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INTRODUCTION 
I, the Chairman of the Public Accounts Comrmttcr. as authoriscd by 

the Cormnittec. do present on their behalf this 64th Rcpart on tho Action 
T a b  by Gowrnmmt on the rocommendations of thc Public Accounts 
Cormmittct contained in their Sixty Eighth Report (Third Lok Sabha) on the 
Appmprbtion Accounts (Civil) 196465, Fmancr: Accounts 1964.65 and 
Audit Re rt (Civil) 1966, rtlating to the Ministries of Finance, Health and 
Family R anning. Information and Broadcasting, Iron and Stoel and 
Supply, Technical Dewlopment and Materials Planning ctc. 

2. On 12th June, IW, an "Action Takcn" SubConmittec was a p  
pointed to mtinise  the nplfcs received from Government in pursuance 
of tbc mommendations made by the Commit= in their carlter Reports. 
The Snb-Commincc wns constituted with following Mcmbcts : 

1. Shri D. K. Kuntc-Convmer 
2. Shri C. K. Bhattacharyya 
3. Shri K. K. Nayar 
4. Shri Narendra Kumr Salvc 
5. Shrimati Tarkeshwari Sinha 
6. Shri N. R. M. Swamy. 

3. The draft Report was consickred and adopted by the Sub- 
Committee at their sitting held on 22nd April 1969 and finally adopted by 
t h  Public Accounts Committee on 28-4-69. 

4. For facility of rtference thc main conciusions/reco~ndationa 
of the Committee have been printed in thick typo in the body of the Report. 
A statement showing the summary of the mam rrwmmendations/observa- 
tions of the Committee is appended to the Report (Appendix I). 

5. The Committee p l m  on m o d  their appreciation of the &at- 
ance rendercd to them in this matter by the Comptroller and Auditor General 
of India. 

M. R. MASAN, 
Chairman, 

Public Accounts Committee. 
Nsw DELHI ; 

April 28, 19691 Ebisakho 8, 1891(S). 



cto., which oPas pra- 

1.2. Out of 85 ncommndations contained in thc? Report, action 
taken notes have txen rcceivd in respect of 80 rec~mmcndations. A state 
mcnt showing the recommcndations in rcspwt of which replica arc still 
outstanding is given in Appendix I. 

1.3. The action taken notes on the recommendations of thc Corn 
mittce have bccn categorized undcr the iollowing heads :- 

(i) Reconuno~dations~observations that Iraw beer~ accepted by 
Goverrwnent : 
S.  Nos. 6, 9, 10, 14, 15, 17, 18, 20, 21, 23, 25, 26 (2.49, 27, 
28, 29, 30, 33, 42,43, 49 4.23, 51, 54 (4 54), 55, 56, 63, 65, 
66, 72, 73, 74, 75, 76, 77, \ 8, 79, 81 and 84. 

( i i )  Recommendations/obser~~ationr which the Committee do not 
desire to pursue in view of the replies of Government : 
S .  Nos. 8, 11, 15 (2 -16). 16, 24, 35, 36, 39, 47, 49 (4.22), 52 
(4 -39 and 4 .a), 53, 54, 58 (4 -79 and 4 .SO), 60 (4.103), 61, 
64, 69, 80 (5 -42 and 5 -43). 82, 83 and 85. 

(iii) ~comn~e~~dationslobservations replies to which have not been 
accepted by the Committee and which required reiteration: 
S.  NOS. 3, 19, 26 (2.50), 37, 40, 44, 48, 49 (4.21), 50 (4.25, 
4.26 and 4-27). 

(iv) R c c o m ~ t i o ~ o b s m a t i o n r  in respect of which Qovenvnenf 
have furnished interh replies : 
S. Nos. 13, 22, 31, 32, 34, 41, 45, 52 (4.41), 54 (4 45), 57, 59 
and 62. 

1.5. The Committee have already dcalt with action taken on the 
mccmmcndations contained in S. Nos. 1, 2, 4, 5, 7 and 12 in their 55th 
Report (Fourth Lok Sabha) relating to Finance Accounts and S. No. 60 
(Pam 4 -104) in their 35th Report (Fourth Lok Sabha). 

1.6. The Committee will now deal with action taken on som.: of the 
recommendations. 



Fixation o limits on borrowing powers of Gowmwtt by Pariimncnt-- 
Paragraph 2, C 3 (S. No. 3) of 52nd Rr;port a d  1, 15 (S. No. 3) of 68th 
Rcport (nrird Lok Sabha). 

1.7. In paragraph 2.1 3 of 52nd Report and 1 -15 of 68th Report 
(Third Lok Sabha), the Public Accounts Colnmittec hd reitcrated an earlier 
recanmndation that a practical trial should bc given to the healthy prin- 
cipb enunciawd in Article 292 of the Constitution regarding fination of limits 
by Fsrliamnt on public borrowings. 

The Committee M ma& the following observations : 
"The Sub-Committec find it difkdt  to apptrciate the stand 

taken by Government on this imuc. In view of the provisions 
wntaincd in Article 292 of the Constitution and thc fact that such 
statutory limits do exist in other countries and that the debt 
of the Govcrnmcnt of India has been steadily increasing, tbc 
Committee would like to rcitcratc their carlier recommendations 
on this subject." 

(Paragraph 2 ~ 1 3  of thc 
52nd Rcprt) 

"The Committee dcsirc that the Government should take an carly 
decision an the Committee's rccomndations suggesting that 
a practical trial should be given to thc healthy principle enunciated 
in Article 292 of the Constitution regarding fixation of a limit by 
Parliament on public borrowings." 

(Paragraph 1 a 1 5  of thc 
68th Repon) 

1.8. In n memorandum dated the 28th June, 1967, the Ministry of 
Finance (Dcpanmnt of Economic Affairs) stated : 

"The rcasons for which the Government of India found it di&ult to 
accept the recommendation of the Public Accounts Committee 
in the matter of fixing limits on the borrowing powers of Govern- 
ment wren explained in thc two memoranda submitted to the Corn- 
mittec earlier, once in December, 1964 and again in January, 
1966. Thcse are, however, briefly recounted below : 

(I) The constiNtiona1 provision regardiing Government's bor- 
rowings is permissive and not mandatory (Article B2). 

(ii) Broad limits of the net borrowings proposed over a Plan 
period through domestic market loans, from Reserve Bank, 
and through budgutary receipts companding to external 
assistance are generally indicated in the Plan documnts. 

(iii) The borrowings proposed during the ensuing f i n a n d  year 
by various categories arc shown distinctly in the Wgpt 
presented to Parliament. The b d s t  documents, of course 
do not indica~e the timing as well as the terms and aonditiolts 
of the proposed borrowings nor would it be possible to 
do so-even if there is to be any statutory provision in regard 
tolimitsetc. 



(tv) Pa&y~t has ruqpt *opportunity to dimm t.h~ propoecd 
by Oovernnrmt (a) over a pbn period and 

s u r i n g  the ear- financial yew when it diulu, the 
Plan and the annual Budget. Mmowr,  in the dtipte 
analysis Oovernnrent's borrowings fmm all mums are 
limited by the supply tcd by Parliament, the require- 
mcnts for which cannot raixd thmugh sources lib Rcvenw 
etc. 

r 
(v) Limits on bornwings from Rescrvt, Bank prcsent a special 

problem. Thcse vary not only from year to year but e m  
from time to time during n year itmlf, according to circumst- 
ances, nwds and othcr cansidcratiom. It is only the net 
borrowing over a year which is of significance but any enact- 
ment in regard to limits would have to be with reference 
to the maximum amount of borrowing at any time and not 
thc net over the year and this would be misleading. 

(vi) Limits on external borrowings would be even more difficult. 
The extent of such borrowings depends on the prevailin 
circumstances and involves patient ncgotiations. It woul d 
not be desirable or even practicable to put limits on such 
borrowing having rcgard to the factors which affect external 
assistance. 

(vii) If borrowings from Reserve Bank and foreign loans arc left 
out, any legislative approval for the residuary borrowings will 
have little significances. 

(viii) If notwithstanding the fore oing considerations statutory 
limits are thought necessary, t t ese would have to be suficiently 
wide so that the need for frequent amendments to the statute 
does not arise. On the other hand, such wide lirnits- 
which are by and large already set by the Plan documents 
and the annual Bud et.s--will serve no practical purpose. 
Statutory limits w o u d  therefore. confer no advantage but 
on the othcr hand, hamper the flexibility which is now 
available. 

3. The recommendation made by the Public Accounts Committee 
in Para 2-13 of their Fifty-second Report has been carchlly considered. 
Government's orders have also been obtaincd keeping in vicw the rccam- 
mendation on Para 2-52 of the same Report. The reasons for which the 
Committee have reiterated their earlier rcccmmendation are considered 
btlow : 

( i )  The position regarding Article 292 of the Constitution has beca 
explained in the earlier paragraph. 

(if) The position regarding statutory limits on Government's 
borrowings in other countries has been explained in the Memo- 
randum submitted to the Committee in December, 1964. In 
particular, it might be stated that in the United KinNom 

.the National Loans Act, 1939 and the Annual Consolidated 
Fund and Appropriation Acts empower the Treasury to rsjsg 
any money required for meeting the supply which has been 
granted and in addition a sum not exceeding f350 million 



b&b the taoney rcquind for the t o p a p t  of mmnriw 
securities of any treasury bib or waym and m a n s  pdvurcs. 
In addition, the annual Apprapr'rtion Acts rb give stattltw 
authority to  borrow temporarily for meting the a EEwt- voted by Parliament. Further, thc Tnamry rasy ow with- 
out any spcci&d limit for p r p o ~ e c  connected with tbe 
country's foreign exchange position, such 8s the provirion of 
additional Sterling capital in thc Exchaw ul)lisatlon "P, Account and the maintenance of the valuc of t e United 
Kingdom's s u k i p t i o n  to  T.M.F. and the I.B.RD. Thtsc 
Provisions in cffrct mean that thc limits on Gavernmnt's 
bwrowings in U.K. are vcry wide. 

(ill) Regarding the increasinp debt of Government, it may he stated 
that Government bonowp both internally snd externally to 
meet the requirements of invcstmenl for purpose of dcvclop 
ment as cnviuagcd in the Fivc Year Plans. Recourw is taken 
to internal borrowings not only ss  an alternative but as a 
supplcmcnt to taxation. Similarly, extcrnnl borrowings are 
made in order to finance the imports necessary for develop 
ment. which a n n o t  be mct out of cxpr t  earnings, and they 
anno t  bc discontinucd t i l l  the countrv's crpnrl potentin1 is 
built up with such a4ctancc. The increosinpdebt of theGovern- 
ment should not, thcrcforc, be i1 consideration for imps- 
ing a statutory limit on borrowingr-at any rate at this stage of 
the country's development. In nny cnse, the requiremnta 
in this rcgnrd con~iztent with c.xpcctotions sre alrcody sct 
out in the Man documents which (including the strategy of 
development through internnl snvinp and rxtcrnnl borrowinp 
of the order indicatcd) Pnrliomrnt has full opportunity to  
consider-taking account on the one hand' the increasing 
burden of repayment nnd on the other hand the consequences 
of doing without the whole or part of the foreign nssistnnw 
available. 

Tnthecircurnstances,C3ovcrnmcnt continue to be of the view 
that no rca1 advantage will be secured by prescribing statutory 
limits on Government's borrowings and that such limits, 
if imposed, would not only not result in greater control but 
might on the other hand hamper the flexibility now available..' 

1.9. During cvidcncc before the Committee in July, 1968, the Special 
Sacratary (Jkonomic Affairs) stated, that a11 the expenditure was voted 
by Parliament. Further, at the time of precentation of the Budget. Govern- 
ment gave an idea of the extent of the debt they would incur under various 
heads during the course of the year. So, this was also broadly approved 
by Parliament. True, there were variations from the figures indicated 
at the time of the presentation of the budget. But these were due to  some 
paculiar factors in the case of this country. Firstly, the dependence on 
foreign assistance in recent years was quite large. The actual realisation 
of foraign aid and the consequential budgetary resources accruing there- 
from were more variable in the case of this country than in the qtse of any 
other country. This affected not merely the foreign debts but also the rupee 
debts. Secondly, the Central Government in this country were "involvtd 
in the financial affairs of the States to a very large-extent!' Thirdly, a 



Q and yltt not wdk&M&d public sector impin cd an the Central 
@ .in 8 very big way'. The variations in the case o ! thhr country mre 

mt onl). l a m  but also more diSmh to prtdid. In circumtanccs such as 
t b c ,  he added, "If we havc to wmt t~ p u  asking for a cciting, thrq m: 
will be tcmptcd to ask for 8 very large a ilirg in which c ~ s c  the putpO& 
that pa hrvr in nrind will mt be eertrrd. And if ycu do not srncfian a 
hp ceitinh then I am afraid we will bc f m ~ d  to a sitwticn whrm every 
two modths or so we will be coming to you, creating more dMkulty." 

1-10. The Special Secretary rddcd that it was true that certain cam- 
tries, such as the U.K. did have a statutory limit on borrowing-hibk 
or large. But the conditions in these ccuntrics Wcrr vrry differrrcni f1-n 
those prevailing in this country. Taking all these factcrs into account, 
Chvernment, who considerid the matter at thr hjghtrl Icvcl, camc to the 
mnclusion that laying of precise ceilings, rpart frcm invclvin Govcrn- 

had in mind. 
E merit continually in budgeting would not sclvt the purprc the cmmittcl: 

1.1 1. Tbe Committee have cuefully conuldered the nrpentr  put 
fonrpd by Government for not accepting their repeated suggestion thrt 8 
prctical trial sbould be given to the healfby principle enunciated in Art& 
292 of the Comttitution for &ring a limit by Parliament on Publlc borrow- 
ings. Tbe country Is now committed to planning on a 0vc-year basis. This 
mumswily presupposes a Icng-term rsscaament of retoorcea needed for devc- 
lopmcgtrl effort and the extent to which such resoarcs should bt raised through 
adWnal taxrtioa, borrowing and deficit financing. I t  sbonld, therefort, bt 
possible to work oat with r ressonnble degree of approximation a workable 
limit on borrowinp for urpose of locorporation in a statute as contemphted 
in Article 292 of the 8 onstftotion. The Committee would like Corormnent 
to recoa~lder tbth podtion in tbc light of the forepolng consideratiom. 

1.12. While dealing wirh the grants to Bhor~t  S C W R ~  Snmrj for 
Family Ranning Orienfation Gmps given by the Ministry of Health and 
Family Planning, thc Cornmittre (1%6-67) drsircd to know the percenlage 
of overhead expc nditure allcwcd to voluntaty nrganisatims (other than 
Bbarat Sewak Ssmrj) for holding thew cpmps. The information was 
furnish& by the Mmistry in a note. The Public A m u n t s  Onunittee: 
(1966-67) observed in this connection in  paragraph 2-28 of their 68th 
Report as under :- 

"2.28. In the note (Appendix VII) furnished at the instance of the 
Committee, it is stated that "No percentage of overhead ex- 
penditure was prescribed while sa~ctioning grants to voluntary 
organisations other than Bharat St wsk Samsj." The Chmmittce 
are surprised to note this. They do not understand why, when 
it was decided that the overhead charge, should not exceed 
5 per cent to 7 per cent of the gross expenditure in tho case 
Bharat Sewak Samaj, "it has not been made applicable in all 0th 
cases." 

1.13. I n  a note dated 12-12-68, the Ministry of Health and Family 
Planning (intheir action taken note) havc stated as follows : 

"It is no doubt true that while conveying orders to the Bbarat Sepak 
Samaj in June, 1964 that the supervisory charges th0t.M not 



exceed 5 to 7 per cent, similar instructions to cover other o r e  
nisations were not issued as there is netd to maintain elasticity 
in this respect to suit the valying conditions of optrations of 
other organisations." 

1.14. Tbe Committee note tbat Government h*e not prescribtd m y  
c a n @  for regulating supervisory charges of organisations to be defiaytd by 
grW~-in-aid given to them. In order to ensure tbat the grants g k n  to volun- 
tPrg o q p i s t i o n  are purp~~efully used, the Cmmittte would suggc~t that 
rpblle smctionlng large grants Government should specify appi c p i  iat c c e P  
hgs for eqenditme on administration a ~ d  supe~vitoiy cba~gts to LC l r t t  oat 
of m i n - a i d .  

MINISTRY OF FAMILY PLANNING 
Family Piunning Orientation Camps-Paragraphs 2.28, 2.49-2- 50 (S. Nos. 
19 and 26). 

1-15. The Committee made the follcwing obselvations rcgardinp 
grants given by the Ministry of Health and Frmily P l a r ~ i r g  to wricus pri- 
vate organisations for holding Family Planning 01 ientation Cr mps in 
various States : 

"The Committee are of the view that the prectice of sarcticning a 
grant for a financial year and then all~win txtensicn c f  time B to spend the amount in the next ycrr shoul nrt be resottcd to 
and only so much of the grant should be paid during any fnan- 
cia1 year as is likely to be expended during the year. 

The Committee would like to be infolmed of the number of Fsmily 
Planning Orientation Camps htld in various S m t s  by d i f f t ~ n t  
voluntary Organisations during the last thrtc ycars. Thc Ccm- 
mittee are also of the opinion that it is desirable to have pelicdi- 
cal reports from the State Authorities about the effect of sucb 
camps being held ." 

1.16. In their reply dated 12=12=68, the Ministry of Heahh, 
Family Planning and Urban Development (Department of Family Planning) 
have stated :- 

"The Committee's view in this regard has been noted and necessary 
action is being taken accordingly as far as possible, Each caw is 
being decided on its facts and merits. 

The required information is given in the attached Appendix. The 
: views of the Committee regarding periodical reports have been 

noted." 
The statement referred to above indicate the following position in 

re@ to the number of camps sanctioned and the Number held :- 



1.17. From the stntement fronrisbed by the Dqmtmed of F8mCb 
Plandng, the Committee note that the.oamber of F a d y  Phahg 0rkat.- 
tsonclMps ~ ~ r n r i o a s ~ ~ p n t u y  mwi=?j-to-lprsEs 
were given hrrs eoadstently f.Uer short of tbe targets. As .mifllt 8 $.ILCfbIl 
ot 1240 camps In 196465, 923 in 196566 ind 1455 in 196647, the munbes 
of cugps actmlly orgdsed were 1094; 788 and 1101 respeethely. TbSs 
mgpsts that a substantial portion of the grants given to these o r g d d m s  
remained motilised d d q  these yeam. Tbe Committee w d  like -em- 
ment toaeep track of tbe performance of tbese orgIuaisrtions rrftb a view 
to ensuring that funds released to tbem are purposefuIIy a d  efkdvely atilhd 
in furtherance of the Scheme. 
Recovery of Organisational expenses from the Joint Plant Committee-Para- 
graph 3.7  (S. No. 37). 

1.18. With the abolition of control on the price and distribution of 
a major number of steel items with effect from 1st March, 1964, the Joint 
Plant Committce was set up to look after the work of planning, production 
and distribution of steel. The Joint Plant Committee started functioning 
with effect from 1st August, 1964. The work relating to planning 4 indents 
in the meantime continued to be handled by the Organisation of the Iron 
and Steel Controller. The Joint Plant Committee is being financed 
from a levy of Rs. 1 per tonne on the main producers of steel on all dis- 
patches of both controlled and decontrolled categories of primc quality 
steel. The Committee made the following observation in para 3 .7  : 

''Since the recovery at the rate of rupee one per tonne had been made 
by the main producers during the period March, 1964 to August, 
1964 and the same has been passed on to the Joint Plant Commit- 
tee for its organisational expenses, the Committee feel that a re- 
covery should be made from the Joint Plant Committee for the 
expenditure incurred on the establishment of the Iron and Steel 
Controller doing thc work of the Joint Plant Committee during 
the period March, 1964 to July, 1%4." 
1.19. It their reply dated 18th January, 1969, the Department of 

Iron and Steel have stated : 
"In may be mentioned that Joint Plant Committee started function- 

ing with effect from 1st March, 1964. To start with they took 
up the work relating to fixation of prices of decontrolled categories 
of steel, administration of freight Equalisation fund etc. The 
work relating to the planning of the indents has in the nature of 
things to be continued by the Iron and Steel Controller for some- 
time till Joint Plant Committee established itself with the full 
complement of staff. As soon as the Joint Plant Committce 
established itself more fully and had the necessary staff, etc., t o  
deal with the work relating to planning of indents, the work, 
was transferred to this Organisation in the circumstances there 
does not appear to be any justification for levying any char@ 
on the Joint Plant Committee on account of the planning work 
done by the Iron and Steel Control during the intervening period 
which was essentially a transitional phase." 

1.20. Audit have made the following obsenrations of the Ministry's 
reply : . 

"The Joint Plant Committee was set up to look afier the work of plann- 
ing, production and distribution of steel with eff- from 1-3-1964 



and for this purpose Re. 1 per tonne was levied with effect. from 
despatohes of both contrailed and decontrolled c a t e p m s  of 
prime quality sttcl. From the Ministry's reply it would be 0b- 
served that the lron and Steel Controller continued for somt- 
time to do the planning as the Joint Plant Committee had dot 
had the full complement of staff. When Re. 1 per tonne has been 
collected on all despatches whether of controlled or decontroll- 
ed categories of prime quality steel, legitimately the expenditure 
incumd by the lron and Steel Controller during the 'interven- 
ing period on planning should have been recovered from the Joint 
Plant Commit tee." 

1.21. The Committee are not satisfied with the reply of the Govern- 
ment. A levy at the rate of Re. 1 per ton was made on main prodncers from 
1st Marcb, 1964, onwards to &fray tbe organisational expemes of the Joint 
P h a t  Committee set up to look after the work of plaming, productjon d d h  
triktion of steel, with tbe abolition with effect from 1st March, 1964 of 
pria cantrol on a major number of Steel items. The Joint Plant Committee, 
bowever, started doing the work of planning only with effect from 1st August, 
1964 and till tben tbe Iron and Steel Controller was discharging tbis item d 
work entmsted to tbc Joint Plant Committee. A recovery for the expedi- 
tare i m t d  by tbe Iron and Steel Controller for doing the work of tbe 
Cormlttct daring the period 1st Mud, 1964-31st July, 1964, wouM W e ,  
naturally to be made from the Joint Plant Committee. 

1.22. Tbe Committee would recommend that this may be done witbout 
f i d m  delay. 
Sundry Debtors-Parugrapiis 3 - 23-3.25 ( S .  No. 40) 

1.23. The Committee had referred to the outstanding due\ against 
'Sundry Debtors' in respect of Iron and Steel Equalisation Fund and made 
the following observations : 

"3.22. From thc notc furnished by the Ministry the Committee 
find that the position of arrears in respect o f  the period upto 
31-12-1965 outstanding against Sundry Debtors as on 304-1966 
was as foliows :- 

Rs. 
(i) Dues from main producers 15.18.41 R .73 

(il)D~fromcontrolkdstockhddm , 1,87,8 18.20 
(W) Dues f r m  r r - r o b  . . . 23.94.21 5 .77 
( i v )  Dues from f i m  Re-Imported Steel 1,11,43.126.53 
(v) Sundry D m  . . . . . 8,301 .53 - 
(Para 3 .22  of Appendix X X I I I  of 68th Rcporr) 
"3.23. The Committee are glad t o  notc that as against the outstand- 

ing of Rs. 787.73 lakhs against sundry debtors on 31-3-1965 
the Ministry had succecdcd in liquidating the arrcav substan- 
tially and on 30-6-1966 a sum of Rs. 152.51 lakl~s only H;LI 
outstanding agaimt the sundry dcb~ors. 



3.24. The Committee, however, find that the progress of the recovery 
of the dues has not been uniform in all the S categories mentioned 
above. While there has been substantial recovery in the case 
of dues from the main producers and re-rollers, sufficient pro- 
gress has not been made in the case of recovery of dues f r o 4  con- 
,rolled stockist and on account of the recovery of surchrgc on 
imported steel from different firms. In the case of recovery 
of surcharge on imported steel, an amount of Rs. 215.90 lakhs, 
was outstanding on 31-3-1965 and on 30th June, 1966 an amount 
of Rs. 11 1.43 lakhs was still outstanding. Similarly in the case 
of dues from controlled stock holders an amount of Rs. 1.88 
lakhs was outstanding on 30th June, 1966 as against Rs. 2.64 
lakhs on 31-3-1965. The Committee desire that vigorous efforts 
should be made to ensure expeditious recovery of all these 
outstandingr. The Committee also desire that in order that the 
arrears do not pile up, a suitable time limit should be fixed for 
submi4sion of the claims by the firms. They would also like 
to reiterate their observation contained in para 6-20 of their 
54th Report (Third Lok Sabha) in this regard. They hope the 
Ministry would take a decision on this case soon. 

3.25. From another statement furnished by the Ministry, the Com- 
mittee find that in some cases the claims and counterclaims 
of the firms and Government pertained to the year as arty 
as 1959-60. This does not indicate a satisfactory state of affairs. 
The Committee desire that suitable steps should be taken by 
the Government to settic these old cases." 

1 .24. In their reply dated 6-12-68, Department of Iron and Steel have 
stated : 

"The date "31-12-1965" as given in the para seems to be a typo- 
graphical error as the outstanding position of arrears a. on 
30-6-1966 indicated in thc Para is in respect of the period upto 
31-3-1965 and not upto 31-12-1965. There has since been some 
further reduction in the outstanding arrears and the position as 
on 30-6-1967 is given below :- 

Position 
as on 

30667 

On l a b )  
Rs. 

(i) Dws from Main Producers . 5 -40 
(ii) Durn from Controlkxl Stockhol~icrs . I -eO 
(Ili) DW from Rorolkn . . 15 -76 
( iv) Iluas from firma mgard~ng ~rnportd Stccl . . 94-23 Z .  
(P) Sudry d m  . Nil. ___ _ _ _  ____ -- - - -  - - - ----- - - - . - - - - 
Thc outstanding of Us. 787-73  l ~ b h s  against Sundry Debtors on 

33-3-1965 wen. reduced to Rs. 152.5 1 lakhs on 304-1966 and the 
same haw 4nc.c. bccn further rrduccd to Rs. 117.19 lnkhs as on 
30-6 1967. 



It has been observed by the Committee that sufficient progress has 
not been made in the case + of recovery of dues from controlled 
stockists and on account of the recovery of surcharge on imported 
steel from different firms. 

As for recovery of dues from controlled stockholders, the amount 
of Rs. 1.87 lakhs outstanding on 30th June, 1966, as mentioned 
in the Para has since been further reduced to Rs. 1-80 lakhs as 
on 304-1967. This mount of Rs. 1.80 lakhs is covered by 
8 cases, out of which one case involving a small amount of Rs. 
8.  I0 is covered by firms' counter claim on revaluation account. 
The present position in regard to the remaining 7 cases is that 
these have either already been referred to the Court or are being 
processed for taking Court action for recovery of the dues. As 
analysis of these cases may be given as under :- 
(i) Two cases involving an amount of Rs. 0.73 lakhs are suh- 

judice in the Court of Law. 
( i i )  One case involving an amount of Rs. 0.30 lakh is with the 

Official Liquidator, Bombay. 
(iii) In respect of three cases involving an amount of Rs. 0.76 

lakhs it has already been decided to institute suits against 
the firms concerned. Out of three cases, in one case Govern- 
ment dues are covered by firm's security deposit to the extent 
of Rs. 25,000. 

(iv) One cast: involving un amount of Rs. 0 -01 lakh has bcen 
referred to Deputy Legal Adviser, Calcutta, for a d v h  in 
the matter of filing a suit against thc firm concerned. 

It would thus appear that in all these cases recovery action has to await 
&cisions by Courtfiquidator. 

Regarding recovery of surcharge on imported steel, the amount of 
Rs. 111 -43 l a b  outstanding on 3041966 as m:ntioned in the 
Para has since been further reduced to Rs. 94-23 lakhs as on 
30-61967. The amount outstanding on account of surcharge is 
largely due to the following factors :- 

(i) Dcficiencia in documxution. 
(ii) Mode md principle of calculation adopted by thc Iron and 

Stocl Control and of the partics arc quite diffmnt and 6s- 
putcs and diffcrcnccs have arisen. 

(UI)  According to the Iron and Steel Controller's books, in most 
of the cases nct sum5 art: duc to thc EQunlisation Fund 
afwr considering parties' counter-claims, whcrcw 
according to the parties it is the Equalisation Fund that has to 
pay money to thcm. 

( i v )  Uaim and counm-claims arising out of imports which 
WCTC not always backed by regular valid w n t m  or thctc 
W L ~  othcr deficiencies. 



The settlement of surcharge claims to a large, extent depend on the 
scttlernent of various parties' claims a p m t  the Govcmmnt and 
on settlement of huge deficiencies in documentation and other 
irregularities. The deficiencies in documents and wantin infor- 
mation, however, are matters over which Iron and Steel &!roll- 
ler has no power to waive. Each case had to be r e f e d  to the 
Ministry of Iron and Steel for a formal waiver of the Govern- 

, ment to be obtained. To avoid this situation, a High Powered 
Committee was formed by the Government on 30th August, 
1965, consisting of the Iron and Steel Controller, Deputy F i -  
cia1 Adviser at Calcutta and Price and Accounts W b e ~  to deal 
with the claims in relation to various imports. Full powers of 
Governmnt have been delegated to this Committee to examine 
and settle the pending cases of payments due to and due from 
Government in connection with the imports, if necessary by ad 
l1m &cision across the table. The powen also include the dis- 
cretion on behalf of the Governmnt to waive &fUciencies and 
discrepancies as well as production of documents, if the Cum- 
mittce are otherwise satisfied regarding \.alidity of the claim. It 
has so far been possible for this Committee to met 43 u m ~ s  and 
give decisions in a large number of cases. The Table 
givcn in Annexure 'A' enclosed shows the p r o p s  so far made 
by High Powered Committee in the settkmtnt of pending cases. 

Apart From finalking the cases through the High Powtznd Co11M[Lhtee, 
steps are also being taken to proctss cases in respcct of certain 
fkm through CourtlArbirration, becaw in all t h e  cases it was 
felt that the disputes and di&nncts were so wide that docision 
takcn by the High P o s e d  Committee wMJd not be PoocpnrMe 
to the parties and uhimately Governmnt would bove to resort 
to ArbitrationlCourt action. for 6 n a W o n  of their cases. Out 
of the amount of Rs. W ~2.3 l a b  aderred to show, aa- amolwt 
of Rs. 53 -07 talrhs p m a k  to hys. Amin Chand PPyadd group 
of firms and MIS J.S. Cohtn and Co., Md cases in relation to thtsc 
firms (in addition to MJs. B. R. Herman & Mohatta against whom 
there wr~ no smstanding dues on s\rrchage account as on 
31 -3-1965) have been decided to be refixd to &bitrotian/Ceurt, 
Accordingly, Iron and Steel Controller has &ready M 
ArbiuationlCourt action against these firms for realisation of 
the amounts due fmm them. 'There is no knowing'haw inti& 
time will be required by Court/Arbiuators in finaliskg and giving 
decision in all these cases 

Incidentally, it may be mentionad that out of Rs. 173 W being thr: 
total amount of surcharge due on imported steel as on XM-1967. 
an amount of Rs. 1 2 - 8 2  lakhs pertains to MJs. Amin Chand 
W *la1 Group of firms, M/s. B. R. Herman & Mohatta and MK I. S. Cohen dr Co.. and the balance amount portaim to other 
parties. As s t a d  earlier, the cases in refation to the above Group 
of firms ham already been deciM to be r e f e d  to Arbitration/ 
Court. Accordingly, in respect of clPims against 12 con- 
of Rs. 43 92 lakhs, papen bx already bben handed o m  to Ihe 
Govcmwnt Solicitor for filing suits against the parties. In 
addition, for claims agninst 7 contracts involving Rs. 30 -74 lakhs 
arbitrators haw akady bocn appointed to scttk the disputes 

hU2LSS,69 2 



in regard to th: amount af surcharge recowraMw. The mt of 
the cases involvmg an amoulnt of ik 40 46  l a b  are in the pro- 
cess of being fiadised for being coslsiderpd for efercnce to arbi- 
t rationycourt. 

Thus all psdbk steps are being taken for recovery of the outstanding 
amomt of sumharp thtotagh High Powend Committee as well 
as &rough Arbitration/<=ourt, The Committee's recommenda- 
tion in this tcspeot for making vigorous efForts to cnsure'expcdi- 
tiow reeowry of all these outstandings hilr been noted. 

As for the Committee's recommendation for fixing a suitable tim 
limit for submission of the claims by the firms and reiteration of 
their observation in this respect as contained in Pan 6 -20 of 
their 54th Repon (3rd Lok Sabha), it may be mentioned that a 
note on the abovc para has since bccn submitted to Lok Sabha 
h t a r i a t  on 25-11-1967 after having been duly vcttcd 
by audit. 

1.27. The Cammitta had reknrd to caslro *te rpPlC OOtedS 
dhlportadst#l b a d n o t b t c n d s d  coGovcmmmcbycbl k.nriring 

tk Eqnpk?a in 1%1 a d  1962. Tbo Coab ZZ-mr-bMoau-pw.*w+: 



kept to themselves what was not really due to them The Com- 
mittee feel that adequate steps/mcasurcs wen not taken to 
ensure that realisations were credited to Government Account 
promptly and the handding agents took advaatage of this." . 

"3.48: Thc Committee also do ilot appreciate the plea taken bv the 
Secretary, Iron and Stcel in evidence that the total outstanding 
according to Ministry was only Rs. 63 -1 5 lakhs and this 

. reptesentcd bawly 2 -8 per cent of the total &ah amounting to 
22-74 crores, The Committee feel that such an attitude is 
more likely to lead to delays in efficti rewvcries. The 
Committee dcsire that vigorous steps sho bc taken to effect 
rccovcrics in this caw." 

3 
3 . 4 9 :  The Cornmittce are furthcr perturbed to note that while ap- 

pointing handling agents the Ministry failad to ensure that the 
agents furnished bank guarantees as r e q u i d  undcr the rules 
and consequently a sum of Rs. 39 -38 lakhs remined uncovcr- 
cd by bank guarantees. The most disturbing aspect of the osc: 
i q  that the Department remained so indi%xe.nt to this qun- 
tion that they even did not know till recentIy that such a t h g  
had happened. The Publii h u n t s  Catmnitlae (I%=) 
in para 6 -16 of their 54th Report (Third Lok Sabha) had 
already expressed their dissatisfaction on similar cases. and 
had impressed upon the urgnCy of s t r a w l k ~ d  the procedure 
prevailing in the office of the Iron and Steel Controller. Tk 
Committee fecl that the present cases should also be referred 
to the Departmental Committee suggest.& in para 6 -18 of 
their 54th Report with a view to exambhg thr ~ a m r s  
leading to the mn-obsenanoe of the pcaaibod Nks and also 
to fix responsibility for ruth lapses." 

1.28. In their reply dated 61M8, tbt Department of Iron and S t d  
h v e  stated : 

"fn terms of the Hnn Contract, the HPndting m o  urcrc 
requimdtomakenmittanceo 9 tbesalc~poocedsacCui. lpricetothe 
3ron and S W  Contmllet, t b  reahation mde d-a ~ c e k  being 
srmivted on ttae folknwing Monday. As re& tbe sapplics at im- 
ported price, the Hadling &ptti wat 'red to redisc landed 
.cou from chc coasi- .td remit ~h CTF. * io thc iron 
and SUM C o m k  within 7 fram thu data of dacrraL.h_ Even 
though Gowstmcnt Handlimg &ma t~ adjust tbcir 
rcmutkration and handling bills against the #at of tbe arutrietls to 
'be remitted to the Govenuacnt, this could not possibly have had 
the result of Handling Asgents keeping to thanantb what was not 
due to them. AAa all, ~ h c  trnmnetorion is  UttQ snW1 amount 
ad compared to the totd mount r c p ~ ~ ~ ~ n r i q y  the cost of the ma- 
terials due to the Government. S i t  the shippingdocvmerns were 
rucciwd in thc Iron & Steel Coarrol and sent ta tlk Hsmdfng Asnrs 
far mn@ngclenmncaaffId despatch, Iron and Steel Control was r t .11~  
awm that m c y  payable to thc Guvrrnmttlt was M hei i  remitted. 
Ar a m r i m  of fua. the question af p ~ y w m  af the msy by the 
Handling Agents was constantly undcr corrcspondencs uith them. 



The main reasons as to why in spite of Government's nttcmpt 
for recovery, the same could not be successfully enforccd were threc- 
fold, as detailed below :- 
( i )  the Bank Guarantees as requircd under the rules were not taken 

for a sum of Rs. 39-48 lakhs as  has already been pointed out b$ 
the Committee in para 3 -49. 

(ii) the actual sale value of the imported steel in many cascs was 
more than the amount for which the Bank Guarantee was taken 
mainly due to the following reasons :- 
(a) Statutory Col. 1 Prices became higher at the time of actual 

supply of the materials to the consignccs, whik thc Bank 
Guarantees were obtaincd at lowcr prices. 

(b) Bank Guarantees werc obtaincd on the basis of priccs for 
net weight. while supplied wcrc actually made on thc basis at' 
gross weight. 

(c) The clement of "Place Extras" in respect of wirc and wire 
products was not taken into account at the time of obta~ning 
Bank Guarantees. 

(4 Where materials of different sizes with difftrcnt Col. t 
prices were invohrcd. the sale price was cstimatcd, in the 
absence of detailed particulars of thc mnteri:tls. on thc basis 
of avenge price. 

(e) Calculations werc made in somc cascs on the basis of Col. t 
price whik supplies wcre madc at laneed cost. 

tiii) Most of these major Handling Agents, who were handling DLF 
imports, were verily the same who wcre importers/handiing'agcnts 
of tenderpuik purchases. A largc number of their sukidy claims 
arising out of such purchascs wcrc still lying outstanding with 
the Iron and Steel Control mainly due to deftcienq in documcn- 
tation. A very largc number of thcm wcrc undcr audit objcc- 
tions for one reason or thc other. In many caws the partics 
when called upon to pay thc D.L.F. dues to the Governmcnt, 
took the stand that sincc their subsidy claims, which wcrc oldrr 
in age, were still lying outstanding with the Iron and Stccl Control, 
they were unable to pay the D.L.F. dues. Thcy rcqucsted that 
their subsidy claims after finalisat ion should be adjurtcd agai nsl 
the D.LF. dues of the Govcrnmcnt. It was- ultimalcly decided 
i n  August, 1962, that the Handling Agcnts might be allowcd 
to  adjust their subsidy claims on account of importcd steel. against 
the sale value Of D.L.F. stecl rcaiiscd from thc consignccs, This 
facility to the Handling Agents was, howcver, withdrawn Iatcr- 
OR. 

The Committee's recommendation that vigorous s t e p  should bc 
taken to effect rccoverics hils been n o t ~ d .  The total cmount still t o  
ho recovered from the Handling Agents is Rs. 89.93 lalihs as  on 
30-6-1967. After taking into consideration the outstandine counter- 
claims of the Handling Agents amounting to Rs. 23-89 lakhs 
and an amount of Rs. 1-18 lakhs creditaMe to them on~account of  
short landing, thc net outstanding amount comes to Rs. 64.86 lakhs. 



As regards the steps taken to effect recoveries, it has bcen decided 
that realisation of Government dues should be made through Arbi- 
trationlcourt Action in relation to MIS. Aminchand Payarelal group 
of firms, MIS. B. R. Herman & Mohatta and MIS. J. S. Cohen & Co. 
'Out of the aforesaid outstanding amount of Rs. 89-93 lakhs, a sum 
of Rs. 67.35 lakhs pertains to the above group of fitms. Tn relation 
to. this sum, arbitrators have already been appointed in 10 cases for 
claims worth Rs. 18-25 lakhs and in 17 cases papers have been handed 
over to the Government Solicitor for filing suits involving an amount 
of Rs. 25.82 Inkhs. Regarding the balance amount of Rs. 22-58 
lakhs due from othcr parties, recovery is being progressively made 
cithcr in cash or by adjustment against their admitted claims. If 
thew prow a bottlcncck in any caw, arbitrationlcourt action will have 
to be taken. 

As regards non-furnishing of Bank Guarantees tor a sum of 
R4. 39.48 lakhs. action has bcen initiated to fix responsibility. The 
csplanations furnished by the various cfficers concerned are currently 
unclcr consideration. The Committee's comments that the Depart- 
ment remained indifferent to the question of a sum of R-. 19.48 
lakhs remaining uncovcrcd by Bank Guarantees and that the Depart- 
ment even did not known till recently that such a thing had happened 
do not wem to be corroborated by facts. As a matter of fact Iron 
& Stccl Control was already aware that a largc sum of D.L.F. dues 
was uncovered by Bank Guarantees because the Shipping documents 
had to hc relensed to the Handling Agents without obtaining Bank 
Guarsntces. It came to the notice of the Ministry in 1962 when Iron 
:~nd Steel Controller came U D  with the request for replarising his 
action through a Government sanction. In so far as the submission 
of these cases to the Departments1 Committee suggested in para 6-18 
of  P.A.C.3 54th Report is concerned. the cases were reported to the 
Committee of Tnquiry (Steel Transactions) set up in pursuance 
of the rccomrncndations contained in the 50th Report of the P.A.C. 
:ind the files wcrc requisitioned by the Committee. Copies of the 
Report submitted by the Committee and the Resolution cmbody- 
ing Government's drcision thereon were placed on the Tables of the 
Lok Sabha and the Rajya Sabha on the 10th May, 1968. In the 
circum~ances, it was felt that therc was no further need to refer this 
case to the Departmental Committee. 
1.29. The Committee of Inquiry (Steel Transactions) which ivter 

rrliu went into this case madc the following obwrvations in para 15.7 of 
their Report : 

This rel;~tcs to thc dclsy in recavcry from handling agents for 
an amount of approximately Rs. 130 l a u s .  As on 30th June, 1967, 
the total amount still to be recovered wrs Rs. 89.93 lakhs. After 
taking into account thc outstanding counter-claims of the Handling 
Agents and the amount creditable to them on account of short landing, 
the net amount comes Qo Rs. 64-86 Inkhs. of which n sum of Rs. 
35.82 lakhs pertains to thc Amin Chand Payarelal Group. Action 
to effect rcwvcrics is k i n g  taken by ArbitrationJCourt action, in  
relatiryr to the Amin Chand P.iyarelnl Group, M/s. Herxnan and 
M3hatta. and MIS. J. S. Cohen and Co. As regards the amount 
duc from the othcr pwties the recovery is being madc p r o g r a i ~ l y  
cithcr in cash or by adjustment against admitted claims. . 



1.30, The Committee note that a sum ef Rs. 89-93 lakbs on account 
of sale proceeds of imported steel was awniting Fecovery from the bodlin% 
agents as on 386-67. The Committee hope that dorb will contidue to 
be r n d e  to effect recareries expeditiously. 

1.3 1. The Committee note that the bulk of the outstaudings (Rs. 67.35 
l a b )  pertained $0 tbe Aminchad Pyarelal Croup of firms, M/s. B. R. 
Hermas and Mjs. J. S. Cohen and Co. and that uMtration proceedidgs have 
been initiated in some cases, while in others, the question of Aling suits is 
unler.-cooeideritioa The Committee would like in this connection to invite 
a reference to tbeir obsewatio~s in paragraph of their Siixtg Eighth Reporf 
(Fhrth Lmk Sabh.). 

1.32. The Committee also desire that action should be talien against 
officers responsible fur failure to obtain Bank Guarantees from Handling. 
Agents. 

Purchaseofboots-ParcngrnpIts4-17. 4.18.4.21. 4.25arrr14-27(S.Kc..s. 4S, 
49 and .SO). 

1.33. In I h m b e r ,  1%2, the Dircctor Gencrul of Supplics and 
Disposals negotiated contracts for the supply of 13-42 l akh  p i r a  of  hoots 
ankle with a large numbcr of small scale prodwers s~:d two I:+rgc scale 
producers of Kanpur, 'A' and 'B'. at a price of Rs. 19.10 pcr pair for svpp1ic.s 
to be completed by December, 1%3. Firms 'A' and 'B' were also illlc\\cd 
excise duty at 10 per cent ad valorem in additiorl to the price of Rs. 19-10 
per pair. Another contract was placed in July. 1963 on film 'A' slier ncpc- 
tiations for supply of 4 Sakli pairs of Rs. 20- 10 per pair plus 10 per ccnt 
excise duty. On the basis of further requirements, contracts l'or 1 .80 I;lkh 
pairs were placed in November. 1963 on small scale p ~ d u c c r s  and for. 
1-50 lakh and 0-35 lakh pairs on firms 'A' and 'B' respectively at Rs. 20.10 
per pair (plus 10 per ccnt excisc. duty in the case o f  films 'A' and 'B'). 111 
ncgntiating these deals no tenders were invited frcm trade on the ground 
that the market was not favourahlc and tender enquiry would rcwlt in highc~ 
rates tender being paid. The Committec nude thc fo1lowi1:g ohxrvatiow 
in paragraphs 4.17.4 .18 ,4+21,4-25 and 4-27 : 

"4.17 : Thc Committec arc not ~ l t ~ s f i ~ d  w~th the p~cccdurc adoptcd 
in placing further orde~s.  It Nab stated tn ovidcrcc 111;it no 

uotations wcre ~nvitcd on thc plca that owing t o  ~mcrgcnc! 
%ere was no time to go through all the formalitlrs. F;s- 
tually thh cla~m is not sustainable ii\ thc f ir \ t  ordcr was 
placed in December, 1962 while thc sccond order \sac p13cLd 
in July, 1963, and thc t h ~ r d  trrdcr in Novembcr 1963 and i n  
between thew. therc was cnoufih tlmc to call fm tender: and 
complclc thc usual f~nnalitie\." 

