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INTRODUCTION 
I, the Chairman of the Public Accounts Committee, as authoris~i 

brJ the Committee do present on their behalf the Fiftieth Report on 
various Export Promotion Schemes and the allied matters with 
reference to para 88 of the Audit Report (Civil) on Revenue Receipts, 
1#15. 

2. The Public Accounts Committee at their sitting held on the 14th 
July, 1965 decided to appoint a Sub-Committee to undertake a dehil- 
ed examination of the operation of the various Export Promotian 
Scbenes during the period 1957-64 with reference to para 88 of the 
Audit Report (Civil) on Rwenue Receipts, 1965. The Report of the 
Sub-committee which is appended hereto was considered and approv- 
ed by the Public Accounts Committee at their sitting held on the 
21st April, 1966 and should be treated aa the Report of the Commit 
tet. 

3. A statement sliowing the summary of the main conclusfoas/ 
meommendations of the Committee is appended to the Report 
(Appendix XIV). For facility of reference these have been printed 
in thick type in the body of the Report. 

4. The Committee place on record their appreciation of the assio- 
t.nce rendered to them in their examination by the Comptruller and 
Auditor General of India. 

NEW DILHI; R. R. MORARKh, 
Aptir 22, 1966. - .-- -n, 
v o i t ~ m  issS (s)T ~ t b i i c  A C C O U ~ S  ~ ~ m t l ~ i t t ~ t .  



REPORT OF THE SUB-CO- 
On EXPORT PROMOTION SCHEMES 



I, the C h a i m n  of the Sub-committee of tbn Public Accmub. 
Committee, as authorised by the Sub-Committee do present on their 
betralf this Report on various Export Promotion  scheme^ and the 
dlid matters, with reference to para 88 d the Audit Rrport (Civil) 
on Revenue Receipb, 1965. 

At the sitting held on the 14th July, lM, the Public Accounte 
Committee decided to appoint a Sub-Committee to undertake a de- 
tailed examination of the operation of the various Export Promotion 
Schemes during the period 1957-1964 with reference to para 88 of 
the Audit Reprt (Civil) on Revenue Receipts, 1965. A c c o ~ j ,  
a Sub-Committee consisting of the following members was formad 
on the 20th July, 1965:- 

Shri R. R. MorarkaATtdm-mn 

2. Shri C. L. Narasimha Reddy 
3. Shri Prakash Vir h t r i  
4. Shri Surendra Pal Singh 
5. Shri M. P. Bhargava 
6. Shri Chandra Shekhar 
7. Shri Atal Bihari Vajpayee 

The Sub-committee held four sittings on the 22114 23rd and 24th 
February, and 2nd March, 1966 to take the evidence of the Ministry 
of Commerce. They also held an extm,dtting on the 6th April, 1- 
at the instance of the Ministry of Commerce, to take the evidence 
of the Chairman, M.M.T.C. and the Secretary, Ministry of Cum- 
merce. The Sub-Committee also he!d four sittings on the 9th, la, 
11th and 12th March, 1966 to take the evidence of the Ministry bf 
Iron 81 Steel and the Iron & Steel Controller. A brief record of the 
proceedings of each sitting of the Sub-Committee has been main- 
tained and forms Part II* of the Report. 

'Not printed. (One cyclostyled copy laid on the Table and 5w 
coptea plrced in the Parliament Library). 



The Sub-committee comidaed and finalid thir raport at their 
attang held on the 21st April, 1966. 

The Sub-Committee piace" on record their appreciation of the 
wdstancxi rendered to them in the course of the examination by the 
Wi,tmller i Auditor Generd of India. 
T* would also like to express their thanks to the represents- 

%- of the Ministries of Commerce, Iron & Steel, Finance, and 
~ o m e  Aftaim (Central Bureau of Investigation) for the co-operation 
in giving detailed information asked for by the Sub-Committee 
durfng the course of evidence. 

R R. MORARICA, 
Chthnttn; 

Sub-Committdd of the 
Public Accounts Cvmmittae, 



Ministry a£ Commerce 

CHAPTER I-FAILURE TO. FORFEIT BOND AMOUNTS W E  TQ 
GOVERNPrlENT 

1.1. Under the Export Promotion Schemes introduced in 1957, 
import licences for raw materials used in the manufacture of goo& 
intended for export were issued as follows:- 

(i) Edabliahed eqorter's licences.-These licences were issutd 
an the basis of the value of past exports and were subject .ta the 
condition that the licence holders would effect further exports of 
the manufactured/processed goods upto at least 100 per cent of the 
value of the import licences. In pursuance of this condition, the im- 
porter was required to execute a bond/undertaking binding him- 
self to fulfil this condition, failing which the amount mentioned 
in the bond would be forfeited to Government. 

(ii) Prospective eqmrters' licences.-These licences were issued 
in anticipation of the earnings of foreign exchange by the pros- 
pective exporters on the basis of orders of foreign buyers pending 
with them. These licences were also granted subject to the condi- 
tion that the importer would effect exports of manufactured/pro- 
cessed goods of a value equal to 133 1/3 per cent of the value of his 
imports or half the value of the finished goods which would be made 
from the imported materials. Here also, in order to ensure the ful- 
Fllment of this condition, the importers were required to execute a 
bond accompanied by a bank guarantee. 

1.2. In respect of import, licences worth Rs. 55 lakhs issued to 
prospective exporters during the period of currency of this Scheme, 
no exports were made, and in consequence of this tailure, bonds of 
the value of Rs. 19.03 lakhs executed by the licences were forfeited 
and the amount credited to the Government. 

1.3. However, in reg~lrd to certain licences issued upto March, 
1959 for the import of art silk yarn, etc., it was noticed that although 



m rpport had W made ir+ respect of Established Exporters' licen- 
res worth Rs. b-37 crores, the b<Yn&/undertalrings were not enforced 
and the importers were released from the export obligoti~n without 
Qovernment forfeiting the bond amount or taking any other action 
rnder the Import Trade Control Regulation. Government have 
sk ted  that these licences were issued under the rules on the basis 
81 earlier exp6rts and that as the goods were later withdrawn from 
& purview of the Export Promotion Scheme, the export obligations 
were not enforced. 

1.4 In connection with the facts mentioned above, the Committee 
desired to be furnished with further details about the Export Pro- 
motion Scheme, as indicated in Appendix I. The information fur- 
nished by the Ministry of Commerce in regard to the Export 
lbnrmotion Scheme for Art Silk is given in Appendix 11. From 
A&k 11, it is seen that the Scheme underwent several changer, 
at frequent intervals, as indicated below: 

(1) A provision was made for the import of art-silk yarn against 
export of art silk fabrics, with effect from 1st January, 1957. Licen- 
ces were to be granted under this scheme on the basis of 2/3rd of 
f.0.b. value of actual exports of art silk fabrics irrespective of whe- 
ther the exporter was a manufacturer or not. The licences were to 
be granted after exports had actually taken place, against appli- 
clitionr, made on quarterly or half-yearly basis as was convenient 
'& the manufacturer/exporter. This scheme was also extended' to 
lip8 export of art silk hosiery goods against the actual exports 
c$scted aft- 31st Dec., 1956. 

(2) By the public notice dated the 28th August, 1967, it wan 
announced that with a view to stimulate exports of Indian art-silk 
fabrics, import licences would be granted at the ports under the ex- 
port h o t i o n  Scheme for the import of permissible varieties of 
utsilk yam to actual exporters upto the following percentage of 
the mpee equivalent of foreign exchange earned on the basis of the 
f.0.b. value of the art silk goods exported: 

,(i) 88 213 per cent, in the case 6f Indian art silk aarees and; 
(ii) 100 per cent in the ease of other Indian art silk fabrics 

including Indian art silk hosiery goods. 

Them licences would be subject to the following conditions: 
(a) 10 per cent of the face value of t h e  licences may be 

u t i W  for import of permissible spare parts of machinery 
for the manufacture of nrt silk cloth. . ' 



@) The liosnseas myL be permitted th 'irnprt art sill; fab- 
rics upto 15 per cent of the face value of these h e a r .  

It was stipulated that licences would normally be grantad on the 
bosie of actual exparts e f f d  on. or after January, 1957. It w u  
further added that art silk mills might, however, be given mu& 
licences in anticipation of exports subject to their furnishing a bond 
acceptable to the licencing authorities. 

(3) Vide Appendiz XLII from Import Trade Control Policy book 
for April-September, 1958 (Annemre 'tY of Appendix I1 of this 
Repod)  the above scheme was modified and the condition (b) w l ~ .  
altered, and the licencees were permitted to import art silk fabrics 
upto 10 per cent of the face value of the licences, against 15 per ccnt 
permitted earlier. It was further stated that licences for import of 
art silk fabrics would also be granted against the exports of embroi- 
dered and handstitched goods on indigenous art silk fabrics. Such 
licences were, however, to be granted to the extent of 15 per cent of 
the value of the exports effected on or after 1st January, 1958. 

(4) Vide Appendix XLTI from Import Trade Control Policy Book 
for the licensing period Oct. 195%-March, 1959 (Annemre E of 
APpttrdG: I1 of thb Report), the scope of the scheme infm afia was 
extended, as under: 

(i) 

(ii) 

(iii) 

Licences for import of art silk yarn may & ;be issued 
against exports of staple fibre fabrics and art silk and 
staple &bn mixed fabrics. 

Licences issued for the import of Art Silk yam may be 
utilised for import ot Nylon yarn. 

Licences against exports d embroidered and hand-stitched 
goods on indigenous Art Silk Fabrics (other than gar- 
ments), garments made of indigenous Art Silk Fabrics 
and 100 per cent Art S i  braided threads, strings, laces, 
qiqdle tapes, ribbow and &oe laws w a d  be granted; 

Conditions imposed on the Export Promotion Licences during 
1M7--459 and the modiAcations made therein from time to time am 
furriished in the statement No. I1 attached to Appendix 11. 

1.5. During the course of evidence the Secretary, Ministry of 
Comriborce while admitting these changes stated: "We started ex- 
prwimenting and even in the h o r t  pePiod of two years a number 
.d &ng@s wem made. In them achemas in fact the elements kept 
am chmgiq u we went into the working of various parts from ti- 



* time. Ehen with regqrd to $this contiquiqg gbljgatiou tb name 
ob the unde- hw varied. Originally it was a bond. Then it 
w an undertaking. Then it was a simple commitment, because it 
was obvious even bsdDre the suspension of the scheme that the es- 

,&blirPhed exporters had obligations in excess of the obligations 
applicable to another exporter of the same commodity who was not 
Balled an established exporter. It was why the prospective exporter, 
if he took an advance licence, was allowed to export. The whole 
Werence between established exporters and normal exporters is 
that in the uperation of the scheme for established exporters, there 
i s  always one export in excess of the entitlement. If the scheme 
continued for 10 years, 20 half-years, there would be 20 entitle- 
ments and 21 exports--one export always in excess. The case is 
&t against the third export of the established exporters, we must 
give him the third entitlement. That would keep the chain going, 
and on his part, he will see that he does the fourth." 

1.6 The fact #at the Art SDc Export Promotion Scheme 
to be revised at short intervals &teems ta indicate that while working 
yut $he scheme sdicient consideration was not given to d e w s .  Tke 
SuWoqittee c w o t  but amphasrise too #qggly $he de&pWV 
,& necessity of .pror2ring eut the details mf a a c b w  vjth a view lo 
giving it a fair trial over a reasonable period 9f time. Frqqyqqt 
ehanges in the scheme at short intervals is likely to defsllt the very 
prrpose of tbe aehcmc. . . . . 

1.7. In reply to Q. No. 9 in Appendix 11 it has been stated that 
the Export Promotion Scheme for Art Silk Fabrics was suspended 
an 6th March, 1959 as the following abuses of the Scheme cam6 to 
the notice of the Government: 

1. Over-invoiciw of exports. 

3. Exporting of sub-standard fal?rica. 

1.8. The ~ C o m m i t t u e  are not convinced d the reamma for did- 
continuing this Scheme because: 

(b) Even the Aft Silk Export PSoanotion Schemt was abq ro- 
viwd and reintroduced soon after without m y  p r o v m  
to safeguard winst these abuses. 

The ~Commi t tae  prqmw to dnJ with fhe irr&dW-t tb 
mvuious Export Prqdlon S c b u m  in r ssp.mC cbupb. 



1.9. At their instance, the Sub-Conurdttee have been furnished 
with additional informatian on the Art Silk Fabrics Export Promo- 
.tion Scheme, which is given in Appendix 111. 

1.10. In  reply to Q. No. 3(a), it has been stated that no specific 
amounts were prescribed for bonds required to be executed by the 
Established Exporters and Prospective Exporters. Licensing au- 
thorities at the ports were given discretion to fix these amounts 
subject to the minimum prescribed percentage of the value of the 
goods imported. The amounts were dependent both on the value 
as well as the nature of goods imported, and differed from individual 
to individual, though they belonged to one class of exporters uiz., 
established or prospective. 

1.11. The Sub-committee consider that in view that because of 
the paramount necessity of ensuring that export obligations are ful- 
filled, the Ministry should have itself prescribed the specific amounts 
of bonds, expressed as a percentage of the value of the goods im- 
ported, rather than leaving it to the discretion to the licensing autho- 
rities at the ports. 

1.12. In answer to a question, the Additional Secretary, Ministry 
of Commerce admitted that it was possible that the prospective ex- 
porters and established expoPters were one and the same parties as 
the two categories were not mutually exclusive. In the conditions 
of licence it was stated that it would be better that an established , 

exporter could get a licence in respect of exports alreadv made in 
the normal course and also an advance licence in respect of what he 
would export but subject to the conditions as for a prospective ex- 
porter. He, however, added that separate records were main- 
tained for prospective licences. 

1.13. The Sub-Committee feel that it is anomalous that an ex- 
porter of a commodity should be regarded both as a prospective ex- 
porter and an established earporter. Such cladfieation renders these 
terms meaningless. They would like the. Ministry to take steps to 
remove such anomalies, wherever they exist. 

1.14. In regard to the forfeiture of bonds under the Art Silk 
Ex2ort Fromotion .Scheme, the Secretary Ministry of Commerce 
informed the Sub-Committee that (after the scheme was suspended 
on 5th March, 1959) "if any exporter chose to perform under a bond, 
then we would be in a difficult position because having performed, 
he would be entitled to a further import entitleme3t licence which 
225 (Aii) LS-2 



we could not give because the scheme had been suspended". He 
added: "This scheme was not really worthwhile and it was not a. 
practical scheme". 

1.15. Asked as to whether further licence was actually given 
after the scheme was suspended, the witness stated: "What happen- 
ed was we gave to some. Once we suspended the scheme we said 
that we are also not giving further licence. One who performed 
was given the entitlement licence. When the scheme was suspend- 
ed, we stopped it  here without taking into account his performance 
again. Another man did not perform and therefore the bond was 
supposed to be forfeited. If we are to enforce the bond, then we 
would have to give him the licence." 

1.16. The Sub-committee are not convinced by the arguments ad- 
vanced by the Secretary, Ministry of Commerce. These staten~ents 
are not supported by the documents produced before the Sub- 
Committee. (In this connection, attention is invited to paras 1.22 
to 1.26 and 14.32 to 1.36 of this Chapter). The bonds were uncondi- 
tional and were to be released only on fulfilment of export obliga- 
tion failing which they were to be forfeited. 

1.17. The witness further stated that when the decision to sus- 
pend the scheme was taken in March, 1959, "all the implications 
with reference to people who performed, people who performed but 
did not get licence, people still to perform were not spelt out i-rom 
that day. That was the explanation for the delay upto September. 
Therefore this position was unsatisfactory from that point of 
view". 

1.18. The Sub-Committee fail to understand why when the dwi- 
sion to suspend the Art Silk Export Promotion Scheme was taken 
in March, 1959, the Ministry of Commerce had not taken into ron- 
sideration the implications thereof. While the suspension of the 
Scheme obviously placed an embargo only on the further issue of 
import licences under the Scheme, this did not prevent the Ministry 
of Commerce from enforcing export of g003s under the past obli- 
gations. This the Ministry failed to do. 

1.19. The Sub-Committee desired to be furnished with a state- 
ment showing the total imports and exports vf art silk fabrics y a m  
under the Art Silk Export Promotion Scheme for the years 195758 



to 1959-60, year-wise. These figures have been furnished and are 
as under: 

(Figures in Lakhs 
Art Silk Yarn 

-- -- - - - - - - -- 
a Year Actual Imports 

I957 r3oo These are under different categories, cia 
1958 849 A.U., E.I. & E.P. 
1959 I 123 - - - -- - -- - - - -- - - - -- - - - - - - - - - - - - - - - 

Art Silk Fabrics 

1.20. In answer to a question, the witness stated that the bond 
would normally mature within a period of six months from the date 
of importation of goods. Just before the bonds were about to 
mature, the parties would come up and ask for extension of time if 
there was difficulty regarding production etc. If the extension of 
time was given, the extended date would be the date on which the 
maturity of bond would take place. 

1.21. The Sub-Committee while referrmg to the Atmesure to 
Appendix I11 pointed out that the total number of bonds executed 
under this Scheme was 6,677 and on these bonds there was an es- 
port obligation of Rs. 8.20 crores and the value of actual espol.:s 
effected (and bonds redeemed) was Rs. 2.91 crores iea\ving a babncc 
of Rs. 5.29 crores, which was the unfulfilled export obligation. The 
Secretary, Ministry of Commerce stated that this was the case in 
which the esport obligation was not enforced because with the sus- 
pension of the scheme (according to the witness) there was nothing 
to enforce. 

1.22. The Sub-Committee referred to Public Notlce No. 30-1TC 
(PN)/57, dated the 16th December, 1957, n copy of which is en- 
closed as Appendix IV. and pointed out that it was quite clear 
from the above Notice that the intention was that a l l  t h e  Imports 
must be tied with exports whether the bond was laken or not and  
that any misunderstanding on that account that they were not :+ 
quired to export further and that it was only an entitlenlcnt 
because of their past performance and that they were under no 
obligation to export was not correct. The witness while admit'111g 
the position stated that thk thidcing about the imports and the 
operation of this scheme had been changing. He added: "It 1s quite 



true that, the intention in the minds of the framers of the Scheme 
was to get the exporters entangled in a continuous export business. 
The only point is that during the operation of the scheme over a 
period of a couple of years, it was obvious that that kind of scheme 
could not work." 

1.23. The Chief Controller of Imports and Exports added that 
there were two Public Notices dated the 26th May, 1958 and 6th 
February, 1959 modifying the decision taken on the 16th Decem- 
ber, 1957. The Sub-committee desired to be furnished with copies of 
these two Notices which have been furnished by the Ministry and 
are at Appendix 1V. 

1.24. The Sub-Committee note from the Public Notice dated 26th 
May, 1958 that Government had clarified that imports should be tied 
up with exports and the requirement of the bond could not be dis- 
pensed with in the case of Established Exporters. Vide the Public 
Notice dated 6th February, 1959, though the condition of the exccu- 
tion of a bond was waved in the case of established exporters,-they 
were required to give an undertaking to the effect that they would 
export processed/finished goods equal to the value of the imports. 
Thus, it is clear that none of these two Public Notices exempted tlae 
Established Exporters from their export obligation under the 
scheme. 

1.25. The Sub-Committee pointed out that the copy of the noting 
or order on the C.C.I. & E's. file regarding the suspension of the 
scheme did not bear out the contention that the bonds which had 
mafured were not to be enforced or that might be allowed to lapse 
after the 5th March, 1959. There was a relaxation that instead of 
linking them with art silk only, those must be linked to some other 
exports. The Secretary, Ministry of Commerce stated that the 
decision taken on 5th March, 1959 was for the suspension of the 
setreme. If that scheme had been revived, the question would 
naturally have arisen again But that scheme was never revived in 
the original form. 

1.26. The Subcommittee referred to the letter dated the 28th 
November, 1959 from the Mysore Silk Rayon Importers and Ex- 
porters Asiociation which represented a section of the exporters. 
Tn this letter which was in the file of C.C.I. 8 E. furnished to the 
Sub-Committee, the Association did not claim that they were under 
no obligation because they had already got the licence and there- 
&rz they should not be allowed to export again. The witness stat- 



ed that the exprtars who were taking benefit of the whob scheme 
would have been very happy if the scheme was continued. They 
did not want to continue with that obligation but they wanted to 
continue the %heme so that they would be in it all the time. Then 
of caqrse they w d d  have ,no objection to the bonds being enforced. 

1.2'7. During the course of evidence, when the Sub-Committee 
wanted to see the original file in which the decision not to enforce 
the bond was taken, the Secretary, Ministry of Commerce, stated: 
'When this question with reference to audit para was raised, the 
Ale was found to be missing. We have been trying to search out 
this file. But, in this particular case, the material in toto is avail- 
able through the parallel file of the Chief Controller of Imports and 
Exports." 

1.28. At this, the Sub-committee desired to be furnished witn a 
detailed note stating the steps taken by the Government in locating 
the original file which was missing and how i t  could be ensured 
that the notings on the parallel file of C.C.I. & E's. office were copies 
of the original file and nothing was missing and whether any De- 
partmental enquiry was made to fix responsibility on the persons 
who were responsible for the maintenance of the file. The reply 
from the Mmistry h?s since been received and is enclosed as Appen- 
dix V. 

1.29. From this note, the Sub-Committee are surprised to learn 
that the non-availability of the file was first noticed only in January, 
1965. It appears that even at the stage, the loss of such an impor- 
tant file was not reported to the higher authorities/police, and that a 
thorough physical search of the He was made only in July, 1965 when 
the subject was to come up for discussion with the Public Accounts 
Committee. The Sub-committee also note with regret that no proper 
inquiry has been held to fix responsibility for the loss of the file. 
They are not convinced by the argument that it is not possible to 
fix responsibility on any person or persons for the custody of the 
file. The Sub-Committee, therefore, urge that all efforts should be 
made to locate the original file at an early date. 

They also desire that a proper inquiry should be held to fix res- 
ponsibility for the loss of the Ale containii an important decision 
which meant loss of public revenue, due to nowforfeiture of bonds, 
te the tune of Rs. 1.51 crores. 

1.30. The SuWommittee have gone through the copy of the 
relevant notings available in the C.C.I. & Es file No. 3611 1138139- 
POL W. This copy is reproduced in Appendix V. 

1.31. The Sub-Committee would here like to draw specific atten- 
tion to the nothing where it has been stated: "these undertakings are 



an essential ingredient of our Export Promotion Schemes, and it 
will be undesirable to reduce the sanctity attached to them." 

1.32. The Sub-Committee are of the view that the copies of the 
notings/orders reproduced in Appendkc VI do not bear out that the 
intention was that the bonds which had matured need not be en- 
forced or that they might be allowed to lapse after the 5th March, 
1959. The notings clearly indicate that the export obligations must 
be retained under the scheme and tied with another scheme. 

In this connection, the Sub-committee would also like to draw 
the attention b the copy of the letter dated the 28th November, 
1959 from the Mysore State Silk and Rayon Exporters and Importers 
Association (Appendix VII) wherein they have not claimed that 
they'were under no obligation because they had already got the 
licence. J L r w  

The Sub-committee are, therefore, amazed to fid that the deci- 
sion of the Government in this case was not carried out faithfully. 
If the decision had been interpreted correctly and the export obli- 
gation insisted upon there would not have been a huge'loss of about 
Rs. 5.29 c r o m  of foreign exchange. Alternatively the public ex- 
chequer would have gained about Rs. 1.51 crores by the forfeiture 
of bond amounts. 

1.33.In view of the fact that the decision not to enforce the bonds 
resulted in a huge loss of Rs. 1.51 crores to the exchequer, the Sub- 
Committee desired to know whether the Ministry of Finance were 
consulted before it was decided not to enforce these bonds. The 
witness stated that there was no such indication in the file. The 
representative of the Ministry of Finance confirmed that they were 
not consulted. The Secretary, Ministry of Commerce also admitted 
that in regard to the consequent loss of foreign exchange to the tune 
of Rs. 5.29 crores the Ministry of Finance was not consulted. The 
representative of the Ministry of Finance corroborated the same and 
stated that there was no record to show that any reference was 
made to them. He also added that they were consulted in the 
Department of Economic Affairs about Export Promotion Schemes. 
But in this particular case, even when the original scheme was 
started it was perhaps, without their concurrence. As a matter of 
fact, when the scheme was changed they should have been consult- 
ed. Normally they would expect such consultation. As regards 
the system of consultation, the Secretary, Ministry of Commerce 
stated that Rules of Business made it clear that in financial matters, 
there should be consultation with the Ministry of Finance. In  this 
particular case whether that kind of consultation had taken place 
or not was not known from the available records. 



I3 
1.34. The Sub-Committea fail to understand how the Ministry af 

Conunerce could decide without even consul t i  the 'Ministry of 
Finance not to enforce the bonds, the non-forfeiture of which has 
resulted in a loss of revenue to the extent of Rs. 1.51 crores. More- 
aver, the Ministry of Finance were also not consulted in regard to 
*he foregoing of the foreign exchange earning to the tune of Rs. 5.29 
.crores though the Rules of Buslines made it clear that in financial 
matters, there should be consultation with the Ministry of Finance. 
The Sub-Committee view such lapses with great concern and re- 
commend that the Ministry of Commerce should be more careful 
and vigilant and consult the Ministry of Finance in matters involv- 
ing huge financial implications. 

Conclusion 

1.35. A detailed examination of the various points pertaining to 
this case (referred to in Para 88 of the Audit Report (Civil) on 
Revenue Receipts, 1965) has revealed the following unusual 
features: 

(i) The Export Promotion Scheme for Art Silk was started 
without a proper study of the details. 

(ii) Frequent changes were made in the Scheme on an ad hoc 
basis from time to time. 

(iii) However, the export obligation involved was unconditional 
'inasmuch as the failure to export was to result in  the forfeiture 
of the bond amount. 

(iv) In the Public Notice dated 16th December, 1957, it was 
clearly notified that the licences granted under the Export Promo- 
tion Scheme were meant to boost exports and that it would be 
essential to tie imports with exports even in the case of established 
exporters. At no stage had Government decided to waive the 
export obligation. 

(v) Even when the Scheme was discontinued, the Government 
decision was that the bonds should be related to other export 
schemes but the sanctity of the undertaking should be maintained. 

(vi) No written representations from the exporters concerned for 
setting exemption from the export obligations were produced before 
the  Sub-committee. 

(vii) The main file containing the original notings on which the 
decision to discontinue the Scheme on 5th March, 1y59 was taken is 
mysteriously missing. 

(viii) As a result of misinterpretation of the orders on the sub- 
ject the export obligations at the time of the suspension of Scheme 



were not -insisted upon resulting in a huge loss of about Rs. 5,29" 
crores 04 foreign exchange. Alternatively, the public exchequer - 
lost about Rs. 1.51 mores due to the non-forfeiture of the bond 
amount as a result of the non-fulfilment of export obligations. 

(ix) Neither initially nor at  any subsequent stage were the 
Ministry of Finance consulted in the fornulation of the Scheme or 
its subsequent amendments. At the time of suspension of the 
Scheme also, the Mihistry of Finance were not consulted, even 
:though the question of enforcing export obligation which would 
.earn foreign exchange was involved. 

1.36. In v i m  of the above fact, the Sub-Committee are unable to 
accept the arguments put forward by the Secretary, Ministry of 
Commwce that the intention in this case was that the obligation to 
export would lapse and therefore the bonds need not be enforced 
when the Scheme was suspended. 

In view of the large amounts involved, the Sub-Committee desire 
that the whole matter should be thoroughly investigated without 
any loss of time with a view to  fixing responsibility, taking appro- 
priate action against the defaulting officers, adopting suitable pre- 
ventive measures against occurrence of such cases in future and re- 
trieving the loss caused to foreign exchange/public exchequer to 
the extent possible. 

Review of Priority for Impmt of Art Silk 

1.37. The Sub-Committee pointed out that according to the Rasic 
Statistical Material and Monthly Statistics of Foreign Trade of 
India, under the heading Export and Import of Art Silk Fabrics, 
the import was more than the export of Art Silk ~ a b r i c s  and that 
during the six years the adverse balance of trade on this account 
was Rs. 14 crores. The value of total exports of art silk fabrics 
during the 6 years was about Rs. 27 crores and the value of the im- 
ports was about Rs. 42 crores. The witness stated that it was quite 
possible. They did not pay for all the import needs. The pro- 
duction of man-made fibres in the earlier years was of the 
order of 45 million pounds only and it went up to the extent of 100 
million pounds. The simple reason for this adverse balance of 
trade was that they had started using the man-made fibre before 
they could panufacture them in the country. 

Asked as to why Government were spending more than what 
they were earnfng on an item like art-silk, the witness stated that 
the art silk yam imports had been made to keep the industry going 



which employ thousands of weavers also and it was a deliberate 
decision. If the figures for six years were taken into account it 
would be seen that the net draught today was coming to zero. H e  
,added: "The deliberate policy of course, is to progressive~y reduce 
the net draught on the foreign exchange to the extent the imports 
match exports, they go together. That means the export earnings 
must be taken for imports; otherwise, there would be no exports 
and that much would be the deduction in the total availability of 
foreign exchange. Against this background, the only net draught 
on foreign exchange is AU licence expenditure". The witness fur- 
ther stated that the art silk yarn was not of such a low priority 
as to be completely done away with because this was adding to 
the quantity of cloth available in the country and also for keeping 
the industry going. In reply to a questibn, the witness added that 
when it was considered necessary to import so much quantity of 
art silk yarn, it was not considered inappropriate to provide a part 
of these imports being made against exports of sugar even at a 
highly subsidised rate. 

1.38. The Subcommittee fail to understand why Government 
have deliberately given such a high priority to the import of art silk 
yarn even when there is adverse balance of trade and during a 
period of 6 years the adverse balance of trade on this account alone 
is Rs. 14 crores. Moreover., it is really surprising that for the sake 
of importing ar t  silk yarn, Government have considered it esseritial 
to export sugar at  a highly subsidised rate. In this connection, the 
Sub-Committee would also like to draw attention to the Press Note 
dated 22nd March, 1966 of the Ministry of Commerce (vide Appen- 
d L  Vl l l )  re: Ban on non-transferable specific delivery contracts in 
imported ar t  silk yarn. In the Press Note it has been stared inter 
a h ,  "A good deal of trafficking in import licences is reporied to be 
taking place." The Sub-Committee are, therefore, of the opinion 
that the priority to be given to the import of ar t  silk should be care- 
fully re-examined by Government in the light of their observations. 



CHAPTER 11-VARIOUS EXPORT PROMOTION SCHEMES AND 
THE IRREGULARITIES DETECTED THEREIN 

Part A-General 

2.1. At the instance of the Sub-Committee, the Ministry of Com- 
lmerce had furnished 3 statements as follows: 

(i) A statement showing the value of exports, commodity-wise 
from the year 1954-55 to 1964-65-vide Appendix IX. 

(ii) A statement showing the value of import licences issued 
under the Export Promotion Schemes' for the licencing 
periods 1958-59 to 1964-6Lvide Appendix X. 

(iii) A statement of matured bonds executed against imports 
under advance licences issued for Export Promotion 
Schemes other than art silk fabrics scheme and the action 
taken by the port licencing authorities-vide Appendix XI. 

2.2. The Subcommittee referred to the statement at Appendix IX 
.and desired to know how many out of the 37 principal items of 
India's exports were covered by the Export Promotion Schemes. The 
Secretary, Ministry of Commerce stated in evidence that if the num- 
ber of items was taken into consideration, the exports covered by 
the entitlement schemes would come to 50 or 75 per cent but it would 
not give the correct picture as not more than one-fourth of the total 
exports were assisted through the Export Promction Schemes. In 
regard to certain items, there was a scheme entitling exporters hav- 
ing 1 or 2 or 5 per cent entitlement and the object ef such entitlement 
scheme so far was merely to make available the basic raw material 
more easily than they would otherwise get through the normal pro- 
cedure, seeking actual user licences. There were other imporl cn- 
titlement schemes against manufacture where t n ~ y  would get double 
the import content of the product so that they were, able to sell cnm- 
petitively ahrcad. If the entitlement schemes were not there, the 
exporters would get licences as actual users. It was because of the 
uncertainty and difficulties of getting actual users' licence that they 
had formulated this kind of link scheme so that no export was held 
up on acco'unt of the procedural and other difficulties. 



2.3. When the Sub-Committee pointed out that in many items for 
which there were export incentives or import entitlements, there was 
a lot of fluctuation in export figures, the witness stated that in the 
complex of international trade and in the dynamics of changing cir- 
cumstances there would be fluctuations whatever schemes were there. 
In different commodities there would be different factors. As regards 
engineering exports which were highly assisted by the export incen- 
tive schemes, the world trade in engineering goods was going ~p by 
leaps and bounds. The share of the developing countries in that trade 
was fractional and it was because of these schemes that India was 
.occupying her place there. The witness added that without export 
promotion schemes, the quantum of exports would have a sudden 
fall. Whether the schemes were adequate or not could certainly be 
examined scheme-wise. 

2.4. From the figures of exports given in Appendu: IX against 
items No. 13 (Metals and Mi'rs.) and 37 (Chemical and allied pro- 
ductscexcl. essential oils) which are also covered by the import 
entitdement schemes, it would be apparent that inspite of export 
incentives, exparts of these ,commodities went down in 1962-63 in, 
the case of item No. 13 year after year and during 1960-91 and 1961-62 
in the case of item No. 37. It would, therefore, appear that the 
purpose for which Export Promotion Schemes were initiated is not 
being fully achieved. 

2.5. Asked whether any assessment had at any time been made 
by the Ministry of Commerce with a view to find out to what extent 
the Export Promotion Schemes were helping in increasing the ex- 
ports, commodity-wise, the Secretary, Ministry of Commerce stated 
that it would be a bit difficult to do such an assessme~t quantitatively. 
He added that the qualitative assessment was of course done as it 
was borne out by the fact that cash assistance for steel items was 
raised continuously. On examination of any comniodity if it appear- 
ed that with the additional assistance exports would tend to fall and 
not grow, they should have a fresh look into the scheme. If the 
scheme was removed, no export would take place. According to the 
witness, broadly speaking, for all manufacturers of engineering, che- 
micals, textiles and some others, but for these export entitlement 
schemes, the export would have fallen to a very very low figure. The 
witness added that assessment was done perivdically as would be 
evident from the fact that at all the Board meetings as well as the 
meetings of the Export Promotion Councils, e w l y  scheme was re- 
viewed to find out whether the assistance was really adequate or not 
and how exports under each sector or in each-field could be increased 
or rnaximised. 



. 2.6. In answer to a question whether any assessment had been 
made of the success of these schemes vis-a-vis the working of the Ex- 
port Promotion Councils, the witness stated that the Councils were 
in fact doing a lot of work to promote export consciousness as well as 
getting people to export the commodities. Specifically there would 
be some disparity in the depth of work of individual Council as it 
would also depend upon the type of product. The main object in 
the working of the Councils ought to be that apart from asking for 
assistance or administering the assistance part of the scheme, they 
should follow up on the production side with the industry so that 
they were able to produce articles for export of st~fficient quantity 
and good quality. The witness added that but for the existence of 
the Cotton Textile Export Promotion Council and also the assistance 
given by the Cotton Mills Federation, cotton textile exports would 
have fallea almost to negligible proportions. 

2.7. The Sub-committee desired to be furnished with a note con- 
taining an analysis of the Export Promotion Schemes where enlitle- 
ment was the highest .and where the performance was the best--at 
least half-a-dozen schemes might be  chosen for the analysis. The 
reply i s  still awaited from the Ministry. 

2.8. Referring to Appendix X, the Sub-committee pointed out 
that the average value of import licences which used to be about 15 
per cent of the exports entitled to benefit had ncjw gone up to about 
30 per cent. The witness explained that one of the reasons fo r  this 
was the adaptation of schemes to changing circumstances. He added 
that the import entitlement was calculated to twice the import con- 
tent. The percentage had gone up only from April, 1962 onward 
rather than the earlier years as and when more products had 
come in which got entitlement benefits. It was not correct that thc 
value of import licences issued under the Export Prcmotion Schemes 
had gone up because of the increase in the entitlement ratio. The 
whole object was that imports which were inescapably necessary for 
the economy were coming to some extent through the operation of 
the Export Promotion Scheme. 

2.9. The Sub-Committee pointed out that under the Export pro- 
motion Schemes the value of the total exports between 1961-62 and 
1962-63 increased from Rs. 163 crores to Rs. 174 crores, i.e., by Rs. 11 
crores. The entitlements had also increased from Rs. 24 crores to 
Rs. 34 crores, i.e., by Rs. 10 crores and desired to be furnished with a 
note explaining how this increased percentage of import entitlement 
on export was justified- A detailed break-up of all the imporkd 
commodities under the export promotion licencing might a180 be 
given. The information received is contained in A& XU. 



8.10. The Swb-Committee are smpAsed te learn that the stathtim 
-of imports are maintained commodity-wise and not achemewise and 
that the same commodity is sometimes allowed to be imported under 
more than one scheme. They are, however, glad to be informed that 
it has since been decided to introduce code numbers to indicate on 
licences issued under a particular scheme so that in future this infor- 
mation may be available. 

2.11. The witness conceded that in other items where there was 
no incentive at  all, export figures had increased. He added that in 
the international pricing while some prices were in line many others 
were out of line and it was not a uniform picture. According to the 
witness, India's internal economy was not exactly price-wise parallel 
to the world economy. Over some sectors they continue to be com- 
petitive while on others, they were becoming progressively uncompe- 
titive particularly in the manufacturing fields, and therefore, they 
had to pay the price iii maintaining the export in these sectors. 

2.12. The Sub-Committee desired to be furnished with copies of 
the review that was undertaken by Government from time to time 
and whether any overall review of the working of the Export Pro- 
motion Councils was made and if so, when. In this connection the 
Sub-committee have been furnished with a copy of the Report of 
Review Committee on Export Promotion Councils (May, 1965) and 
a copy of the Resolution of Government dated 21st December, 1965 
indicating the action taken on that Report by Government. 

2.13. While appreciating the promptness with which Government 
has initiated action on various recommendations nf .the Review 
Committee, the Sub-Committee would like to point out that the 
Review Committee primarily dealt with the organisational and 
promotional aspects of the Export Promotion Councils, as required 
under its terms of reference. It did not undertake any quantitative 
assessment of the results achieved by various Export Promotion 
Schemes. 

2.14. During evidence, the C.C.I.&E. stated that when the export 
obligations were not fulfilled, bonds were invariably forfeited as no 
exemptions could be made. Only established exporters to whom the 
licences had been given on the basis of the past exports and who 
insisted to continue to sign the bonds in a simple form, were allow- 
ed to export commodities of an  equivalent value of bonds. The 
amounts cf bank guarantee were fixed on the basis of approximately 
30 per cent of the total value of exports. The Secretary, Ministry 
of Commerce conceded that ;n sor;ic r w * s  the i!~lder of a licence 
might prefer to pay the guarantee amount rather than fulfil the ex- 
port obligatibn because by the time actual imports came, the internal 
prices went up and the economics of exports changed. He also added 



that even advance entitlements were restricted only to a few ex- 
ceptional cases and normally no advance licei~ce was given since 1st 
September, 1965. 

2.15. The Sub-Committee desired to be furnished with a note 
showing the amount of guarantee that was taken for different items 
upto 1st September, 1965 when the issuing of advance licences was 
discontinued. In a written reply, it has been stated that there was 
no fixed guarantee before 2nd December, 1964. However, the licens- 
-ing authorities were taking the guarantees in their discretion upto 
100 per cent. Subsequently, from 2nd December, 1964 upto 1st Sep- 
tember, 1965. the Bank guarantee to be taken was for full 100 per 
cent of the value of the goods imported. 

2.16. During their visit to Bombay, the Sub-Committee were iur- 
nished with a copy of the statement showing the receipts and dis- 
bursement of the Export Promotion Fund from 1959 to 31st October 
1965. This is enclosed as Appendix XIII. They were given to under- 
stand that this fund was being operated by the Indian Cotton Mills 
Federation, and that the Textile Commissioner gave his moral sup- 
port to it. 

2.17. The Sub-Committee are surprised to learn that even when 
there is no sanction from the Government and Parliament, the Tex- 
tile Commissioner gives his "moral" support to the Cotton 1Ciill.s 
Federation for reaiising premium on foreign cotton and fee on Indian 
cotton consumption. The Sub-Committee are of the view that, 
however, desirable the objective, this compulsory levy has all the 
ingredients of a tax and hence, it should be levied only with the 
prior sanction of Parliament and should be operated by an olcia? 
agency. 

2.18. The Sub-Committee referred to  page 4, para 7 of the ncte on 
"Cotton Textiles Export Incentive Scheme-Genesis and Objective of 
the Scheme" furnished to the Sub-Committee bv the Textile Com- 
missioner which is a t  Appendix XIV and asked whether any change 
in the import entitlement scheme was contemplated because under 
the existing scheme against an export of goods worth Rs. 100 the 
exporter would get the entitlement of Rs. 102.8. The witness stated 
that the entitlements were not more than 100 per cent though for 
purposes of computation the figure was slightly in excess. So long 
the availability of ind~genous cotton was short of requirements, even 
if the export promotion scheme was not there, foreign exchange 
would have been spent for import of machinery and cotton. The 
Additional Secretary, Ministry cf Commerce added that it was dim- 
cult to generate free foreign exchange and therefore imports were 
more and more being tied up  to export. 



2.19. The argument advanced by the Textile Commissioner that 
&'it (entitlement) is invariably not more than 100 per cent-for t o m  
petition purposes the figure is slightly in excess" does not appear to 
be !convincing. The Sub-committee would l i e  to impress upon 
the Government that they should ensure that in no case import 
entitlement is more than 100 per cent of the export obligation, prefer- 
ably it should be less. 

The Sub-committee were informed that the average entitlement 
is 15 per cent of the export. The Sub-committee therefore, fee1 
that a deAnite maximum limit of import entitlement must be fixed' 
for aach commodity. Any extra incentive, if necessary, shouId be 
given in Indian currency but the percentage of import entitlement 
should not be changed. The Export Promotion Schemes must 
ganerate free foreign exchange and hmce it is imperative that this 
import entitlement is kept lowest possible and the exporter should 
be compensated by other incentives of fiscal cash subsidy nature. 
ALSO no advance import licence should be given as that has lent 
itself to lot of abuses. 

2.20. The Sub-Committee wcre informed in a written reply that 
an audit unit was constituted in the office of the C.C.I.dE. with the 
principal object of making a clcse study of the manner of workmg 
of Export Promotion Divisions in the Port Licensing Offices and the 
Export Promotion Councils. They inqulrcd when this unit was set 
up and what work had been done by it so far. The Chief Controller 
of Imports and Exports stated that this audit unit was const!tuted 
round ahout April, 1965. It consisted of two Jnillt Chwf Controllers 
who had divided the country into two regions and they would look 
after the Export Promotion Councils w t h m  thcir own respective 
regions. Each of them had subordinate staff of one Assistant Con- 
troller and two other staff. Thclr main job was to go to the Export 
Promotion Councils and Licensing Offices to the manner An which 
the iicenccs were processed as per the scheme laid down. I t  
was also to be ensured in the process of such examination 
that there was no loophole f r r  anybody to take improper advantage 
of the scheme. There had been 8 or 9 inspections already covering 
about 15 to 20 days in each of the sectors and on ;lie basis of their 
reports, instructions had been lssucd from time t o  time in consulta- 
tion with the Ministry. As the sanctivn for this unit was for one 
year at present, they would have to go to the Illlnlstry of Finance 
for the continuance of the staff based on the work done by them. 

2.21, Ths Sub-Committee are glad to know that the Audit Unit 
har been consitituted in the office of the C.C.I. & E. They 



wenld like to be informed sf the results achieved by the Audit Unit 
in due c m .  

2.22. Incidentally, the Sub-Committee find that the compilation 
on Export Promotion Schemes prepared by the Directorate of Com- 
mercial Publicity has been marked as Confidential/For Official Use 
only. They however, feel that it is advisable to publicise this com- 
pilation in order to make it available to the general public. 

2.23. The 'Sub-committee also desired that a note might be fur- 
nished indicating the actual foreign exchange earned by exporters 
(according to the figures compiled by the Ministry of Commerce) 
and the foreign exchange deposited in the Reserve Bank of India, dur- 
ing the last three financial years, indicating reasons for difference, 
if any. They regret to note that the information is still awaited. 

Part B--Irregularities detected in various Export Promotion Schcmes 

2.24. The Subcommittee desired to be furnished with additional 
information regarding the mal-practices noticed in the various Ex- 
port Promotion Schemes. This has been furnished by the Ministry 
of Commerce and is a t  Appendix XV. From the re2lies to Q. Nos. 1, 
2 and 5 in this Appendix, the SubCommittee note that the main 
instances where certain mal-practices and abuses were noticed are 
(i) the Export Promotion Scheme for Zari goods and art silk ready- 
made garments and (ii) the Exports Promotion Scheme for stainless 
Steel Products. 

Some of the mal-practices/abuses involved were: 
(i) production of false documents; 
(ii) mis-declaration of export goods; 
(iii) over invoicing; 
OV) under invoicing; and 
(v) forgery of export documents. 

2.25. In the case of Zari goods and art silk ready-made garments, 
the nature of default committed by the exporters was either in over 
invoicinz in some cases or taking entitlement on furnishing an 
undertaking but not realising the money within the due period of 
180 days and even after extensions were granted by the Reserve 
Bank of India for one year and two years. (In some, cases, no 
exports had taken place a t  all.) 



226. The loss involved in export earnings, during the period 
1960 to 31st August, 1965, as a result of mal-practices was as under: 

S1. No. Item Total 

I Engineering goods . 
2 Vanaspati . 
3 Basic Chemicals 
4 Plastic Goods 
5 Leather Goods . . 
6 Agarbati . . . 
7 Processed Foods . 
8 Handicrafts . 
9 Decorated-Cotton seed cake . 
10 Carpets . 
1 I Handloom (textiles) . 
12 Tanned Hides & Skins . 
1 3  Woollen Hosiery . 
14 Sandalwood oil . 

rS Coir . 
16 Fish & Fish Products . 
17 Scheduled items . 

B. Zari Goods (in 1963). . . 469.71 

TOTAL OF A & B . Rs. 8.03 
Crores. 

2.27. The Subcommittee referred to the written replies to Q. 
Nos. 1, 2 & 5 in the Appendix XV, and enquired about the types 
of "severe penalties" imposed. The witness stated that par- 
ties were debarred from getting licences and also prosecuted. 
Debarment from getting licence including A.U. Licence where the 
225 ( Aii) LS-3. 



W y  was a msnufactwwr end that too not f& one period but 2 to + 
peri~ds was regacded a severe punishment. The witness further 
added that the Scheme of. advance licensing was stopped from 1st 
September, 1965. Today the rules were that in the case of request 
from advance licence against confirmed orders and the letters of cre- 
dit, the pgpers would have to come through the Port Licensing Autho- 
rity, the Export Promotion Council and then to the C.C.T. & E. where 
a decision would be taken. Now, there was a separate register show- 
ing the number of cases where advance licenses had been given to- . 
gether with their total value. 

2.28. The Sub-committee desired to be furnished with two notes 
one giving details about the 19 cases of stainless steel products, re- 
ferred to in answer to supplementary question No. 7 (Vide Appendix 
XV) names of the parties, estimated amount of over-invoicing in- 
volved, when the lacuna was detected and since when they were 
under investigation, and another on the E.P. Scheme on Zari goods- 
how it was initiated and the reasons for its failure and whether any 
action had heen taken against any officer in this connection. 

229. The note giving details about the 19 cases of stainless steel 
products has since been received. The note on E.P. Scheme on Zad 
goods has since been received and is in Appendix XVII. 

2.30. The Sub-Committee regret to note the incidence of mal- 
practices particularly in the cases of Export Promotion Schemes for 
Zari goods and art silk ready-made garments. The total amount of 
loss due to mal-practices including those mentioned above amoulrtes 
to R.s. 8:03 crores (Rs. 4m71 lakhs for Zari goods in 1963 and 
333.85 lakhs for other goods from the year 1960 to 31st August, 1965). 
Parhaps much of the loss could have been avoided if the Ministry 
had been a little more careful and vigilant. Though this amount of 
loss when compared to the total amount of exports between 1960- 
65, may appear to be a small percentage, yet in actual Alfures, the 
Jess of foreign exchange involved is very large. The SubCommit- 
tee, therefore, feel that the Ministry should not relax their efforts 
to ensure, as far as possible, that the export obligations are fulfilled 
by the defaulting parties, apart from taking penal atcion, as neces- 
sary. .- 

2.31. The Sub-committee note that the Ministry have not only 
a s a Y d d  the Export promotion Scheme for Zari goods and modi- 
l%d the scheme for stainless steel, but they k v e  also hftktd ode- 
qorb - - the aQadthg h a .  They hbpe that the Mtnik 
~ w a E l l M L a p a c o n ~ ~ ~ o n t h e w o r l d r r p d o ~ E r r p o r t .  
Pnwratrsn Schemes and w i i  not dlsw the ma!-precticas to creep h 



2.32. In order to enable diversification and blending or man-made 
fibres and yarn in cotton fabrics for expanding manufacture of mixed 
sarees, import of non-viscose staple fibre and/or viscose yarn and/or 
synthetic yarn up to 20 per cent of the value of the retention quota 
for import of foreign cotton under Cotton Textile Export Promotion 
Scheme was allowed, prior to 1st January, 1965 when this provision 
was withdrawn. The position then was that though one mill could 
sell the imported staple fibre with the permission of the Textile Com- 
missloner to another mill, no such sale or transfer of imported vis- 
cose rayon yarn or synthetic yarn was permitted, and if any mill im- 
ported this yarn against its retention quota, the mill had to use if 
for its own consumption subject to the conditions that where synthe- 
tic fibre was to be imported a second obligation was imposed that 
the mills should export fabrics made out of the fibre. 

Certain complaints had been received in the Textile Commis- 
sioner's Office that du rng  the peridd from September, 1964 to June, 
1565, a particular mill had purchased the mill entitlements for staple 
fibre worth about Rs. 60 lakhs from 54 different mills, jn alleged 
collusion with the firm who figured as the authorised agent for the 
mill. According to the policy laid dawn, the mlll having the import 
entitlement is responsible for the actual import of staple fibre subse- 
quent to which sales or transfers would take place. It  appears that 
the 54 mills referred to above transferred the import entitlements for 
synthetic fibre by g~ving the necessary authorisation in fabour of the 
mill and its authorised agent The latter appears to have managed 
to get the licences which were issued for non-viscose staple fibre 
converted into impart licences for "non-viscose staple fibre 2nd o r  
viscose rayon yarn and/or synthetic yarn" and imported nylon fila- 
ment yarn which was not p"missib1e. 

2.33. The Textile Commissioner s t a t d  in evidence that the offewes 
in this case, according to the legal adviser were: 

(i) Trafficking in licence, namely that an Actual User's Licence 
had passed to many hands without proper authority; 

(ii) Amendment of the licence to include synthetic fibre by 
false representation; and 

(iii) Non-enforcement of obligation to export fabrics made out 
of synthetic fibre. 

I 



2.34, Since a large number of mills were involved in 'his case and 
the matter was being looked hito by the S9.E. the witness stated 
that it was premature to come to any conclusion. In reply to a ques- 
tion, the witness stated that the total value for which permission was 
issued for the sale of staple fibre was Rs. 68 lakhs and the total value 
of licences already issued against this was Rs. 50 lakhs. Against this, 
staple fibre of non-viscose origin had been imported to the tune of 
Rs. 21 l a b s  and synthetic yarn to the tune of Rs. 11 lakhs. 

2.35. The Sub-committee then desired to know whether enquiries 
had been made to find out whether one mill would be able to con- 
sume such a large quantity of staple fibre before permission was 
given to more than 50 mills to transfer their quota to that mill. The 
witness admitted that: "That is the lacuna in this, I must confess 
that no scrutiny was exercised". The permission to sell staple fibre 
was part of the permission to sell cotton. Since it was a sub item, 
under cotton entitlement import, the mills importing cotton were 
given free permission to sell it once. Although it was intended that 
the mill which purchased staple fibre from another mill would 
consume the same, no check about the capacity of the mill as such 
was exercised. In reply to a question the C.C.I. & El. stated that 
one of the conditions for the issue of Actual Users' Licences was, 
that what the mill imported should be made use of by them for their 
own purpose. He added that even if there were four items under 
one licence, the concession to resell with the permission of the 
Textile Commissioner was available for the staple fibre only. He 
further added that nothing special was done in this case so far as 
the endorsement on the licence was concerned and it was sufIicient 
for the purpose for which it was intended. If the party thought 
that the endorsement gave them a particular privilege or concession 
it would be their own way of thinking. So far as the rules were 
concerned it was felt that the party who had imported the items 
other than the staple fibre could give them only to the mill which 
had obtained the licence. He, however, added that they had no 
occasion to obtain legal opinion on the-point. 

2.36. As regards the present position of the case, the representative 
of the C. B. I. stated that the S. P. E. had first registered a case of 
corruption against the officer in the office of the J. C. C. I. &E., 
Bombay as it was thought that the amendments that he had made 
were not authorised. On a report received from J. C. C. I. & E., 
Bombay in October, 1965, allegations against the mill were being in- 
vestigated. As regards the release of the goods lying with the 
Customs authorities, on a legal advice, from the Ministry of Law, 
the matter was left to be decided by J. C. C. I. & E., and the Customs 



authoritiqs. Asked as to when the enquiry was likely to be over, the 
witness stated that as a very large number of firms were involved in 
this case, it was bound to take considerable time. If possible, they 
would expedite the investigation. 

2.37. The Sub-committee desired to be furnished with a detailed 
note fully explaining the case regarding Import of staple fibre i.e. 
whether any enquiry was made to find out whether one mill would 
be able to consume such larger quantity of fibre before the licences 
were transferred to it, whether the purchasing mill could indulge 
in re-selling, whether thn endorsements made on the licence were 
the same as per the recommendation of the Textile Commissiocer, 
the grounds on which the proceadings were dropped and re-opened 
etc. The note has since been received as is given in Appendix XVII. 

2.38. From the notes furnished by the Ministries as also horn the 
evidence tendered, it appears that a mill in collusion with its agent 
not only succeeded in purchasing import entitlements for staple 
fibre worth about Rs. 68 lakhs from 51 mills but also managed to 
get the licences which were isstied for non-viscose staple fibre eon- 
verted into import licences for "the non-viscose staple fibre and/or 
synthetic yarn" and imported nylon filament yarn which is not per- 
missible with in the rules. 

It is very unusual that as many as 54 milla should have thought 
of selling their import entitlements to one mill within a short period. 
It is still more curious that the agent of the mill purchasing the 
entitlements, who was admittedly a firm against whom investiga- 
tion were made in the past on more than one occasion by the S.P.E. 
and whose activities were not free from suspicion could get endorse- 
ments changed on the spot at  the counter in the J.C.C.I.E's oflee, 
without being questioned either by the Textile Commissioner or by 
the issuing authority whether the transferee mill had the requisite 
capacity to utilise it. 

The Ministry have tried to argue that present case involved 
only a question of Misuse of entitlements and there was no question 
of loss to the Government. The Sub-Committee cannot appreciate 
this attitude on the part of the Ministry because- 

(a) this irregularity involves a very serious abuse of the 
scheme; . . 

(b) whether the export obligation attached to the imparted 
yarn was completely fulfilled is d m b w  and 



(c) the purchasing mill and the firm who was acting as the 
authorised agent seem to have made profits by resorting 
to serious irregularity and subterfuge. 

The Sub-Committee fed  that Textile Commissioner's Office and 
Jt. C.C.I.E's Office s b u l d  have been more careful in dealing wit5 
this firm which had come to adverse notice on more than one occa- 
sion. 

The Sub-Committee are of the opinion that instructions regard- 
ing the transfer of entitlements, the circumstances under which 
sales can be effected etc. should be clearly endorsed on the licence 
itself that there would be no scope left for unscrupulous traders to 
indulge in such nefarious activities. The requests for transfer of 
entitlements should not be considered mechanically as at present, 
vis-a-vis the rules, but the consequences of such an act should also 
be taken note of. Changes in procedure if necessary should be 
efpeabd forth-with to achieve this end. The Sub-Cmnmittee would 
also Eke the Ministry to examine and evolve measures whereby the 
miense of Aetuai Users Licewe i.e. passing through many hands 
without proper authority be: omes an impossibility and to introduce 
move effective cheeks to ensare that export obligations are achieved. 
The Sub-Committee would like to be informed of the results of the 
investigations now being made and action taken against the delin- 
quart officiek 

Cases of irregularities under the Export Promotion Schemes 

2.39. In order to get an idea about the nature of irregularities 
involved in the Export Promotion Schemes, the Sub-committee had 
desired to be furnished with a statement containing brief particu- 
lars of irregularities that were found and referred to the S.P.E./ 
Police by the Ministry during the years 1957-65. The Ministry 
furnished a statement contajning 58 such cases. The summary of 
these cases is as under : - . 

!a) Period under review. . 1967 to 1965 

(b) Total number of cases 58 

(c) Total value of expo& (default) involved, includes Rs. 88.4 lakhs 
cases proved (Rs. 21 . r lakhs) and cases not 
proved and therefor dropped/pending 
(Rs. 67 -3  lakhs) . - 

(d) THC total v&e of country's exports during the Rs. 6,158 crorea. 
period of rctricff 



$4) Total value of exporrk, d k n g  the period under From the average atp- 
review, which were entitled for incentives under tistics of total coun- 
the Export Promotion Schemes. try's exports vis-a- 

vis exports under 
E.P. Schemes, ex- 
ports under E.P. 
Schemes work out to 
22% of the coun- 
try's total eXprtS. 
On the basis of 
this, the value of 
exports under E.P. 
Schemes for this 
period 1957--65 
would work out to 
Rs. 1,354 crores. 

.(f) Percentage of loss of foreign exchange when 
compared to total exports under the E.P. Sche- 
mes. -07% 

(g) Lowest value of exports (default) in one case in Rs. 1,350;-. 
the year 1960 included in the Statement. (In this case, the 

charge was proved 
and departmental 
action was taken). 

(h) Highest vntue of exports(defau1t) in one case in Rs. 26-37  l a b  
the year 1958 included in the statement. (In this case, the 

charge could not be 
proved by the S.P.E. 
and the case was thus 
closed). 

2.40.The Ministry have also furnished a consolidated statement 
showing particulars of action taken in respect of these 58 cases 
o f  irregularities under E.P. Schemes investigated by the S 9 . W  
Police from 1957 to 1965. A copy of this statement is enclosed as 
Appendix XVIII. 

2.41. The Sub-committee while referring to the statement of 58 
cases desired to know whether any inquiry had been made to find 
out ac to why out of 22 cases referred to  SPE in 1958 were from 
Madras. The CCI&E informed the Sub-Committee in evidence that 
in respect of the cases arising from Madras it was found that the 
description of the goods given in the documents Aled with JCCI and 
E was different from that given in docmnpts  flled with the 
Reserve Bank and also the GRI form. I t  appeared to  be the practice 
to mention the goods in the bill of lading and in the GRI form as 
"cotton goods" while in actual practice those were "art silk" because 
the exports were made to a foreign country and the duty levied 
'Iby that country wm proportionately less in the case of cotton goods 



than in the case of art silk. 'She SPE had gone into it in great detail 
and decided that no penalty was to be imposed. 

2.42. Regarding Case No. 26 of the statement, the witness informed 
the Sub-committee that the Society was registered in Gurgaon, 
Punjab and was alleged to have a Branch OBce in Bombay. In 
September, 1958, they had obtained import licences for Rs. 67,500 
for woollen fabrics. Again on 259-1958, the Society was given an 
import licence for art silk fabrics for Rs. 45,000 and on 27.9.1958 
another import licence for Rs. 50,000 for ready-made apparel was 
also given to them. The witness added that these items were 
licenced at that time under the Export Promotion Scheme on the 
condition 'chat the importer would export goods manufacturekl out 
of the imported material equtil to 133-1/30/, of the value of the 
imported material within six months from the date of importation. 
Licences could be issued even to prospective exporters on production 
of export orders from foreign parties and this Society had applied 
for licences by producing orders from a merchant in Hong Kong. 

. So, the licences were issued to them. On the 6th August, 1959, 
anonymous complaints were received alleging that the society had 
disposed of the imported material in contravention of the condition 
of licences and had not exported the processed goods as required. 
After an enquiry made by JCCI&E, Bombay, the matter was handed 
over to the SPE who registered the F.I.R. on 9.6.1960. The SPE 
sent their report to JCCI&E Bombay on 26.12.1962 in which it was 
stated that their investigation revealed that the Society had obtained 
the l i c e n c ~  on the basis of false evidence regarding their past 
turnover in these items and a forged registration certificate purpor- 
ted to have been issued by the Assistant Registrar of Co-operative 
Societies, Gurgaon and that the Society had failed to export proces- 
sed goods, that al l  the bonds executed by the Society equal to 50 
per cent of the value of the imported goods were forfeited and that 
the goods imported by them were disposed of in contravention of 
the condition of the licences. On 21.1.1963, the CCI&E issued a show 
cause notice to the Society under the Imports (Control) Order for 
alleged contravention of the conditions of the licences issued to them 
with a view to taking penal action against the Society. When the 
show cause notice was received back undelivered, the Society and 
their employees were placed on the suspension list for issue of im- 
port/export licences and customs clearance permits. A copy of the 
suspension order was sent to the Society but it was received back 
undelivered. The case was sub-judice at present. 

2243. The Sub-committee referred to case No. 3 regarding imports 
of betelnuts against the exports of scented betelnuts angl desired 



to know whether Government could exempt themselves from import 
obligation when a scheme was discontinued just as a party was 
exempted from export obligation on the suspension of a scheme. The 
Additional Secretary, Ministry of Commerce, stated: "The party will 
be exempted from export obligation, if he had not fulfilled the ex- 
port obligation earlier." The Chief Controller of Imports and Ex- 
ports added that although the import licence was issued to an ex- 
porter against the past performance, a condition was attached that 
he should continue to export. Exports were made under a parti- 
cular scheme and since the export obligations had been fulfilled, the 
exporter had an entitlement to ask for the import licence. In this 
connection, the Sub-committee desired to know whether the 
Ministry had ever examined whether it  enabled the exporter to 
over-invoice his export and get foreign exchange either in black 
market or in open market to earn en'itlement for a higher amount 
which would give him a bigger margin of profit and what steps had 
been taken by the Government to safeguard against such malpracti- 
ces of overinvoicing etc. The witness stated that it was for the 
Customs authorities to look into it at the time the exports were 
made. If the Customs authorities had stated after checking that 
the figures were correct, they would accept them as the correct 
value of exports made. 

2.44. The Sub-committee pointed out that the party had exported 
scented betelnuts worth Rs. 6 lakhs but when details were gone 
into it could be found that a sum of Rs. 6 lakhs had been paid as pm- 
cessing charges out of the total value of exports to a firm which did 
not exist and desired to know how under the circumstances the Cus- 
toms authorities could check whether the export was over-invoiced. 
The witness stated that basically, in so far as documentation was con- 
cerned, it was the Customs authorities which gave C.C.1 & E. an indi- 
cation as to whether the item had been over-invoiced or not. Since 
in this particular case the import licences had been given by the 
Ministry, it was being enquired into as to how Rs. 6 lakhs could be 
paid as processing charges. The matter was ultimately referred to 
S.P.E. for investigation. In reply to a question as to why the claim 
of the party was entertained when the firm had attempted to commit 
a fraud, the witness stated that they could not come to a clear con- 
clusion. The value of the import licence was reduced in this case. 

2.45. Referring to Case No. 37 re: Messrs.. . . . . . . .. . . ... . . .. .. . 
which was found to be non-existent, the Sub-Committee desired to 
know whether it was possible to enquire on what basis the bank had 
given the guarantee and what steps other than forfeiture of the bond, 
were taken against the h, if it had committed a breach of the 



contract. The witness s t a M  that penal action as per the provisions 
of the Imports (Control) Order could be taken against the party. 
References were also made to SPE or the police in order to locate 
whether -the firm was in existence or not. Notices were issued to 
the party and departmental action was also taken against them. 
No independence inquiry was, however, made through the bank. 
In reply to a question, the witness stated that from July, 1965 they 
had increased the amount of the bond to 100 per cent of the equi- 
valent value of the im;>ort licence and in the case of speculative 
items it could be increased further, the minimum being 100. per cent. 

2.46. As regards case No. 43 the Sub-committee were informed 
in evidence that before applying for the licence, the party had made 
a separate application to the All India Handicrafts Board for regis- 
tration under the Scheme. Subsequently, action was taken to issue 
the licence. On receipt of a complaint an enquiry was made and 
it was found that the firm was not in existence. There were cases 
where at the time of registration the firms were in existence but 
afterwards they went out of existence. The Sub-Committee stated 
that it appeared that in this case as also in Case No. 53 the All India 
Handicrafts Board never verified the genuineness of the firms and 
only on receipt of anonymous complaints action was taken. 

2.47. The Sub-Committee desired to be furnished with a detailed 
note relating to case No. 43 where import licence was given on the 
recommendation of the All India Handicrafts Board and also the 
procedure followed by the Board for verification before registration 
of firms. A copy of the note since received is given in Appendix 
XIX. 

2.48. Asked as to how the Ministry ensured that the export obliga- 
tions were fulfilled by various importers or established exporters 
within the stipulated time, the Chief Controller of Imports and 
Exports stated that at the time of issuing import licences, the period 
within which the export obligations had to be fulfilled was specified. 
When this period came to a close, notices were issued to the parties 
to furnish documents to show that exports had taken place. In case 
of difficulty, the ?arty was given reasonable extension of the period. 
After the expiry of the extension period, notices were again issued 
to ensure that the export obligations had been fulfilled. Such 
action was ta'ken in respect of all licences where export obligations 
were involved. 

2.4%. In reregard to Case No. 45, the Sub-Comrnittee desired to 
know the actian taken by the Ministry to find out whether export 
obligations had been fulfilled within six months. The witness stated 



that the party had produced documents to show that the stipulated 
quantity had been exported, but when complaints were received' that 
-the statement was false, the matter was examined and referred to 
S.P.E., and the party had not been issued any licence in the mean- 
time and the final report of the S.P.E. was awaited. 

2.50. From the evidence tendered and also from the notes fnrnish- 
cd by the Ministry, the Sub-Committee find that the prevailing situa- 
tion leaves much smpc for improvement in the working of the 
schemes. The modus pperandi of the fraudulent traders who 
exploit the Schemes in their own interest can be categorised roughly 
as below:- 

(i) produc tion of false documents. 
(ii) mis-declaration of export goods. 
(iii) over-invoicing. 
(iv) forgery of export documents. 
(v) under invoicing. 
(vi) Liquidation of the firms after enjoying: the imports to 

escape governmental action against them. 
2.51. The Sub-Committee are surprised t9 learn that the Ministry 

have to depend wholly on the customs authorities to verify as to 
whether the exports stipulated under these Schemes ape actually 
effected or not. Enquirks against b s  are initiated either when 
adverse reports are submitted by the enstams a d w r i t k s  or when 
the CCI&E develop any doubt, mostly on the basis of anonymous 
reports. The Sub-committee are of the opinion that the present 
checks against the aforesaid malpractices are not adequate because 
in many cases licences were issued to b s  which on subsequent 
verification were found to be not in existence. There were 8 such 
cases out of t2Yk &st of 58 cases M s h e d .  The deposition of the 
C.C.I.&E. that "there have been cases where at the time of registra- 
tion they (firms) were in existence but afterwards they went out 
of existence" m&es it necessary to have thoroueit enquiries made 
Before Ann6 an i ssued impoyt/export licences. They also feel that 
the checks that the customs authorities are exercising at present to 
detect cases of over-invoicing a d  other connected malpractices arc 
inadequate as they have come acmes cases where on a subsequent 
enquiry, it was found that the parties had indulged in underhand 
methods which hati eselvpsd the tests of the Cnsloms nuthodties 
(e.g., Case No. 3). 

2,52. The Sucb-Cmmittes consider it most wfwtanate that even 
the provision of seaming bank guarantees has nd proved to be of 
mrch a d  8 fP one case (No, 37) a bank stsod &slPrPdeb for a fmm 



which was not in existence. (The bond amount in this case was 
forfeited). Under the existing schemes, the defau'tlng par-ics could 
only be proceeded with under the provisions of Import (Control). 
Order or through the forfeiture of bonds furnished by them which 
till July, 1965 was only 20 per cent of the value  of import licence 
and there was no course open to the Government whereby the partias 
could be compelled to fuIfill their export obligations. Consequentl~., 
the fraudulent parties indulged in malpractices and could convenient- 
ly go underground when called upon to justify their actions without 
fulfilling their obligations under the Schemes to export and thereby 
the real purpose of the Schemes was defeated. The Sub-committee 
fail to understand bow a bank could give guarantee in respect af 
such non-existent firms. The Sub-Committee desire that the hanks 
concerned should be addressed to and their explanation obtained 
with a view to taking corrective measures. 

2.53. Even in cases where the guilt was proved the firms were 
to undergo imprisonment till the rising of the court and s fine of 
Rs. 200 only and they were debarred from receipt of licences for 
one or two licencing periods of six months each. 

The Sub-Coanmittee note that from J d y ,  1965, the value of the 
bond amount has been raised to 100 per cent of the value of the 
import licence and that by the Impo=ts and Exports (Control) 
Amendment Act, 1966 the period of imprisonment has been raised 
from one day to 6 rnonths/2 years. 

2.54. The Sub-Committee cannot get away from the impression 
that the fraudulent traders were in a way'enmmaged by the lenient 
and Iukeworm attitude of the officials. In respect of cases where the 
parties bad preferred false claims of exports (Nos. 4 and 8) and the 
fact was proved, no penal action was taken and only an amount 
equivalent to the amount of excess exports claimed by the parties 
was deducted. In another case (No. 31) evm though the allegations 
were proved the care could not be taken to the court of law because 
original documents were not available. There was yet another case 
(No. 36) in which a fake owner of a non-existent mill could get a 
licence for import of art silk. The party sold the imported good9 to 
other parties without fuifilling the export obligations. (In this case, 
a successful prosecution was launched and a Director m d  a Manager 
of the Company were sentenced to pay fine totalling Ra. 3,500. 

2.55. The Sub-Committee take a serious view of the various mal- 
practices noticed in the operation of the Export Promotion  scheme^ 
and regard it most unfortunate that aven after several years of 
existence of Export Prolnotion Schemes, even major loopholes In 



them have not been plugged and they still continue to be exposod 
to various malpractices and abuses. 

They also strongly feel that the machinery administering the 
Export Promotion Schemes should be toned up in such a way that 
the possibilities of fraudulent practices are eliminated altogether. 
4 

, 2.56. The Sub-Committee have further been informed by CBI that 
during the period from 1957 to 1965. they had handled 1144 cases 
under the Import and Export (Control) Act, 1947, out of which 928 
cases were referred to CBI by C C I E ,  103 cases were taken up by 
CBI suo-moto and the remaining cases were referred by various 
agencies like the Iron and Steel Controller, State Trading Corpora- 
tion, Directorate of Industries, Directorate of Revenue Intelligence 
and States' Police. They have been further informed that in all 
such cases initial complaints were made long after the offence was 
perpetrated viz., one to seven years, as a result of which the location 
of witnesses and records become difficult. 

257. While the Sub-Committee agree that it takes some time 
for every department to conduct their own enquiry before handing 
over the case to CBI, they are not convinced that a department should 
take as long a period as seven years for this purpose. They feel 
that such a situation arises only when a department is hesitant to 
take a firm decision. In order to enable the Police/SPE/CBI to play 
an  effective role, it is desirable that decisions are taken promptly and 
all documents/files etc. relating to the case are kept in the custody 
of a responsible officer till the final decision in the case is taken. 
The Sub-Committee would also like the CBI to take steps, to ensure 
that their investigations are completed more expeditiously. 

Part C--Conclusion 

2.58, The Sub-Committee have no doubt that in view of the 
adverse balance of trade and difficulties involved in earning foreign 
exchange even for the pressing and inescapable needs of the country, 
there is a great need for devising suitable incentives to diversify 
and stimulate the exports of the country. The various export pro- 
motion schemes have, therefore, an important role to play in this 
re9ard. 

2.59. However. a detailed examination of the Export Promotion 
Scheme pertaining to the art silk (referred to in Para 88 of the 
Audit Report (Civil) on Revenue Receipts, 1965) and, general review 
of the various export promotion schemes in operation have revealed 



'the following unsatisfactory f ea tws :  
(i) These Export Promotion Schemes have come into opera- 

tion @n an ad hoe basis and changes have been made in 
them from time: to time. 

(ii) No quantitative assessment of the actual operation gf 
these Export Promotion Schemes has been made so far 
to ascertain what has been the contribution in terms oE 
export earnings under the various Export Promotion 
Schemes against the import entitlement granted. 

(iii) 'She practice of giving advance import licences in antici- 
pation 'of exports has resulted in several malpractices. In 
a number of cases the export obligations were not fultilled 
resulting in an extra drain on the foreign exchange avail- 
ability, due to the import entitlements being utilised 
without corresponding exports. 

2.60. In view of the above, the Srub-Committee suggest that Gov- 
ernment should appoint a Committee of experts (a) to make a 
qnantitotive assessment of the operation of various Export Promo- 
tim Schemes, (b) to revise the Export Promotion Schemes in opera- 
don so as to put them on a more scientific basis with a view to 
ensuring that they succeed in stimulating the export in the desired 
direction. (c) to plug the loopholes which have resulted in various 
malpractices, (d) to make sure that the import entitlements are given 
only for such commodities as are essential for country's economy 
and for which no indigenous substitutes are available, and ( e )  to 
ensure that each Export Promotion Scheme geaerates a certain 
minimum percentage of free foreign exchange. 

The Subcommittee also recommend that since the advance 
import licences in anticipation of export have resulted in various 
malpractices, and since in a number df cases the anticipated exports 
have not taken place subseq'uently, the system of advance licencing 
should be dispensed with and import entitlements under the. Export 
Promotion Schemes shoald be given only aMer the requisite foreign 
exchange has been generated through exports. 



CHAPTER 111-BARTER DEALS 

3.1. In 1958 there was a heavy shortage of steel and no foreign 
exchange was available for its imports. Therefore, at a meeting 
held on the 20th August, 1958, the Ministry of Finance, Planning 
Commission, Ministry of Commerce and Industry and the Depart- 
ment of Iron and Steel accepted the principle of barter. They ap- 
proved of a deal which envisaged the import of steel against the 
export of certain items which were otherwise not easy to export. 
I t  was also expected that under such arrangements, the total ex- 
ports would also increase. The items that were considered for 
export in this connection were manganese ore, chrome ore and 
other commodities export of which could be justified as additional. 
It  was also decided that the S.T.C. might negotiate import of 
steel on barter basis after referring all such proposals to the Iron 
and Steel Controller. 

