty-fifth Rcport (Fourth 
Lok Sabha.) 

Thc Committee trust Government will 
cxamine in the light of the findings of 
the Central Bureau of Investigation what 
action against thesc oflicials i\ callod 
for. 

1 .22 Deppt. of Supply The Committee hope that Govcrnrnent 
Defence/Defencc pro- will consider in the light of the findings 
duction. of  the Central Bureau of investigation 

thc question of taking appropriate action 
against various officials. 

1 .26 Deptt. of Supply The Committee trust that speedy steps 
would be taken by Governnlent to  
recover the excess payment of Rs. 1 -83 
lakhs made to M,'s. Ramkrishan Kul- 
want Rai. 

Thc Commi~tee note from the opinion of 
the Solicitor Gencrnl that the State 
Trading Corporation had no legal or 
financial liability in terms of the agce- 
ments for imponed tyres which were 
not sold or for the loss incurred by the 
rmporters in the transaction. Thc 
Comrnitter: note that a number of other 
issues were also posed W o r e  the solici- 
tor General. They hope that in the light 
of the Solicitor General's opinion o n  
thcw issues. action will be takcn by 

7 1 ~ 4 2  Dcptt. of Supply 

Government to streamline the existing 
arrangements between thc corporation 
and its business associates, agentsetc. 

The Committee note that the question of 
taking appropriate action against Mls 
Ramkrishan Kulwant Rai is under t h  
consideration of Government. They 
would urge that a decision on this issut: 
should be taken by Government cxpcdi- 
tiously. 

The Committee observe from the infor- 
mation furnished to them that the four 
firms which imported t y m  received the 
following sums from their principals 
abroad. for payment of compensation 
for defective t y m  supplied by them t o  
various parties: 



Nanx of the firm 

I .  MIS. Ram Krishan Kul- 
want Rni 

2 .  MIS. Gcneral Industrial 
Store Supplying Co. 

3. h1:s. Khcma 8; Co. 
1. hl , s .  Consolidated Equip- 

ment Co. 
.- ----- - - 

Amount 
(in lakhs of 

Rs.) 

Whik thrw of these firms have agrwd to , 
pay comp'nsation and arc 111 the pro- 
cc\\ of scttling claims on this account. 
M;s. Ran1 Krishan Kulwant Rai has 
not agrc~il to pay any compcnsotlon on 
thc plea that chinis are time-barr~ul. " 
Thc Comniittcc consider this attitude 
ctncthical a@ uould like Govcrnnwnt lo 
consitler what action could hc talrcri 
;rgainst the firm in this rcg~rd. The 
Committee would also likc the hpart- 
mcnt of Supply and Stntc Tradiug 
Corporation to cnsurc that pcnding 
conqxnsation claims are cxpcditinudy 
wt~lcd hy thc other threc firms. 

Com~ncrcc Thc Can~mittee liiivc earlier in this Report - --- drawn attention to the ncccssily to 
Dcptc. of Suppi! cnsurc that imports arranged by the 

Starc Trading Corporation through 
thcir business aswciatcs arc of' thc 
rpcific qualit). Thc expericncc in thi\ 
caw suggests I hat i t  might he ncccsary 
I;w the Corpi)ration to e \ t h c  sonic 
itrrangcmcnts to cnsurc that whcrc in)- 
f\Orts arranged hy thcir busincs asso- 
clatcq turn out to hc sub-~tandard. the 
i~ctual users arc atlequntely compensated. 

~ -. . . . 
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