"4 -  18: The Committee also do not find any jusl~fic;rticv~ for a w d -  
ing the calling of tcnders on thc a a ~ m p t i o n  that thr o t d c ~ \  
being large as compared with the c~lpctcily to supply. thcrr. 
was the chance of the prices gomg up, a, no ctrcck was also 
made to ILCC whethcr thc priccs qubtrd werc rponab le  cv 
they wcrc on thc high side and what wab tlrc morkct trerrd 
at  that time. Al~hough the Swrc t~ry  of the Department 
of Supply and Tcchnial Dcvclopment staicd 111 cvidencc 



that as a result of analysis made the opinion cxprcsscd was 
that thc market did not realty indicate a downward trend, 
the Committee feel that in October, 1963, the market trend 
did show that the price level was going down as was evi- 
dent from the limited tedders invitrd at that time and'yet 
when the orders were placed in November, 1963; this fact 
was completely i ored and the orders were placed at higher 
rates. During t I? e course of evidence when this issue was 
raised the witness stated, "we shall look into the matter. 
Thee  might have bten an error of judgrmcnt. But we shall 
certainly look into the matter so that this sort of thinking 
does not happen in future". The Committee also find that 
this Ministry failed to take advantage of the lower Jxices 
when, on completion of the contract by 9 firms at lower 
rates, the Ministry failed to enquire from them if they could 
supply more. During the course of evidence the witness 
explaining the position stated, "that, as 1 said, we should 
have asked." 
The Committee feel that after the acute state of emergency 
was over the Ministry should have studied the market trend 
thoroughly and ascertained from those who had supplied 
the boots at cheaper rates about their capcity to supply more 
before placing fresh orders at higher rates. In the opinion 
of the Committee this was an obvious failure on the part 
of the Ministry. Thc Committee h o p  that the Department 
would be more careful in placing orden in future in similar 
~ircumstances." 

The Committee k l  tbat the Government faikd to take 
advantage of the prices p i n g  down from October. 1%3. 
onwards, when there was delay in the dclivny of goods on 
the part of some of the parties. The Government should 
have either cancelled the orders. made a risk purchase or 
rc-negotiated the price. but they did wither of these." 

The Committee also find from the statement that in one case 
the AiT was camHd on 26-9-1963 and entire quantity 
repurchased on 12-1 1-1963 at lower rate. T b f o r e ,  it is 
quite ckar that the market trend of price level had actually 
gone down even towards the end of I%?. 

1.34. In their rcply dated the 6th No\cmbcr. 1968, the Department 
of Supply stated : 

"As mentioned r\gatnst serial No. 47, only 14,61,000 pairs could 
be ordered as a result of negotiations hdd in December. 1962. 
About 9 . 0 0 , O  pairs still remained to be purchased. It was neces- 
sary to find athcr sources of supply. I t  has to be appzwhtcd that 
whik the capacity of S. S. 1. Units had been fidly booked, there 
was stRl additional capacity avialable with M '3. X who could make 
supplies at  the rate of 1.00.000 pars per month. Negotiations arm. 
thcrcforc, held with the fitm nt the Icwl of the Ministcr,aod ultimately 



two orders were placed on this firm on 29-7-63 for Rs. 4,00,000 pairs 
at Rs. 20- 10 plus excise duty. 

The position in July, 1963, referred to in the P.A.C.3 recommep- 
dation, therefore, was that S.S.I. units had been completely bookcd 
but about 9 lakh pairs still remained to be covered and the only other 
source of supply available at that time was MIS. X. There was, 
therefore, hardly any occasion to go in for open tender at tbis stagc. 
It may be further mentioned that the supplies from S.S.I. units were 
not forthcoming according to schedule and in some cases, supplics 
had not even started. Against 9,81,000 pairs for which orders werc 
placed on S.S.I. Units in December, 1962, only 2,39,513 pairs were 
delivered up to the end of May, 1963. Five firms had supplied abso- 
lutely nothing. Before placing an order on MIS. X, thc Ministry 
of Defence werc consulted as to whether it was essential to placc a 
contract on this firm in the light of the urgency of the rcquirements. 
That Ministry reiterated that they required supplies at the rate of 
1,75.000 pairs per month and as thc capacity of other source5 was 
not sufficient. there was no option but to award a contract to M/s. 
X. 

As regards the position in Novernbcr, 1963 the requirements of 
boots ankle for the period October, 1963, to April, 1964 was 4,46184 
pairs. Most of the small-scale units still carried large-quantities of 
back-log. The procedure to be adopted for coverage of this quantity 
was examined in the Ministry of Supply in consultation with the Minis- 
try of Finance and it was decided to cover this quantity on small scale 
units and large-scale units at the rate of Rs. 20.10 pcr pair wluch 
had been recently allowed to MIS. X, by negotiations. The reason 
for placement of orders on negotiated basis instead of tenders uas 
that there was marked increase in the price of raw-materials and it 
was considered that there was no possibility of getting lower ratcs 
as  a mul t  of tenders. This was also confirmed by the Director of 
Industries, U.P. Accordingly, orders for 3,65,000 pairs werc placed 
1,50,000 on Mls. X and the rest on small units on the 22nd12Eth No- 
vember, 1963." 

"The statement in para 3 that there was marked increase in thr 
price of raw materials and that it was considered that there was no 
possibility of getting lower rates as a result of tenders has no basis 
as the Dimnor General, Supplies and Disposals did not test the markct 
prices through a tender enquiry. The tender enquiries issued latcr 
did, in faa ,  belie this apprehension and showed that at least since 
Oaober, 1963 onwards there was a downward markct trend : 

Tcodmopenadoa 19-10-1%3 . . Orden placed at mtea from Rs. 
18-99 to Rs. 19-50 per *. 

Tcadtngcnedon4-41964 . . . . Ordm placed at rates ranging 
from R8. 81 a37 to RI. 
18 49, Even Bnn 'A' had 
q d , h  rate of Ra. 18-49 
pa Par. 



"4.18 : As regards the tenders opened in October, 1963, the 
position is that the order p l a d  on MIS. 2. in December, 1962, for 
21,000 pairs at Rs. 19.10 par pair for delivery by Scptembef, 1%3, 
was cancelled and a limited tender enquiry for effecting risk purchase 
was issued. Tenders were opened.on the 19th October, 1963 and the 
prices ranged from Rs. 18.28 to Rs. 22 per pair. 

, The question is whether the tenders opened in October, 1963, 
~eally revealed a lower trend in prices which would have justified 
further purchases being made on the basis of tenders only. In all 
25 tenders were received on this occasion. Out of 19 firms on whom 
orders werc placed in December, 1962, as many as 13 firms quoted 
against this tender. Of these firms one firm quoted Rs. 20 per pair 
and another firm quoted Rs. 19.50 per pair, while all other firms 
quoted Rs. 20- 10 per pair or more. The performance of the firm 
which quoted Rs. 20 per pair had not been found to be satisfactory 
and no further order was placed on them. If  there was any lower 
trcnd in prices, it is reasonable to assume that a1 these firms would 
have quoted lower prices. The fact that, out of these firms? onlv two 
firms quoted slightly lower prices would indicate that no lower trend 
in prices was noticeable. 

Out of 25 firms who tendered, onlp ti firms quoted priczs lower 
than Rs. 20.10 per pair. Of these, three firms were not considered 
satisfactory. and no orders were placcd on them. The combined 
capacity of the remaining five firms was only 20,000 pairs per month. 
I t  will be seen that these were very small firms and that their capacity 
was very limited, and when the demand in hand \\as about 4? 
lakh pairs, the prices quoted by these small firmscould not be regardcui 
as 3n indication of the price trend. 

As regards the qucstio~ of placing further orders on the five firms 
who quoted lower rates in October, 1963, the position is that the c a p -  
city of these firms was actually booked up to March, 1964. The 
question of placing further orders on these firms after their complet- 
ing the contracts supplied did not arise bemuse, when the position 
was reviewed in March, 1964. it was felt that the total demand in hand 
had considerably dwindled and was onlp approximately 3-67 lakh 
pairs and the urgency had also become less. It was, therefore, thought 
fit to go out for tender on an L.T.I. basis with a view to taking ad- 
vantage of the fact that considerable capcity would become idle with 
certam units from April, 1964. onwards." 

''The Department's statement in pard 3 of their reply in regard 
to 8 out of the 25 firms who bad tendered in October, 1963, that the 
prices quoted by them could not be regarded as an indication of the 
pricc trcnd in view of tbe larger demand in hand does not seem to be 
rcnabie 11s no check, as already stated under para 4- 17 abow, was 
mode to see whether the prices earlier quoted werc monablt  or not 
and what the market trend at that time was. The fact that a quantity 
of 65,890 pairs was covered at lower rates from Rs. 18-99 to Rs. 
19-50 per pair as a result of tenders opened on 19-10-63 did go to 



indicate downward market trend. This fact seems to have been 
ignored by the Director General (Supplies and Disposals) while plac- 
ing orders at higher rntes in November, 1963, on nwtjated basis." 

"4.21 : From the position explained against S. No. 48, it will . be seen that. at the earlier stages, it was considered necessary to take 
every possible step to book all the available capacity for the manufac- 
ture of shoes. The lower ofTers which became available in October, 
1963 were also fully utilised. In April, 1964, as soon as thcqosition 
had esscd, it was decided to go in for tenders." 

Audit observation 
''Them seems to be no basis for the Department's statement tbat 

all the available capecity for the manufacture of shoes had been bookcd 
as the Director General, Supplies and Disposals had not ectully 
ascertained from the firms who had supplied boots at cheaper rates 
whether-and, if so, how many pairs they would be able to supply. 
It is in view of this that the Public Accounts Committee have ex- 
pressed the h o p  that the Ministry would be more careful in plac- 
ing orders in future in similar circumstances. The Department 
have not stated categorically in their reply the action they propose 
to take on this recommendaton of the Committee." 

"4.25 : The position regarding the prices thrown up in October. 
1963. has alread y been esplained. 

Audit observation 
AS stated in the Audit para the deljvery periods in rcspecl of ccr- 

tain acceptances of tender were extended in 1964. from December, 
1%3. to March 1964 \vithout securing any reduction in the contract 
prices or levying any liquidated damages. The Dcpartn~ent's reply d i m  
not cover the point raised by the Public Accounts Committee 3s 
to.why purchaser did not take advantage by securing rcductjon in 
prlces if. after conclusion ofthe contracts. the suppliers failcd to 
supply thc stores within the stipulated delivcry periods. particularly 
when there was a fall in thc market prices as stated in the Audit 
observations on Gowrnrncn~', replies pursuant to in Paras 4.17 
and 4.18 abovc. 



1.36. The Committee had also pointed out a case of delay in ins- 
pction and in giving packing instructibns resulting in extension being @en 
to one of the firm. The Committee had made the following observat~ons 
in. this regard in para 4.26 :-- 

"4.26 : They are surprised to 'note ho~ever that extension Cas 
given to Firm 'A' against two different orders due to delay in inspec- 
tior) and delay in giving packing instructions. The Committee desire 
that responsibility for this delay should be firred and prompt action 
taken against the delinquent officws." 
1.37. In their reply dated the 6th November. 1968, the Department 

of Supply stated : 

"The disciplinary aspect is examined and the result will be com- 
municated in due course." 

1.3. The Committee desire that action against the officers responsible 
for the delay in inspection and in giving packing ins&ucbm sbsold be 
expedited. 



CHAPTER I1 

RECOMMENDATIONS~OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendation 

Thc Gmmittee desire that the Ministry of Finance should take ncccs- 
sary steps so that the accruals of assistance from PL-480 fund should be 
utilised properly and espcditiously. As far as possible thc dclny in thc 
finalisation of Agreements for new projects should be minimised. Tlic 
Ministry of Finance should also keep a closer watch on the progress of exc- 
sution of the projects financed from this assistancc. 

IS. No. 6 Para 1-31-Appendix XXlIl to 68th Report-3rd Lok 
Sabha]. 

Action taken 
-4 note elplainin2 the pmition is cnclosed (Annclurc). 

DEPARTMENT OF ECONOhllC AFFAIRS 
SUB. : Public accolmrs conimifree 

Consideration of Audit Report (Civil) 1966 and Appropr~stion 
Accounts (Civil) 1964-65-48111 Report of the P. A. C. 
(Third Lok Sabha) 

The Committee has made the following observations : 

( 1 )  that delay in the finalization of agreements for new pro)ecrs, 
to absorb PL-480 loan and grant funds accruing against 
PL-480 imports. should be minirnised as far as possible 50 that 
this assistance is utilised expeditiously; and 

(2) that these loan and grant funds should be utiliscd properly and 
the Finance Ministry should keep a closer watch on thc progress 
of execution of projects financed from this assistance. 

2. Thc observations at ( I  )above have been noted. However, t hc P.A.C. 
mould be interested to know that after their hearings in December 1966 
when they considered this matter, project agreements for the utilisation of 
a further loan of Rs. 350 crorcs from PL-480 funds were cntcred into with 
the US. authorities in March 1967 and this amount of Rs. 350 mores was 
received from thc US AID in the same month. The position regarding 
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the accrual and utilisation of loan and grant funds as on 31-3-1967 is a s  
under :- 

k u n t  Amount 
ear- n r -  

marked marked 
a8 as 

loan grant 
lo to 

~ o v t .  Gout. 
of of 

India India - m. m. 
mores) mores) 

F u d s  which have accrued on account of the deposits made for 
unpons, till 31-3-67 . . 983 -05 351 .27 

Funds which have been d v e d  from the AID till 31-3-67 . . 878 -85 351 -27. 
Ralana of fund3 remaining to bc received as on 31-3-67 . . 104-10 Nil 

The balance of loan funds (Rs. 104- 20 crores) available as on 31-3-67 
and also a substantial portion of the loan funds which may be generated 
during the current financial year are expected to be drawn and utilised dur- 
Ing the current financial year. Hence ~t can be said that the PL-480 loan 
and pan t  funds will be utilised expeditiously and agreements for p r o M s  
arc concluded with the US AID as soon cis possible after the funds accrue 
to them and become available for disbursement to India. 

3. As regards the obsenations referred to in pan 1(2) above, it may 
be pointed out that administrative procedures concerning projects financed 
from the PL-480 funds arc no different from such procedures in regard to 
any other projects financed from the budget. The projects and programmes 
which are financed from thcsc funds are included in the Demands for Grants 
of the ~ar ious  Ministries of the Government of India and the funds voted 
in those Demands are expended b y  the Ministries concerned. Thus the PL- 
480 loans and grants are spent by :he administrative Ministries through 
their annual budgets and these Ministries keep a watch,.in the normal course. 
on the progress of execution of the projects. So far as the Ministry of 
Finance are concerned, the execution of the projects is rekiewed through the 
F ~ n a n c ~ d  Advisers attached to the Ministries concerned when funds are 
probided through the annual and supplementary budget allocations. The 
observation of the S.A.C. has been noted. 

Thc A.G.C.R. has seen this note. 
A. T. BAMBAFC'ALE 

Joinr Secrcturj. to drc Government of Indrb. 

Thc Committee desire that the matter be pursued and the finanlisation 
of the terms and conditions of repayment of loans given to the Banks in 
Goa which hns bctn dehycd should be expedited. 

(S. No. 9 para 1-42-Appendix XXIII to 68th Report -Third Lot 
Subha). --- 

*IW~UJC; RS. M .')o crorcs set ~ p a n  for meeting toed support cats of US technical 
mistnnix pto~pammc in iadwl. 



Action taken 
Thc terns and conditions of repayment of loans givcn to the Banks 

in Goa, have been finnliwd and necessary ord .-rs issucd, copies of which 
arc enclosed. 

GOVLRNMENT OF INDIA 

3IINISTRY OF FINANCE 
DEPARTMENT OF ECONOMIC AFFAIRS 

New Dclhi, the 8rh Dctvntber, 1967. 

The Custodian. 
Banco Nacional U ltramarino, 
Paajim (Goa). 
Sve. :--Terms and conditions of the loan of Rs. 2.50 crorcs granfcd 

to BNU. 
The Government of India in their letter No. F.4(94)-BC,'62, datcd the 

8th December, 1962 conveyed the sanction of the President of India for 
the grant of a ban of Rs. 3 crores to the !bnco Nacional Ultramarino, for 
mmmg the Yibilitics of the bank in accordance with the provisions of thc 
.@a, Daman and Diu (Banks Reconstruction) Rcgdation, 1962. Tttc 
Custodian, however, withdraw only a sum of Rs. 2-58 mores againa the 
~nctioned amount in twdvc mstairneats between the 26th Dccembcr, 1962 
a d  tbe stb March, 1%3. The total amount of Rs. 2.54 crom thus drawn 
wjfl be consolidated as on the 1st Aprlt, 1963. From out of the loan amount 
of Rs. 2-50 c r m ,  the Custodian has already refunded a stun of Rs. 1 crorc 
on the 29th Decmrbcr, 1964 and the baJancc sum of Rs. 1-50 crores is 
still rrppyable by k n c o  Nacional Ultramarino. 

2. Uadcr Seaion q 2 )  af tbe Goo, Darnan 8nd Diu (Bnnb R c m -  
struaion) Regahtion, I%& Iht Pnsidmt is p b d  to MttDe the f o b i n p  
term9 and conditions governing the repayment of the lwid cansuWrd  
Joan. 

ti) Rrpoymmf: The loan will be for a period of ten years and will 
be rtpayablc in one instalrnent on or before the 1st April, 
1973. 

(ii) Inreruts (a) Thc loan d l  carry interest at 5 % per annwn uimpie 
interest. interest for tba vpto tbc date of c o n s o b o n  
will be pa ble by tbe bank on each instalmtDt drawn from 
ta auc d r m l  cin me dw prrccdiag the due  or -- 
dation olz tin tbe 3 ld  March, 1963. Interest on tbe mnsali- 
dated loan of Rs. 2 8) crorcs win be cakula!td from tbe 1st 
April, 1963 to tbc 28th Dcaznbcr, 1964 end on the 
of Rs. 1-50 crora with effect from the 29th Dcccmber, I W .  

tb) M e r u t  will k p~ynMt . a n d & .  Tbc payrncd of ~ c n f u e  
mrcrcat, alongwith the interest due on the 31st March, 1968, will 
\ 



be payable on that date. interest for the subsequent periods 
will be payable annually Wore the 31st March, each year. 

Yours faithfully, 
a/- 

Under Secrcfarj. to flie Gosernnienf of I&. 

(i) The Accountant General. Maharashtra, Queens Road, Bombay-1 
with reference to this letter No. Loan 1!7/Misc 2706,dated 
7-10-1967. 

( i i )  The Accountant General, Central Revenues, lndraprastha Estates, 
New Dclhi uith reference to para 1 a 4 2  (St. No. 9) of the 68th 
Report of the Public Accounts Committee (Third Lok Sabha). 

Sd!- 
Under Secretary to the G~vmm?wrif of l h .  

ANNEYWRE 
No. F. Z(7)-BC/67 
GO\'ERNMEST OF 1- 

MINISTRY OF FINANCE 
DEPARTMENT OF ECONOMIC AFFAIRS 

The sanction of the Resident of India for the payment af ta 
~ a f ~ ~ . 2 9 5 m t o t b r c C a s t o d i a n , ~ x a E c o n o m i c a & ~ ~ ~  
fng the liabilities of the bank after the Uberation of the be-Porbrgst 6 

was conveyed m the following ktrcrs of this Dqmmcnt, 
(g) First lam oC Ra 1 more in Fyl)-BC&datai 12-1-6t, 
@) Second loan of Rs. 1 cron in F. 4 (95)-BC/62, datd 38.1-63. 
(c) Third loan of Rs. 25 lakhs in F. (95)-BC/62, dated 25.7-a 
(a) Fp~rth lour of Rs. 20 lakhs in F. 4(9S)-BC/62,dated 
(e) Fifth toan of Rs. 50 lam in F. W1)-W64, damj 4464. 



COPY tp I- 
(i) W A w u n w  dewral ;~aharahtra ,  Qtwpa Road, Bw- 

bay4 with refenen= to his letter No. Loap 1/7/Hisj2W, &t$d 
7-10-67. 

(Ii) The Resident Audit Officer ,' Panjim (Ooa) with llefefea~e fo.his 
letter No. RAO/Goa/Loans;5949, dated 9-10-67. 

(i'i) The Finance Secretary to Government, Panjim (Goa). 
( i v )  The Acw~~ntaa t  Gcncral, Central Revenues, ladraprastha Estates, 

New Dclhi-1 ~ x t h  refcrcncc to para 1.42 (SI. No. 9) of the 68th 
Report of the Publrc Accounts Committee (Third Lok Sabha). 

C'tlrlcr Stuctury to rhe Gort. of I d a .  

Recommendation 
The Committee note that from 1962-63 Government are giving loans 

to the Shipping Dccelopmcnt Fund Committee for a period of 15 yean. 
They desire that the Ifinistry should examine whether the earlier loan g i y n  
for an indefin~te pcr~od could not be conwrted into a fresh loan to be pald 
after a fixed period, because the Committee feel that repayment of the amount 
borrowcd at a \pccified date or time 1s the Chief characteristics of a 
loan. 

[S. No. 10 of Appcndis XX111 to their 68th Report-Third Lok 
Sabha]. 

Action taken 
The Ministry of Transport and Shipping haic since issued orders for 

converting all the perpetual loans sanctioned to the Shipping De\dop- 
ment Fund Committee into repayable loans vide their No. 35-MD(6)/67, 
dated 22nd August, 1968 (Copy enclosed). 

MINlSTRY O F  TRANSPORT AND SHIPPING 
(TRANSPORT WING) 

NO. 35-.\10(6);67 
.Yew Dclhi, the 22nd August, 1968. 

To 
The Accountant General, 
Commerce, Works & Miscdtaneous, 
New Delhi. 
S m  :--G:ont of lwJrr to the Shipping Dtvebpnrnf Fund. *, b 

%? 

I 8m Birrerad to d e r  to this Ministry's comtlMsjarti~y Wed in tbr 
m2 L8S/6!L2 



Copy to :- 
( 1 )  The Accountant Cencrnl, 'Maharashtra, Quccns Rcad, Rom- 

bay-1 with rcferencc to 1114 lctter No. Loan J17,Mis12706, dated 
7-10-67. 

(ii) 'Jhc Kc5idcnt Audit O ~ ~ I C L I .  ,. Panjirn (Cioa) u ~ t h  refcrcnce f t '  his 
lctier No.  I< IZOIGo:r L.oan\ 5949, dated '1-10-07. 

( i t ' )  'Jhc I Iruncc S e c ~ c L ~ r j  ( ( 1  (~c~ \c r r :n~cn t ,  P a n j ~ m  (Cioa). 

'1-112 C ( ' i i ~ i ~ I i ; i i . r :  ilioii. that I'ro~n 1'!62-6.; C o \ c i . n ~ ~ ~ i n t  ;ire g ; \ ; ~ l g  i ~ a ~ i ,  
10 tlrc S t l i ~ i ~ p i ~ \ ~  I)c\c~li~pn?cnt I ~ i n d  C ~in:lnlitcc 1Lr ,t p r i e d  0: 15 >car.  . 
1 '1~-y dc\irc t!xit ! ! . :c  \ i ~ n i : ~ ~ r >  ~Iio~ilJ C \ ~ I I I I I ~ I C  \ \ h c t h ~ , ~ -  tiic czr11cr lean g i ~ ~ t l  
for  :in ~nd.di : . i !~~,  p:rtoJ C O L : ~ ~  110t !X c e j ~ , ~ ~ , r i d  , I - ILU :I i ~ d ~    an l v  pm~! 
iiftcr :l fixed pcricd. tvC,~usc t h c  ('ornrnl~ttr: icci t);:lt repayment of tlic iijr?.idi:: 
Imrroncd .!I 'I . - ! > ~ ~ , ~ t l . d  il.::c 01- J ,  :i!c L'hic! ch;;r : ictcris~i~~ .: 
loan. 

Action taken 

1 am d~rcctcd to refer lo  this Ministq's communicatio?s noted in the 
M32 LSS.69-2 



margirl on the subject noted above and to say that the President is pleased 
Min. of Transport Letter Nos. to decide that the loans aggregat- 
1. 33-MD(222)/58 dt. 17-3-59 ing Rs. 18, 98,06,000/- (Rupees 
2. 33-MD(a9)/59 dt. 29-1-60 eighteen Crores ninety eight lakhs 
3. 33-MD(83)/60 dt. 12-10-60 and six thousand only) sanctioned 
4. 33-MD(83)/60 dt. 17-3-61 therein to the Shipping Deve 
5. 33-MD(22)/62 dt. 6-3-62 lopment Fund will be repayable 

in the following manner r-  

Year of repayment Amount 
(In lakhs) 

Rs. 
1981-82 . . . . . .  . 605.91 
1982-83 . . . . . 592.15 
1983-84 . 700.00 

TOTAL . . . 1,898 -06 
-- - -  - 

The loans will be repayable on the respective anniversary dates of 
drawal of the loans. 

The rate of interest of 4+% per annum indicated therein will however, 
remain unchanged. 

Yours faithfully, 
Sdj- 

M. K. BHATE., 
Under Secretarj* to rhe Government of India. 

Copy forwarded to : 
1. The Ministry of Finance (TAP). The letter hns been issued 

with their concurrence vide their U. 0. No. 4574fT.F.S./68 dt. 
1 3-8-68. 

2. The Director General of Shipping, Commerce House, Ballard 
Estate, Bombay. 

3. The Director of Commercial Audit, New Delhi. 
4. The Secretary, Shipping Development Fund Committee, 

New Delhi. 
5. Ministry of Finance (Budget Division), New Delhi. 

Sd,'- 
Undcr Secretar)* to the Gowrrtntent of India. 

From the evidence given and from the documents submitted to the 
Committee, it appear% that no assessment of the capabilities of the Samaj 
was made for holding these camps for motivation purposes before the 
grants were sanctioned for the fint time in 1962-63. The Committee feel 



tbat before sanctioning grants t o  private bcdits fcr n tw  sctcn.cs, the con- 
cerned Ministry should ascertain about the standing, capacity, resources 
etc. of the body to  undertake the task. 

No. 14, para 2.11-Appendix XXllI to CEth R c ~ o r t  ('Third Lck 

Ttk remarks of thc P.A.C. have been notcd. It is, h~weve r  stated 
that the Model Rules for grarts to voluntary organisaticrs 2r.d lccal bodies 
for Family Planning progranrne p r c~a rcd  and cilculattd by the Union 
Deptt. of F. P. vide their letter No. 5-16/66-P. & E. dated 29-1C-1966 pro- 
vide the conditions of eligibility for assistance which. inter alio, include 
satisfacticn with regard to the standing, capacity acd rescurccs of the 
voluntary organisaticn to  undertake thc specified task. 

The Committee find frcm the statements (Appendix VI) that during the 
years 1962-63 and 1963-64 as well as in 1964-65, there is a p e a t  differcna 
bc lac c n ~ h c  : mc I nt askc d for b j  Szmaj for holdir g F2miiy Planning Orien- 
t r t i c ~  C: m p  ; r d  thc rmount senct~oncd by thf Deptt. of Health and Family 
F1trr ; rp.  C ~ r ~ r p  1962-63 zrd 196344 :mount saccticnc d was ivcn less 
t f r n  I 5  0/, of tbc ZrncLnr zc!wIIj alkc d fcr. This sicms t o  icdicate tba$ 
t h  S l n a j  1:d kc c n asking fcr rmtunts  on the basis of unrtaEstic a p p m  
cj;tlcn ~f 1 h  ir c w n  c ~ p ~ c i t y  Prd c~pability to  ho!d t k s e  c2mps. Lo tba 
cpinicn of 1k.c Ccnnutt tc ,  this furthtr Folnts to the nccd of making an 
assc s!mc nt of thc czpacitj to ~ r d c  rtakc a particular schime by any or* 
nisation bcforc giving grant-in-aid. 

IS. No. 15, para 2.15, Appndix XXlII to  68th Rcport (Third Lok 
Sabha)]. 

The Dcpartmtnt cxirciwd its Gwn j c d ~  mcnt in gi\irg grpnts on 
c c ~ s c r ~ a t i ~ c  i r d  mc.rc rcalist;~ Pasis 11s-c-1;s the rcqucst of Bharat Scaak 
$i m2J. Thc nit dt 1 rults f r z m d  in 1966 which havt kc n nfc m d  toagainst 
S. Ko. 1 haw taken this point into con5idtration alrrcdy. 

Recommendat ion 
In thc notc furnish< d at the instancc of thi. Ccmmittce (Appendix VI) 

it has b ~ c  n stated thai all thc 183 crmps conductc d by the Bharat Sc wak 
S ;  maj in 1902-63 wire hc Id in Rural A n  as and t hc rc was no  cvr r- lapping 
of activitic s ~ i t h  a n y  0th r rlgc rcy  in thc c: mps orgsnisld by them. But 
thi Ccmmittt,c 11 arn frcm thc not( s sutmittc d r orlie r by the Ministry that 
th P ~ m e j  in t hi ir Gun ccmmunicat ion to thc He 81th Ministry (App  n h )  
proposc d to  Iccatc r hcsc: ci7mps at Blc ck Hi adquartt rs and Urban Slums, 
This isdicatcs, thcn forc, that thc Si maj did not follow rhcir own proposal 
sutmittcd to tht Ministry of health Originally fcr to!ding thislr camps 
at particuli~r 1ccatic.n~. Thc Ccmmitrcc fail to  undtrstand as to 
why Urban SIi m Art a s  t scap  d the attt ntion of thc SL maj whik holding 
c?mps in olhir anas.  

(S. N& 14, para 2.12. Apptndix XXIII ti1 68th Rrpon (Third Loh 
Sa bha)]. 



3ne of the conditions to  b~ f W 2 d  by thz S a m ~ j  bb:forc asking for 
grlats for these camps was that, 'subs :qu Xnt grant will d :p:nd on rzcommn- 
dations received from the Admmistrativz M d i d  Of%c:rs' The intdntion of 
Ibis provision %:ems to  b? that th ? State Family Planning ORicim wouki r m -  
ma:nd these camps after making an ind:p:nd:nt assmm :nt of the rssllfts 
adricvzd by thzse camps. But from th: copi s of rxomm ndations (App :n& 
a) rwivcd from various Statcs it is appsrmt that t h :s: rwomm :ndations 
-4 issued on r :c :ipt of rzcfu..sts from t h 2 Samzj for holding th ts: camp3 In 
a routine way without assming th : impact of carlicr camps and th :ir achicw- 
mmts. The Cornmittcc, th  :r:for?, d :sir: that th: Ministry should d:- 
vise a system wh rcby whil: rxomm-ttding th: cas: of an organisation 
for holding Family Planning Orintation Camps, an ass :ssm n t  of thz 
utilisation of zar1i:r grants, th: impact of th: camp h:ld in  tile pr,.vious 
year, tha shortcoming etc. should also b: brought out by th: Officxs con- 
. v d .  
. IS. No. 17, Para 2.21, App-ndix to 68th Report (Third Lok Sabha)]. 

Action taken 
. Th: sugg:stions of th: P A C .  hav: b x n  not:d. Th: pi:s:nt pssit- 
ion is that no grant is giv-n unl .sc th: past p:rforminc: is a s s x x l  and found 
to  b: satisfactory. Tn: grant giving authority has b:en dx:ntralisd to th: 
h e  Govzrnm:nts with effect from 1-1-1967. 

Recommendation 
In the note (App:ndix VI) submitted at th: instanc: of th: Committee, 

i t  is statd that "from 1951-65 onw~rdi  th: grants w:r: sanctionxi to all 
the voluntary organisations in accordanc: with tho rccomrn:ndations of thz 
State Family Planning Offtcrrs. Evan prior to  this, in som: cas:s, grants 
wxc rbamm:nd>d by thc State Family Planning Offic,m". Th: Com- 
:minee would urg: that the practiu in such wa:s should b: uniform in tht  

case of all organisations, w r y  year. 

[S. No. 18-Para 2-23-Appzndix XXUI to  68th Rcport (Thiwd 
Lak Sabha)]. 

The sa&epestions of the P A C .  have been noted for suitabb insVucCions 
! to afl tha Statu: Gove~1m:nt.s to whom powm for sanctionins $rnnt have 

 WE &- f- 1-1-1963. , 
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greatcr cfforts would be made by thls Department in this regard so that 
the amounts spent are commensurate with the results achieved. 

[S. No. 20, Para 2 -32, Appendix. XXIII to 68th Report (Tgrd 
Lok Sabha)]. 

Action taken 
0 

The main idea for holding orientation c a m p  1, to motivate public 
in favour of F. P. programme. It is fclt that these camps did serve a very 
uscful purposr. The Dtpartmc nt arc, from time to timc, taking action to 
asstss thc work done in the various sphcns relating to ~ h c  programme SO 
that shorl falls notjctd can be r~mcdicd. 

Reccmmendation 
Thc: Cornmittec regret to note this imgular expenditure incurred on 

providing mcals to local campers. That is more surprising is the fact that 
this irregularity was allowed to go undetectc d for two ycars and came t o  the 
notice of the Dcpartmnt only at the time of examination of accounts 
d a t i n g  to these camps. In cvidtncc it was statcd that the intention 
was that only pcrsons who camc from far off places to  attend these camps 
should be providcd m a l s  at thtsc camps. The Committee fail to under- 
stand why, in thcse circumstances, char instructions in this regard had not 
bccn issucd in timc and communicated to  the authoritics concerned. They 
hope that the corrcct practice is now k i n g  followed by all the organisa- 
tions. 

[S. No. 21, Para 2.34, Appendix XXUJ to  68th Report flhird Lok 
Sabha)]. 

Action taken 
It is confirmed that the comc: practice is since being followd by 

all thc organisations to whom grants arc givcn for orientation camps. 

Thc Committee regret t o  Icarn that the required information is not 
available in the accounts submitted by other organisations. 

[S. Yo. 23, Para 2-38-Appcndis XMII to 68th Report (Third Lo)r 
Sabha)]. 

Action taken 
Thc position now is that no cspcnditurc. on n1t~1, to local campers 

is allowd. 

Recommendation 
The Cornmittec an. unhappy to note that the g r m s  continued to 

bc mltascd to Bharnt S r w k  Samaj by thc Lkpartmcnt &spite the failure 
of Bharat Sr wak bmaj to  submit thc ir 'consolidawd account c' as recomswnd- 
cd by thc P.A.C. in 34th Report. In spitc of' thc fact that ii period of six 
months u n s  dlowtd to the Snmj to prc pan. thcir accounts, no  satisfac- 
tory progress has been made in this n e r d  till now. In  vicw of the fact 
[hat suficicnt ti= has now clapscd since whtn the S a m j  Gas asked to 



submit their accounts, the Committee fie1 that unlass complianca of the 
Financial Rule is insisted upon now, it will bxom, much morz difficult t o  
enswc compliance with the lapse of tim-. 

' IS. No. 25, Para 2 -47. Apprndix XXtII to 68th Repxt (Third Lok 
Sabha)] . 

Actioa taken 
No grant-in-and has b x n  r:lzas:d by th: D:pxtm:nt of Family 

Planning, Govxnmw of India, to Bharat S:wak Samlj after 
1-9- 1 966. 

The Committee feel that it is not n x s a r y  to havs t11: accounts 
of each individual camp audit:d by Ch irt :rzd Account 1 i t  in vicw of com- 
parativzly small amount of ~xp~nditurz p:r camp Th-y arc, howxsr, 
of thi: view that test ch:cks of a c:rtain p:rc:ntag: of camps. in an arsa 
by a Charter4 Accountant should b: ~n,ist:d upon. 

[S. No. 27, Pard 2.53, Aop.n.5~ XXtII to 69th R : p m  (Tnird 
Lok Sabha)]. 

Action taken 
Tn: Comrnitt:?'~ suggstion his b : ~ n  n9t:d. H>w:v:r, in so far 

as Bharat S:wak Sarn3j is conc:rn:d th: D:p~rtm:nt hav: takcn stcpi to 
obtain statem:nts of accounts duly audited by Charter4 Accountaqts in r:s- 
pect of th: cam?; h:ld in each Stat: duly csunt :rjign :d by th : Stat: Family 
PLanning Officer concerned. 

The Committee cannot but obs:t-vc that thz practice of gatin g the 
momts dat ing to these camps count:rsignd by th: Municipal H A t h  
OflSoer of DAhi Municipal Corporation was mrninglcss. They arc 
glcd to learn that this p rac th  has since bxn given up. 

Nottd. 

Th: Comm;ttx ar: also not satisfid with th: pr:s:nt pro;duc 
whcreby th: Stat: Family Planning 0lli::rs station:d at \,irious State 
Capitah are rcquird to count :uign th: utilisati Jn c :rtificat ,.s in rcsp x t  
of Family Planning 0ri:ntation Camps h .Id at vdriou c :ntr:s in th: rural 
arms. Th:y f::l that stat: FarnLly Planning O3::ro sitting in Statc 
capitals are not in a position to chxk  th: p33ition. not b i n g  on ih? s p ~ t .  
Thxcforc, in ordx to asszss whthur th: work don: at t h x  cam33 was 
fruitful, apart from thc chAcin# of accounts, thxc should b;9 also an 
arsaemmt of the achicvmmt and on th: spot Aeck For this purporc 
tbe Zocal Mbdical Of'ticers attached with there camps would bo in a 
better potidon to make proper asemrmst of thc achiivummt. 



The Committee's views in this regard have been noted for suitabb 
instructions to the State Oovernahents. 

[S. No. 28, Paras 2.55-and 2.56,-Appendix x~m-Third Lok 
Sabha] . 

The Committee would like that the new corrective measure adopt- 
ed should be given a fair trial and the progress watched. 

Action U c n  
The progress of the coupon system introduced on an experimental 

basis in various parts of the country is being watched. The ques- 
tion of extending it further will be considered on the basis of the pro- 
gress. 

The Cornmitee fed that there is much leeway yet to be made in the 
matter of family planning and therefore the cfforts of the Department 
should be to see that the Family Planning Orientation Camps are Pro- 
perly Organised and run i n  the most efficient and economical manner, avoid- 
ing any duplication of cfforts. 

Action taken 

The views of the P.A.C. in regard to the general question of po- 
perly organising F. P. Orientation Cam have been noted and where- 
ever necessary suitable instructions will g: issued to all the State C ~ O V C ~  
m n t s  to whom the grant giving authority has been delegated. 

[S. N3s. 29-30-Paras 2.58 and 2.62-Appendix --Third 
Lok Sabha]. 

In view of the unsatisfactory Plan publicity work done by the Ssmaj 
in previous and in view of the facts disclosed in the recent review of about 
63 pamphlets by the Secretary of the Ministry that in a b u t  10 publica- 
tions the image of the Bharat Scvak Samaj had been prc' ctcd for more 
than the Plan publicity, the Committee feel that proper c f cck should be 
cxerciscd on the nctivitics entrusted to the SEmj by the Gcrvtrnmtnt so 
as to ensure that the Samaj carries on the job efficiently and eco& 
a l ly .  

With the association of two rtpresentativcs of the Ministry with 
sub-Committee set up by the Bharat S v ? k  Simj for prior scrutiny of the 
manuscripts of all the pnmphlcts of the Qmaj, it is hoped that only those 
pamphlets would bc brought out as have a direct beinring plan publi- 
city. 

[S. No. 33-Appendix XICUT to 68th Report-Third Lok SabhrJ. 



Action taken 
The Bharat Sevak S ~ m a j  are doing Plan ublicity through four ap- 

proved schemes viz. (i) Mass contact, (ii) Pu t licotion of Bharat Sevah 
Journal, (iii) Publication of Brochures and (iv) Publication of bulletins. 
Under the Mass Contact Scheme thcy are holding Seminar and are also 
maintaining Plan Information Centres. Urder the cxistitrg prcctdurc, 
half yearly reports are calkd for ficm the Srm:jj to asscss the tfmpo of 
publicity done by thcm. Further, the publicntions hrovpht out by thcm 
we  seen from the publications Division of this Ministry. With the appoint- 
ment of the Committee (with 2 cfficcrs of Ministly of I. & B.) by the S a w  
for vetting the manuscripts, it  is hnpcd thnt only publications having plan 
publicity contents will be brought out by the Snmaj. 

As present the grant to the Bharat Scvak San~aj for Plan public it^ 
has been suspended as they have not bccn 2blc to submit consolidated 
accounts in respect of the grant rcceivrd by thtm eprlicr. In cpsc the grant 
is resumed, it is proposed to ask our Regional Oficcrs avd Firld Publi- 
city Officers stationed at various places to assccintc thtmsclvcs with thc 
field activities of thc Samaj as far as possible a r d  scnd thcir asseccment 
report to the Government about the utility of such programmes frcm thc 
point of view of Plan publicity. 

Asked for the justification of continuing the Office of the I ~ c n  afid 
Steel Controller since control on price and distribution of a major number 
of steel items had been removed, the witness stated that there were quite a 
number of categories of stecl itcms which were still undu  control and the 
Iron and Steel Controller had the statutory authority to  look after thc price 
control and distribution of these itcms. T h e  Ccmmittcc pointed cut that 
a department which was created at the time of s t~css  for 3 tcmporaxy pur- 
pose had assumed the character of permrerce  and destrcd to know whc- 
ther the work of the Ironand Steel Controller 's 0 1  ganrsation could not be 
done by the Ministry. The witncss stated that with the prcdual dccontrol, 
the amount of work to be per for mcd by this ( fficr was bc rrp rcduct d and 
the staff was also being reductd c o r r r s p r d ~ r p l j .  A Ccmmittcc under 
the Chairmanship of Shri R. K. K b d i l k ~ ~ .  M P. lwd hccr cppcrntcd to go 
into the whole question of Iron and Srctl Ccntrcl Orgitnicaticr ilrd to s u p  
gait what further reorganisation of the cfficc was newwry .  Thc wmplete 
report of the Committee was awaited. At the Instance of the Committcr, 
the witness agreed to furnish a note statirp whcrhcr thcrc. had been any rc- 
duaion in the number of staff in the cfficc of Iron and Stcel Controller 
since August, 1964 when the work of planning, product ion and drstrihution 
of steel was transferred to J.P.C. This notc* has bccn fi l l  nishcd 
*No? vetted by Audit. 

[S. NO. 38 para 3.3 of 68th Rcport (Third JAIL Sabhr!).] 

Recommendation 
The Commrttcc note that durrr.p t f j c  p i ~ i c c i  1 1 4  nl l a !  A l r i L t .  1364 

i ~ l l  30th l u l l .  1966, the strcnpt h of ( fficc (*I  111c Jr ( n ;$I tl S0cc1 Cc r I I C  l l i  I 
\bas redumd by 121 persons bclc~qw p to clc+ctx  11. IIJ , I ci 1V. 7 fi! 
hope that a cdnstant watch wcufd bc Ircpt cvtr I I I ~  sl:ff ~ t q t t ~ ( l u t r  . 17 



the 0rg:lnisation of Iron and Steel Controller and further economics effccted 
its the work load dccrcases. 

[S. N.). 38 para 3.9 of Appcndix XXIiI of 68th Report (Third 
L3k Sahhrr)]. 

Action taken 

'Thc advicc ol' tltc Publrc Accounts Cfimmrttcc that is constant watch 
would bc kcpt ovcr the \t: ff rcqulrcmcnts in thc or ginisation cf  thc Iron 
. ~ n d  Stccl Controller and furthcr tcnnt me5 c fXctcd as thc wo1 kload dtcrtrtws 
h ~ s  been norcd. 

Recommendation 

TIic Committee hope that the High Powercd Committee would d~ 
the nectffui to liquidate the remaining 975 cases as  carly a s  possible. 

[S. No. 42 Para 3 - 3 3  of the Appcndix XXIIl of 68th Rcport (Third 
Lok Sahha)]. 

Action takem 
The 975 cases referred to have been arrived at by drductiog 549 cases 

disposed of by the High Powered Ccmmittee frcm 1524 bills relatirg t o  
payment of subsidy to importers of  steel, which rcmaincd under ~ u d i t  cb- 
jcction till the end of August, 1965. The above 549 cases dc  not, howcwr, 
relate to payment of subsidy only, but also to s u r c h ~ i p  D.L.F. ceses. 
The number of subsidy cases includcd in 549 w ~ s  307. A p i n ,  aparr frcm 
1524 bills lying under audit objcctiors 1432 bills wrrc rlso outstarding 
3s at thc end of August, 1965. The High Rwercd  Ccmmittee is s i n g  
through all the bills and not merely t h a c  under audit cbjections. The 
total number of bills relarirg to prymcnt of subsidy rc +hc importers of 
\tee1 pending as on 30-4-1967 is I907 and out of that 879 bills are under 
audit objections. 