Historical Background 

3.2. After the principle had once been accepted that the mecha- 
nism of barters could be resorted to for import of steel, it was 
considered that the same principle could be extended to cover 
import of other items which were essentially needed in the coun- 
try. To work out a scheme a small working group was oonstitut- 
ed in the Ministry of Commerce in which representatives of the 
S.T.C. were also associated and, as a result, a Barter Committee 
was constituted in August, 1959 in which the Ministry of Com- 
merce, Directorate General of Technical Development. D.G.3. & D. 
and the Ministry of Finance were represented. The Barter Com- 
mittee laid down that all sanctioned barters were to be supervised 
and their implementation watched by the S.T.C. and later on MMTC 
as the case might be. 

Guiding Principles 

5.3. The prime objective behind barterllink deals was to pro- 
vide a mechanism which would result in increased exports, parti- 
wlarly of commodities which were difficult to sell and to 
destinations in which India had not been able to get a foothold. 
Lifhe main consideration in permitting bartcx was additionality of 



exports, in the sense that in the absence of such special arrange 
ments exports of certain items and/or exports to certain destina- 
tions would not materialise. Such exports were sought to be en- 
couraged by linking the export to an import, normally equivalent 
in value, of commodities which, in any case, the country would 
have to import. Thus, the two essential elements in the barter 
transactions were "additionality of exports" and "essentiality of im- 
ports". The net result of barter transactions was to minimise the 
expenditure in free foreign exchange by establishing a link between 
exports and imports, the latter being contingent upon the generation 
of export earnings and limited to the quantum of foreign exchange 
so generated. It was claimed: "The barters/link deals supplement 
our other export promotion measures and have to be looked upcn 
a s  one element in a border strategy for the long term development 
of exports. In terms of total exports, they constitute a r e la t idy  
small proportion and in terms of the range of items imported or 
exported, their impact on total trade in imports and exports is only 
marginal." 

3.4. At the instance of the Sub-Committee, the Ministry of Com- 
merce had furnished detailed information shcwing the quantity and 
value of exports and imports etc. under the various Barter Agree- 
ments since 1957-58 to date vide Appendix XX. 

3.5. During the course of evidence the Sub-Committee desired 
b know : 

(a) How the commodities of barter i.e. for export and import 
were selected; 

(b) How the parties for these transactions were chosen; 

(c) How the prices of commodities selected for exports and 
imports were determined; and 

(d) How these barter deals were supervised. 

Commodities 

3.6. The Additional Secretary, Ministry of Commerce stated in 
evidence that there was no formal list of commodities of imports 
and exports under the barter deal for any year and "the items which 
are difficult to export are fairly known". In reply to a question, the 
Chairman, STC stated: "It is not possible to work out a single 
statement of policy or a set of information stating that these are 
the  items we will.allow for export and these are the items which we 
will allow for import. It is not at all practicable. Specific items 
are given in specific agreements." The Sub-Committee were also . 



informed that barter agreements were not entered into with corm- 
tries with whom bilateral agreements were in force. In some of the 
agreements 50 to 60 commodities of export and the same number fo'r 
itnpurt with specific valu6 were laid down. There were a few 
countries like Egypt and Tunisia where there were specific agree- 
ments for a limited exchange of commodities. Since 1958, it was 
known from precedents as to what items were regarded acceptable. 
At this, the Sub-Committee wanted to know what difference it would 
make to have a list since the things acceptable were known, the 
witness stated, '"what is in one's mind at one moment may not be 
known to any one". When any proposal for barter was brought 
folward it was first submitted to the Ministry of Commerce and then 
to the particular Ministry which administered the commodity and 
W y  to the Ministry of Finance. Without the approval of all the 
three Ministries, no proposal cmld be accepted or rejected. The 
Director MMTC inter alia stated that woollen worsted machinery 
stc were approved by a technical authority like Iron and Steel 
Controller in the case of steel and if it belonged to textile group, 
the  Textile Commissioner would approve it and in the case of dyes, 
the DGTD would approve them. Asked as to whether the Director 
was represented on the Barter Committee the Chairman S.T.C. 
stated that in the initial stages there was a barter committee not 
later. on there was no formal committee and since the three Minis- 
tries were involved, it was not necessary to have a formal com- 
mittee. As and when some new items came up and when an item 
was to be exchanged, from year to year, ad hoc informal committee 
meeting was called either in the Ministry of Finance, Commerce or 
the concerned Ministry and a decision was taken. 

3.7. In a 'Note on Barted furnished by the Ministry of Com- 
merce to the Subcommittee, it has been stated: "The list of Com- 
modities permissible for exports or imports has always been kept 
under continuous review." In the same note, illustrative list of 
items has been mentioned as under: 

For export: Manganese ore, ferro manganese, low grade 
bauxite, low grade chrome/chmme concentrates, ferro- 
silicon, dark gray barytes, and illemenite. 

For import:-Steel, non-ferrous metals and other industrial 
raw materials on which free foreign exchange was be- 
ing spent for import. 

3.8. The Sub-Committee are not happy to learn that leaving a 
.h items of ore, neither the MMTC nor the STC maintain any list 
4 aonunadftfes which orn be exported or imported under the 
za6(Aii) LS-4. va 



3.9. The SubCopmittee are gbql to ~bserve that in a subseclumt 
meetjqg (han ged  at the i p s ? , ~ c e  of the Ministry), the Secretpry, 
Ministry of Commqwe 4 p s  wyptive to the supsffan tbst a ljpt 
&'commodities acceptable for barter c ~ u l d  be prepared and arnesd- 
ed from tilpe to t e e .  

3.10. The SubXommittee find that the Scheme of barter whi* 
was evolved in 1958 with the purpose of importing more steel ann 
nltbptely ewnded fo p.rrq #e hmst af other items ,wentially 
nerdled in the country by eg~~~rt;ing ' items whiuh, wme 'qlf8cult to 
wIP still continues to be ip a nebulous state. 

3.11. During the course of evidence, the Sub-Committee desired 
to know whether there was any possibility fm interested people 
other than those who are already in touch with S T C / w C  to 
h o w  as to what was exported or imported under barter agree- 
*&s. The Chairman, STC stated, "there are certain items like 
iron ore, bauxite, which are known to public. Anybody can come 
a,n@ enquire whether he would be allowed to export such and such 
q-njities of these items." 



$13. UnCler the Wwhtriregrr where &ere b ne sgkm~dk  pm 
egdure of tatting periodic press aotes/eircuhus dving rdoquste 
faformation about the barteP deals, excepting those who ere already 
in the brttr WS or Wbltose who hnoe weem to oflkirl lmEwreby, 
the trading community in finera1 is denied the beneiit of getting 
infbrmatfeh PegaMUng the details of tbe different Bebemes of bPr- 
ter which are in operatlm or which are likely to be taken np or 
the comnHselities which am permitted for export/import under tbe 
barter arrangements. As it is, the initiative rests not with the 
Government but with each individual trader to approach the Gov- 
m m a t  to find out for himself whether a partfcular cornmodit9 
could be bartered. 

3.14. Since the objective a£ the Scheme is to export "difficult" 
items, it is all the more essential that the trading community is kept 
fully informed. The Sub-committee, therefore, strongly feel that 
the working of the present Scheme needs reorientation. They, 
therefore, suggest that the Ministry should devise ways and means 
by which all information pertaining to the barter transactions 
including the list of commodities are adequately paslicisod and are 
easily made available to those who want to take advantage of them. 

Parties 

3.16. As regards seleztion of parties, the Chairman, S.T.C. stated 
in evidence  hat in a barber agreement, the party was selected on 
,tihe basis of respectiblity, creditworthiness as certified by the bank- 
ers and also the capacity to carry through the deal. If a party was 
found to be competent they were allowed to enter a barter deal. 

3.16. In their note, the Ministry have stated that Barter proposals 
generally emanate from 4 categories of parties. 

1 
Parties, which are exporters of the items concerned but 
find it difficult to increase exports to particular destina- 
tions unless a link is established between exports and 
permissible imports; 
Parties, which are actual a e r s  or importers of the items 
concerned and who otherwise would not be in 'a position 
to import the commodity or import it in adequate quantity; 
'International trading houses, which are desirous of increas- 
ing their sales in India, but, in the context of the foreign 
exchange shortage, find that the only way to do this 1s 
through achepting a commitment to export Indian pro- 
ducts; and , 
Jndian q m r t  houses, who specialise in such trade. 



Firms who -are interested in putting up proposals for export of 
commodities which were otherwise difilcult to sell abroad by linking 
them up with inescapable and essential imports on a Barter basis ' 

are required to contact the State Trading Corporation or the Mine- 
rals and Metals Trading Corporation or the Ministry of Commerce. 
The Sub-Committee are informed that not more than one in ten or 
twenty inquiries/proposals has been found acceptable or approved 
and the rest of the inquiries/proposals have to be rejected. 

3.17. The Sub-Committee feel concerned 'to note that more than 
90 per cent of the proposals have to be rejected for some reason or 
the other. This only indicates that Government's policy in regard to 
barter deals is not fully known to the trading community in geneml 
resulting in a lot of infructuous eftort by the parties concerned. 

3.18. During evidence on the 22nd February, 1%6, the Secretary, 
Ministry of Commerce had also deposed that there was liaison with 
the Ministry of Iron and Steel and they would not deal with any 
party which was put on the black-list by the Ministry of Iron and 
Steel during the period the party was on such black-list. But it a p  
peared from Serial Nos. 5, 15, 36, 9, 16, 25 and 39, of Statement 111 
of Appendix XX that the Ministry of Commerce had dealt with 
parties which were on the black-list. 

3.19. The Sub-Committee are unable to understand how the Min- 
istry continued to place orders on firms (Vide Serhf Nos. 5, 9. 15. 16, 
25, 36 and 39 of Statement In of Appendix XX) which were blsck- 
listed. They feel that this could happen because of lack of ca-ordi- 
nation and it indicates to say the least, some negligence on the rart  
of the officials concerned. They would, therefore, urge that these 
cases should be thoroughly investigated and the persons found guilty 
should be suitably dealt with. They would also like that on tbe basis 
of such investigations adequate steps should be taken to -iighten up 
the official procedure so as to make recurrence of such cases impos- 
sible. 

3.20. The Sub-Committee wanted to know whether there were 
financial ceilings prescribed for different parties for these barter 
deals or whether a party could enter into barter commitments of 
any value without any limit. First, it was stated in evidence that 
there was no such limit. Later on, however, in the next meeting 
the Chairman, M.M.T.O. stated that there was a limit for each party. 
Then the Sub-Committee referred to Serial Nos. 1, 6(A), 6(B), and 
8 of Statement VI of Appendix XX relating to a firm in Bombay and 
pointed out that there .were 4 contracts and the party was expected 
to export Rs. 2f lakhs, Rs. 160 lakhs, Rs. 710 lakhs and Rs. 30 lakhs 



respectively or Rs. 915 lakhs in total. Out of two contracts worth 
Rs. 8.60 crores [Serial Nos. 6(A) and 6(B)] this party had exported 
goods worth only Rs. 2 crores and 86 lakhs so far. The Sub-Com- 
mittee desired to know whether the party would be able to complete 
the commitment in time. The Director, M.M.T.C., stated that this 
was a very big party and the export was to be made to Switzerland 
and the deal was between an Indian firm and a Swiss firm. The 
witness added "we have now made arrangements with them that 
Manganese ore will be exported by us (i.e. M.M.T.C.) and for any 
loss suffered we will get 25 per cent more value so that we may not 
suffer any loss." 

3.21. From a note furnished by M.M.T.C., the Sub-Committee 
learnt that the total export obligation of this firm in respect of Man- 
ganese ore under the two deals i.e. 6 (A) and 6 (B) was Rs. 3. I crores 
and the Corporation took over the export obligation to the extent 
of Rs. 2.6 crores which remained unfulfilled as on 31st December, 
1964. 

3.22. The Sub-committee find that out of the 2 contracts worth 
.Rs. 8-60 crores entered iato with the Anri, the party could export 
goods worth only Rs. 2.86 cmres during a period of 2 years and that 
the validity period is only upto 31st December, 1 W .  They have now 
been informed that the party has asked for extension of the validity 
period upto September, 1967. k o m  the trend of performance upto 
date, the Sub-Committee doubt whether the export obligation under 
this barter deal would be f u m e d  even by the extended date viz. 
September, 1967. The Sub-Committee are of the view that at the 
time of accepting a barter deal, the capacity of the party concerned 
to fulfil the export obligation should be properly assessed. 

3.23. They also feel concerned to learn that a substantial part of 
the export obligation of .the party in respect of manganese ore was 
taken over by the M.M.T.C. for which the party was required to pay 
25 per cent more value. The Chairman, M.M.T.C. explained that this 
was because of the policy decidion taken subsequently that the export 
of manganese ore should be taken over by M.M.T.C. after December, 
1964. Even so, the Sub-Committee are of the view that the export 
obligations under barter deals must invariably be fulfilled by the 
party concerned. They hope that such cases will not recur. 

Prices 

3.24. In regard .to Axation of prices of commodities intended for 
export, the Chairman, S.T.C. stated "under these schemes it is not 
necessary or usual to ask the bartering party to quote the price at  



which he will export a particalm aommsdity. Before entering rnto 
an agreement we do not eall upsn the party to quote the price&" 
He added that since the e o n t w t  was ent~red into by the bartwing 
party with a particular seller in a country, t h t  emtract was ~ e g b  
tered with S.T.C. indicating the quantity, prfce and the % o w  foreign 
exchange it  would geneak. Asked if m y  cheek was mc~miseel iFn 
Axing the import prices the witness stated: "We do BI& fix the priees; 
but we do see that the prices are reasonably competitive." He added 
that in respect of commodities where it was possible to have a pre- 
determined price, the S.T.C. would actuaUy Ax it and the p&%y was 
tied down .to the fixed price which was incorporated in the agree- 
ment. In some contracts it was not possible to fix the pre-determin- 
ed prices aqd in such cases when the contract was placed, "we go by 
international quotations if they are availablk." IF the S.T.C. had any 
data for comparison, the price was compared. References were alsb 
qade to technical Directorates who scrutinised the price not only by 
comparison with the international quotations but ako by the Tech- 

' 
nical Department concerned and "we also have a general knowledge 
ap to the prices at which things get imported." 

3.25. !l%e Sub-Committee desired to know how the S.T.C. coda 
investigate ineto a case where through a sale in foreign marlfet one 
earned Rs. 10,000 but deposed that he had earned only Rs. 5000. The 
witness stated "Every contract under which foreign exchange is 
generated, is registered and when it is registered we Earn sufflcimt 
information, and if I may say so, sufficient knowledge to  be able tb 
say that the price at which the exports can take place is fairly rea- 
sonable." Moreover, they had publications which quoted p r i m  of 
commodities like jute etc., from day to day. 

388. 'Pha Shb-Qomnittee h d  tr- h i a l  Ncw. 2, 9, 11 and. 19 of 
Star4ermmt I 04 Appendix XX that the price, quantity and quality of 
miwt.,qurrted therein atei n& consi&ent, For* insknce in Serial No. 2 
the, party was salbpdaadp te expert. 28,00,000 Ibs. of Mica for 
Ibs. 38#0,060. Artaaliy, hewever, the quantity exported was 9,fE1,672 
lb .  a d  the ammart of foaeisjn exchange earned was Its. 38J1.532. 
'Pbey obaem tlat~cds, 64 aad 8 thereof & not tally with eaoh other 

art n o b ~ c ~ ~ l b V b y  the argument advanced during evidenae 
that it was batam of the wide v a r i ~ o n  im the quality of mica. 

3.27. In regard lo the fixation of import prices, the Chairman, 
S.T.C. had stated during evidence: "We do not fix the prices; but 
we do see that the prices are r c . ~ ~ n d A p  cmqmf!lttve.. . . . .Wb also 
have a general kmwledge ss ta t W p r i c a 4  wUhf&imgs lQaC inrppr(r 
ed" The 3~b-Cammittee ware, h m m ,  inf~lrlllad by. the- Cllwir* 



n b j  M.11prslt.& &At' &eP the MH& deb1 1t.s a##r&&d' &tf tb$, 
MtM d W t  ' id&&#," d' d*itilfr bdWr c&ntrWt ' obfifr ' eht&ktkd iiitb, 
Mdeh sti$aWd rthb q&&it$, q(YM&tf &$n-i&'bf1'th&" biBA&etl co&- 
modities. This ena~~~l'thd'nmCr.~.C?. to & & k t & ' &  che'eli oWr 
the value of imports and exports involved in the barter deals. The 
WW!dMlh&; hbe664.4eK &id" t&it4tfiiiri5 is no suih syst& obtaining 
nk t W  s.$%C): hi tHE8 chM op jhe '  oi* t&icco, the ~h'ainikn, 
S%*tS'. stlit&?? '*& di6htilSri oJ& th& val& ahd' not' the q&ditY 
either in the exporter's cont&t4 ~ 6 t h - i i  oT the i~&ine'iiatikn 
column". The Sub-committee feel that unless the quantity and 
quality of the goods to be exported and impoided 'are also mentioned 
in the  coatratt, them is sedp'e fok the Mtib to' gHot unidaded 
k f i t  by the ra9nipulatiah~ of prices:. Threy art, therClor&, of the 
view that 6 the practice fdkrwed by M.M.T:C. shbuMeal$ir k Lt)a;i8'&- 
ed by  S.'I'X=. 

3.28: T h k  Sub-Comtnittee desffed to l i r r o ~  Whether there was any 
m e h i n e w  in M.M.T.C. an'd 'S.T.C. to s@&td~e that the barter deals 
me"fttffilf&d akdrdh'g to the bartef agrkel-rieiib viz., thk goods 
were exported and im 'mei3  accord2)ig to th'e t e h s  of contract and 
specifications laid down and whether any physical inspection was 
done at any stage either at  the port or at  the loading or unloading 
points. The Chairman, M.M.T.c. stated that the Corporation had 
reqional offices in port towns and they supervised the grades of ores 
a d  kept the Corporation fully informed according to each shipments 
and it was tallied an& checked up with the destination results when 
they were received. Five per cent payment was withheld for destina- 
tion results which could be realised by the parties when the final 
report of the destination analysis was received. This npplied to all 
ore items and the check was exercised in all He added that 
when a barter was negotiated with a p r h ' e  party the Corporation 
became the exporters/importers on behalf of the party and it was 
their direct responsibility to see that every thing was according to 
the terms of the contract. T',l iurther added that the  Ministry of 
Commerce had akb instifu:ed a preshipmeht control on all expcrtable 
of&?? ahd this wa.9 in addffioh' t b  wh8: was done by the Corporat~on. 
Asked whether the pro&d\lre obtAining in S.T.C. was similar, the 
ChBihA19, S.T.C. sthted "Th&e is no physical control." 

3.H. T h e - S u ~ t s r r ~ m ~ s ~ ~ @ t & ~ n t ) ~  thCt whde M.M T.C. 
lrdfe rahsid(sntWit*ciesif"alStc, add hbv~'.int$&Mc~@&~iiht& chkcks td 
4mke thhbdw'cant+&f'ed 'exp'd&d ~ f ~ & ~ ' s y s t i . m  of bdtar 
strictlyc cdddm tci thwttsh$'of the a#&i~etit, t h  !S.l'.t., n shtdir 



organisation, have no such system. The Sub-committee conside? 
this to be anamalous. It is not quite understandable haw ihe S.T.C, 
in the absence of any such machinery exercise any control on the 
quality of the goods exported under a barter. 

3.30. The Sub-committee suggest that Government should c o d -  
der the question of introducing a proper system of chocks by the 
S.T.C. regarding the specifications etc. of the bartered commodities 
on the s a d  lines as by the M.M.T.C. 

Essentiality of Imports 

3.31. As regards Serial Nos. 35 to 39 of Statement I1 of Appendix 
. . . . dealing with export of sugar for import of staple fibre, the Sub- 
Committee desired to know how and on what basis a party was sel- 
ected and why such a high priority was given for the import of staple 
fibre, art silk etc. in exchange of sugar. The Chairman, S.T.C. stat- 
ed that in an item like export of sugar where international m a r k 6  
ing was involved on a large scale, the party was selected from a list 
of firms of international repute. In 1962, as a large quantity of sugar 
was available, anyone who was in a position to export sugar at a 
price fixed by the S.T.C. was allowed to export. 

3.32. At the instance of the Sub-Committee, the Chairman, S.T.C. 
agreed to furnish detailed notes on Serial Nos. 35-39 of Statement 
I1 of ~ppendix '  XX relating to Barter Deals regarding sugar. The 
information has been furnished and is at Appendix XXI.. 

3.33. From the statement at Appendix XXI the Sub-Committee 
find that in 1962 the Government had considered the import of staple 
fibre as an essential item against exports of sugar and consequently 
five firms were permitted to enter into barter deals. The price of 
staple fibre was the prevailing international price and sugar was 
exported at a fixed price, the difference between this fixed price and 
the internal price was to be shared by Government and the Indian 
Sugar Mills Association in a predetermined proportion. 

3.34. The Sub-Committee regret to observe that while the nde 
in question gave details about the deals no information/explanation 
has been given as to why high priority was given for the import of 
staple fibre except stating "Government had considered tbe import 
of staple fibre as an essential item against the exports of Indian 
sugar." The Sub-Committee feel that the import of staplo fibre is 
not strictly consistent with one of the guiding prindpbs for the 
barter deals viz., "essentiality of imports" and by importing staph 
fibre in a barter deal the Ministry have violatd this principle. 



3.35. Moreover, it should be remembered that the export price of 
sugar (to be sole in the international market) is in the neighbour- 
hood of Rs. 50 a bag whereas its internal controlled price is in the 
neighbowhood of Rs. 120 to Rs. 130 a bag. So in view of the fact 
that sugar is being highly subsidised for export, care should be taken 
hy the Ministry of Commerce that commodities like staple fibre etc. - 
are not imported in lieu thereof. The Sub-Committee would also 
like to impress upon the Ministry that they should be more strict in 
adhering to the twin principles of the barter deals viz., essentiality 
of imports and additionality of exports. In this connection attention 
is invited to the observation of the Sub-Committee made in para 1.38 
of this Report. 

3.36. Regarding Serial Nos. 4 and 5 of Statement VI of Appendix 
XX the Sub-Committee were informed that the import licence was 
issued to Commonwealth Synthetics, Ludhiana at the instance of the 
Government of India. As per the cases referred to at Serial Nos. 4 
and 5 of Statement VI of Appendix XX Sub-committee find from the 
answer given to Starred Question No. 296 on 18th November, 1965 
in Rajya Sabha that in 1963 the S.T.C. entered into two separate 
agreements with the two firms for the import of nylon tow of Rs. 25 
lakhs each under water arrangements against Manganese Ore of 
equivalent value to meet defence requirements anticipated at that 
time. However, by the time the imports under these arrangements 
materialised, the large defence demands, which arose after the Chinese 
aggression in 1962, got reduced to some extent and it was found that 
the nylon tows were no longer required in defence production. Ac- 
cordingly the imported raw materials were released for civilian con- 
sumption on conditions that it should be processed only by certain 
mills and distributed according to the direction of the Textile Com- 
missioner and lastly that there should be price control. When this 
was released for civilian use, it was found that the parties to whom 
they were allotted were not lifting them and therefore, Government 
did not impose any price control because by that time competition 
had set in and the price of the imported stuff was slightly more than 
the material available in the country. It was also stated that it was 
not possible for the firms to make large profits because of the fall 
in price. 

3.37. The Sub-Committee feel that the conditions which were laid 
down at  the time of releasing the nylon tows for civilian use were 
rather unusual. Since the question of conversion of nylon tows into 
tops for defence production was no longer there, it is not quite under- 
standable why it was laid down that these should be processed by 
only certain mills, though under the direction of the Textile Commis- 



3.38; The SmbCornlmitW a m  note fmm Serial Nos. 5, 6 and 14 
and; Serial Na 1 i (page 7) of Statement Nb. IE {of Appendix ;rLX <thet 
watches, art silk yarn and pap& were inlported in 'lieu of publicity 
material: juM* goods, textile maohinery and rnmgalnese. ore respec- 
dlvely. 

Quantum of Imports 

3.40. Explaining the case m Serial Nb. 2 of S&tefnent In-of A p  
pendix XX where against an export of Rs. 30.42' lakhs, th& import 
licence given was Rs. 37.59 lakhs, the Director W.M.T.C.' stdted -tHht 
all the licences were endorsed by the C. C. I. & E: who on informa- 
tion given by the M.M.T.C. certified that so much foreign exchiin$& 
had been earned and only upto that extent licences Were operatibe 
viz. if the value of shipment effected was Rs. 30 lakhs then out of 
Rs. 37 lakhs the operative portion would be I&. 30 1akhs.and there 
was a condition specified on the fonn of agreement to this e S c t .  

3.41. Shce,  accordi&g to.evidendq the inrpsft litmiccls are opefa;, 
tive only ta the extent td whl& a patty - e m  ' fWgnl  exchange; the 
Sub-CornmMee fail to undetstanid ,he* th6 ppffsiBil@ of islhling 
'import licences in excess of the atnmnt (of shipmenha eftectd by a 
pa-rty could exist. TheyrvrtouId; thefef(117t; sagCfCW thftt ithe Mihistry 
shbald cmsider whefher the preSeHC ptrfctfc6 c&d btVrep1aced by 
a sys :em where the imp& licehces. a*& issueda bn94 ta1th@'exten1 of * 

foreign exchange earned and the element of unreality which i.i inhe: 
rent in the present sysbm is removed. 

3.42. The Sub-CommitWe hop& tfilt 'bdtfi thb ,Cor$brat%h 'en!&*' 
that the C.I.F. value of imports d&$ n&'f 'ufi$~r any cWkWt$rlres 
exeeed the F.o.B.' value of ex@f s Y r i  Ah$ b&ib"di%t' A A , ~  m'dtt&'* 
of k t ,  thk SLb-Committee wouI'&'lil&"fh% Mhiw tb &dhf\lt!'%~4&-' 
$her it  would 5e  ad"isab1d to'fii;: c . I . ~  vhlu%-- &' iwiktk' sIf#d@ 



(sib$+- %I 'm mt) W W.F.DS; atrwaf*  c~qb* under 
every barter deal, so that each barter deal may gpwm&v some free 
forejgn exchange for the country. 

3.43. Ihrftqg, tHc caum of e v P ~ ~  it waa stated that some 
difficult items of export w r e  dubbed witN e&&y and traditional items 
to make the export package an attractive one. The representative of 
the Ministry a d d d  that aft& some m i a c e ;  the Mihistry came to 
the conclusion that in practically all barter transactions some ele- 
ment of traditionality should be present, as a 'sweetening agent' or 
'a cushion'. This kind of commodity, for instance, tea or jute goods 
could be included but never exceeding 20 or 25 per cent. 

3.44. From the statement I1 of Appendkx XX the Sub-committee 
find that in a number of barter deals, the items of export consisted 
of 'sweetening agents' or 'cushions' only (e.g. jute goods, jute bags, 
tobacco etc.). While the Sub-Committee agree to the principle that 
a small proportion of exports may consist of traditional items, to 
make a barter deal attractice, they are of the view that the larger 
principle of additionality of exports should be observed to a greater 
degree than has been the practice so far. 

Conclusions 

3.45. In the light of the detailed examination of the barter deals, 
mainly from the point of export promotion, the Sub-Committee would 
like to make the follewing suggestions:- 

(a) There should be a clear formulation of the policy in regard 
to the acceptance of barter proposals and this should he 
made widely known to the public. 

(b) The healthy principle of additionality of exports and es- 
sentiality of imports should be adhered to as far as possi- 
ble. 

(c) List of items acceptable for Imports and Exports for barter 
deals should be determined and announced each time \vith 
the Import Policy (six monthly). 

(d) Quantity, quality and price of items to be imported/ex- 
ported should he clearly stipulated in each barter contract 
to avoid the possibility of their manipulation to get unin- 
tended benefits. 

(e) S.T.C. and M.M.T.C. should have proper and adequate 
machinery to know the prevailing internal and interrutio 
nal prices of commodities, 



(f) Suitable monetery limit should be fixed far eaeh barter 
contract; , 

(g) C.I.F. 'value of imports should be 20 per cent lower than 
the F.O.B. value of exports in a barter deal, to generate 
free foreign exchange for the country. 

(h) In every barter deal, export should precede import. ' 



hiniitry of Iroa & Steel 
CHAPTER IV-BARTER. DEALS WITH BY IRON & STEEL 

CONTROLLER 
Cases in which Bank-guarantee amounts due to Government 

wme not forfeited 
Introductory 

4.1. In Chapters I to I11 of this Report, the Sub-Committee have 
dealt with in detail the cases where certain bond amounts due to 
Government were not forfeited in the case of Ministry of Commerce. 
The Sub-Committee also came across a few cases in which the Iron 
&.Steel, Controller had not forfeited bond amounts (bank-guarantees) 
amounting to over Rs. 51 lakhs due to Government. The Bank- 
guarantees had been taken by him from certain parties in pursuance 
of the barter deals entered into with them in 1960 for export of semi- 
finished steel and import of finished steel. The Sub-committee exa- 
mined interstiu this failure to forfeit the bank-guarantees and the 
various points arising out of this examination are dealt with below: 

Genesis of the Cases 
4.2. In a written reply furnished to the Sub-committee, the Minis- 

try of Iron & Steel stated that in the latter half of 1959, due to t ime  
lag between the commissioning of open hearth furnaces and the 
commissioning of Blooming and Slabbing mills of the Hindustan 
Steel Plants, semis (i.e. ingots, slabs and billets) were available as 
surplus because the rolling mills were not ready. In August, 1959 
the Iron & Steel Controller forwarded to the Ministry a proposal 
received by him for the export of semis and import of finished steel 
from M/s Amin Chand Payarelal for advice. The Ministry were also 
receiving similar requests from certain other parties during the period 
August to October, 1959. Hindustan Steel was requested by Govern- 
ment to explore whether these exports might be allowed. There 
was also a reference from the Iron & Steel Controller received in 
November, 1959, asking for a clear-cut policy that should be followed 
in respect of barter deals. The matter was considered in consultation 
with the Ministry of Finance and a decision was conveyed to the Iron 
% Steel Controller on 141-1960 (vide copy of letter at Appmu3i.r 
XXII). By this letter the then Ministry of Steel, Mhes and Fuel, 
Department of Iron & Steel (now Ministry of Iron & Stecl) agreed 
to the export of 2 lakhs tons of ingots and slabs and 50,000 tons of 
billets on barter basis for imports of essential steel items. This em- 
powered the Iron & Steel Controller to approve the barter deals 
involving export of semis and import of finished steel. 



4.3. In February, 1960, the Department of Iron & Steel in eonsulta- 
tion with the Ministry of Finance (copy of letter dated 2-2-1960 at 
.Uppendia: XXIII) permitbed the.Iron &'Steel Cbntrollrer tockrue pre- 
import licences where delay in exp~r4s was anticipated for reasons 
sabsfactory .to r him, subjwt to certain other conditions, including 
production of an irrewcdde letter of credit for exports or as an 
alternative irrevocable bank guarantee equivalent to 15 per cent of 
the value of import licence for the due fulfilment of export obliga- 
tion. It was to be made elear to the exporters that the guarantee 
would be forfeited in rase of failure to earn the foreign ermhange by 
export, whatever be the reason therefor. It was also to beamade clear 
to the exporters that in case of failure to earn the foreign exehange 
by export, the Iron & Steel Controller would have no further dealings 
with them. The guarantee would be releasable on actual export of 
the full quantity contracted for. Further, import licence was to be 
issued only in cases where a firm contract for exports existed. 

4.4. Accordingly the Iron & Steel Controller entered into barter 
deals in 1960 with the following six parties* (among others), for 
the export of semis and import of steel equivalent to the value 
of foreign exchange earned. The table below gives the details of 
these cases: - 

Name of the Party Expected Value of Value of Rankgua- 
value of exports pre-imports rantee 
exports actually made taken but 

made not for- 
feited. - - -- - 

(Rupees in lakhs) 
I. M/S.Aruin Chand 

Payarelal, Calcutta 189.14 129.51 189.31 28-37 
2. MIS. Ram Krishan 

Kulwant Rai, Calcutta 121 -61 19.73 118-20 15-15 
3. .MIS. Khcm Chand Jiaj 

Kumar, Calcutta 23'93 7-33** 20.46 2-67 
4. MIS. J.S. Cohen & Co., 

Calcutta. . . . 33.12 3-00 33-16 5-05 
5. MIS. Surrenders Over- 

seas (P) Ltd., C&utta.* 38-00 17.85 43-33 Nil. 
6. MIS. Apeejay (P) Ltd., 

Calcutta . . 86-41 78.19 (Details awaited)- 

TOTAL - , 492.21 255.61 ,404'46 51-t4*** 
*Barter deals with Surrendra Overseas concludkd by 'H.S.L. with the 

approval of the Department of Iron & Steel. 
**Iocludes adjustment of fareign exchange of Rs. k$B l a b  earned 

against e w w t  of scrap and fi&hed steel 9s indicated Iby the .Mtsiatsg. 
+*  +Does not include figures regarding ~ ~ e e j a y  (PI Ltd. as information ia 

awaited from the Ministry. 



1. ~40~s in earnings of Foreign Exchange. 

Exports took place only to the extent of Rs. 255.61 lakhs as against 
the expected exports of Rs. 492-21 lakhs. There was thus a shortfall 
in earnings of foreign exchange to the extent of Rs. 236.60 lakhs im. 
the difference between the expected value of exports & the actual 
exports. Imparts toak place to the extent of Rs. 404.45 lakhs. 

2. Loss to Public Exchequer 

~ank-guarantees amounting to Rs. 51.24 lakhs have not been 
forfeited despite failure of the parties to fulfil their export obliga- 
tions. 

3. H. S. L's Claim 

Besides the above, claims of 1T.S.L. against 4 of the above parties 
(viz. M/s. Amin Chand Payarelal; Ram Krishan Kulwant EM; 
Surrendra Overseas Pvt. Ltd. and Appejay Pvt. Ltd.) for non- 
acceptance of the deliveries of the materials etc., amount to about 
Rs. 61 lakhs and these cases are under court proceedings/arbitration. 

Selection of Parties 
4.6. In the Ministry's. letter of 14th January, 1960 referred to  

above, it was inter-alia indicated to the Iron & Steel .Controller 
that (a) "In regard to export on barter, the best way to handle 
things will be for you to get the offers first. These offers will 
naturally indicate the prices for ingots and for steel to be imported. 
You might decide the steel prices first and get the concurrence of 
Hindustan Steel to the prices of the export items." 

(b) "You could also indicate to a few select firms the procedure 
outlined above." 

4.7. ?he Sub-committee enquired as to whether any tenders were 
issued before entering into these barter deals and how the offers 
were first initiated, i.e. whether they were initiated by the parties. 
Rbe Secretary of the Ministry stated during evidence that the pro- 
d u r e  regarding the export of slabs and ingots in 1960 had been 
described in the Ministry's D.O. letter dated 141-1960 (Appendk 
XXII). He added "apparently, at that time it was decided that open 
tendm w.as not necessary." Continuing further he said "it was a com- 
mon hrrw)ledge at that time that Hindwstan Steel had a certain 
*amgW of surp3~s ingod, biilets'and slabs for sale. Therefore, it 
i ~ f , t h @  fiPbl;UP who. approached us." The tran-11s were approved 



:provided the prices and other conditions were reasonable and provid- 
ed further the parties had a contract with Hindustan Steel. The GOV- 
4ernrnent were approached by certain parties and those who had 
apecialised sales knowledge in exports and imports of steel were 
selected and deals were entered into with them. The proposal from 
MIS. Arnin Chand Payarelal for barter deals was received in August, 
1959. 

4.8. Asked if in 1959 they could examine the credentials of the 
parties i.e. their performance in export of steel and requisite special 
knowledge as no party at that time had any experience of exports 
*of steel, the witness stated "except that the Steel Controller was 
perfectly well aware of what Arms were dealing in steel. . . . . . . . he 
knew who were the main firms handling steel." 

4.9. The Sub-Committee pointed out that the oAace of the Iron and 
'Steel Controller also knew that many of the firms in this group be- 
longed to one party alone and in view of that the Steel Controiler 
:should have settled the prices and other conditions. The witBess 
stated "I think the Steel Controller was also guided by the letter 
from the Ministry that certain firms should be contacted." 

4.10. On being pointed out that the system of tender was in vogue 
in respect of imports of steel and how could they dispense with it for 
(exports, he stated that "so far as import is concerned, C~vernment 
funds were directly involved. . . . . . . . There was no direct involve- 
ment of Government funds in export." When pointed out that Gov- 
ernment involvement was no less in a barter deal than in straight. 
transaction of imports, he stated "Most barter transactions are usual- 
ly  carried out at the instance of parties. We don't g~ about inviting 
-open tenders for barters. I have not heard of op2n tenders being 
invited for barter deals. Usually the prices quoted by the parties 
are checked. If the prices are right, we agree to the transaction, 
-otherwise not." 

4.11. !fk Sub-committee enquired if atleast public notice was 
given that Government would be allowing exports of seml-finished 
steel against import of finiShed steel. The Secretary of the Ministry 
stated "This was a public knowledge at that time. I cannot say that 
public notice was issued dt that time. It was a public knowledge 
that H.S.L. had snrplus ingots, blooms and slabs because their rolling 
mills were not rezdy." He further added "The fact remains that no 
public notice was issued. At that time anybody in the steel trade 
was  welcome to oome and he would know about the facts." When 



pointed out that in view of the .past history of thm firms, they 
should have been careful in accepting their offers, the witness stated 
"I should think so!' 

4.12. Asked whether the biggest transactions were entered into 
with M/s. Amin Chand Payarelal group of firms, he replied in the 
affirmative and stated that their share, which was 9 per cent in im- 
ports and 12 per cent in exports of steel in 1959 increased to 59 per 
cent and 60 per cent respectively in 1960. 

4.13. Asked what the intention was behind the instructions issued 
by the Secretary of the Ministry to the Steel Controller in January, 
1960 that "you could also indicate to a few select firms the procedure 
'outlined above", the witness stated that "no special reasons have 
been recorded on the file. In steel business there were only about 
half a dozen important firms. He probably meant that these im- 
portant firms will deal with large quantities of steel." When pointed 
out that this must be applicable to all important firms and not to "a 
few select firms", he stated that "the Steel Controller won't select 
the least important firms. That was not the idea." 

4.14. The Sub-Committee are unable to appreciate the manner in 
which the selection of parties was made by the Iron and Steel Con- 
troller in 1968 for these barter deals. At that time none of the par- 
ties had any mature experience of export of steel. Most of the par- 
ties selected were such against whom Government were obliged to 
take action at one time or the other. The Sub-Committee are not 
convinced with the argument given by the witness that there was no 
direct involvement of the Government funds in exports connected 
with these deals. The Sub-Committee feel that the Government in- 
volvement in these barter deals was no less than in a straight tran- 
saction of import of steel, especially when these deals were entered 
into after the decision to grant pra-import licences was taken. An- 
ather disquieting feature of this.case is that neither any tenders were 
issued nor any public notice was given before these deals were con- 
cluded by the Iron and Steel Controller. Even the procedure des- 
cribed in the Ministry's letter dated 14th January, 1960 was to be 
indicated to "a few select firms" The Sub-Committee feel that the 
system of tenders which was already in vogue in the case of imports 
4 steel, should have also been followed in :hem barter deals. NOB- 
invitation ob tenders thus deprived Government of the bensat 
of competitive terms and conditions. 
225(Aii) LS--5. 



Deals concluded without adequate for+hought and Planning 
(a) No prior approval of Hindustan Steel Ltd. sought: 

4.15. It was indicated in the Ministry's letter of 141-1960 that the 
Finance Ministry had agreed to the exports of 2 lakhs tons of ingots1 
slabs and 50,000 tons of billets on barter basis. 

4.16. The Iron & Steel Controller, however, fimlised deals for a 
total export quantity of over 3.74 lakhs tonnes of semis during the 
period January to May, 1960 withaut prim consultation with Hindus- 
tan Steel Ltd. or reference to the Ministry. Formal sanctions were 
issued by him to the parties in a standard letter form devised in 
January, 1960 for the purpose (Appendix XXIV) . This letter jndicat- 
ed the quantity of semis to be exported; quantity of steel to be im- 
ported & prices thereof. It further provided that the concerned 
party should negotiate the price and delivery of exportable item5 
with H.S.L. It also stipulated that ercports would normally have to 
precede import of steel in exchange. Proposals for pre-~mport of 
steel might also be considered if satisfactory irrevocable letters of' 
credit for exports were produced and suitable bank guarantees were 
hrnished. 

4.17. When copies of letters approving these transactions came 
to the Ministry, they were simply surprised and on 24th February, 
1.960, the Secretary of the Ministry wrote to the Iron & Steel Corrtrol- 
ler saying interalia (vide Appendix XXV) that: 

"I find that in the following deals you have also approved the 
import of steel items.. . . . . . . The points now arise are (i) 
how many of these deals are likely to materialise; (ii) 
what are the delivery dates agreed to by Hindustan Steel 
and whether they can be fulfilled by them; and (iii) is 
there any provision in the contracts to Hindustan Steel for 
cancellation of the deals. I say this because wrima-facie 
it seems to me that many of these offers are speculative 
and by having accepted them, we would have merely sold. 
on paper and tied ourselves up. I would, therefore, be  
glad if you could send for the Hindustan Steel representa- 
tive in Calcutta, discuss each case individually and let me 
have a complete picture. Until this is done, I think we 
should not enter into more commitments." 

4.18. On 26th February, 1960, the Iron & Steel Controller replied 
+4ppenclCar XXVI? to the Secretary of the Ministry to the effect that 
&& an. told by a r-tive of RSL that dam the quatlad 



of specifications of exportable items was still to be finalised by mutual 
agreement, these offers were still open and there would be ne +ill- 
culty in his (H.S.L. representative) being able to reduce them where 
necessary to fit within the revised targets. 

4.19. Asked why in spite of these doubts, deals were finally con- 
cluded, the Secretary of the Ministry stated during evidence that 
"quite heavy cancellations (i.e. over 2.40 lakbs tonnes) were made 
after this letter. Subsequently, the actual quantities for which we 
issued import licences were quantities which were finally covered 
by export commitments entered into with H.S.L. (ie. 1.33 lakhs 
tonnes) . There was no other way. The H.S.L. will honour comrnit- 
ments if they had entered into export contracts." 

4.20. In. this connection the Sub-Committee also understood that 
while tendering evidence before the Committee on Public Undertak- 
ings on 18-1-1965 in connection with their examination of Rourkela 
steel Plant the Chief Sales Manager, H.S.L. had stated as follows 
in regard to these barter deals: 

"The reason is that letters came from the Iron & Steel Control- 
ler's organisation asking us to deal with these parties.. .. 
I would also like to submit that all along we have taken 
the view.. . . . . . . .  .since this point has been raised.. . . . .  
we were never in favour of barter deals. We were fully 
aware of the difficulties; in fact, we represented to the 
Iron & Steel Controller that we were not in favour. But 
we were asked to enter into this barter deal." 

4.21. The Sub-Committee pointed out that according to this evi- 
dence it was not only the Steel Controller's office but also the Minis- 
try which forced the H.S.L. to enter into these contracts and enquir- 
ed whether the H.S.L. had brought their difliculties tcj ;he notice of 
the Government. The Secretary of the Ministry stated during evi- 
dence that "I cannot find any letter from H.S.L. to the effect that they 
did not like to enter into the barter deals." The Chief Sales Manager, 

. . . . . . . . .  H.S.L., however, stated that ". discussions took placc at the 
level of the then Director-in-Charge of Sales and Finance and the 
representatives of the Government. ........... To the best of my 
knowledge we had submitted that there was less flexibility and there 
were certain difficulties.. .......... What we had said was that we 
would prefer cash deals in preference to barter deals.. .......... In 
substance what I have said is correct. But I cannot confirm whether 
it was put in the form of a letter or not." 



422. When pointed out that in these circumstances when H.S.L. 
was not in favour of these deals, entering into these transactions was 
not e,business deal but a deliberate action knowing fully well that 
they would not be able to fulfil it, the Secretary of the Ministry 
etated that "I have no evidence to show that these barter deals were 
entered into in the teeth of opposition from the H.S.L. or they had 
represented that there were serious difficulties." He, however, agreed 
that since there was the question of pre-import licences involved in 
these deals, a certain extra care was required on their part to ensure 
that the exportable quantity and quality was available in time and 
that it  would be exported. 

4.23. It is surprising that the whole scheme of these hurter deals 
was conceived and approved by Government without the concurrence 

the Hindustan Stcel Ltd. Even efter doubts aroqe on 24th F c b  
ruary, 1960 in the mind of the then Secretary of the Ministry regard- 
ing the delivery of the exportable items, the office of the Iron and 
Steel Controller went on concluding the deals without prior consnl- 
tation with I1.S L. As the issue of prc-import licences was involved 
in these deals, it was necessary to ensure that the exportable 
material was available in time and that further it would be exercised. 
The Sub-Committee are constrained to ohserve that adequate fore- 
thought was not bestowed by Governmcnf before; approving the 
scheme of these barter deals and that views of H.S.L. were no: 
given the due consideration, they deserved. 

(b) Pre-imports Decision not sound: 

4.24. As stated earlier, the Department of Iron 8. Steel, in consul- 
tation with the Finance Ministry decided on 2nd Febrwary, 1960 b 
issue pre-import licences in cases where delay in exports was anti- 
cipated for reasons satisfactory to the Iron & Steel Controller. 

The Sub-Committee enquired as to whose idea ( i e .  whether of 
merchants or of the Ministry) it was to allow pre-import in anticipa- 
tion of export and what was the reference made to the Finance Minis- 

'try and agreed to by them in this regard. The Secretary of the Minis- 
try stated during evidence that "In May, 1959, the merchants started 
this in connection with export of ferrous scrap. The same sort of re- 
ference came in rcgard to pig-iron exports also. So far as I can see, 
in January (1960) the Ministry itself thought that if these two things 
were happening in relation to ferrous scrap and pig-iron there was 
all the more reason in case of steel for giving the pre-import licence 



............... ." It was also dated that in May, isare of prrc 
import licences was a g r e d  to in co~l~ultation with the Mqtistry d 
Finance in case of ferrous scrap. In November, 1959 the same war 
agreed to in case of exports of pig-iron. 

4.25. On his attention being drawn to a letter written by the office 
of the Iron & Steel Controller to M/s. Amin Chand Payarelal on 
17-2-62 (Appendix XXVII) according to which pre-import appeared 
to have been allowed at the special requests of the parties rather than 
in national interest, he stated that it was not so. The Sub-Committee 
drew the attention of the witness to the standard form of the let* 
(Appendix XXIV) which was issued to the parties by the Steel COD- 
troller from 29-1-60 onwards and which mentioned about giving p m  
import licences in certain circumstances. The Secretary statgd "It 

.......... says that exports will normally have to precede imports.. 
- Proposals for pre-imports may also be considered if satisfactory irre- 

vocable letters of credit for exports are produced and suitable bank- 
guarantees are furnished." Thereupon the Sub-Committee pointed 
out that if on 29-1-60 that was the policy, then what was the need for 
the Ministry to issue another letter on 2-2-60 to the Iron & Steel Con- 
troller laying down the policy regarding issue of pre-import licences. 
The witness stated "That was the normal procedure. When there was 
a barter deal, exporls must take place first. It was felt that for the 
reasons that I spult out  in that note that was recorded that ii  we wait- 
ed for that, then i t  would take a long time to complete the export. 
Therefore, the imported steel would arrive after the need for it had 
disappeared and when our own production has stsrted. Therefore, it 
was considered that the  general policy ought to be modified 'in case 
any party wish for that modification." The Sub-Committee pointed 
out that in case the needs of the country were urgent as stated by 
the Secretary, then the question of party's wishing any mod;3ication 
did not arise, as either the Government were giving pre-import 
licences in the  national interest or they were guided Ey the discre 
tion or the judgement of the parties. The Secretary of the Ministry 
stated ". . . . . . . . . . . . . . . . . . . . . . . . . . .  .When they (parties) came to 
know of this, all these parties did ask for pre-imports." Asked why 
they told the parties in the first instance on 29-1-60 regarding pre-irn- 
ports, he stated that "because we wanted the steel first." When point- 
ed out that in that case they could have the barter system on that 
basis and there was no need to go to the Finance Ministry, he stated 
that "it was felt that in those special circumstances that prevailed in 
1960, namely, we had a temporary surplus of billets; we had a s~rpius 
of slabs and ingots because 1.he steel making capacity had not c~trne 
up, it was felt that if we waited for the normal processes to come 



ta Ce. thg eqaW ta bt COillELPq&ed before any import c d d  take place, 
two $hi- which were both undesirable w a d  happen (i) the im- 
ported steel would arrive very late when the demand for it is pressing 
and (ii) it may arrive at a time when our own finishing facilities had 
been set up and the need for the steel would disappear. In those 
circumstances we approached the Ministry of Finance for relaxation 
of the oonnd procedure and the relaxation was agreed to by the 
Ministry of Finance." . . 

4.26. On be* pointed out that since the general need of steel im- 
ports was to continue in the country for quite some time, the argu- 
ment put before the Finance Ministry that unless they hurried up with 
the imports, the need therefor might disappear and the country's 
needs might sufEer was not a valid one, he stated that ''the Steel 
Ministry did not contemplate for a moment that by 1960 all imports 
cif steel would vanish. All that was meant was that certain varieties . 
~f steel which the Hindustan Steel were expected to produce in 1961 
were not being produced in 1960; the need for that would disappear.'' 

4.27. He, however, admitted that their main desire was to export 
the surplus semis and it was a clear understanding on the part of 
the Finance Ministry and the Department of Iron & Steel that im- 
ports wouN be allowed only to the extent to which foreign exchange 
would be generated by export of semis. For various reasons, pre- 
import licences were given and ultimately the parties failed to carry 
out the -+rt obligations-thereby the main purpose of the scheme 
was defeated and in that process the country had lost the Toreign 
exchange. 

4.28. In a written reply explaining the reasons for inclusion of 
condition of pre-import licences in their standard form devised on 
29.1.60, id., before issue of the Ministry's general instructions on 
2-2-60, it was stated by the Ministry that "It is most likely that some 
telnphonic intimatian was given to the Steel Controller before find 
letter of 2.2.60 was issued. No written record of any discussion, 
howver, could be traced." Askcd why a record of that was not avai- 
lable either at the receiving end or at the despatching end, the Secre- 
tary of the Ministry stated "It is a fact that there was no record avei- 
lable.*' 

4.29. The Sub-committee also called for copies of actual referen- 
ces made by the Department of Iron & Steel to the Finance Ministry 
regarding grant of pre-import ljcences and their replies (Appendix 
XYVIIT) . They also had discmcion with the representative of Finance 
Min- in this regard. This revealed the following: 



~4.30. The Arst reference for allowirig pre-import w9s made by tha 
D e m e n t  of Iron & Steel to the Finance Ministry on 15th May, 
'1959 as & res'illt of a request from M/s. V.D. Swami and Co., with 
'whom the Steel ControlIer had entered into a barter deal for export 
6f ferrous scrap and import of steel. The Ministry of Fin- 
'(Department of Economic Affairs) recorded the following note on 
this Ale on 25-5-1959:- 

"We definitely prefer that exports should precede imports. Any 
urgent demand could be kt from the ceiling already allo- 
cated to the Iron & Steel Controller and it is open to him 
to import these requirements through this party and ensur- 
ing exports in due course. This will ultimately save the 
use of free resources." 

4.31. Thus, though the Finance Ministry definitely preferred that 
exports should precede imports and urged that any demand, if urgent, 
might be met from the Iron & Steel Controller's special quota, the 
Department of Iron and Steel did not clearly follow the views of 
Finance Ministry and inforned the Iron & Steel Controller as followa 
on 28.5.1859: 

"We agree that import may precede export provided the party 
is prepared to furnish a bank guarantee for 20% of the 
value of the deal. You may fix a reasonable time limit 
for export of scrap. Other cases where bank guarantee is 
provided may be treated in the same manner." 

(ii) Second reference 

4.32. The second reference to the Finance Ministry was made in 
January, I960 in which the general question of allowing pre-imports 
in respect of barter deals involving export of scrap, pig iron and semis 
was considered. On this file, the Ministry of Finance recorded the 
following note on 27-1-1960: 

"I understand from Deputy Secretary, Department of Iron & 
Steel that even though import of steel might precede the 
actual export of iron, etc., there would always be a firm 
contract for export which would be a condition precedent, 
apart from other conditions mentioned in Deputy Secre- 
tary's note. bdore any import licence is granted. 'I have 
mentioned this clarification to Additional Secretary ana 
we have no other comments." 



4.33. The representative of the Ministry of Finance deposed before 
the Sub-committee that by a 'firm export contract' as mentioned in 
their note, above they meant a contract with the foreign buyers. 

4.34. Though the Ministry of Finance intended that there should 
be a firm export contract with the foreign buyer before grant of any 
pre-import licence, the Department of Iron & Steel in transmitting 
their instructions to the Steel Controller on 2-2-60, (Appendix XXIII) 
laid down that "Import licence should be issued only in cases where 
a firm contract for export exists." This was interpreted by the office 
of the Iron & Steel Controller to mean a mere sales contract with 
Hindustan Steel Ltd., rather than a contract with the foreign buyer. 
The Secretary of the Ministry admitted during evidence that they 
did not "seem to have translated the instructions of the Economic 
Affairs Department in clear, unambiguous terms." When pointed 
out that it meant watering down the instructions of the Finance 
Ministry, he stated "it was not watering down; it was a question of 
not translating it in unambiguous terms. Watering down is deli- 
berate; this was not deliberate." He, however, agreed that even 
though it was not del:berate, it did mezn watering down the 
instructiorls of Ministry of Finance. 

4.35. The Sub-Committee regret to observe that the whole case 
regarding grant of pre-import licences makes a very unhappy read- 
ing. The idea of granting pre-import licences was initiated first of 
a11 by merchants in May, 1959 in the case of exports of ferrous scrap 
and a similar reference came to the Department of Iron and Steel in 
September, 1959. Tbe Department of Iron and Steel allowed pre- 
imports in that case in May, 1959 after consulting the Ministry of 
Finance. Even at that time the Ministry of Finance had clearly 
stated that they definitely preferred exports preceding imports and 
any urgent demand could be met from the ceiling already ~tlIocated 
to the Iron and Steel Controller. Despite that, permission for pre- 
import was given in that case. 

Later on, in January, 1960 when these barter deals were boing 
bnalised with these parties, the Department of Iron and Steel made 
it a general issue and referred the matter to the Ministry of Finance 
who laid down that they agreed to the issue of pre-import licences 
provided there was a firm export contract and suitable letters of 
mdit/bank guarantees (15 per cent of the import licences) were 
furnished. The Sub-Committee regret to observe that these views of 
Ministry of Finance were not communicated in clear and unamhlgu- 
ous terms by the Department of Iron and Steel, with the result that 
the Iron and Steel Controller a n d e r s t w  firm export contract as ct 



mere s a . 1 ~  aontract with I3.S.L. rather than h contract with the 
'foreign buyer. Even the Secretary, Ministry of Iron and Steel ad- 
mitted in evidence that "the Ministry of Iron and Steel do not seem 
to have translated the instructions of the Economic M a i m  hepart- 
ment in clear and unambiguous terms!' The Sub-Committee feel 
that by not issuing the instructions regarding pre-import licences in 
clear and unambiguous terms, the Ministry of Iron and Steel watered 
down the instructions of the Finance Ministry, even though it  might 
not have been deliberate, as stated by the Secretary. The Sub- 
Committee 'cannot but deprecate in strongest words this failure on. 
the part of the Iron and Steel Ministry. 

4.36. The Sub-committee also fail to appreciate how the oflice of 
the Iron and Steel Controller could give this meaning to the export 
contract. He regarded the export contract as domestic contract 
rather than a contract with a foreign buyer. 

4.37. The Sub-Committee were given to understand that before the 
Steel Controller issued his letter on 29th January, 1960 sanctioning 
some of these d&ls stipulating iwter-crlin issuing of import licences, 
it was likely that some telephonic intimation in this matter was given 
to the Iron and Steel Controller before the final letter dated 2nd Feb- 
ruary, 1960 was issued. No record of this telephonic intimation was 
available ci+\er at the despatching or receiving end. The Sub- 
Comnlittec fail to understand as to why a record of such an impor- 
tant communication was hot kept at either end. 

4.38. The Sub-Committee also feel that as a result of granting of 
pre-import licences, the main purpose of earning foreign exchange 
by export of semis with a view to import finished steel was defeated 
After the parties were given pre-import licences, they failed to carry 
out a major portion of their export obligation resulting in a loss of 
foreign exchange earning of Rs. 2363.60 lakhs. The Sub-Committee, 
therefore, cannot help observing that the decision to allow pre- 
import was not based on sound premisc and left much to be desired. 

(c) Pre-import allowed without even ensuri;q a contract with HSL 

4.39. The Sub-Committee were informed that the procedure 
adopted by the omce of the Iron & Steel Controller in entering into 
these deals and in granting pre-import licences was to first verify 
that there was a valid contract between HSL and the p x t v  for export 
of semi-finished steel and thereafter give an import Iiccrlce on applica- 
tion by the Arm on furnishing the requisite bank-guarantee of letter 
of credit. However, in one instance (i.e., of M/s. Ram Krishnn 



'Kulwant Rai) a licence was issued "inadvertently" even w:thout 
their enterihg into a contract with the H . S . ~  This firm made on 
offer in March, 1960 and the deal was approved by the of the 
h n  & Steel Controller on 55-60 and the' import licence was issued 
on 7-660 (5 I/Ls. of value of Rs. 101 lakhs were issued). This 
'mistake' was found out in November, 1960 and efforts were made 
to persuade H.S.L. to make available the steel for being exported 
and thereby earn foreign exchange to off-set the foreign exchange 
lost by way of imports. - .  

4.40. Asked when the omission came to their notice and whether 
any responsibility was fixed in the matter, the Deputy Steel Con- 
troller stated that "the firm submitted an import licence application 
There was a bank guarantee and they asked for pre-import licence. 
It is necessary to find out whether H.S.L. ha9 contract or not. It 
was not done in this case by mistake. Assistant Checking Officer 
did not check it. H.S.L. said that the firm approached them for 
contract, they have not signed the contract; they (i.e., Steel Control- 
'ler) have given import licence. They Pound that mistake has occur- 
red. The letter was written by the Controller to the Chairman, 
1f.S.L. that this mistake occurred and H.S.L. agreed to finalise the 
.contract with them. This was squared up. There was lapse on 
the part of the officer concerned. He was told to be more careful 
.in future. Actually there was mistake on everybody's part. Rcs- 
ponsibility was there squarely on all of them, the firm, the officer 

;and clerk concerned." 

4.41. When pointed out that this mistake came to their notice 
when the matter was reported by H.S.L. othemke there was no 
system by which they could discover it, he stated "it ought to have 
been checked. I quite agree that there was no regular s&m." 
It was also stated that the original deal was sanctioned in May, 
1960 and the mistake came to their notice only in Noi-e&er, 1960 
By that time i.e. November, 1960, the party had made imports of 8297 
tonnes of steel valued at Rs. 95.08 lakhs and a balance of 149 tonnes 
worth Rs. 3.90 l a b  was only left. The customs permit was stopped 
at that time until the party entered into contract with H.S.L. (which 
was done on 18-1-61). The party made the remaining imports 
worth Rs. 3-90 lakhs by February, 1961, thus making total imports 
of Rs. 98-98 lakhs. In regard to exports made, the Deputy Steel 
Controller stated that "they have not exported anything. The con- 
t r a ~ +  with H.S.L. is in dispute. They have not taken any material at 
.all." As regards bank guarantee@, he stated "that also has expired." 
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4.42. AsW why in spite d all this happening, they did not have 
.any departmental enquiry against the officer concerned, the Deputy 
Steel Controller stated that "the officer concerned who happened to 
be myself, w t  the entire case before the Controller. He could 
have done it, I was myself the officer so what can I say. It is a 
very bad case. I am very much concerned about it. I quite agree 
it is a very serious lapse. I was feeling very much about it. I myself 
wrote that it is a very serious lapse. I signed it. I should have 
checked it." When asked whether he took any action against per- 
.sons who put up the papers to him, he stated that "I have <mrneti 
them. After all he is a poor clerk I have reported to the Iron and 
Steel Controller and said 'it is upto you to take whatever action 
you consider necessary'." 

4.43. In order to get a contract entered into by this party with 
H.S.L., the Iron & Steel Controller took up the matter with the 
Chairman, H.SL. in November, 1960. In this connection, t h ~  Sub- 
Committee also noticed from the D.O. correspondence that passed 
between the Iron & Steel Controller and the Chairman, H.S.L. 
(Appendix XXIX) that the Chairman, H.S.L. in his letter dated 26th 
November, 1960, had pointed out to the I r m  8z Steel Controller 
that "offering material for export to this party at  this stage could 
result in considerable criticism." The Steel Controller in his reply 
dated 13-1-61 stated that "I am a little puzzled at your statement 
to the effect that offering materials for export to Ram Krishan 
Kulwant Rai could result in considerable criticism." On being 
pointed out that even this observation of 26th November, 1960, of 
Chairman, H.S.L. did not arouse any curiosity in the Ministry or 
the Steel Controller's office to go into the details of the case, but 
on the other hand efforts were made to justify the whole thing, the 
Secretary of the Ministry stated during evidence that "what the 
Chairman, H.S.L. said was that materials lying in stock at ther 
plants could now be sold by them on cash and that barter d e a  
would result in considerable criticism. That is the bvden of this 
letter. The Steel Controller's point is that it is not correct to sell 
everything against cash. Therefore, he says that he is a little 
puzzled, etc." He, however, admitted that the Iron & Steel Con- 
troller was bouml to write such a letter and that "it is a perfectly 
possible interpretation" of the position that the Steel Controller was 
in a tight cornerf at  that time and wanted to cover up the mistake 
as soon as possible. 

4.44. Asked at what stage this serious mistake came to the nonce 
of the Ministry and what action they took on that, the wrtnavs 



stated that copies of the correspondence between the Steel Control- 
ler and H.S.L. were sent to the then Secretary of the Ministry and 
that in a note written by him on 28-1-1961, on the Steel Controller's 
letter of 13th January, 1961 itself it is stated "It is the rejection of 
this proposal by the H.S.L. which will invite criticism." Continuing 
the witness stated "I cannot find from the file any action recorded. 
I t  appears that he (the then Secretary of the Ministry) also took 
the view that i t  was a genuine mistake." 

4.45. In this context the Sub-Committee noticed that before writ- 
ing his first letter of 14-11-60 to the Chairman, H.S.L. on this matter, 
the Steel Controller had informal discussions with Chairman, H.S.L. 
and the then Secretary of the Ministry at Durn Durn Airport on 
13-11-60. The latter also spoke to the Chairman, H.S.L. about this 
matter. Asked whether the Secretary's good office was used because 
the Steel Controller could not persuade the Chairman, H.S.L. and 
correct the mistake, the witness stated that "it did not appear like 
that." On being pointed out that though the then Secretary of the 
Ministry came to know about the mistake, he had no comments to 
make upon that but on the other hand he could not restram him- 
self from commenting on one sentence of the Chairman, H.S.L., the 
witness stated that "I think he must have ziccepted that it was a 
genuine oversight." 

4.46. Asked whether any record of the d~scussion at Durn Durn 
Airport was kept by the then Secretary of the Minlstrg, the witness 
replied in the negative. 

4.47. One of the main conditions for allowing pre-import licences 
was. that there should be a firm export contract, by which the 
Ministry of Finance meant a contract with the foreign buyer, but 
which was wrongly interpreted by the Iron and Steel Controller as 
a mere sales contract with the Hindustan Steel Ltd. This was a 
condition precedent before granting any import licence. The Iron 
and Steel Controller issued import Licences worth over Rs. 1 wore 
in favour of M/s. Ram Krishan Kulwant Rai in June, 1MO without 
verifying tbat there was a valid contract between the party and the 
Hindustan Steel Ltd. This was completely in cantravenlion of the . 
instructions of the Ministry of Iron and Steel and the Sub-Committoe 
feel that this was a very serious lapse. I t  is not easy for thc Sub- 
Committee to believe that import licence worth more tlwn a crore 
of rupees could be k u e d  a t  a time to a single party by 'mistake'. 
The Sub-Committee cannot understand nor can it approve of the 
system under which import licences worth more than n crorc of 
rupees could be issued to a party inadvertently by 'mistake'. The 
Sub-Committee take a very serious view of this 'mistake' or 
inadvertence. 



4.48. I t  is also very surprising to note that there is no re- 
system in the oi3ce of the Iron and Steel Controller to detect such 
mistakes and they came to know about it only in November, 1960, 
when H.S.L. pointed out after five months of the issue of imports , 
licences and by which time the party had made bulk of imports. 

4.49. What is still more disquieting is the fact that in spite of the 
frank admission by the defaulting officers of the seriousness of the 
lapse, no enquiry seems to have been held by the Steel Controller 
into the matter. There appears.to have been no feeling in the Steel 
Controller's offtc~e that somedhing serious had happened. On the 
.other hand persistent efforts were made to cover up the whole thing 
and the H.S.L. was made to enter into a contract with the party by 
seeking the intervention of the then Secretary of the Ministry. 

4.50. The Sub-committee also note that it was only after an in- 
formal discussion at Durn Dum Airport on 13th November, 1960 when 
the three officers, mentioned above, met there that the letter was 
written by the Iron and Steel Controller to the Chairman, 1I.S.L. and 
,copies endorsed to the then Secretary of the Ministry. The Sub- 
Committee feel that information regarding this lapse having taken 
place, was brought to the notice of the Ministry of Iron and Steel 
in R roundahoztt manner rather than in a straigh~forivnrd report 
that something serious had happened and that the Iron and Steel 
Controller was taking steps to rectify the same. 

4.51. Though the then Secretary of the Ministry came to know 
about this mi(;.toke, he simply acquiesced in it and had not a single 
word to say :rbout it and even did not keep a record of the discus- 
sion he had with the officers at Dum Durn Airport. On the other 
hand hc could not restrain himself from commenting against an 
observation of the Chairman, H.S.L. who wanted to he straight- 
fnrward and firm. Such an attitude of the then Sr-retarv of the 
Ministry could not be free from public criticbm. The Sub-Com- 
mitlee feel that Lherc was a poqitive failure on the part of the 
Ikporlment of Iron and Steel to enquire into this lapse. 

4.52. The net result of this costly miqtake hm been that the party, 
even though it entered h t o  an agreement with H.S.L. in Jannaw, 
1961, failed to export any quantity of steel and the country suffered 
a loss of foreign exchange earnings of about Rs. 1 crore in this case. 
Thb Sub-Committee feel that this 15 a serious lapse which needs 
enquiring into for Axing responsibility. 



(d) Deky in exports not examined in each case: 

' 4.53. The Sub-Committee enquired whether, before granting pre- 
import licences, the Steel Controller examined and satisfied himself 
in each case that delay in exporls was anticipated as visualised in 
the Ministry's instructions of 2-2-1960. The Secretary of th'e Minis- 
try stated during evidence that "As far as I can make out, he pro- 
ceeded on the general assumption that it would take sometime for 
Hindustan Steel to complete these supplies which were intended for 
export and in that general view, he seems to have felt that to 
speed up the supply of imported steel,- pre-import licence might 
be allowed. I can't say that in each case he has specifically recorded 
that he has satisfied himself that there would be delay in export 
and so pre-import may be allowed." 

4.54. When pointed out that it comes to this that the instructions 
of the Ministry were watered down by the Steel Controller, the 
witness stated that "As I see it, the real laxity was in not watching 
the proper enforcement of the bank-guarantee. There I agree en- 
tirely with you. But otherwise he was not watering down our 
instructions. The whole object of these instructions was to allow pre- 
import. He was realistic in feeling that export will take a little 
time. But I do agree that he failed in watching the implementa- 
tion of the bank-guarantee." 

4.55. The Sub-Committee regret to note that the Iron and Steel 
Controller did not examine in eqch case whether delay in exports 
was anticipated as he was required to do in accordance with the 
Ministry's letter dated 2nd February, 1960 and he merely proceeded 
on general assumption that it will take sometime for H.S.L. to com- 
plete these supplies. The Sub-Committee are of the view t k t  the 
Iron and Steel Controller failed to comply with the clear instruc- 
tions of the Ministry in this case. 

456. In this connection it is pertinent to mention that the entire 
barter scheme was evolved to export surplus aemja and, therefore. 
more importance should have been given to the main objective of 
the scheme. Even if the campletion of the exporb was likely to 
take time, the impart lie&cc could have been i d  to the extent 
tokwhich the foreign exchange -8 actually earned by the expdem 
andmandwhtmitwaosoearwd, 



~&ureis in regard to BankGuaqtees 
4.57. To ensure exports taking place, the letter of the Depart- 

ment of Iron & Steel dated 2-2-1960 to the Iron & Steel Controller 
stipulated inter-aliu the following conditions before a pre-import 
licence was given: 

(a) The production of an irrevocable letter of credit assigned' 
in the favour of the exporter for the value of the entire. 
export quantity; 

(b) Ln case the exporter was not able to procure an irrevoca- 
ble'letter of credit for the entire quantity of export then 
he might. be asked to furnish an irrevocable bank 
guarantee equivalent to 15% of .the value of the import 
licence applied for. 

(c) It should be made clear to the exporter that the guarantee 
would be forfeitable in case of failure to earn the foreign 

exchange by export, whatever be the reason therefor. 

(d) The guarantee would be releasable on actual export of 
the full quantity contracted for. 

Accordingly, the Iron & Steel Controller issued preimport licences 
and obtained bank guarantees, as follows: 
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It will 1* seexi that %bough dl the parties failed to fulffl their foU 

erport obligations, bank guarantee has not been forfeited in any case. 
The various fai lure in taking of bank guarantees are discussed 
below : 
Terms of the Gtuzrantde 
hadequate consideration by the Ministry: 

4.58. One of the most important conditions regarding granting 
of pre-import licences in these barter deals was furnishing of irre- 
vocable bank-guarantees where irrevocable letters of credit could 
mt be obtained. The Sub-Committee noted that in May, 1959, 
granting of pre-import ljcences in respect of deals involving export 
of ferrous scrap were agreed to be given by the Department of 
'Iron and Steel against a bank-guarantee of 20% of the deal, 
.though the Iron & Steel Controller had suggested that it should 
be 15%. Later on, in February, 1960, the Ministry reduced it to  
15% in all cases of pre-imports. Asked about reasons for this 
d u c t i o n  in the percentage of bank-guarantee, the Secretary of 
the Ministry stated during evidence that "no reasons are recorded 
in our papers as to why later on it was 75% and earlier it was 
20%. All that I can say is the same officer seems to have taken a 
harsher view at one time and rather a more Liberal view the next 
time." t i  . J l i  

4.59. When pointed out that in November, 1959 (vide Appendix 
XXX) in the case of pre-imports against export of pig iron they 
informed the Iron & Steel Controller that even 20 per cent 
guarantee was not sufficient and had asked him to insist on pro- 
duction of irrevocable letters of credit in all cases, even though he 
ouggested that it would be difficult to obtain letter of credit and a 
guarantee higher than 20 per cent might be specified in consulta- 
tion with Finanoe, the witness stated that they dia that at the 
instance of the Ministry of Finance and that it was a specific case. 
Subsequently when the general question of pre-imports, was con- 
ddered in January, 1960, the Department bf Iron & S eel suggested 13 
per cent guarantee and the same was agreed to by the Ministry 
of Finance. He also stated that the Deputy Secretary concerned 

.*was the same on both the occasions. 

4.60. Asked whether the fact that they were previously getting 
20 per cent bank-guarantee was brought to the notice of the Finance 
Ministry at the time of consideration of the general qiwstion of pre- 
vtmports, he replied in the negative. The Subcommittee then en- 
\@ired from the representative of the Ministry of Finance as to 
,why +they -agreed to 15 &r cent guarantee when they themselves- 
=(m =, 



took 'the view that even 20 per cent was inadequate. In subsequent 
written reply (Appendix =I) furnished by the Ministry of 
Finance, they have stated: 

(1 . . . . . . . . . .From the copies of notes mentioned in 2(a) above, it 
seems that when the Ministry of Steel, Mines & Fuel (Deptt. of 
Iron & Steel) came up for allowing pre-import in January, 1960, 
they explained the necessity for the parties furnishing a bank- 
guarantee to the extent of 15 per cent of the value of import licence 
applied for. No mention was, however, made to the effect that the 
procedure that was being followed till that time was that partiee 
were required to furnish a bank guarantee of 20 per cent of the 
value of import licence. The Ministry of Finance, Department of 
Economic Affairs' concurrence in the proposal of the Ministry of 
S.M.8z.F. was mainly on the necessity of furnishing, a bank 
guarantee and not so much on the percentage figure. Moreover, the 
reference to the E.A. Department in fact, did not contain any speci- 
fic proposal for a reduction of the percentage figure from 20 per 
cent to 15 per cent." 

4.61. The Sub-Committee feel tha$ while referring $his case to 
Ministry of Finance in January, 1960, the Department of Iron & 
Steel should have mentioned that previously they were getting bank- 
guarantee equivalent to 20 per cent of the value of the import 
Ucence in similar cases. They regret to note that this was not done, 
nor was a specific proposal made to Ministry of Finance regarding 
reducion of amount of bank guarantee from 20 per cent to 13 pcr 
cent. This, the Sub-committee feel, was an omission on the part 
of Department of Iron & Steel, more so, because almost at the same 
time opinion was held that even 20 per cent bank-guarantee was not 
an adequate safeguard and the letter .of credit must be insisted 
upon. I t  also'appears that the Iron & Steel Controller wanted that a 
higher amount of bank -guarantee may be prescribed as it was not 
possible to get letters of credit and for that he asked the permission 
of the Finance Ministry. They are unable to appreciate why think- 
ing about the quantum of bank-guarantee changed in the Ministry 
of Iron & Steel within so short a period, especially when the nature 
of deals, the parties and the ofacers concerned were the same. Tbfr 
is yet another instance of inadequate consideration of the whole 
matter of thtsa deak 

Bank guarantee form: 
462. The Sub-committee were informed during evidence that 

although the Ministxy's Ltter of 2-2-1960 laid down that the party 
ahodd fun&& an absolute guarantee to expart, the Solicitor of 



-the' I r a  & Steel Controller (Government Solicitor) in drafting the 
-guarantee form took the view that no bank would agree to such 
an absolute guarantee. He (Solicitor) worded tht. bank guarantee 
form (at Appendix XXXII) in a qualified manner in +hat the condi- 
tion of the guarantee was that "the iron & Steel Controller has 
.agreed to enter into contract with the obliger (i.e. the party) for 
import of. .  . . . . . . . .on the undertaking of the obliger to export.. . . 
. . . . . . . .produced by MIS. Hindustan Steel Ltd. within 3 months 
from the date of delivery of the material, by M/s. Hindustan Steel 
Ltd.". ~herefore,  the actual form of the bank guarantee as'drafted 
by the Solicitor was quite differmt in all material respects from 
the intentions of the Government's letter. 