The Committee's recommendation for l iquidat i~p the cases by the 
High Powered Committee has been noted. Upto 3041967 .  the performance 
of the H ~ y h  Powered Committee was as follcws :- 

hi isc*.ll:~acour 9 Docs 
not ari*. 

---.--- - -- --- - - -- . - - - - - ---. 



The performance of the High,Powered Committee as on 30-6-1968 
'is as follows :- 

P d  
Raviewod by 

Audit 

Subsidy.  . . . . . 1,042 - 850 

D.L.F. Bills . . . . . . .  376 306 
18 Docs not 

arise 
'B' Forms in rcspct of Re-rollcrs . 3 3 33 

The pcrformnncc as on 30-6-1968 could nor bc rcfcrr-t J l o  i~udit for 
vetting and is being rrferred now. 

Recommendation 
It is indeed surprising that the Government agrecd to mnkc the pay- 

ment of the interest by these firms conditional on the inclusion of a special 
elern,nt in the retention price. This enabled the firms to tnkc the view that 
since no sp:cin\l elerwnt was allowed, no interest was legally recoverable 
from them. The Committee feel that the conditions reprding recover) 
of interest on these loans should have been more specific ub-initio and not 
left in vague terms. The Committee also feel that if the conditions regarding 
recovery of interest had been more specific ab-Wio, the necessity of fore- 
going interest for the period 1-7-1958 to 31-3-1961 amounting to Rs. 277-48 
lakhs would not have arisen. 

S. No. 43 (Para 3-43) of Appendix XXIIJ to the 68th Report (Third 
&ok i a  bha)] . 

The recommendation of the Public Accounts Committee has been 
noted. 

A.Iu Oktmtio. 
The Joint Rant Committee was set up to look after the work of plann- 

ing, production and distribution of steel with c f f~c t  from 1-3-1964 and for 
this purpose Re. 1 per tonne was levied with c&ct from 1-3-1964 from 
the main producers of steel on all despatches of both controlled and dccon- 
trolled categories of prime quality steel. From the Ministry's reply it would 
be observed that the Iron and Steel Controller continued for sornetimc 
t o  do the planning as the Joint Piant Committee had not had the full comple- 
msnt of staff. When Re. I per tonne has been collected on all despatches 
Whether of controlled or decontrolled categories of prime quality steel. 
legitimately the expenditure incurred by the Iron and Steel Controller during 
the intervening period on planning should have been rccovered from the Joint 
Plant Committee. 

It has been stated in the Audit Para that this ex-gratia incrcasc involv- 
ing an extra payment of about 1.65 lakhs was allowed as an understanding 



was stated to thave been given to them at the time of negotiating the price 
that if any other aim were allowed higher rates, they would also be allowed 
the same. In the opinion of the Committee this sort of understanding with- 
out insertion of any such condition in the relevant acceptance of tender, 
is hiahly irregular. Any condition, assurance or understanding in* case 
of contracts must always be supported by proper provision or clauses in 
the tender and in the contracts. 

b. NO. 49-Para 4.23-Appendix XXiII to 68th Report-Third Lok 
Sabha]. 

Action taken 

Instructions have been issued vide Routine Note No. 24 dated 27th 
May, 1966 (copy enclosed) to Purchase Officers to ensure that in future, 
undertakings given i n  negotiations are strictly adhered to ard are invariably 
stipulated in the resultant A/T. 

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 
(CO.ORDINATION SUPPLIES SECTION IB) 

NEW DELHI-I. 

Dated : 27-5-1966. 
Routine : Note No. 24 

Subject : Nzgotiation with firm+Necessity of indicating in contracts 
the terms and conditions agreed to in the negotiation. 

3 
A case has come to notice where the Purchase Section concerned 

failed to include in the A/T certain terms and conditions mutually agreed 
to during negotiation with the fim prior to the placement of the contract. 
This has resulted in a lot of complications and had given rise to an unwelcome 
situation. 

2. Purchase Officers are requested to ensure that in future, under- 
takings given in negotiations are strictly adhered to and are invariably stipu- 
lated in the resultant A/T. 

( A .  BHATTACHARJEE), 
Deputy Director (CSU) 

The Committee note that charge sheet has been issued to the person 
concerned in this case and his explanation has been called for. What, 
however, passes the cornprehcnsion of the Committee is how all the three 
letters wrltten by [he firm on 10.1 1-62,21-11-62and 1-12-62 were not brought 
on rccord and not brought to the notice ofthc senior cficcr. They wonder 
whether there is no system in thc DGS&D bv wh~ch Important letters and 
documentsare shown to theofficerseven at 'Dt~k'(Rectipt)stage. Intheir 
opinion suppression of documents, specially when they result in loss to the 
erJIequer or result in a b~nefit to a party or firm to the detriment of Oovt. 
interests Should be treatcd as a serious lapse meriting detcmnt punishment. 
The Committee had occasion to comment on a similar case of suppression of 
documents in the oflict of DGSW in para 3.21 of their 64th Rcport (3xd 



Copy of D.Gs note dated 23-5-1967 
A number of complaints of i serious and far-reaching nature were 

rnade against supplieis of a particular item against a series of A/rs between 
.the yeam 1963 and 1966. Some of these complaints were addressed to  the 
Director concerned. Dcspite the se-riousncss of the ccmplaiats, the) wme 
at  no stage brought to the notice ofthe Dircctor General. The complaints 
wcrescriouscnough to haw merited immcd~ate itport to the Minis t ryppar t -  
ment ef Supply a$ well. It i s  possible that had the complaints been brought 
to the not icc of the p. G. /G~vcr  rlmc r:t, c : ) ~  I kc1 IVC :iciion might have been 
takcn earlier and morc c f f ~ c t s v c l j .  

2. 0fi1ccr.s who 4.c:ccivc qvc!: cr.,rnpl:iints ~ . l i ~ ' ~ ~ l d  try to assess their sigrri- 
ficance. In important c ; t . ~ ?  i l i ~ c ' ! ~ i ~ l ! 2  SI.:ICC~ ; i : d  lhc likc, matters should 
be brought immcdiaicl>. L O  i l i ~  i;,z,ici P I  ; h ~  DG,Dir;!rtmcnt of Supply. 
Such immediate interim nwasur cs  its may he nccrssary should, howcvcr, hi. 
takcn to prcvcnt further l o ~ ~ ~ d ; ~ r n ; r ~ c  c:c. I t  is not iiitcndtd that theinitiative 
of ihc offi;c.rs rccciving sticli complaints should bc rcduccd or minirnised 
by thc  fact oftlicir bcing rcquired to report ta higher auth~l-ities. T h ~ y  will 
remain rcsponsiblc for laking proper. act ion on rcccitpt of thesc complaints. 
But, as as an added precaution, i t  ic neccssnry th::r really scriocs complaints 
of the nature rcfcrred to :~bo\.c s h o ~ : l d  b c  b r o u r h t  promptly to the notice 
of higher authorities. 

D. 0. NO. CSJR!I I (  lO\,'(1?5 
GOVERNMEKT OF Ih'DiA 

DIRECTORATE GENERAL OF SUPPLIES AND DISPOSALS 
NEW DELHJ-1. the 12-6-1967 

"D. G. impressed upon the Directors of Pu~chase the necessity of the 
examination of the purchase cases in depth, covering all aswcts  
~nc lud~ng  financial position of the firm, performance, tcchnial  
capacity etc. He also stresxd the ncctssity cf p ~ c m p t  acticr of 
scrious complaints received by thc Directors. Particularly D.O. 
letters should be watchcd thrcugh a sui t~ble rrgister to ensue  
prompt and thorough examination of mmplaints. This would 
avoid unnecessary embarrassment to the Directorates/ Organjsa- 
tion at later date'". 

2. As regards examination of purchase cases referred t o  abovrt, it m y  
be mentioned that the existing proccdure already provides that the purchase 
adfllolws rdtoYld take into account thc financial standing of the limn, c~pa&y, 
load on hand, past performance etc. wbilc taking &cision q teaders. I shall 



Copy of D.G's note dated 23-5-1 967 

2. As rcg'lrds ~stlminntion of purchiw cxscs referred to above, it may 
he mentioned that the cxistinp, ptocctlure :~lrc.ild!, proiidrs that thc purchax 
&hers sRodd take into account  he financrnl standing of the h, =pacity, 
load on hand, past performance etc. whilr. taking dccision op tenders. f shall 



be grateful if you could impress these points on all the purchase 
aBBcers under your control. 

3. Regarding the procedure for dealing with 'complaints I em also 
to invite a reference to Shri Ghei's D. 0. No. 3(8) 167 0&M dated 25-2-67, 
You ire requested to ensure that prompt action is taken on all complaints. 
With a view to keeping a watch on such complaints you are also requested to 
arrange for maintenance of a separate register for all drmi-cfficiel letters/ 
complaints as directed by Director General. 

Yours sincerely, 
(Sd) 

All Directors of Supplies 
at Headquarters and Regions. 

-. 
Copy to 0 & M Section-Refercnce their Endorscmcnt No. 6(1)/67- 

O W  dated 2-667. 

It also appears to the Committee, th?t thc re is no uniformity with regard 
to levy of liquidated damages by the DGS &D while i t  is desirabk that 
each case has to be decided on mcl-its, the p~cccd~re  should not vary from 
dase to case. 

[S. No. %Para 4.54-Appendix XWII-to 68th Rcport-Third Lak 
Sabha] . , 

Action taken 
Procedure for levy of liquidated dpmapcs is laid dcwn in paras 233(1) 

and (2) of the Manual of Office P~ocedure for Supply and Disposals. Tbe 
cases are however decided on merits taking the ~ r i c u s  f ~ c r c ~ s  contr ihuting 
for the delay into consideraticn. The prccedure for lcvy of liquidated 
damages has further been simplified and necessary instructions in this rcgard 
have been issued vide Officc 01 der No. 13 datcd 17-2-1967 (copy enclosed) 
for the guidance of the purchase c fficc J s. 

DIRECTORATE GENERAL OF SUPPLIES AND Dl SPOSALS 
(Co-ordination Supplies Sec. IB) 

Nc-w Delhi-I 
OFFICE ORDER No. 1 3 datcd 17-2-1967. 

Subject : Simplification of the procedure regarding levy of l iquida~d 
dam~ges and regularisation of the delivery period. 

Reference: ( i )  Office Ordcr No. 1 13 dated 1-10-66. 
(i i)  Offix Order No. 133 dated 10-11-1966. 
(iii) O 5 x  Oidcr No. 154 datcd 15-12-66. 

I n  supersession of the instruc;ions containtd in thc Officc 01 d c ~ s  cited 
above the following procedure is laid down on the subject mcntio~td rbove: 

(tr) Cases in which recovcl y of liquidated damagcs is time bQrrcd under 
the limitation Act (i. e., 30 years) ahould be clo~cd.  



(b) The question of recovery of liquidated damages need not ordinarily 
bo considered in re8 ct of contracts upto Rs. 1 lakh in value 
placed upto 1-10-66 wgch sl~ould be closed except in the following 
categories : 

( i )  Contracts where higher prices have been specifically paid f ~ t  
earlier delivery 

and . (ii) contracts containing pre-estimated or pre-determined 
damage clause. 

2. In respect of contracts upto Rs. 1 lakh in value in which liquidated 
damages is not to be normally levied and where supplies have not been compk- 
ted/made, necessity may arise for grantingextension of time for perf-. 
Where it is decided to grant extension of time, the same may be given without 
liquidaed damages provided the authority competent to grant such extentiom 
is satisfied that the reasons for the delay in supplies have been beyond the 
control of the supplier and are not due to wilful negligeme or bad perfix- 
mance on his part. Such extensions in time for performance should, how- 
ever, be given only with reservation of rights to deny iacreases in .* on 
account of price variation where contracts provide for variation m pmes) 
or on account of enhancement or fresh imposition of taxes and dutks/kvk 
etc. taking place during the delayed period. The specimen form enclOJCd 
may be used for granting such extensions in delivery period. 
.I 

3. As no liquidated damages is normally to be levied in such cases them 
is no necessity for making any reference to the in&ntor/consignee reganling 
loss or inconvenience suffered due to delay in supplies. This does not, how- 
ever, mean that the information regarding loss (whether actual or potentid 
suffered due to delay) available with the purchase ofEcer has to be ignored. 
Such cases would have to be decided on merits. 

4. Even in cases where no liquidated damage is to be levied, formal 
amendment lctten regularising the dziivery period will be issued by the pur- 
chase officers as hitherto. The final payment will be made by the Pay and 
Accounts Officers only on receipt of such amendments. 
.L - 

5. Contracts above Rs. 1 iakh in value in which the m r y  is not tim 
barred, should be examined in detail forlevy of liquidated da- with 
reference to the circumstances mentioned below : 

(a) Whether the indentor has suffered any actual or potential loss due to 
delay in supplies (Lower trend of priccs during the period of delay 
has to be taken into account for working out the potential loss). 

(b)  Whcther delay in supplies has resulted in payment of a d d i t i d  
sales tax, excise duty or other imposts etc. 

(c) Whether higher priccs haw been specifically paid for 'carlitr 
deliveries. 

(4 Whether &lay has resulted in payment of additional h i &  
(e) Whether the contract contains pre-estlmatcd or p- 

damages clause. 
( f)  WMther thc delay in supplies has been wilful on the part of 

firm. 0 



In cases where the contracts incorporato the usuul liquidated damages 
clausc [i. P. clause 11 (iii) (a) of form No, DGS&D-68 or clause 14 (7) 
(i)of form No. DGS&D 68-Revised] and not the pre-estimated damagc 
clause and thcrc has been no loss. the purchase o&rs &il l  havz 
discretion to waikr: thc rccovcry of liquidated damnagcs altogether or kvy only 
tokc-n damagcs. Thc Powcrs of thc purchase omers for rc@:~risation of 
delivcry pr iod  ~ i l h  or \vithoitt liqitidatcd ditnmgcs ;1rc contained i l l  111,: dck- 
gation of pmcrs  is?rud fro111 t i m  to t1n1~~. 

6. The Dir, c t o ~  > of Suppliis nt I-lqrs. and R t  giom i111d thi  Col;tr~,l Of i -  
ccr (Finalimion) s11oi:lcE. hen,\, r-. s ~d :t I-, port (in duplicntc) to C'o-idinn- 
tion Supplics Br:tnch by 15-4-67 indicnting the nitmhcr of caws t I L I I  wen: 
yx'nding tinalisarion on 1-10-60. thc numbcr of C;I%,T jindiscd !n :~ciodancx. 
with thcsc  instruction^ or- rhc instructions contained in thc oAicc ord ,r \  supc.r- 
seded hy thrsc- jnstructior~s and tilt numhCr of cnscs cwtstandin~ i i s  (111 .:!-3-67. 

Copy to t iw  Pay & ~\ccoutlts Ollic~r, apt. of Supply with ref\. 1.. IICL to  
hls U. 0. h o .  SMII I 116)XIII '1669-72 datcd 2.3-12-60, 

This form is to be used for contracts where clauw 1 J(7)(1) 01 f.~lrn: 54 1. 

DGS&D-6b (Rc\iscd) i\ not apphcnblc. 

REGlSTERED ACKNOWLEDGMENT DCiE AMENDMEW SERIAL 
NO. 

GOVERSMLNT OF INDIA 
I\IINISTRY OF SUPPLY, TECHNIC.4L DEVLI-OPMENT 

MATERIAL AKD PLANNING 

l)IIECTOR-4TE GENERAL 01: SCTPLIES 8 DISP0S:jLS 
%. I .  BUlLDIr\iG, PARLlAMENT STREET, 

NEW DELHI, t h c . .  . . . . . . . . . . . . . . . . .  

SL'BJECT : .4cccptancc of Tender No.. . . . . . . . . . .  . d a t ed .  . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  for supply of.. 

against Indcnt KO.. . . . . . . . . . . . . . .  datcd. . . . . . . . . . . . . .  
Valuc Rs. 

. . . . . . . .  REFERE~CE : Your Ict ter XO. . . . . . . . . . . . . . . . . .  .dated. 
Dear Sirs, 

You Iuve failed to  &liver the stores within thc - the entire quantity 



delivery period 
delimy period as last extended upto:. ................................ 
In your letter under reply you have asked for extension 

further extension 

of time for delivery. In view of the circumstances stated in your said Iettm, 
.............................. the time for delivcry is extendcd from.. 

to ........................ 
the stores 

You m a y  now tender for inspection in terms 
balance of the stores 

of this letter. Stores, if any, already tendered by you for inspection but not 
inspected will now be inspected accordingly. 

2. Thc above extension of &livery date will be subject to the following 
condition :- 

(a) that no increasc in price on account of any statutory increase in or 
f m h  imposition of Customs Duty, Excise Duty, Sales Tax or on 
account of any other tax or duty leviabk in respect of the stores 
specified in the said Acceptance of Tender which takes piace 
after*. . . . . . . . . . . . .  .shall be adm~ssiblc on such of the said stores 
as arc: delivepd after the said date; and 

(b) that notwithstanding any stipulation in the conuact for inmew in 
pria. on any other ground no such increase which takes place 
after. . . . . . . .  shall be admissible on such of the said stores as are 
&livcrcd aftrr the said date. 

(c) but, nevertheless, the purchaser shall be entitled to the benefit of any 
decrease in price on account of reduction in or remission of Cus- 
toms Duty, Excise Duty, Sales Tax or on account of any other 
tax or duty or any other ground as stipulated in the price vari.tion 
clause which takes place after the expiry of the above mentioned 
date namely*: 

3. Pkasc intimate immebtely your auxptance of the extension on the 
above conditions. Please note that in the event of your declining to aoap 
the extension on the said conditions or your failure after accepting or acting 

the storcs 
upon thi\ ~.ntonsion to deliver within tbt 

t hc outstanding quantity of stores 
&livery period as hcmby extended, thc contract shall be canalled and tht 
ouWIlndtng qty. of the stores shall be purchased at your risk and cost lmdtr 
thc tcnns of the contract. 

Yours faithfuUy, 

For and on bchalf of tbc - 
.Oi*c bt rc  t k  date of expiry of tho u & n d  dclivcry period in .U cxteosioas. 

ww1916Q 



From the note fiunished, the Commit- are glad to note that ia pur- 
s u m a  of their recomrmndations made in 1964-65 the dovermxnt b v c  now 
dacided to appoint a ~ontracct ~ i ~ e c r  in the ~ i b  M &dbn in* 
has already bQen initiated. The Committee trust that this appointment will 
be made without any further delay and that it would result in improvinqL)hq 
WxMBg of the orgasdsation. 

[SI. No. 55 (para 4.57) Appendix XXIII to 68th Report ( ~ h i h l  Lok 
Sabha) J . 

Contract Officer has since bccn appointed and is in position with cffect 
from 1-12-66. 

The Committee hope that the Govcrnmcnt would frnalise thc Plan 
to st t  up a Directorate of Planning early so that the work to organise markct 
rewmh could be started without delay. 

[SI. No. 56 of (para 4.64) Appendix XXlII of the 68th Report (Third 
Lok Sebha)]. 

A Directorate of Planning has bxn set up in the D.G.S. & D. withcfixt 
from 22-9-66. 

The Cornmittre rcgrct to note that as a result of dclays in the office of 
D. G. S. &D. an avoidable extra cxpcnditurc of Rs. 1.78 lakhs was incurred 
in the purchase of pumps. The Committee take a very scrious vicw of such 
delays. The Committce also fccl that the procedure prcvalcnt in office of 
D. O. S. & D. as such squirm strramlining so that such delays an: dctcctcd 
inmdiatcly and suitable rcmcchal measures are taken in time. 

[SI. No. 63 @ara 4.1 16) Appcndix XXLII, 68th Report (Third Lok 
-)I. 

Various mrasurcs taken with a \-icw to clirninatc delays a[ 
various stages a n  iadicgted bclow~ 

(a) The various purchase Directorates and Sxctions haw bcxn re- 
oreplnizcd on an ot8ctr-oriented pattern on thc basis of Vidyalankar 
Commit tec's Report. 

(b) Pcriodkal m&ctings are held by the Dircctor Gcncral with tbr 
Dinxtors of Supphcs with a view to discuss and cxpnditutu. co. 
vrrage of iadcMa and disfxKals of receipts. 

(c) Instructions have been issued vide UBa Order NO. 82 dated 
26-7-1966 copy attached) wbcrrby thc pvrchare ofRocra I. to @nta caw shcotn of all uric@ W t a .  



after the tenders arc: 0 d . m  c of the case sheet is plaad 
on the file and another c o ~  is h a s  over to the pllr- 
chaw offioar in whose powers the case fails. The maftteaence of 
these b W t s  help the offioer to eliminate avokbble delays, 

(d) Instructions haw nlso k n  issued vide Office Order No. 102 dated 
12-9-1966 (wpy attached) stressing the urgemcy of coverag: of . indents within the original validity period of offers. 

(c) Check points for indent planning and scrutiny have been drewn up 
for guidance of purchase officers ri& routing note No. 98 dated 
4-9- 1967 (copy attached). 

The Committee albo &sin to be apprised of the result of the enquiries 
which were initiated against the officers who failed in their duty to en- 
effective scrutiny and xupcrvkion in this particular case and the final act ion 
taken as a mul t  of cnquiry. 

[SI. No. 63, (para 4.1 17) Appndix XXI11 68th Report (Third Lok 
Sahha)]. 

Action taken 

The Report of thc C. B. I. on this caw has btxn received and is under 
examination. Further aciwn taken in the matter will bc reported to tbr: 
Public Accounts Committee in duc coursc. 

Audit O h s m n t h n  

In the absncc. of thc Purchase files, whlch art reported to be with th: 
Spxial Polic: Establtshrncnt, the facts wportcd in the notc on SI. No. 62 
(Para 4.1 12) of Appmdix XXIII of 68th Report (Third Lok S b h )  for the 
Public Account, Comrn~ttcc arc not susccptihlc of verification by Audit. 

Please furnish a notc showing thc action takcn against the officers con- 
cerned, pursuant to thc repon of the C.B.I. 

Pursuant to th: report of the C. B. I. the matter was exmnincd in colt.. 
sultation with [he Ccntral V~gilance Commission and the following a c t ,  
have bcxn takcn: 

( I )  'the k p u t y  Lhrcctor of Supplics has bwn warned to bc careful in 
fut urc. 

(2) Thc Assistant luqxcting Ofticcr has also b:cn wirn:d to b: carzful 
in futurc. 

(3) No action could t~ tiikcn against thc Asstt. Dir. of Supplies 
ccmccmxl as ht. tad w s i p d  from Govt. !krviocs. 

(4) The firm has k t ~  black listcd pmsanr.ntIy with c&ct from thcr 16th 
October, 1968. 



The Committee desired to be furnished with the o~inions that the 
Department of Supply & Technical Development had received so far which 
had a bearing on Scction 73 and Section 74 of the Contract Act along with the 
procedcnts that had been quoted there. 

[SI. No. 65 (Para 4.131) of 68th Rcport (Third Lok Sabha)]. 
The Committcc rcgrct to state that the information is still awaited. 
[SI. No. 65 (Para 4.132) of 68th Rcport (Third Lok Sabha)]. 

Action taken 
15 copies of the opinions having a bearing on Scctions 73 and 74 of the 

Contract Act reccivcd in 3 cascs by thc D. G. S. & D. from the Ministry of 
Law, are forwarded hcrewith (Not printed). The provisions in the 
General Conditions of Contract an: not based on these opinions. These 
opinions arc interpretations of the rclc~ant provisions of the Conditions of 
Contract. 

Recommendation 
"The Committec notc that at the cnd of Junc, 1966, 9214 cases of 

contracts were pending for rcvicw in I. S. M. London. Out of 5718 cases 
reviewcd during the period from 1st April, 1966 to 25th August, 1966, 2000 
cases were closed and an amount of £1.000 had been recovered and £21,887 
were waived. The Committcc havc also h e n  given to understand that even 
at the end of August, 1966, 3496 cascs of contracts werc pending for review 
so far as levy of liquidated damagcs was concerned. That such a largc 
number of cases (3496) wcrc pending for review. shows that proccdurc for 
reviewing such cases rcquir~d to bc streamlined. Thc Committc,: arc not 
convinced with the reason given by the ~ i tncss  in evidcncc that the proceduri. 
of such a nvi  w is time consuming ah references arc required to be made to 
the different parties." 

"The Committee would likc to bc informcd of thc action taken to 
streamline the procedure for rcview of cases of liquidated damages. They 
also desire that the 3496 pending cases should bc rcviewcd cxpcditiously." 

"The Committee desirc that Government should takc necessary steps 
to ensure that there is no departmental iapse in cases involving recovery of 
liquidated damages. For future at least Government should lay down pro- 
cedure to review periodical cascs of delay in supplics with a view to list out 
the names of the firms who arc habitual in delaying thc supply of stores so 
that suitable action can bc initiated." 

[Sl. No. 66 (Para Nos. 4.134.4.135 & 4.136) of Appendix XXIII of 68th 
Report (Third Lok Sabha)]. 

Action taken 
Para Nos. 4.134 & 4.135 : 

Out of 34% caws refcrwd to by thc Committcc only 928 cases werc out- 
standing on 30th Junc, 1967. The numbcr of cases outstandine has, there- 
fore, been reduced considerably. The remaining cascs are constantly being 
reviewed by t5e India Supply Mission, London. 



Regarding streamlining of the procedure it is submitted that bccause 
of the various difficulties which the .Purchasing Missions were facing for 
finalising L. D. cases, Department of Supply, in consultation with the Ministry 
of Finance, have simplified the proccdurz for rccov,.ring L. TI. and have 
issued an order No. P. 11-1(30)/ 63 d a t ~ d  25th April, 1966. A copy of this 
order is enclosed for the information of the Committee. 

Para 4.136 : 
Regarding the question of Dcpartmentd lapses it is submitted that the 

Committee's Recommendation has bcen brought to the notice of the Pur- 
chasing Missions in London and Washington. They, in turn, have issued 
instructions to all the concerned officers for timely review of L. D. cases and 
haw added that, in case of any lapse on the part of any officer, disciplinary 
action will b taken by the Government. A copy each of the orders issued by 
India Supply Mission, London and India Supply Mission, Washington 
is cncloscd. Regarding listing out of the names of the firms who arc habitual 
in delaying thc supply it is submitted that thc purchasing Missions abroad 
generally susp-nd dealings with the firms who habitually delay supply of 
storcs, irrespective of the fact whether or not any provision exibts In 
thc contract regarding levy of liquidated damages in the event of delay In 
supplies. The Missions, however, purchase mainly proprietary stores. This 
being the case, they cannot ignore such f i rm completely, as they will havs no 
other sourcc to approach. 

ANNEXURE 
IMMEDIATE 

BY AIR MAIL REGD. 
NO. PII-I(30)/63 

G O \ ~ N M E N T  OF ~ N D I A  

MINISTRY OF SUPPLY, TECHNICAL DEV. & MATERIALS 
PLANNING 

Central Sectt. North Block 
New Delhi, ckrred the 25th April, 1966 

5th Vaisakha, 1888 (S )  
To 
The Director Gencral, 
India Supply Mission, Govt. Building 
Bromyard Avenue, Acton, London 

(Shri G. Ramanathan) 
Director Gencral, India Supply Mission 
2536 Mass. Avenue N .  W.. 
Washington 8 D. C. (Shri P. P. Agarawal) 
Director General, Supplies & Disposals, 
New Dellii (Shri J. S. h l )  
SUBJECT : Sintplijication oflwoceclurc regard;li,g levy of liquidated damages 

and regularising of' delivery dares in contracts by the India Supply 
Mission Londorz]ll'nshb~gron md the D. G. S. & D., New Delhi. 

Sir, 
I am directcd to say that a t  present much time and labour are spent in 

working out the liquidatcd damages in rcspcct of completed contracts and 



the c x ~ d i e u r e  on staff -aged on it is out Wall proportion 2 0  t h e  
:nmoudti that the Purchase wanisaxion hasbeenablt to rebver a8 dmM es 
-%a b4b the IMia Supply Mission, L~pdonittnd the D. O. S. L D.,1&4 
h h i  this exercise of calculating the liquidat~d damgcs  is gone thiCUgh 
B qatter of routine even in cases where no loss is suffcrtd by the indeatbr 
and where there is no possibility of enforcing recovery. This txercisc often 
causes unnecessary annoyance to suppliers, particularly in India where 
the balance of 5% of their bills cannot be paid till the amendm5nt "letter 
regularising the delivery period is issucd. In the case of I. S. M., London, 
as well as the D. G. S. & D .  the firms are asked in every case to 
tender evidence in support of the reaFons adduced by thcm for dtlay i n  
supply of stores. This only causes irritation to firms, as in most cascs 'the 
l.'S. M., Lmdon and the D. G. S. & D. have had to waive recovery of 
liquidated damages for various reasons. It may be mentioned that b e  
Government of U. K. had deleted from their General Conditions of Contract 
the Liquidated Damages clause about 20 years back; it suspends deafing 
with firms who habitually delay supply of stores. 

2. Keeping the above aspects in view, the question of simplilkaticn of 
procedure for recovering liquidated damages has been cartfully examined, in 
consultation with the Ministry of Finance, and it has been decided asfollcws: 

(a) Cases in which recovery is time-barred under the relevant Limita- 
tion Act (6) years in the case of I. S. M., London, 7 years in the 
case of I. S. M. Washington and 30 years in the case of D. G. S. & 
D. should be closed. 

(b) Other cases of contracts less than £15,000/- s 50,000/- Rs. 1 lakh 
in value, not falling in the following categories, should also be 
closed : 
(i) Contracts containing Pricc Preference Clause for cnrlier 

delivery. 
(ii) Contract containing pre-cstimatcd or prc-dctcr mired L'qui- 

dated Damage:, Clause. 

3. Contracts above £15,000/-S 50,000/- R.,. 1 lakh in which recovery is 
aot time-barred, should be examlned by I. S. M., Lmdon and I. S. M., 
Washington a rd  the D. G. S. & D. i n  detail for levy of liquidatea damages 
with reference to the circumstances mentioned below: 

(a) Where the indentor had suffered actual loss on account of delaylin 
supplies. 

(b) Delay in supply of stores has resulted in payment of additional 
sales tax, excise duty and other impcsts. 

(c) The contract contains price prefererce clause for earlier delively. 

In cases where liquidated Damages Clause is included in the conditions 
of contract otherwise than as pre-mediated stcp and there has been no loss, 
the a$cers of T. S. M.s London and Washington will have discretion to 
waive recovery of liquidated damages or levy only taken liquidated damages. 

4. Orders have already issued that the India Supply Missiop, Londan 
and Washington may delete the Liquidated Damages Clause in respect of 
future contract! not exceeding &15,000/- s 50,000/ in value, save in cases 



. 3 . L 

where the stores arc urgently r;4uiie4 and the grace pericd of 21 days is pot 
allowed. I t  has now been decided that the D.G,S.&D. may sindtarSy 
delete the Li uidated DarnagesClause ip resprct of contrrcts valued at  less 
t h n  Rs. 1 la '1 h, unless the Purchase - Ojticer is of the opinion, at the ti? of 
placing the contract, that strict adherence to the schedule of delivery is essen- 
tial in public interest; in scch cases the clause should be retaincd and the 
specific attention of the contractor drawn to it by a separate letter. 

8 

. 5. The officers of the India Supply Mission, London/Washington/ 
D.,G. S. & D. will exercise powers of waiver of liquidated damages in cases 
of types mentioned at (a) 10 Cf) of para 3 as providtd in I.  S. M. London/ 
Washington Purchase Rules and relevant orders issued in the case of the 
D. G. S. & D. from time to time. 

Pleasc acknowledge rcceip~ . 
Sd i- 

Under Secretary to the Govt. of India 

1. Comptroller & Auditor General, Ncw Delhi. 

2. Accountant General, C. W. & M., New Dclhi. 

3. Director of Audit, Indian Accounts, 55, Jcrmyn Street London 
S. W. I. 

BJ Air 
4. Director of Audit, Indian Accounts, Washington. 
5. Chid Pay & Accounts Officer, Dcptt. of Scpply & Tcch. Dev. New 

Delhi, with ref. to their u .  o. No. SM/CI(16)X11/1485datcd 25-9-1965. 
It is confirmed that necessary amendments regularising the date of 
delivsry/waiving liquidated damages would be issued in all cases by 
the Purchase Organisations irrespective of their nature and value. 

6. Ministry of Finance (S. W.) with reference to thcir u. 0.  NO. 825- 
FA (IAS)/66 dated 16-4-66. 

By Air Bag 
7. Finwcial Adviser, High Ccmmission of Ir.dia, k c d o n .  
8. Financial Adviser, Embassy of -India, Washington. 
9. Officer on Special Duty (Litigation) D. G. S. & D. New  elh hi. 
10. Purchase I Branch. 
11. File No. P-II-1(21)/63 
12. Filc No. P-II-1(12)/63 
13. Guard Filc (2 copies) 

Sd/- 
Under Secrrmry lo the ~ o ~ w n n t m t  if india 



S.68/6/9/66- S B 
India Supply Mission 
0. M .  No.  29/67 

Expeditious finalisxtion of cases involving liquidated damages. 

111 the Sixty eighi h Report (1966-67), the Public Accour~ts Chrni t tee  
have expxssed gravc conccrn lest there be any depzrtmental lapse in cases 
involving recovery of liquidated damages. It  was felt that delay in finalisa- 
tion of such cases wz:ikcns our p~s i t ion  and may result in adequate rc- 
coveries in terms of thc contract. 

Thc D:p~rtm:nt of Supply have instructed that this mattcr should be 
brought to tll: notic- i:' ,111 the ofii::rs concerned emphasising that 'in casc 
of any  Ilp;c on th,: p .:i of any offixr, disciplinary action ~vill be takcn 
by Govrrnment .' 

All offix-5 cancer-ncd shoi~ld thercfol-c pay special attention to rcvicw 
all suc!~ p3:ch lsc  files from time to time to av<)id any lnpscs and  subsequcnt 
c m p l  ic:itions. 

Sd/- 
Datcd : 26-9-67 For D. G.,  I. S. M. 

INDIA SUPPLY MISSION 
2536 M:~s\;~chusctts Avenue N. W. 

Wn$hington D. C. 8 
OFFICE ORDER NO. CDN-PR-232 

October 6. 1967 

SUBJECT. Recovery of Liquidated Damages. 
The Pdblic Accpunts Cgmmittee in their 1966-67, 68th Report, as per 

p i ra  4.136, havz rec3mm~:nded that the Gsvernment should take neces.5al.y 
step; ta wsurc that thcre is no departmental lapse in cases involving recovcry 
of liquidated damages. This rec;. mmendation has been accepted by ~ h c  
Ministry. 

2. All th: Purchlw Offixrs and Sections should note carefully t h t  
against contracts wherein liquidated damages clause is stipulated and therc ts 
delay in supplies, such cases should be reviewed immediately for recovcry 
of liquidated damages or otherwise, based on the mcrits of each case. 
Each Purchase Officer shall be responsible for timely review of such 
cases and it may be emphasized that in case of any lapse on the part of' any 
officer, disciplinary action will be takcn by the Governrncnt. 

Director Gcneral 
Distribution : 

1. General. , 
2. File FDN-1/13 



4. Copy together with a spare copy forwarded to the Deputy Secretary 
to the Government of India, Ministry of W. H. & S. Department of 
Supply, New Dzlhi, with ref. to their letter NO. Pll-7(9)/65 dated 

5-9-67 which was recetved in this.Mission on September, 25 1967. 
Sd/- R C. CHHABRA 

Assit. Director 
8 

Further Information 
SI. No. 66: Pleasc furnish a note showing the latest p o s ~ ~ i o n  of the 

review of outstanding cases of levy of liquidated damages. 

Government's Reply 
On the 30th of Ssptcmbcr, 1968 India Supply Mission, L.)ndon had 600 

2 i,cs uf LZquidated Dlmages pending review. The M~ssion has bccn asked to 
~ c c o r d  high priority to the finalisation of these cases. 

Recommendation 
Thr: C>mmlttcc feel that  had the G~vernment charged some penal 

I ntercst on the amounts out\tanding from the Public Undertakings, it would 
hav: cervcd a5 a deterrent and the Public Undertakings woultl not have 
delaycd in making payments. 

[ST. No. 72 (P,ira 4.210) of Appcndix XXlll to the 68th Report (Third 
Lok Sabha)]. 

Action taken 
Para 4.210 : The payment of policy for overseas contracts against 

Public Sector Undertaking demands is laid down by the Ministry of Finance 
and the Department of Supply and the Purchasing Organisations under 
this Department only follow t h ~ s  prescribed policy. The Committee's observa- 
lions have becn noted by the Ministry of Finance. In this connection atten- 
tion is invited to the reply given in respect of Serial No. 74 infro. 

Recommendation 
The Committee are glad to note that the Ministry of Finance have 

issued revised instructions promptly for payment in respect of order placed 
through the Overseas Purchase Organisations either direct or  against D. G. 
S. & D. crossmandates. 

The Committee hope that as a result of the instructions for makingpay- 
ments to overseas suppliers for purchases made by Public Sector Under- 
takings (other than Government Departments) the cases of delays in the re- 
imbursement of the amounts hy the Public Sector Undertakings will be eli- 
minated in future. The Committce hope that the Ministry of Finance would 
keep a watch over the new procedure to ensure its smooth working. 

[Sl. No. 73 (paras 4.213.4.214) of Appendix XXIII to  68th Report 
(Third Lok Sabha)]. 

Action taken 
The observations of the Committee have been noted. 



The Committee hope that as a result of the drive i n i t i a a  by the Minis- 
try, the  autstanding amount of deposits will come down coxWerably and 
paymrnta will be made promptly .in future. They also desire that watch 
should be kept over the outstandinp so as to liquidate them as early as possi- 
ble. 

A. 
[Sl. No. 74 ( h r a  4.218) of Appendix XXlll to the 68th Repcrt of the 

PAC (Third Lok Sabha)]. 

Action taken 

The Ministry of Finance under their 0. M. No. F. 1(48)18/66, dated 
the 13th December, 1966, have laid down that the India Supply Missions in 
London aqd Washington will make the payments to the suppliers abfoad in 
terms. of the contractual obligations and send the original set of import 
documents to the Office of the State Bank of India mentioned by the Importer 
in his indent. He will simultaneously send an intimation in this regard to the 
Accountant General, Central Revenue and the Indentor, together with the 
details of the amount paid and the date of payments. On receipt of this 
negotiable set of import documents from the Purchase Organisation 
abroad, the concerned Branch of the State Bank of India will release the 
same to the Public Sector Undertaking or its agent only after Rupee equiva- 
lents of the amounts paid to the suppliers together with charges, if any, 
levied by the Purchase Missions have been paid for credit into Govern- 
ment account along with interest at 6 % for the period between the date of 
payment to the foreign supplier and the date of depositing the Rupee equiva- 
lent. However, in the light of the experience gained so far the procedure 
prescribed under the 0. M. of 13th December, 1966, has been reviewed by the 
Mlnistry of Finance in consultation with the Comptroller and Auditor Genera1 
and High Commission for India in U. K. and certain revised instructioos, 
which would ensure that the Public Sector Undertakings do not default in 
reimbursing the amounts paid by the Overseas Purchase Organisations on 
their behalf. are proposed to be issued. 

It is hoped that with the measures already taken and those proposed 
to be taken, the defaults of the Public Sector Undertakings in this regard will 
be eliminated. 

Recommendation 
"The Committee note with regret the delays in furnishing utilisation 

certificates by the grantees. The Committee reiterate their earlier recom- 
mendstion contained in para 80 of their 39th Report 3rd Lok Sabha and 
regret to note that the efforts of the Ministry of Finance in streamlining the 
procedure for submission of utilisation certificates in time have not yielded 
the desired results. The Committee do not appreciate the same argumeats 
for delays being put forward again and again by the different Ministries/ 
Departments and desire that the Ministry of Finance in consultation with 
C. & A. G. should review the procedure and issue suitable instructions 
for the guidance of all the Ministries/Departments so that they could speed up 
the submission of the utilisation certificates." 

[Sl. No. (75 para No. 5.6) of Appendix XXIII of 68th Report (Third 
Lok Sabha)]. , 



As desired by the Committee thiextant procedure has been reviewed in  
ansultatian with the C. & Ar. G. and suitable in@wtions haye been issued 
to all the Ministries, vide Finance Ministry's 0. M. No. F. 14(6)-EII(A)/67, 
dated 16-2-1 968 (copy enclosed). 

N- .  F. 14 (6)-E. IZ(A)i67 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

New Delhi, the 16th February, 1968 
OFFICE MEhR3RANDVM 

SUBJECT : 68rh Reporf of P. A. C. (3rd Lok sa6ha)-~ecommendafion No. 
75-Delay in issue of utilisation certificates. 

The undersigned is directed to refer to this Ministry's O f f i ~  Memo- 
randum No. F. 14(5>E. II(A)/64, dated 2241965, wherein it was laid down 
that release of further grants to institutions which fail to furnish proof of 
proper utilisation of thc earlier grants within a reasonable time should be 
considcrcd only i n  very exceptional circumsta~ces to be kept on w o r d  by 
the sanctioning authorities. 

2 .  It, however, appears that thc position in regard to submission of 
utilisation ccrtificatcs by sarctioning authoriiics to Audit is still not ratis- 
factory, as has been obsc~ved by P. A. C. in 68th Report. The relevant 
portion of the recommendation is reproduced below: 

"The Committee note with regret the delays in furnishing utilisation 
certificates by the grantes. The Committee reiterate their 
earlier recommendation contained in para 80 of their 39th 
Report (3rd Lok Sabha) and regret to note that the cfforts of the 
Ministry of Finance in streamlining the procedure for submis- 
sion of utilisation certificates in time have not yieldrd the desired 
results. The Committee do not appreciate the same arguments 
for delays belug put forward again and again by the different 
Ministries/Departments and desire that the Ministry of Finance 
in consultation with the Comptroller & Auditor General should 
review the procedure andissue suitable instructions for the guidance 
of all the Ministriespepartments so that they could speed up the 
submission of the utilisstion certificates." 

3. The Ministries/Departmcnts who sanction grants-in-aid are rcques- 
ted to ensure that btilisation certificatts are furnished to the 
Audit within the target dates fixed for the purpose. In orde 
to erable them to kecp a watch on the timely submission df 
these certificates. the following supplementary instructions 
should be observed : 

(i) The target dates Axed for submission of audited statements 
of accounts by the grantee institutions. etc., should be not l&r 



than 15 months from the date of sanction of the grant. The sanc- 
tioning authority should ,make it incumbtnt upon thc grnn!ec 
institutions to submit the statements within the stipulated penod 
by including a clause to this effect in the sanction letter. The 
utilisation certificate should be submitted by sanctioning authority 
to the Audit, not later than 18 months from the date of sanction 
of the grant. 

fii) Government of India's dtcision 3(c) bclciw rule 150 of *c  G. F. 
Rs.. 1963. requires the sanctionirg a~itliority or an authority 
authorised to countersign bill for grant-in-aid, to maintain a 
register of grants for indicating particulars in regard to amount 
of the grant, date of sanction, date of drawal, etc. Thc 
following additional columns should be provided in the Register: 
(ix) Date by which statcments of accounts ctc. arc rcquircc~ 

to be furnished by the grantee. 
(s) Date by which utilisation ccrtificate is rcqui~td tc bc 

furnished by sanctioning authority to the Audit Officcv 
and/or Accounts Officer, as the casc may be. 

(xi) Date by which statements of accounts, etc., arc actually 
received. (In ewe, there has been delay in the receipt 01' 
these statements, the reasons therefor as well as tffort\ 
made by thc sanctioning authority/Countersigni11g Authorit! 
to expedite submission of such statcrnents may be clcarly 
indicated). 

,(xii) Date of submission of utilisation certificate to thc Audit. 
(In casc there has been delay in submission of Utilisation 
Certificate to Audit, the reasons thcrcfor may be clearly 
indicated). 

( ~ i i i )  Unspent balanw. if any. (indicate whether the unspent 
balance has bccn surrcndercd by the grantee institution). 

(iii) The Register should bc put up once every month to an ofticcr not 
below the rank of a D2puty Sccrctary concerned in the hlinistrics 
of thc Central Govcrnmcnt/Hc;,d cf thc Dtpnltmcnt. .4ry wee. 
of delay in thc receipt of statclnents of accounts, ctc., from thc 
grantee or the submission of utilisation ccrtific~tc should be speci- 
fically brought to his notice. Audit should also be informcd of 
the reasons for delay. 

4. These instruction\ will be incorporated in the Gencral Finaiici;~l 
Rules, 1963, in due coursc. 

Recommendation 
The Comrnittcc rcgrct to note that the Dcpartmcnt of Rehabilitation 

was too slow in issuing utilisation ccrtificatcs as will be evident frcm the 
fact that the Department could issuc utilisation certificates in rcspcct of 24 
cases only against 91 outstanding cases. The Comrnittcc fccl that the Dc- 
partment of R~habiiitation should have a better control over thcse institu- 
tions to whom grants wcrc/are released and should try to persurtdc them to 
furnish the certificates and information connected thcrcto without :my undue 
delay. 

[Sl. No. 76 ( para 5.1 3) of Appendix XlXllJ to 681 h Reporr (Third 
Lo k Sabha)]. , 



Action taken 
According to the Audit Report, 1966, there were 103 cases involving 

a,total amount of Rs. 70.52 lakhs in respect of which utilisation certificates 
were outstanding from the Department of Rehabilitation. That .this 
Department was concerned with 91 cases only out of 103 cases as reported. 
Out of these 9lcases, 24 cascs were cleared up to 30-9-1966. Thus, the remain- 
ing 67 cases involving a sum of Rs. 23.81 lakhs were outstanding on that 
date (30-9-1966) for submission of utilisation certificates. These included 
2 cases in rcspect of which certificatcs for part amount (Rs. 1.58 lakhs) had 
already becn furnished to Audit. A statement showing the detail. of 67 
cascs is erlclosed (Statcmcnt 'A'). 

2. Out of the 67 cascs, involving a sum of Rs. 22.23 lakhs (Rs.  23.81- 
Rs. 1.58 lakhs) which were outstanding on 30-9-1966, utilisation certificates 
in respect of I7 cases have also since becn furnished to Audit. In 
addition, Utilisation ccrtificatcs in rcspcct of'a part amount (Rs. 30,000) 
in another case was also forwarded. These utilisntion certificatcs acccunt 
for :! total sum of Rs. 6.24 lakhs as shown i n  Statement 'B' (ercloscd), 

3 .  Thus, utilisation eel-tificatcs in  r ~ s ~ i c t  of 50 caccs i~:\.olving an 
amount of Rs. 15.99 Irllih\ ale still outstanding a> shown in the Statement 
'C' Icncloscd). 

4. r11 order to cxpcditc the fitia11s;ition o f ~ l i i .  outstanding audit objec- 
tionh, the Stntc Govcrumcnts have been requested to cxpeditc the suh- 
nlissio~i of utilisation certificates. In somc case>, Exprcss Trlcgramc have 
also becnscnt tothe Statc Governmcnts. This Department has been mrking 
considcrablc efforts to zct thc audited :mounts of thc Institutions to whom 
grants have been madc ~ I I  (.ider to i\sue utilisntion cc.l~;ficirtcs, Rc m ;I d e ~ s  
at all levels havc been issued; thc difficulties pointcd cu t  by many 
institutions are of the following natur-e : 

(i) Finalisation of the plans for the construction of building, 
(ii) Non-availability of construction nlatcrial like cement etc., 
(iii) Revision of thc cost of construction on account of the upward 

trend in prices of labour and building material, 
( iv) Consequent revision of building p l m  in somecases as a result 

of paucity of funds. 
5. In many cases the institutions haw k e n  asked to rcfund the 

amounts not spent by them, but they havc assured that the funds would be 
utiliscd soon and havc asked for extension of time. 

Thc Cornmittce would suggest that thc Ministry of Financc in consults- 
tion with the C. & A. G. should dcvise a procedure which would not. 
only hclp to clear the backlog of arrears pending with the different Minis- 
tries but will also expedite their timcly disposal in future. 

They~are, howcver, glad to note that the Ministry of Financc have 
taken initiative to tackle the situation and have taken certain measum in 
this connection. They would, howver, liku to point out tbat thc position 



.of amars in regard to the Ministries referred $Q above is not very satisfactory 
and calls for immediate action for their dispqsal: 

[SI. No. 77 Appendix XXIU to 68th Report (Third Lok Sabh) of thg 
Public Accounts Committee 1966-671. 

Action taken 
The' observations of Public Accounts Committee have been noted. 

Necessary action has been taken in the light of the recent instructions of the 
Ministry of Finance vide their D. 0. No. F. 12(49)/Coord/66, dated tho 27th 
February, 1967. 

2. 0 u i  of 1,105 Audit Objcctions relating to the Department of Labour 
andEmployment as per Audit Report (Civil) 1968, 694 cases have bcen 
settled. The number of outstanding objections as on 5th July, 1968 was 41 1 .  

3. As against 455 outstanding paras in inspection Reports relating to 
the Department of Labour and Employment as p:r Audit Report (Civil) 
1968, 189 paras had becn settled. The number of outstanding paras as on 
5th July, 1968 was 266. 

4. Necessary action is also bcing taken to settle the pcnding objections 
as carly as possible. 

Recommendation 

The Committee would suggest that the Ministry of Finance in con- 
sultation with the C. & A. G. should devise a procedure which would not 
only help to clear the back-log of arrzars pending with diffcrcnt Ministries but 
win also expcdite their timely disposal in future. They arc however, glad to 
note that the Ministry of Finance have takcn initiative to tackle the situa- 
tion and have taken catah measures in this conncction. They would 
however, like to point out that the position of arrears in regard to the: 
Ministries referred to above is not vcry satisfactory and calls for immc:diatc 
action for their disposal. 

[Sl. No. 77 of Appendix XXIII Para No. 5.26 of 68th Repc3rt-Public 
Accounts Committee (3rd Lok Sabha)] . 

Action taken 

The observations of Public Accounts Cornmitee have bcen noted. 
Special steps have been taken to clear the back-log of pending Audit Objec- 
tions and Inspection Reports and to ensure their prompt clearance in future. 
The heads of certain Departments and Union Temtories, in which therc 
was a huge pendency of Audit Objcctions, were requcstcd d~mi-officially on 
1-6-68 at the level of Additional Sc cretary to dcvotc thcir personal attention 
to this matter. It  was also suggistid that special steps should be takcn to 
clear t h ~  back-log of pending objictions, particularly those rclating to tho 
period prior to April, 1963. For attaining that obj~ctive,tlicy wcrc r~ques- 
ted to undcrtakc a sp-cia1 drive and settle as many obj ctions as possiblc by 
holding discussion whcre necessary with the Audit authorities at &?propriatc 
Foot Noti : The,information regarding Audit Objections/lnsp~ction Reportt, shown as 

settled has not been got confirmed from Audit. 



' 2. Out of 11,187 Audit objections relating to the Ministry of HGIZE 
Maim as per Audit Report (Civil) 1968, 3503 cases have been settled 
(3@&1%8). Similarly, as against 3,790 outstanding paras of Inspection 
Reports, the number of pending paras as on 30-6-1968 was 1,915. 

3. Necessary action is also being taken to settle the pending objections 
as early as possible. 

Audit Observation 

Audit could not verify the position stated in para 2 of the above notc. 

Reply of Government 
The figures givcn in para 2 of the above note are based on information 

famished by the various attached and subordinate organisations and the 
Union Territory Administrations. The A. G. C. R. could not verify thcse 
figures as clcarancc crtificates havc not b x n  obtained from thc respzctivc 
State Accountants General in confirmation of these figures. 

Recommendation 

"The Committee would suggest that the Ministry of Finance in consul- 
tation with the C. & A. G. should devise a procedure which would not only 
help to clcar the backlog of arrears pcnding with the different Ministries 
but will also cxp-dite thcir timely disposal in future. They are, howcver, 
glad to notc that the Ministry of Finance havc taken initiative to tackle 
the situation and have taken ccrtain mcasurcs in this connection. They 
would, howcvcr, like to point out that the position of arrears in rdgard 
to the Ministries rsferrid to abovc is not very satisfactory and calls for 
immediate action for their disposal." 

[Sl. No. 77 (para 5.26) of Appmdix XXIII of 68th Report (Third Lok 
Sabha)]. 

Action taken 

The remark of th: Committee have b:en noted. The posit on of 
ontstanding objtctions is as bclow. 

2. In para 152(i) of the Audit Report (Civil), 1966, 1 132 outstand- 
ing Audit Objcctions wcre shown against this mpartment. Out of the aid 
1132 outstanding audit objections, 41 pxtained to thc Ministry of Tourism 
and Civil Aviation and 300 obj:ctions were duly settled leaving only 791 
outstanding as rcportcd in this Ministry's O5ce Memorandum No. 11-C 
(47)/66, dated the 15-2-67. 

3. In para 132 of the Audt Report (Civil), 1968, 792 outstanding 
audit obj.:ctions have been shown against this Ministry. The settlement of 
Audit objections have been rewiving the continuous attelltion of this 



Ministry. The table below explains the break up and latest position in res- 
pect of these audit objections according to audit circles : 
SI. Outstand- Objec- Objec- Objec- 

No. ' Same ing tions tions tions Balance 
of A.G. Objec- not pertain- since unsettled year- 

tions pe.rtain- mg settled wise break-up 
Ing to pertain- 
to Deptt. ing 

this of to 
Ministry Transport Transport 

Ministry -- - - 
1 2 3 4 5 6 7 

(1) A.G. Orissa 

(2) A.G. Mysore 
(3) A.G. hlaha- 

rashtra . 

(4) A.G.C.R. 

(5) A.G. MaJras . 93 6 

(6) A.G. West Bengal 73 . . 73 

(7) A.G. Gujarat . 16 . . 16 

(8) D.A.G.C.W.M. 
Bombay . 41 5 36 

17 1 for 64-65 
8 for 66-67 - 
9 

1 NIL 

.. 33 Prior to 62 
1 for 62-63 
9 for 63-64 

63 for subsequent 
period. - 

lo6 

16 3 Prior to 611 
I fbr 62-63 

. . for 63-64 
6 for 65-66 
6 for 66-67 

16 

60 1 for 63-64 
1 for 64-65 

20 for 65-66 
5 for 66-67 -- 

27 -- 
. . 3 for 63-64 

70 for subsaquent 
period 

73 

4 7 for 64-65 
5 for 6667 - 

12 - 
15 2 for 65-66 

19 lor 66-67 - 
2 1 - 



(9). D.A.G. TAD Cen- 
tral Calcutta . 24 24 5 2 for 65-66 

17 for 66-67 

(10) A.G.C.W. & M. 765 . . 36s . . 48 prior lo 61 
15  for 62-63 
30 ~ C N  63-64 

262 for subseqwnt 
pcriod 

I for 63-64 
7 for subwqctcnt 

period 

(11) A.G. Uttnr Prn- 
tlcsh 12 I ?  . . . . Nil. 

TW AI . 70 1 1; 7 69 I I X  H1 prior t i >  63 
27 for 62-67 
44 for 63-64 

496 for sub\c- 
qtrcnt WI- id .  

6 I 

As against 1132 audit objections reported in  he .4udit Report (Civil), 
1966, only 792 audit objections have been reported in the Audit Rewrt 
(Civil), 1968, out of which 23 plrtain to  the Ministry of Tourism & Civil 
Aviation and 769 to this Ministry. 

4. It will be sccn from the table above that out of the said 769 objec- 
tions, 51 4 have becn settled according to the information furnished by the 
Heads of Departmcnts/Offices. However, the Audit officcrs have not con- 
firmed the same in spitc of repeated reminders. According to the information 
fi~rnishcd by the Audit offices only 118 objecrions haw becn admitted bv 
them, 155 outstanding objections art: more than 3 yean old. This infor- 
mation has bccn compilcd on the basis of thc particulars obtaincd fi.on.1 the 
Accountant Gcnerals concerned, (copies cnclowd). 

5. Bulk of the ob.jcctions (365) pcrtnin to thc A. G. C. W. & M.. xiw 
Delhi. Against thcac 365 objcctionv only the dctilils of 318 objection, have 
been filmishcd. Rcplics to 735 objcctiom Jwvc alrcody bccn s c ~ t  to Audit, 
M3XSSt69-- 



6. Vigorous steps are continued for expeditious settlement of tlic. 
remaining objections. 

(Min. of Transport & Shipping 0. M. No. 11-Budget (35)/67 of 
5- 10-681 

Copy of the letter No. DAl(Gr.)/P/A/190-91, dated thc 29th June, 1968 
from the Accountant Gencral. Mysore. Bangalore to  the Secretary to the 
Government of India. Ministry of Transpbrt and Shipping, New Delhi. 

Sve~~c~:--Audit  ol$cctions and Audit Reports. 

In accordance with the Ministry of Financc Oficc Memorandum No. 
F. 27(7) E. G. 2.153. dated the 9th October. 1964 and 26th April. 
1955 I am to forward a statement showing audit objections and 
inspection Reports outstanding on 301 h Septt mhcr. 1967 hut not r:lcascd to  
end of 31st March. 1968. 

Recommendations 
During evidence. the Committcc were informed that it was ditficult 

to  know about the savings before hand because thc tempo of work increased 
during the month5 of October-March and the Dzprnrtm:nt of Civil Avia- 
tion did not get up-to-date figures of cxpenditurc from the C. P. W. D. on 
which reasonable cstimatcs could be prcparcd. The Committcc fccl that 
both the Departments of Civil Aviation and Ministry of Works. Housing 
and Urban Developnwit should consider the ways and mcms to get over this 
difficulty and evolvc 3 procedure which would fi~cilit:~tc compilation of 
figures at a timt' \vhich would faci1itat.c. s u r ~ ~ e n d c ~  of anticipated savings 
well in advance. 

[Sl. No. 78 (Para 5.30) of Appcndi\ SXIIl to tllc 68th Report (3rd 
Lok Sabha)]. 

They also f d  t h d  there ihould be :I bcttcr co-ordinat~on between the 
d~ffercnt circles of the C.P.W.D. and the Dcpartmcnt of C~vil Aviation in tllc 
maintenancc of accounts. a i  aho  regular rc'vlcn of progrcsi of cxpenditurc 
by the Ministr! cLcr! month. cspcciallg durlng thc clo\tng monthc of thc 
financial year. 

[Sl. No. 78 (Pxa  5.31) of Appendix XXIlI to thc 68th Report (3rd 
Lok Sabha)]. 

Action taken 

Suitable instructions for the submission of the progress reports of 
expenditure by the Executive Enginecrs/Superintending Engineers to  the 
Chief Engineer, Northern Zone, by the 12th of the month following the 
month to  which the report relates and by the latter (who would in turn send 
the same) to  the Director General, Civil Aviation by the 25th of that month 
have since been issued by the Eenginer-in-Chief, Central Public Works 
Department in his letter No. 10(4)/66-B (E-In-C) dated the 5th July, 1968, 
(copy attached). Instructions t o  exercisc mom effective control over 
expenditure have been issued by this Ministry also to the Director General of 
Civil Aviation in our letter No. 1-VB(241167, dated the 6th JuI .~ ,  1968 (copy 
attached). 



A NNEXURE 
COPY 

No. 1/4/66/B (E-in-C) 
GOVERNMENT 'OF INDIA 

OFFICE OF THE ENGINEER-IN-CHIEF 
CENTRAL PUBLIC WORKS DEPARTMENT 

NlRMAN BHAWAN 
Dated, New Delhi the 5th July, 1968. 

MEMORANDUM 
S L J B J E C T : ~ ~ ~ ~  Report of the P. A. C. on Appropriation Accounts (Civil) 

1964-65-Submission of Progress reports of expenditure to the 
Department of Civil Aviation. 

The Public Accounts Committee while examining the Appropriation 
Accounts (Civil) 1964-65 of the Department of Civil Aviation recommended 
the follwoing in the 68th Report :- 
S1. Para 68th ReportlMinistryI 

No. No. of Department (Appendix No. XXII!) 
thc Report concerned ConclusionslKecommeridat~ons. 

-- - 
78 5 .30 Departnient of Civil During evidence, the committee were 

Aviation (Ministry of informed that it was diffiucult t o  know 
of W.H. & IJ.D.) about the savings before hand because 

the tempo of work increased during 
thc months of October-March, and 
the Department of Civil Aviation did 
not get up-to-date figures of expenditure 
from the C.P.w.D. on which reasonable 
estimates could bc prepared. The Com- 
mittcc feel that both the Department 
of Civil Aviation and Ministry of  
W. H. & U. D. should consider the 
way5 and means to get over this diffi- 
culty nnd evolve a procedure which 
would facilitate compil3rlcrn of figures 
at a time which would facilitate surren- 
der of anticipated savings well in 
advance. 

( C . E . . C . P . W . D . )  
7 hey also feel that there should be a bet- 

tcr coordination between the different 
Circles of the C.P.W.D. and the De- 
partment of Civil Aviation in the main- 
tcnance of accounts as also regular 
review of progress of expenditure by 
the Ministry every month, eswial ly  
during the closing months of the finan- 
cial vear. 

-- - -- . - - -- -- ( C . E . , C . P . W . D . )  

Thc Scretary, Civil Aviation s t w d  that the Department of Civil 
Aviation had not receivcd up-to-date figurcs of cxjxnditure on which to 
baw a reasonable cstimatc, hcncz thc abovc recommendations of the Public 
Accounts Committee. 

0 

According to the proc~durc in forcc thc progress report of expenditurr: 
for a particular month is rcquilud to bc sent to D. G. C. A. by& 25th of 



the following month. It is, howevcr, observed from the report sent by 
C. E., Northern Zone that the progresv reports of expenditure for the p r iod  
September, 64 to March, 66 were sent by his office to  the Department of 
Civil Aviation late by periods ranging from one t o  three months from the 
date ' on which these becamc due to  that Department . 

The prescribed financial estimates for budgeting and rzview viz. Schc- 
dule of Demand, Six monthly estimates and Final Budget Estimates rogcthcr 
with the monthly progress reports of expendituarz arc sufficient to mdicate 
the excesses/savings well in advance to  enable the Department of Civil Avia- 
tion to ask for additional funds or surrcnder them, as considered necessary. 
However, there is imperative need for adhering to the datcs prescribed for 
submission cf the expenditure returns t o  that Department. 

All Executive Engineers arc requested to adhcrc strictly to thc target dates 
laid down for submission of the monthly progrcss reports under Civil Aviation 
heads to C. E., Northcrn Zont.. C. P. W. D., R. K. Puram, Ncw DAhi by the 
12th of the month following the month to which the report rclates so that 
C.E., Northern Zonc sends i t  to  I). G. C. A. by 25th of that montll 
pos1t1vr.Iy. 

Similarly the Schedulc of Dcmands. the h i x  monthly Es t i n~a t~s  & Final 
Estimates should be sent by E. E\./S. Es by the prcscribcd datcs to  ~ h c i r  
respective Zonal Offices who after consolidation will scnd them to thc C. E., 
Northcrn Zone. so as to reach the later well in timc as to enable him to pass 
on the information after consolidation for thc cntirc C. P. W. D. to tht 
D. G., Civil Aviation by the dates prcscribcd by them. 

Sd/- 
SECTION OFFICER 
. f i r  Engineer-in-Chief. 

To  
All C. Es/ S. Es./ Es. 
Copy to the Ministry of W. H. & S. with r c f e~nce  to thcir Icttcr No. 

5/3/67-Bt., dated 22-4-1967. 
Sd/- 

SECTION OFFICER 
/ i ) r  Engineer-in-Chief. 

-- 
A NNEXURE 

NO. 1-VB(24)/67 
GOVERNMEN r OF INDIA 

MINISTRY OF TOURISM & CIVIL AVIATION 
New Delhi, 6th Junc, 1968 

T o  
Thc Director General of Civil Aviation, 

New Delhi. 
SUBJECT :-Control of exp:nditurr: under Major Head "56-Aviation" and 

"1 12-Capital Outlay on Civil Aviation." 
Sir, 

1 am dircctcd to  say thit, as the Director Goneral of Civil Aviation is 
aware, cxpenditurc in excess of final grants has baen incurtcd dliring the con- 



' secutive 3 from 1963-64 onwards under the Groupheads "G-Works" 
and "L-Suspense"-under the Major Head "56-Aviation". Again, there have 
been large savings for some years under the Major Head "1 12-Capital Out- 
lay on Civil Aviation". This situation calls for remedial measures so as to 
avoid variation between the final grant and the actual expenditure. It has, 
therefore, been decided that in future the following requirements should be 
strictly observed to cxercise more effective control over expenditure :- 

(up Liability Registers should be properly maintained and checked so 
that the commitment made or to be made for any particular work 
and the anticipated dates of liquidation of liabilities are known 
in advance. 

(b) Rcconcilintion of' rxpmditurr : The departmental .figures of 
expenditure should be reconciled timely with those maintained by 
the Audit. 

(c)  Monthly returns of e.xpenditurc. indicating the actuals as also the 
estimated expenditure during the remaining period of the financial 
year, should be submitted in time by all your subordinate offices 
and by the C. P. W. D. in so far as Aviation Works ar- con- 
ccrncd. and in turn to Government by you, as requir~d under 
para 65 of the Gcneral Financial Rules (Revised and Enlarged, 
1963). 

(d)  PcvYodical rcriew of cxpe?~diturr should be carried out at more 
frequent intervals, say, after two or three months, as required 
in the late Ministry of Transport and Communications (Departments 
of Communications and Civil Aviation) letter No. 24-P(66)l 
61-pt., dated 13-9-1962 (copy enclosed). For this purpose to 
the latest figures ofexpcnditure and tht liabilities already incurred 
or to bc. incurred during the remaining period of the financial year 
concerned, should be taken into account. In the case of worka 
costing mom than Rs. 5 lakhs, and equipment the progress made in 
delivcry/execution should bc kept in view. 

2. A copy of the instructions issued in this regard by you may also be 
forwarded to this Ministry for information and rccord. 

Yours fait hfidly. 
Sd i- 

(J. N. Goyal) 
Joint Secretary to the Govt . of India. 

No. 1-VB(24)'67. Dated 6-6- 1 968. 

Cop>- forwarded to thc Ministry of Worhs. Housing and SupplyIEn- 
gintxr-in-Chicl. C. P. W. D.! A. Ci. C. R.. New Dclhi. 

Sd/- 
(F'. Prasad) 

Under Secretary to the Govt. of India. 
Recommendation 

The Committee do not feel convinced that the savings which had occurred 
under this h y d  could not have been foreseen or that a more realistic assess- 
ment of this requirement was not possible. During 1963-64 the savings of 
more than 67 ": of the original provision of Rs. 42.96 lakhs hadoccurred and 
the reasons attributed werc t he Samt' as these for the savings that occurred in 



1964-65. The Committee also feel unhappy ov2r the consistent shartfall in 
the implementation of Subsidiary Food Schemes especially in view of the 
present food situation in the country and would desire the Department t o  
take timely and special steps for full implementation of the schemes at 
the earliest. 

They hope that the Mihistry would exercise great care and make use of 
their past experience in drawing up their estimates more realistically in 
future. 

[S. No. 79 (Paras 35 and 36) of Appendix-XXm of 68th Report 
(Third Lok Sabha)]. 

Actioa taken 

During 1966-67 we have been able to utilise Rs. 51.38 lakhs (upto 
March 1967 Final accounts) out of Rs. 58.00 lakhs provided in the 
budget. The initial difficulties regarding the implementation of the Sub- 
sidiary Food Schemes has now been overcome and the work has gathered 
considerable momentum. One of the groundnut flour plants at Bombay is 
now being opaated departmmtally. The other plant at Coimbatore h a  
started operation. The funds provided for the institutes of Catering Tech- 
nology and Applied Nutrition arc being utiliscd In full. Steps havc also becn 
taken to set up 5 polytechnics in diffewnt states and the entire provision madc 
for the purpose is expected to be utiliscd. Two new projects regarding pro- 
duction of Balahar and the Blandcd Flour for supply to drought affected 
areas of Bihar are being implemented. It is anticipated that thcrc will br. no 
shortfall during the current year in thc utiliwtion of funds. 

Recommendation 

Thc Committee arc unhappy to find that thc cxpnding offiws had 
faikd to intimate to the Ministry in time: about thc probable savings as a 
result of which thc amounts could not be surrandcred by the Ministry during 
1964-65. The Committee hopc that th- Ministry would look into the mattc>r 
and find out to what extent the time takcn by the expmding offiw's was 
justified. The Ministry should furthcr take imrn:diate steps to issue in- 
structions to all the expading offiws to o b w w  the rulcs strictly so that 
such irrzgularites may not occur in futurc. 

IS. No. 81 (para 5.48) of Appndix XXll l  to thc. 68th Report 
(Third Lok Sabha)] 

Action taken 
Thc matter has been looked into and it has k e n  fobnd that the sp-nd~ng 

offices werc in most cases justified in not surrcndcring the saving during 
1964-65. Necessary instructions have, howcver, bccn issucd to all expnding 
offices to ensure that savings are surrendered to the Government i-diatcly 
they are foreseen without waiting till the cnd ofthc ycar. (Vide lcttcr No. 
52120167-AC.1, dated the 31st May, 1967--copy enclosed). 

This note has been seen by Audit. 

(Min. of .W, OM No. F-52/20/67-Ac. I ditttd 18-10-67) 



Governmmt of India 
Ministry of Home Affairs 

I .  AU Attached & Subordinate O f i c , ~  of the Ministry of Home Affairs. 
2. All the Union Territory Administrations. 
3. Union Public Scrvice Commission. 
4. Central Vigilance Commission. 
5. Department of Administrativc Reforms. 
6. Commissioncr for Linguisitic Minorities. Allahhad. 
7. D. G., Bordcr Szcurity Forcc. 
8. I). G.. Ci\4 Dcfcncc. 

NLW Dclhi-I. the 31st May, 1967 
l nt h Jyaist ha, 1889 

Sir 
I am dircctcd to say that the Public Accounts Committee in para. 5.48 

of 111c 68th Report (3rd Lok Sabha) observed that they were unhappy to find 
that the cxpendlng of-ticcrs had failcd to intimate to thc Ministry in time about 
thc probable sabings as a result of which the amount could not be surrendered 
by Ministry in 1964-65. It is, therefore, requested that bteps  nay pleasc be 
taken to ensurc that savings arc surrendered to Government ium~ediatcl~y 
they are foreseen without waiting till the end of the year unless they arc 
required to meet excesses undcr some other unit/units of the grant under 
your control whch are dejinitely.foreseen at the time. No savings should 
be held in rescrvc for possible futun. excesses. In this connection attention 
is also invited to the instructions contained in Note 1 and 2 below Rule 69 
of the General Financial Rules (Revised & Enlarged), 1963. Instructions 
to the above cfict may also please be issued urgently to all the offices under 
your administrative control under intimation to this Ministry. 

Authorised f i r  lssuc, 
(S. L. Seghal) 
Section O@c.er. 
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No. 5,'/20/67---Ac. 1 Ncw Delhi-1. 30th May, 1967 

9th Jyaistha, 1889 

Copy forwarded for Similar action to :--- 
BS(1). BS(I1). C.D.. E.R.. Prohibition Ccll. Wclfitre, AIS(IJ1) 
Policc I .  Policc(ll), Policc 1V, DH(S), Dellil, M.P. Directorate, 
CS(I1I) and Cash S~ct ion  of tlic Miniq11 of Hnnic Affairs. 

Copy also f01w.3rCIcd for info1 m:tt ion to :- 
I .  Minist I ?  of Finuncc (Home). 
2. Lok Sabha Sccrctariat (PAC Br:~nch). 

Recommendat ion 

Thc Committee vould likc to hc infornsd in duc c o u w  of thc rcsult 
of rhc evaluation of th; \clicnic\ of Public Coopcr~ltion undcrtnkcn b) thc 
Progamnic E\~aluatiori Orgtni5ation. 

[S. No. 84. 1xir.n 5 .59 of Appcndii XNITI of thc 68th Rcport (Third 
Lok Sahh:i)] 

Action taken 

The Propamrnc E\aluation Organ~sattori oi thr Pl'tnning Com~~lission 
undertooh c\aluatlon of the schtmc of Loh Karya K\hctr;+\ In  rural area4 
and not of all thc sc11cmc\ of Publlc Coopcrat~on 

The Evaluation Report of thc Programme Evaluation Organisation on 
thc Lok Karya Khet ras  in  rural areas sincc rcccivcd is I7or\r:~rdcd hcrcwith. 



GOVERNMENT OF INDIA 
PLANNING ' COM M JSSION 

. S t u l ~ ~ ~ n ~ w t  ~~01~10ii~i11g /'IIIV/J(Y ~II/~WIII~I~OII 1111 111c ~'IUIIII~II<~ Conrrniv\io~t'.\ rcp/y 
/o tlrc, Pirhlk /Ictwir~r/s Chnu~ri / rw .r ~ ~ ~ ~ I ~ I I I I I C ~ I I ~ ~ ~ I I ~ ~ I I J  ut \criol h'o. 84 (Purn 5 39) - 

o/ tlrcir 68111 Ripor/ ( 31d ' 1 . d  Strhl~cr) 
- .. -~ -. . . . 

Pclint\ raiccd hy the Suh-Coniniittce 
of the hh l ic -Account \  Kcpl~c.  

C'omniittcc 
-- .. - 

I 
-- . - - . - - 

(I) Reason3 for delav i n  finallsttion Tuo ticld ct~rdicr I,;:. -.Evaluation o f  ~ h e  Farnil! 
of Kcport on Study made i n  I064 Planning Programme and k\aluation o f  the 
and al\n stating preci\c action 1-(A Karya Kshctra, werc undcrtaLcri b y  the 
takcn in pur.;uaiicc o f  tlic S t d q .  Progranirnc rbalust ion Organi\ation o f  P!an- 

ning ('t ~nimis\ i rm 111 !car l Wrl-65. Priorit) 
\\a\. h ~ \ ~ e \ e r .  gibe11 t o  the completion of 
tlic rcport pcrta~nlng to  tlic F-arnily Planning 
I'rogrammc ; I I ~  11, report \\a\ rcleautd in  
June IW,Z. Therc.lltcr, the ticld data per- 
taining l o  the L.oh Karya Kchctra programme 
ua \  talc11 1117 1i1r tabul;~iion and anal>\l> 
and thc draft 1cpor1 wa\ ready by Eptemhcr  
1966. The I-cport rra5 then circulated aniong 
the ~ ~ i c m h e r \  ot' the €.valuation Advicnr? 
Hoard and ccmdercd i n  its sitting o n  
Jan~lar! 5 .  190-. T he Hoard had not corn- 
piered i t \  c o n 4 c x 1 t i o n  when ir  was aholkhed. 
The report u:i\ accorJincl! finaliced ant! 
rclea\etl un 3-- 12- 1%;. 

l i i l  A \ t ~ t c n ~ c n t  \ l ~ t l i r ~ l i g  .rctlon tahcn A\ a r c \ u l ~  ot thc r-ccomnic~daticm contuned 
o n  the I \ .a lu;~t~on Report \,f thc i n  thc 34th Kcptvt  o i  the Puh l~c  Accolln[\ 
Progr;imtiic t valuation C)r-gatii~.c- ( otl11111rtcc I T  1111-~i (.$)A S;ihIi,~ i. the < ?i:tx!i\e 
t i  I I 1 k .  O Y r  I f  t'u!icti(>n\ In r c l f t ~ o i ~  t o  ihc Pub l~c  C ~ w p c -  

m i ~ t ~ n  \ct~ci i  !x.\ lwei IOLI~:. haildlcd +,! thc 
Plann~ng ( o m l n l w o n  were iransferrcd to  thc 
V in i s t r t o  Lkpc~rtnwnts c~mccr l icd u.e.l-. 
1-1 -68 \ \ i t t i  the subject. Ctw\cque~it  o n  !he 
acceptance c~r thi, rccon~meridntion. thc 
i\cc.uii\c f~ l~ lc t in ,  i t 1  rc ls t i r~n i c r  t lw  PIC)- 
gratrltiie crl' 1 LA ha~-!.i K\hsri., cf<ursl) tsc.1-c 
~r:rn\<er~ed i t )   tic Ikpar tn icn t  o f  Cornmu- 
i t  c 1 e 1  I t i .  ,411 thc 
L~twiicctcd p;ikwr\ NCIC ~ r ;~n~ l ' c r r c ( l  t o  that 
Ikpar- in icni  I;v taC111e ~ u c h  ;iitioti a\  tllc\ 
c o i i ~ i l l c ~ ~ d  ;~jrp~.~q>r~;itc. Th;~t  I'epar-imcn~ i\ 
k i n g  rcqi~c\tcc! 1,) submrt a rcpl! t o  1-oh 
Sabha Secrctari:rt d~ i -LY~.  

-. - .  

YIOI~~IIM~II~ \IJO~~~JII~~ ~I~,I~(>II f d m  01 propottd 16, I)<. IO~C,II 011 f l t , ~  R < ~ ~ . O I I J I I J C ~ I J < / U I I ~ I I ~ \  
(11 flt,, t J 8 i l ~ l i , ~  I<,, t t r i v r ,  < ,m t~ ,~ i r f t v  ..WIJ,~{ \,>. S4  I ,,(I A, 5 .!L!i , J ;  lht,:l ($[/I 

K1p111 ( .3JJ 1-11!, .Sll/~/h I 

. - - - - - . . - 
( i i l  4 statcliicnt 4 i ou ing  ; t ~ w m  t;ihc~i 111 zw t i n i r a t~ t v i  c l t '  thc reph fumkhcd  by thc 

on  thc* f.'i ; i I u i~ t i o~ i  Rcptv l  o f  the P1mn111g C'IWIIW~~ILNI 111 I hc statenicnL 
f r i i ~ i i c  f . v i ~ I i ~ ~ t i ~ i  0 r g 1 1 -  c~ic lo\c i l  \\it11 letter NO. 2 4 8 )  67-Pub.. 
t ion on tlic 1-oh Knry.1 kshctr ;~\  J,ttcti 2-I-IUhQ, the fo l loujng i c  s t a t 4  : 
(Octohcr. t r i i .  



- 
1 2 - - ~ ~ . .~  

Copies or the Evaltration Report were cir- 
culated to the State Governments and 
the Bharat Sevak Sam4 for necessary 
action. in so far RS thcy \\ere concerned. 
Subsequently, Govcrnnwnt reviewed tbc 
functioning of the Lok Karyn Kshetra 
Programme (Rural) financed by the Centre. 
in the context. i ~ t t ~ r - a h  of the programme 
Evaluation Orgnnisations report. Taking 
into account the findings and other =I!- 
vant factors. the Government of lnd~u 
hat 4nc-c decided to disc~mrin~~e s s ~ t -  
an% to the programme, with effect from 
the 1st of April. 1968. The State (30- 
vernments and Bharat Scvah Samai h w c  
becn informed accordingly. 

- -. -- .- -- - - - -- - - - - . -. . .- - - - 

Recommendation 
In view ofthe fact that the Lok Karya Kshetras worked in cooperation 

with the Community Development Blocks and Panchnyati Raj Organisations. 
the Committee suggest that the feasibility of transferring the work in con- 
nection with the scheme of Public Cooperation to the Ministry of Food, A g i -  
culture, Community Development and Cooperation may he considered. Thii 
would help to achieve better coordination in the rmplementation ofthe various 
schemes of development and avoid any duplication of effort. 

[S. No. 84, Para No. 5.60 of Appendix XXIII of the 68th Report (Third 
.Lok Sabha)]. 

Action taken 

A similar recommendation was made hy thc t'ilbllc A C C O U I ~ I ~  c o ~ l i n i ~ l ~ ~ ~ ~  
earlier also ride S. No. 62 (Para 77) and S. No. 63(b)(3) (para 78) of Append t~  
XLVIlI to  the 34th Report (Third Lok Sabha). The Administrative Reforms 
Commission also recommended in their interim rcport on thc Machincrj ( ~ 1 '  
Planning that functions of a purely executive nature such as the responsihilit~ 
relating to  the Public Coopcration Division should he lcft to the Ministries 
concerned. 

2. The Government hake accepted the reci~mrncnd,ltion ol I hc Puhlrc 
Accounts Committee and have decided to transfer the exccuti\c functions 111 
relation to  the schemes of Public Cooperation to  the administraticc 
MinistrieslDepartments concerned with thesubject matter ofthe \chcrnc<. 
Thc transfer took effeci from 1st January, 1968. 



CHAPTER 111 

RECOMMENDATlONS/OBSERVATlONS WHlCH THE COMMITTEE 
DO NOT DESIRE TO PURSUE IN VIEW OF THE REPLIES OF 

GOVERNMENT. ' 

Recommendation 
The Committee note that in 1961 it was decided that the rates of intere\t 

o n  loans advanced to industrial undertakings in the public sector should, b> 
and large, be comparable with the rnterest rates on which first class companies 
in the private sector obtained their loan requirements. Tl,c Committee 
feel that the rates of 5 to 6 per cent for loans ranging from 2 to 15 years fixed 
b y  Government prior to 1st May. 1965 and also the rates of 6 to 7 per cent 
fixed from 1st May, 1965 arc not quite comparable with the then prevailing 
and the present rates paid by the first class companies in the prikate sector. 
The Committee. therefore, dehirc that the Mrnistry should examine this- 
aspect further. The Committee \tress that in order to have a t ~ u e  picture of 
the financial \rorking of the Industrial Undertakings in the publlc Scctor. 
thc rates of interest chargeable Slom thcm should mole be realistic. 

[S. No.  8-Pxa I -40--of Appendix XXIII t o  68th Rcport (3rd Lob 
.%t bha)]. 

Action taken 
The policy in  regard to the terms of loans to industrial undertakings in 

the public sector was explained in the note submitted to the Committee :id 
NO. F. 7(8)-W. &. M.166 datcd 29-12-1966. It was i n k y  niia pointed out 
therein that the interest ratcs ;Ire M I  fixed that they are by and large compara- 
able with the interest rates at  which first class companies in thc private sector 
obtaincd their loan requirements. The prcscnt interest ratcs on the loan< 
to public sector undertakings range from 6 t o  7 per cent depending I pon thc 
period of repayment and are higher than the ratcs at which the Central 
Government itself borrows. Nevertheless, the existing rates arc under revieu 
and the Committee's observations \vill be kept in view while taking the final 
decision. 

Further Information 

The policy in regard to the terms of the loan:, ad\anct. to indstrial 
undertakings in the public sector was explained in a note wbmitttd to the 
Committee ~lide No. F. 7(8)-W. 8: M./66, dated the 29th Deccmber, 1966. 
-It was inter alin pointed out therein that the interest rates are so fixed that 
they are. by nnd large, comparable with the interest rates at which first class 
companies in the private sector obtain their loan requirements and also 
that the interest rates are periodically reviewed. 

The Committee's recommendation in para 1.40 of their 68th Report 
has been carefully considered. I t  is felt that there would be a case for charg- 
ing the same rates of interest to public sector undertakings as  are paid by 
the private'sector concerns for their borrowings. provided that both are on 
par in 311 respects. This, howcvcr. is hardly so. In most cases the public 
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sector undertekings are engaged in capital intensive and slow maturing 
activities, but this by and large, is not so in the case of private sector concerns. 
The Heavy Electricals, Bharat Heavy Electricals, the Heavy Engineering 
Corporation and similar other concerns in the public sector are outstanding 
instgnces of capital intensive etc. enterprises and even the others are more or 
less in the same class, the variation being in degree only. Having regard t o  
this position, i t  would hardly be appropriate to lay nndue stress on any one 
aspect vi:.. the interest rates on loans to undertakings in the public sector, 
without taking into account other aspects relevant to the finances of public 
and private sector concerns. 

Nevcrtlieless, the difference between the rates fixcd by Government for 
public sector undertakings and those paid by private sector concerns is not 
bery significant. For example the Industrial Finance Corporation charges 
inferest at 8 per annum on its long-term lendings and the Government's 
lending rate of 77:, for long-term loans docs not compare very unfavourably 
with this rate. Further. the fact remains that the current interest rates at 
which Governn~ent lends to industrial a n d  comniercial undertakings in the 
public sector i'iz.. 6 % to 7 4;; arc nrorc7 than its borrowing rates for loans of 
comparable maturity vi;.,  4i Y, ;  for 5 years loans. 5 %  for 15 year loans and 
5i % for 25 year loans. The nisting landing rates to public sector under- 
takings satisfy the criterion of hcing 'h! and large comparable' with the 
interest rates at \vhich first class companies in the private Sector obtain 
their loan requirements and i t  is not therefore considered necessary to 
raise them further. This has the approval of the Deputy Prime Minister. 

Recommendation 
"The Committee feci that In view of the fact that the corns in question 

were rare pieces. the sale price real~sed i. e., Rs. 18.000 v as not at 
a11 reasonable. although 11 may habe been more than the inter- 
natronal price of the ?old content In them. This matter should be 
carefully looked into." 

[S. No. I ]--Para I . L A p p e n d ~ \  XXlll-68th Repol-1-(Third 
Lok Sabha)]. 

Action taken 
1. The total number of coins donated to the National Dcfence Fund 

\\as a little oker 7,500. With the approval of the National Defence Fund 
Committee. the bulk of thcsc were examincd by two numismatists of the 
Patna and Lucknow Museums who adjudgtd 1,419 coins out of t  hem as rarc 
ones. They also considered that these coins might fetch more than their 
intrinsic worth on account of their historical or other value if they were sold 
in foreign countries. Since therc was no prccisc or scientific method of 
valuation of these rare coins. the gold content was valued at the I .  M. F. ratc 
and the resultant figure was raised by 200 to 500 per cent ad hoc depending , 
upon the period to which the coins related to determine the probable price. 

2. The I .419 coins adjudged to be rarc were sent to thc U.  S. A. Later. 
however, the Indian Embassy in Washington intimated that according to the 
U. S. Law only €old coins considered as rare by the U. S. authorities could 
be sold in the U. S. A. The Curator of Numismatics of the Unitcd States 
National Museum, after a thorough examination of the coins, however con- 
cluded that only 103 coins out of the entire lot could, according to the 
U. S. standards, be adjudged as 'rare' ones and eligible for duty free import 
into and sale in the United States. After a good deal of barg a'n 
103 coins \vcrc .,old for S 1,527 which was the highest offer received. 



3. The remaining 1,316 coins were despatched to  the U.  K .  where (until 
April, 1966) the import of gold .coins %as allowed under Open 
General Licence and there were no exchange control restrictions for the 
import and sale of such coins. The lndian High Commission in London 
cBntacted certain firms of repute and they here invited to  inspect the coins 
for valuation and tender. They, however. pointed out that a number of 
coins were mere copies and had very little value for the collectors. The bcst 
offer w~ received from one of the parties u h o  selrctcd 271 coins for f: 803. 
which was accepted with the :~pproval of the Exccutive Ccn-mrttce c,f tllc 
National Defence Fund. The remaining 1,045 coins \\ ere dcspntchi d h;ich 
to  India. 

4. It will be observed that all possible ell'orts were made to fetch a good 
price in foreign markets for the selected coins. Further, as already intimated 
t o  the Committee, the total sale procecds in respect of the 374 coins were 
much more than the gold content thereof at the then prevailing international 
price. Moreover, as the gold was required for strengthening the official 
foreignexchange reserves of Government, there was no question of fetching a 
better price in India as an alternative to  selling abroad. 

5. A Committee of Expcrts including two Numismatists was formed 
last year to examine 773 coins which were not examined earlier and to suppcst 
their disposal. The Committee had inrcr d i n  recommended that of thc 
773 coins, 668 coins may be offered for sale in the foreign markets. In vie\+. 
however, of the past experience i t  has been decided. with the approval of the 
National Defence Fund Committee. that the above coins need not be sent 
abroad for sale and that efforts should be made to dispose of these to  the 
Museums in India. 

Recommendation 
Thc Committee also find from the slatenicnt that the B11arati.a Granlln 

Mahila Sangh and Indian Red Cross havc becn getting amounts ltskcd for h! 
them from gear to year. The Committee note. houebcr. that the grants gj \Ln 
to other organisations havc been comparatively much less uhen compared 
grants given to Bhal-at Seuak Sarna.1. The Committee feel that in v k ~  of 
these facts the Dcptt. of Family 'Planning may make an effort to ascert;ijn 
whether these bodics arc prepared to undertake more and more f:1niily plan- 
ing orientation camps. 

[S. No. 15. para ?.l&Appcndix S X I I I  to 68th Report (Third 
t o k  Sabha)] 

Action taken 
Noted. It nlay be nirntioncd that granst havc also been givcn for orien- 

tation camps to other all lndii~ organisations like the Bhartiya Gramin 
Mahila Sangh, lndian Rcd Cross Society and Family Planning Association 
of India. However, the sizc of thc grants givcn to thcse or_canisations is 
less when compared t o  those givcn to thc Hliaritt Scivali Sanlaj because 
thc limitation has becn the capacity of thcsc organisations to undertake 
thcsc activitics in an cRcctivc manner. 

Recommendation 



Even the Uepart~nent of Family Planning did not seem to attach importance 
to these ponditions and treated them as mere hopes expressed. The a m -  
mittee are unable to  accept this view. In their opinion laying down these 
conditions specifically was beneficial for purposes of avoidinp waste of 
rtxaurces. duplication of efforts aad for assessing the impact ot the scheme. 
I f  the dcpartnlcnt of Family Planning felt that these conditions were not 
capable of being strictly enforced. these should have been ntodified subse- 
quently instead of allowing such conditions as laid down by the Minister 
hinisclf to remain on paper only. 