4.63. Asked why they went to thc Solicitor when the terms of 
the guarantee were already known to them and a guarantee form 
was in use earlier for export of ferrous scrap, pig iron etc., the 
'Secretary of the Ministry who made available a copy of the old 
guarantee form (Appendix XXXIII) stated that "this bond (old 
guarantee bond) is obviously not suitable for the type of transac- 
tions we were going to enter into." 

4.64. Asked if there was any failure when old form was in use, 
thc Deputy Iron & Steel Controller stated that there had been no 
failures. Asked why then they changed it and referred the matter 
to the Solicitor, he stated "because of the Ministry's letter where 
some conditions were given for pre-imports, we thought that we 
should have a look at the form and we sent it to the Solicitor. He 
felt that this form is not suitable and he drafted a different form." 

When pointed out that the previous form was better than the 
revised one as under that, the currency period of the guarantee 
could be fixed bv Government as they considered necessary. the 
Secretary of the Ministry stated that "the main failure was not 
in watching when the bank-guarantee was expiring and taking 
t.ime1y action." 

4.65. The Sub-committee enquired if the Controller was not at 
fault in not insisting on bank guarantees in terms of Ministrfs 
letter dated 2-21960, the Secretary stated that "The Steel Control- 
ler, when he found that the Solicitor drafted the bank guarantee 
in a form which did not entirely carry out the wishes of the Minis 
try should have really brought this matter to the notice of the 
Ministry or taken it up again with the Solicitor. There was un- 
adoubtedly failure on his part to do so. Quite often as laymen we 
w e  instructicms and lawyers draft them differently. I do not say 

Sha it was a grievous omission although it would have been better 



if 3 he had brought it to our notice so &hat we) could bave @%her 
modifled our instructions or acquiesced in that particular form of 
guarantee." 

'4.66. This ,is, yet &othkr case whene 6 & $tee] Co&ruller, dib 
not cjurj. out 'the conditions 416 down by the -JMihistry in their 
lettkr dated 2-2-1960 regarding furnishing of bank guaraptee. The 
Iqm & Steel Con t~ l l e r  was responsible to the Ministry. If he idt 
any dimculty in getting guarantees in the form require& he should 
have placed the matter before the Ministry for their consideration. 
' Ike '~ub-~ommittke reget  to note that this was not done. On the 
other hand he referred it to the Solicitor who drafted the guarantee 
form which was not in consonance with the intention of the 
-0 

The Sub-Committee fail to appreciate the attitude of the Gov- 
enrmeht Solicitor who took upon himself obligation to advise that 
no bahk would agree to such a bank-guarantee. Instead of draftlng 
'the document and embodying the intentions of the Government, be 
went outside the scope of his duties and Braf'ted a form which was 
least sati sfactow. 

The result has been that limited, conditional and qualified bank- 
guarantees were furnished by the parties and a.ccepteiI by the W n  
& Steel Controller, with attendant diflkulties in enfmcing the 
same. The Sub-committee cannot help fwling that there was a 
serious lapse on the part of Iron & Steel Controller in takihg 
guarantees in a form which did not carry out intentions of the 
Mfnistry. 

4.67. They wodld also recommend that Government should look 
Into this matter and prescribe a suitable bank-guarantee form for 
use by the Iron & Steel Controller in future. 
Guarantee amounts released in driblets: 

4.68. The instructions of the Ministry of Iron & Steel dated 
2-2-1960 stipulated that "the guarantee will be releasable on actual 
export of the full quantity contracted for." I t  was, however, notic- 
ed from the written replies that in actual practice the SOeel Con- 
troller had bem releasing the guarantee amount in driblets as trnd 
when a party exported small quantities. 

Explaining this, the Secretary of the Ministry stated during 
evidence that on 9-9-1960, the Iron & Steel Controller wrote to the 
Ministty to say that "we have now received some requests 4bm 
oome of those import licence borders for reduction in the w t  
.M .%he baak-CfGfuralEtee on the 'plea that thqr have since, exp&ecf 



tg 

8 portion of the materials to be exported against barter deal anif 
thereby earned foreign exchange. We have acceded to their re- 
quest after satisfying ourselves that the export had already been 
made and foreign exchange earned by the parties." On 21st S e p  
tember, 1960, the Ministry confirmed that the action taken by the 
Controller was in order (copies of these letters at  Appendix 
xxxrv) . 

4.69. When asked why they deviated from the instructions of the 
Ministry as  accepted by the parties, the witness stated that "ap 
parently the Steel Controller thought that the proasition put by 
the exporters was a reasonable one and accepted it; the Ministry 
confirmed later this action." When pointed out that reasonable- 
ness was decided by them in the first instance in February, 1960, 
he stated that "when a party represents, there is nothing to stop us . 
from reconsideration." He, however, admitted that "the only thing 
is, he (Steel Controller) need not have done this and then asked 
for approval. I t  would have been preferable for him to take the 
previous order of the Ministry." 

4.70. Asked which were the parties from whom requests were 
received by the Iron & Steel controller, he stated that the first re- 
presentation was from M/s. Amin Chand Payarelal on 19-7-1960 and 
the same was acceded to by the Controller on 27-7-1960. The second 
time, the same party represented on 7-9-1960 and it was acceded to 
by the Controller on 9-9-1960. At that time a letter was also sent 
to the Ministry, there being no letter to them in the first case. 

4.71. When pointed out that the Steel Controller's letter to the 
Ministry mentions about receipt of "some requests from some of 
these import licence holders" and was misleading. he stated that 
"there were two cases, but the party was the same." 

4.72. Asked how the Ministry confirmed the action of the Steel 
Controller in the absence of details regarding the representations 
i.e. names of firms, their performance, etc., he stated that "the 
Ministry would not decide on the basis of the name of the firm, etc. 
They would decide the question of principle only." When pointed 
out that it was a request from.one party only and not a widespread 
hardship, he stated "others also took advantage of this later on." 

4.73. It is astonishing that a particular firm's requests for revease 
of bank guarantee amounts were immediately acceded to by the 
offlco of the Iron & Steel ControUer in direct contravention of the 
Ministry's instructions dated 2nd February, 1960. It is all the more 
disturbing to note that in the first cqse which was received by the 
irbn & Steel Controller on 19th July, 1960 and agreed to by him 



.on 27th July, 1960, he did not Csform the Ministry at  A. The 
mkond case from the same party was received by Iron & Steel Con- 
troller on 7th September, 1960. He agreed to the sanle on 9tht 
September, 1960 and then only informed the Ministry. The Sub- 
Committee regret to note that the Iron & Sted Controller did not 
pay proper attentian, bo the instruotions of the Ministry. The 
Ministry too, when they were informed, did not take the trouble of 
going into the matter properly but simply acquiesced in the acliob 
of the Steel Controller. The Sub-Committee feel that the action 
of Ministry was hasty. It was not a hardship as to call for a change 
in the policy originally enunciated by the Ministry in consultation 
with the Ministry of Finance. Public money was at  stake in these 
transactdons and bank guarantees should have been released on 
export of full quantity contracted for rrs originally envisaged. The 

' manner in which both the Steel Controller and the Mlnistry acted: 
in this matter indicates that they did not safeguard the public 
interest adequately. 

Failure to take Bank-guarantee from M / s .  Surrendra Overseas: 

4.74. No bank-guarantee was taken from M/s. Surrendra Overseas 
in respect of 2 import licences against which import worth Rs. 43.33 
lakhs were made by them. Explaining this, the Deputy Iron & Steel 
Controller stated during evidence that they "did not ask for bank 
guarantee because the materials were urgently needed for Hindus- 
tan Steel. Here we were pressing them to get the import first. One 
of the licences was issued to Hindustan Steel itself (with letter of 
authority to the party)." 

4.75. Asked how they ensured that the export obligation would 
be fulfilled by the party, he stated that "there was the contract with 
HSL executed by the firm to export." When pointed out that it was 
immaterial for whom the material was needed, he stated that "that 
was the consideration the Iron & Steel Controller followed and 
even the Secretary of the Department of Iron & Steel. In one case the 
Controller himself permitted it. In second case there was a quantity 
of 5,000 tons which the Secretary, Department of Iron & steel approv- 
ed. Approval was taken verbally. The material was for HSL and they 
said bank-guarantee should not be 'taken." As to how this firm was 
selected, he stated that "HSL selected in both the cases, with the 
approval of the Iron & Steel Controller." The Secretary of the 
Ministry stated that "that was the decision of these people. In one 
case HSL is itself shown as importer and also exporter.." 

4.76. The Sub-committee are unable to appreciate why bank 
guarantee was not taken in this case for the due performance ad 



the export obl@tion. It waa a case where pm-hport Ucencm 
wesa granted. Bank-guarantees are taken for fuIftILing the expor4 
obli&ation and has nothing whatsoever to do with for whom the 
imported material b meant. Shce the export obligation was at- 
tached to this transaction also the case did not deserve a departure 
from the established procedure. It is regrettable that both the Iron 
& Steel Controller and the Ministry deviated from the established 
procedure in this caee. 
Failure to watch renewal of Bank-guarantees: 

4.77. The Sub-committee enquired whether any of the bank- 
guarantees taken from the firms, who were allowed pre-imports, 
was in force today; circumstances under which they were allowed 
to lapse before they were forfeited and whether the office of the 
Iron & Steel Controller asked the firms to extend tine guarantx; 
from time to time. In a wribten reply thereto, the Ministry of Iron & 
Steel have furnished copies of correspondence (some of the letters a t  
Appendix XXXV) regarding extension of bank guarantees. It has 
also been stated that "The firms appear to  have extended the old 
B.G. (bank guarantee) so long as they had definite expectation of 
getting export materials from H.S.L. After, however, disputes 
arose with HSL with regard to quality and price, they did not 
extend the I3.G. The B.Gs. were not enforced by Iron ie Strel Con- 
troller in time i n  the hope of exports materialising after sa!isf:ictory 
solutloa of the disputes. Unfortunately B.Gs. had meanwhile 
expired." 

4.78. It would be seen from Appendix XXXV that there have been 
sevt*ral failures on the part of the office of the Iron & Steel Con- 
troller in this matter. The most important of these failures has 
been that the Iron & Sttlel Controller did not ask the parties to renew 
the bank-guarantees in time. In many cases he asked the parties to 
renew the bank-guarantees several months after t h ~  bank-syarantees 
had already expired e.g. in the case of MIS. Amin Chand Payarela1 
the bank-guarantees expired in February and June, 1961. It was 
mly in November, 1961 that the Controller asked the firm to renew 
these i.e. 5 to 9 months aftel the date of expiry. In the case of 
MIS. Khem Chand Raj Kumar the bank-guarantees expircd on 
28-2-61 and it was only on 2-6-61 that the Iron & Steel Controller 
askrcl the firm to renew the same. In the case of M/s. J. S. Cohcn 
and Co., the  bank-guarantee had expired on 1-1-62 and it was on 
15-2-62 that the Steel Controller asked the firm for its rencual. 
fn the case of M/s. Ram Krishan Kulwant Rai the bank-guarantee 
expired on 2-10-60 and the Controller wrote to the Arm to renew the 
same on 31-10-60. 



4.79. The Sub-Committee pointed out that the Iron & Steel COW 
'troller did not watch the bank-guarantees even after several monthr 
of their expiry. The Secretary of the Ministry stated "It is a fact 
that there was laxity in watching . the renewal of the bank- 
guarantees. There is no use in saying that it was not so". When 
pointed out that this laxity in watching the renewal of bank- 

guarantees had cast the Public Exchequer several lakhs of rupnes, 
the Secretary of the Ministry stated". . . . . . I  do not think it has cost 
the public exchequer anything. What has happened is that a cer- 
tain amount of foreign exchange which we expected to earn, we 
failed to earn. .  . . . . . . . ." On being pointed out that if the Govern- 
ment had forfeited the bank-guarantees for failure of these parties. 
the Government would have got the amount, the Secre-ary stated 
"to that extent we can say that it has cost the exchequer." 

4.80. The Sub-Cornmitee feel that there was an nnunderstanda- 
Me positive failure on the part of the Iron & Steel Controller in 
not watching the bank-guarantees properly and renewing the same 
timely. This was the primary factor leading to the failure in 
forfeiting the bank-guarantees worth over Rs: 51 lakhs for non-ful- 
filment of the contractual obligations. No satisfactory explanation 
was given to the Sub-Committee regarding non-pursuit of the bank- 
guarantees in time. 

The Sub-committee feel that the failure to pursue the bank- 
guarantees requires to be investigated in details and responsibility 
therefor to be fixed. 

Other failures in regard to bank-guranteek: 

4.81. A few other failures which took place in non-pursuit of 
bank-guarantees are also indicated below: 

(a) The Controller confirmed on 9th September, 1960 to the 
bankers of M/s. Amin Chand Payarela1 reduction in the 
amount of bank-guarantee from Rs. 13,24,800 to 
Rs. 11.91,053 without waiting for the undertaking from 
the firm to furnish a fresh bmk-guaramtee belore the 
expiry of letter of credit, as required. 

(b) A guarantee of the above firm had expired in December, 
1960 and the Controller was askin? to renew the same. 
in January, 1961. The same party had not yet renewed. 
Bat at the same time (5-1-61) the Controller agreed to 
reduce the amount of another bank-guarantee furnished 



by same party. The Secretary of the Ministry 
admitted during evidence that "they could have actually 
used it as a handle in the other case." 

(c) The bank-guarantee to the extent of 15 per cent of the 
import licence was required to be taken but in one 
case of M/s. Amin Chand Payarelal it was noticed 
that the bank-guarantee was short by about Rs. 1 lakh. 
This was ~t tr ibuted to a mistake in calculation. This 
was set right later. 

(d) The Controller went on giving further import licences 
and customs clearance perihits to the parties in spite 
of having given warnings to them to withhold these 
until bank-guarantees were renewed (Appendix 
XXXVI) . 

4.82. The Sub-Committee find that there have been several 
failure. in taking and enforcing bank-guarantees in these barter 
deals. Fir~itly, the Dcpariment of Iron and Steel wanted to have 
absolute bank-guarantees but the Iron & Steel Controller reduced it 
to a limited and conditional bank-guarantee in consultation with Ihe 
Solicitor. Secondly, even these limited bank-guarantees were 
released hy the Controller in driblets i .e .  as and when a portion af 
exports took place. Thirdly, there was a complete laxity in the 
oBce of the Iron & Steel Controller in watching the bank-guarantees 
and getting them renewed in time. Ultimately it came to this that 
the limited bank-guarantees were accepted. Fven those limited 
bank-guarantees were not watched effectively by the Iron & Steel 
Controller and they expired. The parties have a190 not re~ewed 
these bank-guarantees in spite of repeated reminders from the Iron 
& Steel Controller. Thus non-forfeiture of bank-guarantees have 
resulted In a loss of over Rs 51 lakhs. 

4.83. The Sub-Committee are constrained to observe that the 
whole scheme of taking bank-guarantees in these barter deals was a 
complete failure and was primarily due to the f~ i lu re  of the ofice 
of the Iron & Steel Controller. They desire that the different lapses 
in this case may be investigated with a view to fixing responsibility. 

Performance of the contracts 

(a) Performance not satisfactory: 
4.84. As stated earlier, contracts were entered into ( i )  h y .  the 

Iron & Steel Controller with the parties (standard form of the con- 
tracts) at Appendix XXTV and (ii) by the parties with H.S.L. for the 



purchase of H.S.L.3 semi-finished steel fop export on barter basis. 
Table below shows the quantity and value of exports expected to 
be made, exports actually made and the balance: 

Material Quantity Value in Qty. Value Balance Value in. 
expected Rupees actually in quantity Rupees 
to be (Lakhs) exported Rupees tonnes (Lakhs) 
exported tonnes (Lakhs) 
tonnes 

Billets 35.420 1 15,924 1 19.496 1 

Ingots 45,562 29,401 

Slabs 52,538 492 21 21,112 I 
Of the total quantity to be exported, 91,222 t o n n e ~  was on "tested" 
basis and 42,298 03 "as is where is" basis. As against this, actually 
exports of "tested" materials were 55,390 tonnes and of "as is where 
is" 11,047 tonnes only. 

4 85. The Sub-Committee were ~nformcd that H S.L has pre- 
ferred claims amounting to Rs. 61.14 lakhs on 4 parties ( m r  Amin 
Chand Payacelal, Surrendra Overseas, Ram Krishan Kulwant Rai 
and Apecjay (P) Ltd.) (statement at Appendur XXXVII) . Parties 
were also stated to have preferred counter claims. and two of these 
cases (i.e. of Apeejay Pvt. Ltd. & Surrendra Overseas) were under 
court proceedings and the other two cases (i.e. of Amin Chand 
Payarelal & Ram Krishan Kulwant Ral) were under arbitration. 
There were no claims of H.S.L. on the other two p a r t m .  

16,161 

255 61 31,426 

4.86. Asked on what grounds the parties refused to take deli- 
veries, the Chief Sales Manager, HSL stated during evidence that 
"The p a r k s ,  despite repeated intimations to them, either did not 
acknowledge the letters or just said that the matcrial was not 
suitable for their requirements and they sent various types of 
letters " Asked why they transported the materials to the port, 
he said that "we had hired some dumps at Vizag and Calcutta. 
There was no proper storage space at works. Even today our prac- 
tice is this. We always transport material well ahcad of time and 
keep it in storage. In respect of these commodities rail movement 
and steamer movement is extremely difficult." When pointcj out 
that since the parties were not accepting they shoulcl not have srnt 
the material, he stated that "After a substantial quantity of 

236.60 



material had reached the posts then only they raised about this point,'" 
Asked on what basis the parties objected to the quality of the 
goods, he stated "they did not at  all acknowledge our letters in  
spite of repeated reminders. In some cases they did not open the 
letter of credit. The ships nominated by them did not actually 
arrive at the port. This way, the contracts were frustrated." 

4.87. Asked why HSL had no claims against other two parties 
uiz. MIS. J. S .  Cohon & MIS. Khem Chand Raj Kumar who had 
also not lifted the quantity contracted for or lifted only part of it, 
the Chief Sales Manager, H.S.L. stated that "there was no failure 
on the part of the 2arties to take delivery of whatever we have 
made and the rest we could not supply. We were advised that we 
may not proceed ;gainst these parties and there will be no point in 
entering into litigation." When asked why they did not manufacture 
the goods contracted f ' c ~ ,  he stated that in the case of M/s. Kh2m 
Chand Raj Kumar "the last supply was made on 28th February, 
1961 which the party accepted and we wanted to deem it as exten- 
s im  of the contract (which had already expired on 30th Novzm- 
bcr, 1966) but they (party) did not agree." 

4.88. The Sub-Committee were also assured by the witness that 
the H.S.L's claims amounting to over. Rs. 61 lakhs against the four 
parties were not likely to be time barred for want of action on 
their part. 

4.89. As these cases between Hindustan Stecl Ltd. and the parties 
are sub judiee, the Sub-committee do not wish to comment on them 
at this stage. 

4.90. The Sub-Committee enquired whether it was a fact that 
export of steel involved a loss and import of steel a profit and ihat 
is why this export commitment was not honoured. I n  a written 
reply the Ministry of Iron &- Steel stated as follows: 

"Under prescnt cond1t:ons of thc  ~nternational market, the 
esporl of steel involved a 10s.; Import of steel gives 
profit and that is apparently the reason why the ex- 
ports are 11nktd :vith imgort in a barter transaction. 
As has been stated there have been reasons why ex- 
port commitment were in some cases not honoured 
but it is conceivable that in view of this inherent loss 
in export thew might have been a tendencv not to 
honour the commitments and to back out. Legal 
opinion is being sou;'lt as to whether any claim can 
lie on the firms for their failure to export against fm- 
ports already made resulting in more profits to them 
than was due to them under the deal." 



4.91. Asked what hnd'boen the legal opinion, the Secretary d 
Ahe Ministry stated during evidence that the Deputy Legal Adviser 
had  advised on 31st January, 1966 as under:- 

"We find that the firms' applications were not addressed to 
the President of India, nor were the letters of sanction 
signed for and on behalf of the President of India. 
In the circumstances, in our opinion, the barter sanc- 
tions do not amount to a concluded contract between 
the parties. As such any breach of the sanction is not 
enforceable in a court of law." 

4.92. When pointed out that the show cause notices served to 
-the parties indicated that there was a breach of the Iron and Steel 
Control Order, the witness stated that in that connection the De- 
puty Legal Adviser had stated that "the Iron & Steel Control Order 
may also be amended by addition of a clause to the effect that 
failure to export steel pursuant to barter transactions in respect of 
 controlled categories would be pulrishable offence under the Iron 
& Steel Control Order." 

4.93. When pointed out that in 1959 a similar point was raised 
by the Controller's office that since these barter agreements were 
not entered into in the name of the President they were defective 
and not enforceable, the witness stated "you are quite right. That 
point was unfortunately raised in connection with direct purchase 
by the Steel Controller. I agree that we should have been wiser 
after that and in every contract we should have put it." 

4.94. When asked whether the present agreement jstandzrd 
form at Appendix XXIV) between the Steel Controller and the 
parties was a contract or not, the witness stated that "1% is a peculiar 
type of contract. I t  is not an ordinary type of contract. I t  is a 
Government approval given under certain conditions, you can call 
it a contract, if you like." 

4.95. As against the contractual export obligation of Rs. 492.21 
lakhs actual exports were Rs. 255:61 lakhs only i.e., a shortfall of 
Rs. 236.60 lakhs. Quite apart from whatever cases may be going on 
in courts of law or arbitration, the Sub-committee consider it very 
unfortunate that Government now find themselves in a helpless 
position. The difficulty regarding the form of the contract was 
known to the Ministry even in 1959 and there should have been 
eaou~h  warning to the office of the Iron & Steel Controller to put 
%is house in order before he entered into these contracts in 1980. 



:Thephope klarrC at least amv the Mid4Sllh.y midd be whet md tske 
stgps to p-be a suitable caatract farm for barter deals as W- 
as anmad the Iron & Steel Control Wer.  

(b) Act.ion aguinst the Parties 

4.96. The Department of Iron & Steel's letter dated 2nd February, 
1960 to the Steel Controller regarding pre-import licences inter alia 
stipulated that "It should also be made clear to the exporter that 
in case of failure to export, Iron & Steel Controller will have no 
further dealings with him." 

4.97. Asked whether this condition was enforced when the  
parties failed to export, the Secretary of the Ministry stated dur- 
ing evidence that "we consulted the Vigilance Commission and 
their advice was that we could not black-list them (parties) on this 
ground." Reference to the Vigilance Commission was stated to 
have been made on 27th March, 1965. 

4.98. When .asked why they referred the case to the Central 
Vigilance Commissior?, especially when in the case of a party from 
Kahpur, i t  was not referred to the Commission and the party was 
black-listed by them permanentIy from 1962, he stated that the 
Commission's order requiring their consultation in such cases came 
in 1964. That order had subsequently been amplified and the 
Commission's consultation was now required only in corruption 
cases and not where firms alone were involved. Continuing he said 
that "the Vigilance Commission gave their advice on 4th Februxy 
1966 in which they stated that the question of black-listing was the 
concern of the administrative Ministry and it was for the adminis- 
trative authorities to deal with such cases." 

4.99. Asked whether they had since intimated to the Iron 6r 
Steel Controller not to deal with these parties, he stated that 
"black-listing was a confidential action and t h ~ y  had to examine 
whether there was any justification for it." When pointed out as 
to what they had in mind at the time of stipulating the condition 
that there woclld be no further dealings with these firms, he stated 
that "definitely that is the intention; but as it  so happened this 
type of absolute injunction cannot be strictly carried out." 

4.100. On being pointed out that they had used different expres- 
sions in the written replies uiz. "black-listing" and "business s- 
%pensionv etc., he stated that "the only difference is that when we 

o . m y +  Mack-list a party, then we inform all the Departments O# 



%he Govemnwt. Susgexwkm of businew can be ordercd by any 
lone Department witbout necesmrily asking all the Departments Ito 
suspend the business" When pointed out that they could there- 
fore suspend business with the parties even without black-listing, 
he stated "It is possible. Even suspension is ordered after going 
into the merits of the case." 

4.101. In this connection the Sub-Committee also noticed from the 
written replies that show cause notices (copies at  Appendix XXXVIII) 
were issued by the Iron & Steel Controller to the firms in April, 
1964, although their failures to export occurred in 1960. Asked 
about reasons for this delay, the Secretary of the Ministry admitted 
during evidence that "there was definitely delay in black-listing or 
taking action for black-li~ting." On being pointed out that the 
ahow cause notices were loosely worded in that there was nothing 
at all about exports, he agreed that "the drafting is very poor." 

4102. The Sub-committee note that one of the main eondltions 
stipulated in the Ministry's letter dated 2nd February, 1960 was that 
the Iron & Steel Contadler will have no further dealings with the 
exporter in case of failure to export. In all these cases the parties 
failed to export either the full quantity contracted far or a t  all. 
The Sub-committee regret to observe that even this simple stipula- 
tion of the contract regarding stopping of dealings, was not carried 
out. For the various reasons no action has been taken so far by the 
Iron & Steel Controller or the Ministry against these parties. In 
view of the fact that the Government were obliged to black-list 
them or suspend the business on a number of odcasions, the'sub- 
Committee feel that the Iron & Steel Controller should have been 
extra careful while entering into these barter deals involving huge 
amounts. Even when the failure of the parties to fnlffl their export 
obligations took place in 1960, the Iron & Steel Controller issued 
show cause notices to them only in April, 1964 of which "the draft- 
ing is very poor" was admitted by the Secretary. The Sub-Coan- 
mittee feel that there was unduly long delay in initiating action 
against these parties. And there is i o  justification at all for this 
"very poor drafting". 

4c) Future Policy regarding Barter Deals 

4.103. In regard to future barter deals contracts, the Secretary 
of the Ministry stated during evidence that "so far as steel ia 
concerned, my own opinion is to stop all barter deals. They have 
led to all kinds of abuses. I am personally against them. In fa& 
;last year we asked the MN.T.C. to take over all impsrb oT d b d  



where barters were involved. But under some export incentive 
' scheme, certain things are allowed". When pointed out that 
M.M.T.C. would again deal with the same parties he  stated "that 
was my one objection to hand it over to them. I have handed 
over only a part of it. Unless they make direct arrangements, 
they will again have them as handling agents. We have given 
them only a part of it to get themselves going on this line." 

4.104. It was further stated by the Iron & Steel Controller in . 
evidence that for the last 4 or 5 months, exports of scrap were 
being canalised through a separate organisation called the Metal 
Scrap Trading Corporation in which one third equity was held 
each by furnace owners, exporters and the M.M.T.C. When 
pointed out that Government had taken no shares in it and at the 
same time all ferrous scrap exports had been given to this Cor- 
poration, the Secretary of the Ministry stated that "we are trying 
to introduce a little order in a system where there was complete 
disorder". When suggested that it might be declared a Govern- 
ment company, he stated that "the object is not to make profits. 
The object is simply to regulate the rather dis-coordinated export 
trading in scrap that was going on." 

4.105. As admitted by the Secretary of the Ministrg, barter deals 
have led to all kinds of abuses- In view of this it rcqtlires a serious 
consideration on the part of the Government whether such deals 
should be allowed and if so under what circumstances and through 
what agency. In the opinion of the Sub-Committee such deab 
should normally be handled directly by the S.T.C/M.M.T.C They 
would reconqmend that after R careful examination Governnrent 
should enunciate a clear policy in the matter. 

Other matters relating to the working of the Organisation of Iron 
and Steel Controller 

(a) Organisation 

Future of the Steel Controller's Orgnnisation 

4.106. The SubCommittee enquired whether in view of the 
reduced work in the Iron and Steel Controller's office due to the 
decontrol of most of the steel items and taking over of planning 
and distribution of steel by the ~ o i n i  Plant Committee it was 
necessary to have its present elaborate set up. The Secretary of 
the Ministry stated during evidence that "I would like to reserve 
my answer because we have appointed a special Committee under 
the Chairmanship of Shri Khadilku, M.P. He is looking into it* 



S@em of &icewe wmbaFtng 
4.107. From a statement showing the import licences issued by 

the Iron & Steel Comk.oller to all commercial importers of the value 
of af. 5 h M s  and above during the years 1959 to 1965, the Sub-Com- 
mittee noticed that import licence bearing same number had been 
Issued to two different parties. Further earlier numbers were 
issued on a later date and later numbers on earlier date as per 
instances given below: 

Name of Patty IIL. No. & Date 
I. M/s Khandelwal Bros (P) Ltd., Calcutta 00002 dt. 8-1-59 
2. M/s JS. Cohen & Co. -do- dt. 13-1-59 
3.  -do- 00004 dt. 13-1-59 
4. State Trading Corporation of India . . ooom dr. 12-1-59 

4.108. Asked about reasons for this, the Deputy Iron and Steel 
Controller stated during evidence that in the statement only 
serial number had been metltioned but code words were also there 
and licences were quite different. He also admitted that the statement 
was incomplete in that certain numbers had not at all been given 
there. When asked why incoinplete information was furnished. 
he stated that "The statement was prepared on the basis of the 
weekly bulletin issued by the Commerce Ministry. The statement 
was required quickly. We thought that that was the place where 
this information would be available. We did not consult our own 
mgister." 

4109. On being pointed out that the statement was sent through 
the Ministry and they took some time to verify it, the Secretary 
of the Ministry stated "I apologise for this omission." 

4.110. The Sub-committee enquired whether the import licences 
were machine numbered, the Secretary of the Ministry stated 
"as I see thing before me, after the letter No. SIC/IL/15, there is 
a pin pointing by machine just like perforation." He, however, 
promised to furnish an upto date statement showing the licences 
issued for Rs. 5 lakhs and above duly checked by Audit. The Sub- 
Committe subsequently received a statement from the Audit with 
a note thereon. .4 portion of the note is reproduced below: 

"It has been observed that the import licences were not 
machine numbered and no counter-foils were main- 
tained by the Iron and Steel Controller. Only office 
copies of the licences issued were stated to have been 
kept in different files. I t  has also been noticed thykt 
the registers maintained by the Iron and Steel &n- 
troller, Calcvtta, did not bear any atfesktion of 4?m 



entries made therein. These were not dosed and 
submitted to any supervisory officer. In view of the 
position stated above it does not seem possible for 
Audit to state whether the statements prepared by 
Audit are correct and complete in all respects. 

Moreover, no uniform procedure was followed by the Re- 
gional OfRces for alloting numbers to import licences. 
In view of this, Audit could not verify whether there 
was an omission to record any import licence actually 
issued in the respective registers!' 

4.111. The Audit also pointed out a number of items which were 
not included in the statement furnished by the Ministry to the 
Sub-Committee. They also pointed out some of the items which 
appeared in the Ministry's statement but which were not included 
in the statement prepared by Audit. It appeared that all the 
registers were not made available to the Audit by the office of the 
Iron and Steel Controller. 

4.112. The Sub-Committee are alarmed to note that them is an 
appalling state of affairs so far as the issue of import licences and 
maintenance of records thereof by the office of the Iron and Steel 
Controller is concerned. These import licences were neither 
machine numbered; nor were proper records maintained in the 
dfice of the Iron and Steel Controller. The registers maintained 
for this purpose did not bear attestation of the entries made by any 
officer. Further, no uniform procedure was followed by the 
Regional offices of the Iron and Steel Controller in allotting numbers 
to import licences, etc. 

4.113. The Sub-Committee regard this state of affairs as very 
serious as this can lead to many comptications. They desire that 
the procedure regarding maintenance of records of issue of 
import licences in the office of the Iron and Steel Controller and its 
branches should immediately be examined in consul tation wltb 
Audit and suitable remedial measures takem. 

(b) Prices and Distribution 

4.114. The Sub-Committee noticed the following features in 
regard to the control over the prices and distribution of materials 
by the Iron & Steel Controller under these barter transactions: 

(i) Element of profit rcot k w n  

4.115. The Subcommittee enquired as to what control was 
exercised by the Iron and Steel Controller over the steel imported 
under these barter deals, what margin of profit was allowed and 
225 ( Aii) L S 7 .  . - 



what steps were taken to prevent it from (going to the black- 
market. In a written reply, the Ministry of Iron and Steel stated 
that "Import of Steel was allowed on condition that it would be 
sold to the nominees of the Iron and Steel Controller at prices 
determined by Controller. Imports were frozen under Iron 
Steel (Control) Order as soon as Customs Clearance Permits 
issued- Thereafter Release Orders were issued in favour of 
vidual allottees. The ceiling of CIF price was fixed on the 
of Metal Bulletin Price. Internal selling price was fixed 
allowing 4 per cent on account of handling cost for ex jetty 
veries and 73 per cent for ex godown deliveries over the full 

and 
were 
indi- 
basis 
after 
deli- 
land- 

ed cost or the Col. I price whichever was more. 'The element of 
Profit involved in these deals is not known," 

4.116. Asked why the element of profit was net known, the 
Secretary of the Ministry stated during evidence that "on the face 
of it, there is no special profit involved. To be quite frank about 
this, the people have their own wa,p of making profits." On being 
pointed out that since the prices and distribution was controlled 
by the Iron and Steel Controller, there should be no difficulty in 
determining the profits, he stated that "profit can be from 4 per 
cent to 74 per cent on all imports. On exports we do not know as 
to what their margin of profit is." Asked why they could not 
know'the profits on exports, he stated that "Because, for the ex- 
ports, tfie prices at which they sell are mentioned in the invoices. 
We know the difference in prices. That difference will be the 
profit they earn. So, on the face of it there is no special profit for 
the exports. But if lhere' is any hanky-panky case, then there 
may be some profit'.' When pointed out that the quota and dis- 
tribution of the imported materials was controlled by them, he 
stated that "If a thing is not disposed of within two to three 
month; dr four months they (importers) are allowed to have free 
sales out of that. In that they make all kinds of profits. Techni- 
cally speaking, they are supposed to give those quantities of 
materials to the people who have got quotas". 
(ii) Basis of price jixartion not sound 

4.117. The Sub-Committee were informed that both the import 
and the export prices of steel were fixed with reference to the Metal 
Bulletin prices, yhich appeqreq weekly. On being asked whether 
they had paid any attention to aa-~ observation of the 
Audit in 1961 that metal bulletin prima ,were not a proper 
guide and that these should be based on actual prices paid in pre- 
v i m  months, ehe rSecret&ry.bf thdl Mihistjl dated d u b g  evidence 
"Mot a m d t  deal. We'still think tliat the hnetal' bulleth'is a b&hr 



4.118. In this context it was noticed that under an import licence 
@van by the offlce of the Iron and Steel Controller to M/s. Amin 
Chand Payare Lal, the firm had imported 159 tons of stainless steel 
sheets in 1960 for Rs. 10.04 lakhs which worked out to about Rs. 6,000 
per ton. Asked how this price was determined, the Secretary of 
the Ministry stated in evidence that "stainless steel prices are not 
ordinarily quoted in metal bulletin. The prices have been fixed by 
the Price Accounts OEicec I t  is all varying with different gauges." 
He promised to check up and furnish a note whioh has since been 
received. 

:4.119. It is observed from this note that the prices for the stain- 
less steel were fixed by the office of the Iron and Steel Controller ' 

after inviting quotations from overseas suppliers through certailn im- 
porting houses like Mahindra and Mahindra, Amin Chand Payare La1 
and also through STC. 

4.120. The Sub-committee are not entirely satisfied with the 
present system of pricing and distribution of imported steel. So far 
as pricing is concerned, the Iron and Steel Controller mainly relied 
on Metal Bulletin pirces. This was objected to by Audit but the 
Department still felt that the Metal Bulletin was a reliable guide. In 
some categories, how&er, like stainless steel, even this guide viz. 
Metal Bulletin prices was not available. The basis adopted in fixing 
stainless steel prices was unsatisbctory inasmush as competitive 
quotations were obtained through interested parties and not through 
independent sources. The Sub-Committee, therefore, feel that 
during the period of so many years of its existence, the oface of the 
Iron and Steel Controller should have evolved a more reliable and 
rational method regarding pricing of the material i n v o l e  in barter 
deals. As regards the distribution of the hnported steel, the Sub- 
Committee were given to und-tand that after about 120 days of 
the import of materials, the importers are permitted to sell it to the 
quota-holders. The Sub-committee feel that some cheek should be 
exercised by the dece of the Iron and Steel Controller on such 
releases of steel to the quota-holders by the importers so as to a d d  
any possibility of the sale to unauthorised pemmona 

Dealings with the Parties 

(a) Ramification of the Parties 

I S .  Multifariaur actidties 

4.121. ,The Sub-eommittee have been informed that of the, six 
,parties, with whom these barter deals were, qntered iqto, three (uiz. 
Amin Chand Payare Lal, Surrendra Overseas, Apeejay Pvt. Ltd. 



belong to the same group. This group has m a 1  other h in 
various activitiee, and in steel alone there are 21 firms (list at Ap 
pendix XXXIX). 

4.122. Other two firms viz. Messrs Ram Krishan Kulwant Rai, 
Khem C h a d  Raj Kumar involved in these deals are also stated bo 
be inter-related with M/s. Amin Chand Payare La1 group of flrms. 
These parties have their own associates (list at Appendix XL). 
11. Predominance in Steel Trade 

4.123. I t  was stated by the Secretary of the Ministry during evi- 
dence that the share of Amin Chand Payare La1 group of fInns was 
9 per cent in imports and 12 per cent in exports elf steel in 1959. 
It increased to 59 per cent and 60 per cent respectively in 1960. 

111. Ex-employees working in these firms 

4.124. A few of the ex-employees of the office of the Iron and 
Steel Controller are working in these firms. 

IV. Cases of employees under investigations 

4.125. For irregular dealings with these firms, cases of some of 
the employees of the adftce of the Iron and Steel Controller have 
been/are being investigated by the SPE. In one case one of the 
ofllcels of the office of Iron and Steel Controller is being prosecuted 
in the court of Special Judge, Delhi. 

V. BZack1istinglsuspension of business dealings 

4.126. The Sub-Committee were informed that a number of times 
Government had blacklisted or suspended business with M/s. Amin 
Chand Payare La1 and their associates es follows:- 

No. of times 
blacklisted/ 

Name of the Party suspension of Period 
business 

Remarks 

I) Amin Chand i) 4-8-54 to Done by Ministry of 
Payare La1 2 29-1-57 Works, Housing & 

Supply. 
ii) 31-7-63 to Done by Ministry of 
31-7-65 Iron & Steeel. 

a) Surrendra Ovcrseaa 2 i) 26-10-56 to Done by M b n i  of 
29-1-57 Works, Housing & 

Supply. Ministry of 
Iron & Steel. - -- 



3) Surrendra Overseas I 
Ltd. 

4) International Sani- I 
tary Engineers. 

5) India Engg. Works. I 

6) Metal Import, I 
Calcutta. 

7) Apeejay Private Ltd. I 

8) Amin Chand Payare I 
La1 Tin Container 
Unit. 

ii) 31-7-63 to Done by Ministry of 
31-7-65 " Iron & Steel. 

31-7-63 to 
3 1-7-65 ' Do. 

15-9-54 to Done by Ministry of 
29-1-57 Worh, Housing & 

Supply. 
4-8-54 to 

29-1-57. DO. 

3 1-7-63 to Done by Ministry 
31-7-65 ' of Iron & Steel. 

Do. Do. 
Do. Do. 

- -  - 

It was also stated by the Ministry otf Lron & 'Steel that they 
issued an order on 16th November, lS2 that all business dealings 
with Arnin Chmd Fayare lal group of firms should be suspended 
by HSL and Iron & Steel Controller until the dispute leading to 
accumulation of semis at the ports was finally settled. This suspen- 
sion still continued. 

4.127. The Sub-committee enquired about reasons for suspen- 
sion of business by the Ministry of Iron & Steel with M/s. Amin 
Chand Payarelal for two years from 31st July, 1963 to 31st July, 
1965. The Secretary of the Ministry stated during evidence that 
this case related to the disposal of some 700 tons of imported rounds 
in an irregular manner by Surrendra Overseas (an associate of 
MIS. Amin Chand Payarelal). Office note suggested that "there 
can be two ways Surrendra Overseas can be penalised. They can 
be black listed or business dealings might be suspended. Both can 
be of permanent nature or for particular period. Suspension of 
business dealings with the firm and itst allies and associated con- 
cerns with the Iron & Steel Controller for a period of 2 pears will 
meet the requirements of the case. That was accepted, The Minis- 
ter said it will be a general order so that other Government depart- 
ments and Government institutions also do not deal with this 
firm.. . . . . . . . . . .. Then the letter from Iron & Steel Controller came 
enquiring into the matter. This was then discussed with the 



a n i s t e r  and he said that it was not his intention to include trans- 
port lines within the scope of his order. After reconsideration he 
decided that it is enough if our order was to suspend dealings with 
M/s. Surrendra Overseas and allied concerns for 2 years only. This 
will apply only to Iron & Steel Controller." 

Asked why the Minister changed his mind that the order should 
not be communicated to the other departmmts, the witness stated 
that a letter dated 17th July, 1M3 from the Controller enquiring 
whether business suspension was to be applied to Apeejay Lines 
also was received. This was put up to the Minister who said it 
was not his intention to include transport lines such as Apeejay 
within the scope of his order. After reconsideration, he had decided 
that it would be enough if their orders for suspension of the busi- 
ness dealings with M/s. Surrendra Overseas and allied concerns 
were for 2 years. These orders would apply only to the Iron & 
Steel Controller. 

4.128. The Sub-committee are unable to understand the-circum- 
stances under which the Minister changed his previous ordqs so soon 
that the business'suspension with M/s. Aminchand Payarelal group 
of firms should not Iw communicated to other Government De- 
partments. 

(b) Favours shown to Parties 
Unauthorised Imports by Mls. Metal Imports, cleared by rhc Steel 

Con troller 
4.129. In June, 1959 a barter deal involving export of pig iron and 

import of steel was entered into by the Iron and Steel Controller 
with M/s. Metal Import Private Ltd. (an associate firm of MIS. 
Amin Chand Payare Lal). On 819th September, 1959, the Iron and 
Steel Controller wrote to the Ministry to say that the Arm had 
shipped some steel plates (about 1,000 tonnes out of a total quantity 
of 8,500 tonnes) and that "an the assumption that the procedure 
about import prior to export by giving a bank guarantee for 20 per 
cent of the C.I.F. value of the deal would be applicable t~ this parti- 
cular deal, we have as a very special case, and after giving a warn- 
ing to the firm, issued customs clearance permit for this material 
in order to avoid any demurrage" (letter at  Appendix XU). 

Asked why goods imported without a valid impbrt licence 
were allowed to be cleared, the Secretary of the Ministrp stated 
during evidence that "Import licence was there; it was, on the condi- 
tion that import would b6 made (8fter th; expop .  This,was not . 
pnviouly  a pre-irnprt case. It was a b & k  case of q ~ p o r t  against , , 
import The import licence has been issued subject to the condition , 



that exports would take place ffrst and that condition was disregard- 
ed by the party. Therefore, the warning was given." When point- 
ed out that it was a conditional import licence and was not operative 
till the exports were made, he admitted that "they were .not validly 
supposed to operate on that". 

4130. One of the reasons given for issuing customs clearance 
permit was to avoid demrnurage. On being pointed out that the 
demurrage was to be paid by the party and they therefore gave the 
C.C.P. in the party's interest, the Deputy Iron and Steel Controller 
stated that "they asked for it and we accepted, after giving warn- 
ing". He also stated that normally they did not give clearancx 
certificate for unauthorised imports. When asked under what 
authority they gave permission for clearance of such unauthorised 
imports, the Secretary of the Ministry stated that "the Steel Con- 
troller as the licensing authority will have the power". In a sub- 
sequent written reply they have stated as follows: 

"Iron and Steel Controller has powers under the Import and 
' Export Control Act to issue I/Ls. or C.C.Ps. provided the 
item desired to be imported is licensable by him. In 
exercise of these powers and taking into account, the 
circumstances of each case, orders were given by him 
in each individual case. 

In this connection, clause 3(i) of Imports (Control) Order 1955 
(as amended upto 18th March, 1964) is reproduced below:- 

"Restriction on Import of certain goods-(i) save as other- 
wise provided in this order, no person shall import any 
goods of the description specified in Schedule I except 
under, and in accordance with, a licence or a customs 
clearance permit granted by the Central Government or 
by any officer specified in Schedule 11." 

4.131. Asked whether there were any other cases in which the 
office of the Iron and Steel Controller had allowed clearance of 
imports without valid import licence, the witness promised to 
funiish the information later. This has since been received and 
is at Appendix XLII. Some of these other cases are briefly dis- 
cussed here 'under : 

(1) M I S .  Ram ,KK&han Kulumnt Rai 
) I 

4132. A barter deal lic nee .was kped  to this party on 7th 
August, is61 for @port Of04g81.% &I;/Tons of B.P, sheets Hot Rolled 
and Cold R6lled: sheets a, 6.i.f.' value of RS. 28:9p lakhs, with the 
stipulation that the "foreign exchange will be adjusted against the 



foreign exchange to be earned by the export 04 pig iron-Remit- 
tanca  will not be permitted to be made till export." 

It was, however, noticed that the shipments for importing the 
following consignments, were effected on 10-6-1961 and 30-81961, i.e. 
prior to issue of the import licence: 

(i) 2949.183 MiTons , .  of B.P. Sheets valued at Rs. 20,80,943/- 
(ii) 1090.817 MITons B.P. sheets Cold Rolled valued at 

Rs. 7,41,457/-. 
(iii) 81.39 M/Tons Cold Rolled Steel Sheets valued at 

Rs. 57,428,-. 
4.133. To regularise the above shipments against the barter sanc- 

tion, import licences were issued as per Controller's order and there- 
after C.C.Ps. were issued for the above aonsignments. 
(2) State Trading Corporation of India with LIA to MIS. Amin 

Chand Payarelal 
"The following Barter Import Licences were issue to State 

Trading Corporation of India Ltd., New Delhi with L/A to M/s. Amin 
Chand Payare Lal, 135, Canning Street, Calcutta with the condition 
that foreign exchange against these licences is adjustable against 
foreign exchange earned by export of Manganese Ore: 

L.No. & Date Materials Qty. in C.I.F. Value 
M/Tons in rupees 

I. SIC/BR/D/IOOI/~~ ' Drum Sheets Cold 1305 '479 I 1~08,400 
dt. 8-2-61 Rolled. 

2. SIC/BR/D/IWI/~~ MIS. Cold ~o l l ed  508 727 493 1,- 
dt. 8-2-61 Sheets Deep Draw- 

ing. 

3. SIC/BR/D/IOOI/~~ ' Do. 536.91 ' 4,77~620 
dt. 8-2-61. 

Shipments of all consignments relating to the above Import 
Licences were effected an 6th November, 1960, 3rd November, 1960, 
23rd November, 1960, 28th November, 1960 i.e., prior to issue of the 
above Import Licences. 

"Shipments of materials before issue of the above import licences 
were condoned by Controller." 
(3) M/s. Amin C h a d  Payarelal 

4.134. "MIS. Amin Chand Payafelal, Calcutta imported one con- 
signment of M. S. Sheets for a C.I.F. value of Rs. 6,64,372/- at Born- 
bay without any licence. The consignment was considered as un- 



authorised. However, on firm's undertaking to re-export the entire 
consignment to the Country of Origin, the Iron and Steel Controller 
granted a clearance permit (without any Exchange Control copy for 
remittance) for clearance from port and storage in their godown for 
onward re-export. For execution of re-export suitable Bond was 
abt ained" b 

(4) M / s .  Apeejay Private Ltd. 

4.135. "M/s. Apeejay Private Ltd. Calcutta imported two consign- 
ments of M. S. Sheets for C.I.F. value of Rs. 2,15,684/- and Rs. 
7,32,165/- at Calcutta without any licence. The consignments were 
considered as unauthorised import. However, on firm's undertaking 
for re-export the entire consignments to the Country of Origin, the 
Iron and Steel Controller granted Clearance permits (without Ex- 
change Control copies for remittance) for clearance from Port and 
storage in their godown for onward re-export. For execution of re- 
export suitable Bond was obtained." (This case has been dealt with 
below separately). 

4.136. From the above the Sub-committee find that in quite few 
cases parties imported materials either without anw valid licence 
or without any licence at all. It seems that the parties took the 
office of ,the Iron & Steel Controller for granted to issue them any 
licence whenever they required etc. In the case of MIS. Amin Chand 
Payarelal and Apeejay (P) Ltd., (this case has been dealt with sepa- 
rately also) there were no import licences and the consignn~ents were 
considered as unauthorised imports. Even then the office of the 
Iron & Steel Controller granted C.C.Ps. (without exchange control 
copies for remittance) and permi3sion for storage in their godowns. 

4.137. The Sub-Committee feel that the granting of C.C.Ps. in 
these cases was irregular and action should have been taken against 
the parties under the lmport and Export (Control) Act, 1947. 

The Sub-Committee also fail to understand how the shipments of 
the materials in the case of M/s. Ram Krishan Kulwant Rai took place 
in June, 1961 when barter import license was given on 7th August, 
1961 and in the case of M/s. Amin Chand Payarelal (transaction 
through the S.T.C.) the shipment of all the consignments took place 
in November, 1960, when the import licences were issued in February, 
1961. The Sub-Committee feel that the shipment of the materials 
before the sanction af the imp& licence was a clear case of un- 
authorised import and action should have been taken under the Sea 
Customs Act and Import and Export (Control) Act, 1947. The con- 
donation of these uregularities regarding shipments made prior to 



the issue of import licences by the Iron & Steel Controller was in the 
opinion of the Sub-committee, a serious lapse. 

4.138. It is strange that such unauthorised imports have mainly 
been made by the same group of firms and they had been condoned 
by the office of the Iron & Steel Controller. The Sub-Committee 
would recommend that Government should go into all these c w  
and find out the precise reasons for these irregularities so as to plug 
loopholes, if any, in the existing regulations to avoid recurrence of 
such cases. 

Manipulation of imports by M l s .  .Apejay Pvt. Ltd. 

4.139. Full details of the barter deal entered into with M/s. Apee- 
jay Private Ltd. were not furnished by the Ministry of Iron &: Steel in 
written replies due to the reasons that the case was with the Special 
Police. Asked in what connection the case had been taken by the 
Special Police, the Joint Director, Central Bureau of Investigations 
stated during evidence that they received a report from the customs 
that this firm had imported goods (in October, 1961) worth Rs. 9 
lakhs without an' import licence and they had detained the same. 
But later on clearance permit was granted by the office of the Iron 
& Steel Controller on the condition that these goods should he re- 
exported by 30th December, 1961. This date was further extended 
from time to time. At the time of re-export of the goods on 30th 
October, 1962, it was found that they were not the same goods as 
had been imporled. Their investigation had been completed and the 
matter was now pending with the Central Vigilance Commission. 

4.140. Asked why the office of the Iron & Steel Controller allowed 
clearance of these unauthorised goods, the Secretary of the Ministry 
stated in evidence 'that "The firm when it imported this particular 
material had a valid licence for import against barter deal for a 
particular value. Because the firm was able to import the goods in 
its own ships, there was some saving in foreign exchange in freight 
and, therefore, it exceeded the quantities which had been mentioned 
in the licence and brought extra s ted for the amount of foreign ex- 
change which had been saved in freight. . . . . . So the Steel Codtroller 
allowed it to be cleared frbm the customs because no foreign ex- 
c h ~ g e  was invol~ed but said that this must, ? reexpoyted." When 
pointed out th i t  since the goods w&fe to, be re-exported whpt wm 
the need fbr kontroller's clearance ajlb {hey '-could have been dealt 
with by the customs, the Deputy Iron & Steel Controller stated that 



Arm represented to them that "these materials had already been un- 
loaded and they had thought that it was within their right. We 
disallowed their claim. Then they represented to us that because 
they had already unloaded it and were paying heavy wharfage, they 
may be allowed to take them back and this request was acceded to." 
I t  was also stated that it was laid down in the customs clearance 
permit that the goods will be stocked in some godown and inspection 
both prior to clearance and then every week thereafter carried out 
till they were re-shipped. 

4.141. The Sub-Committee pointed out that the goods in question 
were imported without any valid import licence and they could have 
been seized by the customs. The Secretary of the Ministry stated 
"all that I can say is that this particular matter is with the Central 
Vigilance Commission." On being asked as to why the goods in 
question should be cleared from the docks and brought to the go- 
downs and if they did that what would happen to the foreign ex- 
change. The Secretary of the Ministry stated "on re-export we will 
earn foreign exchange." Asked whether they actually earned foreign 
exchange, he added "what happened ultimately was that the Ministry 
decided that since this thing (semi-plate) was urgently required by 
the country, a part of it was utilised here." 

4.142. When pointed that this manipulation of imports to the 
extent of Rs. 9 lakhs should have put the Controller's officers on 
guard, and they should have enquired as to how the foreign exchange 
was found and where the malpractice was taking place and reported 
the matter to the Foreign Exchange Control, the Secretary of the 
Ministry stated that he could not tell whether the Steel Controller 
went into the matter or not without looking at the file and undertook 
to furnish a note later (Not received-awaited). 

4.143. In this context, the Sub-Committee were also given te 
understand that Amin Chand Payarelal group of firms has a shipping 
Company of their own called the Appejay Lines, When asked whe- 
ther it had ever occurred to the Steel Controller that because these 
parties might be importing the cargo in their own ships there could 
be manipulation about quantity in the w i f e * ,  bills of lading, etc., 
the Secretary of the Ministry replied in the negative and added that 
custorp exercised some checks in this regard. 

4.144. The Sub-Cor'mhittee also understand from the note iurnish- 
ed b y  the !3l!g in this case that Mls. Apeejay (P) Ltd., Calcutta sub-, 
mitted applications to the Iron & Steel Controller on 12th October, 
1961 for customs clearance permits in respect of consignments which 



were imported without any valid import licence. The Arm in their 
application kept column 4 regarding No. and date of import licence 
against which shipment was made, blank. 

4.145. On being asked about it the firm requested for clearance 
against their previous licences Nos. 60, 95, 96, 97 and 98 but on scru- 
tiny it was found that the balance against these licences was almost 
nil. On 30th October 1961, the Iron & Steel Controller, therefore, 
ordered that "the material should be taken back from the country." 
One of the officers viz. Assistant Director, Shipping an ex-offlcio 
Deputy Iron & Steel Controller had even then pointed out that the 
goods having arrived without licence, final adjudication proceedings 
lay with kstoms and the question of issue of custom clearance per- 
mit did not arise. However, Controller's orders were communicated 
to the firm in a letter dated 1st November, 1961 for reshipment of 
the materials to the country of origin. 

4.146. The firm in their application dated 1st November 1961, 
prayed for the issue of C.C.P. to avoid unnecessary expenditure and 
undertook to arrange re-shipment after clearance. In the office of 
the Iron & Steel Controller, the Assistant Director of shipping again 
advised against the issue of C C.Ps, while another Deputy Controller 
suggested that the firm should be required to store some materials 
in their bonded warehouse, but was doubtful about the propriety 
of issuing the C.C.P. The matter was discussed on 4th November, 
1961 and the Controller decided to issue customs copy of the import 
licence without exchange control copy on the firm giving bank-gua- 
rantee for 10 per cent of the cost and freight value of the goods and 
on their undertaking to re-ship the materials on or before 
30th December, 1961. The proposed bond was referred to the 
hvernrnent Solicitor on 6th November, 1961 for vetting. The 
Government Solicitor expressed the view that there was no provision 
in the Iron & Steel Control Order empowering the Controller to 
issue order for ieshipment of the material unauthorisedly imported. 
He felt that only the Collector of Customs had these powers. In 
disregard of this opinion, C.C.Ps were issued on the conditions (i) 
that the goods will be reshipped to the country of origin by 30th 
December 1961, and will not be sold in India; (ii) that the goods 
will be stocked in some of the godowns of the finn and will be sub- 
ject to inspection both prior to clearance and also every week after 
clearance by an inspector of the Iron & Steel Control Organisation; 
and fiii) the party would execute bond on adequately stamped 
paper for 10 per cent of the c.i.f. value together with the Reserve 



Bank of India crmcurrence. !L'he Sub-Committee also noted from the 
note d the S.P.E. that the goods were n ~ t  inspected weekly as pres- 
cribed in the C.C.P. 

4.147. The note of the S.P.E. also indicated that when these goods 
were being reshipped, it was observed that M/s Apeejay Pvt. Ltd. 
vide shipping bill No. 1379 dated 30th October, 1962 tendered for re- 
export of 104 bundles weighing about 200 M/Tons and an inspector 
of the Iron & Steel Controller Organisation certified the same on the 
shipping bills. Similarly on 6th November, 1962 the same inspector 
certified another bill No. 532 dated 6th November, 1962, for 294'501 
M/Tons. When few of the packages were opened and checked by 
the Customs after receipt of information of mis-declaration, it was 
found that the actual weight was less than what had been declared. 
It was found that first case consisted of 103 bundles weighing 83.92 
M/Tons zs against 104 bundles of declared weight of 200 M/Tons 
vide shipping bill No. 1379 of 30th October, 1962. SimiIarly against 
shipping bill No. 532 dated 6th November, 1962 for 294-501 M/Tons 
consisting of 168 bundles it was found that there were 169 bundles 
weighing only 93.280 M/Tons. There were thus false declarations in 
respect of weight and there was also false certification by the office 
of the Iron & Steel Controller. 

I 4,148. In this case, M/s. Apeejay (P) Ltd. imported materials 
I worth Rs. 9 lakhs without any import licence. When this unantho- 
I r i d  material was caught by the customs, the party was able to get 

it released by getting a custom clearance permit from the Iron & Steel 
Controller. What is most objectionable in this case is that the Iron 
& Steel Controller disregarded the views of the Government Solicitor 
and Assistant Director of Shipping and issued the custom clearance 
permit in favour of the party. But for this C.C.P. the goods would 
have been confiscated by the customs and action could be taken 
against the party under the Import & Export (Control) Act, 1967. 
Another disquieting feature of this case is that even when the party 
undertook to re-export the material imported unauthorisedly, they 
made a false declaration regarding the weight of the material etc., 
and an officer of the Iron & Steel Controller Organisation gave a false 
certificate certifying accuracy of the quantity declared. 

4.149. The Sub-committee feel that there were several lapses in 
this case which are as follows:- 

(1) The application of the Arm dated 12th October, 1961 was 
vague and incomplete as they left column No. 4 regarding 
NO. and date of the iqport licence against which shipment 
was made blank, 



(2) The C.C.P. was issued by the Iron & Steel Controller in 
- spite of the objections raised by the Assistant Director of 

Shipping and the Government Solicitor. 

(3) Re-export itself was a concession to the party as other- 
wise the goods should have been confiscated. 

(4) The O&e of the Iron & Steel Controller did not ca'rry out 
weekly inspection of the goods in the godowns of the firms, 
as contemplated in their own instructions on C.C.P. 

(5) There was a false declaration at the time of re-export by 
the party an,d there was also a false certificate of the ins- 
pector of the Office of the Iron & Steel Controller. 

(6) No enquiry regarding payments in foreign exchange as 
well as other matters connected with this case have been 
carried out. Apparently there was a connivance of the 
Office of the Iron & Steel Controller in the whole tran- 
saction. 

4.150. The Suh-Committee regret to note that the action of the 
Office of the Iron & Steel Controller in this case left much to be 
desired. 

4.151. Since these parties have their own shipping line, the Sub- 
Committee feel that this should have cautioned the Office of the Iron 
& Steel Controller about the possibility of manipulation in manifest 
and bills af lading. But they regret to note that no notice of this 
seems to have been taken by the Iron & Steel Controller. 

MIS. Khem Chand Raj Kumar given indtptrial licences for tin 
plate plants despite defaults. 

4.152. The Subcommittee were informed that M/s. Khem Chand 
Raj Kumar were given industrial licences, for setting up two tin plate 
plants as follows:- 

(i) On 28th March, 1963 for a hat dipped tin plates plant of 
20,000 tonnes annual capacity at Calcutta; gnd 

I . I 
(ii) on I'lth September, 1964 for an electrolytic tin plate$ plant 

I '  

of 60,000 tannes annual capacity at Bombay. Futther 
- .  I 

irnpbdd tin mill blackf plat% (a ra* meterihll fok the 
above tinlplates) were released by the .Iron 8d Steel Cttn- 
troller to this party sinde February, 1961. a *  



~4.133. Asked why these licences were given when the pa@y had 
failed to fulfll its export obligation8 and how the 'raw material was 
released to them even prior to licencing, the Secretary of the Minis- 
try stated during evidence "the first one given on 28th March, 1963 
was not a fresh one. It was an industrial licence in the sense that 
this company had already been in the tin plate business and had got 
a licence from the Controller under the Iron and Steel Control Order 
some time in 1954. What happened later was, in 1963 they pointed 
out that their capacity was a little larger than the capacity which 
they had been authorised by the Controller (i.e. 10.000 tons). Since 
there was serious shortage of tin plate in the country at that time 
we permitted that capacity to be created." When pointed out that 
no scheduled industry could come into existence without permission 
under the Industries (Developing and Regulation) Act, 1951, he stated 
that "under the Iron & Steel Control Order, the Controller is per- 
mitted or authorised to issue licences for the setting up of an iron 
and steel industry (if it was a small scale industry with capital below 
Rs. 5 lakhs)." On being pointed out that a plant of 10,000 tons capa- 
city could not be established with less than Rs. 5 lakhs capital, he 
stated that "it was not a complicated sort of plant. Some heavy 
furnace was required for this plant. It would not cost much. Because 
of that and because there was hardly any foreSgn exchange involved, 
we agreed." He, however, promised to check up as to how this per- 
mission was given by the Controller and furnish a note later. The 
note received is at Appendix XLIII. 

4.154. As regards electrolytic plant, Bombay, the witness stated 
that "By 1964 it had become very clear to us that the production of 
tin plate in the country was not keeping pace with the demand. . . . . . 
At this stage M/s. Khem Chand Raj Kumar who were already in the 
tin plate business in a small way with their Calcutta plant came up 
With a proposal that they could import a second-hand plant from the 
Udited States for a comparatively small sum. We knew that the 
Rourkela tin plate plant which had a capacity of 1,00,000 tomes 
eventually had cost us Rs. 2! crores in foreign exchange. M/s Khem 
Chand Raj Kumar's proposal was for a foreijp exchange of Rs. 25 
lakhs with which he could get a tin plate electrolytic plant of 60,000 

: tonne3 qapacity. mis ,  seemed to ugi an extremdy attractive proposi- 
tion. . . . . .Therefore, in we pytborised this ,import both having 
~ e g q d  $0 the need for tin plate aqd the iqportaqce of producing 

, electrdgtic tin,plate instead af hot tin plate. The plant has actually 
gone into production." 



4.155. On beimg pointed out that at the stage of granting these 
licences they could have insisted on the party to complete their 
obligation for export, he stated that "this party has not re2udi- 
ated his past obligations to the best of my knowledge." When his 
attention was drawn to the correspondence between the o fke  of 
the Iron & Steel Controller and the party (Appendix XXXV) 
according to which this firm had been curt and not very polite with 
the office of the Iron & Steel Controller and had not written letters 
in a way they should have been written to a Government officer 
like Iron & Steel Controller, he admitted that "that is not very 
good, that I agree." He added that "I am advised, for whatever 
it is worth, that these letters are drafted by the legal advisers and 
they have in fact apologsed orally to the Steel Controller that this 
might go to court and so we have to take steps but we are sorry we 
have to write such letters." 

4.156. Asked on what basis the release of tin mill black plates 
(which totalled 6,776 tons between the period May to October, 
1965) was made to the Bombay unit before its going into production, 
the witness stated that "they first said that this would go into pro- 
duction in March. Secondly, their capacity in 60,000 tons a year i.e., 
5,000 tons a month consumption. They ought to have three or four 
month  stock". 

4.157. The par:y did not complete its export obligation. Against 
expected exports of Rs. 23.93 lakhs, they made actual exports of 
Rs. 7.33 lakhs only. They did not pay any heed to orders of the 

' office of the Iron & Steel Controller in this regard. On the other 
hand they had shown impolite behaviour in correspondence with 
the Iron & Steel Controller.In spite of this, the firm was given 
not only two industrial licences for setting up tin plate plants in 
1963 and 1964, but also imported raw material was .released even 
before the plant went in production without asking them to fulfil 
their past obligation regarding exports of semis. To say the least 
this was all very strange. 
Other Specid Favours 

4.158. From the written replies furnished by the Ministry of 
Iron & Steel, the Subcommittee noticed several other instances 
of special favours shown by office of the Iron & Steel Controller 
to M/s. Amin Chand Payarelal and their associate flrrns, including 
inter alia the following: 
(i) Unusual expediency shown in dealing with firm's letters 

For instance M/s. Amin Chand Payarelal wrote a l e t t e ~  on 13th 
September, l!XO to the office of the Iron & Steel Controller, who rep- 
lied that letter on the same day and on the next day he wrote to the 



fiRsbVs bankers @onfirming the reduction in .the amount of the bank 
yamtee.  On the other hand HSL wrote a letter to the office of the 
Irdn & %el C01f:troller on 3rd February, 1961 and it was acted upon 
by him on 10th April, 1961 i.e. after more than 2 months. (Appendix 
XXXV). 

The h r e t a r y  of the Ministry stated during evidence that "It 
Was a very f w t  work on their part." 

(2 )  Differential treatment to parties 
It  was noticed that the Steel Controller in his letters to various 

parties (M/s. Amin Chand Payarelal, V. D. Swamy, Sharda Bros.,. 
etc.) had made different stipulations in regard to the period of fur- 
nishing bank guarantees. The Secretary of the Ministry stated dur- 
ing evidence that it was before the procedure was crystallized by the 
Ministry's letter of 2nd February, 1960. As to why different 
procedure was followed for different parties before that he said 
"I cannot answer this." 

4.159. The Sub-Committee fail to understand how these special 
fmvours have eolltinued to be shewn by the office of Iron & Steel 
Controller to these groups of firma for so long. 
Cases repoded in earlier Audit Reports 

4.160. Cases in which undue benefit or concession was given to 
one or the other associate firms of M/s. Amin Chand Payarelal, as 
reported in various Central Civil Audit Reports, and the recommen- 
dations of the Public Accounts Committee on some of these cases 
are given in Appendix XLIV of the Report. Besides, this group of 
concerns owes large amount as surcharge to the Iron & Steel Equali- 
sation Fund, the recovery of which has been pending for a very long 
time. 

The Sub-Committee are constrained to observe that Governmeht 
had not taken a serious view of these objections; had they taken prb- 
per and timely a d o n  on the recommendations made by the hblic  
Accounts Committee in their earher; reports, the loss to Governmmt 
codd have perhaps h e n  avoide$ by stoppage of dealings with this 
group of firms. 

Conclusion 
4.16i. In the preceding pareg*aphs the S n b - C d t t e e  have 

. d m d ~  discusad in detil the various lapses which took place at 
didknsnt thge% in respect d t h  barter denls. The main idea 
behind these barter deals was to export semi-finished steel like 
billets ingots and slabs, etc., and to earn foreign exchange with a 
view to import finished steel. Very soon the dovernmeot deviated 
from this idea and by started allowing pe-imports. !l%e various 
2 Z  (Aii) LS-8. 



conditions prescribed by the Ministry of Finance for permittirg 
pre-imports were diluted, may not be delibmtely, by the mar t -  
ment of Iron & Steel. Whereas the Ministry of Finance had clearly 
stated that there should be a firm export contract, the office of the 
Iron & Steel Controller understood the same, from the instme- 
tions communicated by the Department of Iron & Steel, as merely a 
sales contract with H.S.L. Even this condition regarding ,verifica- 
tion of contract with the H.S.L. was not kept in view by the office ef 
the Iron & Steel Controller in a number of cases and they had te 
cancel such barter deals later. In one case (MIS. Ram Krishan Kul- 
want Rai) even an import licence worth over Rs. one crore was issued 
to that pariy without such verification. To say the least, the Iron & 
Steel Controller did not follow the instructions issued by the Depart- 
ment of Iron & Steel in their letter dated 2nd February, 1960. All 
this resulted in the failure of the parties to earn foreign exchange 
worth Rs. 236.60 lakhs. 

4.162. Another main condition laid down by the Department of Iron 
& Steel was to get the irrevocable guarantee to the extent of 157, 
of the value of import licence. Due to various reasons which the 
Sub-Committee have already discussed in detail, the Iron & Steel 
Controller got only limited and conditional guarantees. Even these 
limited and conditional guarantees were not pursued properly sa 
far as their enforcement was concerned; with the result that they 
expired and the Government could not forfeit them for failure 
of the parties to fulfil their export obligations. This resulted i r  
a loss of over Rs. 51 lakhs .to the Exchequer. The Sub-committee 
view this loss with' great concern. 

4.163. Another disquieting feature of the whole case is that 
even though the Government was obliged to black-list or suspend 
business with the parties quite a number of times in the past, the 
Iron and Steel Controller was not vigilant enough while entering 
into these deals with them. On the other hand even special favours 
were shown to these parties by issuing C.C.Ps. when they imported 
certain materials without any import licence -or by reduction. sf 
the amount of their bank-guarantdes in anticipation of the sanc- 
tion of the Department of Iron & Steel. F'urther even when the fail- 
ures of the parties took place in 1960, show-cause notices were issued 
to them in April, 1964 only. The parties have not yet been penalised 
departmentally or otherwise for their failures. There were thus a 
number of failures on the part of the Ministrylthe office of the Iron 
& Steel Controller. 

4.161. There were many $e£aults on the part of the parties also 
in these deds. They failed to fulfil their expert obligations attach- 
ed to them imports. Apart from this some of them were respond- 



ble for bringing mat&ls into the country without any W r t  
licence and also in furnishing false information in manifest and 
t4e b i b  of lading. Many officers of the o&e of the Iron & Steel 
Contrdler (Senior/Junior) are involved in irregular deeh with . 
these parties. Further many officers of the Controller's o fhe  have 
a&er retirement/retrenchment/resignation/dismissal found employ- 
ment in 9ne or other private firms (including those in this group) 
dealing with import/export of steel. 

There is also a claim of over Bs. 61 lakhs of H.S.L. against f e a  
of these parties. In connection with the dealings of these parties 
with the H.S.L., the Committee on Public Undertakings of the 
Parliament have already recommended a thorough enquiry at ibe 
highest level in para 139 of their 11th Report. 

4.165. Briefly there were the following serious lapses in this 
case: 

1. Issuing of instructions prescribing the conditions for pre- 
import licences in ambiguous terms by the Department of 
Iron & Steel. 

2. Failure of the Office of the Iron & Steel Controller in: 

(a) verification of the existence of firm export contracts; 
(b) taking limited and conditional bank-guarantees in 

place of absolute bank-guarantees; 

(c) not watching the bank-guarantees properly and their 
renewal in time; 

(d) not enforcing the bank-guarantees; 
(e) issue of C.C.Ps. in cases where the parties imported 

materials without any valid import licence; 
(f) failure on the part of the offhe to investigate how un- 

authorised imports were financed by these parties; 
(g) giving of a false certificate on the bills of lading of M/s. 

Apeejay (P) Ltd. by an ofRcer of the office of the Iron 
& Steel Controller; 

(h) delay in taking action against the parties due to failure 
in fulfilling their contractual obligations. 

Apart from the above, there were other serious lapses 
on the part of the Iron & Stet1 Controller organisation, which 
have been discussed in detail in the preceding paragraphs. 

4.166. The dealings of the parties have also not been found above 
board. They imported materials in some cases without import 
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4.167. In view of the lapses which have taken place in t h w  
deals, both in the gffices of the Government as well as on the part 
af tlr.'~? Mks, t h a  hiisks fgqtifre A thototigli ~trobe. h th'e h s e  of 
tW oacers of the Geverhment, the Sub-Committee also desire that 
r&sfioll&ibillity ~houkd be fixed for ,the v8t.ious lapas. The ~ t t b -  
Cbniniittee theueftrre, suggest that these cases shod d be InDestigsltl.i 
by a high powered Committee which should consist of a person af 
the status of a High Court judge; rm efficer from the office of the 
Comptroller & Auditor General of India; an officer from the Central 
Board of Revenue well-versed in Customs Law, Import and Export 
(Cohtrol) Act 1947 and Income-tax Law. This high powered Com- 
mittee sAould be suitably assisted by an agency expert In investiga- 
tion af the cases. 

4.168. This high-powered Committee should investigate the  
vdtfdu$ lacs wfiich have been dealt with in this report in all the 

- yecedby paragraphs. 

4.169 The Sub-Committee also desire that pending the fulfil- 
l m t  & &?x@rt dbligatfMrs dtticbed to these import licences, or the 
completion of the above investigation fwhkh ettM is earlier), the 
Government should suspeird all fukther dbalings vkith the Uefaulting 
e m s ,  as was envisaged in the Ministry's pelicy letter dated the 2nd 
February, 1930. 

NBW D ~ H I ;  R. R MORARKA, 
a r ~ t  AWZ, ~ m .  - Cfultrman, 
1st Vaisaklm, 1888 ( S ) .  Sub-Committee of the Public 

Accounts Committee. 



APPENDIX I 
(Vide Para 1.4, of this Report) 

List of additionat Points in respect of Para $8 (Fuilure to forfeit 
bond amaunts due to G o v e r w w )  of Audit Report (Civil) on. 
Revenue Receipts, 1965. 

1. When was the Export Promotion Scheme first introduced and 
what were its salient points? 

2. The total number with value of import licences issued during 
egch year since 1957 under the above Scheme. 

3. Conditions, if any, on which the above licences were issued. 

4. Whether those conditions were observed or any default was 
committed. 

5. Names of parties who committed the default and the penalty, 
if any, imposed on them. 

6. Statement showing the total elrprt,  commodity-wise and year- 
wise, due to the Export Promotion Scheme since 1957. 

7. Statement showing the changes made from time to time in 
the Export Promotion Scheme. 

8. Names of the countries to which our exports have increased 
since 1957 as a result of this export Promotion Scheme. 

19. Whether the Export Promdion Scheme has been abused by 
any firm or party and, if so, the qeture of such abuse, and the action 
taken by the Government thersqn. 



APPENDIX I1 

(Vide Para 1.4 of this Report) 

Information re. Art Silk Fabrics Export Promotion Scheme 

GOVERNMENT OF INDIA 

MINISTRY OF COMMERCE 

SUBJECT:-PU~~C Accounts Committee-consideration of Audit 
Report (Civil) on Revenue Receipts, 1965-Para 88, 
failure to forfeit bond amounts due to Government. 

Will the Lok Sabha Secretariat kindly refer to their O.M. 
No. 21113165-PAC, dated the 25th May, 1965, and 2nd July, 1965 om 
the subject mentioned above? 

2. The information so far collected in respect .of the Artsilk 
Fabrics Export Promotion Scheme for the period 1st January, 1957 
to 6th March, 1959 is given below seriatim:- 

1. A provision was made for the import of artsilk yarn against 
. Exports of Artsilk fabrics against Serial No. 177 (An- 

nexure A) Part IV Section I1 of the Red Book for t he  
*pried J a n u a r y J u n e  1957 ix., with effect from 1st  

January, 1957, Licences were to be granted under this 
scheme on the basis of 213rd of f.0.b. value of actual 
exports of artsilk fabrics irrespective of whether 
the exporter was a manufacturer or not. The licences 
were to be granted after exports had actually taken place, 
against applications made on quarterly or half yearly basis 
as was convenient to the manufacturerlexporter. This 
Scheme was also extended (Annexure B) to the exoprt of 
artsilk hosiery goods against the actual exports effect& - 
after 31st December, 1956. 

This changes effected from time to time in the Scheme are 
indicated in Public (Annexure C) Notice No. 57-I.T.C. 
(PN)/57, dated 28th August, 1957 and also in Appendices 
X U 1  of the Red Books for April-September, 1958; and 
October 1958-March, 195-f which extracts are enclos- 
ed. (Annexures D. & E.) 

2. Please see Statement I enclosed. 

3. Please see Statement I1 enclosed. 
& 106 



4. According to the Scheme prevalent during 1957-59 the 
licensing was done on a prospective basis as well as on the 
basis of past exports; the prospective basis started on 1st 
July, 1957. 

In the case of prospective licences, a bond with bank guarantee 
was taken froni the exporter and in cases where the 
exporter did not fulfll export obligations laid down under 
the Scheme, as amended from time to time, such bonds 
were forfeited by the Government. The total value of 
defaults in the case of prospective licences during the two 
year period comes to Rs. 55 lakhs. The question of loss 
of revenue in this category of licences does not arise as  the 
requisite amount under the bonds had been recovered. 

In the case of past exports i.e., established exporters, .licences 
were issued only to those exporters who had actually 
effected exports during the quarter or six months after 
the introduction of the Scheme and subsequently amended 
from time to time. In the beginning, the established ex- 
porters were required to give a bond with bank guarantee 
ranging from 10% to 50% of the value of the licence with 
a view to achieving that the exporters again effected ex- 
ports equal to the value of the goods imported by them. 
the object behind this being to ensure the continuity of 
exports for the sake of export promotion. It  was subse- 
quently decided during the October 195&March, 1959 
period to take only simple bonds from the exporters for 
a reasonable amount and the bank guarantee was accord- 
ingly dispensed with. Therefore, with effect from 6th 
February, 1959, the exporters were merely required to 
give a simple undertaking instead of a bond to effect 
further exports of the value of imports effected by them. 

The above decisions were taken on the ground that in res- 
pect of licences granted on prospective basis, the exporters 
had to effect exports only once against import licences 
granted to them while in respect of established exporters 
they were required to effect exports on a continuing basis 
once they started earning entitlements. There was 'thus 
a discriminatory element applying to them as compared 
to the prospective exporters. The established exporters 
had already earned foreign exchange after the intnduc- 
tian of the Scheme against the ertports effected, while the 



prospactive e q p ~ t e r s  did not earn foreign exchange in 
advance. lkrrin@ the ourremy of the Scheme, however, 
fru. the sake of export prmotiorr, the condition of further 
exports was not disturbed thus helping to rnajntain con- 
tunity of exports to the extent possible. The condition of 
further exparts in the case of est+blished exporters may 
nat have bnen insisted upon. Qn the susp4wsion of the 
then existing Scheme, however, the condition could not in 
any case be enforced. 

5. The required information is still awaited from the Licens- 
ing Authorities and will be forwarded as soon as it is 
received. 

6. Please see Statement I11 enclosed. 

7. Please see answer to enquiry No. 1 above. 

8. The countries to which our exports have increased since 
1957 as a result of this export I?romtion Scheme are:- 

Aden, Afghanistan, Ceylon, Iran, Malaya, Mauritius and 
Singapore. 

9. The following abuses in the Export Pmmotion Scheme came 
to the notice of the Government: - 

1. Over-invoicing of exports; 

2. Exporting of sub-standard fabrics. 
Because of these abuses the h p r t  Promotion Scheme was 

suspended on 6th March, 1956). 

3. The delay in replying is very much regretted. 

G. R. KADAPA. 
Deputy Secretary. 

The Lok Sabha Secretariat (PC), New Delhi (with 5 spare topics) 
Ministry of Commerce U.O. No. 5 (19) 164-Tex ( F )  , .dated the 
11th July, 1965. 

Copy with a copy of the enclosures forwarded to:- 
4 

l.A.G.C.W.M., New Delhi. ( S h i  M. j$. Jain, Assistant 
Accoqqts OfHcer) . 

2. Shri P. Sabanayagam, m e f  Coam?r of bports and 
Exports, New Delhi, rith the qwt that informntion 



required q-&r itan 5 (ie., awes of the parties who com- 
mitted the & f a u l t  a d  penalty, if any iqposed on them) 
may please be arranged to be furnished to the Ministry 
at once. 

3. Budget Accounts Section (with 40 spare copies). 
(G. R. KADAPA), 

Deputy Smretaty. 

Copy of CMice Memorandum No. 21 1131651PAC dated 25-5-1965 from 
Lok Sabha Secretariat New Delhi to the Ministry of Commerce, 

New Delhi. 

. S u ~ ~ ~ c ~ : - P . A . C . - - C M e r a t i o 7 2  of Audit Repmt (Civil) on 
Revenue Receipt, 1965. 

The undersigned is directed to request the Ministry of Commerce 
to furnish 40 copies of the notes duly vetted by Aufit op the follow- 
ing points in respect of Para 88 (failure to forfeit bond amount due 
t o  Government) of Audit Report (Civil) on Revenue Receipts, 

When was the Export Promotion Scheme first introduced 
and what were its salient points. 

The total number with value of import licences issued dur- 
ing each year since 1957 under the above scheme, 

Conditions, if any, on which the above licences were issued. 
Whether those conditions were observed or any default was 

committed. 

Names of parties who committed the default and the 
penalty, if any, imposed on them. 

Statement showing the iota1 export, commodity-wise  nil 
year-wise, due to the Export Promotion Scheme s ina  
1957. 

,. Statement showing the changes made from time to time in 
the Export Promotion Scheme. 

8. Names of the countries to which our exports have increased 
since 1957 as a result of this export promotion scheme. 

9. Whether the Export Promotion Scheme has been abused by 
any firm or party and, if so, the nature of 8uch @buse, and 
the action taken by the Government thqrscra. 

2. The information may please be furnished by the 35th June. 
I965 for the information of the P.A.C. 



ANNEXURE-A 
Extrocu from Import Trade Control Policy Book for thc Liunsing peried January-June, 1957 

Put and Licensing Policy for Validity of 
S. No. of Description Authority Established licences 
I.T.C. 1 Importers 

Schedule 

177 Art Silk Yarn & Thrcad . Ports 15% Six months * 
( 7 )  A specific ailing has also been set a w r t  

fo r  licensing "art silk yarn" V t  X t U d  
export after 31-12-1956 of ''Indian Art silk 
Fabrics", but for this purpose, erporta to 
Nepal, Tibet, Sikkim, Bhutan and Portuguer# 
Possessions in India will not be taken into 
account. Licences will be granted on a bask 
of ~ ' 3 r d  of the f.0.b. value of actual Fporta 
of Indian Art silk Fabrics, irrcspecuve of b~ 
whether the exportcr is a rnanufactunt or 
not. Liccnixs will be granted only. qfttr 
exports have taken plaa and apphatmns 
can be made each quarter or on half yearly 
basis, as may be convenient. Such licencc8 
will be subject to all other conditions men- 
tioned in remark (3). An additional condition 
for grant of these licences will be that re- 
import of the exported consignment of Art 
s ik  fabrics, against which a l i a n e  is being 
sought under this provision, will not be allowed 
and, for this purpose, the Licensing Auth* 
may either obtain an affidavit from the .pH- 
cant or satisfy itself that Pctual payment h a  
already bcen reaived. 



ANNEXURE-B 

MINISTRY OF COMMERCE AND CONSUMER INDUSTRIES 
(Import Trade Control) 

Public Notice No. 26-I.T.C. ( P N )  157 

New Delhi, the 18th March, 1957. 

SUBJECT: -Import of Ar t  Silk Yarn falling under S. No. 177 Part  ZV 
of I.T.C. Schedule during January,-June, 1957 period. 

Attention is invited to the remark (7) appearing against S. No. 177 
Part IV in Section I1 of the Import Trade Control Policy Red Book 
for January-June 1957 period, wherein it has been provided that im- 
port of Art  silk yarn will be licensed against actual export after 
31-12-1956 of art silk fabrics, provided certain conditions stated there- 
in are satisfied. 

2. It  has been decided to extend this concession to export of Indian 
art silk hosiery goods also. The first sentence of that remark may be 
substituted by the following sentence: - 

"A specific ceiling has also been set apart for licensing 'art silk 
yarn' against actual export after 31-12-1956 of 'Indian art silk fabrics 
as well as Indian art silk hosiery goods' but for this purpose, export 
to Nepal, Tibet, Sikkim, Bhutan and Portuguese possessions in India 
will not he taken into account." 

Sd.1- S. K. SINHA, 
Chief Controller of Imports and Eqorts . .  

ANNEXURE--C 
COPY 

GOVERN~~WT OF INDIA 
MINISTRY OF COMMERCE AND INDUSTRY 

(Import Trade Control) 
Public Notice No. 57-ZTC ( P N )  157 

Dated 28th August, 1957 
I 

SURJECT:-Licensing of Art silk yam, Art silk fabrics, etc. under the 
Ex-port Promotion Scheme duTing July-Septenaber, 1957. 

Attention of the registered exporters is invited to the broad fea- 
tures of the Export Promotion Scheme as outlined in Appendix VI t o  



t he  import policy pamphlet f ~ r  the cqrrent quarter July-September, 
1957. 

2. With a view to stimulate exports of Indian art silk fabrics, it 
has heen dwided to grant import licences at the ports under the Ex- 
port Promotion Scheme for the import of permissible varieties of art 
silk yarn to ac twl  syportem up to the follgwing percentage of the 
rupee equivalent of foreign exchange earned on the basis of the f.0.b. 
value kxf the art  silk goods exported:- 

(i) 66-213 per cent. in the case of Indian art silk sarees, and 

(ii) 100 per cent. in the case of other Indian artsilk fabrics in- 
cluding Indian art silk hosiery goods. 

These licences will be subject to the'following conditions:- 
(a) 10 per cent. of the face value of these licences may be uti- 

lised for import of permissible spare parts of machinery for 
the manufacture of art silk cloth. 

(b) The licensees may be permitted to import art silk fabrics 
up to 15 per cent. of the face value of thes? licences. 

3. Licences will normally be granted on the basis of actual exports 
effected on or after 1st Jryluary, 1957. In cases where licences under 
the Export Promatian Scheme have already been obtained against 
such exports, the applicants would be entitled to apply for a ljeence 
representing the difference between the value entitlement in accord- 
ance with this Public Notice and that obtained earlier. Art silk mills 
may, however, be given such licences in anticipation of exports, sub- 
ject to their furnishing a bond acceptable to the licensing authorities. 

4. Applications together with acceptable documentary evidence 
in support of past exports should be made to the licensing authorities 
a t  the ports as early as possible. 

ANNEXURE-D 
Copy of Appendix XLIJ f r w  Jmrt Thde Control Policy Book f~ 

April-September, 1958. 

, SW%JECT:-Licensing of Art silk yarn, Art silk fabrics, etc. under the 
Expwt homotion Scheme during July-Septembe~, 1957. 

Attention of the registered exporters is invited to the broad fea- 
twq of t& EvpW Ekomotion Scheme as outlined in Appendix VI 
to t&e @pmt Micy pmnphlet fa the ourrent quorfar July SepWn- 
her, 1957. 



2. With a view to stirnufate experts of Indim art silk fabrics, it has 
been decided to grant import licences at the porta utfdaer the Ezrport 
Promotion Scheme for the import of permissible varieties of art silk 
yhtH to zfctuai exporters ub to the following percentage of the rupee 
equivalent of foreign exchm$e earn& on the bas& of the f.6.b. value 
of the art silk goods exported:- 

(ii) 100 per cent. in the case of other Indian art silk fabrics in- 
cluding Indian art sik hosiery goods. 

(iii) These licences will be subject to the following conditions:- 

(a) 10 per cent of the face value of these licences may be 
utilised for import of permissible spare parts of machi- 
nery for the manufacture of art silk cloth. 

(b) The licences may be permitted to import art silk fabrics 
up to 10 per cent of the face value of these licences. 

3. Licences will normally be granted on the basis of actual exports 
effected on or after 1st January, 1958. Art silk mills may, however, 
be gwen such licences in anticipation of exports subject to their fur- 
nishing a bond acceptable to the licensing authorities. 

4. Licences for import of art silk fabrics will also be granted 
against the exports of embroidered and handstitched goods c.n indi- 
genous art silk fabrics. Such licences will be granted to the Cxtent 
of 15 per cent of the value of exports effected on or after 1st January, 
1958. 

5. Applications together with acceptable documentary evidence 
in support of past exports should be made to the licensing authorities 
at the ports as early as possible. 

Public Notice No. 34/58/10-5-1958 

For purposes of exports of Indian art silk sarees under the Export 
Promotioli Scheme, the term 'sarees' is defined as under:- 

"Any type of grey, bleached, dyed or printed fabric of plain 
w a v e  which- 

(i) has a width ranging between 33" and 52". 

(li) has coloured woven, prints or embroidered border or 
borders. 



(iii) has coloured woven, printed or embroidered heading sr 
headin*; 

(iv) is in lengths ranging between 5 yards and 9 yards; and 
(v) which is commonly known by that name. 

ANNEXURE-E 

C q y  of Appendix XLII from Import Trade Control Poli cy Book f 
the licensing period October, 1958-March, 1959 

S v ~ m ~ : - L i c e m h g  of Att Silk yarn, Art Silk Fabrics, etc. under 
the Export ~romot ion  Scheme. 

Attention of the registered exporters is invited to the broad fea- 
tures of the Export Promotion Scheme as outlined in Appendix 
XXIII. 

2. With a view to stimulate exports of Indian Art Silk Fabrics, 
Sarees, garments, hosiery and other art silk manufactures, it has 
been decided to grant import licences at  the ports under the Export 
Promotion Scheme for the import of permissible varieties of art silk 
yarn to actual exporters upto the following percentage of the rupee 
equivalent of foreign exchange earned on the basis of the f.0.b. value 
of the art silk goods exported, or the value assessed by customs, 
whichever is less. 

(i) 663' per cent. in the case of Indian art silk saiees, and 

(ii) 100 per cent. in the case of other Indian art silk fabrics in- 
cluding Indian art silk hosiery goods. 

These licences will be subject to the following conditions: 

(a) 10 per cent. of the face value of these licences may be uti- 
lised for import of permissible spare parts of machinery 
for the manufacture of art silk cloth. 

(b) The licences may be permitted to import art silk fabrics- 
upto 15 per cent. of the face value of these licences. 

, (c) In the case of licences granted against the exports of 
Indian Art Silk Hosiery goods, the licensee may be permit- 

1 ted to import upto 5 per cent. of the face value of the 
licence, buttons, zipfastener$, elastics, and such other em- 
bellishments as are normally used in the art silk hosiery 
goods exported. 



3. Licences for import of art  silk yarn may also be issued agamst 
exports of staple fibre fibrics and art  silk and staple fibre mixed fab- 
rics in the manner indicated above. 

4. Licences issued for the import of Art Silk Yarn under the above 
provisions may be utilised for import of Nylon Yarn. 

5. The parties who have already secured licences for import of 
Art Silk Yarn against exports of Art Silk Fabrics can effect exports 
of Staple Fibre Fabrics in place of Art Silk Fabrics as required of 
them and such exports will be accepted for redemption of the bonds 
executed by them. 

6. Licences against exports of embroidered and hand stitched 
goods on indigenous Art Silk Fabrics (other than garments), gar- 
ments made by indigenous Art Silk Fabrics and 100 per cent. Art 
Silk braided threads, strings, laces, spindle tapes, ribbons and shce 
laces will be granted in the manner indicated below:- 

(a) Against exports of embroidered under/or hand stitched 
goods on indigenous Art Silk Fabrics (other than gar- 
rnenb), licences for import of Art Silk Yarn will be grant- 
ed to the extent of 35 per cent. of the value of exports. 40 
per cent. of the face value of such licences may be utilised 
for import of Art Silk Fabrics. 

(b) Against exports of garments made by indigenous Art Silk 
Fabrics, licences will be granted for import of Art Silk 
Yarn to the extent of 50 per cent. of the value of exports. 
5 per cent. of the face value of such licences may be uti- 
lised for import of bottons, zipfasteners, elastics and such 
other embellishments. 

(c) Against exports of 100 per cent. Art Silk braided threads, 
strings, laces, spindle, tapes, ribbons, and Shoe laces 
licences for import of Art Silk Yarn only will be granted 
to the extent of 35 per cent. of the value of exports. 

7. Applications together with acceptable documentary evidence in 
support of past exports should be made to the licensing authorities 
at the ports as early as possible. 

8. For purposes of export of Indian art silk sarees under this A p  
pendix, the term 'sarees' is defined as under:- 

"Any type of grey, bleached, dyed or printed fabrics of plain 
weave which- 

(i) has a width ranging between 33" and 52'; 



(ii) has colontrod wuven, printed er  embroidered border or 
borders; 

(iii) has coloured woven, printed or embroidered heading or 
headings; 

(iv) is in lengths ranging between 5 yards and 9 yards; and 

(v) which is commonly known by that name." 

9. Whereas lieences under the above provisions will be granted 
on the basis of actual exports, an exceptian will be made in the case 
of Art Silk Mills and Hosiery factories who may be given such lieen- 
ces in anticipation of exports subject to their furnishing a bond ac- 
ceptable to the Licensing authorities. Prospective licences may also 
be jpanted to the exporters other than Art Silk .Mills and Hosiery 
Factories, provided the exporters as well as the mill or the hosiery 
factory with whom he has made arrangements for the manufacture 
of goods give a joint undertaking for making further exports. 

10. Licences will be granted on the basis of actual exports, pay- 
ments in respect of which have been received on or after the 1st July, 
Pm. 

11. The above provisions will apply to Art Silk Fabrics containing 
mbre than 90 per cent. of Art Silk. The proposal for the issue of 
W n c e s  fot import of Art Silk Yarn against exports of fabrics contain- 
ing 90 per cent. or less of Art 6ilk is under consideration. The policy 
and procedure for the grant of such licences will be announced later. 



Year 

Special Export Promotion for Art SiIk fabrics for 
import of art silk yam Total 

PQ* 
Advance licences Licences to Bstabkhd 

Esporters 

No. Value in Rs. No. Value in Rs. NO. V a h ~  in Rs. 

from 1-1-57 to 31-3-1958 . . Calcutta . 
M a d r a s . .  

C,L.A.j New Delhi 

Emahlam. . 
from 1-4-1~58 to 63-1959 , Calcum . 

Madm . 
C.L.A . . 
New Delhi . 
Enakulam. . 

from 1-1-57 to 6-3-59 . . Bombay. . 
GRAND TOTAL . . 

. N.A. 39- N.A. 



126 
STATEMENT I1 

C o n d i W  imposed on the E.P. licences during 1957-59 
(A) Printed Conditions: 

(i) This licence will be subject to the condition in force to the 
goods covered by the licence, as described in the relevant 
Import Trade Control Policy Boo$, or any amendment 
thereof made upto, and i nc ldng  the date of issue of t h ~  
licence, unless otherwise specified. 

(ii) It is also the condition of the licence that; 

(a) Where an irrevocable letter of Credit is opened by the 
holder of the licence to finance the import of any goods 
covered thereby, then the authorised dealer' in foreign 
axchange, through whom the Credit is opened, shall be 
deemed to be a joint holder of this licence to the extent 
of the goods covered by the Credit; 

(b) The goods for the import of which this licence has been 
granted shall be the property of the licencee at the time 
of import; 

(c) Payments authorised to be made against it sHall not . 
cover any commission, discount, or like rebates, allowed 
by the foreign supplierslmanufacturers to the conces- 
sionaries i.e. the importers in India. 

(B) Additional Conditions: 

'&ere were no other conditions against past exports of art silk 
fabrics and art silk hosiery from 1st January, 1957 to 30th June, 1957. 

From 1st July, 1957 to March, 1958, the conditions against issue of 
licences on prospective basis and against past exports were as laid 
down in paragraph 6 of Appendix XXIII which is reproduced be- 
low: - 

"These licences will be subject to the condition that the im- 
porter will, within six months of the importation of the 
licensed articles, export the proces~edlfinished goods of a 
value corresponding to twice the c.i.f. value of his imports 
to foreign countries excluding Nepal, Tibet, Sikkim, Bhu- 
tan an!d Portuguese Possessions in India, if the licensable 
percentage in column 5 of the table attached to this Ap- 
pendix is, say 50 per cent, or four times the c.i.f. value of 
the imports if the percentage in column 5 is 25 per cent., 



and on. In pursuance of this condition the established 
exporters and the prospective ekporters, including CO- 
operative Societies, will be required to execute a bond in 
the form appended to this Appendix, with the Import Trade 
Controller concern& at the time of clearing ,the goods 
through Customs. In the case of established exporters 
who have already effected the exports without seeking any 
earlier import licence under this Scheme, the bond would 
be required only f m  the value of the import licence which 
is in excess of the prescribed percentage. The importer 
will be required to execute a bond, duly waranted by a 
scheduldd bank, to the extent of not less than 10 per cent. 
of the value of the goods imported. and this can be suit- 
ably raised at the discretion of the licensing authority, in 
the case of goods, which, either because import thereof is 
banned or highly restricted, c a m  much hieher margins of 
profits. The bond will he cancelled on production of bills 
of lading, invoice, bank certificates etc., showing that the 
required Rupee equivalent of ' the foreign exchange has 
been received in payment of the f.0.b. value of the articles 
exported under this Scheme. In the event of failure to 
comply with the aforesaid conditions, the amount of the 
bond will become payable to Government as a penalty and 
in addition the importer will render himself liable to fur- 
ther action under the Imports and Exports (Control) Act, 
1947, and the Imports (Control) ods r ,  1955. The licences 
granted under this scheme, will be subject to the condition 
that only such goods should be imported as are specifically 
needed for use in the finished product and that the same 
will be consumed in the manufadure of tlie articles con- 
cerned which will ultimatelv be exported to the foreign 
market to the extent prescribed. U the goods, imported 
under the licences axe not'utilised for this purposes, the 
licence-holder shall not dispose them of except with the  
permission of the licensing authority, who mav require the 
licence-holder to sell the goods at no-profit basis to any 
person nominated by the licensing authority." 

The conditions prescribed in Para 6 of Appendix XXIlT applicable 
fbr the licensing period 1st April, 1958 to September, 1958 are repre  
duced below: - 

"These licences will be subject to the condition that the Im- 
porter will, within six months of the Tmportation of the 

i licensed articles, export the processedlfhished goods of a 



D 2  

value equal tq 133 1/3 per cent. of the value of his imp*, 
' 

or half the value of the finished goods which can be mad@ 
from the imported materials according to the pacentage 
given in Column 5 of Annexure I, to foreign countries a- 
eluding Nepal, Tibet, Sikkim, Bhutan and Portuguese Pos- 
sessions in India. In pursuance of this condition the estab- 
lished exporters and the prospective exporters, including 
Co-operative Societies, will be required to execute a bond 
in the form appended to this Appendix (Annexure 11) with 
the Import Trade Controller concerned at the time of clear- 
ing the gods  through Customs. The importer will be re- 
quired to execute a bond, duly guaranteed by a scheduled 
bank, to the extent of not less than 10 per cent, of the value 
of the goods imported, and this can be suitably, raised at 
the discretion of the licensing authority, in the case of 
goods, which, either because import thereof is banned or 
highly restricted, carry much higher margins of profits. 
The bond will be cancelled on production of bills of lad- 
ing, invoices, bank certificates etc., showing that the re- 
quired Rupee equivalent of the foreign exchange has been 
received in payment of the f.0.b. value of the articles ex- 
ported under this Scheme. In the event of failure to com- 
ply with the aforesaid conditions, the amount of the bond 
will become payable to ~overAment as a penalty and in 
addition the importer will render himself liable to further 
action under the Imports and Exports (Control) Act, 1947, 
and the Imports (Control) Order, 1955. In the case of es- 
tablished exporters who have already effected exports 

, without seeking any earlier import licence under thk 
scheme the above condition will be modified to the extent 
that they will be required to export processed/finished 
goods equal to the value of imports. Bonds would also be 
taken from them but the licensing authorities may do away 
with Bank Guarantee or Surety while taking bonds from 
Established Exporters who are of good standing and whose 
performance has been satisfactory. The licences granted 
under this scheme, will be subject to the condition that 
only such goods should be imported as are specifically need- 
ed for use in the finished product and that the same win be 
cmumed in the manufacture of the articles concerned 
which will ultimately be exported to the foreign market 
to the extent prescribed. If the goods imported under the 
kence  are not utilised for this purpose, the licence-holder 
shall n ~ t  dispose them of except vitk We pemission 



, the licensing authority, who may require the licence-hoUder 
to sell the goods at no-profit basis to any person nominated 
by the licensing authority." 

From 1st October, 1958 to 5th February, 1959 conditions were as 
mentimed in para 6 of Appendix XXIII of the Red Book for the 
period October 195%March, 1959. During this period the established 
exporters were not required to execute bond with bank -guarantee but 
they were only required to give a simple bond for reasonable amount 
and which is also reproduced below:- 

"These licences will be subject to the condition that the Im- 
porter will, within six months of the importation of the 
licensed articles export the processed) finished goods of a 
value equal to 133 1/3 per cent. of the value of his imports, 
or half the value of the finished goods which can be made 
from the imported materials according to the percentage 
given in Column 5 of Annexure I, to foreign countries ex- 
cluding Nepal, Tibet, Sikkim, Bhutan and Portuguese Pos- 
sessions in India. In pursuance of this condition the estab- 
lished exporters and the prospective exporters, including 
Co-operative Societies, will be required to execute a bond 
in the form appended to this Appendix. (Annexure II) 
with the Import Trade Controller concerned at the time of 
-learing the goods through Customs. The importer will be 
required to execute a bond, duly guaranteed by a scheduled 
bank, to the extent of not less than 10 per cent. of the 
value of the goods imported, and this can be suitably rais- 
ed at the discretion of the licensing authority, in the case 
of goods, which, either because import thereof is banned 
or highly restricted, carry much higher margins of profits. 
The bond will be cancelled on production of bills of lading, 
invoices, bank certificates etc., showing that the required 
Rupee equivalent of the foreign exchange has been receiv- 
ed in payment of the f.0.b. value of the articles exported 
under this Scheme. In the event of failure to comply with 
the aforesaid conditions, the amount of the bond will be- 
come payable to Government as a penalty and in addition 
the importer will render himself liable to further action 
under the Imports and Exports (Control) Act, 1947, and 
the Imports (Control) Order, 1955. In the case of estab- 
lished exporters who have already effected exports with- 
out seeking any earlier import licence under this scheme 
the above condition will be modified to the extent that they 



will be required to export processed /finished goods equal to 
the value of imports. Bonds would be taken from them for 
a reasonable amount and the bank guarantee will be dis- 
pensed with.'' 

From 6th February, 1959 established exporters were required to 
produce a simple undertaking instead of a bond. 

The Scheme was suspended with effect from 6th March, 1959 by a 
Public Notice No. 15-ITC (FN) 159, dated the 6th March, 1%9--copy 
enclosed. - 

Public Notice No. l!XTC (PN) /59 

Nao Delhi, the 6th March, 1959. 

SWJ~CT: -Licensing of Art Silk Yarn, Art Silk Fabrics, etc. under 
the Export Promotion Scheme. 

Attention is invited to the provisions containd in Appendix XLII 
to the Red Book for October 19WMarch 1959 Licensing period, where- 
by licences for the import of art silk yarn will be issued to exporters 
of Indian Art Silk Fabrics, Sarees, Garments, Hosiery and other Art 
Silk Manufactures. 

2. As some modifications of this scheme are considered necessary, 
it has been decided to  suspend the operation of the scheme with im- 
mediate effect. Pending further orders. Port licensing officers will 
not entertain applications for import of art silk yarn, under the 
Export Promotion Scheme. 
- 3. Applications for import licences for art silk yarn already sub- 
mitted.under the Export Promotion Scheme but which are still pend- 
ing with the Port Licensing Auhorities for veriecation of value etc., 
will be scrutinised by a Committee which is being appointed to assist 
the . - port licensing Authorities in this matter. 

Sd/- S. N. BILGRAMI, 
Juint Secretavy to the Government of India. 

STATEMENT III  
S t a t e ~ ~ e n t  showing Exports of Fabrics of Artsilk and Synthetic 

Fibres 
Yea7 alue in lakhs of Rs. 
1957-58 4!4 
1958-69 955 .. . 
ma-@ 528 



(Vide para 1.9 of this Report) 

MINISTRY OF COMMERCE 

Answers to the additional list of points relating to Ar t  Silk Fabrics 
Ex-port Promotion Scheme 

Q. 1. (a) Please state precisely the conditions that were requir- 
ed to he fulfilled by established exporters in respect of licences 
granted during the period from January-June, 1957. 

(b) What considerations weighed with the Government in decid- 
ing on the grant of licences on prospective basis with effect from 
1-7-1957. 

A. 1. (a) E P. licences required to be issued under the scheme 
d ~ r i n g  the period January--June, 1957 were subject to the conditions 
detailed in the remarks column against serial No. 177-IV of Section 
I1 of the Red Book,for January-June, 1957 viz., 

(a) Licences will not be valid for import of:- 

(i) Double yarn 

(ii) Fourth Quality Yarn 

(iii) Yarn of deniers between 101 to 119, 121 to 149 and 151 to 
160, all inclusive. 

(iv) Art silk thread 

(b) Upto 5 per cent of the face value of quota licences can be! 
utilised for theaimport of Acetate Yarn of 120 to 150 deniers. 

Applications from Actual Users for permission to import small 
quantities of three t p e s  of yarn will be considered in the second 
half of Jan.-June, 1957 licensing period on the basis of their:-- 

(i) Actual consumption, and 

(ii) Actual off-take of the indigenous product during six 
months ending 31-3-57. 



(c) Licence holders will not be permitted to utilise more than 
20 per cent of the face value of their licences for import of 120 de- 
niers art silk yarn in bright finish and not more than 74 per cent of 
the face value of their licences for the import of 150 deniers art 
silk yarn in bright Anishes. These restrictions will apply to all 
types of yarn excluding Acetate, Cuprammoniurn and other non-vis- 
cose yarn of 120 and 150 deniers. For Acetate yarn of these deniers 
see remarks (b) above. 

NOTE:-These restrictions apply to only yarn of bright finish and 
not to dull finish. 

(d) Licences will not be valid for import of staple fibre yarn 
but may be utilised for import of other synthetic yarns like Nylon, 
Grillion, Ardil and Casein. Licences for staple fibre yarn of 80 
counts and above will, however, be granted to Actual Users on an 
ad hoc basis in consultation with the Textile Commissioner. 

(e) An additional condition for grant of these licences will be 
that re-irnprt of the exported consignment of Art Silk Fabrics, 
against which a licence is being sought under the provision, will 
not be allowed and, for this purpose the licensing Authority may 
tither obtain an affidavit from the applicant or satisfy itself that 
~c tua l  payment has already been -received. 

A. 1. (b) General provision regarding prospective licensing in 
respect of E.P. Schemes like leather goods and Suitcases, Hand-stitch- 
ed Articles made of Textile, Fabrics Indian Embroidered Sarees, 
Washing Soaps etc. already existed even prior to 1st July, 1957 in 
para 3 of Appendix XXIII to the Red Book for Jan.--June, 1957. 
General provision regarding prospective licensing was made applica- 
ble to the Art Silk E.P. Scheme in August, 1957 (vide Public Notke 
dated 28th August, 1957). The reason for this was to stimulate ex- 
ports of Art Silk Fabrics. 

Q. 2. It is stated that during the period July, 1957 to March 
1958 the export commitment for the established as well as the pros- 
pctive exporters was twice the value of imports. Subsequently in 
respect of prospective exporters it was reduced to 1 3 of the value 
of imports/or half the value of finished goods and for established ex- 
porters to equal to imports. Please state:- 

(i) the reasons for this change; and 

(ii) the reasons for differential treatment of established and 
prospective exporters. 



A. 2. The position is that the prospective licences were subject to 
the condition that the importer would, within six months of the 
importation of the licensed articles, export the processed/finished 
goods of a value corresponding to twice the c.i.f. value of their 
imports, to foreign countries, excluding Nepal, Tibet, Sikkim, Bhu- 
tan and the then Portugese Possessions in India, if the licensable 
percentage in column 5 of the table attached to Appendix XXIII of 
the import Control Policy Red Book was, say 50 per cent, or four 
times the c.i.f. value of the imports if the percentage in column 5 
was 25 per cent and so on. 

2. (i) The reason for this change would appear to be the gra- 
dual Liberalisation of the export obligation with a view to inducing 
more persons to export. 

2. (ii) The difference in the conditions to be fulfilled by the two 
types of exporters was obviously because, in the case of established 
exporters, i t  was merely a question of maintaining continuity in 
exports and licences were issued according to the exporters' actual 
entitlements, whereas, in the case of prospective exporters, the licen- 
ces, were more in the nature of a loan and thus constituted a large 
measure of assistance pending the fulfilment of their obligation 
against which Government therefore considered it necessary to sti- 
pulate a somewhat higher export obligation from them. 

Q. 3. (a) Please state precisely the amount of bond that was 
required to be executed by the established and prospective expor- 
ters from time to time and what were the reasons for differential 
treatment therein, if any. 

(b) It is notkd that during the period July, 1957 to March, 1958, 
the established exporters required to give a bond with bank guaran- 
tee. Subsequently (from the peyiod April to September, 1958), it 
was changed to only simple bonds and further to simple undertak- 
ing in February, 1959. What were the precise reasons for these 
changes? 

(c) How many licences and of what value were issued from 
February, 1959 till the suspension of the scheme in March, 1959? 

A. 3. (a) No specific amounts were prescribed for bonds requir- 
ed to be executed by the Established Exporters and Prospective Ex- 
porters. Licensing Authorities at the ports were given discretion 
to fix these amounts subject to the minimum prescribed percentage 
of the value' of the goods imported. The amounts were dependent 
225 (Mi) -10. 



both on the value as well as the mature d w d B  impbrted, and dhf- 
tered from individual to individual though they belonged to otre: 
class of exporters vb,  established or prospective, as is explained 
below. 

The bond required to be executed by prospective exporters, duly 
guaranteed by scheduled bank, varied between minimum 10 per cent 
to 50 per cent of the value of the goods imported during the different 
Licensing periods and this minim& could be suitably raised at the 
discretion of the licensing Authorities, in case of goods which either 
because import thereof was banned or highly restricted carried 
mu& hfgher margin of proflt. 

For established exporters, a bond with a bank guarantee rahging 
from 10 per cent to 50 per cent was taken in the beginning; even 
this-condition of bank guarantee could be waived at the discretion 
of tFm L;ic&msing Authorities if the exwrters were of good standing 
a d  wPbh satisfactorjt past performance. Thereafter, bank guarantke 
was completely dkpensed with and bond could be taken for a rea- 
sonable. amount only. From 6-2-1959, t h e e  exporters were required 
to give simple undertaking only. 

(b) Since the established exporters had already made exports 
and earned foreign exehange it was obviously felt that the condition 
of Bank guarantee need not be insisted upon. For ap2arentlv the 
same reason it was considered that even a bond was unnecessary 
and accordingly a simple undertaking was eventually stipulated. 

(c) 22ll licences .of a value of Rs. 1,04,49,202 were issued from 
February, 1959 till the suspension of the Schkme inh MAreh, 1959. 

4 

Q. 4. (a) It is .noted that Government announced on 2-9-1959 not 
to enforce the bond~/undeftakings which matured after 6-3-1939 
(d.e., the date on which this scheme-was suspended). Pl'ease state: - 

(i) when was this ,decision taken; 

(ii) the reasons for such a decision; and 

(iii) was the Ministry of Law consulted before taking this 
decision? 

(b) What was the amount of such bonds/undertakings: The 
amount of licences to which they related and export liability, there- 
nf 'may also be stlted. 

(c) 4Wm $he financial implication )of thfg dedidm' wp*d out 
beiote, announoingi ftl? Jf SO, what lww@ they? 



(d) Have there b e e n ' a y  su& c a s e  M r 6 M  dPotMr E-t 
Fromotion SkEiemes? If: so, plgtase fhniishdetab! 7 

A. 4. (a) (i) 25-8-1959. 

(ii) Though the bonds entered into by the exporters were un- 
conditional it was felt that, in equity, consideration must 
be given to the fact that bah& had b&eder&l intb by 
the exporters on-the assumptlon'that the schh& of incen- 
tive will continue. Since thk! schefne w'as wlthdrawn, it 
was felt th'at it would not be'falr to insist m2& fulfilment 
of the bonds. 

(iii) The available papers do not indi'cate th&t the Law Mi&- 
try was specifically consultett'in the' matter. 

(b) Information regarding this is given in the Annexme; 

(c) The question does not arise in  view of answer to 4 (a) (if) 
above. 

(d) Yes, Export Promotion Schemes for rnanufacturetl shok%;-ma'- 
nufacture of polyvenyl plastic sheets, processed dyes, Hand stitched 
articles made of Art Silk textile fabrics, Art silk ready made gar- 
ments etc. 

Q. 5. It is stated that this scheme was suspended with' ef!& from 
6-3-59 due to abuses of the nature of (i) over-invoicing of 'exports 
and (ii) exporting of substandard fabrics. Please state:- 

(i) when these abuses came to the notice of Government; 

(ii) their effect on the earnings of foreign exchange and on 
trade: 

(iii) the number of such cases that have come to notice and 
the amount involved; and 

(iv) the steps taken against the parties concerned. 

(i) Towards the end of 1958. 

(ii) The effect on earning of foreign exchange on the exports 
of art silk fabrics as such was not perhaps adverse, since 
the malpractices noticed did not indicate that the foreign 
exchange had not been received. But by these abuses, more 
art silk yarn was being imported into the country than ' 



.' 'tj justified by the real export; and this if allowed to con- y could, it was feared, affect the demand for indigen- 
o s yarn, and the pattern of prices in respect of the impor- 
ted yarn. 

(iii) Inkurmation in this respect is not available. 

(iv) A special subcommittee was formed to examin-e all the 
'pending applications for art silk yarn under the scheme 
and to consider those applications for grant of incentive 

- licences if considered admissible on the basis of asses- 
sed value. 

Q. .6. .Has this Scheme been totally abandoned or does it continue 
in a modified form? Please furnish details. 

A. 6. The Scheme was reintroduced with effect from 1-7-1959 in 
a modified form. In the revised scheme the entitlement for Art silk 
yarn remained at 100 per cent but the entitlement was granted on 
the "assessment value" of exports based on prices prevailing in in- 
ternational markets. Only manufacturerexporters were made eligi- 
ble for the grant of entitlements for art silk yarns. 

A 2 per cent entitlement was granted to processors and merchant 
exporters for the import of dyes and chemicals. Also the goods in- 
tended for export were subject to pre-shipment inspection for qua- 
lity control. 
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vide para 1.22 of this Report] 

'MINISTRY OF COMMERCE AND INDUSTRY 

(Imrport Trade Control) 
Public Notice No. 80-ITC (PN) /57 

New Delhi, The 16th December, 1057. 

SUBJECT: Issue of h e n c e 8  under the E x p o r t  Ptomotion Scheme. 
Attention is invited to para 6 of Appendix XXIII to the Red Book 

for OCt. '37-March '58 period according to which licences issued 
upder the Export Promotion Scheme (whether to Established Ex- 
porters or Prospective Exporters) will be subject to the condition 
that the importer will within six months of the importation of lic- 
amx i  articles export the processed/finished goods of a value to be 
worked out according to the percentage prescribed in Col. 5 of the 
annexwe to the said Appendix XXXII. 

2 In the said para 6 of Appendix XXtn it has been further pro- 
vided that in order to ensure compliance of the above condition, 
the importers will be required to execute a bond in the prescribed 
form with the Import Trade Controller concerned st the time of 
clearance of the goods from the Customs, and that in the case of 
atabW1ed exporters who have already d k t e d  exports, the bond 
would not be taken. This waiver of the requirement of bond in the 
am of tshblished exparters bm given rise to an impression that the 
Xmport Licence is granted to them as a subsidy for the past perfor- 
manee and that it is not incumbent on them to export the finished 
goods to the required extent in pursuance of the condition mention- 
4 in para 1 above. 

It. To avoid all pessible mlsunderstandin~ it is hereby notified 
that the liceme8 granted under the E. P. Scheme for import of mate- 
d& to be u#B i the manufaeture/pmceadng of Anished goods are 



meant to boost exports and it would be essential to tie up imports 
with exports even in the case of Established Exporters. It haq 
therefore, been decided that the established exporters will also be 
required to execute a bond at the time pf clearance of goods in the 
form annexed to Appendix %&. fiowe~er, the licensing authorid 
ties may in their +retion do awg with bank Guarantee or surety h while taking bonds-from the &tab 'shed &porters who are of good 
standing and whose past perforl1i8nce had been satisfactory. 

Sd/- (S. N. BILG-I) 
Joint kecretaq to  the Government of India. 

Copy to all concerned 
By mtkr etc. 

sd/- (M. P. ltJAxmwrn) 
Join t  Chief Controller of 1mpn-t~ & Exper t s .  

Rnubm-hrae elf litxweg a* the Prbffi(rtiMt Sclt&e. . * v  

e x p ~ d  the gwds. 

2. EetabUshed Exporters claiming licences on ihe hiis of he& 
p%rt expo* Jaave, hmsver, made-rr aep~errtat;mtjien 4heTabpve 
dpWan w, the wore ,W W Slave eqnutwpi3fR+ 
Q U ~  ww wf fr- the m e w ~ p t  * %ha$ Ule wm? 
do. of &kinrx further exports should not be imposed their c- 



(i) The bank guarantee will be dispensed with. 

(ii) Bond will be taken for a reasonable amouat. 

3. The EsWblished Exporters who have already been granted 
licences under the Export Promotion Scheme subject to the prwi- 
dons contained in the Public Notice No. 80-I.T.C. (PN) /57, dated the 
i6th December, 1957 will also be entitled to the said concessions and 
they may approach the licensing authority for modification of the 
conditions imposed on the licences granted to them, wherever 
necessary. 

Sd/- (NAGENDRA BAHADUR) 
Joint Secretary to the Government of India.' 

Copy: 

Copy to all concerned 
By order etc. 

Sd/- (M. P. ALEXENDER) 
Joint Chief Cmtmller of Imports & Erpo7ts. 

MINISTRY OF COMMERCE AND INDUSTRY 
(Import Trade Control) 

Public Notice No. 9-ITC (PN) 159 

N e w  Delhi, the 6th Februaq, 1959. 

SUB: -Import licences iasued to Established Esportets under the 
E;rpo+t Pnmtotion Scheme-Bond conditions on- 

Attention is invited to the concluding portion of paragraph 6 of 
Appendix XKIII to the Red Book for the October, 1958,-March 1959 
pcdod wherein it is stated that in the case of established export- 



who have already eEEected exports without firet obtahng an import 
licence under the scheme, the condition regarding execution of a 
bond will be modified to the extent that they will be required to 
export processedffinished goods equal to the value of imports and 
that bonds will be taken from them for a reasonable amount with- 
out a bank guarantee, 

2. Representations have been received from established exporters 
that they may not 'be required to execute a bond. The matter har 
been carefully considered and it has been decided that the execution 
of a bond need not be insisted upon in the case of established ex- 
porters and that it would be suflcient, if they give an undertaking 
to the effect that they will export processed/fini&ed goods equal to 
the value of the imports. 

Sd/- (S. N. BILGRAMI) 
Joint Secretary to the Govern&ent of Zndk 

COPY: 
Copy to aI l  concerned 



APPENDIX V 

(Vide para 1.28 of this Report) 

A detailed note stating the step8 taken by G w e r n d n t  in locating 
the original file which was missing and hinu it could be ensured 
that the notings on the parallel file were exact copies of the 
original file and nothing was missing and whether any Depart- 
mental inquiry was made to fi;x: r e w b i l i t y  on the persons 
who were responsible for the maintenance of the file. 

The Public Accounts Committee desires to have a detailed note 
stating the steps taken by Government in locating the original Ale 
which was missing and how it could be ensured that the notings on 
the parallel Ale were exact copies of the original file and nothing 
was missing and whether any departmental enquiry was made to 
ffx responsibility on the persons who were responsible for the main- 
tenance of the Ale. 

The Commerce and Industry Ministry Ale which contained the 
original notings is not traceable and in spite of all our efforts, i t  has 
not been possible to trace it. 

From the counter-part file of Chief Controller of h p o r t s  and Ex- 
ports' oface No. 36/138/59POL. TV, it appears that the number of 
the Commerce and Industry Ministry file which is not traceable is 
166(10)/EPD/II/59. From the fact that extracts have been taken in 
the Chief Controller of Imports and Exports' ofltice counter-part file, 
it is clear that the file which is not traceable had gone to Chief Con- 
troller of Imports and Exports' Oface in 1959. I t  has not been pos- 
sible, however, to And any defhite reference to the mwement of the 
Ale. A thorough physical search of the file was made in July, 1965 
when the subject was to come up for discussion with Publjc Ao- 
counts Cornmit;tee, but no trace of the Ale could be found. 

Another search for the Ale has been made recently and a physical 
search of the file in all possible Sections was conducted. Besides, 
the mconls in the concerned Sections in the OEBce of the Chief Con- 
troller of Imports and Exports were also physically verified. In spite 
d all thin, it has not been possible to trace the Ale. 



It may be mentioned that it is coanmtm practice in the Secretariat 
that extracts are taken from the file of one Section ur Ministry and 
mrmally the extracts taken are ewct copies of the original Ale. 

Since the non-availability of the ale was first noticed only in 
January, 1965, it is nat 'pssmtfble now to ffx the exact point of time 
when the file has been lost or misplaced and it is not possible to 
br ra@onsiWtp oa aiy. peh~c3h' or persons for' the custody of' tbi 
file. However, efP~rts are stilt%einrg made to trace the &Ee. 



Extracts ofl notes taken from Ministry of Commerce and Indwtly 
jlte bearing No. lOO41 DD (N) 1591 16274, d d e d  28-8-59 

f ' - t  , 1.. + 

Discussed with Ada Spy, _ ( _  

Though the bonds entered into by the exporters appear to be un- 
co~tlbKa1;  yat ifi,equity'it:~aahot be denfiib-that &count intist be 
bkd-of~(the f d ~  that b&n&,w& en&e&'i&b d e r  the 'hdt iriidd- 
&hg ' tbt 'the &he& df i~~~ -Id 'k%iCinue. ' r ' k  

I , . I ' * '  s 

su3Sject could qkio be difcuwd, in the meeting . , wit& the 
Textile ~mmisdoner  and JS(R) on &e ,, gh. b 

Sd/- Illegible 
4-659 

JS (NB) should also see. 

Draft submitted for approval. 

Sd/- Illegible 
5-6-5@+ ' 

S. No. (2) -Issue 
S. NO. (3)-FR. 

For information. 



This will need to be looked into further. These undertakings are. 
an essential ingredient of our w o r t  promotion schemes, and it will 
be undesirable to reduce the sanctity attached to them. 

Sd/- Illegible 
29-759 

CCI (DC (C) to kindly speak. 

CCI&E (Shri S. P. Chopra) 
h3.h of C. & I. U. 0. No. 3874-EP. II/59/15185 d m 5 9  

Relaxation is only proposed in respect of the category whose 
bonds matured after the 5th March, 1959, the date on which the Ex- 
port Promotion Scheme .was suspended. As AS(C) is aware import 
licences were granted to exporters (other than mills) only on the 
basis of past performance. With a view, howwer, to maintain con- 
tinuity of exports on the understanding that the Export Promotion 
Scheme as originally envisaged would continue to be in operation, 
the export obligation was stipulated as equal to the value of imports 
aad the exporters were required to execute a bond. Now that the 
scheme has been suspended it is felt that there is justification for 
the pn,posed relaxation. The Tex. Commissioner is also in favpur 
of this relaxation, vide S. No. 3 

Sd/- S. N. Bilgrami 
19-849 

As (C) 
Dy. Minister 

Sd/-K. B. Lall. 20/8/5&. 
Sd/- Satish Chandra 22/8/59 

M (W) may also see. 

Sd/- S. N. Bilgrami: 
26-8-59, 



S. No. (4) which is fresh receipt from S b i  Ghorpade is placed 
below. I- have sent an interim reply (confldentia1)-to him in order 
to give him an idea of what we are thinking on the mbject. 

CCI&E may kindly issue detailed instructions to the port oftlcer8 
in accordance with the decision on prepage. 

CCI&E (Shri Chopra) Sd/- V. M. Srikurnaran Nayar 
KO. NO. IOO~~DD (N) 1591 16274 dt. 28-8-59. 288-59 



l ( P t c 4  pafa 1.32 ~f this Report) 

The Mysore State Silk & Rayon Exporte~s & Importers Association 
(Registered under Mysore Societies Act, 1904) 

41, Chowdeswari Temple Street 
Bangal0-2 

k t e d  28th Novem'ber, 1959 

'The Chief Controller of Imports & Exports, 

Udyog ahavan, Mew Delhi. 

Dear Sir, 

Sw: Redemption of Bond executed under Export-pnmrotion 
scheme 

We wish to bring to your notice that the Port Licencing Authori- 
ties are sending reminders to some of our Members who had a e -  
euted Bond at the time of clearness of goods, to show evidence of 
exports for the redemption of the Bond. 

In this connection we wish to state that as a result of the sus- 
pension of the Export Promotion Scheme for Art Silk Yarn sud- 
denly on 6th March 1959, the export trade has been paralysed. The 
smooth continuity of the Scheme has been broken at a time when 
all the Exporters here had earmarked bulk goods for export and 
eventually the trade came to a standstill. I t  has become very dm- 
cult to revive the lost market till this day in the face of keen 
competition of other nations. 

As a result of many a tat ions both to you and the Com- 
merce Minister, the Scheme was again introduced; but entitled 
d y  Actual Manufacturers to export under the Scheme. Thus only 
a Section of the Exporters is being ~~CO~ra@?d to export, whe~eer 
the Merchant Exporters are totally dismissed under the Scheme. 



T h i s  class d Merchmt/Exporters are at a great disadvantage, zu 
only them exporters had. developed the overseas marketa and thdr 
well-laid ccmnections are. 8 h a W d v  %kt has dbisabled them to 
keep upto the ma@tt@e of e m  and tJze;y, haye fallea far below 
their expectations. 

Lastly the Manufacturer/Expprters are mq@ &le to aflter goo& 
,cheaper to the ~hprs-ahd this has created an adverse &ect on the 
&rchant/Exporters. 

&&+the colljrilouge tb the temporary inability to show 
evidence of exports for tNt red&ption of the Bond. We request 
ym to kindly wpsidar t@e above Wts isfue o+ to the Port 
Licegcw . ~ b t h ~ t i g s  to rehx the ronditiao9 of Bond- 

VPb wirah tb add that we haye already reprq+qt&d-to * T e f l  
CkmmWotre t  Bmbay that the Erlercb+nt $wee? o w d  g"lPo 
~ ' i n d d e d : i n  the Scheme in view qf t h ~  fad th$t t& impt iva  
for all itkYrrt ate fixxed qnd it would be n q r q b l e  not to di*- 
nNb thie &portera 



APPENDIX vm 
(Vide Para 1.38 of this Report) 

GO- OF INDIA 
PRESS INFORMATION BUREAU 

PRESS NOTE 
Ban on Non-Transferable specific DeIivery Contracts in ImportetZ' 

Art Silk Yarn 
The Government of India, banned forward trading in art silk 

yarn on the 17th December, 1962 It has been observed that the 
prices of imported art silk yarn have been ruling at high levels. 
A good deal of traflicking in import licences is reported to be taking 
place, resulting in hardship to the industrial consumers. The Cen- 
tral-Government have, therefore, decided, on the recommendation 
of the Forward Markets Commission, to extend the ban on forward 
trading to non-transferable speciAc delivery contracts in imported 
art silk yarn throughout the country. Necessary notifications 
under Section 18(3) of the Forward Contracts (Regulation) Act, 
1962, have been issued today. To ensure continuity of supplies to 
industrial users, the outstanding contracts in imported art silk 
yarn which provide for shipment upto the date of the notiflcationa, 
have been exempted from being c l e  out. 

The Central Government, by another notification under W o a  
27 of the said Act, have exempted forward contracts entered into 
for the import of art silk yern into India. The Central Govern- 
ment have also exempted non-transferable speciflc delivery ccm- 
tracts entered into by (i) The State Tradfng Corporation of India 
Ltcl, (ii) Messrs. Rayex (India) Private Ltd., and (iii) Assoda- 
tion of Man-made Fibre Industry, Bombay, for the sale d art silk 
yarn imported into India, from the pmvisions of Section 17 of tha 
said Ad. 

Ministry of Commerce. 
New Delhi, March 22, 1966 (Chailra 1, 1888 Saka). 





&. in MIM 

S . No. ~ ~ m o d k ~  rd54-55 1955-56 1956-57 1957-58 1958-59 1959-60 i960-61 I&I-62 1962-63 1963-64 1964-65 

Hides & skins raw . 
C d f k  . 
Spim . 
Tobaax. 

Vwtable oil-~ssential . 
Oilcakn . 
G u ~ u m i n ~ d I a c  . 
Oil8 non-essential . 
Sugu incl. molusa . 
Fruits & vegetables . 
Fish & fish preparations . 
Con~n raw . 
c=Ottm Waate . 
Wooi raw . 
Boael , 

Br** . 
Art si lk hbria . 





APPENDIX X 
pick Paras 2.1 and 2.8 of thts Report] 

SCatrmrmt showing value of import licences issued under the E x p t  
Pmmotion Schemes 

(Rs. in mores) 
- 

S. No. Licensing Period Total Value of import 
exports Licences irencd 

under E.P. under E.P. 
Sdwnts Schemes 





[Vide Para 2.9 of this Report] 
.A nati! explaining how increased percentage of import entitlemest 

on export was justified and a detailed. break-up of dl the im- 
ported commoditie8 under the Export P r m t i o n  Licensing. 

(i) For a particular period, there cannot be direct relation bet- 
ween value of physical exports and value of import licences during 
the same period for the reason that licensing in 1961-62 would really 
be in respect of physical exports during 1960-61. There is always 
a time-lag of anything like six months or one year between the 
dates of exports and claiming and issue of import licences. 

The import entitlements for exports of several items groupped 
under any one scheme vary from item to item of export. These 
incentives are necessary even for maintaining our exports of these 
manufactured goods, even apart from helping the overall increase 
of these exports in the long run. 

It happens that while the export of an item coming within a 
particular group carrying a higher percentage of entitlement map 
have been exported directly in larger quantities than items within 
the same group carrying a lower percentage of entitlement. Hence 
given the same value of exports for two different periods, value of 
import licences is bound to vary. 

( i i )  The statistics of imports are maintained commodity-wise 
and not scheme-wise and the same commodity is sometimes allowed 
to be imported under marc than one scheme. 

It has since been decided to intmduce code numbers to indicate 
on licences issued under a particular scheme so that in future this 
jnformation may be available. 



[Vide Para 2.16 of this Report] 

Statement showing the receipts and dis'bursement of Export Promu- 
tion Fund from 1959 to 31st October, 1965. 

Receipts. 
Rs. Ps . 

(I)  Premium on foreign Cotton . 43,83P3,079.92 
(2) Premium on Imports undcr E.P. Scheme 'R' Essm- 

tiality certificate . . 2,rH,21,368.10 
(3) Fec on Indian Cotton (:onsumption . 2,81,01,643.93. 
(4) Im? for non-import of American Crxtnn . . . 2343,270 00 
( 5 )  Fee for non-fuIfilment of Export Oblig&m . . 37.97-391.38 
(6) Premium on C02 & Barmati (:otton . ~ I , ~ O O - W  

Export Promotion ' 37163,52.545.58 
Incentive for 'B' lissentiality certi- 

ficate . . 2 , 4 f i 7 @ . 2 ~ . I 7  
Refund of Regulatory Custom I h t y  2,3~,9S,554 20 
Contributions to Exh~birions . . 1 ~ , 1 2 , 0 0 0 ~ 0 0  

Share of Administration Expcnscs . 12,24062.80 
Payment to Texprocil and Hand- 

loom Expc~rt 'Promation Comcil 
being Federation's contri hu- 
tions againq thcir expenses . . . I2,32,932 00 42,82,r8,393.75 -- -- 

Balance as on 3 I st Oct o k r ,  I y65 ' . fi,65,18,628.88- 



APPENDIX XIV 

(Vide para 2.18 of this Report) 

Note of Cotton TextiEes Earport Incentive Scheme 

Since the beginning of 1958, there was a steady and continuing 
decline in the exports of cotton textiles. The year colsed with an 
export figure of 587 million yards as against 844 million yards in 
1957. The causes for the decline in India's export trade of cotton 
textiles were mainly the fierce competition from other countries. not- 
ably Japan and China; the comparatively lower quality of Indian 
goods on account of their not being produced on modernised a m i  
automatic machinery, the uncompetitive prices of Indian cloth which 
again was an off-shoot of outmoded machinery and the generd 
shrinkage in the international trade in cotton textiles. 

2. The Textlle Enquiry Committee. 1958 (Joshi Committee) had 
recommended the adoption of certain specific measures to restore the 
export trade in cotton textiles. The Committce after examining the 
causes for the decline in export of cottpn textiles rame to the con- 
clusion that unless special measures were taken to rehabilitate the 
outmoded machinery in a number of cotton textile mills and to "m- 
prove t h t  quality ~ n d  con~petitivcness of the Indian products, it ~ 1 1 1  
be dificult to arrest the decline. It was also pointed out that apart 
from the question of qaulity. the rigid price/cost structure made it 
almost impossible for cotton textile industry to compete in the world 
markets, especially against State-controlled industries which were 
known to be offering textiles in the international markets at below 
cost price. the difference !wing Irraded on to i n t e r n ~ l  prices Pakistan 
had also introduced a currency retention scheme. which mabled the 
exporter to make up the losses on exports by ga1ns on imported items. 

3. Thcb Ministry aftcr a comprehensive revicw of t h p  difHcultics 
expcricnccd i n  the export of Indian co l tc~n Trstilc cnnw t.. the  c3n -  
clusion that it was urgently necessary to improvr the competitive 
capacity of the Indian cotton pieccqcxrdsw~d also tn t m i b l i a  the t ry-  
t ~ l e  mills to undertake modest programme of modernisation and re- 
habilitation. It was also considered neeessnT that greater abftwt;fm 
had to be paid to increase exnorts of processed cloth which would 
earn more foreign exchange than would be the case if export of cloth 
were to be predominantly In grey form. 



4 basic aim of the Scheme was to use imports of textile dyes, 
millstores and textile machinery as an incentive to sell cheaper and 
to produce better quality cloth. A formula was also evolved where- 
by import of cotton could be used as an incentive for export of cloth. 

rr 
5. In evolving the integrated special export promotion scheme for 

cotton textiles, it was realised that a selective approach was inescape- 
able, although non-discriminatory solutions were preferable. The 
Ministry was of the view that direct subsidies did not provide a solu- 
tion and might only serve to provoke countervailing duties and 
other em.barrassing reactions. The next factor which had to be taken 
into account was the GATT angle. The GATT ensures that our goods 
are not discriminated against, either in terms of tariff or in terms of 
quotas, in comparison with the goods of other countries. It, however, 
contains a provbion under which if our goods are subsidised, coun- 
tervailing duties can be levied. Having regard to this position and 
the possible likelihood of the measures contemplated under the 
Scheme being regarded as a breach of our international obligations 
by providing an indirect element of subsidy the scheme was devised 
and drawn up on the justification of facilitating import of raw 
materials, machinery and accessories needed for the industry and to 
overcome our balance of payment position difBculties. Thus the 
cost in foreign exchange involved in import of dyes and chemicals 
under the scheme waste be found by savings on normal imports 
through established importers of dyes and chemicals millstores and 
rr,tton yarn, in regard to import entitlement for cotton, it was 
envisaged to tie a part of the import to the total imported require- 
ments of cotton, while the entitlement of machinery was related to 
the Monetary ceqing feasible of being found for the modernisation 
of the equipment in the textile industry. 

6. Under the Cotton Textiles Export Incentive Scheme mills 
whose cloth/yarn are exported are granted entitlements upto speci- 
fied percentages on the f.0.b. value of cloth/yarn exported, for jm- 
port of- 

(a) essential raw materials like coaltar dyes, textile chemicals, 
etc. as well as cqtton. 

(b) textile machinery for modernisation and rehabilitation 
of the productive plant, eventually to improve the quality 
of the cloth. 

Exporters of cloth/yarn are granted import entitlements for import 
of only coaltar dyes and chemicals. It is permissible for the ex- 



porters to sell the imported dyes and chemicals to the textile indua- 
try, the realisation on such sale constituting the incentive for them. 
Similarly, mills importing the dyes and chemicals are also permit- 
ted to seII the imported dyes and chemicals found surplus to their 
requirements. In regard to import of foreign cotton, a Scheme of 
Incentive is being operated by the Indian Cotton Mills Federation 
under which, on all imported cotton, premium at a specified percen- 
tage is collected rfrom the mills needing such cotton, and the Fund 
formed thereby is utilised f ~ r  disbursing cash incentive to mills ex- 
porting clothlyarn at speciAed percentages. 

7. The Scheme has been revised from time to time. The posi- 
tion is detailed below in a tubular form for purposes of easy under- 
standing: - 

As on As on As on 
3 1st Dec. r g 6 1  1st Jan. 1962 15-1 1-1965 

Manu- Iixpon- Manu- Expor- hlanu- Expor- 
facturers ers facturers ters facturers ters. 

Coaltar dyes & tex- 7% 3% 10% 50/ 7 .~9 ;  3.75% 
tile chemicals . of the f.0.b. value of the f.o.b. v&e of the f.0.b. value 

of cioth/yarn of clothiyarn of cloth/pm 
exported. exported. exported. 

Cotton . . . 66 213% Nil 66 2i3% Nil 66 2/37; Nil 
afthe f.0.b. ofthe I.0.b. of the f.0.b. 

vduc of cloth( value of cloth,' value of cloth' 
yarn exponcd yam exported yam exported 

Textile Machincry. 10% Nil 10% Nil 25% Ir; il 
of f.0.b. value of the f.0.b. of the f.0.b. value 

of cIoth/yarn value of cloth/ of cloth/yarn 
exported. yam exported. exponed. 

8. The basis for grant of import entitlement for cotton was again 
revbd with effect from 1st December, 1963 (i.e.) with regard to 
exparts of cloth effected on and after 1st December, 1963. The table 
below would indicate the current position with regard to retention 



and surrenderable cotton under the Cotton Textile Export Incentive 
Scheme: - 

Against export of cloth of the f.0.b. value of Rs. loo/-. 

Category of cloth Retention Surrender- Total 
cotton able cotton . 

(a1 Coarse and Medium . 40 262i3 662/3 

{b)  Coarse and Medium with a price of 
I KO P. or ov:r p x  .q. mztre . 56 24 80 

(c) Coarse and hledium with a price of 
150 P. or ovx p:r sq.  m ~ t r c  72 I 8 90 

( d )  Fine . . 66 2'3 33 1 /3 1 0 0  

(c) Superfine . roo Nil 100 

9. Category of Yarn. 

(a) Yarn of counts below 60s . 4 0  26-2'3 66-2 3 

(b )  Yarn of counts 60s and above 66-2 3 Nil 66 -2 '3  

10. The proportion of PL 480 cotton, global cotton of 1-1/16 and 
above but below 1-3/16" and of global cotton of I-3i16" and above 
to the total retention is given in the following table: 
- -  

P 4 8 0  Global (;lobal Total 
canon I - 1 6 1 -3 I 6 .  conon 

retention and above and above retention 
but below retention 

I 3 16' retention 

Caarsc and medium and/ 
ol yarn below 609 . . 25% 259; 50% 100% 



11. On the surrentlerable cotton cash premia payable are cwren- 
My as under: 

Market of Export Premium payable 
against export of 

--- 
Cloth Yam 

. I .  U.K. Auitralia and New Zriland . . 2 I 94. 26f% 

2. U.S.A. and West Europe . 50% 50% 

3. Rest of the World . 36% 36% 

N.B. (1):-iipcountr milis situated at a distance of 322 KM. and above 
from the port towns w$i be eligible to receive an additional cash incentive 
of 3 per cent. 

(2 )  Effectwe from exports made on and from 1st October 1965, mills are 
.being ailowed a special additional cash Incentive of Rs. 5 as an ad-hoc 
.measure for a perlod of S I X  months to give a filLip to exports. 

12. A. Three-Man ~drnmit tee consisting of the Additional Textile 
Commissioner, the Secretary-General of the Indian Cotton Mills 
Federation and the Chief Executive of the TEXPROFIL has been 

.set up to examine requests for special rates of incentives over the 
normal rates of cash incentives as prescribed and sanction wherever 
mch special incentive is considered necessary. 

13. it was permissible for mills to import non-viscose staple fibre 
and/or viscose rayon and/or synthetic yarn upto 20 per cent of the 
-value of their retention quota for import of foreign cotton for pro- 
duction of "mixed fabrics" for export. This provision has, however, 
.been withdrawn as from 1st January, 1965. 

14. Import entitlement for import of permissible items of textile 
.machinery is being calculated a t  25 per cent of the F.O.B. value of 
the cloth andlor yarn exported. The 25 per cent machinery entitle- 

.Nil:--On that portion of the compulsory surrender value of the cotton 
~entitlelnent for export effected to the U.K: on and from 1st May. 1965. 



ment is to be utilised in the following manner: 

(a) 80 per cent of 25 per cent of the value of import entitlement 
will be issued to the mills concerned for importing textile 
machinery with option to the mills receiving the import 
entitlement to transfer the value of the entitlements to any 
other manufacturer of textiles. The prior approvd of the 
Textile Commissioner, Bombay, should be obtained as re- 
gards the type or kind of machinery sought to be imported. 

(b) 20 per of 25 per cent of the value of the import entitlements. 
will be valid for import of permissible raw-material!com- 
ponents needed for the manufacture of textile machinery in 
India and should be transferred by the mills earning the 
entitlements to the indigenous machinery manufacturers on 
such terms and conditions as may be prescribed by the 
Textile Commissioner. 

15. On the f.0.b. value of the exports of cloth and yarn, whereas. 
the exporters are eligible to receive import entitlements for dyes and 
chemicals only, the mills on the same F.O.B. value of the cloth and 
yarn are eligible to receive import entitlements for dyes and chemi- 
cals, cotton and textile machinery. The incentives under the scheme 
is however greater in the link established between import of cotton 
and export of cotton textiles. 

16. The premia (cash incentive) against the value of cotton en- 
titlement surrendered is being disbursed by the Indian Cotton Mills 
Federation from the Export Promotion Fund maintained by the 
I.C.M.F. The Fund is mainly financed out of the premia collected on 
the value of foreign cotton licensed for import. 

17. An important provision introduced in the Scheme is that 
effective from 1st July 1965 grant of import entitlements against ek- 
port of all textiles including cotton textiks should be only an produc- 
tion of Bank Certificates evidencing realisation of hreign exchange 
against exports of a certificate issued by the Export Credit and 
Ghantee Corporation wherever exports are covered by the Corpo- 
ration's guarantee. 
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Comparative Statement of Mi&-made Cottort-Piece-Goo& 

Average Price realisation of Cotton Piece-goods from 1953 to 1965. 

Year Lakh Lakh Rs. Unit 
Metres Value per 

metre in 
Rs. 

1965 (Jan.-Sept.) . 3685.4 3567.7 0 . 9 7  

Estimated (3N5.3 '  (3828.9) (0.97) 

Sou~cx :--D.G.C.I.S.. Calcutta. 

J.C.C.I., Bombay. 

D.T.L.E., Bombay Cusroms. 

No~e:-Figuw~ in brrckeo rcprcwnt h F 0 r t S  in the tarrrrponding ~ r i d  of tbc: p m i w  
year. 



Comparative Statement of Export of Mill-made Cotton Yarn 

Average price redisation of cotton yarn from 1955 to 1965 and 
runit price. 

Year Lakh K g . ,  Lakh Rs. Unit 
Value 

p-r Kg. 

SOLWX 11.G.C I s.. Calcuttd. 

D.T.L.E., Bombay Customs. --- -- - - - - -- -- - - - -- 
NOTI. : --Figures in hrackcts represent exports in the correspending 

period of the previous year. 



APPENDIX XV 

[vide para 2.24 of this Report] 

Additional lnformation regarding Malpractices noticed in Export 
Production Schemes 

Q. No. 1. Which are the schemes in which malpratices/abuses 
were noticed? 

Q. No. 2. What was the nature of malpracticesfabuses involved? 

Q. No. 5. What was the modus operandi adopted by the defaulters 
in regard to the malpractices/abuses noticed in the operation of (i) 
t h e  export promotion scheme for zari goods and art silk ready-made 
garments, & ( i i )  the export promotion scheme of stainless steel pro- 
ducts? 

A. Nos. 1. 2 & 5.-The main instances where certain malpractices 
and abuses were not~ced are ( i )  the Export Promotion Scheme for 
Zari goods and art-silk readymade garments and (li) the Export 
Promotion Scheme for Stamless Steel Products In case of other 
Export Promotion Schemes, no major complaints of abuses have 
been received. Only a few isolated complaints regarding some 
abuses were received in respect of other Schemes. There were no 
specific compla~nt; about particular defects in any Export Promotion 
Schemes other than the two Schemes mentioned above. 

Some of the malpractices/abuses involved as reported were: 

(i) production of false documents; 

(ii)  mis-declaration of export goods; 

(iii) overinvoicing ; 

(iv) underinvoicing; 

(v) forgery of export documents. 

Tn the case of Zari goods and art-silk ready-made garments, the 
nature of default committed by the exporters was either in over- 
invoicing in some cases or  taking entitlement on furnishing an under- 
taking but not realidng the  money within the due perid of 180 days 



and even after extensions were granted by Reserve Bank of India 
for one year and two years. In these cases, severe penalties have 
been inflicted as mentionedln answer to Q. 4 and prosecutions will 
be launched wherever possible. In the few cases of stainless steel 
products, the default committed was either overinvoicing or incom- 
plete description of goods so that the checking of correct invoice 
values was dificult. 

Q. No. 3. What was the loss incurred to Government as a result of 
these malpractices/aSuses? 

k No. 3.-From the exports so far received, the statement at 
Appendix X gives the loss involved in export earnings as a result of 
malpractices. As regards estimated loss of foreign exchange in the 
case of failure to fulfil the obligations under advance licensing, the 
position has already been indicated in Appendices VII and IX en- 
closed with the reply to the points originally made by the Sub- 
Committee of the Public Accounts committee. 

Q. No. 4. What penal and preventive measures were taken when 
these malpracticedabuses were noticed? 

A. No. 4.-Failure to bring back the export earnings in the case 
of export of Zari goods, in which entitlements were obtained on the 
basis of legal undertaking to produce banker's certificate within 180 
days has been dealt with, without exception, by deregistration of the 
firms concerned. It was in this small Scheme only that undertakings 
were not fulfilled in a very large number of cases, and the total losses 
involved has been given in statement at Appendix X. part B. 

In all these cases of abuses or malpractices, in addition to deregis- 
tration, these firms have been reported to the %serve Bank of India 
as well as to aU the Licensing Authorities so that any facilities either 
of release of foreign exchange or licensing or assistance from Gov- 
ernment of any type are withheld from them. Also some of the cases 
have been handed over to the Central Intelligence Bureau for pro- 
secution. As regards preventive measure, the following action has 
been taken: - 

(i) The Export Promotion Scheme for Zari goods and Art-silk 
Readymade Garments was withdrawn in the same year 1963 and has 
not been since revived. 

(ii) The Export Promotbn Scheme for Stainless Steel was modi- 
fied, the import entitlement being related to the weight of exported 
material as it was not possible to assess and Ax the international 



prices of these products because of small packets of numerous types 
of their products and the highly speculative character of stainless 
steel in our country where there is no indigenous production of stain- 
less steel and the raw material is heavily in demand for domestic con- 
sumption. 

(iii) Even though there were not many cases of abuses and out of 
3 to 4 lakh of exporters of the country, the number of firms reported 
so far after years of continuous audit, inspection and scrutiny by al: 
authorities viz. customs, licensing authorities, Reserve Bank of India, 
Export Promotion Councils, Commodity Boards etc. for export earn- 
ings either defaulted or substantially unrealised was less than 200, 
the facility for obtaining import entitlement licences on the basis of 
legal undertaking to produce banker's certificate within 180 days 
has been withdrawn. 

(iv) the basis of advance licensing has been tightened. 

(v) 0verinvoicing.-In India's export trade, as in every country in 
the world, it is under-invoicing which is more prevalent than over- 
invoicing or over-valuation. Our own experience here, both of the 
Customs Department and Licensing Authorities, is under-invoicing 
than over-invoicing. As far as over-invoicing is concerned, it is practi- 
cally non-existent because it involves larger receipts of foreign ex- 
change which is not a practical proposition. Therefore. incidence of 
over-invoicing is insignificant. However, in a few cases where now 
realisation or partial realisation of foreign exchange receipts against 
exports takes place, particularly in cases where substantial import 
entitlements are available, several measures have been taken and 
stipulations made as mentioned below so as to completely rule out 
and minimise the possibilities of over-invoicing or over-valuation. i n  
cases where a few fraudulent exporters resort to over-invoicing, 
severe penalties a re  inflicted. With the further stipulation of pro- 
duction of banker's certificates before crititlements can be allowed, 
the possibility of over-invoicing which itself was margmal is ruled 
out. 