[S. No. 1 L P a r a  2.19-Appendix X X  I I! to 68th Report-(Third . 
Lok Sabha) 1 

Action taken 
As already expli~incd by the Department's reprcsenlativc in his evidence 

before the Committee. while i t  is no douht tnlc that the holding of the camps 
has helped thc programme. i t  is diflicr~lt to :ISSCSS precisely the impact of 
thc work done. As will be appreciated. the nrientation camps arc purely 
I'or educational and motivational work and by and larkc it can be taken 
that the objcctivcs havc been achicved. because the message of family plan- 
ning has percolated to thc rural area\ in many parts of the country. 

Recommendation 
The Cotnmitttte sugge\t that the Mlnt\try 4muld a\h the v o l u n t a ~  

organisattun\ to indgatc. thc amount, of local contribution\ ctc relating to 
c,tch scllcmc 

S .  o 4 .  P i  :!32--4ppd11 \ \ I 1 1  to 68th Rcport (Third 
1-oh Sabha 

Action taken 
In comultatton with the Plmnlng Commlwon 11 \+a\  dc~ctdccl that thc 

F.P. Programme is to hc ccntr'dlq sponwcd \chcnic and entire cxpenditurc 
on this propranlmc b~ thc voluntarl organl\atlons on thc bask o l  approvccl 
xhemes should be met h! thc Govcrnn~cnt of  India A4 \uch no wntribu- 
ttom arc to bc enforced tor Iron1 local populatton 

Recommendation 

From tlw fact\ d t \c I~wd the irnprc\von of thc Conim~ttcc i \  that thc 
pi'rcentap of matching grant5 to be r a w d  h) the Sanlaj itcclf wa\ dwided 
c~ther  without taking into ccm~deration thc capability of the Samaj to raisc 
w c h  sham or that in order tu obtam the grant\ from the Ciovernrncnt. the 
Samaj Knowingly showed their capacltv to raisc matching grants at a much 
hi_chcr percentage than wa\ really possible. 

Thc Cornniittec find, however. from the Minutcs of the Sub-Committee 
of the Coordination Committec on Public Cooperation dated 5-5-66 that 
thc representative of the Minktry of Information and Broadcasting had 
pointed out that thc average collection\ by the %maj during the precesding 
three years on Plan publicity, was over 20 per ccnt. In these circumstances, 
the Committee feel that liberalisation of the condition of matching grant\ 
\\.a\ not jwtified. 

[S. No. 35 of Appendix X X I l l  to 68th Repon of the PAC for the year 
1966-671 



A& talcem 
Prior to the yaer 1959-60, the Jan Jagaran Vihbag of the Bharat Sevak. 

Samaj was given grant-in-aid by this Ministry for Plan Publicity to cover 
d&cit of income over expenditure. It was, however, found that without 
corresponding increase in activities, the annual expenditure was showing 
an upward trend without any corresponding increase on the revenue side. 
The print orders of the Bharat Sevak Journal 'and other priced literature 
were increased considerably and large stocks were held in hand. In the 
circumstances certain restrictions on expenditure were imposed. The res- 
trictions were largely based on the principles enunciated by the National 
Advisory Committee on Public Cooperat ion in the Planning Commission 
which inter-alia suggested that voluntary organisations should find at least 
25% of the expenditure from public fund independent of the Government- 
But the minimum limit of their quota was lowered to 174% to enable the 
Samaj to adjust its programme. To start with, this limit was fixed for the 
year 1959-60, the idea being to fix the target of 25% from the year 1960-61 
onwards. The Bharat Sevak Samaj represented that they could not under- 
take to give a matching contribution of 171% and requested that the con- 
dition be waived. This request was not acceded to. The grant for the 
years 1960-61 and 1961-62 was also released subject to the above hrmula 
of matching contribution by the Samaj. The Samaj ran into a deficit 
a\ they could not raisc the matching contribution of 174% during the years 
1959-60 to 1961-62. 

In February 1962. the Hharat Sevak Samaj represented that there was 
hardly any scope for raising any contributions in respect of their Mass 
Contact activity which was meant for making the pcpole plan-minded and 
dwakening in them a sense of sclf-reliance and cooperative effort, but which 
did not offer to the public anything in the shape of a useful local work or 
dssct. e.g. a school building, hospital etc. which could induce people to make 
contribution\. Thc matter was considered in August, 1962 at a meeting held 
in rhis Ministry under thc Chairmanship of Secretary at which the representa- 
tiws of the Planning Conlmission and Bharat Sevak Samaj and A.F.A. were 
present. Thereafter, in consultation xith the Ministry of Finance, the Samaj 
wwe sanctioned grant-in-aid during the year 1962-63 on the basis of the 
matching contribution of 55; in the case of Mass Contact programme and 
;r contribution of 25% in the case of other three activities. vi:.. Brochures. 
Bulletins anJ Bharat Sevak Journal. During the year 1963-64 also the 
p n t  was sanctioned on the same basis. excepting that in the case of the 
journal, the Samaj contribution was raised to 34%. During the years 1964- 
65 and 1965-66 also the yrant was released to thc Samaj on the same basis. 

With rccad t t ~  ~uh-parii 2. it may bc stated that thi.; Ministry had worked 
out the avcragc coilcction by thc Samaj during the ycars 1Yb2-63. 1963-63 
and 1964-65, as 20C;. Thc Rhant Sc'vali Samaj. howevrc. a rped  that the 
high perccntagc of incomc was duc to the special effort niade by them to 
rcalise n m c  inccmr: in the h o p  of retaining it, with a V ~ C W  to wiping off its 
~ c u m ~ l i ~ t ~ d  dcficit incurred during the years 1959-60 to 1961-62 and also 
due to the situirtion crcatcd hy the emtlrgency which helped them in collecting 
more revcnuc. 

The Sub-Conimitter recommended a uniform rate of 15:; as the match- 
ing contribution by the voluntary orgmisations. firstly because the represen- 
tatives of tbc Rhariit kvak  S;rmaj stated that on account of drought. high 
prim.  etc.. collections from the public had not hccn substantial and secondly 
that in the cvcnt of bringing in  other orpnisations also intoethe picture and 



lhat such orgunisations mifht not bc ablc to providc n mirlching contribu- 
tion iis high as 20%. 

It may be stated that thc g a n t  to the Bharat Sevak Saniaj has k e n  
suspcntkd by this Ministry as they have not been ablc to submit consolidated 
;tccounts and thcrcforc the decision on the above rcconimcndation of tnc 
suh-committee ha5 bccn dclkrrcd. 

Rccomrnendation 
Thc Committcc arc surprised to find that the amounts of Rs. 87,171 on 

itccount of advertisement charges, salcs procceds of books etc. and Rs. 5,764 
on account of sundry advanccs, for the pcriod relating to 1959-64 arc still 
pending recovery. What is more surprising is the f x t  that as stated in Audit 
para rl sum of about Rs. 74.000 was reported to he irrccovcrablc. Since a 
large amount of Rs. 0.74 Iahh out of Rs. 1.1 3 lakh is rcprtcd to be irrc- 
coverable. the circumstances unckr \c.hich thc an~ount bccamc irrccoyerablc 
nced looking into. The Committcc \vould like to kno\v the 1;rtcst pos~tion of 
outstandings. 

IS. Nu. 36 01' Appendix XXlll  to thc 08th  Kcport ol thc PAC for thc 
jcar  1 966-67 1. 

Action taken 
Out of thc total outxtanding amount of R.;. 02,935 (R.;. S7,l7 1 pit14 

5,764) thc Samaj have intimated that a sum of Us. 15.793 is being adjustcd 
h!, them against the sums duc 113 their provincial units in the accounts for 
the year 1966-67. As regards the bi11;incc rhc San~aj  arc' making cfforts to  
rcwver as  much amount ;I\ is possible. M'ith rcgard to the rcportcd irre- 
coverable amount of Rs. 70,000 (as mcnlioncd in the Audit Para) rind not 
Rs. 74,000 (ah indicated in the P.A.C. Rcport). the Samaj havc intimated 
that i t  is premature to arrive at a figure of irrecoverable amount. as cffc~ts  
are bcing continued to effect recoveries. The irrccovcrablc amount is yet to  
be complied and is expected to he much less. 

It may bc nddcd that the Samaj havc claim:d 1h:11 thc hCncfit in rcbp-ct 
of outstanding amount on account of advcr~iccni~:nt chargcs ctc. has alrtady 

accrued to the Government and the amount. if rccovcred would ht. a n  aswt of 
th= Samaj and if not recovered would bc. a loss to tlw Samj without affecting 
thc grant payable by the Government. Similarly. tllc Samaj havc claimcd 
that no grant has been claimed hy them in rcswct of thc advanccs which haw 
not bcc n adjubtrd. Thc grant on this would hc claimcd by them only \vhcn 
the accounts havc k n  rcceivcd and trcatcd a s  cspcnditurc. It may hc. :~ddcd 
that while calculating the grant. thc outstanding rc'co\~crics arc not t ; r l i ~ ~ ~  into 
account. 

Recommendat ion 
The Committee a x  not convinced with tk arguments givcn in cvidaicc 

that constituting Joint Plant Committcc into a scction 25 company under 
the Cornpanics Act would bc an ideal solution to give ri Icgal statu, 
l o  the Joint Plant Committcc. As thc Joint I'lan* Committcc would 
hc collecting a contribution of r u p  onc ptr tonnc or so from the main 
producers, the Cornmittcc feel t hat it is not quitc a corrcct principle to give 
such POWCTS to collccr a compulsorg levy to comp;ln\.- form of organisation. 
The Committic d o  not appreciate the plca given in c\idcncc that thc Joint 
Plant Camrnittec had no powcrs to collect a compulsory charge. and it is only 
the main producers who collcct a little additional ;unount and pirss on the. 
s ~ m c  to  the Joint Plant Committee. In thc opinion of tlic Cornmiltee, tllc 



authority to collect a compulsory charge assumes a wlour of a tax by whatever 
name called and hence it should not be entrusted to a company. 

[S. No. 39 para 3 -13 of Appendix XXIII to 68th Report (3rd Lok 
Sabha)]. 

The Committee, therefore, are of the view that the best solution to this 
problem is to place the Joint Plant Committee on a statutory footing as al- 
ready recommended by them in para 35 of their 39th Report and para 6 -27 
of their 54th report Third Lok Sabha. Even in evidence, it was stated that 
Government are not against forming Joint Plant Committee into a statutory 
body as such but they would like to have it only after steel has been completely 
decontrollzd and in the meantime, they proposed to have a company form of 
organisation. The Committee, however, feel that the interim arrangzments 
proposed to be mad:: by the Government do not in any way supplemat their 
ultimate objective of constituting Joint Plant Committee into a statutory 
body. The Committee further learn from a note furnished by the Ministry 
that among the main producers, Hindustan Steel Ltd. are in favour of a 
statutory constitution for Joint Plant Committee rather than a company 
form of orgainisation under the Companies Act. The Committee feel. that 
the Government can give the same powers to the Joint Plant Committee as the 
statutory organisation, as they would Like to give it to Section 25 company 
under the Companies Act. The Committee have not been given any convincing 
argument for not accepting their previous recommendations and also no 
strong case has been ma& out in favour of section 25 Company. In view of 
this, the Committee would like to reiterate their earlier mcomndation that 
the Joint Plant Committee should be converted into a statutory body. 

[Sl. No. 39 para 3 .I4 of Appendix XXIIT to 68th Report (3rd Lok 
Sabha)] . 

Action taken 
The points raised in the P. A. C. paragraphs mentioned above relate to:- 
(i) thc J. P. C. has no authority to collect a compulsory charge on all 

despatches of steel made by the main producers; 
( i i )  J. P. C. should be given a statuory footing. 

Regarding point (i) above thc Joint Plant Committee 'ass' of Re. 1 
per tonne is really not a ccss in the sense that it is payable or recoverable 
under a statute. The amount of Re. 1 per tonne on all sales was contributed 
by general agreement by the main producers in order to pay for the expenses 
and for the services provided by the Joint Plant Committee vir., planning of 
indents, drawing up of rolling programmes etc. The expews of Joint Plant 
Committee had to be borne by the producers, and for this purpose, in order 
to make thc contributions proportionate to the sales, it was decided that the 
main producers should pay Re. 1 per tonne on the despatches of Steel by 
each one of them. 

Regarding point ( i i )  above, the practical difficulties in for tbt 
Joint Plant Committee into a full-&d@ statutory body ant d e t z i n  a 
note submitted to the Lok &bha Secmtariat on 24th October, 1965. A copy 
of that note is enclosed (Annexure). The question of giving it a legal shape 
by convertinq it into a Company under Section 25 of the C&mpanies Act was 
under consideration. However, with effect from 1st May, 1967 Goventment 
lifted the control over pricing dnd distribution of all categorksof iron and 
steel and the work relating to thcsc was transfemd to Joint Plant CoCommitt~. 
M32LSS169-6 



With the removal of statutory control, the position changed and the m d  for 
Government to have formal connection with the Joint Plant Committee 
c u s d  to exist. The position was reviewed ~cent ly  and it b been decided 
to continue the organisation in its present form, especially as it has functioned 
in a responsible manner in respect of the tasks entrusted to it. 

The question of wnfcrring legal status on the Joint Plant Committee 
has been under consideration ever since its inception, as a resilt of the 
decisions takcn on the rccommendarbns of the Raj Commitlee. The 
Ministry of Iron and Steel explored the various methods of constiuting the 
J. P. C. into a statutory body. After a number of discussions with the Minis- 
try of Law, it was found that it would not be possible to give thc necessary 
leg1 shape to the J. P. C. by amending the Essential Commodities Act or by 
issuing orders under the Iron & Steel (Control) Order. 1956. The conclu- 
sion was that it would be necessary to have a full fkdged enactment defining 
thc constitution, tcrms and conditions of appointmentof its members, powers 
and functions, funds, control by Government rule making powrr etc. etc. 
The private scctor produccrs wme opposed to hnve a formalised constitution 
of rhe J. P. C. because the experience of working of the J. P. C. had been too 
short. They thought that it would be difficult within the frame work of a 
formaliscd constitution to take care of any problems that may be thrown 
up in its actual working. They were also opposed to the formation of J. P. C. 
into a company under the Companies Act. 

2. Hindustan Steel Limited were in favour of a statutory constitution 
rather than a company under the Companies Act. 

3. As a result of furthcr discussions with thc produccrs on the one 
hand and the Ministry of Law on the other, it was finally agreed that a com- 
pany under Scction 25 of the Companies' Act would be a suitable form for 
the J. P. C. The Iron and Stccl ControUcr was, therefore, asked to draw 
up a memorandum and Articles of Association of the proposed company. 
Thc private sector producers wanted vast powers in case J. P. C. was to bc 
put on a legal footing. This constitution vests the proposed company with 
most of the functions of the Government in the Ministry of Iron & Steel, 
and thc Iron & Steel Controller, without Government having any effective 
control on the working of the Company. Thc constitution as well as thc 
function of the company proposed by the private producers was not acceptable 
to Govenuncnt. Government was anxious that Iron and Stccl Controller 
should be thc first Chairman, preferably for a period of three years. Govcrn- 
m n t  also wantcd that there should be two kinds of rcwrvc powcrs in respect 
of the affairs of the Company- 

(i) to issue directives to the company which would be binding on the 
company; 

(ii) that the Chairman (Iron & Steel Controller) should have thc powcr 
to reserve any matter raised in a meting of the Executive Com- 
mittee for mfe~ence to Government and that t l ~  Government 
should have authority to issue such directions as may be necessary 
in thc public interest. 

One of the functions which the private sector produccrs wanted to bc 
entrusted to the proposed company was to advise Government as rgards the 
fixing of extras on controlled categories of steel. 
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4. Government was not W e d  to entrust the policies regding the 
deveicpnent of cel.industry and the production aud distribution of steel to 
the Jomt Plant &mmittw, without having rmfficient r a f c p r d s  to mrMc the 
Gpwxnmnt to intervene when public interest so reqwred. On the other 
hand, the approach of the private sector producers has always been to have a 
body practically independent of the Government in matten relating to the 
steel industry and the distribution and pricing 'of steel. Thty had this 
approacheven when it was i n t enw to incorporate the Joint Plant Committee 
as a Company and mote so if it was to be given statutury shape. Oa the 
whok, it seemed inadvisable to compel the producers to accept a Constitu- 
tion for and empowers of the Joint Plant Coht tee  to which they had objee 
tion, when an arrangement under S. 25 of the Company's Act could be worked 
more smoot My. 

5. It  was also proposed in the proposed form of the Joint Plant Com- 
mittee under S. 25 of the Companies Act to lay a copy of the annual report of 
the company before the Parlianwnt so that Parlia~wnt would have an oppor- 
tunity to formally disscuss the affairs of the company. 

6. The proposed constitution of the company is at present under dis- 
cussion with the main producers. 

RccOmmcBdPtion 
Thc Committee feel that the concession of allowing 10 percent exise 

duty to large-scale-manufacturers over and above to contractual price of 
boots had no justification. This advantage was given' to them from the very 
beginning when the orders wen: placed with them. The Government policy 
was to give some advantage to small scale units i. e. price preference by way of 
exemption from excise duty but the Ministry gave the advantage only to the . large scale manufacturers by paying them in addition to the price of boots, 
excise duty at 10 percknt ad valorem, depriving the smaller units of this 
advantage evcn'though the small units undertook more work with regard to 
supply of boots as compared with the larger units which will he evident from 
the fact that against thc pending indent of more than 23 lakh pairs of boots 
the small scale units got the orders for 8 -62 lakh pairs of boots while the 
larger units got orders for oniy 4.8 lakh pairs of boots. 

[S. No. 47   par;^ 4.10) of Appendis X;XITT of 68th Rc r o ~  r (Third Lok 
Sabha]. 

Action Taken 
In thc matter of purchase of shoes; no price preferttcc Has btirg $ k c w n  

to S. S. 1. Units at that time and, even now, no prefe~crce is bcirg 5fcvn !o  
t licm. 

2 In the present caw. conscqucnt qmn the dcclalaticn cf naticral tmcr- 
gency i n  November, 1962, demands amounting to 23,07,761 pairs of bcots 
ankle were receivcd from the Dcfence Selvicts. Ti may mcnticrcd that 
this was a very largc demand when ccmpsrcd to the no~rnal anr.ml purchase 
of about 4 lakhs of pairs for the &fence Sei vicc5. Thc dclivc I 1 r t  quir<d 
i n  respect of these demands was as follows :- 

Pairs 
Between k. 1962 and March. 1%3 . . - 6.62437 
Between .$pril. 1963 and Scpt. . 1963 . . . . . 6.37.557 
Bttwccn Oct., 1963 and April. 1964 . . . . 5.12,228 
Between May, 1% and kpt . ,  1964 . . . . 495,539 



3. As the requirement was much in excess of the available capacity in 
the country, a meeting was held on the 3rd Deceniber 1962 wi.th the reprcsen- 
tativts of all likely S. S. I. suppliers. The firm were asked to accept the last 
Pwchase Piice of Rs. 18.40 per pair but they wanted a higher price of m. 
20.50 p2r pair. After some persuasion, they agreed to a rice of Rs. 19.10 il, psr pair subject to the condition that the same price woula e offered to large 
scale mznufacturer, excise duty chargeable to large scale unit being allowed 
extra. This price was to be applicable for replacement of orders an$ delivery 
upto the end of Dxember 1963. Two supgliers offered to supply at Rs. 191- 
psr pair. The offer of one of these firms however, could not be accepted 
as  they failed to submit an acceptable sample. 

4. As a result of the above mantioned negotiations, it was possiblc to 
place orders on 16 S. S. I. : firms for 9,81yOO0 pairs. 

5. A considerable quantity, however, still remained to be covered. 
Accordingly, discussions were held with a large scale manufac~urer on lhc 
10th Dxember 1962. They also agreed to accept the same price of Rs. 19.10 
per pair plus excise'duty for an order of 3,00,000 pairs. Similarly, an order 
for 1,80,000 pairs was covered on M/s. Y another large scale m n u -  
facturer at the same price. I n  all, 14,61,000 pairs wcre ordered but rr 
subuantial quantity still remained to be covered. 

6. It is considered that, strictly speaking, no concession was allowed to 
large-scale units. The same fixed price of Rs. 19.10 was allowcd to S. S. I. 
units as well as large-scale units. The excise duty was allowcd in addition. 
It was, however a different matter that the S. S. I. units did not have to pay a 
any excise duty. It also needs to be mentioned that negotiations were first 
heldwith S. S. I. units and all the available capacity was covered on thcm.ft 
was only because the S. S. X. units could no supply the entire d c m n d  that it 
bxame necessary to tap the large-scale units. In the circumstances, thcrc 
was no option but to place orders on large-scale units also. 

7. The S, S. I, units have not been deprived on any advantage. The 
pricc WIS fixed after negotiations with them, and, therefore, their entire 
cnpxity was b~oked .  No order was placed on a large-scale units at the, 
cost of S. S. I. unit. If S. S. I. had to pay an excise duty, the same would have 
bzen allowed to them also. 

8. It mzy be mentioned that while 9.81 lakh pairs wcrc covercdon 
16 S. S. I. units, it was possible to cover 4-8 lakh pair on 2 large-sqlc 
units. Further, upto the end of September 1%3 while the two large-scale 
units supplied 4,18,377 pairs S. S. I., Units could supply only 6,08,448 pairs. 
In view of the urgency of the requirements it was as we11 that orders wcrc 
also placed on the large-scale units. 

The Committee are surprised to note that in September, 1963, the s m l l  
scale producers and one of the large scale firms on whom ordcrs had been 
placed were also allowed an ex-gratia increase of Real/- per pair on all supplies 
to b: effected by them on or after 1st September, 1963. The Committee 
find no justification for this ex-gratia increase in the dote of delivery was cx- 
tcnded bzyond September, as stated in cvidence, as there was a back log. 



If there was a back-log it was due to  the failure of the films to ketp to the 
delivery schedule. 

[SI. No. 49 (Para 4.22) of Appendix XXIli of 68th R e p a t  W r d  
Lok Sabha)]. 

Action t h e n  
The increase of k. 1 per pair was allowed only on the quantities which 

were scheduled for delivery on or.after the 1st Scpttmber, 1963 ard  r.rt on the 
backlog. The increased amount was allcwcd to be claimtd only after the 
supplies duc upto the 3Ist August, 1963 had bccn mzde 3rd paid f ~ r .  

Recommendation 
The Committee learn with surprise that no time was fixtd for the 

release of yarn by the Textile Commissioner to the cont1:ctcrs. Ccpics cf  
A p s  whcnever placed were ecdorscd to the Trxtilc Ccmmissioner a rd  the 
f i r m s  on whom AJTs were placed for blarkets mzde cf slxddy cc'mixtule, 
approached him for release cf ncccssaly y?rn. It is a p p l c n t  tlrat fhc  
Textile Commissioner was not addressed at sny stage by thc Minist~y in this 
regard #nor was there any spccific clause in thc contrzct to zhcw that the 
Textile Commissioner was bound to supply yarn to the contl,-cto~s wilhin a 
stipulated period for completing the contracts. This di:closure togethrr with 
the fact that there was no specific clause in the contrzct but only S~ccia l  
Instructions, about release of yarn by the Textile Ccn-missioner irdicate 
that the officc of the D. G. S. & D. ncver realiscd that the methcd zdcptcd 
by them in placing the contracts cculd only rc5~l t  in d r l ~ q  in s~pplies. As a 
matter of fact, owing to delay in supply of I aw-materials (shcddy) x m e  cf the 
firms expressed their inability to supply the blankets within the stiplatcd 
period and asked for extension which cculd not be refwtd. ?he lapxs  in 
this case defeatcd the purrose of urgent putchasrs. As a rcrult, thc Govcr c- 
ment gave the extensions ignoring the price trecd in thi ma] ktt .  This ~csull td 
in incurring extla expenditu~e of Rs. 27 lakhs which cculd have ixcn akoidcd 
with a little care and fore-thought. 

[SI. No. 52 (Para 4.39) of Appendix XXITI cf 68th Rcport flhird 
Lok Sabha)]. 

The Committee fail-to understand how the purchase organisations of 
the Government of India with so many years' experierce could be so careless 
in drafting their agreements which containtd xricus lacur~?e. S ~ c h  a 
situation required to be rcmedicd forthwith. 

[Sl. No. 52 (Para 4-40) of Appendix XXnI cf 681 h Rr FCI t (7 h i d  
Lok Sabha]. 

Actioa tmkta 
A perursl of A/Ts would reveal that under clause 'Special 

Instructions' a sub-clause has been incorporated Directing the firms 
to approach the Textile Commissioner for release of rawmaterials a h o  was 
nuthorised in that behalf to do the needful ar.d in the endorsement lo the A/T 
Textile Commissioner was rcquestcd to issue r?icessnl> cr dcl s fcr release 
of requisite quantity of raw-materials s~ ficient fcr n;: ncfi c t c ~ c  cf  the 
ordered uantity of blankets in the contract. In the face of these stipulation 
in the ~ . b ,  any further correspondence either with the Textile Cornmissioncr 
or the firm was unnecessary unless an ~pccific d 5culty in the matter mas r, brought to tlle notice of D. G. S. & D. y any of them. It would tK pointed 
out that special instructions or any other sub-clause under tha! heading are 
as much binding on the parties concerned as any othc r clause in the contracts. 



No time limit for the release of yarn by the Textile Commissioaer lo 11% 
contractors was specified, as being in the know of the precarious supply 
position of raw-haterials and the large demand$ of blankets, it was presumed 
that the Textile Commissioner might not be able to adhere to the specific 
date in the matter of release of raw-materials and his failure to d o  the need- 
ful by the specified date might result in legal implicatio~ls in rendering the 
an t rac t  void on that date. As such it was considered expedient and desir- 

cloncr. able not to fix time limits for the release of yarn by the Textile CommisY' 

From the performance position of the 12 contracts for blankets, it would 
be observed that against 7 of these, supplies were complct~d within the dclivc~ y 
period originally stipulated or refixed witbut  resclvation of rights under 
the terms of the contract and against 3 contracts, the outstanding quantities 
were cancelled for rcpurchasc at cheaper rates. It was only in rcspcct of the 
remaining 2 contracts that the supplies weJc delayed. In onc of thcsc two 
cases the delay was only 6 days which were regulated without liquidated 
damages and in the other case, liquidated damages amounting to Rs. 1001- 
were levied in terms of the contract. 

From the foregoing it would be observed that there has not been any  
abnormal delay in the execution of these contracts. Even if there hiive been 
delays, it is not because of any lapses or lacunae in the drafting of the contracts 
but because of the acute shortage of raw-materials and consequent delay in 
release thereof by the Textilc Commissio~r.  However with a vitw to avoid 
delay in the release of raw-materials by the Textile Commissionel following 
remedial measures have been takenlare being taken. 

(1) Deputy Director (Projects) in the office of D. S. (Tex) has been 
nominated to work as a Liaison Officer with the Textilc Commis- 
sioner's ofice at Bombay in respect of contracts placed by D. S. 
Tex.) Bombay as also the D. G. S. & D. vide Memo No. C. S. I. A. 
53(2l)/l, dated 1-6-1967 (copy enclosed). 

(2) So far as the question of release of yarn and tops by the Textilc 
Commissioner is concerned, the matter has been taken up with thc 
Ministry of Commerce to fix a suitable drill. 

In addition a Directorate of Planning has been set up in the c-fEice of 
D. G.  S. & D. with effect from 22-9-1966 with a view to organise markct 
research and keep the Directorate concerned posted with t hcpricc trends. 
Instructions have also been issued vide Office Order No. 153 dated 14-12- 
1%6 (copy enclosed) that while recommending extensions in delivery 
dates, the purchase officer should record that he has satisfied himself that 
there has been no downward trend in price. 

MMO NO. C. S. I. A./53(21)/1 
DFREC'IOBATE GENERAL OF SUPPLIES & iD1SPOSALS 

(Coordination Supplies Section IA) 
New Delhi- 1, dated 1 -6- 1967 

SUBJE~:-Liaison with the Tex. Commissioner's Office-Instructions 
regarding- 

In para I I 1 of the Audit Report (C), 1966 regardingpurch6se of woollen 
drawers, the ,Public Accounts Committee has commented on dclay in getting 



to the licences issued by the Textile Commissioner and has recommended that 
in order to ensure finalisation of contracts and their implementation, there 
should be proper coordination between various Departments and Organi- 
satjons of the G~vernment which should work as a team and see that delays 
at intermediate stages are eliminated. . 

In pursuance of thc abovz recomm:ndation, it has bzen decided tlut 
the Dy. Director (Progress) with the Oftice of the D. S. vex.). should act 
a$ a Liaisbn Offiscr with the Tex. Commissioner's Offize at B3mbay for D. S. 
(Tex) as well as for contracts placed by TWL Dte. at H. Qrs. requiri:lg 
liaison work with the Tcxtilc Commissioner. 

Necessary action mly please bc taken accordingly. 
. Sd/- 

(S. K. JOSHI), 
Dy. Director (Cdrt . Supplies). 

2. Dy. Director (Prog), Ofticc of the D. S. (TcA) Bombay. 
3. D. S. CTWL Dfc.) . 
4. Audit Ccll. 
5. Aclmn. Rrancli. 

copy  :- 
DIRECTORATE GENERAL OF SUPEPLWS & DISPOSALS 

OFFICE ORDER NO. 153. Dated 14- 1 2- 1963 
SUBJECT.-M lrket ircnd of prices-Procedure for considering requests from 

suppliers for extension of delivery period. 
Under the existing procedure vide para 232-A(V) of the D G S & D 

Manual of offlce procedure, supply of3cers should take into account the 
market trcnd in prices at the time of granting extension in delivery period of 
contracts and should take advantage of any downward trend in prices. It has 
now bcen decided that the fact that the Supply Officer has satisfied himsex 
that there is no downward trend in price should be clearly recorded in their 
propdsals for estension in delivery period of contracts. 

Sd/- 
(M.  M .  PAL) 

Dcprcry Dirpcmr (CS- I I )  
Standard Distributio~i 
(On filc No. C. S. I. B./29(8)/II1/66. 
Copy forwarded for information to: 0. & M. Unit. 

Case No: 17(28)/66-0. & M.refcrs 
Recommendation 

The Cmmittee wgret that even after going through the note submitted 
about justification for allowing extension of delivery periods in certain con- 
tracts beyond December, 1963 and for placing orders contcmplabing deliveries 



beyond December, 1963 without testing the market, they arc not convinced 
of the arguments advanced. The note also does not specifically state whether 
the original orders applied to purchases only upto 31-12-1963 or they applied 
also to supplies beyond December 1963. The Committee would, thew 
fog, like this matter to be properly investigated and the result communica- 
ted to them. 

[S. No. 53-Para 4-49-Appendix XXIII of 68 Report (Third Lok 
Sabha). . 

Action taken 
The intention of negotiations conducted with the tradc was to stabilise 

and fix a ceiling so that no orders were placed within the period January- 
December 1963 at a price higher than the ncgotiated price. Further the 
demand were so huge that the same could not be met during th: ptriod 
January-December 1963. As against a total requirement of about 34.4 
lakhs of blankets during December 1962 to December 1963, DGS&D was 
initially able to book a quantity of 6 -9 lakh Nos. only. Thus in the midst 
of the emergency them was no option but to book whatever capacity availablr: 
within the ceiling prices fixed with a view to cover as much quantity as was 
possible from time to time even for deliveries, beyond December 1963. In 
this connection it may be brought out that possibility of covering additional 
quantities at the agreed rates was discussed by DG with representatives of two 
arms when they met him on 13-9-1963 and as a result of these discussion, 
both these firms telegraphed on 19-9-1963 to confirm their agreemznt to 
accept orders for certain quantities at the ceiling negotiated prices for deliveries 
between January, 1964 and December 1%4 and it was felt that it was a credit- 
able achievement. It may also be important to draw attention to the break- 
up of wst of manufacturing Barrack Blankets a\ furnished by one of the 
representatives later to DG at Bombay on 1-1 1-1963. According to this 
break up of cost, cost of yarn comprising of 40 % shoddy, 45 % Indian wool 
and 15 % nylon alone worked out to Rs. 9 44 per kg. Barnck Blankets on 
an average, wzight 4 -75 Ibs. and in this brzak up it was assumed that about 3 
kg. of yal n is required per blanket. Based on this. it was brought out that the 
total manufacturing cost per blanket will be Rs. 36 -22. From this it was clear 
that a ceiling price of Rs. 29 ~ 1 0  fixed by us was mom than reasonable and no 
down ward trend in the manufacturing costs was evident till then. 

Audit Observation 
(i) No minutes recording the gist of discussions with thc representativcs 

of the two firms leading to the placement of the contracts for supplies during 
January-December 64 are on record. 

(ii) In the absence of the relevant file which is rcportcd (January, 1968) 
to be with the Special Police Establishment, the manufacturing cost worked 
out to be Rs. 36 -82 per blanket could not be verified in audit. 

The Committee regret that even after going through thc note submitted 
about justification for allowing extension of delivcry pcriods in certain con- 
tracts beyond December, 1963 and for placing orders contemplating deliveries 
beyond December, 1963 without testing the market, they are not convinced 
of the arguments advanced. The note also does not specifically state whether 
the original orders applied to purchases only upto 31-1 2-1963. or they applied 
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also to supplies beyond December, 1963. The Committee would, therefore, 
like this matter to be properly investigated and the result communicated to 
them. 

[S. No. 53(Para 4 -49) of Appendix XXIII of 68 Report (111 Lok Sabha] 
Department's Reply 

The intention of negotiations conducted with the trader was to stabilise 
prices and fix a ceiling so that no orders were placed within the period 
January-December 1963 at a price higher than the negotiated price. Further 
the demands were so huge that the same could not be met during- the period 

January-December 1963. As against a total requirement of abouf 34.4 
lakhs of blankets during December 1962 to December, 1963, DGS&D was 
initially able to book a quantity of 6 -9 lakh Nos. only. Thus, $ the +dst 
of the emergency there was no option but to book whatever capaaty a d a b l e  
within the ceiling prices fixed with a view to cover as much quantity as was 
possible from time to time even for deliveries bcyond December 1963. In 
this connection it may be brought out that possibility of covering additional 
quantities at the agreed rates was discussed by DG with representatives of 
two firms when they met him on 13-9-1%3 and as a result of these discussion, 
both these firms telegraphed on 19-9-1963 to confirm their agreement to accept 
orders for certain quantities at the ceiling negotiated prices for deliveries 
between January 1964 and December 1964 and it was felt that it was a credit- 
able achievement. It may also be important to draw attention to the break- 
up of cost of manufacturing Barrack Blankets as furnished by one of the 
representatives later to DG at Bombay on 1-1 1-1963. According to this 
break-up of cost, cost of yarn comprising of 40 % shoddy, 45 % Indiin 
wool and 15 0/, nylon alone worked out to Rs. 9 -44 per Kg. Barrack 
Blankets on an average weight 4 -75 Ibs. and in this break-up it was assumed 
that about 3 Kgs. of yarn is required per blanket. Based on this, it Was 
brought out that the total manufacturing cost per blanket will be Rs. 36.22- 
From this it was clear that a ceiling price of Rs. 29 -10 fixed by us was more 
than reasonable and no downward trend in the manufacturing costs was 
cvidcnt till then. 

Audit Obmrvation 
( i )  No minutes recording the gist of discussion with the repreyntati~es 

of the two firms leading to the placement of the contracts for supplles d u n g  
January-December, 1964 arc on record. 

(ii) In the absence of the relevant file which is reported (January, 1968) 
to bc with the special Police Establishment, the manufacturing cost worked 
out to be Rs. 36 -83 per olanket could not be verified in audit. 

Furtber information required 
( i )  As the reply of the Ministry does not clarify the point of the Committee 

whethcr the original order also applied to purchase beyond December, 1963, 
please fitrnish a note clear fiing thk position. 

(ii) Audit has stated that in the absence of the relevantfile which is rep. rted 
to be with the Special Police fitablishntent, the manufacturing cost w k e d  
to be Rs. 36 -82 per blanket could not be wjfied. Please furnish a note men- 
tioning the pints  under inyestigation by S. P . E. 

Govunmemt's Reply " 
( i )  Thc imcntion was to stablise the price for blankets. whose pro- 

duction was short in comparison with the demands wceiveQ for a period of 



one year which would mean that any coverage during that ycar should not be 
done a t  a prioe higher th? the negotiated agrced oeiling price. This may be 
apparent from the followmg established facts: 

(a) In the proposals it was clearly stated that total value of the coveraqc 
on the basis of demand on hand viz. 34 -4 lakhs of Barrack Blankets 
at the agrced rates would amount t o  Rs. 11 -34 crorcs and thk 
commitment was duly noted and approved by the Ministry of 
Finance. 

(h) As against a total rzquirzmmt of about 34-4 Iakhs of blulkets 
during Decembcr. 1962 to D a x r n h r  1963, the DGS&D initialy 
able to book a quantity of 6 -9 lakhs Nos. only. In the midst 
of Emergency, then: was no option but to  book whatcvcr capacity 
was available within the ceiling prices fixed with a view to covcr as 
much quantity as possible from tim: to tin: even for deliveries 
beyond December 1963. Jn this connection it may be brought 
out that possibility of covering additional quantities at thc agrecd 
rates was discussed by the DG with thc r~prcsentatives Mjs. 
Digvijay and MIS. Brij Textiles when they m x  him on 13-9-1963. 
Although no record was kept of these discussions, it is evident from 
the telcgrams dated 19-9-1963 of both the firms, communicating 
their agreement to accept orders for czrtain quantities at thc ceiling 
negotiated prices for deliveries bctween January 1964 and Decem- 
ber 1964 that these negotiations did tnkc place. This is furthcr 
evidenced from the break up of the manufacturing cost furnished 
by MIS. Brij Textiles on 1-1 1-1963. 

In view of this and the fact of a steady rise in price of ~ndigcnous wool 
during the year 1933., it was considered expzndient to accept whatcver offcrs 
were available for supply during 1964 at the 1962-63 wiling rates. 

(ii) The precise purpose for which the file No. DS (WS)/GW/63 was 
called for by S. P. E. , Bombay, was not indicated by them to the D. G. S. 
& D. 

However, this file was specially obtained by DGS&D from thc Ccntrrrl 
Vigilance Commission and a copy of the note containing thc brcak up of the 
manufacturing cost of Rs. 36 -22 p a  blanket by M/s. Brij Tex ti les and 
another firm, which was handed ovcr to DGS&D on 1-1 1-  1963 was taken 
from the records and is enclosed. 

N. P. DUBE 
New Delhi, Joint Secrerary to flu. Go~~ernt~renr of Jnriro 
December, 1 968 
143(32)/68-PI] 

Copy of rtore rndrcating rkc rtwrr~fucturi~ cost Puge No. 137 OJ' 
File No. D.S( WL) G WI63. 

Worked oat cosl of MPpUfrturing Barrack Blankets-Weight 4.75 tb. 
1 SPWWNG Basis : Shoddy 40';: 

Ind~an Wool 45 "/, Nylon IS?, 
Shoddy : Cost per Ib. c~f .  2Od. i.r. 1 -12 nP. on 

the b a w  of y~eld 80" worhcd out cost 
pcr Ib. . Hs. 1 .39 

Rc. 
Adp~xturc requircd 40:< . 0.56 



Cost per Ib 2 -50 on the basis of yield 70% 
valuc.of wool per 1 Ib. . Rs. 3 ~ 2 5  
Admixture required 45 % . Rs. 1 .47 

Nylon : CIF Cost 63d. Le. . Rs. 3 -50 
duty @ 273% . Rs. 0.96 
Excise duty@ Rs. 1 .33 per Kg. . . . Rs. 0.60 

Rs. 5 -06 
Admixturc IS "/, -. Rs. 0.75 

Add : O v c r w d  charges, c?r n g  pulling. 
cleantng, sorttng <p~nning etc. pcr 
Ib. . Rs. 1 .X) 

Arrived cost of yarn per Ib. . . 4.49 
Cost per Kg. 9 44 

2. WEAVING : 
Cost of 3 Kg. yarn required average for manu- 

facture of barrack blanket 4.75 Ibs. wcight . 
Excise duty chargeable on the above quantity of 

yarn @Rs. 0.80 nP. per Kg. 
Weaving charges including conversion Rr overhead 

expenses p r  Blanket . 
Tinighing charges, including milling raising. rotary 

pressing. stenteriy, per Blanket . 
Packing charges per blanket . 

Rs. 2 40 

Rs. 2 40 
RS. 0 .W) 

Total arrived cost p e r  blanket . Rs. 36.12 
p- 

Price allowed by us : Rs. 29 -10. 
This was given to me by Shri Grover of Model Mills 

and Brij Tcstilcs at Bombay on 1 . I  1-63. 

SJ:- 
V. R. S. RAGHAVACHARI, 

- I  1-63, 
Mi - 

H .  V. KARVE, 9-11-63. 

Recommendation 

ThcCommirrc\: i11.c unahlc to  appreciate \\.hat purpose rhc impsi t ion 
' ) f  RL. 100jonly as iiqiiidatccl d:im:~gcs in a contmct valucd at Rs. 5-70 lrikhs 
could scrvc. IS thcrc was Saiiul-c on the past of thc firm in rcrms of the con- 
tract, psopcr damagcs should have boen IevicJ. If'. o n  rhc othcr hand. the 
firm \vas not :it fault. thcr-c was no justific31i(lil i i v  Ic\>ing :111y liq~ti~13tid 
d:~m:igcs tobcn or c ~ ~ h c r w i x .  

[S!. NJ. 54 (P,ir;~ 4.53) of' Appzndis XXlll of 68th Report (Ill 
L:,k S:ibha] 

Action taken 
A / ~ N O .  TWL-112731 3-N;IJj9139 dated 10-9-63 \\.:is placed on tho 

mills for supply of 20.000 Yos. of B:rrr;lck Bl;tnkcts Sh@dy admixture 



@Rs. 28.50per blanket for delivery at 4,000 Nos. per month and to be comple- 
ted by March, 1964. The A/T was placed at the fixed rate vide the decision 
taken with the approval of DDG. The firm could not supply any stores wilh- 
in time i. e. by March, 1964 due to non receipt of yarn from Textile Commip- 
sioncr, Bombay. There was a yarn assistance clause in the AD.  At their 
request the delivery period was extended till 30-9-1964. This extension was 
granted with R/R with the approval of ADO. By the end of September, 
1964 the Arm supplied about 12,000 Nos. and came folward for f'urther cx- 
tension of 3 weeks only stating that due to  'heavy rains heavy damage had 
been caused to their mills. The yarn was to come from Jodhpur and due to 
heavy rains there was transport difficulty. The matter was referrcd to the 
Ministry of Law for advice as to  whether the extension can be refused. 
But in view.of the reasons stated by the firm, the Ministry of Law did not 
agree as advised by them, the D/P was again extended till the 20th Novc-m- 
ber, 1964 with R/R. This action was approved by A. D. G. 

The firm tendered the balance quantity for insprction on 18-11-1964 
i. e. within the extended delivery date. However, the despatch as effected 
on 27-12-64 and accordingly the firm came up with a request for the regulari- 
sation of delay in supplies. Thereupon the matter was referred to the indentor 
to ascertain if he had suffered any loss/inconvenience due to delayed supplies. 
His reply not having been received within the specified time, it was presumed 
that no loss/inconvenience had been suffered by the indentor due to delay in 
supplies as per provision in para 232(2) of the Manual of Office 
Procedure for Supplies and Disposals. While considering the question of 
regularisation of delivery period, the then Control Officer (Fin.) rccordcd 
as under:- 

As we have received no reply from the indentor to our letter asking 
him to intimate whether he has suffered any loss/icconveniccce, 
it may be presumed that he has not suffered any losslinconvenieocr. 

We are in the midst of a crusade against all old cases, Hence we cannot 
afford to write again to the Indentor and rcmind him to rcply to 
our letter asking him for no loss certificate. 

Firm's reasons for dchy may be seen, scm c of which ale not without 
force. As much regularisation of delive~ y pericd with adhoc 
token liquidated d: mages of Rs. ICO/- wculd mcct the ends of 
just ice. 

Delivery pericd was accordingly rcrula~istd t i l l  17-12-1964 with rke 
penalty of Rs. loo/- as tokcn liquidatcd damages. 

Audit Obsefiations 

Even ifintimation from the indentor regalding any loss suffercd by him 
due to delay in supplies hzd not been rcccivcd. it was not corrcction the part 
of the Purchase Organisation to presume that no loss had occurred due to 
t h e  delay. By granting extension, the Purchase Organisation incmcd 
potential loss representing the difference between the contract prices (Rs. 
29.00 per blanket) and the market pr ic~s  prevailing at the rime cf grant of 
extension @s. 23.20 to Rs. 25.50 per blanket) , which were lower than the 
contract prices. 



Recommendation 
The Cgmmittee are not aware 'whether while giving extension the 

DGS&D has reserved the right to claim decrease in price and not to sanc- 
tion any increase if it takes place in the extended period as rcquircd 
under the provisions of the m S & D  Manual. The Committee would like 
10 know the factual position in this regard and in case the extensions were 
given in disregard of the provision of thc D. G. S: &. D. Manual, they would 
like to know the action taken against the delinquent cfficers. 

[S. No. 58 (Pdra 4.79) of Appzndix XXlIl to 69th Report (Third 
Lok Sabha). 