Due to the system of flxing schedule of international prices on the 
lower side and after full scrutiny of international prices in case of 
several export products under the schemes and on account of the 
procedure for maintenance by concerned Export Promotion Councils 
of international prices of export products, the cases of overinvoicing 
are  extremely few and rare. Entitlement is granted on the  basis of 
such scheduled prices mainta~ned or notified by the Sponsoring 



Authorlties or  the invoice prices, whichever is less. The items whew 
such schedules have been notified are: 

(i) Art silk fabrics, 

(ii) Natural silk and tussore silk fabrics and 

(iii) Woollen fabrics and Woollen goods. 

The Items where the Councils have fixed schedules of international 
prices to guide the Councils and exporters to check the invoice prices 
are (i) Engineering goods, ( i i )  non-ferrous metal products and (iii) 
plastics. The imports of rough diamonds, rough precious and semi- 
precious stones etc. and export of cut. polished and finished set or un- 
set d ;amnds.  precious and semi-precious stones are done entirely by 
Customs Appraisers on intrrnatlonal basis and regulations. 

(vi) U71derinuoicing.-For export o f  several products, minimum 
export prices are formally notified or mfi~rmally regulated so as to 
avoid under-invoicing, under-cutting or under-selling. No exports are 
allowed below such n'otified prices. As a measure of abundant cau- 
tion the main products whose exports are regulated as above are 
cardamom, tobacco, Bleeding Madras fabrics, Bleeding Madras gar- 
ments, jute goods where every export contract is resstered and 
approved by a Committee, iron and steel, iron ore from h a ,  vanas- 
pati, refined oil. 

Q. No. 6. How many complaints of shipment of sub-standard goods 
were received? What was the amount involved and what action was 
taken ? 

A. No. 6.-The number of complaints received by various bodies 
regarding attempts to ship sub-standard goods are  very few. This is 
not to say that such practices have not been idulged in a t  a11 but such 
complaints were very rare. The Qualitv Control R e g ~ l a t i O n ~  a d  
pre-shipment inspection has been enforced with regard to goods 
covered by some of the Export Promotion Schemes as well as in res- 
pect of most of the exports, assisted or moving wlthout any assistance. 
This has reduccd the shipment of substandard goods very much. 

Q. No. 7. How many complaints of  over-invoicing were received 
and what action was taken in this regard? 

A. No. 7.-Complaints of overinvoicing are received by the various 
Export Promotion Councils, Commodity Boards and Licensing Autho- 
rities and sometimes by the  Ministry who take action on the lines of 



Para 8.1 of'dppendix 23 of the Red Book. On the basis of informa- 
tion received from various authorities viz., Councils, Customs Autho- 
rities, Licensing Authorities, Commodity Boards etc., it appears that 
over and above zari g o d ,  there were about 44 complaints (including 
19 cases of exports of stainless steel products) of overinvoicing so far. 
This has to be compared to almost five lakhs shipments per year. In 
most of these cases of compraints of overinvoicing, the firms have 
been deregistered and debarred from taking any entitlements and 
will be black-listed and other penalties are being inflicted. In a few 
cases, the entitlements were suitably cut as per pmvislons under'the 
schemes or entitlements were totally withheld. A few cases are still 
under investigation. Cases of exports of stainless steel utensils made 
during the year 1963 (since then the scheme has been thoroughly 
recast as mentioned earlier) are being looked into by the Ministry to 
find out if any case of overinvoicing has gone unnoticed. So for 19 
cases oi stainless steel exports have been detected and are under In- 
vestigation. All these 19 cases have been placed under the Abeyance 
List pending final action. 

Q. No. 8. A detailed note may please be furnished about the :unc- 
tions of the Audit Party and the inspection team of the C.C.1.L E's 
Office. 

A. No &-An Inqxction and Audit U n ~ t  has been constituted in 
the Ofnce of the Chief Controller of Imports and Exports with the 
principal object of making a close study of thc manner o: working of 
Export Promotion Divis-ons in the Port Licensing Offices and the Ex- 
port Promotion Councils. This unit inspects and recommends mea- 
sures to streamhne the existing procedures In order to make the 
schemes more effective, useful and also free them from irre,gu!ar~ties 
or abuses. This team, after each study. also makes recommendations 
for plugging loopholes and making improvements in the various 
schemes with a v ~ e w  to promote better :ind larger exports The acti- 
vities of this Unit are not kept confined to inspection of export pro- 
motion work as detailed above but are also extended to include dis- 
cussions with the Customs Houses and the Rserve Bank of India on 
matters concerning import and clearance of goods under Export Pro- 
motion Schemeti, repatriation of foreign exchange against exports 
covered by these schemes, payment of comnlission to the foreign 
agents, remittances on account of compensation for dcfective quality, 
short shipment, etc. Also the Unit reports on any legitimate faellities 
that the exporters require and makes suggestions on steps required to 
be taken to remove difficulties experienced by exporters. 

Q. No. 9.-It is understood that the entitlements of non-viscose 
staple Abre are given to the textile mills against their esport of 



e t t o n  piece-goods. While issuing the entitlement certificates, the 
a c e  of the Textile Commissioner gives the following description in 
the said certificates: 

"Import of non-viscose Staple Fibre and/or Viscose Rayon Yarn 
and/or Synthetic Yarn and/or Polynosic Viscose staple 
Fibre". 

I t  is a h  understood that only the entitlements of non-viscose 
staple fibre are allowed for sale to the textile units with the permis- 
sion of the office of the Textile Commissioner. 

Only those mills which do not sell their non-viscose staple fibre 
entitlement are entitled to import Viscose Rayon Yarn and/or Synthe- 
tic yarn and/ or Polynosic Viscose Staple Fibre, but for their own 

. consumption and not for sale. 

(i) Have any complaints been received bv the Textile Com- 
missioner's OWce that some mills in Bombay have pur- 
chased these entitlements after getting necessary permission 
from the Oface of the Textile Commissioner, but instead of 
non-viscose staple fibre they have through their agents im- 
ported viscose staple Abre or Synthetic yarn and/or Poly- 
nosic Viscose staple fibre? 

(ii) A detailed note indicating the nature of complaints receiv- 
ed, investigations made and the results of such investigation 
may please be furnished. 

(iii) What is the total amount involved in this malpractice? 

(iv) What is the amount of loss, if any, suffered by the Govern- 
ment on this account? 

(v) What is the action taken (both penal and preventive) to 
avoid recurrence of such irregularities in future? 

A. No. 9.-In order to enable diversification and blending of man- 
made fibres & yarn in cotton fabrics for expanding manufacture of 
mixed saries, import of non-viscose staple fibre andlor viscose yam 
and/or synthetic yarn up to 20 per cent of the value of the retention 
quota for import of foreign cotton under the Cotton Textile Export 
Promotion Scheme was allowed. However as these fibres and yam 
became increasingly available to satisfy the small requirements of 
cotton textile mills, this provision was withdrawn from'lst January, 
1965. So long as these imports were allowed against exports made 
before 1st January, 1965, the pasitjon is that though one Mill could 
sdl the imparted staple fibre with the permission of the Textile Com- 



missioner to mother Mill, no such sale or transfer of imported viscose 
rayon ymn. or synthetic yam was permitted and if any Mill impoFEad 
this yarn against its retentian quota the Mill had to use it for its own 
consumption subject to certain conditions. 

(i) & (ii) Certain complaints had been received in the Textile 
Commissioner's oace and the matter had been reported to the Min- 
istry recently. It was reported that during the period from Septem- 
ber 1964 to June 1965, a particular Mill had purchased the import 
entitlements for staple Abre worth about Rs. 60 lakhs from 54 differ- 
ent Mills, in alleged collusion with a firm who figured as the autho- 
rised agent for the Mill. According to the Policy laid down, the 
Mill having the import entitlement is responsible for the actual im- 
port of the staple fibre subsequent to which sales or transfer could 
take place. It appears that the 54 Mills referred to above have tram- 
ferred the import licences for synthetic fibre by giving the necessary 
authorisatmn in favour of the Mill and its authorised agent. The 
latter appears to have managed to get the licences which were issued 
for non-viscose staple fibre converted into import licences for "non- 
viscose staple fibre and/or viscose rayon yarn and/or synthetic yarn" 
and imported nylon filament yarn which was not permissible. The 
Mills who have complained to the Textile Commissioner have gene- 
rally taken the stand that they effected sale of staple fibre only under 
the import licences and that the Mill and the agents referred to above 
somehow or other by dubious practices managed to get the import 
licences converted to synthetic yarn without their knowledge or con- 
sent. 

On receipt of information that such consignments of nylon 01s 
ment yarn imported as above were about to be cleared through the 
Customs or were shortly to arrive, the Textile Commissioner took up 
the matter with the Collector of Customs, Bombay. The Collector of 
Customs has, it its understood, held up the clearance of several con- 
signments pending enquiry. The Textile Commissioner has also 
informed all the Collectors of Customs at the vadous ports in India 
similarly. Some consignments had a h d y  been cleared before the 
matter came to the notice of the Textile Com~ssioner and the CoIlec- 
tors of CueDoms. 

The Textile Commissioner has already held meetings with the 
Customs and the Licensing Authorities at Bombay regarding action to 
be taken on consignmentj held up. It has been agreed that detailed 
caseatudy would be made immediately and legal advice taken on the 
further coursa of action. The Licensing Authorities have already 
imwd notices to dl the concerned Ifceneees aad holders of Letbrs of 
~ ~ f ~ j i )  ~s-IS. 



Authority to return the same without further commitments Thegr 
have also issued Show Cause Notices to the licensees as to why UIeir 
licences should not be cancelled on the ground that they were issued 
by mistake or mis-representation of facts. 

Some cases have already been enquired into and the materials 
collected so far were sent to the Legal Adviser of the Textile Commis-' 
sioner for advice. 

On receipt of advice in the particular cases referred to the Legal 
Adviser and in view of the complexity of the problem, it has now 
been decided to hand over these case; to the Special Police Establish- 
ment for full investigation. Accordingly, the Joint Chief controller 
of Imports and Exports, Bombay, has already sent a report to the 
Superintendent, Special Police Establishment, Bombay. The Special 
Police Establishment has been specially requested to take charge of 
the cases regarding the consignments held up by the Customs since 
immediate action is required in view of some notices served on the 
Collector of Customs intimating that the parties may approach the 
High Court if immediate clearance is not effected. 

Some consignment have also been held up in other ports. Many 
of the Mills have, however, approached the Textile Cominissioner 
intimating their willingness to use the yarn imported in accordance 
with the policy governing the Scheme and in such cases clearance 
has been authorised. The Textile Commissioner has also proposed to 
take similar action in case other Mills concerned also give an under- 
taking to utilise the yam in the above manner. 

(iii) As already mentioned earlier, the report indicates that im- 
port entitlements purchased by the Mill may be of the order of Rs. 60 
lacs in valtle. 

(iv) Question of loss suffered by the Government does not arise. 
The question is one of misuse of the entitlements. If the mills would 
have used it, it was alright. If the transfer and import would have 
been only of the staple fibre it would have been alright. I t  is conver- 
sion of the licence and import of nylon yarn which is objectionable 
because no such transfer or iale of synthetic yarn was permissible. 



(v) Further action to be taken in the matter will be decided on 
receipt of a detailed report from the Textile Commissioner along with 
the legal advice obtained by him. The alleged malpractice has taken 
place not because of any deficiency i? the Export Promotion Scheme 
itself. It Ss question of fraud or cheating. Relevant instructitma 
clear enough and if the malpractices are proved, severest action win 
be taken under the relevant laws of the country. 



ANNEXTURB 

A Statement showing item-zobe value of exports (excluding Zari 
Goo&) against which foreign exchange has not been realised 
from the year 1960 to 31st August, 1965. 

S. 
No. ' 

Item Total 

@s. 

Engineering Goods . 
Vanaspati . 
Basic Chemicals . 
PlasticGooda . 
Leather Goods - 
Agarbati . 
PnxxssedFoods. 

Handicraftd' . 
Deooratiated Cotton seed cakt 

10 Carpets . 1.16 

ra TanncdHides& Skins 67-27 

14 Sauddwood oil 0.Q 



B. Statement in nespect of Zari Goods where foreign exchange hor 
rtot been realised at Bombay, Calcutta and Madras Ports in 1963.. 

Zari Goo& - 469.71 l&h8 

TOTAL EXPORTS OF THB YBARS 1960 TO 31-8-65 yeam & eight 4167.87 
months) Crora, 

This is a very minor amount and bulk of which is 'accounted for 
by the faulty zari scheme which has been stopped immediately. Also 
from A much amount is expected to be realised. As compared to 
2 per cent to 5 per cent of non-realisation in export receipts through- 
out the world, our non-realisations as above have been insignificant. 



[Vide para 2.29 of thb Report] 

4 dotcriled note on the Export Promotion Scheme on Zori Good& 

The need for m&ing concenthated efbrta in the fleEd of exp6rts 
Was felt d&hg the Second Five Year Plan. One of the steps taken 
by the then Ministry of Commerce and Industry was to ask the Com- 
modity Boards to take measures for promotion of exports of respec- 
tive commodities dealt with by them. 

Among other commodities Government's attention was drawn to 
the posibilities of larger exports of zari goods. The Zari Enquiry 
Committee set up by the Government had observed that sufficient 
attention had not been paid to the  promotion of exports of zari. The 
Committee further observed that "the future prospects of zari export 
appears fairly good. There has already been a shift in the export 
demand, especially from countries with high level of income such 
as, West European countries, British Dominion and the United States. 
Given proper qualities, competitive prices and an all-out desire for 
export, much could be achieved in capturing some of these markets 
which are today being catered to by other countries". 

The export of zari until then had been static as shown below:- 

(Rs. in lakhs) 

The help provided to encourage the exports of zari consisted 01 
the following provisiord: - 

(a) Import entitlement was provided against export of imitation 
zari goods:- 

copper .. 36f74 
Tissue paper 

Gilding Chemicals 



(b) The scheme provided for registration of exporters on the 
basis of past exports or on tirm orders for more than Rs. 10,000 during 
any of the three calendar years preceding that of registration. 

(c) The scheme also provided for advance licensing for imported 
materials against entitlement for firm orders supported by irrevo- 
cable letter of credit or such other convincing evidence which may 
satisfy the Handicrafts Board of the bma fides of the exporters. 

The question of stepping up exports in the light of the Zari 
Enquiry Committee was discussed with the trade. They were in 
agreement that there was substantial scope for expansion of exports 
of Zari. But they considered the promotional measures inadequate. 
They submitted that only a few items of raw materials required by 
these industries were offered under the above scheme which did not 
cover several important raw material items required for zari goods 
etc. and expressed dissatisfaction with the scheme. They argued 
that the problem of including zari embroidered goods under the 
Export Promotion Scheme for zari was very important and ?hat 
several items with good export potential had been left out. It m s  
their considered belief that if these items particularly zari embroiaer- 
ed sarees, embroidered and ornamental footwears and bags etc. were 
included in the Scheme and if proper incentives were allowed, it 
would boost up the export trade. The trade submitted that the in- 
centives should be raised from 40T to 75%. Following these dis- 
cussions with the trade the All India Handicrafts Board collected 
specific data concerning the items required for manufacture, and also 
the cost of manufacture, in order to arrive at the reasonable export 
assistance necessary for increasing the export of these items. 

The various suggestions made by the trade were accepted and 
based on the data supplied by the industry (as per annexure 'A') it 
was agreed to raise the import entitlement to 755%. A comolidated 
scheme was therefore issued which provided entitlement of 754;. of 
the f.0.b. value of export on zari, embroidered and woven articles of 
zari and brocades of zari. The details may be seen at Annexure 'B'. 
This consolidated scheme did not include some of the real zarx 

items which required imported gold and silver at international prices. 
The internal prices of gold and silver both of which were produced 
in the country in very small quantities were extremely high as eom- 
pared to their international prices. Our zari goods containing gold 
and silver had to compete against such zari goods produced by 
Japan, Israel, France, Middle East Countries and African countries 
where gold and silver were available at low world prices. Therefore, 
further discussions took place with the representatives of Trade and 



with offkers of the Ministry of International Trade and finally with 
the ofacers of the Ministry of Finance where the requirements of 
the Trade for fixing entitlement of 75% was discussed. 

The total import entitlement was suggested to 75% taking into 
account the requirements of other items leaving gold and silver, i.e., 
raw silk, art silk and gilding chemicals. During discussion with 
the offlcers of the Ministry of Finance, it was impressed that in the 
end-product 14% was the requirement of gold and 50% of silver, both 
at international prices and the balance would consist of chemicals. 
art silk, raw silk, etc. Till then there was no Export Promotion 
Scheme for real zari goods containing gold and silver and the re- 
quirements of gold and silver were met by the industry by purchas- 
es from within the country. The problem, however, was that the 
gold was no longer available and internal prices of silver and gold 
were substantially out of alignment in relation to international 
prices It  was urged during discussion that this was making the 
industry non-competitive in the international markets and that if 
the exporters could have silver and gold at international prices, 
exports would be increased substantially. This proposal was finally 
accepted and an Export Promotion Scheme for real zari was issued; 
the details may be seen at Annexure 'C'. 

While in the scheme of art silk fabrics, the Textile Commissioner 
always used to fix international prices against which import entitle- 
ments were allowed and used to check up these prices with the 
ruling international prices of such fabrics, in case ol made-up articles 
of art silk and natural silk fabrics with zari embroidery and zari 
stichigg, it was impossible to correctly fix international prices in 
advance. No two pieces of zari goods can be uniform price and 
the dimensions of'different types of fabrics and garmentjl and made- 
up articles varied from consignment to consignment and even within 
the same consignment. Therefore, the Customs officials used to 
appraise the valuation before passing the goods. The appraisers also 
used to contact the local trade to fix up the correct f.0.b. prices. 
Several times, reports were being received from the trade that the 
Customs ofEcials put them to a lot of harassment and difficulties on 
account of this valuation. Likewise, frequent reports were being 
received from the Customs that they were under constant difficulties 
in appraising the prices and the traders were never satisfied with 
whatever va lue  they fixed in the Customs valuation. The AIHB, 
the Textile Commissioner and the Ministry of Commerce tried to 
resolve the situation. But there was hardly any satisfactory method 
by which the correct appraised f.0.b. values could be predetemlned 
or a s ~ ~ e d  at the time of passing the goods. This was entirely a 



new experiment for such item where the international pAceo were 
most fluctuating and also the packet of import entitlement was of a 
profitable character. Even though the packet of import entitlement 
was similar to the one in art silk fabrics, as mentioned above, in 
case of exports of art silk fabrics, there was a standard cloth construc- 
tion and yardage by which it was very easy to fix up correct inter- 
national prices of similar fabrics whereas zari goods consisted of wide 
range of products being more or less a matter of fashion and chang- 
ing designs and taste, no parallel goods were available in inter- 
national markets to compare the Customs valuations. Thus, in the 
nature of things itself, the problem was of a very difRcult nature. 

Despite the best efforts on the part of the trade, All India Handi- 
crafts Board, Customs and the Government, it was not possible to 
regulate the prices of such exports. In order to prevent the abuses 
taking place in this scheme, Government decided as a first step to 
withdraw the system of advance licensing and to watch the impact 
of this modification. Even after this new modification was practised 
for one month, complaints were being received aboul the harass- 
ment to the trade on the one hand and the difEculties of Customs 
valuation on the other. Therefore, to take a safer course even at 
the cost of losing the exports, Government decided to totally with- 
draw the scheme from December 1963. Since then several Com- 
mittees-technical committees, inter-Ministerial Comrnittes and ex- 
pert committees-have gone into this matter as to whether the zari 
goods scheme could be revived so that any possibilities of larger ex- 
ports of made-up articles, garments and zari goods of art silk, natu- 
ral silk and mixed fabrics could be permitted. After the stoppage 
of the Scheme in December 1W, Government, at one stage, even 
thought of creating a Central Garment Corporation in cooperation 
with the trade and industry so that all such zari goods and made-up 
articles could be canalised for their exports through a single Cor- 
poration. Even after examining the possibilities of such a Cor- 
poration, it was felt that it will be impossible to fix up correct 
international prices on the one hand and to make good the losses 
involved in exports of these goods as these losses were so heavy 
due to the local prices being very high and the international com- 
petitive prices being very low. Thus there was no way to com- 
pensate such losses either through import entitlements or heavy 
cash subsidies and even the mechanism of canalising them through 
a Central Garment Corporation would not be of much use. There- 
fore, Government Anally decided not to revive any scheme of this 
nature for zari goods. 

Present poeition therefore is that the Government has no scheme 
lo asaist the exports of such zari goods. 



Thus, it will be esen that no particular oacer or dl3cers were 
responsible for the defects in the =heme. The entire rangc of prol 
ducts was of such a type that no stipulation could have been sat& 
factory. In the nature of things where the products are of such 
diversified character with the prices varying according to designs 
and fancies of the foreign customers and with such high internal 
ruling prices of the basic fabrics and raw materials, the only conclu- 
sion was not to promote such exports unless somebody was prepared 
to export such products without any incentive or assistance. Thue, 
in the major effort for export promotion it is obvious that such 
cunor and few cases are bound to happen occasionally where in 
spite of the precautions, some abuse can occur. But when they 
cclme to the notice and are detected as was the case with the exports 
ol zari goods and exports of stainless steel goods, immediate reme- 
dial measures are taken. It is our good fortune that 111 the intense 
effort on so many fronts of the most difficult national task of export 
promotion we have had such rare (one or two) cases, where abuses 
dld take place and which were prevented and could be removed 
only by stopping the scheme because the nature of products was 
such that it was impossible to regulate them under any set of discip 
line excepting to totally prohibit and discourage the exports of such 
goods. 



Annexure A 
Grouping of ZarS (Gold Thread) and Zmi Products like Badla 

Chalak, Salrna, Sitara, Ring Katori, Gijai, Sa4, Kangani, etc. as per 
contents. 

Bullion content per roo tolas of Zari 
-- - - - - - - -- -- - --- --. - - - -- 

Real Gold Silver Yarn 

.- -- - - - 
Group A (i) GoM Gilded Real Upto 4 Grams 50 43 

thread on cotton 

(ii) Gold Gilded Real 
Zari Products! Upto 4 Grams 98 Nil 

Group B (i) Gold Gilded Real 
Zari thread on Silk From 4 Grams to 8 

Grams 70 30 

(ii) Gold Gilded Real 
Zari products. From 4 Grams to 8 Grams 98 Nil 

Group C (i) Gold Gilded 
Real Zari thread on 
Silk . From 8 Grams to 11 Grams 70 30 

(ii) Gold Gilded Real 
Zari products . From 8 Grms to 11 Grams 98 Nil 

Ororrp D (i) Gold plated 
Real Zari thread . Above 11 Grams 70 3 2 

(4 Gold plated Real 
Zari products . Above 11 Grams 98 Nil 

Note. -The Base Metal for all thesc is Silver 
Gold Cow Ycan 

&oup E (i) Gold Gilded Imita- 
tion Zari thread' . Upto 3 Grams 40 60 

(ii) Gold Gilded Imitation 
Zari productl: . Upto 3 Grams 9 Nu 

Note.-The Base Metal for this is Copper. 
-- . -- ---- - 

Note.-All the other products like Kinkhpb, Laces B Fith Brdarr, Zori 
textlles and Zarl embroidered i t e m  (which are also utgPrted) are the by- 
products of the above main products. 



S.No. Description of goods to be Total import entitle. Metals allo ~ e d  Limits upto which materials Remarke & Conditions, 
exported men t specified in Cot. 4 may be im- if any 

ported 

11. Imitation zari, embroidered 7504  of the F.O.B. Glass beads, Chattons, Within t h ~ s  7j.%, the entitle- The Corporation(HHEC) 
8 woven ~rticlcs of imitation value of exports. Copper, Synthetic merit can be utilised for Im- will supply glass beacla 
zari and brocades of fibres, gilding chemi- port of glass beads and and chartons ,within 
imitation zari etc. cals, Art Silk yarn, chattons not exceeding 5% this percentage, as 

raw silk. (permissible of F. 0. B. export value; desired by the exporten. 
arieties). copper not exceeding 36% 

of q.0.B. export value; 
synthetic fibres notexceed- 
ing 5 %  of F.O.B. export 
value ; gilding chemicds 
not exceeding 3% of the 
F.O.B. export value. f 



S.Na Description of goods to be TOW import Materials allowed Limits upto which rnateriab Remarks 8 Conditioq 
exported. entitlement specified in Col. 4 may be if any. 

i m p o d  

I. Red nri, embraid& & 75% of the F.O.B. Gdd, Silver, Art Silk Within this 75% the entitle- 
woven nt t ich  of red &, Vdue of exports. Y m ,  raw silk, man- ment can be used for import 
bmcrdw of real xari, etc. made fibres, gilding of gold not exceeding 14% 

chemicals (permissible of F.O.B. export value; 
varieties). silver not exceeding 50% 

of F.O.B. export value; 
man-made fibres not ex- 
mding  8% of F.O.B. 
export value ; and gilding 
chemicals not u r n d i n g  
3 :4 of F.O.B. export value. 

Besides art silk, raw sj& 
synthetic fibre & 
gilding missible chemicals type), (per- gold 

and silver will also be 
imported by the ex- 
porter directly. Li- 
c e ~  for gold and 
silver wil l  be issued 
by the Reserve Bmk. 
The u W o n  of 
gold will be repdrted 
by the exporters aa 
per the pmvisions of 
Gold Control Rules 
in force from time 
to time and as pu 
instructions that may 
be issued by Gold 
Board in this connco 
tion from time to 
time. 



(Vide Para 2.37 of this Report) 

A detailed note fullp explaining the staple fibre case. 

Information on the following points is given below: 

(i) Whether any inquiry was made to find out whether one 
mill would be able to consume such a large quantity of 
fibres before the licences were transferred to it; 

(ii) Whether the purchasing mill could indulge in regselling; 
(iii) Whether the endorsement made on the licence was the 

same as per the recommendation of the Textile Cammis- 
sioner ; 

(iv) The grounds on which the proceedings were dropped and 
re-opened. 

Regarding (i) 

The phnission issued by the Textile Commissioner was to cover 
the sale of staple fibre after the import of the material and no per- 
mission was given for the sale of quota letters or import licences. 
Since the permission to sell staple fibre of non-viscose origin im- 
ported by Cotton Textile Mills against export of cotton textiles was 
a? the rate of premium prevailing in the market, it was assumed 
that no mill purchasing staple fibrewill purchase a quantity in ex- 
cess of their requirements. It may also be mentioned that the per- 
mission to sell the staple fibre in this case was applied for by as 
many as 54 different mills over a period of 'ten months from Septem- 
ber 1964 to June 1965. There was also no set time limit for con- 
suming the staple fibre; it was o p n  to the mills to stock the fibre 
and consume it over a period of time. 

Regarding (ii) 

No re-selling of the staple fibre purchased by a mill was intended 
to  be allowed. 

Regading (iii) 
The following endorsement was typed on the licences:- 

"The quantity of staple fibre imported against this allocation 
shall not be transferred or sold by you to any other perg 



son or persons without the written permission of the Tex- 
tile Commissioner." 

This endorsement was made as per recommendation of the 
Textile Commissioner. 

Regarding (iv) 

The proceedings for the cancellation of licences under Clause I) 
of the Imports (Control) Order, 1955 were started, but licences have 
not been cancelled as the Ministry of Law advised that the licences 
having expired, it was not necessary to cancel them. 

It  was also found that the parties had opened letters of credit 
through the banks for importing goods against the licences much 
earlier than the issue of the show cause notices. The goods had 
already been shipped during the period of validity of the licences 
and had also reached the Indian port. Therefore, proceedings have 
since been started under Clause 10-C of the Imports (Control) Or- 
der, 1955 for giving direction for disposal of the imported goods to 
persons nominated by the Import Trade Control Authority at a price 
stipulated by them and within the specified time. 



APPENDIX Xwg 
[Vide para 2.40 of this Report] 

CowoIidotcd statement showing particulars of action taken in respect of 58 cases of Irregularities under e.p.  scheme investigated by the S.P.E./polue, 
from 1957 to 1965 

--- . -----a - - - - - -- - -. - -- 
Cases in which parties have been Prosecuted 

(1) 
Cases in which departmental action was taken 

(2) 

NO. of cases NO. of cases No. of cases Number of firms debarred for No of cases No. of cases Pending with 
in which par- let off the by which are sub- specified period, in which par- in which carges S.P.E.' 

ties were Courts. juduc in the ties were warned. could no, be 
punished by Courts. established by 

the Courts. S.P.E. & cases 
closed. 

- case (26) Case ( I  )--I half yearly period. 
Case (9)Andefinitely as defunct. 
Case (10)-I half yearly period. 
Case (11)- -dc- 
Case ( I  2)- - 4 ~  
Case (14)- d c - -  
Case (15)- do- 
Case (17)-2 half yearly periods. 
Case ( 2 3 k  do- 

Case (24)-I half yearly period. 
Case j26)-Indefinitely as non-exis- 

tent. 
Case (29)-2 annual periods. 

(7) Case (3) 
Case (28) Case (2) 

case (4) 
Case ( 5 )  
Case (6) 
Case (8) 
Case (13) 

Case (16) 
Case (18) 
Case (19) 
Cases (20) 
Case (21) 

Case (22) 





APPENDIX XIX 
(Vide para 2.47 of this Report) 

MINISTRY OF COMMERCE 

A detailed mte  relating to case No. 43 under Export 
Promotion Schemes 

General Procedure followed by the All India Handicrafts B o d  
before registration of a firm: 

The parties have to apply for registration in the prescribed f o - z  
In that form, the parties are required to quote the Income tax Veri- 
fication No. also. A copy of this form is at Annexure indicating 
the general procedure for registration of firms under Export Prom* 
tion Schemes. The firms have also to send with their application for 
registration a certificate from their Bankers in regard to their fin- 
ancial soundness. Till 2-12-63, the All India Handicrafts Board did 
aot make any reference to the Bankers direct in order to verify the 
genuineness of the Banker's certificates produced by the applicant- 
%rms. Thereafter, the Board introduced a change in the procedure 
whereby references were made to the Bankers asking them to con- 
firm having issued the Bank-certificate furnished by the party. A 
further change was introduced in the procedure with effect from 
M when it was decided that before registering the firm, the 
registering authority should make a reference to the licensing au- 
thority in whose jurisdiction the Head-omce of the applicant Arm 
lies, to ascertain if the licensing authority have any objection to 
the registration of the firm from the point of view of blacklisting or 
otherwise. 

2. The present procedure followed by the All India Handicrafts 
Board for registration of exporters: 

The present procedure followed by the All India Handicra~ts 
Board for registration of exporters is that as soon as an application 
is received by the Eoard, a reference is made to the Bankers as well 
as to the licensing authorities. To verify the h ' s  past exports or 
internal turn-over or production in handicrafts, the Board ask the 
firm to submit an additional certificate from their Bankers or Char- 
tered'llccountants, giving the export figures for the last thtee years. 
No cenkmtidn, however, is taken from t'he bank or chrtcred ec- * 

I . I 
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countants for having issued this certificates cer-g the firm's ex-. 
ports or internal sales or production during the last three 9reeed- 
h g  years. In case this is more than Rs. 5000 in handicrafts, the 
firm becomes .eligible for registration. No other verification is done 
for the Arm's existence before issue of the registration. On receipt 
of the application, the application is diarised and put u;, to the & 
sistant concerned for processing. A processing sheet evolved by 
the Handicrafts Board is used by the Assistant. Required documents, 
as mentioned above, are looked into by him and put up to the con- 
cerned omcer. At this stage, a reference is made to the bank 
for having issued the certificate of financial soundness. Another re- 
ference is made to the licensing authorities to obtain their clearance 
from blacklisting or otherwise. The final registration is issued only 
if clearance is received from the licensing authorities and confima- 
tion of bank for the ~ssue of their certificate for the soundness of 
the party is received and if the firm satisfies the 
tration regarding their past exports etc. 

3. The documents submitted by an applicant 
ments are taken as genuine unless there is some 
verification of the documents is done. 

Facts of the case of M/s. 'N. G. Kesavlaul: 

condition of regis- 

for import entitle- 
suspicion. No prior 

4. This party applied for registration under the Export Promo- 
tion Scheme for Handicrafts to the All India Handicrafts Board on 
5-4-63. Subsequently on 9-4-63, they produced a certificate dated 
6-4-63 purported to have been issued by the Punjab National Bank 
Ltd., Chawri Bazar, Delhi to the effect that the firm were maintain- 
ing a current account with the Bank for the last 6 years, that they 
were honest and fair in their dealings and that they enjoy a very 
good market mutation and were mainly carrying on export and 
import business. The certificate also mentioned that the party was 
in a position to import or export goods worth Rs. 4,50,000 in one lot. 
With their letter dated 9-4-63, the party also furnished a statement 
of exports made by them during 1960-61, 61-62 and 62-63 to U.K. 
duly authenticated by Auditors. I t  was on the basis of these dncn- 
ments that the Arm were registered vide Registration Certificate 
dated 29-5-63 by the All India Handicrafts Board with effect from 
5-4-1963. The certificate of Registration was personally collected by 
the party against a receipt signed by them. 

5. On 2-5-63, the party made an appliaation to the Director, All  . 
India Handicrafts Board #or Release w&r for Brass Billets. This 
application was actually received by the All India Handicrafts Board 
on 13-5-63. All India Handicrafts Board issued a release-order for 



6, On 2-563, the ~ r k y ,  made ap q&.i~&i~n far the.. impol-t d 
h o w  U ~ n u f ~ ~ ~ r e d  on the basia 05 e q w t s  said to haw been 
me; f ~ ,  b. @QjM. The application was. receiyed by the All hdia 
3@,1@igrJafts. Boa~4 on 6t.5-63 and was accompanied by. a Bill- af Lad- 
ipg, Bmk Cer;ti&ate regarding receipt of payment and invaiw. I t  
ww f~war&d by the Board to ths Joint O W .  C ~ n t r n W  of 
blqorts and %ports, C.L.A, New Delhi on 1-6rr63 with the recorn- 
q d a t i a n  for an import licence for Ivory unmmufactured for 
Rs. 33,000. The party had & qwM the Inclame tax Rerifkation 
Na in their application and stated that they had applied for the 

In terms of the policy and procedure in force, a licence for 
;Rs. 33,000 as recommended by the All India Handicrafts Board was 
issued on 19-6-63. The party was requested to produce the Income 
tax Verification Certificate within 15 days from the date of issue of 
the licence. But they failed to produce the Income tax Verification 
Certificate within the given time. Therefore on 24-7-63, they were 
reminded to furnish the Income tax Verification GertiAcate within 10 
Qscys. Simultaneously, on 25-7-63, a reference was made to the Pun: 
jab National hank for verification of the Bank certjficate produced 
by the party. On 29-7-63, the Bank replied that they had not issqed 
apy such certificate to the party. The let- sent to the party o p  
24-7-63 asking them to produce the Income tax Verification Certifi- 
cate was also received back undelivered on 17-8-1W. 

7. On 25-63, thc party made another application for import ot 
Zinc and Tin for Rs. 75,000 against their exports worth Rs. 1;20,500. 
The application was received by the All India Handicrafts Board on 
13-5-63 and was ac~c~mpanied by Bills of Lading, B ~ n k  Certificatq 
rggarding receipt of 2ayment and Invoices. The applicati~n waq, 
fprvmrded by the All India Handicrafts Board to the Joint chief 
Cantroller of Imports, C.L.A., New Delhi with a recommendation 
for the grant of a licence for Rs. 28,920 on 15-5-63. On 2fFg-63, a re- 
ference was made to the party by the Joint Chief Controller of 
Imports, C.L.A. asking them to explain how thq dates ofthe invoices 
tffere subsequent to the dates cd Bill of Lading. In reply to this, 
the party stgted in their letter dated 1-7-63 that w t& request of 
their buyers they had exparted the on despatch-certificate and, 

F 



afterwards made ou; invoices. As the Bank-certificates was not 
clear, Joint Chief Controller of Imports made a reference to the 
Punjab National Bank on -783 for verifktition of the Certificate 
issued by them. On 28-8-63, The Bank denied having issued the  
certificate. Ah interim reply &nt to the party on 25-7-65 had also 
been received back undelivered on 7-8-63 with, the postal remarks 
'not known'. Henne no licence was issued in this case. 

8.7 Immediately on receipt of intimation from the Bank, the 
Customs authorities were alerted not to honour the licence already 
issued and the matter was handed over to the S.P.E. on 28-9-83. W e  
SPE registered the FIR on 8-10-63. The licence was also cancelled 
on 27-9-1963. S.P.E. sent their report on 30-6-64, which revealed 
that the firm was a bogus one and was not in existence. It  a h  re- 
vealed that the import licence obtained by the party had not been 
utilised at any port. The licensing authorities were accordingly 
alerted not to issue any licences in the name of this party or its 
proprietor Shri N. G. Kesavlaul in future without obtaining specific 
instructions from the Hd. Qrs. office of the ITC Organisation. 

9. The Vigilance Officer of the Department of Social Security 
(The A.I.H.B. was under Department of Social Securlty upto Feb- 
ruary 1.~6 before being brought under the Ministry of Commerce) 
had gone into the details of this case and was advised by the S.P.E. 
that a Departmental enquiry be conducted for fixing the redponsibility 
and to find out whether there has been any lapse on the part of 
any officer or officials. Accordingly a departmental enquiry is being 
conducted. As soon as the enquiry is completed, strict action will 
be taken against the offlcials found responsible for any lapse or  
misuses. OSD (Vigilance) of Ministry of Commerce has now taken 
over this enquiry. 



Annexure to Appendix XIX 

Form of application for Registration under Export 
Promotion Scheme 

Dear Sirs, 

Subject:-Registration under the Export Promotion Scheme 
for 

Kindly register as under the above Scheme as Manufacturer 
exporters/Merchant exporters of (here mention 
the major products covered by the Scheme, exported by you). 

1. (a) Name and address (with telegraphic address and telr- 
phone No.) of Registered Office, Head Office and Branches. 

(b) Whether proprietory1Partnership concern or Private/ 
Public Limited Company or Co-operative Marketing Society 
etc. (Names of proprietors/Partn~s/Directors/Managing Directors 
should be furnished with their permanent addresses). 

(c) Names of the associate firms for whom the applicants act 
as agents in export business. 

(d) Name and address of the applicants' banker. 

(e) Income-tax Verification Number and date. 

2. (i)  Date of establishment of business/factory in India. 

(ii) Date of commencement of export business. 

(iii) Capital employed. 

3. Whether licensed/registered under the Industries (Develop- 
ment and Regulation) Act. If so, number and date of licence/ 
registration certificate. 

4. Whether products manufactured are on approved (DGS&D) 
rate/running contract, I.S.I. certification marked G.T.H. Alipore 
tasted or otherwise quality controlled (specify the soheme of 
Quality Control applicable). 



5. Whether, enlisted with DGTD/State Diredor of Industries/ 
Development Commissioner, S.S.I. 

6. (a) Details of past exports during the last three years, if 
any. (Products for which registration is sought and other products 
not covered by the Scheme should be indicated):- 

Year Description Quantity f.0.b. Unit Major Countrica in 
Value Value which exported 

(in case where there is no export, statement on internal sales 
turnover for the last three years of the items desired to be export- 
ed, duly attested by the auditors, should be submitted). 

6. (b) Details of commitment of future export for the succeeding 
three years:- 

Year Description of gooL Quantity Value 
to be exported 

-- -- - 

7. If new to export Aeld, state details of any overseas market 
surveys conducted or of export promotional efforts made. 

8. Have any complaints been received in respect of quality/ 
delivery/after sales-servicing of goods exported in the past and if 
so how were they disposed of. 

9. If merchant exporter, please indicate what arrangements 
have been made with manufacturers/manufacturer whose products 
to be exported. 

10. Export commodities in respect of which recognition is sought. 

11. Whether the firm is already registered exporter for some 
other commodity. If so, give recognition n u m k  and details there 
of. 
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12. (a) Whether a member of my &d& b a d e  body. ii 
m, give particulars. 

.: I ' f & ) ~ ' ~ e ~ e r  the '&m 4 registered under the ~aetoiies Act. If 
so, registration ho. and date. 

(c) Whether he holds a Corporation or Municipal licence from 
his factory premises for the current yehr. If so, number and date 
Cpit licence and the name of the issuing authority. 

- 13. A certificate from the applicant's bankers certifying the 
ilnancial position. 

14. Whether the applicant would choose to claim,import entitle- 
ment on monthly, quarterly, six monthly or yearly basis or claim 
the entitlement immediately after effecting the exports. 

We hereby solemnly declare the above stated information to 
be trud and conect and undertake without any reservation to: 

(i)  abide by the terms of the Registration Certificates 
granted to us on all our exports, 

(ii) use the import licences and quotas/permits of indigenous 
rnateaials granted to us under the scheme for the 
purpose for which they are b e d  and under the 
terms and conditions under which they are issued, 

(iii) agree to abide by any Code or conduct that may be pres- 
cribed by 

, We further understand that our registration is liable to be 
cancelled in the event of breach of any of the unldertakings 
mentioned above or for ceasing to fulfil the conditions for regi'is- 
tration of the positions of the Export Promotion Scheme. 

Yours faithfully, 

Name in Block letters 
i ( ' I  

Designation 

Residential Address 
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APPENDIX XX 

i(V& Para 3.4 of this Report) 
1 

Statrsdenrs shaming shrlq&riry and value oj exports and irnforts 
etc. under the various Barter agreements since 1957-58 todate. 

Q. No. Item 
I 2 

1 A s$atcmcnt showing the Six statements showing commod ity 
qliantity and value of and value of aprts and. imports 
exports and imports un- under v a r i w  barter deals agreewm 
der the various Barter wise since the year 1957-58 is en- 
Agreements since 1957- closed. A reference to the date 
$8 till date (agreement of approval is also given in the 
wise and year wise) relevant col. 

Statement No. I 
Barter deals of S. T. C. against ex- 

port of manganese and other ores 
prior to the incorporation of the M M  
T.C. in 1963. 

Statement No. 11 
Statement showing experts and imports 

made under barter by the S.T.C 
excluding those under statement No. 
I. 

Statemenr No. I I I  
Statement showing exports and imports 
made under barter by the M.M.T.C. 
for import of steel materials. 

Statement No. IV 
The expons and imports made by the 
M.M.T.C. under the first C.C.C. 
barter. 

stat- No. v 
Exports and imports made by  the 
M.M.T.C. under the second C.C.C. 
bona. - -- 



Statement No. VI  & V I  A 
Statement showing exports nd imports 

made by the M.M.T.C. for import of 
raw materials. 

The imformation relating to quantities 
imported or exported has been indi- 
cated where available. 

2 Where any import advance 
licenses issued in antici- 
pation of exports in 
regard to any of the above 
agreements ? If so, full 
particulars thereof may be 
furnished. 

Advance import licences were issued 
in anticipation of exports in regard 
to very high priority items like steel 
up to the end of the Year 1959. Such 
cases are mentioned in statement 
No. I. After the year 1959 even for 
high priority items like steel, this 
practice was discontinued. There 
were, however, three more cases after 
the year 1959 when advance import 
licences were issued. These a r e -  
(I) Item No. 27 of Statement No. I. 
Here the S.T.C. itself had to import 
stainless steel against exports of 
manganese ore and no private 
party was involved. (2) Item No. 
qa )  and (b) .in Staeement No. VI. 
In this case imports were allowed t o  
precede exports subject to the condi- 
tion that no payment in respect of import 
was allowed to be made munCll the foreign 
exchange by export had mafenerralised. 
The preimport was thus financed 
by suppliers credit and not by advan- 
ced release of foreign exchange. (3) 
Item No. 4 and 5 of Statement No. 
VI. In this case the party was autho- 
rised to import nylon tows before 
realisation of the foreign exchange 
on the export of manganese ore. 
This was allowed as a special case 
on an emergency basis as it was 
required for Defence purposes at the 
time of Chinese hvasion. The im- 
port was also debited to the foreign 
exchange ceiling allocated to the 
Textile Commissioner for defence 
purposes ultimately to be recouped 
by the export of manganese ore. 
The export obligation has since been 
fulfilled. 



3 Whether there were any 
failures in fulfilling the 
aport obligations under 
barter deals? If so, full 
particulars there of indi- 
cating action taken, if 
any may please be 
furnished. 

In respect of cases prior to 1960, apart 
fiom a few cases of marginal shortfafls 
in the fulfilment of export obligations 
the only case where there was a subs- 
tantial failure in fulfilling the export- 
obligation was that indicated. 
under item No. 6 in Statement No. I 
Apart from the forefieture of the Bank 
guarantee, departmental action has 
also been taken against the firm. 

In respect of other cases, the value of 
imports actually allowed has always 
been restricted to the value of the ex- 
ports effected and the foreign exchange 
realised, and import licenses are endor- 
sed with a stipulation to the above 
effect. Sl. nos. 2 & 3 in-Statement 
111 are typical examples. 



Statement I 

--- -- 
S. N m  of the Barter Approvals Item Qty. Value Actual Amt. of Items to be ~ . t t e  of & k b  
NO. bcneflciay exported (tons) (Rs.) Qty. payment imported && 

NO. Date Shipped received (R8.J 
.--- -- (Tons) (Re.) -- - - 

I All India Approval 5-9-1959 Mn.  Ore 26300 2571650 25863 2350115 Stainless Steel 3245100 3;;)8273 
Stainless SC(B)-15 Cr203 3650 681143 3662 768383 (Value of actual IfnPort8) 
Steel (291159 - 

3252793 3118508 23x17325 
- 

~.hPla& 
2 Aminchad CPIISIIAPI I 5!16-9-59 Mn. Ore 171700 20694221 158814 r 8563886 B: P. Sheets 

P*J- 450 Cr 203 7000 1109125 6944 1027109 C.R.Bar6 
CPl1611APl 26-5-59 Kvanite 1950 534950 1900 5311 56 Tinplates 
T 3 -  

I A  4-12-59 Mica 20000~0 lbs 3800000 961672 3811532 Wire, G.P. Sheets, 
624 - M.S.Rounds 
CPII~IIAPI 23-12-59 26138296 lbs. 23933683 
773 - 
CPlr 52/AP/ 
485 25-9-59 Tinplate 

q B.R. Hmnm CPlrplHBMl r1/12-11- Mn. Ore 30100 2588067 28617 2271671 BP, MS, CR 
a Moh.ul 591627 59 Sheets 

Bjr plHbtM1 24-12-59 Wire Rods, 
591779 CRCA Sheets 2261416 

@D Q~Y) 



Benga l 
corpn. 
Chunrnlal 
Bmr. 

Corpn. 
CPI152/C&B! 1-8-59 Mn. Ore iq200 10823350 38792 1352204 
306 
CP/15z/CBrB 12j14-9- 
422, 59 
C P , I ~ / C & B  12j14-9- 

Devldayal I /lo!STC/ 
Stainless B ~ h ( 5 9 )  9-2-59 Mn. Otc 30000 3833250 30239 3387056 
Steel Ltd. 

Hind Ind. CP/IJ~/HIC! 15-6-59 
Corpn. 183 

C P / I ~ ~ / H I C /  7-7-60 

Khcmka CP fSz/Khern- 24/25-8- 
(Agencies) ka / 59 5 9 
Ltd. 

BP & GP W 5 7 m  
Sheets 
HB Wires, 10045700 9431739 
MS Plates, (value of mual Imports) 
GPmP Sheets, 
Signal GI Wire 
Stainless S t n l  

675350 . BP Sheet, 
' G I ' W ' ~  

Mica I- 1- I922292 GR Shu t s  1866380 
Ibr. 

Mn. Ore 4800 4x6000 4816 400600 G I  Wirer 375725 

Mn. Ore 95100 12315783 79287 7 RS Joist8 
Cr203 24500 3967950 24085 14108389 Plates, 

M S  Billets 148539!33 
Mica ~OOCJO Ibs. 950000 4-5 1 1495742 - Ibs. MS&BP (Value of actual Imports) 

17133733 Sheets 



ria- 
%

 3. 
1 



R.B.Tl~akur CP/IS~/RB/S~ 30131-12-59 Mn. ow 
& Cn. 

R u m  Sons. 8 1 1  t / S r a /  15-6-59 Mn. ore -j. 
S.N.Khkm CPI~sz/Snfgr- 24-12-59 Mn. ore 
dr Co. Narain Khanan 

177 

Steel Rolling CP/ISZ/M 10-9-59 M n . m  
Mills. 416 

Surrendtr CP/132/S0/59 1o/rq-R-r9sg Mn. ore - P3 

1 4 m  1760667 12538 1378166 GI Wire 1@141o 
300 81201 225 54867 HB Wire 

2000 370500 1912 338433 GP sheets 

1212368 1771466 

R ~ c a  710719 7849 624913 Elc. Tin. plate 575aoo 

95200 Rs. ga lacs 92406 8524747 Tin plates 7691277 
(about) & other steel 

225750 22354691 225424 2o14& S.S. steel 
29- 4047806 23857 4064649 Strips: 24925742 

550 128220 504 117726 RP, H R S R  & 
1375 400136 1353 374465 GP sheets1 

7 m  r2825aa 72940 1321854 Tin Plate 
Ibs. Ibs. 

W.W.MS 
28213353 26028136 Plates GI 

WirelBP Sheets 
CDD w. 

BP/GP Sheets 4042120 
GI wire Rods. 

23000 2310875 24868 2350445 MS. Billets BP 2343330 
Sheets 

20000 1850125 22402 1898071 BP Sheets 1894150 
GP Sheets 

6000 5x3000 5855 460440 Elec Tin 
Tin plate wlw 

4- 
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I.N,C. Ntw Yoti, 
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Storrmmt s h a v i q  inrplementation oj h r t e  deds other than fm Import of Steel by MMTC 

EXPORT ITEM 

Manganese Ore 
- --- .-P - 

Barta Approval Export Contracted Shipment Import item 
SL 

Remarks -- 
No. Name of thc Party Dated Qty. Value (Rs.) Qty. Vaiue (Rs.) 

MIS. Ram BPhadur 
Thakllr. 

Do. 

Polyetu fibre 

urea 

Ammonium Sulphate 

Muriate of Potash 

Ammonium Sulpbarr 

Fully utilised. 

Do. El 
u 
CI 

Do. 

Do. 



Statemcnr shaming hpthmniarion of bartar deals comZudad jm rh Import oj  S t d - - e  on 31-12-65 
(Vatut in RL LakhN) 

S. No. Name of the bartering Party Date of Validity Item of export Value of Value of Value of R e m a ~ b  
approval period barter shipment import 

deal effected licences 
issued 

h&/s. East End (I) Ltd. Calcuna 

MJs. Chase Bright Steel Ltd. 
Bombay 

MIS. RamkrisFan Kulmr.trai, 
New DeLhi. 

Rs. 

4-12-62 31-1 2-64 Manganese OR 206-03 

22-1-63 31-12-64 Mn. Ore 30: 00) 37'59 
Tea 7 59 

I 31-12-64 M3npneseOre& 31.68 
Ferromangmesc 

1-4-63 31-12-64 Manganese Ore & roc.oo 
Chrome Ore. 

Rs. 

xo4.7a 

P.4 

30'35 

93 '05 

91-26 

30.66 

3.68 



9. Mls. P. Singh, Calcam . . 284-63 3r-ra-6q Do. $7'50 . . 11.p Lcna of Al~tbrhy 
transferred ro M(r 
Raikumar (India) 
Ltd at item 
No 16 below 
since no a p o r t 8  
were generated by 

1 tb Puty, 

to. MJr. Jan-de-Poorter, Calcm . 3c-I 1-63 f 31-12-64 Go. 15-00 13.11 10-93 
1 

rx. MIS. Chase Bright Steel Ltd 27-11-63 31-13-64 Manganese Ore & g0.00 to-50 30.00 
Bombay. Fe. Mn ; 

12. MIS. Chase Bright Steel Ltd. 6-12-63 6-6-64 Mmganere Ore 7'50 6-00 6.m 
Bombay. 

13. MIS. Indcn Bisekrs, Madras . 8-11-63 31-12-64 Do. 10.00 1 0 . d  8.98 

14. MJs. Hindustan Wires Ltd 31-12-63 31-12-64 D a  6.75 4'65 3'24 
Calcutta. 

IS. Mlr. Ramkrishan Kulwantrai, 13-1 1-63 13-12-64 Do. 35'00 31.73 23.31 
New Delhi. 

16. M/s. Rajkumar (T) Ltd Dehi . 10-I-% 31-12-64 Mangantsr Ore & toowoo 143.16 67.95 r 31-12-65 Chrome Ore. 

17. M!s. M. Golodetz & Co. Inc 10-1-64 31-12-64 Manganese On 170.00 162.25 169.37 
New York. 

18. MIS. Meteor Pvt. Ltd. Ncw 16-1-64 31-12-64 M~nmnescOrc & aoeao 11.57 11.57 
h l h i  Chrome Ore. 

19. Ws. Jaggi Bros. Calcutta . lo-6-63 31-12-64 Marganesr Ore & 7-50 4*11 . . Chrome Ore. 





p. Mia. Kamani Broa. 1'. Ltd. 
New Delhi. 

M / S .  Natwarlal S h n m d d ~ ~ ,  
Bombay. 

MIS. Cbax Bnght Steel Ltd. 
Bombay. 

MIS. Industrirl Engg. Co. 
Bombay. 

MIS. Ramkrishan Kulwsntrai 
New DeIhi. 

MIS. Enterprise & hianagement 
P. Ltd. Bombay. 

.%;S. I d c n  Hifelcra, Madrw , 

39. M;S. Elccuolyt~c 'rrnplatcs Ltd. 
Bombay. 

4 ' ~ .  % 5 .  Injia Flcxihle 'Tu'xs 
Mfg. Co. Bombay. 

De. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Da. 

3 1 - 3 4  Palmyrc Fibre 



M;S. Astrk  Meta 1 Presskip 
Works, HutLL 

369-65 Per missit le Ores 

qa. h.llS. New Iron 6( hieta1 Indur. 3c-6-65 30-Hj: Do. 3-20 . . . . 
kanpur. 

43. MIS. National hletal Indur. 7-7-65 30-9-65 Permissible O m  5.00 . . .. 
Bombay . 

4. M/S. Standard Wirt Products, 2-7-65 30-9-65 Do. 
Born t a).. 

45. MIS. Dclhi Trading Corp. 1-9-62 30-6-64 Mill S d e  Saap. 12,oooMiT 4-14 4' I4 
c21mna. 

46. MIS. Grand Smithy Works, 1-9-62 30-6-64 D o. I~,oooM/T 5-92 3'2 
Huwrah. 

47. M/S. Indian Steel Cop. Cdcutta 17-9-62 30-6-64 Do. 12,mMD' 4'43 4-40 

48. MIS. Indian Stecl Eqpt. Cat- 17-9-62 30-6-64 D a  12,rnM/T 5'33 5'33 
cutta. 

49. hl!S. Jai Trading Corp. C31cuttr 10-962 30-6-64 Do. 12,0wM/T 3.36 3-33 

5 a  M/S.  Dchi Trading Corp. 30-4-63 30-6-65 Do. j o , m M / T  4.23 1.83 
Cal;utta. 

p. M/S. Grand Smithy Works, 29-4-63 30-5-65 Do. 3o ,mM/T  8-63 0.19 
How rah. 

p. M/S. Harbanslal Malbotra, 31-7-63 31-3-65 Do. 25 ,mM/T  8 . 4  7-66 
Calcutta. 

5% M/S. N. Vrajbl& CQ B o r n  . 16-I-6q 3&6-65 Do. 5~000MIT 1-33 . . 





Statasnt N 
MANGANESE & OTHER 

(C.C.C. BARTER 

IST C.C.P. BARTER INDO-U.S 

1960-61 1961-62 
S1. Commodity Quantity - ---- 
No. contracted Qty. Value QtY. Value 

LIT S L/T S 

EXPORT : 

3 Thorium Nitrate . 250 short . . . . 132 short 4,75,081 
ton. ton. 

4 Chrpmc ore . against 1,156 40,286 3,790 1~18,288 
conversion 
Cwt. 

5 ManganeseDioxide Do. . . . . I49 8,748 

-.--- 
Dideuna of S 32,550 will be covered by *hipment of 

mangannc during 1966. 



ORES DMSION 

SECTION) 

AGKEEMENT DATED 3-3-1959 

1962-63 1963-64 1964-65 TOTAL --- -- 
QV. Value Qty. Value Qty. Value Qty. Value 
1-V S LIT S LIT , S LIT S 

I lo short 4,74,651 . . . . 
ton 

zqz short 9.49,732 
ton 



Starement V 
MANGANESE & OTHER ORES DMSION 

(C.C.C. BARTER SECTION) 
2nd C.C.C. Bsrtcr INDO U.S. AGREEMENT DATED 27-6-1963 

S1. Comn;odity Cortracted 1963-1964 1964-1965 1965-66(Upto 31-1 2-65) Total 
Na quantq 

Q ~ P .  \'aiue Q~Y.  Value Q ~ Y .  Value QW Value 
S s $ -. s 

EXPORT 

IMPORT i 



S- shacing iyJcmmtatratron pon'ria o j  barter deals concluded.fw the import of Raw Afa~etiaLr against Rs. Eight Crures Crih'ng 
(As on 3 1st  D~mbcr ,  I 965) 

-- (Vdx  in rupm lakhs) - 
&No, Name of the Bartering Party Date of Validity Item of export Value of Value of Item of import value of import Re- 

approval p e r i d  barter shirments Lixm 
deal. effected. issued 

1 N!s. Ciba of India Ltd., 
Bombay. 

2 Mjs. Valia Brothm, Bombay 

3 Mls. M. Gckhletz & Co. 
Inc. New York,(I.C.I.) 

4 M/s. Arthur Inport & Ex- 
ports, hrrlb3y. 

6 (A) M!?. CIBA of In* Ltd. 
Bombs y. 

(B) M:s. Ciba of In& Ltd., 
Bombay. 

5-7-63 31-3-64 Manganese ore 25.00 25'00 Codtar Dyes 25-00 

5-6-63 31-5-64 Manganese ore 25.m 24.65 Coaltar Dye8 25.00 

1-8-63 30-4-64 Manganese ore 1o.m 10.38 Dispersed Dyer 10-00 

7 M/s. \.'aka Brothers, Born- 
bay. 

conc 

28-1-65 28-1-64 Manganese ore, 100.00 74.35 &ro Chemicals 88.80 
Hauuitc & 
C.~;.me orel 







Staranmt VI-A 
Statement showing implementafion Potition o j  Bar& deals concludedfor the Import of Raw Materials against Rs. Three Crorer cn'ling 

as on 31-12-1g65. 
(Value in Rs. Lakhr - 

Serial Name nf the bartering Datc of Validity Item of Value of Value of Item of Value of 
NO. party approval pcriod export barter shipmcnt import import Rcmatlu 

deal effected licences 
issued 

Rs. Rs. Rs. 

I Mls. Tat3 Pison In- 30-11-64 31-3-65 Fcnommganese 7'50 7 .50  Agrochcmid 7-50 
dustries Ltd., Bom- 
bay. 

a h4,'s. Bharat Pulverising 1-12-65 30-6-65 Permissible 20.00 . . Do. - 
Mills Private Ltd., 
Bombay. 

3 MIS. Hoechst Pharmaceu- 28-11-64 31-3-65 Manganese 6.00 6-00 Phannauuticals 6.00 
trcals Ltd., Bombay. Om and 

Fenomanga- 
nese 

4 M!s. Raflis hdia Ltd., 1 3 9 6 5  31-12-65 Ferromanganc~ 3 .00  3 -00  Do. 
" Bombay. 

5 Ms. Products and Produce 22-4-65 30-6-65 Do. 4.00 4.00 Do. 4-00 
Private Ltd., Bombay 
(a/c Mls. Cymmnid) 

6 h@. b r  Private Ltd, 10-5-65 30-6-65 Do. t o ~ o o  10.03 Do. 10.00 
New Delhi. 

7 hQs.Germul Remedies 30-11-64 31-12-64 ManganeseOre 7-00 6-85 Do. 
Bombay. 







26 M s .  EIjIILP COQ. (I) 26-3-65 31-12-65 Do. 1g.m .. Do. . . 
P. Ltd., Bombay. 

37 Mla. Inden Bisekrs, 10-5-65 31-3-65 Do. 20.00 .. Non-femur . . 
Madras. metals & raw 

materials 
28 Mls. Natwarld Shamaldas 10-5-65 31-12-65 Fe. MnlSlag & 25-00 11 .84  Non-ferrous I .SI 

Bornboy (ale Mls. Born- 31-3-66 Bauxite metals & R.M. 
hay Metal, 
M!s. Metallica Works 

29 MIS. Inden Biselers, Madras 9-9-64 31-3-66 Ferrosilicon 75.00 23.66 Non-ferrous 
A/c Mls. Associated Batteries Metals Steel 

M[s. D. W.ddie & Co. & Raw Material 
Mls. Assmated Plgrnents 
MIS. Oldham & Sons. 
M/s. U n i v e d  Cables 
MIS. Indian Smltin 
M/s. Indian BatterylXifg. 
MIS. Eyre Smelting 
M/s. Port Gloater 

30 Mle. Rajkurnar (I) Ltd., 21-5-65 31-12-65 Bauxite 
Delhi. 

31 Mls. Khandelwal Bros. 19-4-65 31-12-65 Fe.Mn.Slag 
Pvt. Ltd., Bwnbay 
alc MIS. Bharat Battery 
Mia. Cable Corpn. 
M/s. Hindustan Metals 
MIS. Asian Cables 

2 5 . ~ 0  . . Non-ferrous 
metals 

50.00 6.84 Non-ferrous 
metals 

32 M/s. Hahr Mineral8 2-8-65 31-12-65 Bauxite 2.65 1.30 Do. 
Ja?megnr (alc. Mls. 
Oriental Power) 

33 MIS. B.K. Herman & 7-10-64 31-12-65 Bauxite1 25.00 . . Do. 
Mohatta, Calcutta I lmenite 

Torru. 251'57 196.74 - 



APPENDIX XXI 

[Vide Para 3-32 of the Report] 

Further Information re: Barter Deals on Sugar 

Sl. Nos. 35 to 39 of the Statement 

Agreements with:- 

(i) MIS. Khemchand Rajkumar, Delhi Dated the 11th July, 
1962. 

(ii) MIS. Bharat Trading Co., Bombay dated the 11th July, 1962. 

(iii) M/s. Rallis Bros., Switzerland, dated the 10th August, 
1%2. 

(iv) M/s. Golodetz Ltd., dated the 10th August, 1962; and 

(v) M/s. Industrial Engg., Bombay dated the 25th August, 
1962. 

Five barter deals for exports of sugar against import of staple 
fibre were concluded with the above firms with the approval of 
the Government. A statement showing the details regarding 
prices, deetination of exports and country of origin of items of 
impo~.ts into India etc. is attached. The Government had consi- 
dered the import of staple fibre as an assential item against 
exports of Indian sugar. 

Sugar was supplied a t  price fixed by Government generally cm 
the basis of the London Daily prices. Our country was faced 
with a large surplus of sugar in 1962. Government, therefore, decided 
to offer sugar for export under barter arrangements. 

In order to ascertain the prevailing international prices of 
stable fibre, references were made by the STC to the Textile 
Commissioner, Bombay and our Embassies in Tokyo, Paris and 
Italy. The prices agreed to and paid for the staple fibre were 
the prevailing intertlational prices. The imported staple fibre was 
delivered to the Jndian Cotton Mills Federation for distribution. 



Parry's Name and date Export Import 
SL of Agreement -- Remarks 

NO Item Qty. Price D e d -  Item Qty. Price Country 
Value nation in tomes  v a l u e  of Origin 

I 2 3 4 5 6 7 8 9 10 I I 

I MIS. Khcmchand Sugar 
Rajhunar. 
I 1-7-62 

2 MIS. Bharat Trading Sugar 
Co. 
I 1-7-62 

3 MIS. RaUi Bros. Sugar 
Switzerland. 
10-8-62 

4 M/s. Golndetz Ltd., Sugar 
10-8-62. 

I0,oao g.2 /-for 
MIT c i b i ~ - 2 ~  & 

m-colour 
ia a mixed 
~ P c k a g e  FOB 
Uowed 
Indian 
ports. 
(Total Rs. 31 
Iscs). 

r 5,- 6 231101- for 
L I T  C-29 

I 231-for 
D - 2 9  FOB 
sto\ved 
(Total Rs. 47 
lacs). 

at seller's 
option FOB 
stowed. 
(Tor a1 Rs. 
16.87 lacks) 

20,000 6 27/10/- for. 
M/T I n d i x  white 

crysral sugar 
1:OB sto\ved. 
(Total its.  
8 5 . 3 4  lacs). 

Non-prcferen- Staple (Approx) t znd  per Japan 
tial markets. fibre 1200 Ib. CIF 
Hongkomg I . S  denier (Total 
Middle I .5 '  staple Rs. 31 lacs). 

East. 

Middle East -4- 1800 -do- Japan 
Ports, Pakis- (Total Rs. 
tan, Hongkong. 47 lacs). 

I'akist~n and/ -do- 
or other non- 
prc ferential 
markets. 

Canada d o -  

625 2rd per lb. Japan 
CIF landed 
(Total Rs. 
16.87 lacs). 

3000 d o -  
(Total Rs. 
85.34 lacs) Canada1U.R. 



5 Industrid Engineering Sugar r o , m  & 231- for Pakistan Staple 1200 21d per lb. Japan 
Cs. L/T Dl29 at fibre 
25-8-62 

CIF W e d  
seller's I .  5 denier (Total 
option FOB 1 . 6 ' ~  staple Rs. 70.6) - .  stowed or 
FOR border 
W/East Pakis- 
tan. (Total 
Rs. 30.66 
lscs). 



APPENDIX XXII 

[Vide para 4.2 of this Report] 

(Ccrpy) 
SECRETARY, IRON & STEEL 

No. S C ( B )  -12/92/59. January 14, 1960. 

My dear Bam, 

Some time back, I wrote to you laying down the procedure 
for export of pig iron. The procedure in short was that sales for 
cash should be left to the producers. We have already indicated 
to Hindustan Steel 150,000 tons as a target to go on with. Sale 
upto 50,000 tons on barter against steel is to be handled by you 
and sale up to 25,000 tons against the import of items other than 
steel by the State Trading Corporation. 

2. I have been thinking of the procedure for ingots, slabs and 
perhaps billets. It looks as if we would have plenty of ingots/ 
slabs to sell in 1960 and perhaps some billets. Here also, I would 
like to lay down a procedure for sale. As it stands, exports have 
to be approved by you and covered by an export licence. It is 
not our intention to allocate the State Trading Corporation a share 
in the export of ingots, blooms and billets for import of items 
other than steel. Therefore, only sale for cash and sale against 
the import of steel items will arise. I should think that we should 
leave sales for cash to Hindustan Steel themselves. As you per- 
haps know, Hindustan Steel have already sold about 30,000 tons 
of Rourkela ingots at $-72 f.a.s. Indian ports. In regard to 
export on barter, I think that the best way to handle things will 
be for you to get the offers first. The offers will naturally indicate 
the prices for ingots and for steel to be imported. You might 
decide the steel prices first and get the concurrence of Hindustan 
Steel to the prices for the export items. 

3. Ministry of Finance have agreed to exports of 200,000 tons 
ingots and dabs and 50,000 tons of billets on barter basis for 
imports of essential steel items. They have desired that in arrang- 
ing the barters care should be taken to ensure that the catgories 
arranged for import are not those which are available at lower 
prices against cash licences. 



I think you could also indicate to a few select firms the pro- 
cedure outlined above. 

4. It is important that in view of the large surpluses of ingots 
and slabs we might have in l%O, offers are handled in a business- 
like way. It shouad be W b l e  to dose .deals within a week of 
the receipt of an offer. 

Yours sincerely, 

Sd/- S. Bkro<rWng= 

Shri A. S. Barn, ICS, 
Iron 8. Steel Controller, 
33, Netaji Subhas Road, 
CALCUTTA-1. 



[Vide para 4.3 of this. Reportr 
NO. SC (C) -5 (5) 160. 

MINISTRY OF STEEL, MINES & FUEL 
(Department of Iron and Steel) 

New Delhi, the 2nd February, 1968. 
-.- - -- - P 

Magha 1881 (Saka). 

From 
Shri C. A. Nair, 
Officer on Special Duty 

To 
The Iron & Steel Controller. 
33, Netaji Subhash Road, 
Calcutta-1. I 

SUBJECT.-Procedure for barter deals. 

Sir, 

The procedure adopted so far in the case of barter deals is to 
issue an import licence for steel after export has taken place. In 
barters, the size of the export commodity is large and deliveries 
can be made only over a period of time. If the present procedure 
is adopted, it is felt that the import of steel may take place after 
our pressing needs are over. It  may even come after our steel 
plants have started producing the same categorv. Hence the 
procedure to be folowed for barter deals in exports involving the 
export of scrap, pig iron, or steel ingots or slabs has been consi- 
dered in consultation with the Ministry of Finance and i t  has been 
decided to revise the existing procedure. 

2. In cases where delay in exports is anticipated for reasons 
satisfactory to the Iron and Steel Controller, the following procedure 
may be adopted: 

(a) On production of an irrevocable letter of credit assigned 
in the favour of the exporter for the value of the 



entire export quantity, an import licence for import 
of steel items may be ikueb 

(b) in case the exporter is not able to procure an irrevocable 
letter of credit for the entire quantity of export then 
he may be asked to furnish an irrevocable bank 
guarantee equivalent to 15% of the value of the 
import licence applied for. 

It should be made clear to the exporter that the guarantee 
will be forefeitable in case of failure to earn the foreign exchange 
by export, whatever be the reason therefor. It should also be made 
clear to the exporter that in case of failure to export, Iron and 
Steel Controller will have no further deelings with him. The 
guarantee will be releasable on actual export of the full quantity 
contracted for. 

Import licence should be issued only in cases where a firm 
contract for export exists. 

Yours faithfully, 

\ Sd/- C. A. NAIR, 
Officer on Special Duty. 



APPENDIX XXIV 
[Vide para 4: 16 of this Report] 

GOVERN~XENT OF INDIA 
MINISTRY OF STEEL & MINES 

(Department of Iron & Steel) 
Iron and Steel Controller, 

33, Netaji Subhas Road, 
CALCUTTA-1. 

No . . . . . . . . . . . . . . . . . .  Dated, the 
MIS. 
Dear Sirs, 

. . . . . . . . . . . .  SUBJECT : Export of in exchange of import of Steel 
muterials. I 

Please refer to the correspondence ending with letter Nos.. . . . . . . .  
both dated. . . . . . .  .addressed to you by Hindustan Steel Co. (Trans- 
port & Shipping Office) Calcutta. 

. . . .  Your proposal for export of. .and import of steel in exchange 
thereof is approved by this office subject to the following terms 
and conditions: - 

(a) You will be permitted to export. . . . . . . .  the specifications 
price and delivery of which is to be mutually agreed upon 

. . . . . .  by you with.. - - '"- 4 
(b) Against the total foreign exchange earning amounting to 

.you will have to import prime quality steel of the . . . . . . .  
following categories and sizes at CIF Indian Port price per 
ton as indicated below: 

Category Size & Specification Quantity C dr F price per 
in tons M/Ton (Basis) 



The prices indicated above are inclusive of quality extra but ex- 
clusive of extras for sizes and thicknesses for which the extras laid 
down in the Benelux extras list will be applicable. 

The above prices are applicable for materials shipped upto . . . . 
For materials shipped for during the period . . . . . . . . to . . . . . . . . 
reduction in price, iY any, on the basis of price quoted on Metal Bulle- 
tin publidled in the. . . . . .will be applicable. For shipments made 
during the period. . - . . .reduction in price on the basis of price quot- 
ed in Metal Bulletin published in the . . . . . . . .will be applicable. 

(c) Export of . . . . . .will normally have to precede import of 
steel in exchange. Proposals for pre-import of steel may also be 
considered if satisfactory irrevocable Letters of Credit for exports 
are produced and suitable Bank Guarantees are furnished. 

(d) Manufacturing Mills Certificate in proof of specification of 
imported steel, where applicable, must be furnished along with each 
consignment of imported steel. 

(e) If the statutory controlled price of steel to be imported is in 
excess of the landed cost of the same at the Indian Port plus your 
remuneration as fixed by the Iron & Steel Controller in terms of 
Public notice No. SC(B)-10(9)/ dated 22nd April, i952 as arnend- 
ed, the difference between statutory controlled price and landed 
cost plus remuneration in respect of such steel will have to be paid 
by you to the Iron & Steel Equalisation Fund. You may either pay 
such amount in cash or furnish a Bank Guarantee in the required 
proforma for the amount before Customs Clearance Permit is allow- 
ed to be issued for the steel imported by you. 

(f) The steel to be imported in exchange must be subject to dis- 
tribution control of the Iron & Steel Controller. 

(g) The export of. . . . . . .and import of Steel in exchange as 
mentiuned above will have to be completed within. . . . . . . . 

Your acceptance ~f the above terms and conditions should be 
communicated to this office within 7 days from the date of issue of 
this letter, failing which this letter will be treated as cancelled with- 
out any further reference to you. You are also requested to submit 
a formal indent in form ISC-42 for. . . . . .for planning on the Steel 
Works. You may also submit your application for export and im- 
port licences to this office in the prescribed forms. 

Yours faithfully, 
Dy. h0n and Steel ConttoELer. 



Copy to: (1) Shri B. N, Berry, Hindustan Steel Ltd., 2, Fairlie Place, 
Calcutta. 

(2) Ministry of Sted, Mines (Deptt. of Iron & Steel), 
New Delhi. 

(3) S.I.C. Section for issue of Import Licence on appli- 
cation. 

(4) Industries 'B' Section for issue of export licence on 
application. 

( 5 )  P. & A.O. 
Dy. Iron and Steel Controller. 



APPENDIX XXV 

[Vide para 4: 17 of this Report] 

SECRETARY, IRON & STEEL 

MINISTRY OF STEEL, MINES & FUEL 
NEW DELHI 

February 24, 1960. 

My dear Bam, 

I have repeated to you a message which I sent to Deb regarding 
exports of ingots, slabs and billets. 

You will remember that when you were here recently, you 
had told me that Hindustan Steel was finalising sales on barters 
which were against instructions I had issued earlier. I was then 
under the impression that you had not approved the import of 
the steel items. But I fmd that in the following deals you have 
also approved the import of steel items: 

tons 
(i) M/s V.D. Swami & Co. . . Slabs 25,000 

(ii) M/s John Ridley & Co. . Ingots 10,000 

(iii) M/s Ramakrishna Kulwant Rai . . Slabs 2%- 

(iv) Mk Apeejay Private Ltd. . - Ingots 50,000 

(v) M/s Khem Chand Raj Kumar . . Slabs 50,- 

(vi) M!s Amin Chand Payare La1 . . Slabs 90,000 

The points now arise are: (i) how many of these deals are 
likely to materialise, (ii) what are the delivery dates agreed to 
by Hindcstan Steel and whether they can be fulfilled by them, 
and (iii) is ther,e any provision in the contracts to Hindustan Steel 
for cancellation of the deals? I say this because, prima facie, it 
seems to me that many of these officers are speculative and by 
having accepted them, we would have merely sold on paper and 
tied ourselves up. 



I would therefore be glad if you could send for the Hindustan 
Steel representative in Calcutta, discuss each case individually 
and let me have a complete picture. Until this is done, I think we 
should not enter into more commitments. 

Yours sincerely, 

Shri A. S. Barn, TCS, 
Iron & Steel Controller, 
Calcutta. 



[Vide para 4.18 of this Report] 

COPY 

D.O. No. c:/3/59. 

February, 26, 1960. 

near Shri Bhoothalingam, 

Will you kindly refer to your 'Confidential' D.O. letter No. SC 
IC)-5(12)/60, dated 24th February, 1960, together with a copy of 
I he teleprinter message, addressed to Shri Deb, which was 
received by me last evening? 

In fact, the entire question of finalisation of export deals by 
Hindustan Steel and Steel Control was gone into in great detail 
by us in a meeting held on the 23rd with the representatives of 
the Mindustan Steel at Calcutta and from different plants. I am 
herewith enclosing the minutes of the meeting which will give you 
a complete picture of the position in regard to the export of slabs, 
ingots, billets and pig iron including the delivery schedulc. In 
the light of the decision taken in this meeting, Hindustan Steei 
will have to scale down their targets. We were told by Shri Bery 
of Hindustan Steel that since the question of specifications of 
exportable items was still to be finalised by mutual agreement, 
these offers were still open and there would, therefore, be no 
difficulty in his being able to reduce them, where necessary, to 
fit within the revised targets. 

As far as Steel Control barters are concerned, I am awaiting 
your instructions about tendering. 

Yours sincerely, 
w- 

(A. S. BAM). 
Shri S. Bhoothalingam, ICS, 
Secretary to Govt. of India. 
Department of Iron & Steel, 
Maulana Azad Road, 
New Delhi. 



[Vide para 4.25 of this Report] 

IRON AND STEEL CONTROLLER, CALCUTTA 

No. CP/AP/35/60/11/101 Dated, the 17-2-1962. 

MIS. Aminchand Payarelal. 
135, Canning Street, 
Calcutta. 

SUBJECT: Barter deal involving export of 20,000 tons o] Billets and 
import of finished steel , materials-furnishing of fresh 
Bank Guarantee. 

Ref.: Your letter Nos. EXP,'6A & EXPI7 both dated 15-2-62. 
Dear Sirs, 

Your attention is invited to this office letter No. CP  AP 35 60 111 
1388 of 8-11-1961, wherein you were asked to furnish a fresh Rank 
Guarantee which has not yet been furnished. It is not followed 
why you should not furnish Bank Guarantee as pre-import was 
allowed in view of' your special request and this ofllce could very 
well have refused to allow pre-import strictly speaking. 

In view of the accommodation allowed to  you, vou are honour- 
bound to furnish Bank Guarantee till such time the whole matter is 

e settled one way or other. 

We trust you will not fail to  furnish Bank Guarantee whatever 
may be the merits of your case, we should have your reply within 7 
days h ~ r e o f .  

Yours faithfully, 
Sd/- L. K. BOSE 

Asst. Iron & Steel Controller. 

Copy to: 

S. I. C. Branch with the request to consult Barter Purchase Sec- 
tion before issue of any Import Licence or Customs Clearance Per- 
mit in favour of the firm in question. 

Sd/- L. K. BOSE 
Asst. Ircm & Steel Controller. 



APPENDIX XXVIII 

[Vide para 4.29 of this Report] 

Extracts of notes recorded from file No. SC(B)-15 (70) 159 

SUBJECT: Import of 2248 tons of B.P. Sheets against export of 9338 
tons of ferrous scrap by Messrs. V. D. Swami and Co. 

The barter transaction for the import of 2248 tons of sheets in 
exchange for 9338 tons of ferrous scrap was approved by the Steel 
Controller. The value is approximately Rs. 17.3 lakhs. In all barter 
deals, we insist that export should precede import. In this parti- 
cular case however, the firm have requested that the import may 
be aIlowed first. They are prepared to give a bank guarantee for 
15 per cent of the value of scrap, i.e., for Rs. 2.6 lakhs. We would 
recommend acceptance of t6e proposal as an exception to the rule, 
subject to the condition that a bank guarantee is given for 20 per 
cent of the value of the deal, i.e., for Rs. 3.5 lakhs (as against 15 
per cent suggested by the firm), for the following reasons: 

(i) The shipment of sheets is understood to be in August. 
We need the sheets badly. 

(ii) The intention of the firm to export is clear from the fact 
that they are prepared to give a bank guarantee for 
Rs. 2.6 lakhs. 

' The sheets on arrival will, as in all other cases, be controlled 
and directed by the Steel Controller to important users. 

We would seek the concurrence of the Ministry of Finance to 
the proposal. 

Sd/- (G. RAMANATHAN) 
Deputy Secretary. 

Ministry of Finance 
(SM&F Division-Shri V. Ramachandran) . 

(Deptt. of Economic Affairs-Shri E. Kolet) - - - - - - --- - -- - - 
Min. of SMLF. Deptt. I&S U.O. No. ~~-(~)--15(Tj0)/59 

dated 15th May 1959. 



This is mainly for the EA9 to advise. 

The proposal amounts to this viz., that foreign exchange to the 
equivalent czf Rs. 17.3 lakhs will be released &st and the f i  will 
earn for us equivalent foreign exchange subsequently by the ex- 
port of scrap. To establish their bonafide the firm is prepared to 
give a bank guarantee-the wording of which will be vetted by 
the Iron & Steel Controller-and the Deptt. sugest 20 per cent. In 
case E.A. Deptt. agreed to this they may kindly say if for future 
transactions as well as on similar requests against past deals also 
this basis could be adopted. 

Sd/- (V. Ramachandran) 
16-5-1959 

Under Sew. 
E.A.D. (Shri E. Kolet) 
Ministry of F~~%<~(I&S,HSPL Division) 

u.o.No. IS-2164/59 dt. 18-5-59. 

MINISTRY OF FINANCE 

Department of Economic AfFairs 

Ministry of SM&F's note on p. 5 ante elaborates the barter pro- 
posal made by M!s V. D. Swami & Co. for import of 2248 tons of 
B. P. Sheets worth Rs. 17.3 lakhs against export of ferrous scrap 
of equivalent value. 

For barter transactions it has been the policy of Govt. that: 

Exports should precede imports; 

CIF value of imports is well within the f.0.b. value of 
exports ; 
the values of imports and exports are negotiated indi- 

vidually so that they are competitive world prices; 

the imports are needed either for projects in the core of 
the plan or for maintenance of economy; the exports are 
clearly in addition to the normal exports and there is 
exprtable surplus of the. commodity to be exported. 

The qondjtion at .  (1) a b o v ~  hps p e n  imposed with the intention 
to ensure that no foreign exchin& reledse would be needed and 
we would not <be committed to any foreign exchange liability. The 
tlrm have asked for relaxation of this condition for wMch they are 
225 (Ail) uL28. 



prepared to give a bank guarantee to the extent of 15 per cent of 
the value of exports to ,be made, which, we are afraid, will not re- 
lieve us from the foreign exchange liability that would have been 
incurred by that time by way of releasing foreign exchange for 
the imports. Furthermore, the purpose of the policy of not releas- 
ing any foreign exchange from our free resources in transacting 
these barters, wil be defeated. We, therefore, are not in a posi- 
tion to agree to the proposed relaxation. The Iron & Steel Con- 
troller may, however, consider the issue of the licence from his 
quota, if permitted in accordance with the import policy. 

Itd. 

If the Deptt. of Iron & Steel are satisfied about the essentiality 
of the imports in question we may let imports precede the export+ 
of ferrous scrap, as a special case subject to the bank guarantee 
being furnished for 20 per cent of the value of the deal, evidencing 
the bomfide intentions of the firm to export. The other condi- 
tions, prescribed. generally for all harter deals, will have to be 
enforced, and there will be no outflow of foreign exchange from 
our free resources at any stage, in putting the transactions through 
under this barter deal. 

DS (E. C. 11) Sd/- (A. SITARAMAN) 
23-5-59 

We definitely prefer that exports should precede imports. Any 
urgent demand could be met from the ceiling already allocated to 
ihe T&SC and it is open to him to import these requirements 
through this party & ensuring exports in due course. This will ulti- 
mately save the use of free resources. 

Sd/- (Y. I. SHAH) 

Min. of Finance (Iron & Steel Div.)-Shri V. Ramachandran 
MK d ~ i ; ; a i c ;  (DEA ju.o. NO. ~OZZ-CIE~W~I~ .  25-5-~9:~ - 

- 

Copy of notes in file No. SC (B) 23 (5) /60. 
: * t t . ' I  

As Secretary is ;ware, we have entered intq a few deals for the 
export of pig iron, ingots, slabs and billets against the import of steel 



items we need. The barter cosltracts already entered into and under 
consideration so far as we know them are lhted below:- 

-- -. - -- -----.. 
Export Quantity 

Quantity Exported 
7 

I .  Metal I m p m  . 2 O W  20,ooo 
2. Kul  ant Rai 2~,000 13,000 

3. V. D. Swami & Co. 30,000 (Under consideration) 
4. Ramkrishna Kulwant Rai 29,000 --do.- ----- .- ---- -- -- ---- - - -- --- 

The procedure we have been adopting in barters is to issue an 
import licence for steel after export. This has worked so far. But 
in future this procedure will require change. In barters, the size of 
the export commodity is large and deliveries can be made only over 
a period of time. If we wait till the exports have taken place to 
issue the import licence for steel, we might get the steel after our 
pressing needs are over; it may even come when we have our own 
production. We have, therefore, to think of a new procedure where 
we can get the steel right now, allowing exports to follow, if neces- 
sary. All that is necessary is to ensure that the exports, equivalent 
to the value of imports, take place. It is not possible to get an irre- 
vocable letter of credits opened in all cases. This is because letters 
of credit are opened normally a week or two before goods are ready 
for shipment. The alternative would be to get a bank guarantee 
from the firm to the value of 15 per cent of the deal. An import 
licence can be issued on production of the Bank guarantee, the money 
being forfeitable to Government if the party does not export the iron 
according to the agreed schedule of exports. The bank guarantee 
can be released after the entire contracted quantity in exported. 

We could make it clear to the firms that in case they fail, we 
would have no further dealings with them. We have adopted this 
procedure in 2 or 3 scrap-steel barters and there has been no 
failure. 

2. I mentioned this to Secretary this morning and he generally 
approved the approach. If Secretary, therefore, aporoves, I pro- 
pose to inform the Controller that in bartar deals, he may, if delay 
is anticipated in exports, issue import licences for steel. 

(a) as soon as HSL certified that they have received an irre- 
vocable letter of credit assigned in their favour for the 
value of the entire expbrt quantity 

(b) furnishes a bank guarantee equivalent to 15 per cent 
of the value of the import applied for but not exceed- 
ing the f.0.b. value of the contract between HSL and the 



importer). The guarantee will be forfeitable in cases 'of 
failure to earn the exchange and will be releasable on 
actual export. 

3. I have consulted the Economic Affairs Department (Mr. 
Jagannathan) on this and he has agreed that we could go forward 
on this basis. After issue ol orders, I shall send a copy of this note 
to Mr. Jagannathan. 

Sd/- (S. BHOOTHALINGAM) 
18-1-60 

Sd/- (S. BHOOTHALINGAM) 
20-1-60 

A. P. A. may kindly see before issue. We discussed this yesterday. 

Sd/- (G. RAMANATHAN) 
20-1-60 

In so far EAD have no objection, we have no comments. I have 
mentioned to JS (I&) also. He agrees. 

Sd/- V. RAMACHANDRAN 
.dt. 23-1-60 

EAD (Shri Jagannathan) 
%fin. of Finance (IS-@ Divn.) u.0. No. 1~=24/60,dt. 23-1-60. 

4 

Please see and keep copies and return to F.A. (Iron and Steel) 
assuming you have no comments. 

Sd/- S. JAGANNATHAN 
24-1-60 

I understand from Shri G. Ramanathan that even though import 
of steel might precede the actual export of Iron etc., there would al- 
ways be a Arm contract for export which would be a condition pre- 
cedent apart from other conditions mentioned in Shri Ramana- 
than's note, before any import licence is granted. I have mentioned 
this clarification to Addl. Secy. Shri Jagannathan and we have no 
other comments. 

Sd/- Y. T. SHAH 
dt. ' 27-1-60 

Deptt. of Iron and Steel (Shri G. Ramanathan, IAS, Dy. Secy). 
Min. of Finance (Deptt. of Economic A=-------- 

U.O. NO. 4 7 1 : ~ . 1 . ~ .  160 dt .  29-1-60 



APPENDIX XXIX 

[Vide para 4.43 of this Report] 
D.O. No. CJRKKK (32) /60. Confidential 

November 14, 1960. 
Dear Shri Srinagesh, 

This has reference to the discussions we had at the DUM DUM 
AIR PORT yesterday about sale of slabs and ingots by Hindustan 
Steel, against Barter deals. The particular case about which some 
dieticulty has arisen relates to a barter deal sanctioned .by us in 

t j favour of M/s. Ram Krishan Kulwant Rai, one of our established 
importers and exporters of steel. Briefly the facts of the case are as 
follows: - 

M/s. Ram Krishan Kulwant Rai submitted on 28th March, 1960 
a barter proposal for export of 25,000 tons of slabs, ingots and blooms. 
We examined this proposal and in May, 1960 we communicated t, 
them the terms and conditions under which their barter deal could 
be approved. I enclose a copy of this letter for your ready reference. 
You will see that one of the conditions laid down by us in this letter 
is that the delivery, specification and price of the slabs, ingots and 
blooms to be exported will have to be actually agreed upon by the 
firm with Hindustan Steel Ltd. On the 6th of May. 1660 the firm 
accepted the terms and conditions laid down by us. 

On 1st June the firm applied for an import licence for the mate- 
rials to be imparted under this barter deal and also furnished a Bank 
Guarantee for 15 per cent of the value of stores to be imported be- 
cause they wanted to import steel before export. According to the 
instructions of the Ministry; we are authorised to allow import be- 
fore export against 15 per cent Bank Guarantee, provided we are 
satisfied that the Arm have made suitable arrangements for export. 
Normally, therefore, before issue of an import licence we should 
have got it confirmed by Hindustan Steel Ltd. that they have no 
difBculty in supplying the slabs, ingots and blooms which the firm 
wants ta e p r t .  Unfor tq te ly  in $his particular case this was not 
done apd an import licence was issued to the f i q .  The firm has 
389 aeptdy i ~ 0 . M  quhstapti 4 ,quantities .of st@ agaiost the im- 
,* licoly~e granted t@mb m e  question ,af allp-~~r&&~expQrts against 



this barter deal has therefore assumed some importance. We have 
now been informed by Hindustan Steel that they have not agreed 
to supply any slabs, ingots or blooms to this party against this parti- 
cular deal. We are not aware of the reasons for the inability of 
Hindustan Steel to supply'the .requisite quantities of slabs, ingots 
or blooms to this party. In fact we have been repeatedly told that 
the Rourkela Plant has accumulated large quantities of slabs and 
ingots which they are unable to dispose of as these slabs & ingots do 
not conform to any standard specification and have to be sold as 
untested. I understand there is a proposal to roll these ingots and 
slabs into untested plates of heavier sizes. This proposal is not a 
sound one as there is very little demand for heavy untested plates 
in the country. I strongly feel, therefore, that Hindustan Steel 
should rather welcome proposals for export of slabs and ingots lying 
in their stocks. We had actually contacted MIS. Ram Krishan Kul- 
want Rai to find out whether they would be prepared to accept 
slabs & ingots which are lying in stock at Rourkela irrespective of 
the quality & Analysis of this materials from stock. I enclose a copy 
of letter which has been sent by the firms to us confirming that they 
would be willing to accept these materials from stock. In view of 
this categorical acceptance by the firm, I am sure you will readily 
agree to make available 25,000 tons of slabs and/or ingots as may be 
found convenient by Rourkela f w  export by the firm against this 
particular barter deal. I shall be grateful if you will kindly issue 
suitable instructions immediately to Bery of your Calcutta OfTice to 
review the matter and to offer 25,000 tons of slabs and ingots from 
stock to this party and to sign the contract as early as possible. 

On the general question of disposal of slabs and ingots lying in 
stock at Rourkela also, I feel that a similar approach should be 
made, i.e., if Hindustan Steel is not in a position to sell them for ex- 
port on cash basis, they might offer these materials to us for s d e  
on barter basis. This would no doubt give us valuable foreign ex- 
change for import of steel but also enable the Rourkela Steel Plant 
to get rid of the large accumulation of slabs and ingots which they 
would not be able to dispose of otherwise by rolling them down 
to unpopular sections. , 

I shall be patehrl if y ~ ~ w i l l  kindly issue immecMate ~imtructiorita a 

in the matter to all concerned. I am sending a copy of this letter 
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to Slhri Bhoothalingarn whom I have already apprised of the poeitioa 
and whb also spoke to you about it  yesterday. 

Encl: - 
Yours sincerely, 

Sd/- A. S. BAM 

Shri J. M. Shrinagesh 
Chairman, 
Hindustan Steel Ltd., Ranchi. 

Copy to: - (1) Shri S. Bhoothalingam, 
Secretary to the Govt. of India, 
Deptt. of Iron and Steel, 
New Delhi. 

(COPY 
From 

J. M. Shrinagesh, 
Chairman, 
Hindustan Steel Ltd., 
P.O. Hinoo, Ranchi. 

November, 26, 1960. 

My Dear Bam, 

Please refer to your letter No. C/RKR/32 (60) dated November 
14, regarding the sale of slabs and ingots by HSL against barter 
deals, which we have now re-examined. 

We have noted that M/s. Ram Krishan Kulwant Rai have already 
been allowed to import finished products through oversight. As a 
commitment has been made by your office, which you have to keep, 
we are prepared to offer whatever ingots/slabs we have in stock at 
Rourkela of different grades, analysis and dimensions, on the clear 
understanding that the materials will have to be accepted as they 
are, without further rejection of the quantity offered. 

The price for these ingots and slabs would be the same as offered 
to MIS. Ram Krishan Kulwant Rai, against their existing barter 
deal for 5,000. tons, namely 84 Dollars nett. FOB per metric tonne 
for slabs and 72 Dollars nett per metric tonne FOB for ingots. I 
would, however, point out that, offering material for export to this 
party at &is stage; rould result in w n s i d a b l e  critidsm. 



Materials lying in stock at our plants, ihcludfng Rourkcla, oan 
now be sold by us on a cash basis. In fact, deals have already been 
concluded for export on cash sale basis, for all the materials that 
our plants have been able to offer. Of course, you will appreciate 
that whatever is shown as stock figures in the plants is not all for 
sale, as the plants themselves would like to keep substantial quan- 
tities as reserve during any possible emergency. Some stocks have 
also not been offered for sale either because the plants would re- 
quire more time for classifying them according to grades analysis 
etc. or they feel they could roll them into untested materials in due 
course which would give us a better return. 

I find we had previously written to you, suggesting that our sur- 
plus ingots slabs be rolled into untested plates. Subsequent discus- 
sion between your offlce and Rourkela would indicate that there 1s 
.hardly any demand in India for untested plates in the heavier, 
thickness over 12 mm. In the circumstances, instead of selling the 
ingots and dabs as such, it would be preferable to roll them into 
untested plates, against export orders which we might be able to 
procure on a cash basis. This would also keep our Plant Mill fed 
with minimum quantum of orders, to keep it running at an econo- 
mical rate. The export of finished products like plates would cer- 
tainly give us a better return, as compared to the export of our 
steel in the shape of ingots and salabs. 

I am, therefore, advising my Export Sales CMlce to contact you 
for increasing the quantity allotted for export from the present 
figure of about 5,000 tons of untested plates to about 30,000 tons or 
more as may be found necessary for our Rourkela Works. 

Sh. A S. Barn, Iron & Steel Controller, Yours sincerely, 
33, Netaji Subhas Rd. Calcutta. Sd/- J. M. SHRINAGESH 

From 
A. S. Barn 

(COPY) 
D.O. No. CPJRKK (32) 160; 

Iron and Steel Controller. dt. 13-1-1961 

My dear Shri Shrinagesh, 

Many thanks fo your d.0. NO. 173-CH160 dated 26th November, 
1960 about the sale of slabs and ingots by HSL against barter deals. 
I purposely delayed a reply to fotu kttarw I. wm hwaftfrlg Yurther 
wrnmunicatlbns from 4mr &p& Sale$ OfPLce at Calcutta regard- 
ing the particular deal which has to be flnalised in favour of Ram 



Krishan Kulwant Rai. I am sony  to report that we have not re- 
ceived any further cnmmunication from them as to whether this 
particular deal has since been ha l i sed  or not. Meanwhile, we  have 
received copies of some of the letters written by the firm to your 
Calcutta Office. But your Calcutta Ofice do not seem to have taken 
any action in the ma!ter so far. 

I am a mtle pumled at your statement to the effect that offering 
materials for expor! to Ram Krishan Kdwant  Rai 'could result in 
considerable criticism'. I wish you had made it a little more clear 
as to how your propcaal t u  offer slabs for export to this firm against 
the deal which was sanctioned by the Iron and Steel Controller as 
far back as March, 1960, and duly communicated to your office 
could be criticised by anybody particularly when Rourkela Steel 
Plant is having very large stocks if Slabs and ingots. These I saw 
myself at  the time of my visit to Rourkela for Ecafe session. This 
accumulation I believe cannot be utilised except for making h ~ a v y  
sized untested plates for which there is little demand in the coun!ry, 
and for which export demands are also doubtful. I would also like 
to point out that the rate offered by you to the firm is very attrac- 
tive and you cannot possibly get a better offer either against a bar- 
ter deal or cash export. In faci, I find from the statement of export 
tlcals already finaliscd by your Calcutta Office that HSL has aiready 
agreed to sell on cash basis 9,000 tons of slabs and 8,550 tons of 
blooms to M/s. United Metal & Ore Corporation, Calcutta at  $. 62 
f.0.b. Ca1cutta;Vizag and 5,226 tons of ingots to Surrendra Overseas 
on barter basis a t  $ 53 f.0.b. The price offered to Ram Kishan Kul- 
want Rai viz. $. 84 f.0.b. per metric ton, which I understand the firm 
is prepared to accept its, therefore, certainly very much attractive 
to  cause any criticism to HSL. 

In any case, I would request you to finalise this particular barter 
deal as early as possible as the prices of steel in the World Market 
have been showing ;1 considerable downward trend in recent mordhs 
and further delay may only complicate matters. 

Your sincerely, 
W/- A. S .  BAM 

Sh. J. M. Shrinagesh, 
Chairman, HSL, P.O. Hinoo Ranchi. 

Copy forwarded to Shri S. Bhooth'alingam, Secretary to the @v- 
ment of India, Ministry of' Steel, Mines Q Fuel, Departmerit of Iron 
and Steel, New Delhi. 

Sd/- A. S. BAAd 
Iron and Steel Controller. 



APPENDIX XXX 

(Vide para 4.59 of this Report) 

D.O. NO. SC (B)-12(48) 159 
GO- OF INDIA 

MINISTRY OF STEEL, MINES & FUEL 
(lhpartment of Iron & Steel) 

Dated. New Delhi, 26130th Nov. '59. 

Dear Shri Mukherjee, 

Please refer to your D.O. letter No. PIE15 dated 17th September, 
1959 .to Shri Ramanathan regarding export of pig iron by Messrs 
Metal Imports. We have considered the matter in consultation with 
the Ministry of Finance. We feel that it would not be sufllcient if a 
bank guarantee for 20 per cent of the FOB value of the pig iron to be 
exported is obtained. We consider that it will be better in i l l  cases 
for the Iron & Steel Controller to insist on the parties producing ir- 
revocable letters of credit to the full value of the exports before al- 
lowing any imports. Further each case has to be considered on its 
merits. Ministry of Finance want to be assured that the delay in 
exports of pig iron has not been due to any fault on the part of the 
exporter. On hearing from .you we will process the case further 
with the Ministry of Finance (EAD). 

Yours faithhlly, 
sdl- 

Shri S. C. Mukherjee, 
Dy. Iron & Steel Controller, 
33, Netaji Subhas Road. 
Calcutta-3. 

C. A. NAIR. 



APPENDIX XXXI 

(Vide para of 4:60 of this Report) 

Ministry of Finance O.M. No. 1360-CIE (11) i66 dated 19-3-1966 

From the copies of notes mentioned in 2 (a) above, it seems that 
when the Ministry of SM&F came up to the Department of Economic 
Affairs with the proposal for allowing pre-import in January, 1960, 
they explained the necessity for the parties furnishing a bank guaran- 
tee to the extent of 15 per cent of the value of import licence applied 
for. No mention was, however, made to the effect that the procedure 
that was being followed till that time was that parties were required 
to furnish a bank guarantee of 20 per cent of the value of import 
licence. The Ministry of Finance, Department of Economic Affair's 
concurrence in the proposal of the Ministry of S.M.&F was mainly on 
the necessity of furnishing a bank guarantee and not 80 much on the 
percentage figure. Moreover, the reference to the E.A. Department 
in fact, did not contain any specific proposal for a reduction of the 
percentage figure from 20 per cent to 15 per cent. 

Sd/ (S. G. RAMACHANDRAN) , 
J t .  Secy. to the Gwt.  of India. 

To 
Lok Sabha Secretariat, 
(Shri R. M. Bhargava, 
Under Secretary. 



APPENDIX XXXII 

(Vide para 4;62 of this Report) 

NON JUDICIAL STAMP RUPEES TEN 

Dated the 17th April, 1966. 

. . . . . . . .  KNOW YE ALL BY THESE PRESENTS that we a firm 
registered under the Indian Partnership Act and carrying on business 

. . . .  amongst other places at .  .hereinafter referred to as the 
OBLIGOR (which term shall unless excluded by or repugnant to the 
subject for context include the partners therein for the time being 
and their respective heirs, executors, administration and assigns) 

. . .  . . . . .  .a Banking Company having its registered office a t . .  .and 
branch office inter aliu at hereinafter referred to as the 
SURETY (which terms shall unless excluded by or repugnant to the 
subject or context include its successor or assigns) are held and 
firmly bound unto the PRESIDENT OF INDIA hereinafter referred 
to as the 'GOVERNMENT (which term shall unless excluded by 
or repugnent to the subject or context include his successor of 
sucessors in omce and or assigns) to pay the sum of. . . .  .for such 
will and treaty to be made by the obligor and the Surety bind our- 
selves jointly and severally byj these presents:- 
SIGNED SEALED & DELIVERED BY THE Obligor this 
WHEREAS the Government that the Iron & Steel Controller has 
agreed to enter into a Contract with the Obligor for import of on the 
undertaking of the Obligor to export produced by Messrs. Hindustan 
Steel Ltd., within three Steel Ltd., AND WHEREAS the Obligor and 
the Surety have at the direction of the Government entered into the 
bond as above-written as a security for honouring +the undertaking 
of the Obligor to export.. . . . . . . .  .produced by the Hindustan Steel 
Ltd. NOW THE CONDITION of the above written bond is zuch that 
if the Obligor shall fail to secure foreign purchaser for an arrange 
export out of India of.. . . . . . . . . .  .produced by the Hindustan Steel 
Ltd., within three months out of India from the date of delivery of 
the materials by ILindusCan Steel Ltd., ,or such further time as the 
Government may agree to allow to the Obligor t h e ~ e  presents shall 
remain in full force and vMue and otherwise the same shall, be void 
and m effect AND It hereby agree a d  declared that the obligation 



of the Surety under these presents shall not be impaired in any way 
#by reason of time or facilities being allowed to the Obligor by 
Government without notice to the Surety. 

IN WITNESS WHERE OF the partie-. of these presents have 
hereunto set their hands and seals this 

SIGNED SEALED AND DELIVERED BY Signed Firm. 

the Obligor 
above named 

in the presence of: 
SIGNED & DELIVERED for and on Valid upto. . . - . . . . 
behalf of the Signed Bank. 

They Surety above named 
by the said Bank at 

in the presence of: - 



APPENDIX XXXIII 

(Vide para 4.63 of this Report) 

GUARANTEE BOND 

In consideration of the President of India (hereinafter called "the 
Government") having agreed to exempt.. . . . . . . . . . . . .  (hereinafter 
called "the said Contractor (s) from the demand, under the terms and 
conditions of an Agreement dated.. . . . . . . . . . . .  .made between The 
Iron & Steel Controller, Government of India and..  . . . .  (Finn).  . . .  
..... .for.. .... (hereinafter called "the said Agreement"), of security 
deposit for the due fulfilment by the said Contractor (s) of the terms 
and conditions contained in the said Agreement, on production of a 
Bank Guarantee for Rs., . . . . . . . . . . .  (Rs.. . . . . . . . . . . . . . .  .) only. We,, 

(Bank) . . . . . . . . . . . . .  .do hereby undertake to indemnify . . . . . . . . . .  
and keep indemnified the Government to the extent of Rs.. . . . . . . . . .  
against any loss or damage caused to or suffered by the Government 
by reason of any breach by the said Contractors of any of the terms 
of conditions contained in the said Agreement. 

We..  . . . . . . . . . . . .  (Bank). . . . . . . . . . .  .further agree that the gua- 
rantee herein contained shall remain in full force and effect during 
the period that would be taken for the performance of the said Agree- 
ment and that it shall continue to be enforceable till all the dues of 
the Government under or by virtue of the said Agreement have been 
fully paid and its clai?ls satisfied or discharged or till the Iron & 
Steel Controller, Ministry of S!eel, Mines & Fuels certified that the 
terms and conditions of the said Agreement have been fully and pro- 
perly carried out by the said Contractor (s) and accordingly discharges 
the guarantee, subject however that the Government shall have no 
rights under this bond after the .expiry of. . . . .  .from the date of its 
execution. We . . . . . . . . .  .(Bank). . . . . . . . .  las t ly  undertake not to 
revoke this guarantee during its currency except with the previous 
consent of the Government in writing. 



APPENDIX XXXIV 

(Vide para 4.68 of this Report) 

Copy of 0.0. No. CJAP(35) 160 dated 9-9-1960 from Iron & ateel 
Controler, Calcutta to Department of Iron and Steel, New Delhi. 

Please refer to Ministry's Official Letter No. SC(C)-5;5j60 dated 
2nd February, 1960 about pre-import of steel against barter deals on 
a 15 per cent bank Guarantee from the barterers. A number of such 
import licences have already been issued by us. We have now receiv- 
ed some requests from some of those import licences holders for re- 
ductlon In the amount of the Bank Guarantee, on the plea that they 
have since exported a portion of the materials to be expr t ed  against 
t3c barter deal and thereby earned foreign exchange. We have - 
bcceded to their requests after satisfying ourselves t'nat the export 
has already been made and foreign exchange earned by the parties. 

2. Some of the firms have also requested us to reduce the amount 
of the Bank Guarantee to the extent they have received letters of cre- 
dit from foreign buyers. In such cases also we have agreed to their 
requests after satisfying ourselves that the letter of credit is valid 
for a sufficiently long periods and on the firm giving an undertaking 
that, should the letter of credit explre before he is able to export the 
materials, he would furnish a fresh Bank Guarantee. 

3. This is reported for ?.our information. I shall be grateful for 
your confirmation that the action taken by us is in order. 

Copy of D.O. No. SC (B) -23(5) 60 dated 21-9-1960 from Ministry of 
Steel & Mines & Fuel. New Delhi to Dy. Iron & steel Controller, Cal- 
cutta-l. 

Please refer to your D.O. No. C AP(35) 160 dated the 9th Septem- 
ber. 1960, regarding pre-import or steel against barter deals asainst 
bank guarantee from barterers. 

I confirm that the action taken by you in the matter is in order. 



(Vide para 4.77 of this Report) 

Copies of Correspondence between the Iron and Steel Conttolkr 
and parties regarding bank guarantees, etc. 

(a) Correspondence b & w m  the Iron a d  Steel Controller & M/S. 
Amin chmd Payarelal 

Copy of letter No. MS{ACPL/BR/4/6853 dated the 19th July, 1960 
from M / s .  Aminchand Payarelnl, Calcutta to the Iron and Steel 
Controller, Calcutta 

SUB: Your oftice letter Order No. C/AP/ (35)/%0 dated 19-3-1960 jot 
export of Slabs and import of Steel. 

We beg to submit that we have given you three Guarantees for 
Rs. 3,12,300. Rs. 6,W,000 and RB. 5,74,700 and got the necessary 
Import Licences. 

We are now pleased to inform you that we have received the Let- 
ter of Credit from our foreign buyers for US. $ 410000-being the 
value of approximately 5,000 Metric Tons of Slabs. 

We would now request you to kindly allow us to reduce the value 
of the Guarantees furnished by us by 15 per cent of the value of the 
Letter of Credit. The original Letter of Credit is enclosed for your 
inspection and return. On receipt of your confirmation we would r e  
quest our bankers to reduce the value accordingly. 

Thanking you, 

Cop?/ of letter No. CIAPI (35) /%0 dated the 22nd July, 1960 from Iron 
and Steel Controller, Calcutta to M / s .  Aminchand PayaseEal, 
Calcutta 

SUB: E x p M  of Slabs and imports of steel. 

Plqase refer to yaw letter No. MS/ACPL/BR/4(5853) dated 19th 
July, S960, on tklabove subject. It is noti- &hat the period of vali- 
dity, of the letter of Credit has not been indicated in the cable advice. 
As the import licences in question are valid upto 30th November, 1960, 
we would have no objection to yowdreducing tlae Brrhk Ouaranteee to 



the extent of the value of the Letter of Credit provided the Letter lcvf 
Credit is valid upto a date later than 30th November, 1960. You 
should also give an undertaking to furnish a Bank Guarantee before 
the expiry of the Letter of Credit in case you are unable to get fur?ker 
extension thereof and you are not able to complete the exports within 
the existing period of validity of the Letter of Credit. 

Copy of letter No. MS/ACPL/BR/4/5864 dated 22nd July, 1980 from 
Mls. Amin Chand Payare Lal, to the Iron and Steel ControTler, 
Calcutta 

SUB: Your ofice letter order No. C / A P /  (35)  (60 dated 19-3-160 for 
export of Slabs and Import of Steel. 

We thank you very much for your letter No. CfAP/1357/60 dated 
'21122-'7-1960. - 

In this corinection we confirm that we undertake to furnish a Ba* 
Guarantee before the expiry of the Letter of Credit in case we are un- 
able to complete the exports within the date of validity of the Letter 
of Credit . 

We are now enclosing an advice from our bankers that the amount 
~f the Guarantee has been reduced by Rs. 2,95,200/- being the 15 por 
cent value of the Letter of Credit shown to you. 

We would now request you to kindly confirm to our bankers that 
the same is acceptable to you. 

Copy of letter No. C/AP/(35)/60, dated the 27th July, 1960 from the 
Iron and Steel Controller to the Manager, the P~cnjab National 
Bank, Ltd. Calctitta and copy endorsed to MIS.  Aminchand Payare- 
lal, Calcutta 

SUB: Reduction in amount of Bank Guarantee No. 4 0 0 p  of 21-6-1960 
for Rs. 3,12,300/- in  favour of M/s. Amin Chand Paya~elaZ, C a b  
cutta. 

With reference to the above, I have to confirm that reduction of 
the amount of Bank Guarantee No. 400160 of 214-1960 from 
Rs. 3,12,300/- (Rupees three lakhs twelve thousand and thres hudrcd 
bdly) to Rs. 17,100 (Rupees seventeen thousand and one hun- 
.@qly) ie acceptable to this a c e ,  subject to the conditions enumerated 
;h. i)ua oace letter No. C/AP/35/60 dated 21-22/7/1980 addnmd to 
t b  firm. 

'8011 (A&) -24 



W!m of letter No. MS/ACPL/BRI3/7319 U e d  the 7th Scptmbff, 
1980 from MIS. Amin Chund Payare Lal, C u h t t a  to the Iron and 
Steel Contmlkr, Calcutta 

SUB: Your office 'letter order No. CIAP (35) 160 for import of S t e d  
against export of Billets. 

Further to our letter No. MS/ACP/%R/3/5716 of the 1st July, 1960. 
'we are pleased to inform you that we have been able to get further 
'export orders for 2368 tons. Out of this, a quantity of 967-3-3-20 tons 
has already been shipped. The original Mate Receipts dated 13-8-1968 
from the Scindia Steam Navigation Co. Ltd., is enclosed for your ins- 
pection and return. We are also enclosing a copy of the Credit opened * 
by the First National City Bank of New York dated 27th July,  1- 
.for a value of $87,348.00 together with MIS. Industrial Importers 
Private Limited's letter No. E14'3456 of the 29th June, 1960. The 
total value of the quantity already shipped comes to,  £ 34842-6-3: 
Rs. 4,66,183/-. The value of the Credit on the Firs! National City, 
Bank of New York is Rs. 4,19,470/-. 

We would now request you to reduce the value of our Guarantee 
No. 278 dated 20th May, 1960 for Rs. 13,24,800/- by 15 per cent of the 
-above value vk. Rs. 1,32,848[- only. 'The value of our Guarantee will 
now stand reduced to Rs. 11,91,952/- only. Kindly confirm that this 
is acceptable to you to enable us to advise our bankers accordingly- 

Thanking you, 

C m  of letkr  No. C/AP/(35) 160, dated the 9th September, 1960 from 
Iron and Steel Controller, Calcutta to M / s .  Arnin C h a d  Payare 
Lat, catcutta 

SUB: Export of Billets and Import of Steel. 

Please refer to your letter No. MS/ACPL/BR/3/7319 of the 7tb 
instant on the above subject. It is noticed that 967-3-3-20 tons of 
Billets have already been exported as evidenced by the Mate Receipt 
furnished by you. 

. As regards the Letter of Creait copy of which was fuinbhed bp 
you, it is found that it b valid on@ upto 23rrd fhptcMabek, 1960 whflo 
the Mprt Lfcence in question is valid upto 3lst adcdmber, 1960. We 
have  re m, objection in your reducing the I)a& GtuimntWta a 

the extent of IS per cent of the value 'bf the Importb ljnd ithe ~t te r f ' iS  ' 
Credit but you should give us an undertaking to furnish a 'IkwaL 
Guarantee before the expiry d the Letter of Credit in case you m 



unable to get further extension thereof and you are unable to com- 
Mete the exporv within the existing period of validity of the Letter 
of Credit. 

Copy of letter No. C/AP/35(60) dated the 9th September, 1WO f r m  
Iron and Steel Controlle~, Calcutta t o  the Punjab National Bank 
Ltd., Calcutta and copy endorsed to M / s .  Amin Chand Payare.Ul,  
C a h t t a  

SUB: Reduction in amount of Bank Guarantee No. 278160 dated 20th 
May, 1960 for Rs. 13,24,800/- in favour of M/s. Amin Chand 
Payare La2, Calcutta. 

' With reference to your letter No. LG, 278160 of the 9th instant, I 
have to confirm the reduction of the amount of Bank Guarantee No. 
278160 dated 20th May, 1960 from Rs. 13,24,800 (Rupees thirteen lakhs 
and twenty four thousand and eight hundred only) to Rs. 11,91,9521- 
.(Rupees eleven lakhs ninety-one thousand and nine hundred and flfty 
two only) is acceptable to this oface subject to the conditions enume- 
rated in this office letter No. C/AP/35 (60) dated 9th September, 1960. 

Copy of letter No. MS/ACPL/BR/3/7363 dated the 13th September, 
1960 from MIS. Aman Chand Pyare LaE, Calcutta to Iron and Steel 
Controller, Calcutta 

SUB: Your Ofice Letter Order No. C /AP  (35) 160 for import of steel 
against export of billets. 

Further to our letter No. MS/ACPLlTlR13/7319 dated 7th Septem- 
ber, 1960 we are pleased to inform you that we have been able to get 
orders for export of 10,000 tons of Billets. Our buyers have also open- 
ed the L/Credit, valid upto 30th September, 1960 which we are enclos- 
ing herewith in original for your inspection and return to us and 
true copies for your records. 

We woyld uow request you to kindly,reduce the value of our 
Guarantee Ne. 278 dated 20th May, 1960 by 15 per cent of the above . 
value, namely Rs. 6,W,644/- only. The value of the guarantee will now , 
 tan$ reduced .to, Rs. 5,02,308/L. Kindly confirm that it is acceptable to - 
you lQnd advise the Bankers accordingly, s t .* t t 

, 3 < 

Thankiug you, 



Cqq of ktter  No. C/APj(35)/60 W e d  the 13th September, 1960 
Iron and Steel Controller, Calcutta to M / s .  Amin Chond, Payarr 
Lal, Calcutta 

SUB: E r p r t  of Billets and Import of Steel. 

Please refer to your letter No. MSjACPL/BR/3/7363 dated 13th 
September, 1960, on the above subject. 

It is noticed from the Letter of Credit furnished by you that is 
valid only upto 30th September, 1960 while the Import Licence in ques- 
tion is valid upto 31st December, 1960. We have, therefore, no objec- 
tion in your reducing the Bank Guarantee to the extent oY 15 per cent 
of the value of the Letter of Credit but you should give us an under- 
taking to furnish a Bank Guarantee before the expiry of the Letter 
of Credit in case you are unable to get further extension thereof and 
you are unable to complete the exports within the existing period of 
validity of the Letter of Credit. 

Copy of letter No. C/AP/35(60) dated the 14th September, 1960 from 
the Iron and Steel Controller to the Punjab National Bank Ltd. 
C a h t t a ,  and copy endorsed to Mls. Amin C k d  Pyare Lal, 
Calcutta. 

SUB: Reduction in amount of your Bank Guarantee No. 278160 & t d  
20th Mag, 1960 for Rs. 13,24,800/- in favour of M/s. Amin C h a d  
Pyare Lal, Calcutta 

With reference to your letter No. LG-278160 of date, I have to coa- 
firm that the reduction of the amount of Bank Guarantee No. 278j68 
dated 20th May, 1960 from Rs. 11,91,952/- (Rupees Eleven lakho 
Ninetyone thousand nine hundred and fifty two only) to Rs. 5,02,308/- 
(Rupees five lakhs, two thousand three hundred and eight only) ir 
acceptable to this office, subject to the conditions enumerated in this 
oface letter No. C/AP/35 (60) dated 13-9-1960. 

Copy of letter No. MS IACPL IBR .'418078 dated the 8tlt November, 
1960, from M ls. Amin Chand Pyare Lal, Cakbtta lo the Iron and 
Steel Controller, Calcutta. 

SUB: Export of 20,000 tons of Billet8 and 25,000 tons of SIabs on bnrttt. 
bask. 

We invite your kind ettention to your letter No. C/AP/(35)/68 
dated 22-7-1960 and C/AP(35) j60 dated 27-7-1960 eddreswd to our 

, " Bankers with a copy to  us. 



In #is connection, we have to state that our Overseas supplierJ 
have placed further order for 5,000 tons of Slabs and increased the 
value of the credit by further $ 4,10,000/- valid upto 12th January, 
1961. The original extension of the L/C is enclosed for your inspec- 
tion and return. 

Under the circustances, we would request you to kindly reduce the 
amount of the Bank Guarantee furnished by the Punjab Kational 
Bank by further amount of Rs. 2,95,200 (Rupees two lakhs ninetyfive 
thousand and two hundred only) being the 15 per cent value of the 
above L/C increased. 

We would request you to kindly confirm to our bankers that the 
same is acceptable to you. 

In this connection, we also confirm that we undertake to furnish 
the Bank Guarantee before the expiry.of the L F ,  if we are unable to  
complete the shipment within the validity period of the L/C. 

Thanking you 

Copy of letter No. MS/ACPL/BR/4/8285 dated 22ndI23rd Novem- 
ber. 1960 from M I S .  Amin Chund Pyare Lal, Calcutta to the Iron 
and Steel Controller, Calcutta . 

SUB: Your oflice letter order No. C,I'AP/ ( 3 5 )  '60 dated 19-3-1960 for  
e.rport of Ylabs and im ort of Steel. 

We thank you very much for your letter No. C-AP (35)-60 dated 
11th instant. 

In this connection we confirm that we undertake 40 furnish a 
Bank Guarantee before the expiry of the letter of credit in case we 
are unable to complete the exports within the date of validity of the 
letter of credit. 

We are also endosing an advice from our Bankers that the 
amount of the Guarantee has been reduced by Rs. 2,95,200 being 
15 per cent value of the letter of credit shown to you  

We would now request you to kindly confirm to our Bankers that 
the same is acceptable to you. 

Thanking you. 



Copy of letter No. M'S!ACPL/BR-418289, dated the 22ndj23rd Nw- 
ember, 1960 from M/s. Amin Chund Payare Lal, Calcutta, to the 
Iron and Steel Controller, Calcuttq 

SUB: Export of 20,000 tons of Billets and 25,000 tons of Slabs on  
barter basis. 

With reference to the above and further to our letter No. MS/ 
ACPLIBR-418285 of date, we are pleased to inform you that our 
Overseas buyers have placed a further order for 6000 tons of slabs 
and have increased the value of the Letter of Credit by further 
amount of $4,98,000 valid upto 31-13-1960. 

Under the circumstances, we would request you to kindly reduce 
the amount of the Bank Guarantee furnished by the Punjab National 
Bank Limited by further amount of Rs. 3,58,560 (Rupees three lakhs 
Yiftyeight thousand five hundred sixty only) being the 15, per cent 
value.of the Letter of Credit., 

We would request you to kindly confirm to our bankers that the 
fame is acceptable to you. 

In this connection, we also confirm that we undertake to furnish 
the Bank Guarantee before the expiry of the Letter of Credit, if we 
are unable to complete the shipment within the validity .period of 
the Letter of Credit. 

* 
Thanking you. 

Copy.of letter No. CP/AP/35/60/1953 dated the 15/16 December, 
1960 from Iron and Steel Controller to the Punjab National 
Bank, Calcutta and copy endorsed to M/s. Amin Chand Payare 
Lal, Calcutta, for informution. 

SUB: Export of 20,000 tons of Billets and 25,000 tons of Slabs on 
barter basis in exchange of import of finished steel materioTs by 
M/s. Amin C h a d  Payare Lal, Reduction in amount of Bank 
Guurantee No. L/G/402/60 dated 21-6-1960 for Rs. 6,25.000 in 
favour of Messrs Amin Chand Payare Lal, Calcutta. 

With reference to your communication dated 22-11-1960, this is to 
confirm that the reduction of the amount of Bank Guarantee No. 
L/G/402/60 of 21-6-1960 from Rs. 6,25,000 (Rupees six lakhs twenty- 
Ave thousand only) to qs. 3,29,800 (Rupees Jhree,l?khs twentynine 
thousand eight hundred only) is acceptable to this ofllce, subject to 

' tbC kdnditions kdurnerated in thle tofflc8. letter No, CbAP/35/60 dated 
- 114 1-1980. ' 1 * , < .  1 -, 4 r t : 1 1  ; , I 1  



Copy of letter No. MSIACPLIBR-4, dated a n d  December, 1980 from 
MIS. Amin C h a d  Payare Lal, Calcutta to the Iron and Steel 
Controllw, Calcutta. 

SUB: Bank Guarantee for Rs. 5,74,700. 

We thank you very much for your letter No. CP/AP/36/60/1952 
dated 15116-12-60 and as desired therein, we are sendisg herewith 
a n  amendment to the above Bank Guarantee duly stamped and sign- 
ed by our Bankers reducing the amount of the Bank Guarantee to 
Rs. 2,18,140. 

We would now request you to kindly confirm the same to our 
bankers and oblige. 

Thanking you. , 
Cow of letter No. CP/AP/35/60/1953/8, dated the 5th J a n ? ~ i y ,  1961 

from the Iron and Steel Controller to the Punjab National Bank 
Limited, Calcutta. 

SUB: Export of 20,000 tons of Billets and 25,000 t o n s  of slabs on barter  
basis in exchange of import of jinished steel materials by MIS. 
Amin Chand Payare La2 Reduction in amount of Bank Guarantee 
No. LG. 418160, dated 27-1960 for 5,74,700 in favour of Mls. 
Amin Chand Payare Lal, Calcutta. 

With reference to your communication dated 22-12-1960, this is 
t o  confirm that the reduction of the amount of Bank Gua- 
rantee No. LG-418160, dated 2-7-1960, from Rs. 5,74,700 
(Rupees five lakhs seventy four thousand and seven hundred only) 
to Rs. 2,16,140 (Rupees two lakhs sixteen thousand one hundred and 
forty only) is acceptable to this offlce subject,to the conditions enu- 
merated in this office letter No. CP/AP /35/6O/ 1952 of l5/  l6-l%l96O 
(copy enclosed). 

Ref: CP/AP/35/60/10 Dated, the 6th January, 1961. 
MIS. Aminchand Payarelal, 
135, Canning Street, 
Calcutta. 

Dear Sirs, , 
1 

SUB: Replacement of Bank Guarantee ' I 

) 

* .  With refercnce.,ta the above, it is stated that Bpqh  har ran tee (1) 
No. LG-400/60 for Rs. 3,12,300 subscquentlv reduced to Rs. 17,000. 
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(ii) No, LG-IH)L/SO for Rs. 6,25,000 subsequently reduced to 
%. 3,29,800 and (iii) No. LG-48/60 for Rs. 5,74,700 have expired on 
20-12-1960, 21-121960 and 1-1-1961 respectively. 

You are therefore requested to replace the same immediately. 
Unless Bank Guarantees are replaced, no C.C.P. against import licen- 
ces issued against materials produced by Hindustan Steel Limited, 
*rill be issued. 

Yours faithfully, , 

Sd./- B. B. MUKERJEE, 
Asstt. Accounts Oficer. 

for Iron and Steel Controller. 

Copy t0:- 
S.I.C. Branch with the request to consult barter Purchase Section 

while issuing CCPs in favour of MIS. Aminchand Payarelal, Calcutta . . 
against 1 5 s .  issued against export of materials produced by Hindus- 
tan Steel Limited. 

Sd./- B. B. MUKERJEE, 
Asstt. ACCOUII~S Oficer. 

for Iron and Steel Controller. 

(COPY) 
AMINCHAND PAYARELAL 

135, Canning Street, 
Calcutta. 

12th January, 1961, 
Ref: MS/ACPL/BR-4412W 
The Iron and Steel Controller, 
33-~eta j i  Subhas Road, 
Calcutta-1. 

SUB: Extension of validity af the Bank Guarantee 

Dear Sir, 

Nos. (i) LG400j60 
(ii) LG-402/60 

(iii) LG-419/60 
are sent herewith, receipt of which please acknowledge. 

Thanking you, 
Very truly yours, 

Aminchand PayarelaL 
M.1 
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(COPY) 

Hindustan Steel Limited, 2, Fairlie Place, Calcutta-1. 

3rd February, 1961. 

The Iron and Steel Controller, 
33-Netaji SRlbhas Road, 
Calcutta-1. Atten: Shri S. C. Mukhe j ee .  

SUB' Our Export  Sale Contract No. 7 for 25,000 tom of Slabs A /C.  
Messrs. Aminchand Payarelal against Barter. 

hef: Your letter No. CP/AP/'(35)/60/1985, dated 24th December, 
1960. 

Dear Sir, 

With reference to the above we wish to bring to your kind notice 
Ue fact that over thirteen thousand tons of materials constituting 
the balance to be delivered to the Party against the above Contract 
has been lying at  Visakhapatnam Port in our Stock-yard for a long 
period of time. Inspite of repeated reminders Messrs. Aminchand 
Payarelal have failed to make necessary arrangements for shipments. 
We are to request you, therefore, kindly to bring pressure on them 
to take necessary steps to lift the entire balance tonnage which is 
ready for delivery. 

Thanking you, 

Yours faithfully, 
Sd./-. K. E. R. UNNI, 

Asstt. Sales O w ,  
for Chief Sales Manager. 

Copy of letter No. CP/AF/35/60/256, dated the 24/25th February: 
1961 from the Iron and Steel Cont~oller t o  M/s. -4miichand 
Payarelal, Calcutta. 

SUB: Barter deal involving ecrport of 20,000 tons of Billets in  exchange 
of finished steel materials-Replacement of Bank Gumantee. 

With reference to the above it is stated that the validity period of 
Bank Guarantee No. LG. 278160 for the s u m  of Rs. 13;24,800 will 
expire on 28-2-1961. 



Your are uwrefore requested' either to extend its validity period 
or to replace the same before expiry of the Guarantee. - . 

. , Sdl- L. K. BOSE, 
Asstt. Iron & Steel Controller, 

for I&SC. 

Copy t o : -S t ee l  Import Control Branch, with the request to consult 
barter w d i o n  before issuing any CCPs i n  future in favour of 
the finn i n  respect of Hindustan Barter. 

Copy of letter No. CP/AP/35/60,/407, dated the 10th April, 1961 fmm 
the Iron and Steel ContrQler to MIS. Aminchand Payarelal, Cal- 
cultta and copy to  HSL. ' 

SUB: Lifting ofi 25,000 t o m  of slabs of Hindustan Steel Ltd., fov 
export. 

I t  is understood from Hindustan Steel Ltd. that 11,000 tons of 
Slabs are lying ready for export on your account for 3 months and 
that you have failed to  make arrangements for Shipment of the 
materials. You are hereby directed to make immediate arrange- 
ments for acceptance and shipment of the materials and to report 
the position within 15 days from date of this letter. I n  the event 
of your failure to do so, suitable steps will be taken against you 
which b a y  include suspension of further business dealings with you.' 

Copy of litter No. CP/AP/35/60/11/1388, dated 8-11-1961 from the 
) I ~ o n  and Steel Controller to  M / s .  Aminchand Payarelad, Calcut- 

ta. 

SUB: Barter deals involving export of Billets and Slabs and import 
of finished mczterials, Submission of Fnesh Bank Guarantee. 

With reference to the above, it is stated that validity period of 
the Bank Guarantee Nos. LIG. 278, L1G. 400/60, L/G. 402160 and 
LG, 418/60 expired on 23-2-1961, 19-6-1961, 20-6-1961 and. 30-6-1961 
respectively. You are therefore, requested to replace the said Bank 
Guarantees immediately. Neither any Import Licence nor any 
CCPS will be issued in your favour if fresh Bank Guarantees are 
not received in replacement of the above guarantees with 7 days 
from date which please note. 

I , Fw/ to:-S.I.C. B T & ~  fq infarmation with thb request io,pleuse 
consult B ~ e r  Purchqloe sec t ig  before w i n g  
in jawour of the jimz in questiq,, , I _ 



(iopy of ldtter No. CP/AP/35/60/II/&ted, the 8th December, 1961 
from Iron and Steel Controller to M/s. Aminchad Pya7elal, 
Calcutta and copy to S.I.C. Branch for information. 

SUB: Barter deals involving e m  of Billets and Slabs and 
import of finished steel materials-Submission of Fresh 
Bank Guarantee. - 

Please refer to this oface letter No. CP/AP/35/60/11/1388 dated 
8-11-1961 on the above subject and expedite furnishing of fresh Bank 
Guarantee'as requested therein. Please note that neither any im- 
port licence nor any CCP will be issued in your favour unless the 
Bank Guarantees as called for, are furnished. 

Copy of letter No. MS/ACPL/EXP/dated 28th December, 1961 from 
MIS.  Aminchand Payarelal to Iron amd Steel Controller, CaIcut- 
ta. 

SUB: Submission of Bank Guarantees against export of Slabs and 
Billets. 

With further reference to our earlier letter on the above subject,' 
we ,have to inform you that we anticipate that our Bankers will 
give us the Bank Guarantee by the 20th January, 1962. 

We would accordingly request you to kindly extend the date 'for 
submission of the same upto 20th January, 1962. 

Thanking you and hope you will comply with our request. 

Copy of letter No. MSIACPLI &tea 23rd Decmber, 1961 ftm M/r. 
Aminchand Payarelal, Calcutta to the Iron and Steel Controller, 
Calcutta. 

SUB: Submissiwt of Bank Guarantees against out elrport Contracts, 
for Billets and Slabs. 

Reference.your letter on the above subject, we have to bring to. 
'your kind notice that in view of 'the half-yearly closing our Bankers 
\ re  rmt in a pdsition to P t  a reply f r o d  their Head Odice mention- 

7 , -  1 ing the issue of guarantee in' your favou'r. . 



Under the circumstances, we would request you to kindly give u s  
s month's time from date, within which we will submit the said 
guarantees. In the meantime, we would request ' you to be kind 
enough to instruct your S.I.C. Branch not to withhold issue of im- 
port licences and CCPS to enable us to honour our commitments with 
our suppliers as also to avoid demurrage at the ports. 

Thanking you. 

Copy of letter No. EXP/6A, dqted the 24th January, 1962 from 
MIS.  Aminchand Payarelal, Calcutta t o  Iron and Steel Control- 
ler, Calcutta. 

SUB: Our Contract with MIS. Hindustun Steel Ltd. for expo? of 
25,000 tons of Steel Slabs. Punjab National Bank Ltd.'s Letter of 

Guarantee No. 410160 for Rs. 5,74,700/- 402160 for Rs. 6,25,000/- 
and 408/60 for Rs. 3,12.300/-. 

The above Bank Guarantees were given to you undertaking to 
export specific quantities of semi-finished steel which MIS. Hindus- 
tan Steel Ltd, were to suply to us as per the contract entered into. 

We have so far effected shipments of a major tonnage. The 
value of the material to be shipped is only Rs. 36,66,700/-. The 
balance Letter of Guarantee to be furnished to your amounts to 
only' Rs. 5,50,000/- as against the sum of  Rs. 15,12,000/-. 

The balance tonnage could not be taken up for reasons beyond 
our control. Our Bankers accordingly feel that unless they have a 
contract from our principals, they are not in a position to give the 
guarantee. We are making effort and if we succeed, we shall be able 
to submit to you the Bank Guarantee. 

Thanking you. 

Copy of M I S .  Aminchand Paymeld,  CaZcutta letter No. EXPIS. 
dated 24th Jantuaty, 1962 t o  Zrm and Steel Controller, Calcutta. 

SUB: Our Contract with M/s. Hindustan Steel Ltd. for export of 
20,000 tons of steel Billets. The Punjab National Bank Ltd. letter 
of Guarantee No. 278/60 for Rs. 13,24,800/- 

The above Bank Guarantee was given to you undertaking to 
port specific quantities of semi-finished steel which M j s .  Hindustan 
Steel Ltd., were to supply to us as per the contract entered into. 

W e  have, so far, effected shipments of a major tonnage. The 
value of the material to be hipped is only ICs. 27,48,980/-. Thb 
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balance Letter of Guarantee to be furnished to you amounts o n b  
to Rs. 4,13,346/- as against the sum of Rs. 13,24,800/-. 

Export of the balance tonnage could not be taken up  for r e a m  
beyond our control. Out Bankers accordingly feel that unless they 
have a contract from our principals, they are not in a position to 
give the guarantee. We are making effort and if we succeed, we 
shall be able to submit to you the Bank Guarantees. 

Thanking you, 

Copy of M / s .  Aminchand Payarelal letter No. EXP/7dated 15th 
February, 1962 to Iron and Steel Controller, Calcutta. 

Re: Our Contract with M s. Hindustan Steel Ltd. for export of 
20,000 tom of Steel Billets. T h  Punjab National Bank Ltd's 
letter of Guarantee No. 278160 for Rs. 13,24,800/-. 

Please refer to our 1el:e: No. EXPJ7  of the 24th .January, 1962, 
explaining the difficulties regarding submission of Bank Guarantees. 
It would be seen from the enclosed letter that we have completed 
considerable tonnages and we are unable to complete export of the 
balance tonnage due to reasons beyond our control. 

Under the circumstances, we would request you to kindly with- 
draw the condition for submission of 
the ban withholding issue of Customs 
Licences. . 

We would be most obliged if you 
tructions to the SIC Section. 

Thanking you, 

Guarantee and also withdraw 
Clearance Permits and Import 

will kindly confirm these in$- 

IRON AND STEEL CONTROLLER, CALCUTTA 

NO CP/AP/35/60/II 1141 Dated, t h e  17-2-1962. 

M/s. Antinchand Payarelal, 
135, Canning Street, 
Calcutta. 

SUB: B a ~ t e r  deal involving export crf 20,000 tons of BiIIets 
and import of finished steel materials-furnishing of f~e sh  
Bank Guarantee. 

Ref: Your letter Nos. EXP/6A &. EXPI7 both dated 15-2-1962. 

Dear Sirs, 

Your attention is invited to this office letter No. CP/AP/35/60/ 
II/1388 of 6-11-1961, wherein you were asked to furnish a fresh Bank 



Guarantee which has not yet been furnished. It is not followed why 
you should not furnish Bank Guarantee as pre-import was allowed 
in view of your special request and this ofiice could very well have 
d u s e d  to allow pre-import strictly speaking. 

In view of the accommodation allowed to you, you are honour- 
bound to furnish Bank Guarantee till such time the whole matter 
is settled one way or other. 

- We trust you will not fail to furnish Bank Guarantee whatever 
may be the merits of your case, we should have your reply within 
7 days hereof. 

Yours faithfully, 
Sd.1- L. K. BOSE. 

Asstt. Iron & Steel Controller. 

Copy to: 

S.I.C. Branch with the request to consult Barter Purchase Sec- 
tion before issue of any Import Licence or Customs Clearance Per- 
mit in favour of the firm in question. 

Sdl-L. K. BOSE, 
Asstt. Iron & Steel Controller. 

COPY 
IRON AND STEEL CONTROLLER CALCUTTA 

No. CPjAPl(34) 1601111241. Dated the 15th March, 1962. 
MIS, Aminchand Payarelal, 
135, Canning Street, Calcutta. 

Soam~:-Bankr deal involving export o j  20,000 tons of Billets and 
import of finished steel materials furnishi~-,g of fresh 
Bank Gtucrantee. 

Dear Sirs, 

Your attention is invited to this omce letter No. CP/A)1/35~60\11(141 
dated 17th February, 1962 on the above subject, it is regretted to 
state that neither the Fresh Bank Guarantee nor any reply to the 
above lettef has yet been received. , ! *  

As we are interested in getting the Bank ~ u b r d t e e  u r g e h t ~ ~ ,  you 
are requested,to dp the needful with the least delay. 

, Q > 
I . I  , 5 -  : , Yours frithfxllb, . 

Sd./-'L. K. BOSE, I 

Asstt. Iron & Steel Contraller. 



C o w  of Iron and Steel Control, Calcutta Zettev No. CP/AP/35/60/ 
II/1041, dated the 22-10-62 to MIS. Aminchand Payarekrl, Cal- 
cutta. 

SUB: Barter deal involving export of Billets and Slabs and import of 
finished steel materials. 

As per our books, foreign exchange to the tune of Rs. 61,35,628/- 
(Rs. 26,37,685 against Billet barter deal and Rs. 34,97,943 against 
Slab barter deal) is due to be earned and you should have furnished 
the bank guarantee. 

In any case you are honour bound to earn the foreign exchange 
and you should, we feel, arrange export of finished steel on cash 
basis in terms of public notice published in the Government of India 
,gazette dated 29.9.62, (Part I11 Sec. I ) .  Please confirm that you 
would avail yourself of the opportunity of earning foreign exchange 
and fulfil the long standing obligation to Government in respect of 
the barter in question. 

Please put up concrete proposals in this regard within 15 days 
hereof. J 

Copy of Iron and Steel Controller letter No. CP /AP  /35/60/II(693, 
dated 23/25-7-63 to M/ s .  Aminchand Payarelal, ~a l cu t t a .  

S U E J ~ : - - B a r t e r  deal involving import of finishod s t e l  againrt 
export of Semis of Hindustan Steel Limited. 

Please refer to this office letter No. CPIAP I351601 I1 i 1042, dated 
22.10.62 and subsequent reminders there to on the subject. This 
omce have been every now and then, reminding you of your long 
outstanding obligation to Government in the matter of earning of 
foreign exchange which you have already spent for import of finish- 
ed steel on pre-import basis. You do not seem to  have made earnest , 
efforts for earning foreign exchange by export of finished gteel in 
terms of the public notice published in the Gazetted of India dated 
29.9.62. If some of the firms have succeeded in effecting export of 
finished steel: it is not understood &hy it should notXbe possibie for - 
you also to do the sa&e: ' I t  is needless to add thbt '~o$ernrr?e~'t  can ' ' 
hardly take a complecent view of the situation. I t  is expected that 
. ~ o u  would dd the needful without further delay. Please reply with- 
In 10 days from date along with your concrete proposals for export  

I 



Copy of ~mknchand Payarelal letter No. ACPL/ISC/BR, dated 3rd 
September, 1963, to Iron and Steel Controller. 

SUBJECT: -Barter deal involving import finished steel against export 
of Semis Hindustan Steel Limited. 

We are in  receipt of your letter No. CP/AP/35/60/11/693, dated 
the 23125-7-1963 and thank for the same. 

In reply, we want to inform you that MIS. Hindustan Steel Limited 
could not deliver the goods for export as per the contracts concluded. 

We would request you to kindly impress upon Messrs. Hindustan 
Steel Limited to supply the materials according to the Contracts. 

Thank you, 

Copy of letter No. CPIAP/35/601111813, dated the 7.9.63 from the Iror 
and Steel Controller to M / S .  Aminchand Payarelal, Calcutta. 

SlJBJ~c~:--Barter deal involving import oJ finished Steel ageinst 
export of Semis of HSL. 

~ e f  :'-your letter No. ACPL! ISC IBRI dated 3.9.63. 

With reference to the above, it is stated that you may take up the 
question of supply of Semis with MIS. Hindustan Steel Limited, 
direct. You should, however, arrange export of finished steel as 
suggested in this office letter No. CPIAP;35l60jIII693 dated 23125.7.63 
with the least possible delay and thus fulfil your obligation to. Gov- 
ernment in the matter of earning of foreign exchange s p e ~ t  on pre- 
import. You will appreciate that this office can hardly allow your 
pre-import barter deal remaining unfulfilled till your dispute with 
MIS. Hindustan Steel Ltd., in regard to supply of billets and slabs is 
received. 

(b) Correspondence between Iron and Steel Controller and M/r. 
Khemchand Rajkumar. 
Copg of letter No. C P / K R  I 33/6O/l933, duted 12-12-1960 from Iron and 

Steel Controller, Calcutta to M I S .  Khemchand Rajkumar, CUE- 
cutta. 

SUBJFCT:-EX~T~ of 5000 tons of Billets on barter b,pis,in exch.anglc 
. af finished steel materials-replacement of Bank Guarantee. 

With reference to the above, it is stated that validity period of thb 
Bank Guarantee No. L\Gt4?7\60 for the sum of Rs. 2,66,'1M-12 nP. 
dxpired on 30.11.60 you are therefore requested to replace the samJ 

a fresh one immediately. 



It  is also dbserved that validity of letter ,of credit Nos. 18211 & 
20208 expired on 31-10-80. 'Will you please let this office h o w  
Ammediately whether you have been able to have the validity period 
of above letters of Credits duly extended? If not you are required 
40 furnish immediately a Bank Guarantee for 15y0 of the total export 
va lue  of 1435 tons of Billets. I t  may please be noted that no C.C.P. 
for this particular deal would be issued unless the Bank Guarantees, 
as asked for are  .received. 

Copy to: S.I.C. Branch for information. The Barter Section may 
pleare be consulted before issue of any C.C.P. against IIL Nos. SIC1 
ILIBRID105011316 and 317. 

Copy of letter No. 35015/60: GGG A. B. dated 22-12-60 from M / s .  
Xhemchand Rajkumav, Calcutta t o  The Iron & Steel Cont~oller, 
fcalcutta-1. 

Rz:-Your Barter Sanction No. C ~ ~ ( R I  (33) 160 dated 23.3.60 & 26.5.60 
for export of M. S. Billets .and import of Tinmill Black plate. 

We had sent .you your Bank Guarantee No. 477160 dated 30.8.60 
$or Rs. 2,66,764-32 nP. issued by the Punjab ~ a t i d n a ~  Bank Ltd. 
under  cover of our letter No. 33582 dated 30.8.60. 

We now refer to your letter No. CP(KR133160 of the 12th instnnt 
.as also to our letter No. 34958 of the 16th instant. Extension of the 
S a n k  Guarantee is enclosed herewith. 

It  may please be noted that the import licences have been issued 
!by your office for 2600 MlTon of Tinmill Black Plates @$165.35 per 
MiTon i.e. for a total value for $4,29,91000. We have already export 
.ed 924.60 Llton of M.S. Billets e92.40 per LlTon valuing $85.433.04 
t o  Pakistan. As such, the balance foreign exchange yet to be earned 
is $3,44,466.96. Therefore the 15y0 amount works out to $51,670-04 
ie. Rs. 2,48,016:19. You will kindly observe that the Bank Guaran- 
tee given by us covers the 15% amount and therefore, no fresh Bank 
Guarantee will be required. 

Copy of let& No. CP/ KR/ (32) /I30177 dated 12-1-61 from Iron & Steel 
O l o n h l k ,  .Catcu$ta Oo "Mh. Xhemchand Raj.JCrrnaar, Calcutta-1. 

SUB SECT^ 4Emrt of 5000 tons of Billets of Qarter basis in exchonge 
of finished &eel mate+iab-mbnrission of Bank Guarantee. 

Witb reference t o  yonr'letterlUo. 35015160[GGGIAB dated 22.12.80 
fhe above subject, it is stated 'that as the original Bank Guarantee 

aaa *aii, us-or 



No. LG1477160 of 30.11.60 was not revdidated during the currency of 
the BIG the revalidation furnished by your letter of 22.12.60 is there- 
fore not acceptable to this ofice. A fresh Bank Guarantee in re- 
placement of old one should be furnished immediately as asked for 
in this office letter No. CPlKRl3316011933 of 12.12.60. 

You are also requested to produce documentary evidence as proof 
of your earning Foreign Exchange to the tone of $85,433.04 by ex- 
porting 924.60 Long Tons of Billets to Pakistan. 

For pre-import, Bank Guarantee is required to be furnished for 
157" of total export valw. If Foreign Exchange of $85,433-fl4 is 
taken into account as earned by you by exporting 924-60 Long Tons 
of Billets, you are to earn further $4,13,066:96, 15% of which come t o  
$61.061.0 and which is equivalent to Rs. 2 97,408.21. As a bank gu:l- 
rantee for Rs. 2,66,764,32 nP. has already been furnished by you, 
another Bank Guarantee for Rs. 30.64389 nP i s  requlred to be fur- 
nished immediately if yc;u ard not in a position to extend the validity 
period of letter of Credits in question. 

Suar~cr:-Export of 5000 tons of Billets on Barter basts m exchange 
of finished steel n~aterials-replacement of Bank Guarantee. 

Cdcutta-1. 

SUB: Expo~t  of 5000 tons of Billets on Barter basis in escitu?cge of 
finished steel materials-~eplacement of Bank Guarantee. 

With further reference to our letter No. 34958 dated 6-12-60, w e  
have to state that the Bank Guarantee was duly furnished by us 
with our letter No. 35015 dated 22.12.60. 

We have now received letter No. SEl16-181272 dated 4-1-61 
from the Hindustan Steel Ltd.. which please find self-explanatory. 
This will, we trust, give you a clear picture of the dispute. Jt is 
apparent that the Hindustan Steel Ltd., could not execute the con- 
tract on the terms and conditions agreed upon by them into writing 
and as a result of which we have not been able to earn the foreign 
exchange. 

I 

We also forward herewith a copy of our reply vide our letter 
No. 20063 of date. " f 

We arehionfident th& Hindustan Steel Ltd., would agree to re- 
duction in price, but if they fail and neglect to do so, we could not 
be blamed for not exporting the Billets and earning foreign exchasgs. 



as i t  is dependent on their attitude. The Bank Guarantee 
given by us, co-relative to barter sanction, should only be enforced 
in the event of our failure to earn the foreign exchange based on the 
original terms and conditions of the contract agreed upon by the 
Hindustan Steel Ltd., on the amendments which may he subseq~ient- 
ly mutually agree to accept. 

We hope you will be kind enough to refer the matter to  the  
Ministry fully explaining the fact. The enforcemerit of Bank GI@- 
rantee should bc depcndcnt on the Hindustan Steel Ltd., fulfilling 
the terms and conditions of the ccntract and our failure to have lifted 
the material, but evidently which i~ not the case. 

. Thanking you, 

P.S. On our part, we are  rc-ady to leave the decision to tS,c Min- 
istry and to your office. A copy of proposed amendment of the con- 
tract as handed over by the Hindustan Steel Ltd., is also zttached 
herewith. 

Copy of letter No. 204'ZJ/l /GLM/PC dated 31-1-1961 f rom ?1 s. 
Khemchand Rnjkuntar, Calcut ta to t he  Iron and Steel Controller 
Calcutta- 1. 

SURJFX~T:--E.T~OI.~ of 5040 tons  of Rtllets on Barter basis in elrchange. 
of finished steel ~nateriats-subtnIssi01'i Bank Guarantee. . 

We have for acknowledgment your letter- No. CP KR (33) 160'77 cf 
the 12th instant. 

Since the  bankers have revalidated the Rank Guarantee, we 
trust you will appreciate that a fresh Rank Guarantee ;s not required. 
I t  is true that the R m k w s  havtl rtvalidatc ' after the cxpiry of B a ~ k  
Guarantee Nn LG 477'60 dated 30-11-60. bk: once the guarantee has  
been rcvalidated i t  IS cv~dcnt  that the TS, nkers have  zsumrd the  
responsib~lity and obl~gations: 

If you require any other confirmatinn or explanatory letter from 
the  Bank, we shall have pleasure to obtain the same and supply "9 
you. 

In  regard to documentary evidence for earning foreign exchange 
to the tune of $85,433.04 by exporting 924.60 long tons Billets 40 
Pakistan, we are attaching herewith relative Bank Memo as obtamed 
from the Industrial Importers Private Ltd.. Stephen House, Calcutta, 
t h r o u ~ h  whom the goods were sold to Pakistan. 



In reply to the third para, we beg to refer to third para of our 
letter No. 35015 dated 22-12-60 where the position has been fully 
accounted for. 

Thanking you, 

Copy of letter No. CP/KR!33/60/644 dated 2-6-61 from &on, and Steel 
Controller. Calcutta to MIS. Kh'emchand Rajkumar, Calcutta. 