Action Taken 

( i )  The delivery datc was s .ipuIated in thc A/T as follows:- 
"31-8-65 (Shipment Ex-works U. K. in 2-3- month from date of recsipt 

of import licence)." 

The date of 3lst August, 1965 was, thercforc, not a firm date but only 
a notional date and subject to th: fu1fi'm:nt of th: c3nditions setout within 
brackets. 

(it) Import licence for C. 1. F. value of Rs. 5,77,500 was issued on the 
16th August, 1965. The firm arranged for shipment of 35 tons against the 
impart licence on the 30th S,pt ., 1965. Thcre was thus no delay in effecting 
shipment of this quantity. 

(iii) On account of F. 0. S. price having gone up. the import liccncc 
value had to be increased to enable the firm to import the balance quantity. 
After receipt of fresh foreign exchange sanction on 31-5-65 from the indentor, 
the revised import recommendation certificate for revised C. I. F. value of 
Rs. 8-50 lakhs was issued on the 4th April, 1966 as further amended on 18-5- 
1966. The import licence on the basis of this certificate must have bccn 
issued aftcr this date. Thc balance quantity of 20 tons was, however, shipped 
on the 27th Mny, 1966. This uantity was, therefore, also shipped within 
the delivery period as specific 2 in thc A D .  

( i v )  It will be seen from thc above that the shipment was made by the 
firm in accordancy with the provisions of the A/T. The actual delivery dates 
had, thercforc, to be refixed without reserving the Government's right not 
to allow any increase. in price to thc firm during thtcxtcnded delivery psliod. 

The Committee are not s~tisfisd with the manner in which the contract 
for the import of tungsten was handled by the D. G.  S. & D. right from the 
beginning. Some of the failures and lapse: are that :- 

( i )  There was unconscionable delay of about 5 months in taking 
purchasc decision which resulted in an estra expenditure of Rs. 
8 1,400. 

( i i )  There was failurc on the part of the dealing ofiiccr to refer one of 
h e  three tcndcrs to thc inspection Directorate although thc point 
abwt  thc grade of the mztcrial was of importance. 



(iii) There was failure t o  make a prcpcr and col rcct ccmparision cf  
prices and as a consequepce price finalisation was cct dcrc  3 rd  
orders were placed with the firm whose rates were higher,resulti~g 
in an extra expenditure of Rs. 3.18 !akhs. 

I . ( i l l )  The verificatiotl o f t  he price of 13sh. 6d. as q ~ o t t  d by the firm 'B' 
was not aone before the placing cf- the 01 der k c :  u:c cf  a flc w. 

IS. No. 58 (bra 4.80) of Appendix XXlXl to 68th Rcpclt (Th'rd Lok 
Sabha)]. 

Action tnken 
L a p s  ( i )  md( i i )  Nccess:~ y act icn 11;s bcc n cr  is bc;rg 1; bl r : i:41r: t 

the omccrs concerncd. 
(iii) The officer conce~ ncd retircd f i rm Gc v c ~  ntcnt SLI  \:cc c n ~ h c  3Ist 

July, 1965 and it is therefore not possible 10 1:-kc any action against h'm. 
( i v )  (a) The advance A/T was placcd on the fir m on the 30th Novtmbcr, 

1964. The confirmatory A/T was issued to the firm on thc 24th Dcccnbcr, 
1964. The firm intimated the price of 13sh. 6d. per lb. in their lettcr c 1' 
29th December, 1964. It will, therefore. be sctn that tke crnrr: ct E:d : I -  
ready been placed before t he fir m intimatcd t he pr ice of 13sh. 6d. 

(b) It may be mentioned that the firm's original terder ups stbjccl 1 0  
F. 0. B. price variation clause and due to oversight this clause was not included 
in the advance as well a s  confirmatory A n .  In their letter ofthe 29th Drcim- 
her, 1964, the firm pointed out this cmmission and stated that thry were 
unable to accept the order until the price variation clause was included in the 
contract. This was accordingly done by an rlmendmcnt letter dattd the 19111 
J:inuary, 1965. 

(c)  The price variation clause H a s  prcvidcd in the ccntl ;:ct as folk ws : 
..The current F. 0. B. U. K .  price on which the (ff t r  is b c x d  is 9sh. 

1 .1/2d per Ih tungsten contrnt Ic:s ccrrmissicn at 27;. Tf thcrc 
is any change in this price at the time of shiymcnt from the 
U. K., the difference will be lo the p I l c h a t ; c ~ ' ~  :cccl~rr." 

It will be seen that i n  vicw ofthis price variation clause, the fina F. 0. B 
pri :e will bethat prevailing at the time of shirment frcm U. K. The price. of 
13s;~. 6d. mentioned by the firm was mercly to indicate that the prices had 
gofie up but otherwise i t  had not relevancy to the contract. It was. thetcfore 
not necessary to varify the corrcctncss of this price. 

Note containing further information rcquircd by thc Action Tzkcll 
Sub m m m i ~ t e e  of the Public Accounts Ccmmittcc in rcspcct cf S. m,. ~b 
(Para4.80) of Appendix XXTJT of their 68th R t ~ c r t  (31 d h li S: hh:.) 
R E I F R ~ ~ : - L ~ ~  Sabha Scctt. D. 0. No. 2/1/86/68/FAC dalcd 19-1 1-1968. 

Further In forfnation 
Please furnish a ~ m t c  icdicaring whcthcr di!ciplira~) actic.n in ~ c : r t c t  

of'13;~~es pointcd c ut in ~ h c  ccnti: ct h : . ~  btt r fir: li:id. 

Government's Reply 
As regards lapse (i) , D. G.'s di~p1cn:urc has kccr c(  a n-1 r&t( d :c  I ~ C  

Assistant Direc!or concerncd. 



As regards lapse (ii) , the explanation of the Assistant Dircctor of Sup- 
plies could not be called for as he wasabsent without authority. Departmcntz I 
proceedings were initiated against him for this unauthoriwd abscrce. As 
a result thereof, he was dismissed frcm Government service with rfftct ficm 
16-10-1967. 

Recommendation 
~ i & e  the basis of payment to the Standard Telephone and Cables Ltd. 

in this case is a certificate to be given by the B. P. O., the Committee feel 
that a suitable method should be evolved forgetting a clear and satis- 
factory certificate from the B. P. 0. If necessary an opinion from the Minis- 
try of Law may be taken and the case taken up again with the B, P. 0. Thc 
mode of fixation of the prices and the various factors taken into consideration 
for that should be clearly spclt out whenever a certificate is received from the 
B. P. 0. The Committee also cannot help observing that such a vague 
clause regarding assessment of the price payable to the Standard Telephones 
and Cables Ltd. was included in the contract which was to be in force for a 
period of 20 years. The Committee hope that due arc will be taken in future 
to avoid inclusion of such vague clauses in agreements. 

[SI. No. 60 (Para 4.103) of Appendix XXIiI to the 68th Report (Third 
Lok Sabha)]. 

Action Taken 

1 .  The question of the B. P. 0. furnishing a morc comprehensive certi- 
f i a t c  of prices was taken up with them by the I. S. At. .  London. The B. P. 
0. havc expressed their inability to disclose the priccs paid by them for corrcs- 
ponding cables as these are to be kept as confidential between them and the 
tenderers. They have, however intimtcd the procedure they follow in 
certifying the prices for the D. G. S. & D. An extract from their rcply is 
reproduced below : 

"111 all our contracts for the supply of cables. wc specify that copprr 
and lead are to be covered at pr im ruling two days after the datc 
which we ask thc Contractor to supply. In th: case of coppcr thc 
price under present arrangcmcnts is an average of 307; at spot 
cash pricc and 70 7; at the three months' price. These prices a n  
published in the Press and elsewhere. Providing the order date is 
known. the coppcr and lead priccs can be chccked or we could do 
this for you as we havc this information readily available. As 
already stated in my letter dated 17th May. 1965 we can certify 
prices that would be acceptable to the Post Office adjusted by thc 
percentages laid down in your Agreement. Given the date of 
order to fix the raw material prices, wc proceed as follows:- 

(a) Wc sclcct thc nearest equi~lent  B. P. 0. Standard Cable and 
the latest known pricc the~fore adjusted for the rcquisitc 
matcrial prices. 

(b)  We assess the diffrrcna-s in the quantirics of materials to mwt 
thc ~ q u i r e m n t s  of the cablc ordcrcd. 

(E) We assess the diffctinces in Labour wquin-mcnt. 



(d) We then prioe (6) and (c) from the costs data and knowledge 
of manufacturing techniques held in the Departmsnt and 
apply as necessary to (a)". 

2. As rccommmded by the Committee, the opinion of the Ministry 
of Law in regard to evolving a suitable m?thod for getting a clear and satis- 
factory certificate from the 8. P. 0. was taken up with the Ministry of Law. 
From the opinion expressed by the Ministry of Law it can be seen that the 
Agreement with the firm only requires that the-prices quoted by the firm should 
be the sarn.: as are acceptable to the B. P. 0. plus 2.) %. It does not contem- 
plate any satisfaction by the purchaser regarding the price. The result is that 
the Government is bound to place order for 25% of their requirements, so 
long as thc firm is willing to supply at the Sam: prices as are acceptable to the 
B. P. 0. plus 23%. The Government have no right to specify the method 
that should be followed by the B. P. 0. in this regard. 

The Conunittec &sire that the Ministry of Finance should cxamine the 
above aspect in consultation with Audit and H.C.L. to determine as to whether 
the extra cost on 25 % of the purchases made from Standard Telephones and 
.Cables Ltd. under the provisions of this agrzemnt should be borne by H.C. 
L. or by P. & T. Department. 

[S. No. 61 (Para 4.106) of Appsndix XXHI of 68th Report (Third 
Lok Sabha)]. 

Action Taken 
The recommendation whether for the higher cost involved in the 25 % 

%%rved purchase of cables requirzm:nts envisaged in the Consultancy Agree- 
mznt concluded with M/s Standards Telephones & Cables Ltd.. U. K. for 
setting up the Rupnarainpur Cable Factory, the P. & T. Dzpartmznt should be 
made to pay more or the Hindustan Cables Ltd. should be debited, has been 
considered. The following factors are relevant in this context: 

(i) The purchases obligatory un&r the agreement with the S. T. C., 
are made to meet the P. Q T. requirements. For such purchases, 
H. C. L. does not corn5 into picture; 

(ii) In fixing the prices of cables supplies to the P. & T. Department 
by N. C. L., purchases from the S. T. C. do not corn: into picture; 

(iii) The pricing formula for the company's products purchased by 
P. & T. Department has been all along on a 'cost plus' basis; 
and 

( iv )  Debiting the extra cost of the purchase of cables from the S. T. G 
to the H. C. L. wiIJ only have the effect of raising the prices payable 
by P. & T. to H. C. L. for the cables manufactured by the latter 
since the company has no margin for absorbing this amount. 

It may not be quite appropriate to pass on the burden of cxtra cost 
involved in the 25 % reserved purchase from S. T. C. to H. C. L., since 
purchases undoubtedly only go to implement the P. & T. schemx, the magni- 
tude of which, in fact, determine the actual quantum of such p r u r ~ w  also. 
Even if H, C. L. is made to make this paymnt, the only logical course to 
treat this paymnt would be to reckon it as part of production cost for that 



4 
year. In this way since the pridrig formula of H. C. L.3 products so far has 
been on a 'cost plusn basis, ultimately the burden would be transferred to the 
P. & T. Department itself. Incidentdty it may be mentioned that if the 
higher cost lnvolvcd in thc reserved purchases since 1957 is to be debited t o  
H,C. L., thc bencfit of lowcr cost dcrived by such purchases till 1957 would 
have also to bc given to company. It may also be noted that the collaboratjon 
agrccmcnt signcd in Novcmbcr, 1949, is valid only for 20 years LC., till N m -  
bcr, 1969. Having rrsgard to all thc factors, it is considered that any change in 
the arrangement will bc of no conwqucncc from the financial angle either to 
H. C. L. or to P. & T. Department. 

Recommendation 

In thc opinion of thc Committee, a purchase could havc been made 
from amongst the quotations received in rcsponsc to the first tender 
enquiry, by ncgotiations, if necessary, thus avoiding an extra expenditure of 
%. 37,0001-. Thc Committee d e s k  that D. G. S. & D. and D. G. 0. F. 
(thc indzntor in this. casc) should examine this case furthcr and fix responsi- 
bility for thc cxtra cxpcnditurc. The Committee also desire to be apprised 
of thc final action taken in the matter. 

[SI. No. 64 (Para 4.125) of AppendixXXIII of the 68th Rcport (Third 
Lok Sabha)]. 

Action takm 

Thc position regarding this tr:in\action has already been fully expiaincd 
in the notc which was forwarded to thc P.A.C. under this Department's No. 
43(16)/65 PI dated 30-9- 1966. In view o f t  he circu~nstances e x p k k d  therein 
and the fact that. as ;1 result of thc sc'cond tender cnquiry, it was possible for 
the D. G. S. &. D. to nx.t thc indrntor's requirements at an overall cost of 
Rs. 5,17,998/- as against Rs. 6,05,212/- which would have becn paid if the 
offer against the firs. enquiry had been accepted, thi\ Ministry is of the view 
that the question of fixing responsibility docs not arise. 

2 .  In this casc, Audit has mad-. thc following observation: 
"It has k e n  stated that with the sccond tender enquiry it was 

possiblo to mcet the indcntor's tcquircments at a n  overall 
cost of Rs. 5,17,998/- as against Rs. 6,05,212 which would haw 
becn paid for machines and accessories against the first tender 
enquiry. Thc reduction in the overall cast is not relevant as this 
represents merely the cost of certain spares which wen. eventually 
not purchased. The sccond tender enquiry detailed a specification 
which correspond. in essential details, to that of the model (viz. 
KB-3) which had been offered by the fvm against the first tender 
enquiry and all the 22 items (including the 12 items required as 
per the revised specifications drawn up by the Director General, 
Supplies and Disposals) of thc spares ofiered by the firm against 
thc first tender cnquiry also. The Director General, Su- 
and Disposals could, therefore, have made the purchase of the 
machines with thc reduced number of spares (viz. 12 Nos.) from the 
quotation of thz firm receivcd in response to the first tender 
enquir , by negotiations, if necessary, thus avoiding an extra 
cxpcn&ure of R.. 37,000,-. 

M32LSS169-7 



3.  he Department would, howlcw, like to poi'nt out t b t  it is not tbc 
question as to what would have been poasibb but the question as to what 
actually hap@ if the machines against the first tender enquiry, had boen 
aaqwd. In the first tender enquiry, all thc 22 items were specified, they 
were offered by the firm and they would naturally have been accepted. In 
fact. the indentor had recommended the acceptance of all the items. At thaat 
stqc, the question of trying to d u c e  the number of accessories was not 
raised and would not have been considered.. It is only when the revised 
specifications were drawn up that the question of the number of apxsories 
was also examined and it was decided that the number could be reduced from 
22 to 12. The matter, therefore, needs to be considered in the context of the 
circumstances which were prevailing at the time of the first tender enquiry 
and not in the light of the knowledge available as a result of the second tender 
enquiry. The position, therefore, is that if the purchase had been made on thc 
basis of the first tender enquiry, then all the 22 items of accessories would 
have boen purchased. It was only as a result of the revision of the speci- 
fication on the occasion of the second tender cnquiry that the number of 
accessaies was reduced. The Department is, therefore, definitely of the view 
that it would be quite reasonable to hold that as a result of the sccond tender 
cnquiry, there has been reduction in the overall cost. 

The Committee considered it extremely urrfortunatc th:lt even i n  thc 
case of an operational indent for Defence requirements, thcdiffercncc of vie-% 
between the indent and the D. G. S .  & D. was not satisfactorily resolved in 
the initial stages, necessitating calling of frcsh limitcd tcndcr cnquiry. The). 
hope that such cases would not recur. 

[SI. No. 64 (Para 4.126) of Appx. XKTII of 68th Report (Third Lnk 
Sabha)] 

Action taken 
The recommendations haw been noted. Certain rcmedial mcasurcs 

have been taken as set out below:- 
( i)  Instructions were issued vide D. 0. No. DG1106164 datcd 18-6-64 

to all Technical Oficers in the D. G. S. t D. (Inspection Wing) 
to the c f f s t  that in case of indents for plant and machinery items 
broad specification should, if necessary, be prepared and got 
approved by the Indentor. I n  case the Indcntor insists upon tht: 
particular specification given in his indent, he should be rcquestcd 
to furnish a proprietary articles certificate. These instruction> 
were re-circulated to all the Technical Officers in the D. G. S. k. D. 
(Inspection Wing) on 29-7-1960. 

(ii) The D. 0.0. F. has issued instructions to all Ordinance Factories 
to the effect that names of at least three likely suppliers should 
be indicated in indents for machine tools, vide his letter No. l u j  
E/M-I dated 22-9-64 (oopy enclosed). 

(iii) Instructions have bccn issued in the D. G. S. & D. vide Routinc 
Note No. 20 dated 284-1965 to the effect that Inspection Wing 
should sort out technical particulars with the Indentors on receipt 
of indents i. e. before invitation of  tenders. After tendm o p o -  
ing, the Inspection Wing may, if necessary, consult the Indenton 

a 



on technical points requiring clarification by the Supply Wing. 
These instrrictions also provide that in case of difference of opinion 
between the IWing and the Indentor, the matter should be 
referred to the D. G. T. D. for advice. 

ANNEXUW , 

NO. 122/E/M-1 
Government of India 

Ministry of Defence 
Directorate General Ordnance Factories 

6, Esplanade East, 

Thc General Manager. 
(All Factories). 

Su~set=r:-Plnccmcnt of Indents. 

In view of difficulties expcrienccd. particularly by the purchasing 
organisations in progressing of indcnts due to  abscnce of any indication in 
indents regarding l ikely suppliers of machine-tools proposed to be pro- 
cured against such indents, it has been dccided that in the remarks column 
of cach indent, atleast a panel of thrcc names and addresses of likely 
supplicrs, whose supplies are generally upto the indcntor's standard spcci- 
fications, should invariably be indicated. 

2. The above instruction will apply in case of indents both in respect of 
indigenous as well as imported machine tools. This may please be brought 
to the notice of all concerned in your factory, particularly who arc responsible 
r'or placement of indents. 

Kindly acknowledge rcccipt. 

for Director General, Ord. Factories. 

1. Thc Deputy Director (Procurement), Factories. Planning Cdl, 
Ministry of Drfence, Room No. 99, 'G' Block, Ncw Delhi. . 

2. Section P/Projcct (4 Copics). 

5. Section PJTA. 



Recommendations 
The Conunittee regret to  find the manner in which the  contractual,^ 

obligations were voilatcd at each stage in this casc as detailed below:- 
~(i) The Icttcr of credit had to be opened with thc overseas supplic~% 

instead of with the contractors (Indian Firm) and the Inspection, 
clause had t o  be deleted from it  s t  tlie bchcst o f t hc  suppliers as a 
special casc. 

(ii) The contract was entered into on bchalf'or'thc Railw:ty Board who 
needed the goods urgcntly and yet when the tlxtcnsiorl of delivery 
was cot~ccdcd, the Railways wcre not consulted in advancc and the 
Director General, Tndia Supply Mission in his own diserction gave 
the extcnsion. 

(iii) The sum of Rs. 77,660 was claimcd fl.oni thc firm as liqi~idatcd 
damages Ibr Sai1u1-c to  cxccutc the c o ~ l t r n c ~  scltisl;~ctosily. When 
even undcr the Iridialr usago a sum ol'Rs. 1 .53 lakhs shoi~ld havc 
been claimed for that. According to thc provihion in  the contract 
the amount which could bc cl:~imccl 2s liquidated d : ~ m n p  came to 
Rs. 15 -25  1:ikhs. 

(iv) Thc liquidutcd damagch W C I X  \c;iIcd dow11 without ally S C ~ L I C S ~  in 
writing fro111 thC firm o n  the hnsis of 3 vcrlx~l p~xNcst lodgcd by :I 
representativc o f  the firm. As :I rcsult, the Ministry rccovcrcd 
Rs. 7.766 plus $ 623 i. c.  Rf. 10.700 as ap ins l  Rs. 77,660 c1:limcd 
originally. 

(r) At the time of' sc31i!i~ down the liquid:ttcd danxigcs 1 1 o  account 
was takcn oS the loss suff~rcd bv Rflilwayh Ihr Iatc delivery of 
matcrial sincc thc Rai lw~ys could not acsc\h thcir loss with any 
dcgrcc of accuracy. 

From the above the Comrnittc~ observed that adequalc steps were not 
taken to safeguasd financial intcrcst 01' Covcrnmcnt in  this caw. The deletion 
of illspection clausc from the letter of crcdit had no basis except that India 
Supply Mission showcd a special favour to  the firm. Thr  firm's argument 
that the inspection certificates were delayed abnormally had no basis as thcrc 
was no such complaint from any other similar firm either in the U. K. or on 
continent. 

[SI. No. 69 (Para 4.179) of Appendix XXTlI of 68th R e p c ~ t  Oliird 
Lok Sabha)]. 

' The Committec also regret to  note that thc Railway Board could not 
assess precisely th: dumage/loss suffercd by them as n rcwlt of delay in I cccipt 
of supplies in this case. Thc vcry fact that a largc quantity of steel ~nvolvcd 
in thiscase was rcquirtd forthe manufacture of wagonb could havc givcr~ somc 
basis t o  the Railways t o  work out the amount of 11ic losscs wffercd by them. 
It 1s unfortunate that the Railways did not calculate the loss for claiming thc 
liquidated damages. The net rcsult of all thi5 has been that the firms delayed 
abnormally the supply of mtcri:ds and were also let cff by a levy of nominal 
damages i e .  &. 7,766 against Rs. 1 -53 Iakhsleviable under t he lndian usage 
and Rs. 15-25 Inkhs which could be claimed as liquidated damages under 
the terms of contract. . 

[S. No. 69 (Para 4.180) of Appendix XXIII of the 68th Report (Third' 
tok Sabha)]. 



Action taken 

Para 4.179 
. The p,>ii~ ion r cp rd i~ lg  tlic contracts p1:rced on the firm has already been 

fully cxpliii ned i 11 thc not c which was sent to the Public Accounts Committee 
with this Ministry's 0. M. N;, 211166-Admn. I1 dated r he 2nd September, 
1966. Tlic v.~rious p > i n ~ s  menrioncd in this recommendation have also 
bccn f~tTly cs:lmincd in p a t  detail in that note. Howcvcr, in rcspccct of 
thc points raiscd i l l  this rccnmmcndation, tlic following comments are also 
submitted :- 

(i)(a) In so far ax thc qucstion of the opening of the letter of credit is 
c,)nccrncd. i t  is xubmiftcd that the transaction was bcjng financed 
from thc D. L. F. lo:~ni; a n d  thcrcforc, according to the procedure 
prcsct-ibcd for th:~t lonns the Icttcr of credit had to he opened in 
favour of foreign supplies to whom the payment was to bc made in 
foreign currency. The fi: m were only the agents of the for-eign sup- 
pliers nnd, if  thc lettcr orcredit h;ld becn opcned in their favour, it 
would n o t  hnvc bcen possible for Gi>vernmcnt to claim rcimbursc- 
mcnt of the cxpcnditu~e incurred from the D. L. F. loans. It may 
b: l'urtlicr mentioned that the fil-m had also stipulated in their 
tender that their c i f f~ r  was madc stsictly on the understanding that 
the letter o f  crcdit would be opcned in thcir favour or  in thc 
favour of their nominccs. It  is, therefore, submittcd that there 
was nothing i~-re_eular in opening the lcttcr of credit in the namc 
of the foreign supplier. 

(1)) As regard\ the inspection clause, it is submitted that this clausr 
was not dclcttci from the contr-xt but only a relcxation was allowed 
i n  tlic pagnicnr procdure.  According to clause 5 of Appendix B 
of t hc contract. Director General. India Supply M;ssion, London 
Inspector's inspection ccrtifica tc ivas I-cquircd to be furnished by 
thc firm along \vith invoiccs to the Account cfficer for payment. 
On the 8111 Dccembcr. 1959. the rcprcsentative of tlic firm saw 
the Director Gencr:~I, India Si~pply Mission, Washington and 
rcprcscntccl that Director General, India Supply Mission, London 
I'nspcciors took considcr:iblc time to furnish the inspection certi- 
ficates and requested that payments should be made on the basib 
of a certificrttc produced by the mill along with other relevant 
documents to thc effcct that "the goods shipped have bccn inspcctcd 
and passed by the Director General. India Supply Mission, 
London." On the same date. the representatives of the firm also 
handed over a lettcr to India Supply Mission, Washingtor. making 
the same request. I n  another case, the Director General, India 
Supply Mission, London, had admitted to theIndia Supply Mission, 
Washington that delay was bcing caused in the issue of inspection 
certificates by thcir inspectors. In view of this, India Supply 
Mission, Washington considered the request of the firm as reason- 
able and agreed to relax the payment procedure. India Supply 
Mission, Washington informed the Accounts Officer that payments 
against t hesc contracts should not be held up in case the inspection 
certificates irom Director Ceniral, India Supply Mission, London 
wcre not submitted by tlic si~pplicrs along with shipping documents. 
In ordcr, however, to safeguard Government's interest, it was 
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provided that the commercial invoices should, without fail, bear 
the following certificates:- 
"That the material covered by the invoice has passed the test and 

inspection of Director Gencra1,Indja Supply Mission, London 
inspectors who have certified that the material conforms 
in every way to the contract's specifications and is packed 
inaccordnnce with the contract's requirements as embodied 
in para ](a) of clause 5 of the appendix B of the contract." 

In addition to the abovc the firm were required to furnish the following 
certificatcs :- 

"The Director General, India Supply Mission. London, inspection 
certificates have not yet beenreceived by the Mills, but the materiaf 
has passed the test and inspection of the Director General, Icdia 
Supply Mission, London, inspectors and we undertake full res- 
ponsibility to furnish the same as soon as receivcd from the Direc- 
tor General, India Supply Mission, London. In case, the Dirtx- 
tor General, India Supply Mission, London, certificatcs show 
rejection of any material which has been shippcd, we urdcrtakc 
to replace such material I'rec of cost including trasnsportation 
both ways." 

I t  will be seen fi-om the abovc that while allowing relaxation in thc  
matter of submission of inspectors' inspection certificatcs along with invoices, 
adequate safeguards were adopted to protect Government'b interest. It has 
to be noted that, in actual practice also, Government has not been put to any 
loss on account of this slight relaxation in payment procedure. I t  may be 
further pointed out that the plea of the firm that the inspection certificatcs 
were being delayed was accepted becnuse India Supply Mission, Washington 
were already aware that such delay was occurring the Dircctor General, 
rndia Supply Mission, London had also admitted this fact. In fact. when the 
firm's request was examined it was noted that complaints had been received 
from another firm also that the inspection certificates were not being received 
from the Director General, India Supply Mission, London, in time. The 
statement made to the Public Accounts Committee and reproduced in Para 
4.163 of Public Accounts Committee's 68th Report "therc was no such 
complaints from other firms in England or the continent" was intended to 
convey that while complaints from other firms regarding the delays in inspcc- 
tion did exist on record, nonc of them had complained that the clause with 
regard to payment terms as already stipulated in the contracts be modified. 

(ii) The Railway Board had more than once expressed urgency their 
requirements. These stores were required by them for the manufacture of 
wagons for which a target date was laid down. The position of steel during 
1959-60 was tight and prolonged deliverie~ were being c ffcrrr d by the supplicl s. 
If the India Supply Mission, had cancelled the ordets, thcy w ~ u l d  have hrd 
to pay higher prices without achieving earlier dcliverics. It was in these 
circumstances, that the first extension of delivery was grantcd as it was consi- 
dered that there was no other alternative. Further, consultation with the 
Railway Board before ranting this extension would have been a mcre 
formality as subsequently the Railways had agreed to further extensions in 
delivery whcnever references were made to them subject cf couiise, to  rcser- 
vation of rights to recover levy liquidated damages. 

C 



(iii) & (iv) The position regardigg the liquidated damages has been 
faHy explained in the note referred to above. It seems that in arriving at an 
amount of Rs. 15,24,809/-, Audit had based their calculations on the delay 
between the delivery dates originally stipulatrd in the contract and the actual 
dates of delivery. On the other hand, in arriving at the figure of Rs. 77,&, 
India Supply Mission, Washington, had proceeded on the basis that 31st 
Decembeg, 1960should be regarded as thedate of delivery and the iiquidatrd 
damages should be leviable only in respect of sh' ments made after that 
date. The reasons for adopting the date of 3lst ~ecc%er, ,960 have already 
been fully explained in the note submitted to the Public Accounts 
Conimittee and need not be reiterated here. As no actual loss was claimed by 
the indentor, in accordance with the normal procedure followed in such 
cases an amount representing 10 % of the liquidated damagcs was recovered. 
It is submitted that in recovering the liquidated damage from the firm, the nor- 
mal practice prevailing in the D. G. S. & D. was followed and no special 
consideration was shown to the firm. 

(,v) The point primarily concerns the Railway Boards. In view of the 
fact that the Railway Board had clearly stated that it was not possible, for 
them to ascertain the loss suffered, the Mission was not in a position to take 
this fact into accounts. 

2. I t  is submitted that in the matter of the opening of the letter of credit, 
no favour was shown to the firm. Also, the inspection clause was not deleted 
but only a slight relaxation was allowed in the payment procedure because 
India Supply Mission, Washington, were aware that there were delays in the 
issue of inspection notes. In doing so, however, the financial interest of 
Government was fully safeguarded. . 
Para 4.180 

In  so far as the question of asses~ment of the loss by the Railways is 
concerned, the Railway Board, have already Fent their reply to the Public 
Accounts Committee vide their 0. M. No. 67-B(c)-PACIIfJ68, dated the 
26th July, 1967. As regards the question of theamount of liquidated damages 
the position has been fully explained in the reply in respect of para 
4.179. 

Audit Obsenations 
Para 4.179, Sub-para (iii) & (iv) 

The contention that inrecoverinp the liquidated damagesfram the firm, 
the normal practice prevailing in the Dircctcr General of Supplies and Dis- 
posals was followed and that no spccial consideration wps shown to the iirm 
is not tenable. As stated in para 124 of Audit Report (Civil), 1966, the appli- 
cation ofthe Indian usage and custom did no: arise as in this case the contracts 
were governed by the laws of the State of New York, where a 
accurate assessment of loss was not essential for claiming recovery of liquida- 
ted damages (viz. Rs. 15.25 lakhs) due under the terms of the contract. 

R c c o m ~ o n  
"The Committee also regret to note that the Railway Board could not 

assess precisely the damagefioss suffered by them, as a result of delay in receipt 
of supplies in this case. The very fact that a large quantity of sted involved in 



this case was required for the manufacture of wa ons could have given some i 99 basis to the Railways to workout the amount oft c losses suKered by thcm. : 
[S. No. 69 para( 4 -  180) Appe~ldix XXTII to 68th Rcport, (Third P k  

Sabha)]. 
Action taken" 

Thc Conimitt cc's obscrva~ions ;)I-c noted. The Mi11i~1l.y (fl Railways 
would, howevcr, likc t o  rcspccttully ~t!hnlit that ~ h c  c w n t  ial rcqui~tmf.nt in 
this casc was to asscss the ;;ciu;tl I c w  i n  a m;inncr ;tnd in such dctail :is would 
stand scrutiny in a Coui-t of Law. Owi~lg ro thelal gc r:umbcl- of itcms invol- 
ved and the val i o ~ i  fiictol s (cnch o n ~  c fwhich it was difficult, if not impossibk, 
to  assess hccuratc1y)and ~ h c  cir-curnsta~:~~ s u~:dcr which 1 I I C  itcn~s wcr c mcant 
tobc uscd, thc above mcntioncd csst n~ ial I C  quil-cmctit cc.uld not bc c f l ~  ctivelg 
fulfilled. So far as the fulurc is concc I I , C ~ ,  ifar:ywrlp(,i. 1)uildcr.urdt r similar 
circumstances, p ~ c f ~ r - s  cl;tims c n  1 1 1 ~  R: ~lw;.y:-uh~cl; did no1 hi!ppcn 111 this 
particular- case-, it will bc c nsulc d I h;,r such w l ~ ~ ' ~ l  h~;i ldc~. Lstablishcs thc 
actual loss claimcd. so th;>t I he R: ilways would bu in  a position to rccovcr 
such loss ilS may bc legally r!cimis:iblc ficm thc suppliers. 

This has becn sccn by Avc'it. 
[Vide -Min. of Rly. (Rly. Bd.) 0. M. No. 67-B(c)-PACTT1/68 dated 

26-7-67]. 
Recommendation 

The Committee find that since 1962-63 whcn the open market purchase 
of parachutes was resorted to, the price for the same tended to fall year 
after year viz. from Rs. 134- 50 in 1962-63 to Rs. 78 38 in 1964-65. From 
these figures the committee are inclined to infer that there was enough local 
potential for the production of parachutes in the country and if the market 
had been correctly tested prior to 1962-63 perhaps the Government could 
have saved a lot instead of depending on the supplies made by the A m y  
authorities which were costlier. That the price of parachutes in the local 
market was falling due to competition was known to the Administration, 
because in 1962-63 itself the prices had fallen from Rs. 134.50 to 114.50 
and during 1963-64 it had further fallen to Rs. 102.00. In the opinion of 
the Committee the prices and requirements of supply dropping equipment 
were not assessed realistically. 

[S. No. 80 Para 5.42 of 68th Report-Third Lok Sabha]. 

Action taken 
From the year 1955-56 to 1958-59 the parachutes required for para- 

dropping of Assam Rifles stores used to be procured by them directly from 
Army sources and the Director of Supply and Transport, NEFA, Jorhat used 
to take these over from the Ground Liaison Officer of the Assam 
Rifles at Jorhat. The civilian requirement of parachutes actually 
-ed from the year 1957-58 and till the year 1961-62, these were also 
procured like the Assam Rifles requirements from the same Army 
Sources. At that time, the ArmylI. A. F. used to supply these para- 
chutes from large defence stocks of "eighteen feet"parachutes of World War 
I1 manufacture. Only from about the later part of 1961, there were indications 
tbat the Army would not be in a position to meet the N.E. FI A. Adminis- 
tration's requirements of parachutes in full. In fact, the requirement of 



parachutes for the year 1961-62 was only partially met and as many as 29,292 
parachutes were not supplied by the Army. In october, 1961, the A m y  
authorities made it clear that they would not be able to supply any more 

.parachutes. As a matter of fact, the Army had in the meanwhile, switched 
over to "28 feet" parach-tes which were not economical for use by AGminis- 
tration. The Army's offer of imported Russian parachutes at a cost of Rs. 
1,5001- to Rs. 2,0001- each'was not also acceptable to the Administration. 
It wagin these circumstances, that thc D. G .  S. & D. was approached by the 
NEFA Administration to indicatr whether there were firms in lndia ~ h o  could 
manufacture parachutes. 'They rcplrcd In Dccernber, 1961 that thcre were 
no such firms who wcrc registered with them for the supply of parachutes. 
Meanwhilc, the Organ~ution of the Dlrcctor of S u p ~ l ~  & Transport, N.E.F.A. 
with the help of the C h d  Inspector of Textile and Cloth~ng, Ministry of 
Defence (C. G. D. P.). Kmpur. wa\ able to get a few proto-typc samples 
rnanufacturcd through opcn trade sources. After ccmsderablc cxpcrimenls 
a few successful sample\ \\elc produced and trled out and were a150 found 
suitable in all respccls. 

2. It will thus be seen that thcre were no ready sources of supply of 
parachutes in the open market and only after some proto-type Nerc fabri- 
cated could orders be placed in the opcn market on the basis of competitive 
tender. As long as the Army source of supply mas rcgular, i t  was not consi- 
dered necessary to tap other sources for the supply of these specialised equip- 
ment. Therefore, the Administration could not anticipate the existence of 
local potential for the production of parachutcs in the country prior to1962-63. 
AS budget was finaliscd well ahead of the finalisation of contract for the supply 
of parachutes and other accessories and as the number of parachutes required 
is asscssed on a probable tonnage to be lifted during the next financial year. 
it was not possible for the Administration to make a realistic assessment of 
either the likely reduction of the prices of parachutes as n result of competition 
in  the supply of these items or the actual number of parachutes required. 

Recommendation 
The Committee feel that the trend of falling prices was not takcn due 

note of while preparing the budget as is evident from the fact that the saving 
in expenditure due to reduction in the cost of supply dropping equipment 
came to Rs. 20.81 lakhs. 

[Sl. No. 80, Para No. 5-43 Appendix XXIII of 68th Report-Third 
Lok Sabha] . 

Action taken 
The trend of falling prices could not be taken into account while pre- 

paring the budget because as stated in rcpiy to the P. A.C's observation in 
para 5.42 the budget estimates were prepared much in advance of the 
floating of tenders and finalisation of contract for the supply of parachutes. 

Recommendation 
The Committee feel concerned over the steady increase in expenditure 

on the Planning Commission. The Committee desire that the Staff Inspection 
Unit of the  Finance Ministry should examine both the Administrabve and 
Technical Wings of the Commission to find out (i) whether any economy is 

* . 



possible in the staffing pattern especially after the finalisation of each Plan, 
(ii) whether there is any duplication in.the work done in the Commission and 
the Administrative Ministries and (iii) how far the scheme of officer oriented 
set up had added to the efficiency and resulted in economy. 

.[SI. No. 82. (Para 5-54) of ~ ~ p e n d i x  XXIll to the 68th Report- 
Third Lok Sabha]. 

Actlon taken 
The Administrative and house-keeping Divisions of the Planning Com- 

mission had been subjected to a thorough and detailed study by the Staff 
Inspection Unit in September, 1965. The final recommendations made 
by the S. I. U. have been implemented except for one post, the decision in 
regard to which is still under consideration. As a result thereof, 45 posts in 
officer and ministerial g~ades were reduced from the strength of the Commis- 
sion. A further measure of economy in expenditure and reduction in working 
force in the sanctioned strength of the Planning Commission has been brought 
forth recently when the Finance Ministry imposed a cut of Rs. 5 lakhs for the 
remaining part of the current financial year 1967-68. Consequently, a few 
senior posts consisting of 3 Deputy Secretaries have already been abolished 
and a sizeable number of technical and administrative posts are not being 
filled unless urgent and compelling reasons necessitate otherwise. 

2. In para 33 of its Interim Report submitted to the Prime Minister, 
the Administrative Reforms Commission observed as under on the question 
of stafhg of the Planning Commissions Secretariat :- 

"We feel that the present staffing of the Commission leaves much to 
be desired and there is also considerable scope for pruning. Our 
Study Team has come to this conclusion and we fully endorse its 
views. In any case, there is no reason why the Commission 
should give the appearance of being, in several respects, parallel 
to Ministries and Departments of Government; on the other 
hand, its Secretariat should be efficient and business-like body 
which would be an example to, rather than an imitation of the 
ministerial set-up. Its procedures should be streamlined and 
simplified; red-tape should be ruthlessly cut down; its functioning 
should be officer-oriented and it should derive as much information 
as possible from the existing Government Departments rather 
than necessarily have separate parallel sources of information 
of its own." 

The Final Report of the Administrative Reforms Commission and 
Government's decisions thereon are still awaited. The Study Team of the 
Administrative Reforms Commission has been simultaneously looking into 
the staffing pattern, areas of duplication of wol k, staff strength and composi- 
tionin the light of the functions of the Planning Commission. Action for 
re-organisation etc. of the concerned Divisions of the Commission wilt 
follow the decisions taken by Government on the recommendations of the 
Administrative Reforms Commission. 

3. It will thus be noted that the scrutiny of the working of the adminis- 
trative and technical wings of the Planning Commission, as envisaged in the 
P.A.C. recommendations, has been partly completed and partly is in progress. 
Another scrutiny simultaneously by the Staff Inspection Unit at this stage 
may not, therefore, be necessary. The position which may finally emerge ., 



after the implementation of the Government's decisions on the recorpmen- 
dations of the Administrative Reform Commission will be communicated 
to the Lok Sabha Secretariat for the information of the Public Accounts 
Committee. 

G. C. BAVEJA, 
Joint Secretary l o  the Government of India. 

$laming Ccmrnissic-n U.O. No. F. 10(2)/67-Adm. I ,  dated the 26th 
December, 1967.1 

GOVERNMENT OF INDIA 
PLANNING C O b ~ f l S I O N  

Further i~firmation de.sired by the Action taken Sub-Committee of rhe 
Public Accounts Committee on the points arising out of the replies 

of Government on the recommendations contained in &rial NO. 82 
of the 68th Report of the Public Accounts Committee ( m r d  Lok Sabha) 

S. Para Ministry/ Points raised by the Ac- 
No. of Department tion Taken Sub-Commit- Replies 

Rcport concerned tee of the Pubtic Accounts 
Committee 

1 2 3 4 5 

82 5 -54 Planning ( i )  Action taken on the (0 &(ii) An Internal Reor- 
Commission Report of the Ad- ganisation Ccrmnittee 

ministrative Reforms under the Chairman- 
Commission on or- ship of a Member of 
ganisational set up the Planniog Com- 
of Planning Corn- mission is reviewing 
mission. the working and staf- 

fing of the Planning 
(ii) Whether thc Staff Commission both in- 

inspection Unit of dependently and in 
the Ministry of the light of the 
Finance has under- recommendations of 
taken the study of the Administrative 
the Planning Corn- Reforms Commission. 
mission as desired As a result of the 
by Public Accounts deliberations of this 
Committee. Committee. 77 

have already cE 
abolished and an 
annual saving of Rs. 
I1 lakhs effected: The 
Report of the Ad- 
ministrative Refoms 
Commission on Or- 
ganisational sot up 



1 2 3 4 5 
of the Planning Con+ 
mission is still undcr 
the consideration of 
the Intcrnal Reor- 
ganization Commit- . tee of  thc Plaiming 
Conlniission who ale 
going intc, the qlJCS- 
tioll of locatillg fur- 
thcr areas where cca- 
nomy could be af- 
lkctetl and idcntify~llg 
the arcas requiring 
jnlpro\cnlcn~s In thc 
m c ~ l u d s  of work. 
As already statctl, 
thercfo~-c, anothcl- 
Wrutiny sinlulta- 
ncclusly by the Statf 
Inspcctic\n Unit at 
this stagc may ncll 
be ncccsary. -- - - . - -. -. .- . . - .. -. . - 

Sdi - 
G .  C. BAVEJA, 

Joint Secretary to rhc Govern~~ii.nt of bldin. 

While the Conmittee appreciate the difficulties in fornmulating thc 
Fourth Plan, they cannot help observing that the delay i n  the finalization of 
the Plan has been too much and cannot be justified. 

[S. No. 83. para 5.57 of 68th Report-Third Lok Sabha]. 

Action taken 

The Draft outline of the Fourth Plan is being reviewed in thc contcxt 
of the changes in the economic situation that have takcn place since it wzs 
~ublishcd. The impact of the drought, the slackening of industrial activity, 
the latest price trends and the erosion of public resources available for the 
Plan are being assessed. After the review has been completed, it will be 
placed befo_rc the N.D.C. 

In the rneantimc the Annual Plan for 1067-68, the second year of the 
Fourth Plan has been haliscd. The Annual Plan for 3967-68 has k c n  
laid on the Table of both Houses. 

The two successive droughts and the reduced growth in industrial pro- 
duction had their impact on t tx growth of public revcnucs. Furthermore, 
diversion of resources towards meeting the considerable expenditure on  
scarcitl rel'ief and rvhabilitation had become an immediate necessity. At 
the same time, grant of additional dcarness allowances on account of thc 
continued rise in prices of essential commodities had increased the cost of 
administration and had made inroads into the financial rcsourcxx available 
lo  the States and the Ccntrc for the Plan. 



The erosion ok resources at the Centre due to increase in dearness 
allowance sanctioned for Ccntral Goverpment employees since the publica- 
tion of the Draft Outline of the Fourth PHan is expected to cost about Rs. 200 
crores over the five year period of the Plan. The erosion in State's resources 
on Account of thc increases in dearness allowance and other emolumentsc for 
State Gbvernment employees etc. as well as the land revenue concess~ons 
announced by the State Governments since the completion of the discussions 
with them, on thc resources estimates for the Fourth Plan is estimated at 
about Rs. 600 crores for the Fouith Plan period. Besides, tho food subsidy 
announced by the Kerala and Madras Government is expcctcd to cost Rs. 6. 
crorcs and Rs. 11 crores a year respectively. 

In the contcxt of a policy for stabilization and overall budgetary restraint. 
projects and programmes included in thc Draft Outline will hat.: to bc 
scrutinised with even more care now. Priorities will havc to be defined 
according to strict criteria after a thorough examination of likely costs and 
expected benefits. Furthermore, in view of the slow progress in the imple- 
mentation of Plan projects and progress in thc initials of the Fourth Plan 
period, it is obvious that some of the Fourth Plan targets set down in the 
Draft Outlinc may not bc fully realized. The views of the newly elected 
State Governments havc also to be taken into account and they require time 
for reviewing their own projects and programmes. In view of these consi- 
derations the Planning Commission is currently engaged in a series of studies, 
in consultation with Union Ministries and Statc Gcvcrnments, in reformulat- 
ing the Fourth Plan proposals. The essentiality of each projcct/progamme, 
their content and scope is being thoroughly examined and more realistic 
targcts are being worked out. 

(Planning Commission U.O. No. 10/17/66 Plan dt. 2-8-1967). 

Recommendation 
Thc Committee arc sony to note that the Security Paper Mill, Hoshan- 

gabad which was scheduled to bc commissioned in thc middle of 1965 has 
not yet been completed. The case indicates lack of proper planning which 
is regrettable . 

Thc Committee hope that the revised schcdulcd of commissioning tbe 
Mill according to which two of the four machines are expected to com- 
mence trial runs by March-April. 1967 and the other two machines by about 
June-July, 1967, will be adhexto. 

[ S .  No. 85-Paras. 5.66, 5.67 of Appendix XXlIl to 68th Rcport- 
Third Lok Sabha]. 

Adion taken 
A note indicating the position is enclosed. (Annexure). 

ANNEXURE 
MINISTRY OF FINANCE 

(Department of Economic Affairs) 
Note regarding the commissioning of tlw Security Paper Mill, Hoshangabad 

When the note dated 30-12-1966 indicating the position of the construc- 
tion and setting up of the Security Paper Mill, Hoshan~abad .was furnished, 



it was expcted that it would be possible to commence trial tuns'on the* 
first two machines of the Mill by March-A , 1967 and on the other two 
machines by about June-July, 1967. l7.e g t two machines actuaily com- 
menced trial' runs on 7th and 9th June, 1967 and are now in ~ g u l a t  pro- 
ductipn. The trial runs of the oaer  two machines qre now expected% 
commence in August&ptember, 1967. The slight delay has beea due to 
some unexpected difficulties. Chief among* these has bem the delayed 
delivery of the Process Steam Plants on account of a gcrslow campaign in 
the factory of the suppliers and the delayea receipt by the latter of certain 
skam pipes from their pipe suppliers. There has ako been delay in the 
receipt of shipment and clearance in the Bombay docks of some parts re- 
quired for the erection of the fourth machine. 

S. S. SHIRALKAR, 
Addl. Secretary to the Govt. of India. 



RFCOMMENDATIONS/OBSERVATIONS REPLIES TO WyICH 
HAVE NOT BEEN ACCEPTED BY THE COMMI'ITEE AND WHICH 

REQUW REITERATION 

The Committee desire that the Government should take an early 
decision on the Committee's recommendations suggesting that a practical 
trial should be given to the healthy principle enunciated in Arficle 292 of 
the Constitution regarding fixation of a limit by a Parliament on public 
borrowings. 

(S. No. 3 of Appendix XXIII to their .68th Report-Third Lok Sabha). 

A memorandum containing Govrcnment's final views has already been 
sent to the Lok Sabha Secretariat vide this Ministry's M. No. F. 4(41)- 
W. & M./65 dated 28-1-67. This fact was also intimated in the action 
taken statement on thc 52nd Rcport of the Committee vide this Ministry's 
0 . M .  No. F. S(26)-B/66 dated 16-2-1967. 

ANNEXURE 

GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

(Department of Economic Main)  
New DeLhi, ihe 28th January, 1967 

MEMORANDUM 

~ U B J F C F  :-Fifty-second Report of the Public Accounts Committee (Third 
Lok Sabha)-Statutory Coatrol over Government's bomruings. 

The Public Accounts Committee in para 2.13 of their Fifty-seumd 
Report (Third Lok Sabha) have made the following recommendation : 

"The Sub43mmittce find it difficult to appreciate the stand taken by 
Government on this issue. In view of the provisions cuntained 
in Article 292 of the Constitution and the fact that such statutory 
limits do exist in other cwnmes and that the debt of the Govern- 
ment of India has been steadily increasing, the Committee would 
like to reiterate thdr earlier recommendations on this subject." 

2, Thc reasons for which the Government of India found it diicult to 
accept the recommendation of the Public Accounts Committee in the matter 
d fixing Wit on the borrowing powers of Governments were explained in 
the two memoranda submitted to the Committee earlier, once in Deotmbcr 
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1964 and again in January, 1966. These arc, however, briefly r emnted '  
below : 

(i) The constitutional provisions regarding ~overnment's borrow- 
ings is prm~ss ive  and not mandatory (Article 292). 

iii) Broad limits of the nct borrowings proposed over a Plan period 
through doniestic market loans, "iom Reserve Bank, and 
through budgetary receipts corrpsponding to extcrnal assistance 
are generally indicated in the Plan documents. 

( i i i )  Thc borrowings proposed during the cnsuing financial year by 
various catcgorics arc shown distinctly in the Budget presented 
to Parliament. Tllc budget dwunicnts, of course do not indi- 
cate the timing as well as  the terms and conditions of the pro- 
posed borrowing nor would it hc possible to do \[+-even it 
there is to bc any statutory provision in regard to limits etc. 

( i l . )  Parliament has :lmplc opportunity to discuss the proposed 
borrowings by Government ( a )  over :1 Plan period and ( b )  
also during thc cnsuiny financial >car when it discusscs the 
Plan and the annual Budget. Moreover, in the ultimate ana- 
lysis Govcrnrnent's borrowings from all sources arc limited by 
the supply prantcd by Parliament. the rcyuircmcnts for which 
cannot bc rnircd th rou~h  sources likc Rcvenuc ctc. 

I (1.) Limits on borrowings from Kcscrvc H:lnl\ prcscnt :I spcciril problcn~. 
These vary not only from year to ycar hut cccn from timc to timc 
during a year itsclf, according to .circumst:~nccs. ncccls :~nd other 
considerations. I t  is only thc net borrowing over a n y  yca1 uhich 
is of significance but any enactment in regard to limits uould have 
to be with refcrcncc to the m:tximum amount oC borrc>\\iny it1 any 
time and not Ihc nct over thc ycar and this would be misleading. 

(vi) Limits on external borrouings would he even morc difficult. The 
cxtent of such borrowings depends on the prevailing circumstances 
and involves patient negotiations. I t  would not be desirable or  
even practicable to put limits on such borrowjngs having regard 
to the factors which atTect csternal assistance. 

(v i i )  If borrowings from Rese~ vc Bank and foreign loans ale lcft out, 
any legislative approval for the ~esiduary borrowings w i l l  have 
little significance. 

(viii) If notwithstanding thc foregoing consideration statutorj limits ;Ire 
thought necessary, these would have to bc sufficiently wide so 
that the need for frequent amendments t o  the statute does not arise. 
On the other hand, such wide limits--which are by and large already 
set by the Plan documents and thc annual Budgets-will serve no 
practical purpose. Statutory limits would, therefore, confer no 
advantage but on the other hand, hamper the flexibility which is 
now available. 

3. The recommendation made by the Public Accounts Committee in 
pnra 2.13 of their Fifty-second Report has been carefully considered. Govern- 
ment's orders bave also been obtained keeping in view the recommendation 



in para 2.52 of the same Report. I he rraccns for which the Ccrrmittee h a ~ e  
reiterated.their earlier recommendation are ccnsidercd belcw:- 

(i) The position regarding Article 292 of the Constitution has been 
explained in the earlier paragraph. 

(ii) The position regarding satutory limits on Government's borrowings 
in other countries has been explained in the Memorandum sub- 

* mitted to the Committee in December, 1964. In particular, it 
might be stated that in the United Kingdom the National Loans 
Act 1939 and the Annual Consolidated Fund and Appropriation 
Acts empower the Treasury to raise any money required for meeting 
the supply which has been granted and an addition, a sum not 
exceeding £250 million besides the money required for the repay- 
ment of maturing securities or any treasury bills or ways and means 
advances. In addition, the annual Appropriation Acts also give 
statutory authority to borrow temporarily for meeting the appro- 
priation voted by Parliament. Further, the Treasury may borrow 
without any specified limit for purposes connected \\ith the coun- 
try's foreign exchange position, such as the provision of :tdditional 
Sterling capital in the Exchange equalisation Account and the 
maintenance of the value of the United Kingdom's subscription to 
1. M. F. and the 1. B. R. D. These provisions in effect mean that 
the limits on Government's borrowings in U. K. are very wide. 

(iii) Regarding the increasing debt of Government, it may be stated that 
Government borrows both internally and externally to meet the 
requirements of mvestment for purposes of development as envisag- 
ed In the Five-Year Plans. Recourse is taken to internal borrom- 
ings not only as an alternative but as a supplement to taxation. 
Similarly, external borrowings are made in order to finance thc 
imports necessary for development, which cannot be met out of 
export earnings, and they cannot be discountinued till the country's 
export potential is built up with such assistance. The increasing 
debt of the Government should not therefore be a consideration 
for imposing a statutory limit on borrowing-at any rate, at thi4 
stage of'the country's development. In any case, the requirement, 
in this regard consistent with expectations are already set out in 
the Plan documents which (including the strategy of development 
through internal savings and external borrowing of the order 
indicated). Parliament has full opportunity to consider-takin~ 
account on the one hand the increasing burden of repayment and 
on the other the consequences of doing without the whole or part 
of the foreign assistance available. 

In the circumstances, Government continue to he of the view that no 
real advantages will be secured by prescribing staturory limits on Government's 
borrowings and that such limits, if imposed would not only not result 
:n greater control but might on the other hand hamper the flexibility 
now available. 

Recommendation 
In the note (Appendix VI) furnished at the instance of the Committee, 

i,t is stated th i t  "No percentage of overhead expenditure was prescribed while 
sanctioning grants to voluntary organisations other than Bltarat Sewak 
M 32LSS/fi!&8 



Samaj." The Committee are surprised to note this. They do not understand 
why, when it was decided that the averhead charges should not exceed 5per 
cent to 7 per cent of the gross expenditure in the case of Bharat Scwali Samaj, 
it has not been made applicable in ail other casts. 

[ S .  No. 19, Para 2-28, Appendi~ XXIll to 68th Report (Third Lbk 
Sabha)]. 

Action taken 
It is no doubt true that while conveying ordcrs to thc Shnrat Scwiik 

Samaj in Jure, 1964 that thc- supervisory charges should not cxcced 5 lo 7 
per cent, similar instl.uctions to cover other organisnticln url-c not issued 
as there is necd to m:lintain e1:lsticitg in this respect to suit tlic v:iryin~ ccrdi- 
lions of operations of other oryanisaticns. 

Recommendation 
Thc Ccnunittcc arc of the vitw th:it thc practice of sancticming a grant 

for ri financial yt ar 2nd thc 11 a l l o ~  ing L stc nsion of' timc 10 spcnd thc wnlount 
in the ncxt y cir should not h r~ sorti d to ::nd on so much of the grant should 
bt paid during any financial ytar as is likcly to be cxptndcd during the year. 

(S. No. 36-Para 2.49-Appendix XXlI I- Third Loh Sabha). 
Action taken 

Thc Commiettee's \iew in this r~gard  has bccn notcd and ncccssar> 
x u o n  1s being tahtn accordingly as far as pos\iblc.. Each casc is k ing  
dccidid on its facts and merits. 

Recommendation 

Thc Ccmmittcc would likc to be infornicd of the numlw of Famil> 
Planning Oritntation Camps held in varoius States b) diffcrcnt Voluntary 
Organisations during the last three years. Thc Conmittcc arc also of thc 
opinion that it is desirable to haw periodical rcports from thc State Autho- 
rities about the effect of such camps being held. 

[S. No. 26, para 2.50-Appndix XXIII to 68th Report (Third Loh 
Sabha)]. 

Action taken 
The required information is given in thc attachcd sa tcmnt  (Not 

printed). The vicws of the Committee regarding priodical n p r t s  haw ken 
noted. 

Recommendation 
Sincc the recovery at thc rate of rupee onc per tonne had bctrn mrrdc 

by the main producers during the period March, 1964 to August, 1964 and 
the same has been passed on to the Joint Plant Committee for its organisa- 
tional expenses, the Committee feel that a recovery should bc made from 
the Joint Plant Committee for the expenditure incurred on the establish- 
ment of the Iron and Steel Controller doing thc work of thc Joint Plant 
Committec during the period March, 1964 to July, 1964. 

[Sl. No. 37 @ara 3 -7) of Appendix XXlU to thc 68th Report (Third 
Lok Sabw]. 



A* t a b  
The points raised in tbe P. A. C. paragraphs mentioned above 

relate to :-. 
(i) Recovery of money from Joint Plant Committee for the 

services rendered by .the Iron & Steel Control Organisation 
during the period from March, 1964-July, 1964; 

Regarding the point at (ij above it may be mentioned that Joint Plant 
Committcc startcd functioning with c f fk t  from 1st March. 1964. TO 
start with they took up the work'relating to  fixation of prices of decontrolled 
categories of steel, administration of freight Equalisation fund ctc. The 
work relating to the planning of the iridcnts has in the naturt of things 
to bc continued by thc Iron & Stecl Controller for sometime till Joint Plant 
Committee cstablishcd itsclf with the full complcmmt of staff. As soon 
as thc Joint Plant Committcc established itself more fully and had the n e w -  
.sary staff, crc., to deal with thc work da t ing  to planning of indents, the 
work wa\ t r ans f~r r~d  to this Organisation. In the circumstances, there 
docs not appcar to bc any justification for levying any chargc on the Joint 
Plant Comnittcc on account of the planning work done by thc Iron & Steel 
Control during thc intervening p r iod  which was, csscntially a transi- 
tional phasc. 

Recommendation 
From the note furnished by thc Ministry the Conmtttec find that t h ~  

position of arrcars in rcspcct of the period upto 31-12-1965 outstanding 
against sundry debtors as on 30-6-1966 was as follows :- 
- -- - - - 

Powton 
.IS on 30-6-46 

- - - . --.  - -  - - -- - 
Rs 

( I )  DUC\ Iron, Ma~n Producer\ lS.18,418.73 
( 1 8 )  Due\ from Conrrolled Stclchhc>ldcr 1.87.818.20 

( I U )  Due\ from Re-rollers 23.94.215.77 
( i b )  Due\ from firm\ Rc-miported Sterti . 1 . 1  1.43.126-53 
( v )  Sundr! Due5 8.301 -53 - - -. - - - .- - -- - - -- - - - - - - - - 

[ S .  No. 30 para 3 -?:--of Appendix XXUI of 68th Report (Th~rd Lok 
Sabha)] . 

Thc date "31-12-1965" as given in thc Para sccm to bc a typographi- 
cal error as the outstanding position of arrears as on 30-6-1966 indicated 
in the Para is in respect of the period upto 31-3-1965 and not upto 31-12-1965. 
There has sincc l x ~ n  some further reduction in the outstanding arrears and 
the position as on 30 6-1967 is given below :- 

- - - -- -- - - - --- 
Pobttion a 

;I\ on 30-667 - -- - - -. - - - - -  - 
(In IdAhs Rs.) 

(I) Dues from MJIII P~OJLICC~S 5-40 
( r r t  Dues f ~ o m  Controlled Stoclrholdrr\ . 1 - 8 0  
(a) Dues from Rc-rolkrs 15-76 
( i v )  Ducs from arms regardmg ~mported \tee1 . 

. O  94-23 
( v )  Sundry dues . --- - -- --- - Nil. 



Recommeadrrtion d 

The Committm aru. glad to  note that as against th: outstanding o f  
Rs. 787 -73 lakhs against sundry d:btors on 31-3-1965, th: Ministry had 
sumcd:d in liquidating th: arrzars substantially and on 30-6-1966 a sum 
of Rs. 152 5 1  lakhs only was outstanding against th- sundry d -b  L tors. 

[S. No. 40 Pdra 3 -23 of App:ndix XXIlI of 68th Rcport (Third 
Lok Sabha)]. 

Action taken 
Th: outstandings of Rs. 787.73 lakhr against Sundry Dzbtors on 

31-3-1965 w x z  r:duc:d to Rs. 152.51 lakhs on 30-6-1966 and th: Sam: 
hav,: sinc: p x n  furthx rzduczd to Rs. 117 -19 lakhs as on 30-6-1967. 

Recommendation 
The Committee, how.v:r, find that ths progr-ss of th: r-cov:ry of 

the d u s  has not b x n  uniform in all thc 5 catcgori-s mmtioncd abovz. 
Whil; thxi: has b:cn substantial rxovery in th? cast of du:s from th: main 
producm and rz-roll:rs, sufficiznt p r o g a s  has not b:en mad,: in thc 
case of rxovcry of d u : ~  from control1:d stockists and on account of thc 
rccov.ry of surcharg: on importzd steel from diff r:nt firms. In the 
case of rxovxy of surcharg: on imported stcel, an amount of Rs. 215.90 
lakhs was outstanding on 31-3-1965 and on 30th Jun;, 1966, an amount 
of Rs. 1 11.43 lakhs as still outstanding. Similarly, in thc case of ducs 
from controlkd stock holdsrs, an amount of Rs. 1 -88 lakhs was oot- 
standing on 30th Jun?, 1966, as against Rs. 2 -64 lakhs on 31-3-1965. The 
Committee d~sir: that vigorous cfforts should bc mad: to cnsur: cxp:di- 
tious rxovzry of all tht~sc outstanding. Thc Committec also dsirz that 
in ord:r that the ntri.ars do not pilc: up, a suitable tim: limit should b: fixed 
for submission of the claims by the firms. Thcy would alto l ~ k c  to r:iter- 
rate th ir obwrvation contained in para 6-20 of thtir 53th R.port (Third 
Lok Sabha) in this rLgard. Thcy hop.: thc Ministry would take a dx i -  
sion on this case soon. 

[S. No. 40-Para 3 .23--of App~ndix XXlI1 of 68th Rcport (Third 
Lok Sabha)]. 

Action taken 
It has b x n  obs-rvzd by the Committcc that suficiznt progrzss has 

not b x n  made in tht case of rzcovzry of dues from controllcd stockists and 
on account of the rxovzry of surcharp: on imported stccl from diff:r,-nt 
fim. 

As for rdcovzry of ducs from controlltd stockholders, the amount of 
Rs. 1.86 lakhs outstanding on 30th June, 1966, as m:ntioned in the 
Para, has since b x n  further reduced to Rs. 1 -80 lakhs as on 30-6-1967. 
This amount of Rs. 1 -80 lakhs is covcrtd by 8 cases, out of which one 
case involving a smI l  amount of Rs. 8 -10 is covcrcd by firms' counter claims 
on revaluation account. The pr,-sent position in rzgard to the remaining 
7 cases is that those have either already been rzfcrrcd to the Court or are 
being processed for taking Court action for rcmvcry of the dues. An 
analysis of these cases may be given as undcr :- 

(i) Two cases involving an amount of Rs. 0 -73 lakhs arc subfudice 
in the Court of Law. 
C 



(ii) One case involving an amount of Rs. 0.30 lakhs is with the 
' Official Liquidator, Bombay. 
In respect of three cases involving an amount of Rs. 0.76 
lakhs, it has already been dccided to institute suits against-the 
firms concerned. Out of threc cases. in one case Government 
dues are coveredoby firm's~~ecurity" deposit to thc ext.ent of 
Rs. 25,000. 
One case involving an amount of Rs, 0 -01 lakh Itas been re- 
ferrcd to Deputy Legal Adviser, Calcutta, for advicc in the 
matter of filing a suit against the firm concerned. 

It would thus appear that in ali these cascs recovery action has to  
await decisions by Court/Liquidator. 

Regarding recovery of surcharge on imported steel, the amount of 
Rs. 111.43 lakhs outstanding on 30-6-1966 as mentioned in the Para has 
since been further nduced to Rs. 94.23 lakhs as on 30-6-1967. The amount 
outstanding on account of surcharge is largely due to the following 
factors :- 

( i )  Deficiencies in documentation. 
(ii) More and principle of calculation adopted by the Iron and 

Steel Control and of the parties are quite different and dis- 
putes and differences have arisen. 

( i i i )  According to the Iron and Steel Controller's books, in most 
of the cases net sums are due to the Equialisation Fund after 
considc ring parties' counter claims, whcrcas according to  
thc parties it is the Equalisation Fund that has to pay 
money to them. 

( i r )  Claims and counter claims arising out of imports which wen: 
not always backed by regular valid contracts or there were 
other dcficicncies. 

The x t t k m n t  of surcharge claims to a large ixtrnt depend on the 
scttltmnt of various parties' claims against the Govcrnmtnt andton settle- 
ment of huge dc ficicncies in docum ntation and othcr irri gularities. The 
deficicncics in documcnts and wanting information, howcver, are matters 
owr which Iron and Stecl Controllcr has no powcr to waive. Each case 
had to be rcf~rrtd to the Ministry of Iron and Stccl for a formal waiver 
of the Governmi nt to be obtaint d. To avoid this situation, a High Power- 
cd Committee was formed by the Govcrnmcnt on 30th August. 1965, con- 
sisting of the Iron and Stecl Controllcr, h p u t y  Financial adviser at Cal- 
cutta and Pricc and Accounts Offiar to dcal with the claims in nlation 
to various imports. Full powcrs of Govcrnmcnt havc been delegated to 
this Committee to txaminc and scttlc thc pnding cascs of paymznts due 
to and due from Govcrnmcnt in comtction with thc imports, if ncassary 
by ad hoc d~cision across the table. Thc powtrs also include thc dis- 
crction on bchulf of the Govcrnm nt to waive dcficicncic s and discrepancies 
as wcll as production of documcnts, if the Conmittce are othcrwix: satis- 
ficd rc garding validity of the claim. It has so far bccn possible for this 
Committee to mcct 43 tinlcs and give dicisions in u large nuhber of cases. 



The table given in Annexure 'A' enclosed shows the progress so far made 
by High Powered Committee in the settlement of pending hscs. 

Apart from finalking the axes through the High Powcred Commit- 
tee, steps arc also being taken to process cases in respect of certain firms 
through Court/Arbitration. because in all these cases it was felt that the 
disputes and diffircnccs were so wide that dccidion taken by the High 
Powered Committee would not bc acceptable to thc parties and ultiimately 
Government would have to resort to Arbitration/Court action for finali- 
sation of their cascs. Out of thc amount of Rs. 94.23 lakhs refmzd to 
above. an amount of Rs. 53 -07 lakhs pertains to MIS. Amin Chand Payarc 
La1 group of firms and M/s. J. S. Cohen & Co., and cascs in relation to 
these firms in additic n to MIS. B. R. Ht rman and Mohatta against whom 
there were no outstanding dues on surcharge account as on 31-3-1%5 
have been decidcd to be referred to Arbitration/Court. Accordingly, Iron 
and Steel Controller has already started taking Arbitration/Court action 
against these firms for realisation of the amounts due from them. Thew 
is no knowing how much time will bc required by Court/Arbitrators in 
finalising and giving decision in ail these cases. 

Incidentally. i t  may bc mentioned that out of Rs. 173 lakhs being 
the total amount of surcharge due on imported stccl as on 30.61967. 
an amount of Rs. 122 -82 lakhs pertains to MIS. Amin Chand Payare La1 
Group of firms, M/s. B. R. Herman and Mohatta and MIS. J. S. Cohen & 
Co., and the balance amount pertains to other partics. As stated carlicr 
the cases in rclation to thc above Group of firms have already k e n  decid- 
cd to be referred to Arbitration/Court. Accordingly, in respect of claim.\ 
against 12 contracts for Rs. 43 -52 lakhs. papcrs have already hccn handed 
over to the Govcrnm~mt Solicitor for filing suits against the parties. I n  
addition. for cl~ims against 7 contracts involving Rs. 30 -74 lakhs srbitra- 
tors have already bccn appointed to scttlc the di\putcs in regard to thc 
amount of surcharge rc.covcrablc. The rcst of the cascs involving an 
amount of Rs. 48 -56 lakhs arc in the process of buing finaliccd for bcing 
considered for ref~rcncc to arbitration/Court. 

Thus all possible s t ep  are k i n g  taken for recovcry of thc outstand- 
ing amount of surcharge through High Powered Committee as w d a\ 
through ArbitrationlCourt. The Committee's recomm ndation in t h a  
respcct for making vigorous efforts to ensure cxp~ditious recovery of all 
these outstanding5 has bccn noted. 

As for the Committee's recommendation for fixing a suitable timi. 
limit for submission of the claims by the firms and rcitcration of their obscr- 
vation in this respcct as contained in Para 6 -20 of thcir 54th Report (Thin1 
b k  Sabha). it may be m:ntioncd that a note on thc above para has sincs 
been submitted to Lok Sabha Sccrctariat on 25-1 1-1967 aftcr having h n  
duly vetted by audit. 





Recommendation, 
From 'mother statemsnt furnished by the Ministry, the oommittcc 

find that in some cases the claims and counter claims of the firms and Govem- 
ment pertained to the year as early as 1959-60. This docs not indicatc 
a satisfactory State of Affiiks. Thc Committee dcsirc that suitablc steps 
should be taken by the Governmtnt to settlc these old cases. 

[S. No. 40-Pam 3 ~ 2 5  of Appendix XXnI to 68th Report-(Third 
Lok Sahha)]. 

The Committee would also likc to watch tlic progress of rccovcry 
through future Audit Reports. 

[S. No &Para 3.26 of Appmdix XXlII to 68th Report--(Third 
Lok Sabha)]. 

Action taken 
The Committee's recommendations have been noted. E&ctivc steps 

have been taken to settle the outstanding claims and counter claims and 
the progress of recovery will hc intimatcd to thc Public Accounts Com- 
mittee in due course. 

The Committee arc: distressed to find that the procedure for rcmittinp 
to Government Accounts of the Money realised by handling Agents as 
cost of the Steel lmported by the Government of lndia under Development 
Loan Fund Agreements was not followed properly. They are surprised to 
be informed in evidence that for soms time the Handling Agents were per- 
mitted first to deduct their own share of the cost of Handling and then 
Kmit the balancc amount to Government Accounts. The Handling 
Agents apparently took advantage cf this and kept to th-mselves what was 
not really due to them. The Committee feel that adequate steps/measurcs 
were not taken to ensure that rcalisations were crcditcd to Government 
Account promptly and the Handling Agents took advantage of this. 

[S. No. 44-Para 3 -47-Appendix XXm to 68th Report--(Third 
Lok .%bha)]. 

Action taken 
In tam\ of the Handling Contract, thc Handling Agcnts wcrc requkd 

to make remittance of the sale proceeds at Co1. 1 pricc to thc Iron and Stccl 
C~ntroller, thc realisation made during a week being remitted on the fol- 
lowing Monday. As regards the supplies at imported price. the Handl- 
ing Agents were required to realise landed cost from the consignees and R- 
mit the C. & F. value to the Iron and Steel Controller within 7 days from 
the date of despatch. Even though Government permitttd the Handling 
Agents to adjust their remuneration and handling bills against the cost of 
the materials to be remitted to the Govcrnmmr, this wuld not possibly 
have had thc result of handling Agents kwping t o  thcna~lvcs what wa> 
not due to thcm. Aftcr all, thc rcmuncration is only a small amount 
a\ comparcd to the total amount rcprescnting thc cost of the mtcriah 
due to the Government. Since thc shipping documents werc received 



in the Iron and Steel Control and sent to the Handling Agents for arrang- 
ing clearance and despatch, Iron and Steel Control was really aware that 
money payable to the Governmmt was not being remitted. As a matter 
c l f  fact, the question of payment of the money by thc Handlmg Agents 
wds constantly under correspondence witb them. 

The main reasons as t; why in spite of dovrmm:nt's attempt for 
recovery, the sams could not b i  succ:ssfuUy enforad wcrc three-fold, as 
dctailcd bclow :- 

( i )  Thc Bank Guarantees as required under the rules wer? not 
taken for a sum of Rs. 39 -48 lakhs as has already been po~nted 
out by thc Committee in Para 3 .49. 

( i i )  the actual sale value of the imported stccl in many cases w a  
more than the amount for which the Bank Guarantee was 
taken mainly duc to the following reasons : 

(a) Statutory Col. 1 prices becam: higher at the time of actual 
supply of the materials to the consignces, while the m k  
Guarantees were obtained at lowcr prices. 

( h )  Bank Guarantees wcre obtained on the basis of p r im  
for not weight, while supplies were actually made on the 
basis of gross weight. 

(c) The elcm.:nt of "Place Extras" in respect of wire and 
wire product$ was not taken into account at the tim: of 
obtaining Bank Guarantees. 

(dl Where materials of different sizes with different Cot 1 
prices were involved, the sale prices was estimated, in thr: 
absence of detailed particulars of the materials, on the 
basis of average price. 

(1') Crtlculations wcrc made in soms casts on the basis 
of Col. 1 price while supplies were made at landed cost. 

(iii) Most of thcsc major Handling Agents, who were handling 
D L F imports. were verily thc sam: who wzre importers,! 
handling agents of tendcr,'bulk purchases. A largc number 
of thcir subsidy claims arising out of such purchases were 
still lying outstanding with thc Iron and Stccl Control mainly 
due to dcficicncy in documentation. A wry larvge number of 
thcm wen: under audit objwtions for one rtason or the other. 
In many caws the partics when called upon to pay the D.L.F. 
ducs to thc Government. took thr: stand that sinw thcir sub- 
sidy claims, which uwc older in age. IVL'W still lying oustanding 
with thc Iron and Stccl Control, they wcw unable to pay thc 
D.L.F. ducs. Thcy rcqucstcd that their subsidy claims after 
finalisation should bc udj s t c d  against rhc. D.L.F. dues of the 
Govcrnmcnt. It was ultimtcly decided in August, 1962, 
that thc Handling Ag~ms might bc ;tllnwcd to adjust thcit 
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subsidy claims on account of importcd stcel against the sale valuc 
of D.L.F. steel r e a l i ~ d  from the consignees. This facility 
to the Handling Agents was, howevur, withdrawn Ilter on. 

Recommendadon 
Tho Committee also do not'appreciate thc pica takcn by the Sccrc- 

tary Iron and Stocl in evidcncc that the total outstandings according to 
Ministry was only Rs. 63 -15 lakhs and this represented barely 2 -8, per ccnt 
of the total deals amounting to 22 -74 ciorcs. The Comrnittec feel that 
such an attitudc is more likely to Icad to delays in cffccting recoveries. 
The Comnittcc desire that vigorous stcps should bc takcn to effect rcco- 
writs in this case. 

[S. No. &--P;ira 3.48-Appzndix XXTll to 68th Rcpor-t-(Third 
Lok Sabha)]. 

Action taken 
The Committee':, recommmdation that vigorous stcps should bc 

taken to effcct recoverics has h e n  noted. The total amount still t o  
bc rccovercd from thc Handling Agents is Rs. 89.93 lakhs as on 30-6-I%?. 
After taking into consideration the outstanding counterclaims of thc. 
Handling Agents amounting to Rs. 23-89 lakhs and an amount of R4. 
1 -18 lakhs creditable to thcm on account of short landing. the net outstand- 
ing amount comes to Rs. 64 -86 lakhs. As rcbgards the steps taken to effcct 
recoverics, it has been decided that realisation of Govcrnmcnt dues should 
be made through ArbitrationICourt Action in relation to MIS. Aminchand 
Payar-la1 Group of firms, M/s. B. R.  H c ~ n a n  and Mohatta and MIS. J. S. 
Cohcn & Co. Out of the aforcsiid cwt\t;inding arnount of Rs. 89 .93 lakh\, 
a sum of Rs. 67 -35 lakhs p rtuins to the above group of firm. In rcLi- 
tion to this sum, arbitrators have alrzady k e n  appointed in 10 cases for 
claims worth Rs. 18.25 lakhs and in 17 cuscs papcr:, havc I w 1 1  hmd~.d 
over to the Govcrnm~nt Solicitor for filing suit\ in\ol\ing an  itnlount of' 
Rs. 25-82 lakhs. Rcgardmg thc balancc amount of lis. 22 -5s lukhs dm 
from other partits, ~ c c o v c ~ y  1s bcing prcg, t s s ~ v c l  niacic C I L ~ I L I  s l i  c;.:.ii ( i 

by adjustment against their adrnittcd claim.. It' I hcsc proit  :I hottlcn~cA 
in any case, arhitratinn/court ;:ction & i l l  h ~ v c  to he t a k ~ n .  

Recommendation 
The Committee are furthcr pcrturhd to note that uliilc :rppointin; 

Handling Agents the Ministry inilcci to cnsurc t i l i l t  11ic Agents t'urnishctf 
Bsnk Guarantees as r~quircd under rhc rulcs an t i  conscqucntl! :I sum of 
Rs. 39.48 lakhs rcm:iinca' uncov~rcd by Bunk Guaranrccs. The most 
ciisturbing aqmt of thc case is th:ii the Deparrmcnt I-cmaind so indiffc- 
rent to this qucstion that thcy cvcn did not know ti l l  rtc~iltl! 1 1 u t  such a 
t h n g  had happcncd. The Public Accc~unts Cornmi~rcc (1965-66) i n  para 
6-16 of their 54th Report (Third Lok Sabha) had nl~c;ldy cxpl-cswd thcil. 
dissatisfaction of similar cascs and had irnp~csscci upon tllc urgency of 
streamlining thc procedure prevailing in the officc of' the Iron and Stccl 
Controller. The Gmmittcc f l t l  tiwt thc prcscnt c a s t s  shoukl also hc 
referred to thc Departmental Committee suppcst~cl in parit 6.18 of thcir 
54th Report with a view to rxamining the circumsta11cc.s Icittfing to the 
non-observance of the prcscribeci rules and also to fix rcqw~l~ihility for 
such lapses. 

[S. No. 44-para 3.49-Apocndix XNl l  to 68th Rcport--(Third 
Iak Sabha)). ' 
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Action taken 
As regards non-furnishing of  B : I ; ~  Guarantees for a sum of .Rs. 39.48 

lakhs, action has bcen initiated to fix responsibility. The explanations 
Pornished by the various officers co~:ccrncd are currently under consjdcra- 
tion. Thc Committee's comments thai thc Department rcmined ~ndif- 
fcrcnt to the question of a sum of Rs. 39.48 lakhs remaining uncovered 
by Bmk Guarantees and  hat the &partmen( evcn did no t  know till re- 
cently that such a thing haci h'appcncci do not scem to be corroborated b y  
facts. As a matter of fact Iron and Src~l  Control was already aware that 
:I largc sum of  D.L.F. clue.\ w;s uncovered by Bank Guar-antccs b:.cau:x 
the Shipping documcnts haci to be relcaseci to the Handling Agents without 
obtaining Bank Guarantees. It came to the notice of thc Ministry in 
1962 when Iron and Stcci Controller came up with the rc quest for rcgularis- 
ing his action through a Government sanction. In so far as the whmission 
of these cases to the Depvtment:iI Committee suggcsteci in Para 6-18 of 
P.A.C.'s 54th Report is concerncci, the cascs were rcported to the Committec 
of inquiry (Steel Transactions) up in pursuance of the rccomrncndations 
containrti in the 50th Report of thc PAC and thc file.; wcr-c rcclbisitioncd 
by the Committet. Copies of the R ~ p o r t  submittcci by the Committee and 
the Resolution cmbociying Government's decision thereon \vcrc plawd 
on the Tables of the Lgk Sabha and the R.!j>a S ~ l b h a  on thc 10th May. 
1968. In the circ~rmstances, i t  was felt that thcr-e n.a\ r:c) 1'~:rthcr- nccd to 
rcfcr this c;i\c to thc Depar-tmental C m i t t t . ~ , .  

[SI. No. 4S (Pard 3.17) of 4pp:ndlk S S I I l  of 6Sth R q w t  (Third 
Lok Sabha)]. 



tioned that the supplies from S.S.1, units were not forthccming accord& 
to schedule and in somc cases, supplirs-hcd ro t  ever, stal tcd. Apairst 9,8l,(;00 . 
pairs for which orders were placcd on S.S.I. Unirs in Dt ctmbcr , 1562, 
only 2,39313 pairs wcrc delivcrt d up to the a d  of May, 1963. Fivr films 
has supplicd absolutely nothing. Btfcrc p l ~ c i ~ g  an ordtl on MIS. X, the 
Ministly of Defcncc wcrc cowultid 8s to uhtthtr  it M:r cssintial tc rlace 
acontractonthisfi~minthclightcfthru~pcrtycfrhrrcquir(mcnt~. That 
Ministry reiterated that tht y r t  quilc d >upplies at the r at1 Cf 1,75,CCO pairs 
per month and as the capacity of other rourccs was not sufEcient, thcrc was 
no option but to award a contract to MIS. X. 

3. As rcgards the position in Novimber, 1963, the requircmcnts, 
of boots ankle for the period Octrbir. 1963 to Apl11, 1964 was 4,4184 
pairs. Most of the small-scale unils still cairird la~pc quantities cf back- 
log. The procedure to be adcptcd for cowl age of thls quantity was cxa- 
mined in the Ministry of Supply in consultation with thc Ministry of Fin- 
ance and it was decidcd to cover this quantity on small-scale units and 
large-xale units at the late of Rs. 20- 10 ~ C I  pail wh~ch h ~ d  been rcccntly 
allowed to M/s. X. by negotiations. The rtason for pkccmnt  of orders 
on negotiated basis instead of t c~dc r  s was that thti t wi.s ma] kcd inclease 
in the price of raw-materials and it was considcrcd that   here was no pssi- 
bility of getting lower rates as a result of tcnde~s. This was also cwfi~rn- 
ed by the Director of rndustries, U.P. Accordingly, orders for 3,65.000 
pairs were placed-1550000 on MIS. Xand the rest on small units on the 22ad/ 
28th November, 1963. 

Aodit Okr~rt ion 
The statement in para 3 that there was marked incrcase in the price 

of  raw materials and that it waF wnsidcrcd that thtr c was no possibility 
of getting lower rates as a result of tenders has no basis as  the Dirtctof 
General, Supplies and Disposals did not test the m a  kc t priccs through a 
tender enqulry. The tender rrquirits isrutd 1: * t  I 8 .d .  in fcct, belie 
this apprehension and showed that at least since Octcbr ,  1963 onwards, 
there was a downward market trend :- 

Ta&n opened on 19-10-1963 . . . . Orders placed at rates frcm 
Rs. 18-99 to Rs. 19-30 per 
paw. 

Tcndm opened on 441964 . . . . Orders placed at rates rum- 
rng from Rs. 18-37 to 
Rs. 18-49. Even Brm 'A' 
had quoted tho rate of 
Rs. 18.49 pcr pair. 

The Committee also do not find any justification for avoiding thc 
caning of tenders on the assumption that thc cr dcrs bc irp large as ccrrpared 
with the capacity to supply, thcrc w ~ s  thc ch:rcl c f  1)-c PI k t &  EclrF up, 
asnocheckwasa l somdctosce  whclhcr thc pricc:.qvrltd wcrt riaron- 
able or they were on the high side and  what was the malkct trerd st th4t 
time, Although the Stcrctzry cf thc Depzrrmt nt  of S q p l y  and Tt chni- 
cal Developmcnr statcd in cvidircr thpt 2s a result cf analysis m ~ d c  thc 
opinion exprenscd was that thc m t k t r  c!i@ rct  r12lly irdicp~c a dcwward 
trend, the Committec feel that in October 1963, the markct rrcnd did (how 
that the price level was going dcwn as was cvidcnt f i rm thc limited ten- 
ders invited at that time and yct whcn thi crdc I S  wcrc rlrccd in Ncvcm- 
ber, 1963, this fact was complctcly ignorcd and the ~ r d t  I S  W C ~ C  p l~ccd  at 
higher rates. During thc course c f  evidence whcn this issue was riciscd 



the witness stated, "&e shall look into the matter. There might have 
been an error of judgement. But we shall certainly look into the matter 
SO that this sort of thing does not happen in future". The Committee alsn 
find that the Ministry failed to take advantage of the lower prices when, 
09 completion of the contract by 5 firms at lower rates, the Ministry failed 
to enquire from them if they could supply more. During the course of 
cvidence the witness explaining the position stated, "that, as I said, we 
should have asked." . 

[SI. No. 48 (Para 4.18) of 'Appendix XXIII of the 68th Report fThird 
Lok Sabha)]. 

Action taken 

As regards the tcnders opened in Octobcr. 1963, the position is that 
the order plaecd on MI$. Z in December 1962 for 21,000 palrs at Rs. 19-10 
per pair for dclivcry by Scptcmbcr 1963 was canccllcd 2nd a limitcci tender 
enquiry for cffxting risk purchase was issued. Tenders were cpened on 
the 19th Octobcr, 1963 and the prices ranged from Rs. 18.28 to Rs. 22 
per pair1 

2. The question is whether the tenders opened in October, 1963 
really revenled a lowcr trend in prices which would have justified further 
purchases being made on the basis of rcrders only. In all 25 tenders 
werc received on this occasion. Out of 19 firms on whom orders werc 
placed in December, 1962, as mnnv as 13 firms quotcd against this tender. 
Of these firms one firm quotcd Rz. 201- per p:qlr and another firm quoted 
Rs. 19.50 per pair, while all other firms quotcd Rq. 20- 10 per pair or more. 
The performance of the firm which quoted Rs. 30J- per pair had not h e n  
found to he s:itisfxtory and no further order was placcd on them. Tf 
there was any lower trend in prices. it is rcasonahlr to assume that 211 these 
firms would have quotcd lower prices. The f ~ c t  t ! n t ,  out vf these firm, 
only two firms quoted slightly lower prices would indicate that no lower 
trend in prices was noticeable. 

3. 0 ~t of  25 firm.; whn  tendcrcd. only F; firms quoted prices lower 
than Rs. 20.10 per p i r .  Of thew, three f i r m  were not considered 
catl~f.~ctory, and no orders wcre placcd on them. The combined capacity 
of the rcmnining five firm5 was only 20.000 pairs per month. I t  will 
seen that thesc were very small firms and that their capxity was very limited, 
and when the demand in hand was a b u t  4 1 / 2  lnkh pairs, the prices quoted 
by these small firm5 could not be rcgnrded 3s an inc'ication of the 
price trend. 

4. As regards the qucctim of placing further orders on the five firm.. 
who quoted lower rates in Octobcr, 1963, the position i4  that the capacity 
of these firm$ was actually booked up to M m h ,  1964. The question of 
placing further orders on these firm after their completing the contraas 
supplied did not arise hecause, when the position was reviewed in March, 
1964 it was fclt that the total demand in hand had considerably dwindled 
and was only approximately 3.67 lakh pairs and the urgency had also be- 
come less. It was, therefore, thought fit to go out for tender on a n  LTJ, 
basis with a view to taking advantage of the fact that considerable capa- 
city would become idle with certain units from April 1964 onwards. 



Audit Observation 
The Department's statement in para 3 of them reply in .regard t o  

S out of the 25 firms who had tendered in October 1963, that the prices 
quoted by them could not be regarded as an indicat~cn of the price trend in 
view,of the larger demand in hand does not seem to be tenable as no check, 
as already stated under para 4 -  17 above, was made to see whether the prices 
earlier quoted were reasonable or not and what thc market trend at that 
t ~ m e  was. The fact that a quantlty o f  65,890 pairs was covered at lower 
rates from Rs. 18.99 to Rs. 19.50 per pair as a result of tendcrs opened on  
19-10-1963 d ~ d  go to ~ndlcate dovn\\ard miirkct trcnd. This fact seems 
ro have hccn ~gnolcd b~ thc Dlrccto~ Gcnc~al  (Suyplles and Disposals) 
while pl;tc~np ordt.14 ~ ! t  I I I ~ . ~ I ~ I -  r:~tc\ In N o ~ c m b u .  1063, on ncgotiatcd 
basis. 

?he Comniiltec kc1 that aflcr thC acutc state of emcrgcncy was 
~Ivr r  the hlinistr? should have studicd I he market trcnd thoroughly and 
3scertaint.d from those \+hi)  h:iJ suppllecl the boor\ at chcapcr rates about 
their capacitj to supp l  mcIrc hcfi~rc placing l'rchh ordcrs at h i g h  ratcs. 
In the opinion of the Comrnittec this \ \as  an oh\ious frlilurc on the part 
of the Ministry. Thc Committee hnpc that thc Department uould be 
more careful in placing ordcrs in future in similar circumstanccs. 

[SI. So .  49 (Para 1-71  ) 01' .A\rpcnci~\ XXIII the 68th Report (Third 
Lok-Sn bha )]. 

Action taken 

From the position explained against SI. ho. 48, 11 will be seen that, 
at the earlier stages, it Has considered necessary to take every possible step 
to  book all the a ~ i l a b l e  capacity for the nianufacture of shoes. 'The lower 
offers uhich became rtwilable In October, 1963 were also fully utilised. 
In April, 1964, as soon as t h r  posltlon had eased, 11 was dccided to go in 
for tenders. 

.Audit Observation 

There xems to be no basis for the Department's statement that all 
the available capacity for thc manufacture of shocs had becn booked as 
the Director General, Supplies and Disposals had not ~ Q I J ~ J ~ Y  ascertained 
from the firms who had supplied boots at cheaper rates whcther-and, if 
so, how many pairs the5 would be ablc to supply. It is in view of this 
that the Public Accounts Cammittcc have expressed the hope that thc 
Ministry would be more careful in placing ordcrs in future in similar cir- 
cumstances. The Department have not statcd categorically in their reply 
the action they proposc to t a k r  in this recommendation of thr Commit- 
tee. 