S m e r - E x p o r t  of 5000 tons of Billets on barter basis in exchange 
of finished steel materials submimion of 15% Bank 
Cuaran tee. 

With reference to your letter NO. 2Mi'9\6l IGEMIPC datcd 31-1-61 
on the above subject it is stated that Rank Guarantee No. LG1477160 
was valid upto 29.11.60 validity of which was u p  to 28.2.61 only. 
You are therefore requested to furnish a freyh Rank Guarantee on 
ten Rupee non-judicial stamp paper for the amount detailed beluw 
being the 15mo of the total export value:- 

Total expm value for 5000 tons of 
Billets (iil 98.10 

Less f,~reign exchange already earned 

by export of 524 60 tons of Billets 

Exact amount for ~ .h i{ .h  Bank 
Guarantee is be furnishd. 1x5. 340,345 '05 
- -- - - 

Copy to S.1 C. Br with the request to consult Barter Scction 
before issue of any I / L  and C.C.P. in favour o f  the firm. 

Copy of letter No. 21 781 /6l/C;GG 'PC. dnted 9-6-1961 front M /s. 
Khemchand Ragk,~mar, Calcutta to the Iron & Steel Cnntroller 
Calcutta-1. 

SUBJECT: -15 per c'wt Preimport Guarantee agaiml Barter of 5000 
tons of Billets and Tinmill Black Plates. 

We have for acknowledgment your letter No. CP/KR/33;601644 
'dated 2-661. 

We are arranging to submit a Bank Guarantee to you and we have 
,already advised our Bankers to do so. In the meanwhile, we request 
,you to kindly advise the S.I.C. Branch nat to hold up any of our 
'Import licences or C.C.Ps. 

Thanking you, we arc, 



Copy of letter No. CP/KR/33/60/1337, dated 2nd November, 1961 
from the Iron & Steel Controller, Calcutta to M!s. Khemchand 
Raj kumar, Calcutta-1. 

SUWECT:--Barter deal involving export of 5000 tons of Billets cmd 
import of 2600 MITons Tin Mill Black Plates. 

With reference to your letter No. 22885/61/GLM,/PC dated 3rd 
October 1961 addressed to The Chief Sales Manager, Hindustan 
Steel Ltd., Calcuttta copy endorsed to this office on the above subject, 
it is stated that as per this office record you have imported Tin Mill ' 

Black Plates to the tune of Rs. 20,46,328 where as you have a 
earned foreign exchange amounting to only Rs. 5,39,179 against this 
barter deal. If the export contract is cancelled at this stage, you are 
requested to let this office know how you propose to eprn the balance 
Rs. 14,87,149 to equate the value of Import already made (Rs. 20,46, 
328). 

Regarding Return of Bank Guarantee, your attention is invited to 
this office letter No. CP/KR/33/60/644 of 2nd Junc, 1961 wherein 
you were requested to furnish a fresh Bank Guarantee for 
Rs. 3.40,34505 nP. no reply to that letter has yet been received. 
Neither any import licence nor any C.C.P. wi!l be issued in your 
favour against any barter deal if the Bank Guarantee as esked for 
In this office above quoted letter is not furn ish4  wilhln 7 days from 
date, which please note. 

Copy to:-Hindustan Stcel Ltd., 2, Fairlie Place, Calcutta for in- * 

formation with reference to their letter No. SE117-18/23720 dated 
6th October. 1961. 

S.I.C. Br. with the request to consult Barter h r c h a s e  Section be- 
fore issue of any C.C.P. or Import llcence in favour of the firm in 
question. 

Copy of letter No. CP/KR/33/60/103 dated 5/74-1962, from the 
Iron & Stcel Controller, Calcutta to M / s .  Khemchand Rajkumat, 
Ca Ecutta. 

SUBJECT:--B~T~~T deal involving export o f  5000 tons of Billets and 
import of 2600 Mltons of Tinmill Blark Plntes. 

Your attention is invited to this office letter Xo. CP/KR/35,60/ 
1593 of 30-1111-12-61 wherein you were asked to furnish a fresh Bank 
Guarantee as asked for in this oface letter No. CP/KR 3316011337 of 
2nd November 1961, which has not yet been filrnished. It is not 



foII.iUwed why you should not furnish Bank Guarantee as pre-import 
wd's dllo#ed in view of your special request and this offike could very 
well have refused to allow pre-import strictly speaking. 

In vied of the accommodation allowed to you, you are honour- 
bound to furnish Bank Guarantee till such time the whole matter is 
settled one way or other. 

We trust you will not fail to furnish Bdnk Guarantee whatever be 
the merits of your case. We shculd have your rcply within 7 days 
hereof. 

Copy to:-S.I.C. Br. with the request to cwnsiilt Barter Purchase 
Section before issue of any Import licence or Customs Clearance Per- 
mit in favour of* the firm in question. 

Copy o j  letter No. 23723/'62,lGZ,M/PC dated 13th February, 1962 
from M/s .  Khemchand Rajkumar, Calcutta to the Iron & Steel 
Controller, Calcutta-1. 

SUBJECT:--Barter deal inzro'ving export of 5000 ton: of Biltets and 
&port of 2600 Mltons  of Tinmill Black Plutes. 

We nave for acknowledgment your letter No. CPjIiR13316O1 103 
of  the 517th instant. 

We have no hesitation tn give you a Bank G u ~ r a l ~ t e e  as we are 
fully confident that in realisation of the facts o f  the case your deci- 
qion will he made in our favour. However, 35 pointed out to you in 
our earlier letter 23303 datcd 7th D~cembcr .  1$j5!, our  Banl;c~rs ale not  
agreeable to aivc 0 jrrsll 2n3tl; C;imrantte u~ : iess  j ~ l 7  prr:.ticuinrs nnr5 
details of materials to be exorted are furnished to them. Unfortu- 
nately, the Producers are not willing to reduce their &!rice to the level 
of current international market and therefore we h:?ve no common 
ground with them for fresh negotiations. 

Thanking you, 

Copy of letter No. CP 'KR!33/60/1037, dated the 20-10-62 from 
Iron & Sttd Controi?er, Calcutla to M / s .  Khemchand Rnjkumnr, 
Calwttc-1. 

SUBJECT : Barter d ~ c l  involving e q o r t  of billets c l n d  import of 
finished steel materi&ls. 

As per our books, forrlign exchange to the tulle of Rs. 14,83,069 
is due to  be earned and you should h a w  furnished the Bank 
guarantee. 



In, any case you are h o n o u  bound t o  earn  the foreign exchange 
and you should, we feel, arrange export of fin~shed steel on cash 
basis in terms of public notice published ill the Government of 
India Gazette dated 29th September 1962, (Part 111 Section I). 
Please confirm that  you would avail yourself of this opportunity 
of earning foreign exchange and fulfil the long standing obligation 
t o  Government in respect of the billets barter deal in question. 

Please put up concrete proposal in this regard within 15 days 
hereof. 

Copy of letter No. 25492/62/GLM/PC, dated 12th November, 1962 
from M / s .  Khemchand Rajkumar, Calcutta to the Iron ar,d Steel 
Controller, Calcutta-1. 

SUBJECT:-Barter deal involving export of Billets and import of 
finished steel materials. 

We have for aclrnowledgment your letter No. CP/E;R/33/60/ 
1037 of the 20th October, 1962. 

We have fully explained to your office and the blinistlg the clr- 
curnstanctl~ undvr whicli urc. could not earn o n  exchange. 
Mls.  Hilldustan Stecl Limited iailrd and ncglccted to supply us 
Billets for export, in accordance with the terms and ccvditions of 
the contract and this position is known to 5 cu. 11: this connwtion, 
may we invite your kind attention to our last letter No. 25197 dated ' 
18th August, 1962 addrcsscyj t : ~  t he  Srcretar:,.. hlinistry of Steel and 
Heavy Industries with a cop!. to you. In any case. theGovernment 
may as well consider that foreign cxchnaze has been spe~l t  by us as 
a consuliler who \bras olherw-1st. c r i ? . i ~ ! ~ d  '.(, import Tinrn:!l  Black 
Plates for running the plant within tht, limits of the cap,lclty reclog- 
n ~ s e d  by the Governrncnt. 

We very much regret that it will not be p~s>ib le  tc export finish- 
ed steel on cash bass ,  as suggested by yc111, sir>ce the prices on which 
the steel will be made available are too high .when cc.mp:lre to 
Int.ernationa1 markets. We shall 1ml.i. p1~; i sur r  to espcirt finished 
steel or semis if the same are made available to us at prices con- 
forming to  prescnt World lcvrl. 

We quite realisc that it is necessary for  our country to  earn 
foreign exchan, .~~.  as best ' a s  possible a17d with this in vie\v, 1,-e are  
prepared to earn forrign exchange eve11 though it may m e w  no pro- 
fit to us. 



We are developing export of Jute goods although it is not o u r  
line and we have never exporAed Jute Pi-odhctk hereto: behre. WQ 
shall be glad to place the foreign exchange so earned on export 
of Jute goods at the disposal of the Government to the extent of 
Rs. 14,83,069 which you expect us to earn and we beg to assure yoln 
that we shall not request you for barters. 

We shall be grateful to you for favouring us with your kin& 
reply as early as possible. We are co~lfident that the Government 
will appreciate the circumstances explained by us and. agree to our 
proposal. 

Thanking you, 

Copy to:-The Ministry of Steel & Heavy Industries, Government 
of India, New Delhi, for attention Mr. C. A. Nair. 

Copy of letter No. CP/KR/33/60/15 dated 8th Januury. 1963, jrom the  
Iron and Steel Controller, Calcutta to M / s .  Khemchand R a j k u m r  
Calcutta. 

SUBJECT:--BUT~~T deal involving export' of Ellets  and import of 
Finislzed Steel materials-Pre-import of Tin Mill Black Plates- 

REF.:-Your letter No. 25/92/62/GLM/PC' dated 12th Novcn~ber  
1962. 

With reference to the above, it is stated that pour proposal to earn 
foreign exchange by export of Jute Goods for adjustment against the 
foreign exchange alreadv spent in Hindustan Steel Ltd. Billet barter 
deal is not agreed to. You are requested to arrange export oY finished 
steel in terms of this office letter No. CP1KR13316011W7 dated 20th. 
October 1962 for early settlement of the pre-import barter account. 

Copy of letter No. 258821631GLMIPC dated 24th January, 1963, 
from M / s .  Khemchand Rajkurnar, Calcutta to the Iron an&' 
Steel Controller, Calcutta-1. 

Su~~r!r~: - -Bar ter  deal involving export of Billets and import of 
F i n ; s h ~ d  Steel Maieriuls-Pre-import of Tin Mill  Black 
P;ntes. 

We have for acknowledgment your kind letter No. CP-KR/ 
33/60/15 of the 8th January, 1963. 

We have already explained to you our difficulties in exporting- 
Anished steel. I t  will mean a tremendous loss to us  unless supplies- 
are made available to us at the current lowest International price:. 



We would request you to treat this matter as closed in view of 
the position explained by us, in our przvious correspondence with 
you and the Ministry. We would not export Billets to Pakistan 
as the Hindustan Steel Ltd., failed and neglected to supply us 
Billets in accordance with the terms and conditions of the contract. 

In any case, you will kindly appreciate that import of Tinmill 
Black Plates was made by us as a consumer, for consumption of 
material in our Tinplate and not as an importer and total import 
of Tinmill Black Plates made by us, including under this barter did' 
not exceed our recognised capacity. 

We may not write in detail herein as the position has been 
fully explained to you in our earlier correspondence. 

Thanking you. 

Copy of letter No. CP/KR/33/60/84 dated 12th February, 1963 
from the I ~ O T L  and Steel Controller, Calcutta to M / s .  K h e m  
chand Rajkumm, Calcutta. 

SUB:-Barter deal involving export of Billets and import of finished 
steel materials-Pre-import of Tin Mill Black Plates. 

W ~ t h  reference to your i t  tter No. 25882:63 GLM: PC dated 24th 
January, 1963 I am to state that your request to treat the matter 
as closed is not acceptable to us. YOU should find out some means 
of earning of foreign exchange to cover the value of Pre-. 
import of Tin Mill Black Plates already made which p u  are hon- 
our bound to do. You should make earnest attempts to find out 
. i ~ ~ n s  of earning of Foreign Exchange to match the pre-import 

value. 

Copy of letter No. CP/KR/33/60/691 dated 24th and 25th July, 
1963 from the Iron and Steel Controller, Calcutta to M/s .  K h e w  
chand Rajkumar, Calcutta. 

SUB:-Barter deal involving i m p r t  of linished steel against ex- 
port of setnis of Hindustan Steel Ltd. 

Please refer to this office letter No. CP/KR/33/60/1037 dated 
20th October, 1962 and subsequent reminders thereto on the sub- 
ject. This office have been every now and then reminding you of 
your long outstanding obligation to Government in the matter of 
earning o'f foreign exchange which you have already spent for im- 
port of finished steel on pre-import basis. You do not seem to have 



m d e  earnest efforts for earrring foreign exchmge by expbrt of 
finished steel in terms o'f the public notice published in the Gazette 
of India dated 29th September, 1962. If some of the firms have sw-  
ceeded in effecting export of finished steel, it is not understood why 
it should not be possible for you also to do the same. It is needless 
to add that Government, can hardly take a complacent view of the 
situation. It is expected that you would do the needYul without 
further delay. Please reply within 10 days from the date along 
with your concrete proposal for export. 

Copy  of letter No. 1667163: GCB: AL dated 12th September, 1963 
from M / s .  Khmuhand Rnjkumar, Calcutta to the  Iron and Steel 
Controller, Calcutta. 

SUB:-Bartar deal involviqg import of finished steel against export 
of Semis of H.S.L. 

We beg to acknowledge receipt of your letter No. CP/KR/33/60/ 
691 dated 24th and 25th July, 1963 and CP/KR/33/60/769 dated 23rd 
August, 1963. 

We have imported Tinmill Black plate under this barter for our 
dan t ,  which are to be normally imported from free foreign exchange 
resources. However. we are now trying to enter into contracts for 
export oY finished steel. The prices at the moment are not condu- 
cive to any substantial contracts. However, our Mr. Rajkumar has 
gone abroad to explore further possibilities of export of finished 
steel and we will revert on the subject as soon as we can give some 
concrete proposals. 

Thanking you. 

( c )  Correspondence between the Iron & Steel Controller and M/s. 
Ramkrishan Kulwant Rai 

Copy of lr7ttPr No. CIRKKI (32) ;GO, dated the 31sl Octobcr, 1960 from 
I w t t  & S t w /  roWroller, Calcutta to MIS. Ramkrishun Kulwant 
Rai Colcuf to 

SUB:-Export ~f 5000 tons of Slabs on barter basis in exchange of 
lrnport of Finished Steel-Replacement of Bank Guarantee. 

I a m  to invite your attention to the above subject and to state 
that t h e  13: 711 Guarantee L'C-291'60, for the amount of Rs. 1,95,0001- 
furrri.hed hy you cm 30th April, 1960 has expired on and from 2nd , 
October, 1960. 



You are therefore requested to furnish a .fresh Bank Guarantee 
for the same amount immediately. On receipt of the same the 
previous Guarantee will be returned to you. 

Copy to S.I.C. Branch for information. No customs Clearance 
Permit against the Import Licence Nos. 196, 197 and 193 should be 
issued in .Fzv:.ur of the above firm until further advice from this 
section. 

Copy of letter No. BT125, dated 29th October, 1960 from Mls. Ram 
Krishan Kulwant Rai, Calcutta to the  Iron & Steel ~ d n t r o ~ ~ e r ,  
Ca lcutta-1. 

Sun:-Your Barter Letter Order No. C I R K K ;  (32) 160, dated 5th May, 
1960, and amendment dated 5th June, 1960 for e.rport o f  25,000 
tons Slabs and Blooms against import of steel materzuls. 

Against the above Letter order, we regret to find that the Hindu- 
stan Steel Ltd., will not be able to supply 25,000 tons of Slabs and 
Blooms against which we have already imported the iteel materials. 
In order to meet our obligation in earnlng the foreign exchange 
equivalent to the value of materials imported, we hereby undertake 
to earn the forc i~n  exchange by exporting all permissible items hke 
~ang: ine ' se  Ow, Ferrous Scrap etc. We assure you that we will 
e a r n  the forclgn cschange for the full value for which i m p r t s  have 
t~ecil .nade. 

Wc. shall s u b m ~ r  you our  detailed programme as to how u-e shall 
be ab!c to complete the earn~ng of thc foreign e:\changtb. shortly. 

Thanking you. 

Cory of letter N o .  C P  R K K ' 3 2  60 11.  dated thc 6:'- J.77211 1'11, 1961 
from Iron. & Steel Conirolltr. Calcutta n d d w w d  to M / s .  Ram 
Krishan Kulznnnt Rai. Calclcttn. 

SUB: -Replacement of Bank Guarantees 

With reference to the above it is stated that validitv period of 
both the Bank Guarantee furnished by you for ( i )  Rs. 320,500'- and 
( i i )  Rs. 15,15.000 - have expired on 31st December, 1960. 

You are therefore requested to replace the abovc. kruarantees 
inimediately. Unless the Guarantees are replaced no CCP against 
import  licences concerned will be issued. 



Copy to S.I.C. Branch' with the request to consult Barter Pur- 
chase Section while issuing C.C.P's. in favour of MIS. Ram Krishan 
Kulwant Rai, Calcutta against IlLs issued against export of mate- 
rials produced by Hindustan Steel Ltd. 

Copy of letter dated January 9, 1961 from MIS. Ram Krishan Kul- 
want Rai, Calcutta to the Iron & Steel Controller, Calcutta. 

Sm:-Replacement of Bank Guarantees. 

With reference to your letter No. CPlRKK132160111, dated 6th 
inst. we are enclosing herewith fresh Bank Guarantees Nos. 594i61 
and 595161, both dated 6th January, 1961 for Rupees 15,15,0001- and 
Rs. 3,20,500/- respectively which hope you will find in order. 

Kindly return the two Identical Guarantees which expired on 
31st December, 1960 for cancellation by the Bank. 

Thanking you. 

Copy of letter dated 19th January, 1961 from Mls.  Ram Krishan 
Kulwant Rai, Calcutta addressed to Iron & Steel Controll~r, 
Calcutta 

(Atten: S h r i  S. C. Mukherjee) 

RE: Barter Order for export of 25,000 tons Steel Slabs against Import 
'of Steel Materials. 

In further reference to Letter No. SEjlllO, dated 16th instant 
addressed to us by MIS. Hindustan Steel Ltd. on the above subject, 
we beg to submit the following clarifications:- 

1. According to the present offer made the total FOB export 
value of 14,000 tons Slabs at $ 70.53 and 15,000 tons Ingots 
at $ 60.29 comes to $ 18,91,770 as  against the total Import 
Licence issued for Rs. 100,72,496 that is $ 22,98,447 leaving 
an uncovered balance of $ 2,06,677. 

2. The Hindustan Steel has kindly agreed to give us as per 
the last paragraph of their letter under reference any 
additional quantity of Slabs & Ingots or Plates according 
to our choice that may be required to cover the deficit. 

We are enclosing a copy of a letter No. SEJ1110, dated 16th instant 
received from Hindustan Steel Limited for your ready reference. 



Now, we would earnestly request you to  kindly release u s  our  
pending Import Licence Application against Barter as well as few 
-Customs Permits which have been held over by your office. 

Thanking you. 

Copy of letter No. C P I R K K  72'60'1'11669 d a t ~ d  8 t h  June 1961 from 
Iron & Steel Controller, Calcutta addressed to Mfs .  Ram Krishun 
Kulwant Rai, Calcutta and copy t o  Hindustan Steel Ltd., 2 ,  Fairlie 
Place, Calcutta, w i t h  reference t o  their letter No SE/39-28A/ 
17012-13 dated 25th May, 1961. 

SUB: Export of 14000 tons of Steel Ingots on barter basis in exchange 
of finished steel materials. 

Please refer to your copy to H~ndustan Steel's letter Nos. SE'39- 
2819115773 of 10-5-1961 and SE,39-28A117012-13 datrd 25-5-1961 and 
take immediate steps to furnish su~ tab le  letter of credit along with 
details of a shipmrnt to Hindustan Steel L t d ,  C d ~ ~ ? t d  SO that 
arrangement for ~ h ~ p r n c n t  :lf 5000 tons of ingots, which are lying 
a t  the port ready for shipment, may be made. 

In view of the concestion in Calcutta Port. you are requested to  
take immediate action so that Inqots w h ~ c h  are lying ready for s h i p  
ment, may be shipped without further delay. 

Kinalv report the position to this office a t  an early date alte; 
doing the necdful. 

Copg oj Itp er  No. C P  R K K  32 60 11 910 dated 22-7-1961 front Iron 
& Steel Controller, Calcutta addressed to M/s. Ram Krisizan 
k'i~lzc~ant Rai. Calcutta. 

SUB: ~~~~~t of 1400 tons of Steel lngots on barter basis in exr!lnnge 
of finished steel materials. 

Wlfn ~.eference to the above, your attention is ~nvi ted to Hindustan 
Stcel Linlited's letter Nos. SE'39-28A115773 of 10-5-1961, SE 39-26Ai - 
17012-13 of 25-5-1 961, SE'39-28Al17502-04 of 30-5-1 961 SE 39-28AI 
22969-71 of 13-7-1961 and this Office letter No. CP/RKKi32/60/II/669 
of 8-6-1961. Please confirm that arrangements have since bcen made 
for shipment of 5000 tons o'f ingots in question which are lying ready 
for shipment for a long time. 

Copy to Hindustan Steel Ltd., 2 Fairlie Place, Calcutta for infor- 
metion with reference to the endorsement of their letter No. SE139- 
28Al22969--71 of 13-7-1961. 



Copy of letter No. CP/RRK/32/60/IU1252 dated 29/30-9-1961 from- 
Iron & Steel Controller, Calcutta addressed to Mls. Ram Krishan 
Kalwant Rai, Calcutta. 

SUB: Barter deal involving export of Slabs and lngots and import of 
Steel-Lifting of slabs. 

With reference to the above, your attention is invited to Hindu- 
stan Steel ~ t d . , '  Calcutta's letter No. SE139128122632-33 dated 21-9-1961 
addressed to you and copy endorsed to this office. You are requested 
to make immediate arrangement to lift the slabs lying at Vizag, if 
not already done. This office may be informed after lifting is done. 
The matter may be treated as urgent. 

Copy to Hindustan Steel Ltd., 2, Fairlie Place, Calcutta wi.th 
reference to their letter quoted above. 

Copy of lette?- No. CPlRKK132160i11i 1591 dated 30-11-1961 from 
Iron & Stet4 Controlle~, Colcutta to M (s .  Ram Knshnn Kulwant 
Rai, Calcutta 

SUB: Barter deal involving export of Slabs and lngots in exchange 
of Finished Steel materials-Delivery of Slabs and Ingots. 

It  has been reported by Hindustan Steel Ltd., Calcutta that 
inspite of repeated reminders you are not making any arrangement 
for taking delivery of 16,000 tons of Slabs and 9000 tons of Ingots 
lying at Vlzag and Calcutta port respectlvcly ready for delivery 
from a very long tlme. It has also been reported that they are 
having considerable financial loss by way of freezing up of capital, 
ground rent, loss of interest etc. due to your not taking delivery of 
the above materials: In this connection your attention is drawn to 
this office letter Nos. C P  RKK'32'60111,910 dated 22-7-1961 and CPI 
RKKi32/60111j1252 dated 29-3019 1960 on the above subject no reply 
to which has yet been received. This was not expected of you. You ' 

are therefore requested to lift the slabs and Ingots in question 
immediately. Please note that if the Slabs and Ingots in question 
are not lifted within 15 days from date, you will be held solsly 
responsible for the  loss incurred by Hindustan Steel Ltd.; in this 
behalf. 9 

The matter may be treated as most urgent. Please confirm im- 
mediately that you are initiating proper action in the matter. 



Copy to Hindustan Steel Ltd., 2, Fairlie Place Calcutta LL 
information with reference to their letter No. SE-39.28.31282 datei. 
16-11-1961. "1 3 .  

Copy of letter No. CP/RKK132/60jI1]1681 dated 20.21-12-1961 jrom 
Iron & Steel Controller, Calcutta to MIS. Ram Krishan KuEwant 
Rai, Calcutta. 

SUB:-Export of 14000 tons of Ingots and 18000 tons of Slabs on 
barter account in exchangle of Steel materials. 

Please refer to Hindustan Steel Limited's letter No. SEj39-281 
29416-17 dated 7-8/12/1961 addresqed to you and copy endorsed to 
this omce and this Office letter No. CP/RKK/32/60/11/1591 dated 
30-11-1961 on the above subject. No reply to our letter 1 f 30-11-1961 
has yet been received. We can hardly appreciate your silence over 
the matter, urgent as it is. 

Please expedite reply confirming that proper action has already, 
been intimated in the matter. 

Copy to Hindustan Steel Ltd., 2, Fairlie Place, Calcutta-with 
reference to their letter quoted above. 

Cop?) of letter No. CP RKK 32 60 I1 51 dared 19 20-1-1962 from. 
Iron & Steel Controller, Calcutta addressed to M/s. Ram Kmhan  
Kdwant  Rai, Calcutta-1. 

SUB:-Enrport of 14000 tons of Ingots a ~ ~ d  18000 tons of Slabs on 
barter basis in txchange of Steel nrater~als. 

It is not understood why no reply to this office lettcr No. C P /  
~k~/32/60/11/1591 of 30-11-1961 and subsequent reminder of 20121- 
1') 961 on the, above subject has yet been received. Hindustan &-i' Steel Ltd., have been complaining time and again that no arrange- 
mqnts have been made by you for lifting the materi31 cRcred under 
thf contract. We can hardly appreciate your attitude in the matter 
as you are neither replying to our letters nor doing the needfuL . . 

Please expedite reply confiming that proper action has already 
been int;mated in the matter. ' 

Copy to Hindustan Steel Ltd., 2, Fairlie Place, Calcutta-with. 
reference to their letter No. 63139-28/3035839 of 22-1-1962. 



Copy of let!er No. CPIRKK / 32 160 1111 174 dated 26-2-1962 from Iron & 
Steel Controller, Calcutta addressed to M/s. Ram Krishan 
Kulwant Rai, Calcutta-1. 

SUB:-Barter deal involving enrport of Slabs and Ingots and import 
of Finished Steel materials-submi.ssion of fresh Bank Guarantee. 

With reference to the above attention is invited to Bank Gua- 
rantee No. L/G 594161 dated 6-1-1961 for Rs. 15,15,000/- submitted 
by you, validity of which expired on 30-6-1961. It  is not followed 
why you should not furnished Bank Guarantee as pre-import was 
allowed in view of your special request and on the strength of the 
Bank Guarantee and this office could very well have refused to 
allow pre-import strictly speaking. 

In view of the accommodation allowed to you, you are honour- 
bound to furnish Bank Guarantee till such time the whole matter 
is settled one way or other. 

We trust you will not fail to furnish Bank Guarantee whatever 
be the merits of your case. We should have your reply within 7 
days hereof. 

Copy to S.I.C. Br. with the request to consult Barter Purchase 
Section before issue of any import licence or customs clearance 
permit in favour of the firm in question. 

Copy of letter No. CP/RKK/32/60/11;316 dated 8-3-1962 from Iron & 
Steel Controller, Calcutta to M/s. Runt Krishan Kulwant Rai, 
Calcutta. 

SUB:-Bartor ,deal inwlvi?.,j o.rport of Slabs and Ingots and import of 
finished steel materials-Submission of fresh Bank Guarantee. 

Your attention is invited to this office Letter NO. CP/RKW32/ 
60/11/174 dated 26-2-1962 on the above subject and it is regretted to 
state that neither the Fresh Bank Guarantee nor any reply to the 
above lctter has yet been mceived. 

As we are interested in getting the Bank Guarantee urgently, 
you are requested to do the needful with the least delay. 



Copy of letter No. VG/BT/25 dated 5-3-1962 from Mjs. Ram Krishan 
Kulwant Rai, Calcutta t o  Iron & Steel Controller, Calcutta-1. 

Sw:-Barter deal involving export of Skrbs,and Ingots and import of 
Steel. 

This has referred to  your letter No. CP/RKK/32/60/11/174 dated 
26th February, 1962. 

Please note that we have written to Hindustan Steel Ltd., vide 
our letter No. EXP180/2510 dated 25th January 1962 with copy to 
you for which we have received a letter from Hindustan Steel Ltd., 
which needs further clarifications. 

As such we are approaching Hindustan Steel LM., for further 
clarifving and on receipt of their reply we will revert. 

Thanknig yon. 

Copy of letter No. CP/RKK/32/433 dated 22/2441962 from Zrm & 
Steel Controller, Calcutta addressed t o  M/s. Ram Krishan Kul- 
want Rai, Calcutta. 

SUB:-Barter deal-lmport o f  Steel against export of Slab and 
Ingots. 

REF: -YOU? letter No. VG/BT/18 of 30-3-1962. 

It is regretted to inform you that none of your requests as per 
your above quoted letter can be acceded to. You have already 
imported steel on pre-import basis under the barter in question and 
have not earned the foreign exchange therefor so far. You should 
first earn the foreign exchange before which no proposal involving 
further pre-import involving further remittance of foreign exchange 
urSder the deal can, at all, be, entertained. 

Copy of letter No. CP/151/Yudhisthirlal,'61/62/431 dated 23-4-1962 
from Iron & Steel Controller, Calcutta to M / s .  Ram Krishan 
Kulwant Rai, Calcutta. 

SUB:--Barter deal involving export of ferrous scrap and irnport of 
finished steel materials-Issue of I /L  and LIA. 

The representation made in .your letter No. VS!BT/IMP/lO of 
13-4-1962 was duly considered. Pending settlement of pour dispute 
with Hindustan Steel Ltd. regarding the quality of Slabs and Ingots 
.you should forthwith furnish a specific and concrete scheme for 

225 (aii)LS 



our consideration as to how you p r o m  to earn the foregin ex- 
change which has already been spent for import of steel on pre-im- 
port basis. You should also at the same time given an undertaking in 
writing on a stamped paper that you would unconditionally abide 
by the directions of this office in the matter. There only can the 
question of lifting the ban on issue of Import Licence to you or to 
any other firm with a letter of authority in your favour can be 
considered. 

Copy to 1. S.I.C. Br. for information along with their File Nos. 
OL/51(59) /62, CL/51(43) /62 and CL/51(7) /6l. 

2. File No. CP/RKK/43/60/TI/ 

Copy of letter No. CP/RKK/33/60/IV1040 dated the 20-10-1962 from 
lron & Steel Controller. Calcutta to M/s. Ram Krisltan Kulwant 
Rai. Calcutta. 

Su~:--Barter deal involving e.xport of Slabs and Ingots and import 
of finished steel materials. 

As per our books, foreign exchange to the tune of Rs. 98,91,554 
is due to be earned and you should have furnished the Bank Gua- 
rantee which you are honour bound to do. 

In any case you are honour bound to earn the foreign exchange 
and vou should, we feel, arrange export of finished steel cn cash 
basis in terms of public notice published in the Government of 
India gazette dated 29-9-1962 (Part I11 Sec. I). Please confirm that 
you would avail yourself of this opportunity of earning foreign 
exchange and fulfil the long standing obligation to Government in 
respect of the barter deal in question. 

Please put up concrete proposal in this regard within 15 days 
hereof. 

Copy of letter No. CP/RKK/32/60/11/86 dated 12-2-1962 from Iron & 
Steel Controller, Calcutta t o  M/s .  Ram Krishan Kulwant Rai, 
Calcutta-1. 

SUB:-Barter deal involving export of Slabs and Ingots and import of 
finished steel materials-Earning of foreign exchange. 

It is very much surprising that you have neither replied to this 
omce letter No. CP/RKK/32/60/lI/1040 dated 20-10-1962 nor sub- 
mitted ,any concrete proposal as requested therein. You are once 



again requested to avail yourselves of the opportunity of earning 
of foreign exchange and fulfil the long outstanding obligation to  
Government in respect of the  barter deal in  question in terms of 
this Office letter number quoted above. 

Copy of letter No. CP/RKK/32/6WII/690 dated 24/25-7-1962 from 
Iron & Steel Controller, Calcutta to M/s. Ram Krishan Kulwant 
Rai, Calcutta. 

SUB: -Barter deal involving i m p ~ r t  of finished steel against export 
of Semis of Hindustan Steel Ltd. 

Please refer to t h s  Office letter No. CP/RKK/32/60/Ii/1040 dated 
20-10-i 962 and subsequent reminders thereto on the sui>ject. This 
office have been, every now and then, rernindmg you of your long 
outstanding obIigation to Government in the matter of earning of 
foreign exchange which you have already spent for import of finixh- 
ed stecll on pre-import bass.  You do not seem to have made ear- 
nest efforts for earning foreign exchange by export of finished steel 
in terms o f  the publlc notice published in the Gazct:e of India 
dated 29-9-1962. IY some of the firms have succeeded in effecting 
export of finished steel, lt is not understand why it should not be 
pos4ble for you also to do the same. I t  is needless to add that 
Government can i~ardly  take a complacent view of the situation. 
I t  is euprcted that you would do the needful without further delay. 
Plrasc. reply within 10 days from date of along with your concrete 
proposal for export. 

Cop:/ of letter No. VG/BT/25  dated 23rd August, 1963 from MIS. Ram 
Krishan Kulzoant Rai, Calcuttcr to the Iron & Steel Controller. 
Calcutta. 

SUB:--Baler deal involving Import of finished steel ngainst e.xport of 
Semis of Hindustan Steel Ltd. 

Please refer to your letter No. CP/RI;;K/32/60/11/690 dated the 
24/25th .July, 1963. You will kindly appreciate that we had coxa- 
cluded a contract with the Hindustan Steel Ltd. for export of slabs 
and ingots, but, we were not supplied with the right materials by 
them and hence we could not fulfil the commitments wc made. 

We may submit herewith that we are still interested in exporting 
ingots and slabs according to  the contract w e  concluded with the 
Hindustan Steel Ltd. and hereby earn the required foreign exchange 
provided they can supply us the  right materials for export. 

Thanking you. 



C q q  of Letter No. CP/RKK/32/6WIIj827 dated 5-9-1963 from Irma & 
Steel Controller, Calcutta to M/s. Ram Krishan Kulwant Rai, 
Calcutta. 

SUB:-Barter deal involving import of finished steel and export of 
Semis of M/s. Hindustan Steel Ltd. 

REF: YOU? letter No. VG/BT/25 of 23-8-1963. 

With reference to the above, it i.s stated that you may take up  
the question of supply of Semis with M/s. Hindustan Steel Ltd. 
direct. You should, however, arrange export of finished steel as 
suggested in this office letter No. CP/RKK/32/60/11/690 dated 241 
25-7-1963 with the least possible delay and thus fulfil your obliga- 
tion to Government in the matter of earning of foreign exchange 
spent on pre-import. You will appreciate that this office can hard- 
ly allow your pre-import barter deal remaining unfulfilled till your 
dispute with M/s. Hindustan Steel Ltd. in regard to supply of Slabs 
and Ingots is resolved. 

(d) Correspondence between the Iron & Steel Controller & 
M/s. J. S. Cohen & Co. 

Copy of letter No. CP/JSC/38/6q/l28 dated 15th Februaq,  1962 
from Iron & Steel Controller, 33, Netaji Subhas Road, Calcutta to 
M/s. J .  S. C o h  & Co., Calcutta. 

SUB:-Barter deal involving earport of 7,500 tons of billets and 
import of finished steel materials-Submission of fresh 
Bank Guarantee. 

With reference to the above your attention is invited to Bank 
Guarantee No. L/g 751/61 dated 27th ~une,'1961 for Rs. 2,26,434 sub- 
mitted to you, validity of which expired on 1st January 1962. It  is 
not followed why you have not renewed the Bank Guarantee in ques- 
tion as pre-import was allowed in view of your special request and 
this office could very well have refused to allow pre-import strictly 
speaking. 

In view of the accommodation allowed to you, you are honour 
bound to furnish Bank Guarantee till such time the whole mattep 
is settled one-way or the other. 

, ,  i 
We trust you will not fail to furnish a fresh ~ a n k '  Guarantee im- 

mediately. We should have your reply within 7 days hereof. 



Copy t0:- 

1. S.I.C. Br. with the request to consult Barter Purchase 
Section before issue of any Import Licence or Customs 
Clearance permit in favour of the firm in question. 

2. Industries Section with the request to consult Barter Pur- 
chase section before issue of any Export Licence in 
favour of the firm. 

Copy of letter No. CPdJSC/38/60/306, dated 23rd March 1962 from 
Iron & Steel Controller, 33, Netaji Subhas Road, Calcutta-1 to MIS. 
J .  S. Cohen, 6-A. Sudder Street, Calcutta. 

SUB:-Barter deal involving export of 7,500 tons of Billets and Import 
of finished steel materials-Submission of Fresh Bank Guarantee. 

REF: -Your letter dated 20th February, 1962. 

I t  is regretted that fresh Bank Guarantee as asked for in this 
office letter No. CP/JSC/38/60/128, dated 15th February 1962 has not 
yet been submitted by you, despite the promise made in your above 
quoted letter. 

Please expedite the matter. 

Copy of letter No. 6497 dated 22nd June, 1962 from MIS. J. S. Cohen 
and Company, Calcutta to The Iron & Steel Control2er, 33. Netaji 
Subhas Road, Calcutta. ! I 

R~~: - -Bar te r  deal involving export of 7,500 tons of Billets and Import 
of finished steel materials-Submission of Fresh Bank Guaran- 
tee. I 

Referring to your letter No. CP/JSC/38/60/306 dated 23rd March, 
1962 we beg to inform you that from our record it appears that total 
value of our export of Billets has already exceeded the value of 
the respective Import Licence. 

We are shortly submitting the full particulars along with Bank's 
certificate in this connection. You will, therefore appreciate that 
the question of submission of a fresh Guarantee is no longer appli- 
cable. 



Copy of letter No. CPlJSCB8/6W824 dated 23rd July 1962 from 
Iron & Steel Controller, Calcutta to Mls. J .  S. Cohen and Co., &A, 
Sudder Street,, Calcutta-16. 

SUB:-Barter deal involving e w t  of Billets (HSL) and import of 
Finished Steel materials-Furnishing of Bank Guarantee/Bank 
Statement.' I 

With reference to your letter No. 6597 of 5th July, 1962 on the 
above subject, i t  is stated that the Bank Statement furnished bv you 
is not as per the Proforma prescribed by this office. This particular 
barter deal was concluded for export of 7,500 tons of Billets (HSL) 
against import of Finished Steel whereas in the Bank Statement you 
have shown export of 11,871.834 M/tons of Billets and 1372.050 M/ 
tons of Slabs. It is also observed that foreign exchange proceeds 
of the bills in respect of exports have been negotiated by 3j4 Banks 
whereas the statement has been certified by the Punjab National 
Bank Ltd. only. For your future guidance please note that Bank 
Statements should be prepared strictly as per the Proforma pres- 
cribed by this office and the Statements should be certified by the 
particular Bank or Banks by whom bills were negotiated. 

You are once again requested to please replace within 7 days 
from date the Bank Guarantee No. L/G 751161 of 27th June, 1961, 
for Rs. 2,26,434 validity of which expired on 1st January, 1962 by a 
fresh Bank Guarantee for the same amount on Rs. 10 non-judicial 
stamp paper as requested in this office letter No. CP/JSC/38/60/128 
dated 15th February, 1962. 

Copy of letter No. CP/JSC/B8/60/890 dated 20th August, 1 x 2  from 
Iron & Steel Controller, Calcutta to M / s .  J .  S. Cohen & Co., Cal- 
cutta-16. 

SUB: -Barter deal involving. export of Billets (H.S.L.) and import of 
finished steel materials-furnishing of Bank Guarantee/Bank 
statement. 

It  is very much regretted that you have neither replied to this 
office letter No. CP/ISC/1381/60/824 on 23rd July, 1962 nor submitted 
the fresh Bank Guarantee as  requested therein. 

You are once again requested to replace within 7 davs from date 
the Bank Guarantee Nn. L/G 731 161 of 27th June 1%l for Rs. 2,26,434 
validity of which expired on 1st January 1962 by a fresh one for the 
same amount on Rs. 10 non-judicial stamp paper as requested in this 
office above quoted letter. Failure to submit fresh Bank Guarantee 
will entail suspension af business with you which please note. 



Copy of letter No. CP/JSC/38/60/930 dated 10th Septem'ber 1962 
from Iron & Steel Controller, Calcutta to MIS. J. S. Cohen & Co., 
CahCta-16: I 

SUB: -Barter deal involving eatport of Billets (HSL) and import of 
finished steel materials-furnishing of Bank Guarantee. 

Please refer to the correspondence resting with this office Letter 
No. CP/JSC/38/60/'890 dated 20th August 1%2 on the above subject. 

Reverting to your letter No. 6497 dated 22nd June, 1962 it is 
stated that as per information since received from Hindustan Steel 
Ltd. Calcutta, a quantity of 700 M/Tons of billets is found to have 
s o  far been exported against the barter deal in question. Hence 
11871 M/Tons billets which you claim to have so far exported 
apparently relate to some other transaction. You may check up the 
position at your end, if necessary by a reference to Hmdustan Steel 
Ltd., Calcutta. Since this office is concerned with the barter tran- 
saction, only, it is imperative that you should furnish the Bank 
Guarantee as called for in this office above mentioned letter of 
20th August 1962 by 15th of this month at the latest failing which 
this office would be compelled to take such steps as may be deemed 
fit in the matter, without further reference to you. This may be 
accorded top priority. 

Copy to: - 

1. S.I.C. Br. for information and necessary action with re- - 
. ference to letter No. ~P/JSC/38/6d/122 dated 15th Feb- 
1m. I 

2. Industries Section for information with refere?ce to letter 
No. CP/JSC/3W60/126 dated 15th Febrcary. 1962. 

Copg of letter No. CP/JSC/38/60/965 dated 21st Septem'ber 1962 from 
the Iron & Steel Controller. Cnlcutta-1 to M j s .  J. S. Cohen & 
Co., Calcutta-16. . 

SUB:-Barter deal involving export of Billets (HSL) and import of 
finished steel materials-furnishing of Bank Guarantee. 

In regard to the above, we have not as yet received the Bank 
Guarantee as called for in this office letter No. CP/JSC/38/W890 
dated 20th August 1962 despite this office reminder No. CP/JSC/38/ 
60/930 of 10th September 1962. We therefore feel that we would be 
compelled to take further steps in the matter. However, you are here- 
'by given the last opportunity to furnish the required Bank Guarantee 



for Rs. 2,26,434 by 29th September 1962 at the latest. You will 
appreciate that this extension of time for submitting the Guarantee 
has been allowed ex gratia although we could proceed straightway 
on the lines indicated in this office above mentioned letter dated 
10th September, 1962. 

Copy of letter No. CP/JSC/38/60/1018 dated 5th October, 1962 from 
the Iron & Steel Controller, Calcutta to M/s. J. S. Cohen & 
Company, Calcutta. 

SUB:-Barter deal involving export of billets and imports of finished 
steel materials. 

Please refer to the correspondence resting with this Ofice letter 
No. CP/JSO/38/60/965 dated 21st September 1962, it is highly sur- 
prising to find that you have not yet furnished the Bank Guarantee 
in question despite repeated reminders. The matter has become 
serious and we can hardly afford to take a complacent view of it. 
As per our books foreign exchange to the tune of Rs. 29,39,000 is due 
to be earned and you should have furnished the Bank Guarantee 
forthwith which you are honour bound to do. 

In any case you are honour bound to earn the foreign exchange 
and you should, we .feel, arrange export of finished steel on cash 
basis in  terms of public notice published in the Government of India 

. Gazette dated 29th September 1962 (Part I11 Sec. I). Please confirm 
that you would avail yourself of this opportunity of earning foreign 
exchange and fulfil the long standing obligation to Government in 
respect of the Billets barter in question. 

Please put up concrete proposals in this regard within 15 days 
hereof. 

Copy of letter No. CP/JSC/3W60/82 dated 8th February 1963 from 
the Iron & Steel, Controller, Calcutta to MIS. J. S .  Cohen & 
Company, Calcutta. 

Sm:-Barter deal involving export of Billets and import of finished 
steel materials-Earning of foreign exchange. 

It  is surprising that you have neither replied to this office letter 
No. CP/JSC/3W60/1018 dated 5th October 1962 nor submitted any 
proposal as requested therein. You are once again requested to  
avail yourselves of the opportunity of earning foreign exchange and. 
fulfil the long outstanding obligation to Government in respect of 
the Billet barter deal in question in terms of this offlce letter men- 
tioned above. 



Copy of letter No. CP/JSC/38/60/696 dated 25th July 1963 from 
the Iron & Steel Controller, Calcutta to M/s. J. S. Cohen & 
Company, Calcutta. 

Sm:-Burter deal involving import of finished steel against export 
of Semis of Hindustan Steel Ltd. 

Please refer to this ofice letter No. CFV~~C/38/60/1018 of 5th 
October 1962 and subsequent reminders thereto on the subject. This 
office have been every now and then, reminding you of your long 
outstanding to Government in the matter of earning of foreign ex- 
change which you have already spent for import of finished steel 
on pre-import basis. You do not seem to have made earnest efforts 
for earning foreign exchange by export of finished steel in terms of 
the Public Notice published in the Gazette of India dated 29th S e p  
tember 1962. If some of the firms have succeeded in effecting ex- 
port of finished steel, it is not understood why i t  should not be  
possible For you also to do the same. It  is needless to add that 
Government can hardly take a complacent view of the situation. It 
is expected that you would do the needful without further delay. 
Please reply within 10 days from date along with your concrete pro- 
posal for export. 

Copy of letter No. Nil dated 29th July 1963 from M / s .  J. S. Cohen 
and Company, C a h t t u  to The Iron & Steel Controller, Cal- 
cutta.' 

SUB:-Barter deal involving import of finished steel against e m  
of Semis of Hindustan Steel Ltd. 

We have for acknowledgement your letter No. CP/JSC/3W60/690 
dated 24125th July, 1963 and would like to inform you that our 
Mr. A. K. Palit is now on business tour to South East Asian coun- 
tries. He is expected back by the middle of August when further 
action in this matter will be taken by Mr. Palit. 

Copy of letter No. CP/JSC/38/60/783, dated 24th August, 1963 from 
the Iron & Steel Controlle~, Calcutta to M/s. J. S. Cohen & Co., 
Calcutta. 

SUB: -Barter deal involving import of finished steel against export 
of Semis of Hindustan Steel Ltd. 

REF:-Your letter No. Nill of 29th July, 1963. 

You have stated in your above quoted letter that necessary 
action in the matter would be taken as soon as Mr. Palit of your 



.office would return from tour-But, although Mr. Palit has returned 
sometime back, nothing further has bean h e a ~ d  from you on the 
subject. You should furnish your concrete proposal regarding earn- 
ing of foreign exchange immediately as your pre-import barter deal 
can  hardly be allowed to remain unfulfilled sine-die. This may 
please be accorded top priority. 

"Without Prejudice" 

Copy of letter No. 2401, dated 10th September, 1963 from MIS. J. S.  
Cohen and Company, Calcutta to the Iron and Steel Controller, 
Culcutta. 

SUB:-Barter deal involving import of finished steel against export 
of Semis of Hindustan Steel Limited. 

Kindly refer to correspondence resting with your letter No. 
CP/JSC/38/60/783, dated 24th/26th August, 1963. 

With regard to our commitments for export of Billets. We beg 
to draw your attention to the fact that although we obtained orders 
for export of total quantity of Billets against the relative Contract, 
orders could not be executed as export of Billets was banned by your 
office. It is, therefore, obvious that export of balance quantity 
did not materialise due to no fault of ours. 

We would further like to point out that agaimt other contracts, 
we exported substantial quantity of Billets and other categories 
against both Rupee payment5 and DollarlSterling payments. Bank- 
ers' Certificates in this respect were also submitted to you. Unfortu- 
nately. earnings of foreign exchange for these expmts were not 
taken into account on the ground that these earnings refer to other 
contracts. 

On the other hand. we understand that in respect of another party 
even exports to Palustan against Rupee payment were taken into 
account. We, therefore, fail to understand why in our case the 
same principle should not be applicable. 

We shall be obliged if you will kindly furnish us with your com- 
ments on the subject, meanwhile we can assure you that we are 
endeavouring our best to export further quantity of Iron and Steel 
materials on the basis nf existing policies laid down by your office. 



APPENDIX XXXVI 

(Vide para 4.81 of this Report) 

Reply to a post evidence point regarding issue of CCPs & import 
licences. 

Point: On 8th November, 1961, the Steel Controller wsrnerl 
Mls. Aminchand Pyarelal that no Cus tms  Clearance Permit or 
import licence would be issued in their favour. Please state whe- 
ther any Customs Clearance Permit or import licence was issued to 
them aff.er this date and if so, give details thereof together with 
reasons. 

Reply: Letter dated 8th November, 1961, was issued to Mls. Amin- 
chand Pyarelal giving them warning that no import licence or Cus- 
toms Clearance Permit would be issued in their favour if no fresh 
bank guarantee were given. This warning, however, was not en- 
forced and Customs Clearance PerrnitslImport Licences were conti- 
nued to be issued for the following reasons:- 

1. On 28th December, 1961, the firm wanted extension of time 
for submission of bank guarantees upto 20th January. 1962 
as the bankers said that they would give the bank guaran- 
tees by this date. This request was acceded to by the . 
Controller. The reason for the bankers' inability to fur- 
nish the bank guarantees as stated by them was due to 
half yearly closing. 

2. On 24th January, 1962, instead of furnishing the bank 
guarantees by 20th January, 1962 as promised by them 
they stated that bankers were not agreeable to give any 
bank guarantee unless export contract was made. The 
firm further stated that this could not be done since they 
were not able to get the material from Hindustan Steel 
Ltd. In view of Hindustan Steel Ltd.'s failure to give 
them the material they requested for lifting the ban on 
the issue of Customs Clearance Permits, etc. 

3. It was then decided by Controller that if it was due to 
failure of Hindustan Steel LM. to supply the materials, a 
lenient view should be taken. The matter was then 
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taken up with Hindustan Steel Ltd. and the warning re- 
garding non-issue of Customs Clearance Permits etc. was 
not actually enforced. The question of export obligation 
of the firm was, however, pursued which eventually led 
to the issue of 'show cause' notice. 



(Vide para 4.85 of this Report) 
Statemenr shou.ing fhe break-up of Hindustan Steel Ltd. claimr on Aminchand Group and others. 

- - -- --- - 
Amount of Hindustan Steel Ltd.'s Claims 

S1. Con- Name of the Party Material Difference be- Ground Rent Shifting and Misc. charges Interest Total 
No. tract tween Crane Hire 

No. Contract Price charges. 
& Disposal 

Price 

I 7 MIS. Xmin Chand I'ayarelal Tested 1,043,379'40 21,500'97 13,221'0~ 22,827'70 478,706'37 1,579,635'46 
Steel Slab O w 

2 8 hiis. Apeejay Private Tested 199,424' 19 1,330'23 1,324'45 2,537'30 17,788'75 232,404.92 
Limited. Steel 

Ingots 

3 28 Mis. Kam Krishan Slabs tt 1,915,508'28 69,126.43 227,295'34 248,304'84 1,070,246.02 3,530,480'91 
Kulwant Kai Ingots 

from Stock 

4 29 M;s. Surrendra Ingots 586,982.56 11,489. I I 5,310.08 12,682-50 155,171'71 771,635'96 
Ovsrscas Ltd. from Stock 



APPENDIX XXXVIII 

(Vide para 4.101 of this Report) 

Copies of Show Cause Notices issued by  Iron & Steel Controller to 
the firps 

GOVERNMEN+ 'OF INDIA 
MINISTRY OF STEEL, MINES AND HEAVY ENGG. 

(Department of Iron and Steel) 
Iron and Steel Control, 
33, Netaji Subhas Road, 

Calcutta. 
Dated 18121-4-1964. No. CPIRKK\32J60111/409 

MIS. Ram Krishan Kulwant Rai, 
33, Netaji Subhas Road, 

Calcutta. 
Whereas M/s. Ram Krishan Kulwant Rai, 33, Netaji Subhas Road, 

Calcutta-1, were granted a sanction for the export of Slabs, Ingots 
and Blooms in exchange of import of steel materials on pre-import 
basis as per the Iron & Steel Controller's letter No. C/RKK/ (32)60 
of 5-5-1960, 

and 
.Whereas pre-import was allowed by Iron and Steel Contr. as per 

Clause 'C' of Iron & Steel Controller's letter No. CIRKKI (32)60 of 
5-5-60 at MIS. Ramkrishan Kulwant Rai's furnishing Bank Guarantee 
under their letter No. TI25 of 1-6-60, 
1 and 

Whereas MIS. Ramkrishan Kulwant Rai's Calcutta have not yet 
been able to earn the foreign exchange to cover the pre-import 
already made by them as required under the contract. Now, there- 
fore, M/s. Ramkrishan Kulwant Rai, Calcutta have failed to comply 
with the orders of the Iron and Steel Controller, by not earning the 
requisite amount of foreign exchange and are therefore called upon 
to explain why action should not be taken against them for failure 
to comply with the order of the Iron & Steel Controller. Mls. Ram- 
krishan Kulwant Rai are, therefore, required to 'show cause' within 
ten days from the receipt of this letter as to why suitable action 
should not be taken against them. 

SdJ-  S. C. MUKHERJEE, 
Iron and Steel Controller. 



Iron and Steel Control, 
33, Netaji Subhas Road,. 

Calcutta' 

No. CPIS0165j60/413. Dated, the 18121-4-64. 

Messrs. Surrendra Overseas Ltd., 
135, Canning St., Calcutta. 

Whereas MIS. Surrendra Overseas Ltd., were granted sanction 
for the  export of billets in exchange of import of steel materials on 
pre-import basis, 

I and 

Whereas pre-import was allowed by Iron & Steel Controller on 
the basis that foreign exchange would have to be earned by way of 
export of billets to cover the pre-import, vide Iron & Steel Control- 
ler's letter No. C P /  SO/65'601694 of 24-25\7163 and acknowledgment 
thereof by M/s. Surrendra Overseas Ltd., vide letter No. SOLiSECl 
BartlS1emis dt. 9-8-63. Now, therefore, Mls. Surrendra Overseas 
Ltd., have failed to comply with the orders of the Iron & Steel Con- 
troller by not earning the requisite amount of foreign exchange 
and are, therefore, called upon to explain why action should not be 
taken against them for failure to comply with the order of the Iron 
L Steel Controller. MIS. Surrendra Overseas Ltd., are therefore 
required to show cause within 10 days from the receipt of this letter 
as to why suitable action should not be taken against them. 

Sdl- S. C. MUKHERJEE, 
Iron and Steel Controller.. 



No. CPISO 1651 60 1412. 

Iron and Steel Control, 
33, Netaji Subhas Road, 

Calcutta. 

Dated, the 18121-3-64. 

Messrs. Surrendra Overseas Ltd., 
135, Canning St., 

Calcutta. 

Whereas M 1 s. Surrendra Overseas Ltd., were granted sanction 
for the export of Ingots in exchange of import of steel materials on 
pre-import basis. 

l and 

Whereas pre-import was allowed by Iron & Steel Controller on 
the basis that foreign exchange would have to be earned by way of 
export of Ingots to cover the pre-import. vide Iron & Steel Control- 
ler's letter No. CP1 SO165 1601 694 of 24-25] 7 (63 and acknowledgment 
thereof by MIS. Scurrendra Overseas Ltd., vide letter No. SOLlSEC! 
Bart 1 Semis dt. 9-8-63. Now, therefore, M 1s. Surrendra Overseas 
Ltd., have failed to comply with the orders of the Iron & Steel Con- 
troller by not earning the requisite amount of foreign exchange 
and are, therefore, called upon to explain why action should not be 
taken against them for failure to comply with the order of the Iron 
% $tee1 Controller. MIS. Surrendra Overseas Ltd., are therefore 
required to show cause within 10 days from the receipt of this letter 
as to why suitable action should not be taken against them. 

Sdl- S. C. MUKHEFLTEE, 
Iron and Steel Controller. 



3kIINISTXY OF STEEL, MINES AND HEAVY ENGG. 
.(Depiutment of Iron and Steel) 

Iron and Steel Control, 
33, Netaji Subhas Road, 

Calcutta 

Dated the 6112-4-1964 No. CP/KR/33/60/406 
M/s. Khemchand Rajkumar, 
33, Netaji Subhas Road, 

Gdcutta-1. 
Whereas MIS. Khemchand Rajkumar, 33, Netaji Subhas Roa& 

Calcutta-1, were granted a sanction for the export of billets in 
exchange of import of steel materials on pre-import basis as per 
the Iron & Steel Controller's letter No. CIKR133160, dated 23rd 
March, 1960, 
I I and 

m e r e a s  pre-import was allowed by Iron & Steel Controller as 
per Clause 'C' of Iron & Steel Controller's letter No. CIKR!33(60, 
dated 23rd March, 1960 at MIS. Khernchand Rajkumar's furnishing 
a Bank Guarantee under their letter No. 33582 : 60 : GCG : PC 
dated 30th August, 1960, 

. I  1 and 
Whereas MIS. Khanchand R a j h a r ,  Calcutta have not yet been 

able to earn the foreign exchange to cover the pre-import already 
made by them as required under the contract. 

Now, therefore, MIS. Khemchand Rajkumar, Calcutta have failed 
to comply with the orders of the Iron and Steel Controller by not 
earning the requisite amount of foreign exchange and are, therefore, 
called upon to explain why action should mot be taken against them 
for failure to  comply with the order of the Iron % Steel Controller. 
MIS. Khemchand Rajkumar are, therefore, required to 'show cause* 
- W n  Ill days from the receipt of this letter as to why suitable 
action s h a d  not be taken against them. 



GOVERN~~~ENT O F  rm 
MINISTRY OF STEZL, MINES AND HEAVY ENGG. 

(Dapart~nent of Iron & Steel) 
Iron and Steel Control, 

33, Netaji Subhas Road, 
Calcutta-1. 

No. CPJAPj351601II)410. Dated, the 1 8 4 1 M .  
M/s. Amin Chand Payarelal, 

135, Canning Street, 
Calcutta. 

Whereas M/s. Amin Chand Payarelal, 135-Canning Street, Cal- 
cutta-l, were granted a sanction for the export of Slabs in exchange 
of import of steel materials on pre-import basis as per the Iron & 
Steel Controller's letter No. CPIAP/ (35) 160, of 19th March, 1960, 

I L and 
Whereas pre-import was allowed by Iron and Steel Controller 

as per Clause 'C' of Iron & Steel Controller's letter No. CPIAP! (35) I 
60, of 19th March, 1960, at  M/s. Amin Chand Payarelal's furnishing 
Bank Guarantees under their letter Nos. IMPIACPIBR14l of 21st June, 
1960 and IMPIACPIBR14 of 22nd June, 1960. 

and 
Whereas MIS. Arnin Chand Payarelal's Calcutta have not 

yet been able to earn the foreign exchange to cover the pre-import 
already made by them as required under the contract. Now, there- 
fore, MIS. Amin Chand Payarelal, Calcutta have failed to comply 
with the orders of the Iron and Steel Controller by not earning the 
retpisite amount of foreign exchange and are therefore called upon 
to explain why action should not be taken against them for failure 
to comply with the order of the Iron and Steel Controller. Mls. Amin 
Chand Payarelal, are, therefore, required to 'show cause' within ten 
days from the receipt of this letter as to why suitable action should 
not be taken against them. 

Sd.1- S. C. MUKHEFUEE, . 
Em Steel Controlh. 



MINISTRY OF STEEZ, MINES & HEAVY ENGG. 
(Department of Iron & Steel) 

Iron and Steel Control, 
33, Netaji Subhas Road, 

Calcutta 
No. CPIAP1351601Ilj411. Dated, the 18-4-1984 
M/s. Amin Chand Payarelal, 

135, Canning Street, 
Calcutta. 

Wheras MIS. Amin Chand Payarelal, 135, Canning Street, CaL 
cutta-1, were granted a sanction for the export of billets in exchanga 
of import of steel materials on pre-import basis as per the Iron & 
Steel Controller's letter No. S/AP (35) /60 of 8-3-1960. 

and 

Whereas pre-import was allowed by Iron and Steel Controller 
as per Clause 'C' of Iron gi Steel Controller's letter No. C/AP/(35) / 
60 of 8-3-1960 at M/s. Amin Chand Payareld's f~ - 7  ishing Bank Gd- 
rantees under their letter No. ACP/BR/3 of 23-5-196n 

and 

Whereas f l s .  Amin Chand Payarelal. Calcutta have not pet been 
able to earn the foreign exchange to cover the pre-import already 
made by them as required under the contract. Now, therefore, Mfa. 
Amin Chand Payarelal, Calcutta have failed to comply with tbe 
orders of the Iron & Steel Controller by not earning the r e q u i s b  
amount of foreign exchange and are therefore called upon t o  ex- 
plain why action should not be taken against them for failure to 
comply with the order of the Iron & Steel Controller. MIS. Amin 
Chand Payarelal, are, therefore, required to 'show cr::rd' within tdn 
days from the receipt of this letter as to whv suitabie action s h o w  
not be taken against them. 

Sd/- S. C. MUKHERJEE, 
iron and Steel Controller. 



MINISTRY OF STEEL, MINES & HEAVY ENGG. 
(Department of Iron apd Steel) 

1 Iron & Steel Control, 
33, Netaji Subhas Road, 

Calcutta-1. 
NO. CP/JSC/ (38) /60/407. Dated, the 18-41964. 

Yls. J. S. Cohen & Co., 
6A-Sudder Street, 
Calcutta. 

Whereas.Mls. J. S. Cohen & Co. 6A-Sudder Street, Calcutta-16 
r e r e  granted a sanction for the export of billets in exchange of im- 
port of steel materials on pre-import basis as per the Iron & Steel 
Cantroller's letter No. PIE132 of 10-2-1960, 

and 

Whereas pre-import was allowed by Iron & Steel Controller as 
per Clause 'D' of Iron & Steel Controller's letter No. PIE132 of 
10-3-1960 at MIS. J. S. Cohen & Co.'s furnishing Bank GUQ- antees 
under their letter No. 5108 of 9-2-1960 & No. 6622 of 27-4-1960. 

and 

Whereas MIS. J. S. Cohen & Co's Calcutta have not yet been able 
60 earn the foreign exchange to cover the pre-import already made 
.by them as required under the contract. Now, therefore, Mls. J. S. 
Cohen & Co. Calcutta have failed to comply with the orders of the 

-Iron & Steel Controller by not earning the requisite amount of 
foreign exchange and are therefore called upon t~ explain why ac- 
tion should not be taken against them for failure to comply with 
the order of the Iron & Steel Controller. Mls. J. S. Cohen and Co. 
are. therefore, required to 'show cause' within ten days from the 
receipt of this letter as to why suitable action should not be taken 
against them. 

Sd/- S. C. MUKHERJEE, 
Iron and Steel Controller. 



(Vide para 4.121 of thio Report) 
'P9 

Names of thefirms in the Amm Chad Pymelal group daing steel bujinerr) -- 
Established 

I. Aminchand Pyarela1 . . 1910 

2. Surrendra Overseas Ltd. . 1948 

3. Surrendra (Overseas) Private Limited.! . 1948 

4. Associated Wires Conductors Co. Private Ltd. Jullundur 
City . Not availabk 

5. Apeejay Private Limited Kumhari (Re-rolling Mill) 1959 

6. Apeejay Structurals Ltd. Calcutta. . -. 1962 

7. Apeejay Steel Castings Co. (P) Ltd. Jullundur City. . Not availabk 

8. Steelcrete Private Limited. Do. 

9. Steel Rolling Mills of Hindustan, Calcutta. 1963 

10. Kashmir Cremeics Ltd. J&k. . , . . . 
I I. Oriental Spoon, Pipe & Co. New Delhi. - 

12. Aeron Steel Rolling Mills, Jullundur. 

13. Aeron Steel Rolling Mills , Bombay . - 

14. International Sanitary Engineers, New Delhi. . 
15. India Engineering Works, Calcutta. . 

16. Metal Import, Calcutta. ' . 
17. Aminchand Payarclal Ltd. . 
18. Surrendra Engineering Works (Rolling Mills) . . 
19. Apeejay Private Ltd. Calcutta. . 

Not available 

Do. 

Do. 

Do. 

20. Aminchand Pyare La1 Tin Container Unit. Do. 

21.  Apeeiay Stet1 Works, Jammu. Do. 

311 



APPENDIX XL 

(Vide Para 4.122 of this Report) 

Lirt of Associate firms of (I) MIS. Khem Chand Rat Kumar, and (z)M/s. 
. Ram Krishan Kulwant Rai. 

r ' MIS. Khem Chand Rajkumar, A~sociat~ firms 
33, Netaji Subash Road, 
Calcutta-n . 

I. M/s. Bombay Steel Roiling 
Mills Ltd., Calcutta. 

2. M/s. Rajkumar Lines, Ltd. 
Calcutta. 

3. M/s. Electrolytic Tinplates 
Ltd. Bombay. 

4. MIS. Rajkurnar (India) Ltd., 
Calcutta.. 

5.  Mls. P.V. Corporation (Pri- 
vate) Ltd., Calcutta. 

6. MIS. Steel Mills of India 
(Private) Ltd., Calcutta. 

2 M/s. Ram Krishan Kuiwant Assocrurc firms 
Rai, 13, Netaji Subhas Road, I .  M/s. Allied Finance (P) Ltd. 
Calcutta. 2. MIS. Kulwant Rai & Sons (P) 

Ltd. 
3. M/3. Kulwant Ra! & Sons. 

Our Senior Partner Mr. Kul- 
want Rai is a Director in the 
following organisations. 

I. MIS. Indian Telephone Indus- 
tries, Ltd. 

a. MIS. Usha Spinning& Weaving 
Mills. .Ltd. 

3. MIS. Usha Forgings & Stamp- 
ings Ltd. 

4. MIS. Usha Rectifiers Corpora- 
tion of India Ltd. 

5 .  Mjs- Ram Krishan K u b m  
Rai Industries (P) Ltd. 

6. Mjs. Usha Hour & General 
Mills Ltd. 



A P P W L X  XW 
(Vide para 4.1'29 of this Report) 

COPY 

D.O. No. PIE/4 September 8/9, 19%. 

Dear Shri Ramanathan, 

This is in connection with the barter deal sanctioned in favour of 
Metal Import (Private) Ltd., for the import of M.S. Plates against 
export ~f 20,000 tons of Pig Imn. 

The firm desires to import the plates before exporting pig iron by 
submitting a Bank Guarantee for 20 per cent of the value of the 
deal. This procedure of importing steel materials before export of 
the materials to be bartered for has already been approved by the 
Ministry in connection with the barter transactions involving export 
of Steel Scrap. I shall be grateful for your immediate instructions 
as to whether the same procedure can be made applicable to the 
barter deals involving export of Pig Iron. 

Meanwhile the firm has already shipped some steel plates (about 
1000 tons out of a to!ril quantity o f  8500 tons). On the :.sumption 
that the procedure about import prior to export by g~ving a Bank 
Guarantee for 20 per cent of the C.I.F. value of the deal would be 
applicable to this particular deal, we have, as a very special case, 
and after giving a warning to the firm, issued a C C.P. for this 
material in order to avoid any dcmurmge. The import licence, how- 
ever, has not h e n  amended to enable them to remit foreign eschange 
betore export of pig iron. 

Another point which has been raised in this connection is whe- 
ther the firm will be entitled to any remuneration on this barter 
transaction. In case of barter deals involving esport of Steel Scrap, 
we are treating the imports as commercial and allowlng a remunera- 
tion of 4 per cent for supplies ex-Getty and 7) per cent ex-Godown in 
accordance with the Public Notice of 1952. It  may be mentioned in 
this connection that unlike in the case of Steel Scrap barters, the 
firm is likely to mdke some profit in the export deal. In case of 
3 t e l  Scrap barters, generally speaking, the export entails some loss 
t o  the party and €his they usually make up on the import prices 
and also on the remunerat i~f< allowed to them on imports. In Pig 



iron, however, w e  have reason to believe that the k n a  has &u&.Ur 
sold the pig iron at a price higher than what was sanctioned by us, 
In fact they have already made a proposal for the impart of some 
industrial scrap against the surplus foreign exchange they hope t s  
earn on the export of Pig Iron. We have turned down this proposal 
and have asked them to specify exactly the amount of surplus 
foreign exchange they are likely to earn on the export of 20,O(N) tons 
of Pig Iron. Taking this factor into consideration, we should not 
perhaps allow them any remuneration. on the impcult. In quoting, 
their C.LF. price the firm might have themselves kept a margin fo r  
their remuneration. For the present, therefore, it is suggested that 
we may not allow any remuneration. If, however, the firm repre- 
sents with some justiikation for allorwing remuneration, we. might 
re-consider. 

I shall be grateful for your instructions In the matter. 

Yotas sincerely, 
5id.L- S C. M-RJEE, 

Shri G. Ramamthan, I.A.S., 
Dy. Secy. to the Govt. of India, 
Ministry of Steel, Mines and Fuel, 
Department of Iron and Steel, 
New Delhi. 



APPENDIX XLZI 
8 

(Vide para 4.131 of this Report) 

Reply to a p d  evidence point regarding cases in which imports- 
made by parties without valid import licences. 

Point.-It transpired during the evidence that M/s. Metal Import 
Private Ltd. imported some steel plates against export of pig iron 
without a valid pre-import licence. The Iron and Steel Controller 
issued a C.C.P. for this material as a special case after giving a 
warning to the firm. Details of other cases if any in which similar 
facility has been extended by the Controlle~ may please be furnished. 

Answer.-Iron and Steel Controller has furnished details for the 
undermentioned six cases readily available. He has stated that there 
may be a few more similar cases which could be traced onlv after 
further search. 

A barter import licence No. SIC (ILIDJBRI 1201.41, dated 9th July, 
1959 for import of 8500 tons of M.S. Plates with a C.I.F. value of 
Rs. 42,24,000 was issued in favour of M/s. Metal Import (P) Ltd., 
Calcutta with the following foreign exchange stipulation: 

"This licepce is utilised only against equivalent amount of 
foreign exchange earned against export of 20,000 tons of 
Pig Iron value not exceeding Rs. 42,24,000 F.O.B. at the 
rate of Rs. 211.2 per ton F.O.B. Calcutta/Bombay." 

The firm imported 964.88 tons of Plates prior to export of Pig 
Iron. The shipment was effected on 20th July 1956 against the above 
import licence issued on 9th July, 1959. Hence this import was 
covered by the ljcence but the firm did not comply with terms and 
conditions of the Import licence and import was made prior to ex- 
port of Pig Iron. C.C.P. for this quantity was issued with a warning 
as a special case. Later on the foreign exchange stipulation in the 
Import Licence was amended to read as follows:- 

"Foreign exchange against this licence is adjustable against 
L.C. No. R-316852 already opened by the buyer M/s. T. 
Ymamamota Co. Ltd., Tokyo, in favour of the licensee 
representing value of the exportable pig iron." 

Import prior to export against this licence was permitted against 
foreign exchange adjustable against L.C. already opened by the 



'buyer in favour of the licensee and as such subsequent shipmen? 
against the above licence were considered as regular shipments and 
C.C.Ps. were issued as and when appl id .  

(2) A barter import licence No. SIC]ILIBRID110011146, dated 7th 
August, 1961 for import of 4081.39 M/Tons of B.P. Sheets Not Rolled 
and Cold Rolled Sheets with a C.I.F. value of Rs. 28,79,828 was i s s u d  
in favour of M/s. Ramkrishan Kulwant Rai, Calcutta with following 
foreign exchange stipulation: 

"Foreign Exchange will be adjusted against the foreign ex- 
change to  be earned by the export of pig iron-Remit- 
tances will not be permitted to be made till export." 

The Shipment of the following consignments were effected on 
10th June, 1961 and 30th June, 1961, i.e. prior to issue of the above 
import licences: 

(1) 2949.183 M/Tons of B.P. Sheets, value a t  Rs. 20,80,943. 

(2) 1050.817 M/Tons B.P. Sheets Cold Rolled valued a t  
Rs. 7,41,457. 

(3) 81.3 M/Tons cold Rolled Steel Sheets valued at Rs. 57,432. 

To regularise the above shipments against Barter Sanction Im- 
port Licrnce has been issued as per Controller's Order and there- 
after C.C Ps were issued for the above mentioned consignments. 

(3) The following Barter Import- Licences were issued to State 
Trad ng  Corporation of India Ltd., New Delhi with L/A to 
M/s. Aminchand Pyarelal, 135. Canning Street, Calcutta with the 
condition thai foreign cxchange against these licences is adjustable 
against foreign exchange earned by export of Manganese Ore: - 

I Z  No. & date Materials Qty. in C.I.F. 
M/Tons Value in 

(W 

I SICIBRIDIIOOI 136 Drum sheets Cold 
dt. 8-3-61 Rolled . 1305 '479 - 1 1 ,&,400 

. t 
1 f 

2 DO. 137 dt. 8-2-61 M. S. Cold Ro led 
Sheets Deep Drawing 508.727 4,31,ooo 

3 Do. 138 dt. 8-2-61 Do. 536 -91 477,620 



Shipment of all consignments relating to the above Import 
Licences were effected on 6th November, 1960, 3rd November, 1960, 
23rd November, 1960, 28th . November, . 1960, i.e. prior to issue of the 
above Import Licences. 

Shipments of materials before issue of the above Import Licences 
were condoned by Controller. 

(4) Railway Board applied on 1st JLUW, 1965 'and ;they were 
asked to intima* the foreign exchange sanction before the import 
licence could be issued. Foreign exchange sanction was intimated 
by the Railway Board on 31st August, 1965. In view of ban on issue 
of Import Licgces from the Ministry the case was kept pending. 
After the ban was lifted the Import Licence was prepared on 10th 
September, 1965. In the meantime Railway Board i ~ f r ; r ~ .  .'. "lis 
office that the material against the contract has already arrived at 
Madras Port pnor to issue of the Import Licence. This was con- 
doned by Controller as a special case and the Import Licence No. G/  
T.G18212784(CIXX121181C121-2216614, dated 10th September, 1965 for 
Steel Wheels valued at Rs. 1,45,267 was issued on 23rd September, 
1965 and the Ministry of Steel and Mines (Deptt. of Iron and Steel) 
was informed of this case on 30th September. 1965. 