The Committee feel that the Govcrnmcnt filikd to takc advantage 
of the prices going down from October, 1963 cinnards, when therc was: 
delay in the delivery of poc;ds on the rart of wme of the parties. The 
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Government should have either cancelled the orders, made a risk purchase 
o r  re-negotiated the price but they did neither of these. . 

[SI. No. 50 (Para 4.25) of Appendix XXIII of 68th Report (Third 
Lok Sabha)]. 

Action taken 

THC position regarding thc priccs thro\.vn up in October, 1963 has 
been cxplaincd. 

.Audit Observation 

As slated in the Audit para the delivcty periods in rcspeR of certain 
acceptances of tender \\ere cxtcndcd in 1964. from December, 1963 to 
March. 1064 without securing :jny reduction in the contract prices o r  
levying any liquidated damages. The Department's reply does not cover 
the polnt r a i d  by the Public Accounts Conmittee as to  why the purchaser 
did not takc advantage by securing reduction in  prices if, after conclusion 
of the contlxcts, thc suppliers fnilcd to s u p p l  the stores within the stipu- 
hted cfclivcrj periods, particularly \vhc'n there \vn\ a Sail in the market 
price.< :I\ stated in Para 4 .17 and 4 -  18 above. 

Recommendation 

I hcj ;Ire surprised to note hov.c\er that cltcnvon \\a\  g1Lc.n to  Firm 
'A' i iplnst t ~ o  difTercnt n ~ d e r s  due to dela) in inspect~on and delay in 
pvinp p:tch~ng Instructmns. The Comm~ttee de sm that responsibility 
for t h ~ s  dclah should be fi\cd and prompt action taken against the delin- 
quent oflicc.r<. 

[SI. hc). 50 (Para 4.26) of Appendil XXIII of 68th Report (Third 
Lmi, Sahhn)]. 

Action taken 

The disciplinarj. aspect is bcing examined and the result   ill be com- 
municated in duc course. 

Recommendation 
-1 lir. C'ommittee ;1Iso find from the statcrncnr that in one case (S. No, 

14) the A 1 \\;is cancelled on 26-9-1963 and entlre quanllty repurchased on 
12-ll-1963 at l o ~ e r  rate. Therefore, 11 15 q u ~ t e  clear that the market trend 
of pr~cc  Ic\cl had actuall> pone down c\en tovards the end of 1963. 

[SI. Nc). 50 (Para 4.27) of Appendix XSl l l  of 68th Report (Third 
Loli Sa bh:~ )]. 

Action talien 

The pos~tion regarding thc pricch in Octobcr. 1963 has alrrady been 
explained against S1. No. 48. 
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CHAPTER V 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF* 
WHICH GOVERNMENT HAVE FURNISHED IbJTERIbf 

REPLIES. . . 
Recommendation 

The Committee would like the Ministry to ensure that so long as 
the  guarantee given by Government on the loan is operative, the financia1 
interests of the Public exch:quer are fully safe-guarded. T h q  a h  desire 
that in view of the sound financial position of the company the question 
of cancellation of the guarantee given by Government on the loan taken 
from the State Bank of India should be taken up with the &mk. 

IS. No. 13-Para 1 -58--of Appendix XXIll of 68th Report w r d  
Lok Sabha)]. 

Action taken 
The question of cancellation of the guarantee given by the Central 

Government has been examined in consultation with the State Bank. While 
the balance sheet as a t  30th June, 1968 shows some improvement in the 
financial position of the company, a clcar picture of its present position can 
be had on perusal of the balance sheet as  at 30th June, 1966, which is yet 
t o  be published as also a copy of its proforma accounts for the year ended 
30th June, 1967, The State Bank of India has observed that the question 
of continuation of the guarantee by the Government cannot be directly 
relatcd to the improvement shown by the company in its working results. 
This is because the advance of Rs. 95 lakhs granted to the company under 
the p ~ v i o u s  management was called up by the Bank and on default made 
by thc company and the provisl)s guarantors to repay the outstand- 
ing on thc account, the bank filed a suit in 1957 (suit No. 2027 of 1957) 
against thc company and the guarantors. However, the Governnient re- 
quested the bank in 1958 to withold taking any steps for the realisation 
of the amount due from the company and to continue the credit facilities 
granted to it to erlablc ttw company to carry on its business. At the sug- 
gestion of the Govcrnmrnt. the bank continued the advance and had re- 
fraincd from taking any further steps for the realisation of the amount. 
Having regard t o  these considerations. Govcrnment agre,d to guarantee 
the adcancc on 4-9-1959 which is being continued. The bank has further 
poitttcd out titat it is necessary that the various litigations pcnding against 
the company should be taken into consideration in examining whether t h e  
bank could bc asked to continue the advmcs solcly against stocks and 
withot11 Governmtnt guar:tntct-. As n t  30th June. 1965 the contingent 
liability of the company in respect ol' the suits filed against it, in rtspcct 
of issue of forged scrips amounted to Rs. 89.32 lakhs which is very high 
in relation to i ts  tangible n- tworth of Rs. 120- 12 lakhs. The bank has 
furthcr obsenwi that the safcty of thc c~dvancc cannot be judged purely 
with reference to the security at present awilablc'. should the company 
face n crisis. realisation of security. especially in an engineering complex, 
would posc serious dificulties. Apart from the foregoing consideration, 
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the bank has pointed out that the company's further niangement and fioan- 
cia1 position is still uncertain. According t o  the bank the ndvnnce grant- 
ed  t o  the company cannot be considered t o  be a normal banking propo- 
sition and continuance of the advance would not really be advisable for the 
bank unless it is protected by the Government's guarantee. The consi- 
derations advanced by the bank in support of the continuance of the pre- 
sent guarantee have considerable force, and Governmtnt considers that 
cancellation of guarantee would create insurmountable difficulties for 
the company. 

2. Recently, the Central Government have agrccd to the Com- 
pany's request t o  provide further guarantee for an amount of Rs. 32.78 
lakhs. The additional guarantee is to consist of (a) a counter guarantee for 
Rs. 15 lakhs in addition to  the existing cash credit of Rs. 95 lakhs, this coun- 
ter guarantee being valid for a period of one year from the date of with- 
drawal of the amount; and (b) a guarantee of Rs. 17.78 lakhs in respect of 
the equipment, i.e. Horizontal Boring Machine, to  be purchased and mort- 
gaged t o  the State Bank of India. this guarantee being valid for a pericd of 
five years but being progressively rcduccd by an annual amount of Rs. 
2.80.000 plus intcrest thcrcon. 

The necessity of the first guarantee has arisen out of the currcnt eco- 
nomic situation, marked by an all round financial stringency, lack of orders 
and increasing costs by way of rise in w a y s  and salarits. I h c  ccmpany 
at present is engaged in executing large contracts for povcr-nmrnt dtpart- 
ments and undertakings cstending over long pcriods. I t  takes quite a long 
time in getting the ~ a l u e s  o f the  work done realiscd. Kc, dnubt ud.hor 
payments arc received by the company for the value of thc \vwk done but 
there are two time-lags for receiving those pagmcnts. namely ( I )  billing has 
to  be done necessarily for valuc of work less than the actual \aIuc of work 
done and (ii) the payments arc delayed by at lrast two to three nionths ncce- 
ssitated by a detailed check of contracts. estimation of valuc of stiel work 
done in terms of Innnage rnvolvinp elaborate clerical work. Furthcr 
under the prc\alent system of C;o\ernnicnt pa)mcnt only YO;,, of the value 
of the work done 1s realiscd and the balance of 10% is ~ x y a h l c  c.nly after 
the work is fully completed. In most cases such payments ar-c not avail- 
able to the company even after six months of completion of the work. 
For example, last gear tlir ccimpany cxtcutcd a work f o r  \ t i c  Hindustan 
Rourkela Plant and submittcd its tinrtl bill for paymtnt in Dcctn~bcr.  19M 
but the payment was hcld up resulting in locking up 01 Rs. 10 Iahhx. Or1 
the other hand, the company is unablc to  pct credits to  thc 5:Inlc t\ tcnt f r c  111 
its suppliers. Further hills cannot bc submitted in r t r p  c~ c f rsrt w o r k  
done unless that part is a \elf-contained onc. The ccndltrcn 0 1  j-;~jnirnt i n  
most cases arc very rigid and no payment ir, made unIc\s thc uork has been 
tione to  thc entire satisfaction of  thc concerned authorities. 

Thc company tias rcprescntcd that bccause of the i!(.Or~hilld ~ i rcuni -  
stances it would not be possiblc for it to pay u a g s  frt In  non nth to  month 
unlcss it hits got sufficient facilities for rlraw~ng from thc hank in cox. its 
bills are held up for nomc reason. Thc company has hccn undcr- the mil- 
nagernent of the Gout-t and indircctiy undcr thc manaprnicnt of' thc Cjo -  
vcrnment for over 10 ytars. It will po a p i n s t  the Cio\crrin~cnt i f  i l t  this 
stage the company i 4  ~c;rnpcllcd t o  ! , I I S ~  ntl  its activiric~ (.\\ i11g 10 lack of' 
funds t o  meet i t \  irnmdiatc c~hlipations. 
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Regarding the Horizontal Boring Machine, the company could not 
further pootpone the purchase of this #machine if it had to continue in the 
field as manufacturers of rubber mill machinery. Though at present the 
cpmpany manufactures 72% of rubber mills manufactured in the orga- 
nised sector in the country, of late there has been a great change in. the 
demand pattern and some of the clients of the company are stated to have 
started switching over to otYIer mills equipped 'with improved techniques 
of manbfacture. The company cannot undertake to manufacture bigger 
and sophisticated rubber ~nill machinery without the Horizontal Boring 
Machine. Due to the financial stringency the company. is not in a posi- 
tion to meet the cost of this machine from its own sources. . It  is stated that 
the State Bank of India have informed the company they would not be 
able to deal with its case purely on merits since it is surrounded by a large 
amount of litigation relating to the duplication of shares done by the erst- 
while managing agents. The company has stated that with the profits 
arising out of the installation of this machine it would be in a position to 
meet its re-paymcnt liabilities without any strain. I t  has therefore, stress- 
ed that the need for thcse loans is very urgcnt. I n  the circumstances it 
has no alternative but to approacll to the Central Government to ap- 
prove of its proposal to guarantee thc additional amount for its smooth and 
cfficicnt working. 

3. A\  ~ncntioncd in Parngrnph 1 . 5 7  of the 68th Rcrort of the Pub- 
lic Accounts (lammittcc, the <lrrangcmcnt made for management of thc 
company is conducivc to securing thc financial intcrcsts of the public 
e~chequer. Ilowcvcr, this Department is nctikely ccnsidering, in consul- 
tation with the Ministry of Law the question of  taking over thc control of 
the company hy acquiring gcnuint. ~hnrcs thcrcc,f. 7-hc ayprcpriate pro- 
posal will bc placcd in due coursc hcl'orc the Cabinct for a dccisicn. Thc 
delay is partly Juc to the fact that  the rrops31 i n \ v l \ ~ d  ~ h c  questicn as 
10 how the spurious :rnd genuine slirircs could he di51inguishtd and :J \SO 
t l ~ c  determination nfthe \aluc o f  ~ h c  +arcs of the ~cnirany.  

Further Information 



Point No. ( I )  

Point No. (ii) 
Whether the management of the cornpan) 

has beep taken over by Government. 

State Bank in December 1967. 
On re-payment of first ins- 
talment of the principal pf 
that loan and on payment 
of interest on that loan, thc 
liability of the Government 
under this guarantee has 
now been reduced taRs. 13 . I9  
lakhs. 

Reply 
The proposal to obtain control 

of the compan by acquisi- 
tion of all its d a r e s  is under 
active consideration of the 
Government. In order to 
implcmen t this proposal, a 
firm of Chartered Account- 
ants were appointed in 1968 
to value the shares of the 
company. The report frcm 
the auditors has since been 
received and steps are being 
taken to reach a final deci- 
sion of the Government in 
the matter. 

The company continues to be 
managed by a Bcard ofD:rec- 
tors appointed by the Cal- 
cutta High Ccurt under 
a scheme sanctic ned by i t .  
Out of 6 Directors of thc 
Board, 3 arc Government 
oficials. The Chairman is 
a senior Chartered Account- 
ant appointed by the High 
Court on the uigpcstion of 
thc Government. One other 
Director is the Manaping 
Dircctor of n Government 
company. 

Whether there has bccn any improvement in the Sincc thc guarnrltce w m  cxcc~~t -  
working of this company. ed in 1959 the company has 

been in.rpro~.inp its financial 
position by reinvesting its 
profits in husincss. During 
thc ycar endcd 30111 June 
1967 the cnmpanv made a 
profit of Rs. 15 9 1  lahhs 
aftcr providing for dcprccia- 
tion but hcf'nre providing for 
Taxation and dcvclopment 
rebate. The total loans ad- 
vanced by the State Bank is 
not only secured by current 
assets which stood at Rq. 
153.52 lakhs as at 30th 
June 1967 hut also by mort- 
gape of net fixed assets ex- 

- cludinfi goodwill of Ks. 89.33 
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lakhs (net o r  depreciation). 
The company has however 
recently approached the Go- 
vernment for further assist- 
ance in raising workini funds 

, as it is experiencing shortage 
of cash due to various reasons 
including delays in finanlisa- 
tion of its claims, investment 
jn fixed assets and increase 
In turnover. The company 
has further stated that during 
the year ended 30th June 
1968 it has ipvested in fixed 
assets Rs. 31,29,209/- only 
part of which (Rs. 14 lakhs) 
was financed by the term 
loan advanced by the State 
Bank of India in December 
1967. 

On a request from the Company, 
the Government of India have 
agreed t o  extend the peried 
of guarantee under the Tri- 
partite Agreement for a fur- 
ther period of six months 
with effect from 1 l th Kkcem- 
ber. 1968. 

This Note has been vetted 
by the Accountant General. 
Central Revenues, New Delhi 
vide his U.O. No. RR37-1167- 
6911056 dated the 20th March 
1969. 

(A. C. BOSE). 
Joint Secretary to the Cdvt. of 

I~rdia. 
24-3- 1969. 

Recommendation 

The Committee are surprised to find from the note (Appendix VI sub- 
mitted that the percentage of gross expenditure incurred by the Bharat Sewak 
Samaj on sup':rvisory charges during 1964-65 cam? to 21 % of the gross expen- 
diture although in June, 1964 formal orders wcrz issucd that supervisory 
charges should not exceed 5% to 7%. This indicates that the Samaj who 
had incurred about 22 % of the gross cxpxditurc on supervisory charges in 
1962-63 had against spn t  21 % of the gross expenditure on sup:rvision charges 
in 1964-65 thus violating the o&rs of Governrmnt issued in June, 1964 
restricting the expcnditurc to 5 %  to 7 x .  The Committee learn from. the 
notes (Appmdix IV) that the Samaj has bwn askcd to rcfund the excess expen- 
ditun: incurred on supervisory charges. The Committee would like to be 
informed of the final recovery of this excess from the Samaj. 

[Sl. No. 22-Para 2 -36-App:ndix XXIIT-to 68th Report Third 
Lok Sabha]. 



Action Taken 
In consultation with the A. G. C: R. the matter is being pursued further 

with the Bharat Sevak Samaj who have been asked to provisionally refund 
Rs. 19,259 subject to further audit of the =levant accounts. 

Recommendation 
e 

The Committee regret to learn that the Ministry of Infom~ation and 
Broadcasting, the administrative Ministry, continued to release the grants 
to the Bharat Sewak Samaj as directed by the Planning Commission withorst 
the Samaj submitting their consolidated accounts as required under thc 
Financial Rules and as per recommendation of the P.A.C. in their 34th 
Report (Thiid Lok Sabha) within a period of six months given to the 
Samaj for submission of their consolidated accounts. 

While the Committtec are glad to bc assured by the Secretary of the 
Ministry of I. & B. that no further grants would be released to the Saaaj 
until the provision of the G.F.R. were complied with by that body, they 
would impress upon the Ministry that an organisation which received huge 
g a ~ s  from Government should be in a position to comply with the re- 
quirementi and conditions of the pant. The greater the delay in obtaining 
the co6solidated accounts the greater will be the difficulty in getting them. 

[S. No. 31 of Appendix No. XXIII to the 68th Report of the PAC for 
the year 1966-671. 

Action taken 
The Jan Jagaran Vibhag of the Bharat Sevak Samaj were paid grant- 

in-aid during the year 1965-66 in two instalments, the first instalment of 
Rs. 2,00,000 was paid in August, 1965 and the second instalment of Rs. 
68,253 -43 was paid in March, 1966. The first instalment paid to the Samaj 
was within the period of six months allowed by the P. A. C. The second 
instalment had to be paid to the Samaj so that the activities which were plan- 
ned in advance and were being implemented by them during that year did 
not come to a standstill. No further grant has been paid to the Samaj 
thereafter. The question of preparation and submission of consolidated 
accounts by the Bharat Sevak Samaj is being actively pursued by the Planning 
Commission who is the coordinating agency in the matter of grants to thc 
Samaj. The Planning Commission set up an Accounts Cell to assess the 
state of accounts of the Construction Service of the Samaj. The Account 
Cell has since submitted its report but this does not show encouraging picture 
of tlw construction accounts. The matter is bcing further examined by thc 
Planning Commission in consultation with the Ministry of Finance. 

The Committee are not conviced with the argumsnt that due to change 
in the convenership of the Samaj. its was difficult for them to prepare their 
consolidated accounts. Thc Committee fail to understand as to how the 
change in conveners could bc a hindrance to the preparation of consolidated 
accounts of the Samaj. If such a contention is accepted, the Committee 
wonder whether in that aw the Ministries of Governmmt would ever bc 
xble to enforcc compliance of thc financial rules from receipients of grant- 
in-aid. 

C 



The Cornssittee are also not satisfied with the prmdure adopted by 
the Nniatry of hfarpation and Brbadcasting regasding SuWkGon bf the 
coizsolidated accounts by the Samaj. Apart from the Planning Commission, 
i t  is mainly the responsibility of the Administrative Ministries rekasing 
tlrt grants ro take up thik xbattcr drect Mth the gralitee. 

[Sl. No. 32 of ~ppendix XXIII to the 68th Report of the P. A. C. for 
the yeiir 1966-671. 

Aidon taken 
The observation made in sub-para 1 above has been noted. 

This Ministry agrees that it is the responsibility of the grant giving 
a encies to call for thc statement of consolidated accounts from the grautec. 

act is that the Bharat Sevak Samaj has been receiving grants from the r%e f 
various Departments in the Government for different purposes. With a vkw 
to ensuring proper coordination in the matter of grants given by the various 
Ministries to the Bharat Sevak Samaj and to avoid overlapping and dupli- 
cation a sub-committee of the Co-ordination Committee on Public Coapc~a- 
tion was set up in October, 1963 in the Planning Commission and all the 
Ministries giving grants to the Samaj were represented on that Sub-Committee. 
The representatives of the Ministry of Finance and Bharat Sevak Samaj 
are a h  represented on the aforesaid Sub-Committee. Tt was cofisidcred 
that it would prove more effective if instead of each Ministry[Department 
writing to the Samn' for submitting consolidated accounts, this work stauld 
be entwstcd to the 4 ub-Canwittee of the Cootdination Comrnittec on Public 
Cooperation. The Subcommittee met several timx to consider the question 
of consolidated accounts when representatives of the Ministries etc. concern- 
cd with thc grants to thc Samaj were present. Whatever accounts were sub- 
mitted by the Samaj, wcre examined by the Sub-Committee and diserepencies 
brought to the notice of the representative of the Samaj. Two meetings 
were heM at Secretaries level to consider this question. A t-kpresentative of 
this Ministry has been attending the meetings of the SubCommittee. It 
would thus bc seen that this Ministry have aIways been anxious to be associa- 
ted with the work of calling further consolidated accounts from the Samj. 

If, on the other hand, each Ministry were to take up the matter of obtain- 
ing consolidated accounts from the Samaj, individually, i t  would have takcn 
still a longer time as the Bharat Sevak S a m j  wcre subm~tting accounts piea- 
meal and c\cry tlme rcfcrences betwrcn thc Departments concerned for 
verification of figures ctc. were incbitahlc. It may bc added that this Ministry 
has since informed the Samaj that no further grant would bc xlcased to them 
unless they have subm~ttcd cornplew consolidated accounts to the Government 
md that thcy have been accepted as satisfactory. The Planning Commission 
have sct up an Accounts Cell to assess the state of accounts of the construc- 
tion service of the Bharat Sevak Sam. The Planning Commission feel 
that if the construction accounts arc linked with the general accounts; the 
Samaj win not be able to furnish the consolidated accounts in a satisfactory 
form. The Planning Commission arc now considering furthcr comse of 
action to be taken in thc mattcr. This Ministry is in continuous touch wit11 
the Planning Commission. 

Recommendation 
The Committee regret to find from thc Minutes of thc S u b - C ~ m m i t t ~  

of the Coordiualion Colnmittce on Public Cooperation hcld or\ 5th May, 



1966 that while the issue of grants to wipe out the deficit, reduction in the per- 
centage of matching grants to be raised and non-curtailment of allocat~ons 
for Plan publicity to the Bharat Sevak Samaj was decided upon, th'ere was no 
insistence to ensure the submission of consolidated accounts of the Samaj. 

, [Sl. No. 34--Para 2 -94--Appendix 'XXUI to 68th Report-@hd 
Lok Sabha)]. 

Action T h  
The consolidated accounts was not an item on the agenda of that 

Meeting of the sub-committee. As indicated under the recommendation at 
Sr. No. 32, the Sub-Committee has had several meetings to consider speci- 
fically the question of submission of consolidated accounts by the Bharat 
Sevak Samaj. The Planning Commission have set up an Accounts Cell to  
assess the state of accounts of the construction service of the Bharat Sevak 
Samaj. On the basis of report submitted by that Cell, the Planning Com- 
mission feel that if the construction accounts are linked with the general 
accounts, the Samaj will not be able to furnish the consolidated accounts in a 
satisfactory form. The Planning Commission are not considering further 
course of action to be taken in the matter. 

Recommendation 
The committee desire that expeditious measures should bc taken to 

W s e  the provisional payments. They feel that implementation of their 
recommendation contained in para 6.20 of their 54th report would go a long 
way to solve such problems arising out of delay in submitting claims. 

[Serial No. 41 (Para 3 ~29)- of Appendix XXIlT to 68th Report 
Lok Sabha)]. 

Action taken 
The provisional payments made up to 31-3-1965 awaiting finalisation 

as at the end of October, 1965 were Rs. 58 -24 lakhs involving 1,060 cases. 
As on 31-5-1967 this has been reduced to Rs. 12 -72 lakbs involving 235 
cases. The yearwise break-up of the above 235 cases is indicated below:- 
- 

Year No. Amount 
- - - 

Rs. 
1962-63 . . 6 11,478 
1963-64 . . 72 4,98,271 

The recommendation of the Committee that expeditious measures 
&odd be taken to finalise the provisional payments has been noted. In 
this connection, it has since been decided by Government on 6-6-1967 that 
b e  High Powered Committee constituted to deal with the claims and counter- 
claims of diffefent parties in connection with imports (including D. L. F. 
and T. C. A. imports) should also be delegated the ful l  powers of Govenunent 
to examine and settle all the pcnding c a m  of payments due to and due from 
Government r;cgarding supply of steel and acquisition of billets by the 



Registered Re-rollers. Accordingly all such pending cases including cases 
of provisiqnal payments will be placed. before the High P v d  Committee 
for decisions. 

A note explaining action taken or\ the basis of recommendation,con- 
6ained in para 6 -20 of 54th Report is being submitted separately with re- 
ference to that report. 

~ & e r  Information 
"Outcome of the consideration of pending cases of provisional payments 

by the High Powered Committee and also showing the latest position of the 
matter." 

Reply of Government 
Out of the 235 cases of provisional payments reported in November, 

1967, 194 cases have since been finalised. The year-wise break up of these 
194 cases is indicated below:- 

Year No. Amount 

Rs. 
1962-63 . . 5 6,580 
1963-64 . 60 464.527 

There were 41 cases pending as on 28-1 1-1968. The year-wise break 
up of these cases is given below:- 
- 

Year No. Amount 

Rs. 
1962-63 . 1 4.898 
1963-64 . 12 33,744 
1964-65 . 28 48,9% 

TOTAL . 41 87.638- 

Recommendation 
The Committee rcgrct to find that cvcn though nearly a dccade has 

passed not much progrcss could be made by thc ministry i n  1 ffccti~p reccvery 
from the controlled stockistsand a sum of Rs. 98.000 still rcmains outstanding. 
The Committee nccd hardly to cmphasizc rhat the matter shculd be pursued 
with greatcr vipour and with a sense of urgency. Thcy would also like to 
bc info~med of the results of the ~rbitrntion cases. 

[Sl. No. 45-Para 3.55-Appendix XXIII to 68th Report-(Tliird 
Lok Sabha)]. 

Action taken 
The subject matter concc~ ning par n 107 of thc Acdit Rr~ort (Civil) 

1966 rcflectcd i n  thc sccommcr~dations cf P. A. C. :\I para 3-55 was ~ef'errcd 
to the Committee ~ T i n q ~ i r y  (Stccl Transcctions). . 



At the time that the Committee of I ~ q u i r y  (steei Transsct'pos) can& 
dered this subject, the outstandingarpount was oply Rs. '13,764 duc from 
MIS. Bombay $tee1 Supply (Private) Limited and actibn had been puysuid 
based on the remarks contained in para 3.55 of the P.A.C. in the 68th Rk- 
port (196.6-67). An extract af the relevant r r ; c o ~ ~ e n d a t i a n  of the Conmitte- 
of Inquiry (Steel Transactions) is given below:' 

"This relates to recovery of an amount of Rs. 73,765frcmMJs. Bombay 
Steel Supply (Private) Limited, Bombay, against whom Icgyl ation 
is being taken " (p. 167). 
The final resqlt of the legal pracecdjngs will be intimtcd whcn avail- 

able. 
Recommendation 

Another aspect of whi& the - m i t t %  take serious notice is that as 
stated in the noteof the Ministry, "the date of applicationfromfirm to 1cIczfe 
of yarn to the Textile Commissioner, the date on which the Textile Ccmmis- 
sioner released yarn and the date on which the firms afrcgtdy received the yarn 
are not readily available on A/T files." The Committee are unable to under- 
stand how, in the absence of this vital information, the D. G. S. & D. satis- 
fied themseives that the yarn was not received by the firms in time, and that 
their requests for extension were justified. They desire that an inquiry should 
be held in this case by the Ministry without further delay to find out the lapses 
and irregularities and responsibility fixed therefore. 

[S. No. 52 (Para 4.41) Appendix XXII  168th Report-(Third Lok 
Sabha)]. 

Action taken 
All the 12 cases have been scrutinised, Delivery pericd was extended 

in three cases due to non-availability of yarn. Out of these cases, thelc is 
only one case where raw-material assistance was not an implified condition. 
Explanation of the purchase officer corlcerned was callcd for, which has been 
received and is under consideration. A further report will be submitted to  
the P. A. C. on this subject. 

Note containing further information required by the Action Takcn 
SubcCommittee of the P. A. C. in respect of S. No. 52 (Para 4.41) of Appendix 
X[Km of their 68th Report (Third Lok Sabha). 
Rqferettce:-Lok Sabha Secretariat D. 0. No. 2/1/86/68/P. A. C. dntcd 

19-11-1968. 
Further informntion 

Please intimate the decision taken on the explanation of the Purchase 
O h r .  

Government's reply 
The disciplinary aspect of the case is under examination and a decision 

is expected to be reached shortly. 
N. P. DUBE, 

Joint &cretary to rlre Government of India 
&'mu Delhi 
Deamber, I%$, 
43(32)/68-PI . 



I t  has been disclosed thnt the  ini is ti cculd rct lc\y p;rililbs fcr Cc- 
lay in completing the contractsin ccttajn c ~ s c s  cwirg t c  dclscy in i m ~ t c t i c n  
O f  the materials. The Committee would like the Minisl~y to ir vt tli~z4e t k e  
reasons for delays in inspccticn of the matc~ial r r d  fix I t:yr rs:biliry fcr tke 
same. 

[g. NO. 54-Para 4.55 -Appendix X W T I  to 68th Rc~ort-(Thild 
Lok Sabha)]. 

Action t a k a  
The purchase cases were scrutinized. but  of the 12 c a m  D/P had to 

be extended in 2 cases on account of delay in inspecticn. In one care there 
was delay of 21 days which is considered as normal. In the sccond case, there 
was a delay of about 10 weeks and the question of fixing the responsibility 
for this delay is being examined. A further report will be submitted to  the 
P. A. C. in this respect. 

Note containing further information required by the Action T z t n  
Sub-Committee ofthe P. A. C. in re:prct of S. No. 54 (Pala 4.55) cfArptndix 
Jwrm of their 68th Rcport (Third Ix k Sabba). 

fifereme:-Lok Sabha Secretariat D. 0. No. 2/486/68/P. A. C. dated 19-1 1- 
1968. 

Furtber Infarhnation required 
Please furnish a note indicating whethcr the qucsticn cf fixirg icaycr~i-  

bility for delay in the second case has k e n  finaliscd. 

The case has been examined frcm the vigilarcc zrglc. The dtlay in 
inspection was due to the fact that the ltpolt on  thc :crnplrs d r ~ w r  by the 
inspector from the first lot c a e ~ c d  for iv~pccticn c r  2-5-4-1St4ard dclivcrtd 
to the Chief lnspcctor of Textiles and Clothing, Kznpur, on 21-5-1964, =s 
received only on 2-6-1964. The inspation could be arrangcd only aAer 
receipt of thc test report. This was done on 6-7-1964 bccause it was not 
possible for the Norther11 India Inspcctio~~ Circle to dcpute an inspector, as 
the inspection staff was pre-occupied with the inspction of more urgent 
stores required against some operaticnal ordc rs at cutstaticcs. In the cir- 
cumstances no action was taken against the Inqectm. 

The Cornmittec regret that according to the evidercr @en all the offelts 
of the Department to g t  tnc license iss~cd by the Tcxtde Ccmmissioner 
expeditiously were of no avail. 

The Commttee feel that Governn~ent should ensure for future that with 
regard to finalisaiion of contracts and their implcmntation there is prcper 
cowrdination between various, Dcpaltments and 01 ganisations of the Govt. 
which should work as a team and see thnt delays at intelmcdiate stages are 



eliminated. If thisis ensured it will minimiseunnecessaryexpenditure involved 
in delayed supplies or purchase of supplies at higher rates. 

[SI. No. 57 Para 4.67 ;&4.68 of Appendix =I11 of the 68th Report 
(Third Lok Sabha)]. 

Action taken 
I 

The Dv. Director (Progress) in the Directorate of Supplies flcxtiles), 
D. G. S. & D., Bombay has been nominated to work was liaison C!@icer 
with the Textile Commissioner's Office at Bctmbay in I espects of 1he contracts 
placed by the D. G. S. & D. The procedul e for I he release of yarn and tops 
against Contracts placed t y  the D. G. S. &. D. is being revised by the D. G. 
S. & D. in consul~ation with the Textile Commissioner's SO as to prescribe 
:I suitable drill for the purposc. 

Recommendation 

(The Cornmittce would like to know thc final outcomc in this' regard. 
S1. No. 59 -Para 4 . 8 2 4 f  Appendix XKIII to 68th Report (Third 
Lok Sabha)] 

Action Taken 

The claim preferred by the firm is under examination and the final 
outcome will be intimated to the Public Accounts Committee as ioon as the 
firm's claim has been finalised. 

Further Infomation required 

Please intimate the final outccme of the claim preferred by the firm. 

Government's rep1 y 

The firm prefcrred a claim for Rs. 6,80,773/- on account of increase in 
the price against the A/T but on examination, an increase of Rs. 1,34,644/- 
only was admitted. Accordingly the same was allowed to the firm vice 
amendment letter issued on 23-7-1968. The firm have, however, acknow- 
ledged the amendment letter under protest and have representcd again for 
admitting the entire claim. The firm's protcst is being examintd in consul- 
tation with the Ministry of Law. 

Fmtber information required 
Please furnish a note showing the action taken against the cfficers 

concerned, pursuant to the Rtport of thc C. B. I. 
Government's reply 

Pursuant to the report of the C. B. I., the matter was examined in 
consultation with the Central Vigilance Commission and the following actions 
have been taken :- 

(I) The Deputy Director of Supplies has bccn ,wa rned to be careful 
in future. 

('2) The Assistant Inspecting Officer has also been warncd to be carcRrl 
in future. 



(3) No action could be taken against the Asstt. Dir. of Supplies concern- 
,ed as he had resigned from Govt. Service. 

(4) The firm has been blacklisted permanently with effect from the 16th 
October, 1969. 

Further information required 

Please furnish a note showing the latest position about the recovelq. of  
damages. 

Government's reply 
The latest position about the recovery of-demages is a under:- 
Position regarding recoveryfiorn MIS. Wazir Uddin & Sons, Aligath 
A/T No. S, M. H.2/5642-N/4213-P/lTJ/B/7900, dated 18-6-1964 was 

placed on this firm for 4000 Nos. stirrup pumps, at the rate of Rs. 44.62 
each. 111 view of breach of contract on the part of the firm, the A/T was can- 
celled a t  their risk and expense. After Consultation with the Ministry of 
Law, the firm were called upon on 12-7-1965. to deposit a sum of Rs. 50,1021-, 
by way of general damages by 31-7 -1965 at the latest, fulming which the same 
would be recovered from their pending bills. There being no response from 
the firm, the Pay and Accounts Officer, New Delhi, was asked to effect re- 
covery from the pending bills. It was, hcmvcr,  ~css ib le  to rcccvrr a sLm 
of Rs. 68/- only from the firm. 

Tn order to detcl-mine the PI ospccr s of rccove~y through legalprccee- 
-3, D. M., Aligarh and S. P. Aligarh wcre requested to furnish a report 
on the financial standing of the film. As pcr the S. P. Aliparh report dated 
1-12-1965, the premises of the firm had been closed down for the last three 
years and the wherc abouts of Shri Usman, son of late Shri Wazirrudin, 
were not known. 
M[s West End Machinery Mart, New Delhi : 

A/T No. SMH2/5642--NDlIiB/7899, dated 18-6-1964, was placed on 
this firm for 5000 Nos. stirrum pumps at the rate of Rs. 53-50 each. This 
AJT was similarly canccllcd at the risk and expense of the firm, in view of the 
breach of contract on their part. After consultation with the Ministry of 
Law, the firm \vcre c:lllcd upon, on 12-7-1965, to deposit a sum of Rs. 17,340 
on account of general d;images, by 31-7-1965. The P. & A .  O., New Delhi, 
was also advised to deduct the sum from their. pending bills, if any. The 
P & A. 0. rcportcd on 14-10-1965 that no recovery could beeffected. 

Witha view to dcte~minethep~ospcctsofrcc~veryfrcmthefi~thr~~gh 
legal proccedinp, S. P. Delhi and D. M. Ddhi  were requested to find 
out the assets of the firm. On 14-3-1966, Deputy Commissioner, Delhi, 
intimated that the firm failed to produce the required documents before the 
Tehsildar and i t  was therefore not possible to make the necessary verification. 
The matter was also taken up with the Ministry of Finance, Ccmpany Law 
Board, New Dclhi, who ~cporccd on 24-5-1966 that the financial position of 
the firm was not very sound and that 11s net loss for that year rrr.cunttd to 
Rs. 1,6 1,487.80. 

While the matter was bcmg considcrcd furthcr, thc c::e a a s  rcfctrcd 
again to the Ministry of Law In another connection. In thcir Note dated . 



3-10-1966, the Ministry of Law advised that fresh efforts sholild be mridc to 
ascertain the market rate of the store ruling on the date of brenchgt thc placc 
of delivery (Aligarh). (This was because the general damages w ~ s k c d  O U ~  
carlier were on the basis of rate of M/s. American Spring & Pressing Works, 
Bombay, who had quoted at Rs. 56.90 each on F. 0. R. Bombay 

:ivailable only on 18-1 1-1 968 after several rc~llindcrs. 
At that stage, the files wcrc seizcd by S.P. E., Ncw DcUli and have hcc I- ma c 

Aocordingly, in the light of the advicc of 111c Minist~y of Law, the 
ColIowing actions have since been takc11:- 

(i) Registered/Likcly suppliers have bcc 11 rcqucstcd to f c ~  r ibh thc 
market rate of tbc stores prevailing on or :rbout thc date of breach, 
viz., 30-6-1964, 011 F. D. R. Ali@rh basis. 

(ii) The Pay & Acco.unts Officer, New Adhi, has bccn nskcd to intimatc 
if there is any change in the position and whetbcr thelc are any 
prospects of recovery from the pending bills of the films at prcscnt. 

(iu) Thc authorities concerned have becn requested to furnish frebh 
reports on the present assets and liabilities of the defaulting firm. 

On reccipt of the above infamation, the question of rccovery will hc 
processed further. 

M. R. MASANI, 
Cliairntan . 

NEW DELHI 
April, 28, 1969 
Baisakha 8, 1891 (Sakrr). 
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Recomtnendalions in respect of which replies are oulstandin~ 

S. No. aP Para raph Ministry/Department 
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46 . .. . . 3 3 8  Iron & Steel 
67 . ' .  . 4 -144 Supply 
68 . . 4.156 Law 
70 . . 4 -1% supply & Technical 

4 .I96 Dewlopment 
71 . . 4.198- DO. 

- .. 
4 el99 -- - - 



APPENDIX 11 

Summary of Main Conclurionr/Recommersda~ions 

S1. Para ~ i n i s t j l ~ e ~ a r t m e n t  Recommendation 
No. No. Conccmed 

Iron and ~ t & l  
Law 

Supply & Technical Dcw- 
lopment. 

3linistr). of Finance 

H e l t h  and Family Plann- 
Ing. 

Ministry of Health and 
Family Planning. 

The Committee hope that replies to the 
outstanding recommendations and final 
replies in regard to  thosc recommen- 
dations to which only interim replies 
have so far been furnished \ \ i l l  be 
submitted to  them cxpcditiously after 
getting thcm vetted by Audit. 

The Committce have carefully concidered 
thc arguments put forward by Govcrn- 
ment for not accepting thcir rcpcatcd 
suggestion that a practical trial should 
be givcn to the healthy principle enun- 
ciated in Articlc 292 of thc Constitu- 
tion for fixing a limit by Parliament on 
Public borrowings. The country ~s 
now committed to planning on a five 
year bass. This necessarily presup 
poses a long term assessment of re- 
sources needed for developnlental effort 
and thc cxtent to which such resouras 
should be raised through additional 
taxation, borrowing and deficit financing. 
It  should, thcrcfore, be pozsible to 
work out with a rcasonahle degree 
of approximat~on a worhablc limit 
on borrowings for purposc of incor- 
poration in a statute as contemplated 
in-Article 192 of the Constitution. The 
Committee would like Government to 
reconsider their position in the light 
of the foregoing considerations. 

The Committee notc that Government 
have not prescribed any ceilings for 
regulating supervisory charges of 
organisations to be defrayed by grants- 
in-aid given to them. In order to ensure 
that the. grants givcn to voluntary 
organ~satlons are pu used. 
the Committee o u t  that 
while sanctioning larqe grants GO- 
vernment should spcc~fy lappropdate 
ceilings for expenditure on admi- 
nistration and suprvisory charges 
to be met out of grants-in-aid. 

From the statement furnished by the 
Department of Family Planning, the 
Committee note that the n u m b  of 
Family Planning Orientation Camp 
organwd by various voluntary organha- 
tions to whom grants wera given 
has consistently fallcn short of the 
tar-. As anainst n sanction of 



1 2 3 4 

1240 -ps in 1964-65, '923 in 1%5- 
66 and 1455 in  1966-67, the number 
of m p s  actually organised w re 
1 ,  788 and 1101 respe&vely. &s 
suggests t&t a substantial portion of the 
grants given t o  these organisations 
remained unutilised during these y m .  
The Committee would like Govern- 
ment t o  keep track of the performance 
of these organisations with a view to 
ensuring that funds released to tbem 
are purposefully and effectively utilised 
in futhkrance of the Scheme. 

5. 1-21 The Committee are not satisfied with 
1 .22. Department of Iron and the reply of the Government. A Levy 

Steel a t  the rate of Rs. 1 per ton was made 
on main producers from 1st March. 
1964 onwards to  defray the organi- 
sational expenses of the Joint Plant 
Committee set up to look after the 
work, of planning, production and dis- 
tribution of steel, with the abolition 
with effect from 1st March, 1964 of 
price control on a major number of 
Steel items. The Joint Plant Com- 
mittee, however, started doing the 
work of planning only with effect from 
1st August, 1964 and till then the Iron 
and Steel Controller was discharging 
this item of work entrusted to  the 
Joint Plant Committee. A recovery 
for the expenditure incurred by the 
Iron and Steel Controller for doing the 
work of the Committee during & 
period 1st March, 1964-31st July, 
1964, would have. naturally to  be made 
from the Joint Plant Committee. 

The ,Committee would recommend that 
thls may be done without further 
delay. 

6 .  1 .?5 Department of Iron and The Committee note that as against a 
1 -76 Steel. sum of Rs. 152.51 lakhs due for 

realisation from various parties m 
on 30-61966 in respect of tramac- 
tions relating to Iron and Steel Equah- 
sation Fund amount outstanding as 
on 30-667 was Rs. 117 $19 lakhs. The 
Committee are not satisfied parti- 
cularly with the progress made in re- 
covery of surcharge on imported st& 
( e .  the ,differem between landed 
cost of ~mported materials p!us 
remuneration and the statutory pna) 
from various parties. As on 30th 
June, 1966 the amount due on this 
account for the period upto 31-3-1965 
was Rs. 111 .!X lakhs. As on 3Wl 
June, 1967 it was 91.23 lakhs. 
The total amount of  surcharge out- 
standing as on 30-6-67 was Rs. 173 
lakhs, out of which an amount of 
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Rs. 122.82 lakhs perta~ncd to MIS. 
. Amin Chand Pyarelal Group of fir.m. 

M/s. B. R. Herman and Mohatta and 
MIS. J. S. Cohen & Co. The Commit- 
tee 'note that these caws arc being 
referred for arb~tration/cpuet procecd- 
~ttgs. The Committee deslre that neces- 
sary action to refer these cases to  
arbitrat~on court should be tahen ex- 
peditiously. 

The Committec also desire that the fina- 
lisation of pending cases by the High- 
Powered Committec which was sct up for 
this purpose in August. 1965 should 
be speeded up. 

7. 1 .30 Department of Iron and The Committee note that a w m  of 
1 -31 Steel. Rs. 89.93 lukh\ on account of sale 
1 -32 proceeds of ~niportcd \tee1 was awalt- 

Ing recovery from the handl~ng agents 
as on 30-6-67. The Committee h o p  
that efforts will continue to be made 
to eEcct recoveries cxpcdit~ously. 

The Committee note that the bulk of 
the outstandings (Rs. 67.35 lakhs) 
partained to the Amin Chand F'yarclal 
Group of  firms, MIS. B. R. Herman 
and MIS. J. S. Cohen & Co. and that 
arbitration proceedings haw . bEsn ini- 
tiated in some cases, while rn others. 
the question of filmg suits is under con- 
sideration. The Committee would like 
in this connection to invite a rcfe- 
rence to their observations in para- 
graph of their Sixty Eighth Report 
(Fourth Lok Sabha). 

The Committee also desire that action 
should be taken against officers res- 
ponsible for failure to obtain Bank 
Guarantees from Handling Agents. 

I -35 Department of Supply In  view of the fact that the Director 
General of Supplios and Disposals 
did not test the markct by a tender 
enquiry before placing contracts for 
further rcqutrcmcnts of boots i r i  
July, 1963 and November. 1963. 
the Committec tind it ditticult to accept 
the Ministry's contention that thcrc 
was marked incrcase in prices of 
material and that therefore there 
was no possibility of getting lower 
rates by going in for tcndcrs. The 
fact that 65,890 pain were pur- 
chased at lower rates as ;I result 
of tender opened on 19th Cktober, 
1963 would also appear to s i ~ g g a t  
that market trends were Ihvourablc. 
The Director General of Supplics 
and I~isposals should have consl- 
dered this fact whilc placing the 

, order at higher rates in Novcmber. 
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1963, on negotiated basis. The Com- 
mittee are also not satisfied with the 
explanation of the Ministry for not 
cancelling the orders where tilere 
was a delay so as to take advant- 
age of lower priccs in the market, 
that became discernible from October, 
1961 onwards. The Committee d e s w  
that suitable instructions should be 
issued to ensure that negotiated 
contracts are not placed in future 
without fully ascertaining the state of 
the mzrket. 

9. 1.38 D:partmc~ilofSul~ply The Cornmittee desire that action 
agaimt the officers . responsible for 
the delay in inspectmn and In g n -  
ing packing instructions should be 
expedited. 