(5) M/s. Apeejay Private Ltd.. Calcutta imported two consign- 
ments of M.S. Sheets for C I.F. values of Rs. 2,15,684 and R: 73?.1GS 
at Calcutta without any licence. The consignments were cc~:iqi& red 
as unauthorised ~mport. However. on firm's underi,ta?g I r re- 
esport the entre'  consqpnents to the country of Orign, Iron and 
Steel Controller granted Clearance Permits (without Exchange Con- 
trol copies for remit tme)  for clearance from Port and stt~rage in 
their godown for onward $c+'xport. For execution of ye-ex-po~t 
suitable Bond was obtained. 

(6) M/s. Aminchand Pyarelal, Calcutta imported one cons]@- 
ment of M.S. Sheets for a C.I.F. value of &. 6,64,372 at Bombay 
without any licence. The consignment was considered as unautho- 
r k d .  However, on firm's undertaking for reexport the entire con- 
signment to the Country of Origin, the Iron and Steel Controller 
granted a clearance Permit (without any Exchange Control copy for 
remittance) for clearance from Port and storage in their godown for 
onward reexport. For execution of reexport suitable Bond was 
obtained. 



APPENDIX XLIII 
(Vi& para 4.153 of this &port) 

Reply to a post evidence point regarding grant of an industrial licence 
to M I S .  Khemchand Rajkumar in 1954. 

Point.-It transpired that M/s. Khemchand Rajkumar .were given 
a licence in 1954 to operate a Tinplate Plant at Calcutta. A note 
indicating the circumstances under which this permission was 
granted; why it was not regulated under the Industries (Develop- 
ment-Regulations) Act, 1951; when the unit actually went into pro- 
duction, may be furnished. 

A!nswe~.-M/s. K h q n c h a d  Ra jkumar, Calcutta submitted an 
application in August, 1954, to the Iron and Steel Controller, Calcutta, 
for permission under the Iron and Steel (Control), Order, 1941, for 
installing a Tinning Line for the manufacture of Tinplate from Black 
Plates. The Iron and Steel Controller, recommended the proposals 
to the Ministry. 

The proposals were examined in the Ministry. Among the 
attractive features of the proposals were; the low cost of the import- 
ed plant-Rupees one lakh only-and the short period in which the. 
unit would come into production, uiz. about five months. Production 
of Tinplate in India was then about @,OW tonnes per year,-all from 
MIS. The Tinplate Co. of India. Estimated demand for Tinplates, 
according to the Tariff Commission, was about 75,000 tonnes. The 
view taken at the time was that with the increased economic activity, 
the demand will actually be more. The schemes of M/s. Khemchand 
Rajkurnar was considered attractive because it would introduce anf 
element of competition and break the monopoly of the only Com- 
pany then in existence, viz. M/s. Tinplate Company of India Ltd. 
on these considerations. The Ministry approved the proposal in Sep- 
tember, 1954, stating that if the .firm were w e r e d  by the Industries 
Act, they should apply for a licence under that Act: otherwise for- 
mal permission under the rron and Steel (Control) Order might 
issue. Under Clause 3(a)(i) of the Industries (Development and 
Regulation) Act, 1951, the firm has to apply for a licence if they 
employ more than 50 persons. 

The relevant portion of th'e Act is quoted below:- 
'' 'Factory' m a n s  any premises including precincts thereof in. 

any part of' which a manufacturing pracesa is betng 



carried on or is ordinarily carried on-with the aid of 
power, provided that 50 or more workers are working 
or were working thereon on any day of the proceeding 
12 months." 

After obtaihing c&rmation 'f rorn M/s. Khernchand Raj kurnar 
that they were not employing more than 50 persons a sanction for 
darting the plant was issued in October, 1954, under Clause 11 (c) 
of the Iron and Steel (Control of Production and Distribution) Order, 
1941. From the Iron and Steel Controller's record it appears that 
'they started production in 1960. 



APPENDIX XLN 
(Vide para 4.160 of this Report) 

Casu in which undue benefit or concession were given to one or the other Associate f i rm of iMls ,4min Chand Payarelal as reported in various Centrui 
(Civil) Adi t  Reports and ~ecommcndarion.s of the l'uhlic Act-u14nts Committee thereon. 

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

Particulars of the 
Audit Report in 

which reported 
SL - Name of the firm involved Gist of the para included in the Audit P.A.C.'s recommendations 
NO. Para Audit Re- Report 

No. port for - - .  . .  - ~- 
h 

I 2 3 4 5 6 
- . . -- - .-. - - - ~ -- ~ -- 

1 55 1960 Mis Amin Chand Payarelal, The firms hi's Amin Chand Payarelal The Committee observed that it was a 
Jullunder City. were black ljsted by the Ministry of clear case of disregard of Govt. 

W.H.& S. during August-September, orders and deplored the manner in 
1954 with all its branches & associated which the case was handled. 

firms and all the Ministries were in- 
fmmed. A new Company, M/s Sur- I t  was further brought to the notice of 
rendn  Overseas (P) Ltd., Calcutta was P.A.C. that the main firm was 
floated at the end of 1954 on which the appointed by the I. & S.C. as con- 
Iron & Steel controller placed 52 con- trolled stockist of Iron and S t d  
tracls for the import of Steel elal~ted a t  f0.e.f. 4-5-55 after the ban was irn- 
Rs. 23 crores during Jtcne, 1955 to  Octo- posed by the Ministry of W.H. &S, 
her, 1956. Irregularities of serious na- The Committee was amazed to learn 
ture were noticed in these 52 contracts this and considered it was a fit case 
involving heavy losses to Govt. for investi@on further . f~ Bxation 

of respons~bihty for lrregularltier 
The Iron & Steel Controller placed ro revealed. 

further conttacts on the company, valued 
at Ks. 4.12 crores during November, (Para I30-I34 of 34th Report-1960-61) 
1956 to January, 1957 even after the 
issue of specific orden in October, 1956 
by the Ministry of Steel, Mines and Fuel 
baming ell business dealings with the 
firm and its associates. -- -- - . . . .  m 

2. 1 . .  . 



a 30 -- 1961 Surrendra Oveneas (P) Ltd., A conaact for import of 10.348 tons of Tke Commi#ee felt t b t  the 
,alcutta crossing sleepar bars from the Continent tiom had aot 'been dealt with irr the 

was placed on the firm on 26-10-56. The best interest of Govt and desired 
shipment could not be effected by the that the matter should be iwe&- 
firm within the stipulated date viz., June, gated funher with a view to 
1957 and applied for extension upto responsibility. 
March, 1958 which was not agreed to. 
The  contract was therefore cancelled (Para 155 of 42nd Report- 1961-62). 
without, however, enforcing the risk pur- 
chase clause of the contract, although in 
the mear. time the indenter had purchased 
a part of the supply direct from other 
sources due to urgency paying thereby 
Rs. 951- per ton more, resulting in extra 
expenditure of Rs. 7 - 6 0  lakhs. The  
cancelled contract was, however reinstat- 
ed, in January, 1958 at the original 
prlces with delivery date of 30-6-58 
without takmg into account the general 
fall in the prices of steel material in the 
Continental market, which were about 
Rs. 1501- per ton less resulting in an 
undue advantage of about Rs. 15 lakhs 
to the firm. 

Do. 

As the firm actually completed the supplies 
by March, 1959 iqstcad of 30-5-58 a sum 
of Rs. 6 .82  lakhs being the liquidated 
damages was claimed from the firm in 
February, 1960 which was not realised 
till thcn. 

Due to failure on the part of M:s Sur- The  Committee found it difficult to 
rendra Overseas (1'; I,td., ,.\rho were appreciate how such an obvious 
Indian agents of n forei,-n firm 'W which vision could have been omitted gg 
~upplicd Steel at loucr rs:c.s than other the contract by the Iron and Steel 
foreign firm 'A') to furnish relevant in- Controller which deprived Govt. of 
voiccs in time for claiming refund of the the rebate. 
ditfcrence between the two rates from (Paras 156-158 of 4 2 ~ d  Report-1961- 
firm 'A', Govt. had to suffer a loss of 62;. 
Rs.4,90,978. The Indian agents refuscd to 
make go-the loss on the ground that -- ----- --m7 





outstanding even after 5-6 years. The  
contracts provided for recovery of liqai- 
dated damages at 2% per month or a 
part thereof in the cases of delayed de- 
liveries but claims had been preferred 
only in 5 cases, involving a recovery of 
Rs. ro l a b s  which too remained out- 
standing. 

The records of Iron & Steel Control did 
1 not show that appropriate actlon was 
taken either in cases of delay in supply 
or in regard to recovery of surcharge 
due from the firm. 

1962 Surrendm Overseas (Pj 1,td. Out of 10,085 tons of imported steel to be 
supplied by November, 1955 the firm 
supplied only 4024 tons by September, 
1958 and failed to supply the balance. 
A recovery of Rs. I .  50 lakhs representing 
the difference between the controlled 
price actually charged by the fum from 
the indentor and the landed cost (which 
was lower) was foregone by treating the 
supply as one made outside the contract 
which was cancelled in February, 1961 
i .e. two and a half years after the part 
supply was made. 

preferential treatment should be gved  
to any particufar firm. 

(Para Sg of 8th Report-1962-63). 

The Committee was surprised at the 
manner in which the steel organisa- 
tion had acted in this case. They 
failed to understand why the part 
supply was treated as 'one outside 
the contract' and recovery of sur- 
charge of Rs. 1.50 lakhs payable by 
the firm under the terms of contract 
was foregone. w 

They further desired that belated liqui- 
dated damages of Rs. 23.49 lakhs 
preferred against the firm should be 
recovered by making vigorous efforts, 

(Para go of 8th Report-1962-63) 
Do. Against a contract placed on 8-5-56 for 

~supply,of 8195 tons of M:S. rounds by 
~ J u n e ,  1956, the firm suppl~ed 4 4 5  tons 

t,during August, I957 to 15-12-1957 after 
obtaining 3 successwe extensions in April- 
October, 1957. The  extensions were 
granted without imposing any liquidated 
damages or without taking into account 
the fall m market prices which had taken . 
place in the meantime, on the basis 
of about Rs. 4 lakhs could have been saved. 

-A 
- 

225 (Aii) LS-28. 



8 AdC) 1962 Do. A subsidy of Rs. 9 4 , m  was paid to the Committee felt that it was irregular on 
firm for part supply of 685 tons of steel the part of Iron & Steel Control to 
material rolled by the firm in India from have stipulated payment of subsidy 
imported billets although subsidy on such on material rolled in India when 
material w a s  not admissible under the under the Iron & Sted (Control 
Iron & Steel (Control) Order, 1956. Order, 1956 no such material was) 

eligible for subsidy. 

9 65 1962 Amin Chand Pyarelal, Cal- 844 longtons of high tensile angles required 
cutta to be supplied by 20-11-58 were actually 

supplied by the firm only by 30-6-60 and 
the indentor (State Govt. of Rajasthan) 
suffered a loss of Rs. 4.24 lakhs due to 
delay in supplies. 

In evidence, the P.A.C. was informed that 
liquidated damages could not he claimed 
from the firm as the contract was entered 
in the name of the President of India 
whereas the loss was suffered by a State 
Govt. on whose behalfthe material wa: 
pur@wl. 

(Para 91 of 8th Report-1g6z-63) 

After going through the irregularities 
connected with these firms as re- 
vealed in the Audit Report 1962 and 
also in the earlier Audit Report 1961, 
the Committee were more than con- 
vinced of the need for investigaticn 
as already recommended in theis 
earlier reports. 

(Para 92 of 8th Report-1962-63). 

The Committee considered the legal tlaw 
in the agreement as highly unfortunate, 

They observed that according to the 
spirit of the Agreement, the Suppliers 
were morally bound to pay damages. In 
case of failure to observe this m o d  
obligation, the Steel Organisation 
should have considered the question 
of stopping further dealings with the 
firm. 

(Para 93 of 8th Report-1962-63). 



10 75 J 965 Arnin Chand Pyarelal, Despite the failure of the firm to furnish 
Calcutta a bank gimantee to cover the payment 

of surcharge due from them in respect of 
contract for supply of M.S. Plates at a 
total cost of Rs. 8-85 lakhs, customs 
clearance permits were issued to the fim 
to secure release of material. A provi- 
sional bill for payment of surcharge 
amounting to Rs. I ,12, 810 was preferred 
againstthe firm only in July, I962 i.e. 
about 10 months after the arrival of 
the material. The amount remained un- 
realised. 



APPENDIX XLV 

Surnmry of Main Conclusions i Recommendations. 
-- - .- -~ - - ---- + - .-.- 

Serial Para Ministry/Deptt. ConclusionsiRecommendations 
No. No. concern 

- - - - -  - 

I I 6  ministry OF The fact that the Art Silk Export Promotion Scheme had to be 
Commerce revised at short intervals seems to indicate that while working out 

the scheme sufficient attention was not given to details. The 
Committee cannot but emphasise too strongly the desirability and 
necessity of working out the details of a scheme with a view to giv- '$ 
ing it a fair trial over a reasonable period of time. Making of fre- m 

quent changes in the scheme at short intervals is likely to defeat the 
very purpose of the scheme. 

The Committee are not convinced of the reasons for discon- 
tinuing this Scheme because: 

(a) These reasons are quite common and found to exist in 
other export promotion schemes also which are still in 
vogue; and 

(b) Even the Art Silk Export Promotion Scheme was also re- 
vised and reintroduced soon after without making any 
provision to safeguard against these abuses. 



The Committee propose to deal with the irregularities in  the 
various export Promotion Schemes in a separate chapter. 

The Committee are of the view that because of the para- 
mount necessity of ensuring that export obligations are fulfilled, the 
Ministry should have itself prescribed the specific amounts of bonds, 
as a percentage of the value of the goods imported, instead of giving 
discretion to the licensing authorities at the ports. 

The Committee feel that it is an anomalous position that an 
exporter of a commodity should be regarded both as a prospective 
exporter and an established exporter. If the same exporter is classi- 
fied both as a prospective exporter and an established exporter, then 
these terms become meaningless. They would like the Ministry to W, 

-4 take steps to remove such an anomaly, wherever it exists. 

The Committee are not convinced by the arguments advanc- 
ed by the Secretary, Ministry of Commerce. These statements are 
not supported by the documents produced before the Commit- 
tee. (In this connection, attention is invited to paras 1.22 to 1.26 
and 1.32 to 1.36 of this Chapter.) Bonds were unconditional and 
were to be released only on fulfilment of export obligation failing 
which they were to be forfeited. 

6 I .  18 -do- The Committee fail to understand why when the decision to 
suspend the Art Si lk Export Promotion Scheme was taken in March, 
1959, the Ministry of Commerce had not taken into consideration the 



7 1 24 Ministry of 
Commerce 

implications thereof. While the suspehsion of the Scheme obvious- 
ly placed an embargo .only on the further issue of import licences 
under the Scheme, this did not prevent the Ministry of Commerce 
from enforcing export of goods under the past obligations. This +he 
Ministry failed to do. 

The Committee note from the Public Notice dated 26th 
May, 1958 that Government had clarified that 'imports should be tied 
up with exports and the requirement of the bond could not be dis- 
pensed with in the case of Established Exporters. Vide the Public 
Notice dated 6th February, 1959, though the condition of the execu- 
tion of a bond was waived in the case of established exporters, they % 
were required to give an undertaking to the effect that they would 
export/'processed,'finished goods equal to the value of the imports. 
Thus, it is clear that none of these two Public Notices exempted the 
Established Exporters from their export obligation under the 
Scheme. 

From Appendix V, the Committee are surprised to learn that 
the non-availability of the file was first noticed only in January, 1965. 
It  appears that even at that stage, the loss of such an important file 
was not reported to the higher authorities/police, and that a thorough 
physical search of the file was made only in  July, 1965 when the 
subject was to come up for discussion with the Public Accounts Com- 
mittee. The Committee also note with regret that no proper 



inqtiity has been held to fix responsibility for the lass of the file. 
They are not convinced by the argument that it is not possible to Ax 
responsibility on any person or persons for the custody of the me. 

d o -  The Committee urge that all efforts should be made to locate 
the original file at an early date. 

They also desire that a proper inquiry should be held to fix res- 
ponsibility f o r  the loss of the file containing .an important decision 
which meant loss of publi: revenue, due to non-forfeiture of bonds, 
t o  the tune of Rs. 1.51 crores. 

The Committee are of the view that the copies of the  not- 
ings/orders reproduced in Apendix VI do not bear out that the in- 
tention was that the bonds which had matured need not be enforced 
or that they might be allowed to lapse after the 5th March, 1959. &! 
The notings clearly indicate that the export obligations must be re- 
tained under the scheme and tied with another scheme. 

In this connection, the Committee would also like to draw 
the attention to the copy of the letter dated the 28th November, 1959 
from the Mysore State Silk and Rayon Exporters and Importers 
Association (Appendix VII) wherein they have no? claimed that 
they had already got the licence. 

T,he Committee are, therefore, amazed to find that the deci- 
sion of the Government in this case has not been carried out faith- 
fully. If the decision had been interpreted correctly and the ' exp r t  
bbligation insisted upon there would not have been a huge loss of 
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about Rs. 5:29 crores of foreign exchange. Alternatively the public 
exchequer would have gained about Rs. 151 crores by the forfeiture 
of bond amounts. 

hliaistry of 
Commerce 

The Committee fail to understand how the Ministry of Com- 
mance, merce could decide without ex7en consulting the Ministry of F' 

not to enforce the bonds, the non-forfeiture of which has resulted in 
a loss of revenue to the extent of Rs. 1: 51 crores. Moreover, the 
Ministry of Finance were also not consulted in regard to the fore- 
going of the foreign exchange earning to the tune of Rs. 5:29 crores 
though the Rules of Business made it clear that in financial matters, 
there should be consultation with the Ministry of Finance. The % 
Committee view such lapses ivith great concern and recommend 
that the Ministry of Commerce should be more careful and vigilant 
and consult the Ministry of Finance in matters involving huge fin- 
ancial implications. 

In view of the facts stated in para 1:35 the Committee are 
unable to  accept the arguments put forward by the Secretary,. Min- 
istry of Commerce that the in ten t io~  in thi: case was that the ohli- 
gation to export would lapse and therefore the bonds need not be 
enforced when the Scheme was suspended. 

In view of the large amounts involved, the Committee desire 
that the whole matter should be thorough1 investigated without any 



loss of time with a view to fixing responsibility, taking appropriate 
action against the defaulting officers, adopting suitable preventive 
measures against occurrence of such cases in future and retrieving 
the loss caused to foreign exchange/public exchequer to the extent 
possible. 

Thse Committee fail to understand why Government have 
deliberately given such a high priority to the import of art silk yarn 
even when there is adverse balance of trade and during a period of 
6 years the adverse balance of trade on this account alone is Rs. 14 
crores. Moreover, it is really surprising that for the sake of import- 
ing art silk yarn, Government have considered it essential to export 
sugar at  a highly subsidised rate. In this connection, the Com- 
mittee would also like to draw attention to the Press Note dated : 
22nd March, 1966 of the Ministry of Commerce (vide Appendix VIII) 3 

re: Ban on non-transferrable specific delivery contracts in imported 
art silk yarn. In the Press Note i t  has been stated inter a h ,  "A 
good deal of trafficking in import licences is reported to be taking 
place " The Committee are, therefore, of the opinion that the 
priority to be given to the import of art silk yarn should be carefully 
reexamined by Government in the light of their observations. 

From the figures of exports given in Appendix IX against items 
Nos. 13 (Metals and Ffrs.) and 37 (Chemical and allied products- 
excl. essential oils) which are also covered by the import entitlement 
schemes, it would be apparent that inspite of export incentives, 
exports of these commodities went down in 1962-63 in the case of 

-c.L-- - , 
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item No. 13, and during 1960-61 and 1961-62 in the case of item No. 37+ 
It would, therefore, appear that the purpose for which Export Pro- 
motion Schemes were initiated is not being fully achieved. 

Information pertaining to the analysis of ,the Export Promotion 
Schemes where entitlement was the highest and where the perform- 
ance was the best is still awaited from the Ministry. 

The Committee are surprised to learn that the statistics of 
imports are maintained commodity-wise and not scheme-wise and 
that the same commodity is sometimes allowed to be imported under 
more than one scheme. They are, however, glad to be informed 
that it has since been decided to introduce code numbers to indicate t~ 

on licences issued under a particular scheme so that in future this in- 
formation may be available. 

While appreciating the promptness with which Governme& has 
initiated action on various reoommendations of the Review Commit- 
tee, the Committee would like to point out that the Review 
Committee primarily dealt with the organisational and promotional 
aspects of the E.P. Councils, as required under its terms of reference. 
It did not undertake any quantitative assessment of the results 
achieved by various Export Promotion Schemes. 

The Committee are surprised to learn that even when there 
is no sanction from the Government and Parliament, the Textile 



~ornmissioner gives his "moral" support to the Cotton Mills ~ e d e r a -  
tion for realising premium on foreign cotton and fee on Indian cotton 
consumption. The Committee are of the view that, however, 
desirable the objective, this compulsory levy has all the ingredients 
of a tax and hence, it should be levied only wlth the prior sanction of 
Parliament and should be operated by an official agency. 

The argument advanced by the Textile Commissioner that "it 
(entitlement) is invariably not more than 100 per cent for competi- 
tion purpeses the figure is slightly to excess" does not appear t:, be 
convincing. The Committee would like to impress upon, the 
Government that thep should ensure that in no case import entitle- 
ment is more than 100 per cent of the export obligation. preferably W, 
it should be less. 

-do- The Committee 'were informed that the average entitlement 
is 15 per cent of the export. The Committee, therefore, feel 
that a definite maximum limit of import entitlement must be fixed 
for each commodity. Any extra incentive, if necessary, should be 
given in ~nd ian  currency but the percentage of import entitlement 
should not be changed. The Export Promotion Schemes must gene- 
rate free foreign exchange and hence it is imperative that this im- 
port entitlement is kept lowest possible and the export should & 

. compensated by other incentives of fiscal cash, subsidy nature. Also 



no advance import licence should be given as that has landed itself 
to lot of abuses. 

19 2.21 MinistryoTcommerce The Committee are glad to know that the Audit Unit has . been constituted in the office of the C.C.I. & E. They would like to 
be informed of the results achieved by the Audit Unit in due course. 

20 2 22 -do- Incidentially, the Committee find that the compilation on Ex- 
port Promotion Schenies prepared by the Directorate of Commercial 
Publicity has been marked as Confidential/For Official Use .only. 
They however, feel that it is advisable to publicise this compilation 
in order to make it available to the general public. w 

W 
4. 

The Committee regret to note that the information indicating 
4 0 -  the actual foreign exchange earned by exporters (according to the 

figures compiled by the Ministry of Commerce) and the foreign ex- 
change deposited in the Reserve Bank of India, during the last three 
financial years, indicating reasons for difference, if any, is still 
awaited. 

-do.- The Committee regret to note the incidence of malpractices 
particularly in the cases of Export Promotion Schemes for Zari 
goods and art silk ready made garments. The total amount of loss 
due to malpractices including those mentioned above amounted to 
Rs. 8 03 crores (Rs. 469.71 Iakhs for Zari goods in 1963 and Rs. 333.85 
lakhs for other goods from the year 1M0 to 31st August, 1965). Per- 



haps much of the loss could have been avoided if the Ministry had 
been a little more careful and vigilant. 

Though this amount of loss when compared to the total amount 
of exports between 1960-65, may appear to be a small percentage, 
yet in adual  figures. the loss of foreign exchange involved is very 
large. The Committee, therefore, feel that the Ministry should 
not relax their efforts to ensure, as far as possible, that the export 
obligations are fulfilled by the defaulting parties, apart from taking 
final action, as necessary. 

-do-  The Committee note that ' the Ministry have not only aban- 
doned the Export Promotion Scheme for Zari goods and modified the 
scheme for stainless steel, they have also initiated adequate steps 
against the defaulting firms. They hope that the Ministry would 

W keep a continuous check on the working of other Export Promotion 
Schemes and will not allow the malpractices to creep in. 

-do- From the notes furnished by the Ministries as also from the evi- 
dence tendered, it appears that a mill in collusion with its agent not 
only succeeded in purchasing import entitlements for staple fibre 
worth about Rs. 68 lakhs from 54 mills but also managed to get the 
licences which were issued for non-viscose staple fibre converted 
into import licences for "the non-viscose staple fibre and 'or synthe- 
tic yarn" and imported nylon filament yarn which is not permissible 
with in the rules. 

It is very unusal that as many as 54 mills should have thought 
6f selling their import entitlements to one mill within a short period. 
It  is still more curious that the agent of the mill purchasing the 

- ---- - - -- A - - - . - 



entitlements, who was admittedly a firm against whom investiga- 
tion were made in the past on more than one occasion by the S.P.E. 
and whose activities were not free from suspicion could get endorse- 
ments changed on the spot at the counter in the J.C.C.I.E.'s office, 
without being questioned either by the Textile Commissioner or by 
the issuing authority whether the transferee mill had the requisite 
capacity to utilise it. 

The Ministry have tried to argue that the present case involved 
only a question of misuse of entitlements and there was no question 
of loss to' the Government. The Committee cannot appreciate this 
attitude on the part of the Ministry because: Q\ 

(a) this irregularity involves a very serious abuse of the 
scheme; 

(b) whether the export obligation attached to the imported 
yarn was completely fulfilled is doubtful; and 

(c) the purchasing mill and the firm who was ac tkg  as the 
authorised agent seem to have made profits by resorting 
to serious irregularity and subterfuge. 

The Committee feel that Textile Commissioner' Office and 
J t .  C.C.I.E.'s Office should have been more careful in dealing with 



this firm which had come to adverse natice on more than one occa- 
sion. 

The Committee are of the opinion that instructions regard- 
ing the transfer of entitlements, the circumstances under which 
sales can be effected etc. should be so clearly endorsed on the licence 
itself that there would be no scope left for unscrupulous traders to 
indulge in such nefarious activities. The requests for transfer of 
entitlements should not be considered mechanically as at present, - visa-vis, the rules, but the consequences of such an act should also 
be taken note of. Changes in procedure if necessary should be 
effec'ted forthwith to achieve this end. The Committee would 
also like the Ministry to examine and evolve measures whereby the 
misuse of Actual Users Licence i.e., passing through many hands 
without proper authority becomes an impossibility and to introduce 
more effective check5 to ensure that export obligations are achieved. 
The Committ~e would like to be informed of the results of the 
investigations now being made and action taken against the delin- 
quent officials. 

-do - From the evidence tendered and also from the notes furnished 
by the Ministry, the Committee find that the prevailing situa- 
tion leaves mu" scope for improvement in the working of the 
Schemes. The modus operatldi of the fraudulent traders who ex- 
ploit the Schemes in their own interest can be categorised roughly 
as below:- 

( i )  production of false documents ----- - - - - 



I 2 3 
~. -- 

4 

(ii) mis-declaration of export goods 
(iii) over-invoicing 
(iv) forgery of export documents 
(v )  under invoicing 
(vi) liquidation of the firms after enjoying the imports to  

escape governmental action against them. 

2.51 Ministry of This Committee are surprised to learn that the Ministry have 
Commerce to depend wholly on the customs authorities to verify as to whether 

the exports stipulated under these Schemes are actually effected or 
not. Enquiries against firms are initiated either when adverse re- 

M 
ports are submitted by the customs authorities or when the C.C.I. 
& E. develop any doubt. mostly on the basis af anonymous reports. 
The Committee are of the opinion that the present checks against 
the aforesaid malpractices are not adequate because in many cases - licences &ere issued to firms which on subsequent verification were 
found to be not existence. There were 8 such cases out of the list 
of 58 cases furnished. The deposition of the C.C.I. & E. that "there 
have been cases where at the time of registration they (firms) were 
in existence but afterwards they went out of existence," makes it 
necessary to have thorough enquiries made before firms are issued 
importlexport 1icen:es. They also feel that the checks that the 
customs authorities are exercising at present to detect cases of over- 
invoicing and other connected malprattices are inadequate as they 



have come acrosr; cases where on a subsequent enquiry, it was 
found that the .parties had indulged in under hand methods which 
had escaped the tests of the Customs authorities (e.g., Case No. 3).  

The Committee consider it most unfortunate that even the 
provision of securing bank guarantees has not prove,d to be of much 
avail as in one case (No. 37) a bank stood guarantee for a firm which 
wgs not in existence. (The bond amount in this case-was forfeit- 
ed). Under the existing schemes, the defaulting parties could ordy 
be proceeded with under the provisions of Import (Control) Order 
or through the forfeiture of bonds furnished by them which till July, 
1965 was only 20 per cent of the value of import licence and there 
was no course ope& to the Government whereby the parties could 
be compelled to fulfil their export obligations. Consequently, the I 
fraudulent parties indulged in malpractices and could conve-liently 
go underground when called upon to justify their actions without 'O 

fulfilling their obligations under the Schemes to export and thereby 
the real purpose of the Schemes was defeated. The Committee 
fail to understand how a bank could give guarantee in respect of 
such non-existent firms. The Committee desire that the banks 
concerned should be addressed to and their explanation obtained 
with a view to taking corrective measures. 

Even in cases where the guilt was proved the firms were to under- 
go imprisonment till the rising of the court and a h e  of Rs. 200 only 
and they were debarred from receipt of licences for one or two 
licencing periods of six months each. 
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a8 2 53 Ministry of The Committee note that from July, 1965 the value of the 

Coinmerce bond amount has been raised to 100 per cent of the value of the 
import licence and that by the Imports and Exports (Control) 
Amendment Act, 1966 the period of imprisonment has been raised 
from one day to 6 months12 years. 

4- The Committee cannot get away from the impression that 
the fraudulent traders were in a way encouraged by the lenient and 
lukeworm attitude of the 'officials. In respect of cases where the 
parties had preferred false claims of exports (Nos. 4 and 8) and the 
fact was proved, no penal action was taken and only an. amount 
equivalent to the amount of excess exports claimed by the parties 

cP was deducted. In another case (No. 31) even though the allega- o 
tions were proved the case could not be taken to the court of law 
because original documents were not available. There was yet an- 
other case (No. 36) in which a fake owner of a non-existent mill 
could get a licence for import of art silk. The party sold the import- 
ed goods to other parties without fulfilling the export obligations. 
(In this case, a successful prosecution was launched and a Director 
and a Manager of the Company were sentenced to pay fine totalling 
Rs. 3,500). 

4- The Committee take a serious view of the various mal- 
practices noticed in the operation of the Export Promotion Schemes 
and regard it must unfortunate that even after several years of exist- 
aace of Export Romotion Schemes, even major loopholes in thea 



have not been plugged a$ they still continue to be exposed to vari- 
ous malpractices and abuses. 

They also strongly feel that the machine& administering the Ex- 
port Promotion Schemes should be toned u p  in such a way that the 
possibilities of fradulent practices are eliminated altogether. 

--do- While the Committee agree that it takes some time for every 
department to conduct their own enquiry before handing over the 
case to C.B.I., they are not convinced that a department should take 
as long a period as seven years for this purpose. They feel that such 
a situation arises only when a department is hesitent to take a firm 
decision. In order to enable the Police!SPE/CBI to play an effective 
role, it is desirable that decisions are taken promptly and all docu- % ments/files etc. relating to the case are kept in the custody of a res- r 

ponsible officer till the final decision in the case is taken. The Sub- 
committee would also like the C.B.I. to take steps, to ensure that 
their investigations are completed more expeditiously. 

-40- The Committee suggest that Government should appoint a 
Committee of experts (a) to make a quantitative assessment of the 
operation of various Export Promotion Schemes. (b) to revise the 
Export Promotion Schemes in operation so as to put them on a more 
scientific basis with a view to ensuring that they succeed in stimulat- 
ing the export in the desired direction, (c) to plug the loopholes 
which have resulted in various malpractices. (d) to make sure that 
the import entitlements are given only for such commodities as are 



x 2 3 4 
--- 

eksential for country's economy and for which no indigenous sub- 
s t i t u t e  are available, and (e) to ensure that each Export Promoti& 
Scheme generates a certain minimum percentage of free foreigb 
exchange. 

  he Comrriittee also recommend that since the advance im- 
port licences in anticipation of export have resulted in various mal- - 
practices, and since in a number of cases the anticipated exports 
have not taken place subsequently, the system of advance licencing 
should be dispensed with and import entitlements under the Export 
Promotion Schemes should be given only after the requisite foreign 
exchange has been generated through expork. 8 

8 hlinistry of The Committee are not happy to learn that leaving a few 
- items of ore, neither the M.M.T.C. nor the S.T.C. maintain any list 
9 Commerce of commodities which can be exported or imported under the Barter 

Scheme. It  has been stated during the course of evidence that it is 
not practicable to draw up  any such list as the commodities ai-e 
changed from time to time according to the exigencies. While the 
Comrpittee concede that no permanent list of such commoditia 
can be drawn up which will meet the varying needs of the trade 
over a length of time, they fail to understand why the Ministry 
equipped with all the necessary knowledge of the trends of internal 
trade and which have experience of barter deals during the last 
eight years or more, should not be in a position to prepare a Iisf of 



-do- 

d o -  

items accbptable for barter from time to tune. Morewer, the diffi- 
culties against the preparation of such a list do not appear to be  in- 
surmountable. The Chairman, S.T.C. stated in evidence, "Since 
1958, we know from precedents as to what Is regarded as acoeptable. 
Then we consistently hold meetings, we also know that in a certain 
year, we may have to face difficulties." It  is obvious, therefore, that 
the commodities which can be considered for barter are known to 
Government and the plea that "What 1s in one's mind at one moment 
may not be known to anyone" is not cogent enought to substantiate 
the stand againd hsving a list whic11 could be made use of by the 
traders of the country in general. 

The Committee are glad to observe that in a subsequent 
meeting, (arranged at the instance of the Ministry), the Secretary, 
Ministry of Commerce was receptive to the suggestion that a list of 
commodities acceptable for barter could be prepared and amended 
from time to time. 

The Committee find that the Scheme of barter which was 
evolved in 1958 with the purpose of importing more steel and ulti- 
mately extended to cover the import of other items essentially nced- 
ed in the country b:; exporting items which were 'difficult to sell' 
still continues to be in a nebulous state. 

Under the circumstances where there is no systematic procedure 
of issuing periodic press notes/circulars giving adequate information 
about the barter deals, excepting those who are already in the bar- 
Yer deals or those who have access to official heirarchy, the trading 



community in general is denied the benefit of getting information 
regarding the details of the different schemes of barter which are 
in operation or which are likely to be taken up or the commodities 
which are permitted for export/import under the barter arrange- . 

ments. As it is, the initiative rests not with the Government but 
with each individual trader to approach the Government to find 
out for himself whether a particular commodity could be bartered. 

36 3 -14  Ministry of Since the ohje Live of the Scheme is to export "difficult" items, it 
Commace is all the more essential that the trading community is kept fully 

informed. The Committee therefore, strongly feel that the 
working of the present Scheme needs reorientat~on. They, there- 
fore, suggest that the Ministry should devise ways and means by 
which all information pertaining to the barter transactions includ- 
ing the list of commodities are adequately published and are easily 
made available to those who want to take advantage of them. 

do. 

do. 

The Committee feel concerned to note that more than 90 per 
cent of the proposals have to be rejected for some reasons or the 
other. This only indicates that Government's policy in regard to 
barter deals is not fully known to the trading community in general 
resulting in a lot of infructuous effort by the parties concerned. 

The Committee are unable to understand how the W t r y  
continued to place orders on firms (Vide Serial Nos. 5, 9, 15, 16, 25, 
36, and 39 of Statement IiI of Appendix XX) which were black-list- 



. 
do. 

td. They feel that thia could happen because of lack of co-~,rdinaa 
tion and it indicates, to say the least, some negligence on the part of 
the officials concerned. They would, therefore, urge that these cases . 

should be thoroughly investigated and the persons found guilty 
should be suitably dealt with. They would also like that on the basis 
of such investigations adequate steps should be taken to tighten up 
the official procedure so as to make recurrence of such cases impos- 
sible. 

The Committee find that out of the 2 contracts worth Rs. 8.60 
crores entered into with the firm, the party could export goods worth 
only Rs. 2% crores during a period of 2 years and that the validity 
period is only upto 31st December, 1966. They have now been inform- 
ed that the party has asked for extension of the validity period upto GJ 

September, 1967. From the trend of performance upto date, the 8 
Sub-committee doubt whether the export obligation under this 
barter deal would be fulfilled even by the extended date viz. Sep 
tember, 1967. The Committee are of the view that at the time 
of accepting a barter deal, the capacity of the party concerned to 
fulfil the export obligation should be properly assessed. 

do. So 3 23 They feel concerned to learn that a substantial part of the 
export obligation of the party in respect of manganese ore was taken 
over by the M.M.T.C. for which the party was required to pay 25 per 
cent more value. The Chairman, M.M.T.C. explained that this was 
because of the policy decision taken subsequently that the export 
of manganese ore should be taken over by M.M.T.C. after Decern- 

--C- ---- _ ___ _ - - - _-- - - - ----- -.- - 
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her, 1964. Even so, the Cnmmittee are of the view that the export 
obligations under barter deals must invariably be fulfilled by the 
party concerned. They hope that such cases will not recur. 

4 1  3 -26  Ministry 4 Commcrce 
The Committee find from S1. Nos. 2, 9, 11 and 19 cf Statement 

I of Appendix XX that the price. quantity and quality of mica quot- 
ed therein are not consistent. For instance in Sr. No. 2 the party 
was supposed to export 20.00,000 lbs. of Mica for Rs. 38,00,000. Ac- 
tually, however, the quantity exported was 9.61,672 lbs. and the 
amount of foreign exchange earned was Rs. 38,11,532. They observe 
that cols. 6 and 8 thereof do not tally with each other and are not 
convinced by the argument advanced during evidence that it was $ 
because of the wide variation in the quality of mica. 

In regard to the fixation of import prices, the Chairman, S.T.C. 
had stated during evidence: "We do not fix the prices; but we do 
see that the prices are reasonably competitive. . . . We also have a 
general knowledge as to the price at which things get impo~ted." 
The Committee were, however, informed by the Chairman, 
M.M.T.C., that after the barter deal was approved and the letter of 
intent issued, a detailed barter contract was entered into, which sti- 
pulated the quantity, quality and price of the bartered commodities. 
This enabled the M.M.T.C. to exercise proper cheek over the value 
of imports and exports involved in the barter deals. Corn- 
mittee however, find that there is no such system obtaining in 



the S.T.C. In the case of jute goods or toba~co, the Chairman, S.T.C. 
stated: "We mention only the value and not the quantity either in 
the exporter's contract column or the implementation column". 
The Committee feel that unless the quantity and quality of the 
goods to be exported and imported are also mentioned in the don- 
tract, there is scope for the traders to get unintended benefit by the 
manipulation of prices. They are, therefore, of the view that the 
practice followed by M.M.T.C. should also be introduced by S.T.T. 

The Committee are surprised to note that while MNITC have 
considered it desirable and have introduced duplicate checks to en- 
sure that the commodities exported under the system of barter strict- 
ly conform to the terms of the agreement, the STC, a sis'er organi- 
sation, have no such ~ystem. The Committee consider this to 
be anomalous. It  is not quite understandable how the STC, in the 
absence of any such machinery exercise any control on the quality of 
the goods exported under a barter. 

The Committee suggest that Government should consider 
the question of introducing a proper svstem of checks by the S.T.C. 
regarding the specifications etc. of the bartered commodities on the 
same lines as by the M.M.T.C. 

The Committee regret to observe that while the note in  ques- 
tion gave details about the deals no information/explanation has 
been given as to why high priority was given for the import of staple 
fibre exce?t stating "Government had considered the import of 
staple fibre as an essential item against the exports of Inidan sugar." . - - - -- . - - - - - - - - - -- - - - - - - - - - . - 
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The Committee feel that the import of staple fibre is not strict- 
ly consistent with one of the guiding principles for the barter deals 
triz., "essentiality of imports" and by importing staple fibre in a 
barter deal the Ministry have violated this principle. 

Ministry of 
Commerce 

It should be remembered that the export price of sugar 
(to be sold in the international market) is in the neighbowhood 
of Rs. 50 a bag whereas its internal controlled price is in the neigh- 
bourhood of Rs, 120 to Rs. 13a' a bag. So in view of the fact that 
sugar is being highly subsidised for export, care should be taken by 
the Ministry of Cominerce that commodities like staple fibre etc. w 
are not imported in lieu thereof. The Committee would also %J 
like to impress upon the Ministry that they should be more strict 
in adhering to the twin principles of the barter deals viz. essentiality 
of imports and additionality of exports. 

In this connection attention is also invited to the observation of 
the Committee made in para 1.38 of this Report. 

The Committee feel that the conditions which were laid down 
at the time of releasing the nylon tows for civilian use were 
rather unusual. Since the question of conversion of nylon tows into 
tops for defence production was no longer there, it is not quite 
standable why it was laid down that these should be processed by 



only certain mills, though under the directipn of the Textile Cord- 
missioner. It is also not very clear why the condition of price 
control could not be enforced. Since the parties had refused to 
lift the goods, Government could have disposed them of by inviting 
open tenders. The Committee would like to be apprised of the 
considerations which weighed with the Government for acting in 
such a manner. 

From the cases cited in para 3:38 the Committee observe 
that the principle of barter viz. "essentiality of imports" has not 
been strictly followed. They regret such deviations and hope that 
adequate care would be taken to  follow the principle of 'essentiality 
of imports' more strictly in future. 

W 

Since, according to evidence, the import licences are operative % 
only to the extent to whch  a party earn foreign exchange, the 
Committee fail to understand how the possibility of issuing import 
licences in excess of the amount of shipments effected by a party 
could exist. They would, therefore, suggest that the Ministry 
should consider whether the present practice could be replaced by 
a system where the import Licences are issued only to the extent 
of foreign exchange earned and the element of unreality which ia 
inherent in the present system is removed. 

50 3 - 4 1  40- The Sub-Committee hope that both the Corporations ensure that 
the CIF value of imports does not under any circumstances exceed 
tiie FOB value of exports in any barter deal. As a matter of fact, - . _ I _ _ _ C p  I_--- - -- -- 
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the Committee would like the Ministry to examine whether it 
would be advisable to  fix CIF value of imports slightly lower 
(say by 20 percent) than the FOB value of exports under every 
barter deal, so that each barter deal may generate some free foreign 
exchange for the country. 

Ministry of From the statement I1 of Appendix XX, the Committee find 
Commt rce that in a number of barter deals, the items of export mnsisted of 

'sweetening agents' or 'cushions' only (e.g.  jute goods. jute bags, 
tobacco etc). While the Committee agree to the principle that $ 
a small proportion of exports may consist of traditional items, to  
make a barter deal attractive, they are of the view tha' the larger 
principle of additionality of exports should be observed l o  a greater 
degree than has been the practice so far. 

-do- In the light of the detailed examination of the barter deals, 
mainly from the point of export promotion, the Committee would 
would like to make the foIIowing suggestions:- 

(a) There should be a clear formulation of the policy in re- 
gard to the acceptance of barter proposals and tiiis 
should be made widely known to the public, 



(b) The healthy principle of additionality of exports and es 
sentiality of imports should be adhered to as far as 
p s i  ble. 

(c) List of items acceptable for Imports and Exports for bar- 
ter deals should be determined and announced each 
time with the Import Policy (six monthly). 

(d) Quantity, quality and price of items to be imported/expor- 
ted should be clearly stipulated in each barter contract 
to avoid the possibility of their manipulation to get 
unintended benefits. 

(e) S.T.C. and M.M.T.C. should have proper and adequate , 
machinery to know the prevailing internal and interna- E 
tional prices of' commodities. 

( f )  Suitable monetary limit should be fixed for each barter 
contract. 

(g) C.I.F. value of imports should be 20, per cent lower- than 
the F.O.B. value of exports in a barter deal, to generate 
free foreign exchange for the country. 

(h) In every barter deal, export should precede import. 

53 4 14 Min. of Iron & Steel The Committee are unable to appreciate the manner in which 
the selection of parties was made by the Iron & Steel Controller in 
1960. for these barter deals. At that time none of the parties had 

- ---- - -- - - 
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any mature experience of export of steel. Most of the parties selec- 
ted were such against whom Government were obliged to take 
action at one time or the other. The Committee are not con- 
vinced with the argument given by the witness that there was no 
direct involvement of the Government funds in ex2orts connected 
with these deals. The Committee feel that the Government 
involvement in these barter deals was no less than in a straight 
transaction of import of steel, especially when these deals were en- 
tered into after the decision to grant pre-import licences was taken. 
Another disquieting feature of this case is that neither any tenders 
were issued nor any public notice was given before these deals were 
concluded by the Iron & Steel Controller. Even the procedure 
described in the Ministry's letter dated 14th January 1960 was to be 
indicated to "a few select firms" The Committee feel that the 
system of tenders which was already in vogue in the case of imports 
of steel, should have also been followed in these barter deals. Non- 
invitation of twders thus deprived Government of the benefit of 
com~etitive terms and conditions. 

It is surprising that the whole scheme of these barter deals was 
94 I 23 Iron ' conceived and approved by Government without the concurrence 

of the H.S.L. Even after doubts arose on 24th February 1960 in 
the mind of the then Secretary of the Ministry regarding the deli- 
very of the exportable items, the office of the Iron & Steel Controller 



went on concluding the deals without prior consultation with Hisdus- 
tan Steel Ltd. As the issue of pre-import licences was invalved in 
these deals, it was necessary to ensure that the exportable material 
was available in time and that further it would be exported. The 
Committee are contrained to observe .that adequate forethought 
was not bestowed by Government before approving the scheme of 
these barter deals and that view of Hindustan Steel Ltd. were not 
given the due consideration, they deserved. 

4.35 --do- The Committee regret to observe that the whole case regard 
ing grant of pre-import licences makes a very unhappy reading. 
The idea of granting pre-import licences was initiated first of all by 
merchants in May, 1959 in the case of e m &  of ferrous scrap and a 
similar reference came to the Deptt. of Iron & Steel in September, w 
1959. The Peptt. of Iron & Steel allowed pre-imports in that 
case in May, 1959 after consulting the Ministry of Finance. Even 
at that time the Ministry of Finance had clearly stated that they 
definitely preferred exports preceding i m ~ o r t s  and any urgent 
demand could be met from the ceiling already allocated to the Iron 
& Steel Controller. Despite that. permission for pre-import was 
given jn that case. 

Larer on, in January, 1960 when these barter deals were being 
finalised with these parties, the Department of Iron & Steel made it a 
general issue and referred the matter to the ministry of Finance who 
laid down that they agreed to the issue of pre-import licences pro- 
vided there was a firm export contract and suitable letters of credit 
/bank guarantees (1541, of the import licences) were furnished. The - -. _ -_ _- _-- .- - --- - - .I _____I - - - - -  



. ?  - .  - 

4.36 Min. of Iron &- S t 4  

Committee regret to observe that these views of Ministry of 
Finance were not communicated in 'clear and unambiguous terms by 
the Department of Iron & Steel; with the result that the Iron & Steel 
Controller understood firm export contract as a mere sales contract 
with Hindustan Steel Ltd. rather than firm contract with the foreign 
buyer. Even the Secretary, Ministry of Iron & Steel admitted in 
evidence that "the Ministry of Iron & Steel do not seem to have 
translated the instructions of the Economic Affairs De?tt. in clear 
and unambiguous terms." The Committee feel that By not 
issuing the instructions regarding pre-import licences in clear and 
unambiguous terms, the Ministry of Iron & Steel watered down the 
instructions of the Finance Ministry, even though it might not have 
been deliberate, as stated by the Secretary. The Committee 
c a n n ~ t  but deprecate in strongest words this failure on the part of 
the Iron & Steel Ministry. 

The Conrnittee also fail to appreciate how the office of the 
Iron & Steel Controller could &ve this meaning to the export con- 
tract. He regarded the export cont~act as domestic contract rather 
than a contract with a foreign buyer. 

The Committee were give to understad . that before ttze 
  on troller issued his letter on 29th January, -1960 mtioning m e  
of these deals stipulating inter-ulia issuing of i m p a ~ t  Jicmes, if 
was likely t ha t  some telephonic intimation in this matter was givell 



to the Iron & Steel Controller before the 6nal letter dated 2nd ~ e b -  
m a y ,  1960 was issued. No record of this telephonic intimation was 
available either at  the despatching or receiving end. The Committee 
fall to understand as to why a record of such an important corn- 
munication was not kept a t  either end. 

--do- The' Committee also feel that as  a result of granting of prc- .: 
import licences, the main purpose of earning foreign exchange by 
export of semis with a view to import finished steel was deviated. 
After the parties were given pre-import licences, they failed to 
carry out a major portion of their export obligation resulting in a 
loss of foreign exchange earning of Rs. 235.60 lakhs. The Com- 
mittee, theerfore, cannot help observing that the decision to 'allaw 
pre-import was not based on sound premises and left much to be w 
desired. w 

VI 

-do- One of the main conditions for allowing pre-import licences was 
that there should be a firm export contract, by which the Ministry 
of Finance meant a contract with the foreign buyer, but which was 
wrongly interpreted by the Iron & Steel Controller as a mere sales 
contract with the Hindustan Steel Ltd. This was a condition prece- 
dent before granting any ~mport  licence. The Iron & Steel Controll.-? 
issued import licences worth over Rs. 1 crore in favour of M/s. Rs-n 
Krishan Kulwant Rai in June, 1960 without verifying that there was 
a valid contract between the party and the Hindustan Steel Ltd. 
This was completely in contravention of the.  instructions of the 
Miqistry of Iron & Steel and the Committee feel that this was a very 
serious lapse. It it not easy for the Committee to believe that import -- - ----- --- a~ hill LWO~ 



- - 
licence worth more than a crore of rupees could be issued at a time 
to a single party by 'mistake'. The Committee cannot understand 
nor can it approve of the system under which import licences worth 
mr.re, t m n  a crnre of r u p e s  could be issued to a party inadvertently 
by 'mistake'. The Committee take a very serious view of this 
'mistake' or inadvertence. 

6 o 4.48 Min. of Iron & Steel I t  is also very surprising to note that there is no regular system 
in the Iron & Steel Controller's office to detect such mistakes and 
they came to know about it only in November, 1960, when Hindustan 
Steel Ltd. pointed that out after five months of the issue of import 
licences and by which time the party had made bulk of imports. m 01 

Do. 

Do. 

What is still more disquieting is the fact that in spite of the frank 
admission by the defaulting officers of the seriousness of the lapse, 
no enquiry seems to have been held by the Steel Controller into 
the matter. There appears tq have been no feeling in the Steel Con- 
troller's office that something serious had happened. On the other 
hand presistent efforts were made to cover u p  the whole thing and . 
the HCndustan Steel Ltd. was made to enter into a contract with the 
party by seeking the intervention of the then Secretary of the 
Ministry. 

The Comm'ttee also note that it was only after an informd 
discussion at Durn Durn Airport on 13th November, 1960 when the 
three officers, mentioned above, met there that the letter Was written 



by the Iron & Steel Controller to the Chairman, Hinclustan Steel LIB. 
and copies endorsed to the then Secretary of the Ministry. The Cmn- 
mittee feel that information regarding this lapse having taken place, 
was brought to the notice of the Ministry of Iron & Steel in a round 
about manner rather than in a straightforward report that something 
serious had happened and then Imn & Steel Controller was t a k n g  
steps to rectify the same. 

Though the then Secretary of the Ministry came to know about 
this mistake, he simply acquiesced in it and had not a single word 
to say about it and even did not keep a record of the discussion h e  
had with the officers at Durn Durn Airport. On the other hand he 
could not restrain himself from commenting against an observation 
of the Chairman, Hindustan Steel Ltd. who wanted to be straight- 
forward and firm. Such an attitude of the then Secretary of the 
Ministry could not be free from public criticism. The Committee feel 
that there was a positive failure on the part of the Department of 
Iron & Steel to enquire into the lapse. 

The net result of this costly mistake has been that the party, even 
though it entered into an agreement with Hindustan Steel Ltd. in 
January, 1961, failed to export any quantity of steel and the country 
suffered a loss of foreign exchange earnings of about Rs. 1 crore in 
this case. The Committee feel that this is a serious lapse which needs 
enquiring into, for fixing responsibility. 

64 4 '  55 Do. Thc Committee regret to note that the Iron and Steel Con- 
trbller did not examine in each case whether delay in exports was 

- r - - -  - * 
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anticipated as he was required to do in accordance with the Minis- 
try's letter dated 2nd February, 1960 and he merely proceeded on 
general assumption that it will take sometime for Hindustan Steel 
Ltd. to complete these supplies. The Committee are of the view that 
the Iron & Steel Controller failed to comply with the clear instruc- 
tions of the Ministry in this case. 

65 4.56 Ministry of Iron &Steel It is partinent to mention that the entire barter scheme was 
evolved to export surplus semis and, therefore, more importawe 
should have been given to the main objective of the scheme.  eve^ 
if the completion of the exports was likely to take time, the import 5 
licence could have been issued to the extent to which the foreign 
exchange was actually earned by the exporters and as and when 
it was so earned. 

66 4.61 Do. The Committee feel that while referring this case to Ministry 
of Finance in January, 1960, the Department of Iron & Steel should 
have mentioned that previously they were getting bank-guarantee 
equivalent to 20 per cent of the value of the import licence in similar 
cases. They regret to note that this was not done, nor was a specific 
proposal made to Ministry of Finance, regarding reduction of amount 
of bank guarantee from 20 per cent to 15 per cent. This, the 
Committee feel, was an omission on the part of Department of Iron 
& Steel, more so, because almost at the same time opinion was held 



that even 20 per cent bank-guarantee was not an adequate safeguard 
and the letter of credit must be insisted upon. I t  also appears that  
the Iron & Steel Controller wanted that a higher amount of bank 
guarantee may be prescribed as it was not possible to get 
letters of credit and for that he asked the permission of the Finance 
Ministry. They are  unable to appreciate why thinking about the  
quantum of bank-guarantee changed in the ~ i n i s t r ~  of Iron & Steel 

' 

within so short a period, especially when the  nature of deals, the 
parties and the  officers concerned were the same. This is yet m- 
other instance of inadequate consideration of the  whole matter of 
these deals. 

W 
This is yet another case where Tron & Steel Controller did not 2 

carry our the conditions laid down by the  Ministry in their letter 
dated 2nd February, 1960 regarding furnishing of bank guarantee. 
The Iron & Steel Controller was responsible to the  Ministry. If he 
felt any difficulty in getting guarantees in the  form required, he 
should have placed the  matter before the  Ministry for their con- 
sderation.  The Committee regret to note that  this was not done. Or, 
the other hand he referred it to the  Solicitor who drafted the 
guarantee from which Tvas not in consonance with the intention of 
the Ministry. The Committee fail to appreciate the attitude of the 
Government Solicitor who took upon himself obligation to advise that 
no bank would agree to such a bank-guarantee. Instead of drafting 

. the.document and embodying the intentions of the Government, he . - -- - 
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' went outside the scope of his duties and drafted a form which was 
least satisfactory. 

The result has been that limited, conditional and qualified bank- 
guarantees were furnished by the parties and accepted by the Con- 
troller, with attendant dificultie?, in enforcing the same. The 
Committee cannot help feeling that there was a serious lapse on the 
part of Iron & Steel Controller in taking guarantees in a form which 
did not carry out intentions of the Ministry. 

They would also recommend that Government should look into 
b 

this matter and prescribe a suitable bank-guarantee form for use 
by the Iron & Steel Controller in future. 

-d3- It is astonishing that a particular firm's requests for release of 
bank guarantee amounts were immediately acceded to by the office 
of the Iron & Steel Controller in direct contravention of the Minis- 
try's instructions dated 2nd February, 1960. It is all the more dis- 
turb'ng to note that in the first case which was received by the Ircn 
& Steel Controller on 19th July, 1960 and agreed to by him on 27th 
July, 1960, be did not inform the Ministry at all. The second case 
from the same party was received by Iron & Steel Controller on 7th 
September, 1960. He agreed to the same on 9th September, 1960 



and then only informed the Ministry. The Committee regret 
to note that the Iron & Steel Controller did not pay proper atten- 
tion to the instructions of the Ministry. The Ministry too, when 
they were informed, did not take the trouble of going into the 
matter properly but simply acquiesced in the action of the Steel 
Controller. The Committee feel that the action of NIinistry was 
hasty. It was not a hardship as to call for a change in the policy 
originally enunciated by the Ministry i n  consultation with the 
Ministry of Fmance. Public money was at stake in these transac- 
tions and bank guarantees should have been released on export of 
full quantity contracted for as original envisaged. The manner 
in which both the Steel Controller and the Ministry acted in this 
matter indicates that they did not safeguard the public interest 
adequately. 

The Committee are unable to appreciate why bank-guarantee 
was not tuken in this case for the due performance of the export 
obligation. It was a case where pre-import licences were granted. 
Bank-guarantees are taken for fulfilling the export obligation and . 

has nothing whatever to  do with for whom the imported material 
is meant. Since the export obligation was attached to this transac- 
tion also the case did not deserve a departure from the established 
procedure. It is regrettable that both the Steel Controller and the 
Ministry deviated from the established procedure in this case. 

The Committee feel that there was an ununderstandakle 
71 4'80 40- positive failure on the part of the Iron & Steel Controller in not , 



watching the bank-guarantees properly and renewing the same 
timely. This was the primary factor leading to the failwe in for- 
feiting the bank-g~arantees worth over Rs. 51 lakhs fsr non-fulfil- 
ment of the contractual obligations. No satisfactory explanation 
was given to the Committee regarding non-pursuit of the bank-gua- 
rantee in time. 

The Committee feel that the failure to pursue the bank-guarantees 
requires to be investigated in details and responsibility therefor to be 
fixed. 

7r 
W 

4. i 2  Mini* of Imn& Sta l  The Committee find that there have been several failures in taking 
and enforcing bank-guarantees in these barter deals. Firstly, 
the Department of Iron 8. Steel wanted to have absolute bank- 
guarantees but the Iron-guarantee in consultation with the 
limited and conditional bank-guarantee in consultation with the 
Solicitor. Secondly, even these limited bank-guarantees were re- 
leased by the Controller in dribles i.e. as and a portion of exports 
took place. Thirdly, there was a complete laxity in the office of the 
Iron & Steel Controller in watching the bank-guarantees and getting 
them renewed in time. Ultimately it came to this that the limited 
bank-guarantees were accepted. Even those limited bank-guaran- 
tees were not watched effectively bv the Iron & Steel Controller and 
they expired. The parties have also not renewed these bank-guaran- 
tees in spite of repeated reminders from the Iron & Steel Controller. 



Thus non-forfeiture of bank-guarantees have resulted in a loss of 
over Rs. 51 lakhs. 

The Committee are constrained to observe that the whole 
scheme of takings bank-guarantees in these barter deals was a corn- 
plete faillwe and was primarily due to the failure of the office of the 
Iron Pt Steel Controller. They desire that the different lapses ir 
this case may be investigated with a view to fixing responsibility. 

As these cases between H.S.L. and the parties are sub-judice, thc 
Committee do not wish to cornmen on them at this stage. 

As against the contractual export obligation of Rs. 492.21 lakhs 
actual exports were Rs. 255.61 lakhs only i .e. ,  a shortfall of 
Rs. 236.60 lakhs. Quite apart from whatever cases may be going 
on in court of law or arbitration, the Committee consider it very 
unfortunate that Government now find themselves in a hel2less 
position. The difficulty regarding the form of the contract was 
known to the Ministry even in 1959 and there should have been 
enough warning to the office of the. Iron Sr Steel Controller to put 
his house in order before he entered into these contracts in 1960 
They hope that a t  least now the Ministry would be wiser and take 
steps to prescribe a suitable contract from for barter deals as wel' 
as amend the Iron & Steel Control Order. 

76 4.101 4 0 -  
The Committee note that one of the main conditions slipu- 

lated in the Ministry's letter dated 2nd February, 1960 was that the 



4.105 Ministry of Iron & Steel 

Iron & S ~ e e l  Controller will have no further dealing with the ex- 
porter in case of failure to export. In all these cases the 2arties 
failed to export either the full quanti'y contracted for or at  an. The 
Comm ttee regret to observe that even this simple stipulation 
of the coniract regarding stopping of dealings, was not carried out. 
For the various reasons no action has been taken so far by the Iron 
& Steel Controller or the Ministry against these parties. In view 
of the fact that the Government were obliged to black-list them or 
suspand the business on a number of occasions, the Committee 
feel that the Iron & Steel Controller should have been extra careful 
while entering into these barter deals involving huge amounts. 
Even when the failure of the parties to fulfil their export obligations 
took place in 1960, the Iron & Steel Controller issued show cause 2 
notices to them only in April, 1964 of which "the drafting is very 
poor" was admitted by the Secretary. The Committee feel 
that there was unduly long delay in  initiating action against these 
parties. And there is no justification a t  all for this "very poor 
drafting". 

As admitted by the Secretary of the Ministry, barter deals have 
led to all kinds of abuses. In view of this it requires a serious con- 
sideration on the part of the Government whether such deals should 
be allowed and if so under what circumstances and through what 
agency. In the opinion of the Committee such deals should 
normally be handled directly by the S.T.C./M.M.T.C. They would 



recommend that after a careful examination Government should 
enunciate a clear policy in  the matter. 

The Committee are alarmed to note that there is an appalling 
state of affairs so far  as the issue of import licences and maintenance 
of records thereof by the office of the Iron & Steel is concerned. 
These import licences were neithsr machine-numbered; nor proper 
records were maintained in the office of the Iron and Steel Control- 
ler. The registers maintained for this purpose did not bear attesta- 
tion of the entries made by any officer. Further, no uniform pro- 
cedure was followed by the regional offices of the Iron and Steel 
Controller in allotting numbers to import licences, etc. 

The Committee regard this state of affairs as very serious as 
this can lead to many complications. They desire that the proce- 
dure regarding maintenance of records of issue of import licences 
in the ofice of the Iron and Steel Controller and its branches should 
immediately be examined in consultation with Audit and suitable 
remedial measures taken. 

The Committee are not entirely satisfied with the presel~t 
system of pricing and distribution of imported steel. So far as pric- 
ing is concerned, the Iron and Steel Controller mainly relied 0:. 

Metal Bulletin prices. This was objected to by Audit but tho 
Department still felt that the hletal Bulletin was a reliable guide. 
In some categories, however, like stainless steel, even this guide viz. 
Metal Bulletin prices was not available. The basis adopted in 
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fixing stainless steel prices was unsatisfactory inasmuch as compe- 
titive quotations were obtained through interested ~ a r t i e s  and not 
through independent sources. The Committee. therefore, feel 
that during the period of so many years of its existence, the office 
uf the Iron and Steel Controller should have evolved more reliable 
and rational method regarding pricing of the material involved in 
barter deals. As regards the distribution of the imported steel, the 
Committee were given to understand that after about 120 days 
of the import of materials, the importers are permitted to sell it to 
the quota?holders. The Committee feel that some check should 
be exercised by the office of the Iron and Steel Controller on such 
releases of steel to the yuota-holders by the importers so as'to avoid 8: 
any possibility of the sale to unauthorised persons. 

81 4.1  a8 Minirsry of Iron & Steel The Committee are unable to understand the circumstances 
under .which the Minister changed his previous orders so soon that 
the dusiness suspension with M/s. Aminchan3 Pyarelal group of 
firms should not be communicated to other Government Departments. 

The Committee find that in quite a few cases the parties 
imported materials either without any valid licence or without any 
licence at all. It seems that the parties took the office of the Iron & 
Steel Controller for granted to issue them any licence whenever they 
required etc. In the case of M's. Amin Chand Pyarelal and 
Apeejay (P) Ltd., (this case has been dealt with separately also) 



there were no import licences and the consignments were considered 
as unauthorised imports. Even then the office of the Iron & Sted 
Controller granted C.C.Ps. (without exchange .control copies 
for remittance) and permission for storage in their godowns. 

The Committee feel that the granting of C.C.Ps. in these cases 
was irregular and action should have been taken against the parties 
under the Import and Export (Control) Act, 1947. 

The Committee also fail to understand how the shipments of 
the materials in the case of M/s. Ram Krishan Kulwant Rai took 
place in June, 1961 when barter import licence was given on 7th 
August, 1961 and in the case of M/s. Arnin Chand Pyarelal (transac- 
tion through the S.T.C.) the shipment of all the consignments took 
place in November 7, 1960, when the import licence were issued 
in February 6, 19a .  The Committee feel that the shipment of the 
materials before the sanction of the import Licence was a clear case 
of unauthorised import and action should have been taken under 
the Sea Customs Act and Import and Export (Control) Act, 1947. 
The condonation of these irregularities regarding shipments made 
prior to the issue of import licences by the Iron & Steel Controller 
was in the opinion of the Committee, a serious lapse. 

I t  is strange that unauthorised imports have mainly k e n  made by 
the same group of firms and they had been condoned by the office 
of the Iron & Steel Controller. The Committee would recom- 

- - mend that Government should go into all these cases and find out 
the precise reasons for these irregularities so as to plug loopholes, 
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if any, in the existing regulations to avoid recurrence of such cases. 

In this case, M/s. Apeejay (P) Ltd. imported materials worth 
85 4'1.13 Ministry of Iron & Steel Rs. 9 lakhs without any import licence. When this unauthorised 

material was caught by the customs, the party was able to  get it 
released by getting a custom clearance permit from the Iron & Steel 
Controller. What is most objectionable in  this case is that the Iron 
& Steel Controller disregarded the views of the Government Solicitor 
and Assistant Director of Shipping and issued the custom clearance 
permit in favour of the party. But for this C.C.P. the goods would 
have been confiscated by the customs and action could be taken 
against the party under the Import & Export (Confrol) Act, 1947. 
Another d;squieting feature of this case is that even when the party 
undertook to re-export the material imported unauthorisedly, they 
made a false declaration regarding the weight of the material etc., 
and the officers of the Iron & Steel Controller Organisation gave a false 
certificate certifying accuracy of the quantity declared. 

The Committee feel that there were several lapse in this case 
which are as follows: 

(1) The application of the firm dated 12th October, 1961 was 
vague and incomplete as they left column No. 4 regard- 
ing No. and date of the import licence against which 
shipment was made, blank. 



(2) The C.C.P. was issued by the Iron & Steel dontroller 
inspite of the objections raised by the Assistant Director 
of Shipping and the Government Solicitor. 

(3) Reexport itself was a concession to the parties as other- 
wise the goods should have been confiscated. 

(4) The Office of the Iron & Steel Controller did not carry 
out weekly inspection of the goods in the godowns of 
the firms, as contemplated in their own instructions on 
C.C.P. 

(5) There was a false declaration at the time of r e - e q r t  by 
the party and there was also a false certificate of -the 
inspector of the Office of the Iron & Steel Controller. 

(6) No enquiry regarding payments in foreign exchange as 3 
well as other matters connected with this case have been 
carried out. Apparently there was a connivance of the 
Office of the Iron & Steel Controller in  the whole transac- 
tion. 

The Commiftee regret to note that the action of the Office of the 
Iron & Steel Controller in this case left much to be desired. 

Since these parties have the'r own shipping line, the Committee 
feel t h ~ t  this should have cautioned the Office of the Iron 
& Steel Controller about the 2ossibility of manipylation in manifest 
and bills of lading. But they regret to note that no notice of this 
seems to have taken by the Iron & Steel Controller. 
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89 4.157 Ministry of Iron &' Steel The party MIS. Khemchand Raj Kumar did not complete its 
export obligation. Against kxpected exports of Rs. 23.93 lakhs, 
they made actual exports of Rs. 7'33 lakhs only. They did not pay 
any heed to orders of the office of the Iron & Steel Controller in 
this regard. On the other hand they had shown impolite behaviour 
in correspondence with the 1ron & Steel Contrpller. Inspite of this, 
the firm was given not onl-.- 2 industrial licences for setting up tin 
plate plants in 1963 and 1964, but also imported raw material was 
released even before the plant went in production without asking 
them to fulfil their past obligation regarding exports of semis. To 
say the least this was all very strange. 

W 
4 The Committee fail to understand how these special favours 0 

have continued to be shown by the office of Iron & Steel Controller 
to these groups of firms for so long. 

The Committee are constrained to observe that Government 
had not taken a serious view of these objections; had they taken 
proper and timely action on the recommendations made by the Public 
Accounts Committee in their earlier reports, the loss to Government 
could have perhaps been avoided by stoppage of dealings with this 
group of firms. 

The Committee have already discussed in detail the various 
lapses which took place at different stages in respect of these barter 
deals. The main idea behind these barter deals was to export semi- 



finished steel like billets, ingots and slabs etc., and to earn foreign 
exchange with a view to import finished steel. Very won the Gov- 
ernment deviated from this idea and they started allowing pre- 
imports. The various conditions prescribed by the Ministry of 
Finance for permitting pre-imports were diluted, may not be deli- 
berately, by the Department of Iron & Steel. Whereas the Minis- 
try of Finance had clearly stated that there should be a firm export 
contract, the office of the Iron & Steel Controller understood the 
same, from the instructions communicated by the Department of 
Iron and Steel, as merely a sales contract with H.S.L. Even this 
condition regarding verification of contract with the H.S.L. was not 
kept in view by the office of the Iron & Steel Controller in a number 
of cases and they had to cancel such barter deals later. In one case 
(M/s. Ram Krishna Kulwant Rai) even an import licence worth % 
over Rs. one crore was issued to that party without such verifica- " 
tion. To say the least, the Iron & Steel Controller did not follow 
the instructions issued by the Department of Iron & Steel in their 
letter dated 2nd February, 1960. All this resulted in the failure of 
the parties to e m  foreign exchange worth Rs. 236.60 lakhs. 

-do- Another mani condition laid down by the Department of Iron & 
Steel was to get the irrevocable guarantee to the extent of 15 per 
cent of the value of import licence. Due to various reasons which 
the Committee have already discussed in details, the Iron & 
Steel Controller got only limited and conditional guarantees. Even 
these limited and conditional guarantees were not-pursued properly - .-..- Go (Mi) LS-31. 



- - - - - 
so fw as their e n f m m e n t  was concerned; with the result that they 
eapit.ed and the Government could not forfeit them for failure of 
the parties to fulftl their export obligatisns. This resulted in a 1- 
of over Rs. 51 lakhs to the Exchequer. The Committee view 
this lass with great concern. 

4 163 Ministry of Another disquieting feature of the whole case is that e m  though 
Iron & Steel the Government was obliged to blaek-list or suspend business with 

the parties quite a number of times in the past, the Iron and Steel' 
Controller was not vigilant enough while entering mto these deals 
with them. On the other hand even special favours were shown 

W to these parties by issuing C.C.Ps. when they imported certain 2 
materials without any import licenee or by reduction of the amount 
of their hank-guarantees in anticipation of the sanction of the 
Department of Iron & Steel. Further even when the failures of the 
parties t o ~ k  place in 1960, show-cause notices were issued to them 
in April, 1964 only. The parties have not yet been p e d i s e d  depart- 
mentally or otherwise for their failures. There were thus a number 
of failw-es on the part of the Ministr-i/the office of the Iron & See2 
Controller. 

4 164 -do- There were many d d a d t s  on the part d the parties &so in 
thew deals. They failed to fuW their expert obligations attached 
to these hports. Apart from this some Q* them w e  xtspmsdW PeF 
brltr-g materials into the country without any Beeace rmd 



also m Furnishing 'false infirmation in manifest and the bills of lading. 
Many offlcers of the office of the Iron & Steel Controller (Senior1 
Junior) are involved in irregular deals with these parties. Further 
many officers of the Controller's office have after retirement/retrench- 
ment/resignation/dismissal found employment in one or other private 
firms (including those in this group) dealing with import/expo& ol 
Steel. 

-d L.- There is also a claim of over Rs. 61 Iakhs of H.S.L. against four of 
these parties. In connection with the dealings of these parties with 
the H.S.L., the Committee on Public Undertakings of 'the Pwkment 
have already recommended a thorough enquiry at the highest 
level in para 139 of their 11th Report. 

Briefly there were the following serious lapses in this ease: w 
W 

1. Issuing of instructions prescribing the conditions for pre- 
import licences in ambiguous terms by the Deptt. of Iron & 
Steel. 

2. Failure 02 the Office of the Iron & Steel C~niroller in: 

(a) verification of the existence of firm export contracts; 

(b.) taking limited and conditional bank-guarantees. in place 
of absolute bank-guarantees; 

(c) not watching the bank-gurantees properly and their 
renewal in time; 



- --- -- 
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(d) not enforcing the bank-guarantees; 

issue of C.C.Ps. in cases where the parties imported 
materials without any valid import licence; 

failure on the part oY the office to investigate how un- 
authorised imports were financed by these parties; 

giving of a false certificste on the bills of lading of M/s. 
Apeejay (P) Ltd. by an officer of the office of the Iron 
& Steel Controller; 

delay in taking action against the parties due to failure 
in fulfilling their contractual obligations; P- 

Apart from the above, there were other serious lapses on the 
part of the Iron & Steel Controller organisation, which have been - discussed in detail in the preceding paragraphs. 

The dealings of the parties have also not been found above 
board. They imported materials in some cases without import 
licence. They did not Fulfil their export obligations even though 
they were given pre-import licences against which they made full 
imports. The faiVlings of the parties become all the more serious in 
view of the facts that they have been given import licences worth 
about Rs. 17 crores involving cases of licences above 5 l a b s  alone 
during the years 1959-66. 



97 4.167-168 Ministry of Iron & Steel In view of the lapses which have taken place in these deals, both 
in the offices of the Government as well as on the part of the parties, 
these cases require a thorough probe. In the case of the of 
the Government, the Committee also desire that r&ponsibility 
should be fixed for the various lapses. The C o w i t t e e  therefore, 
suggest that these cases should be investigated by a high powered 
C,ornmittee which should consist of a person of the stab of a High 
Court judge; an officer from the office of the Comptroller & Auditor 
General of India; an officer from the Central Board of Revenue well- 
versed in Customs Law, Import and Export (Control) Act 1947 and 
Income-tax Law. This high powered committee should be suitably 
assisted by an agency expert in investigation of the cases. 

This high-powered Committee should investigate the various 
lapses which have been dealt with in this report in all the preceding 

' paragraphs. 

The Committee also desire that pending the fulfilment of ex- 
port obligations attached to these import licences, or the completion 
of the above investigation (which ever is earlier), the Government 
should suspend all further dealings with the defaulting firms, as 
was envisaged in the Ministry's policy letter dated the 2nd Feb- 
ruary, 1S60. 



S1. Name of Agent SL %.? No. 
Nune  of Agent &FQCY 

No. No 
* ___  I -___ -I_ \ 27. Bahrec Brothers, 188, 27 

Lajpatrai Market, Delhi-6. 
,f .ii? Jayana Hook Depot, Chap- 66 

% parwlla Kunn, Karol 
? Bagh, New Delhi. 

33. Boohvell, 4, Sant Nmn- 
kari Colony, Kingsway 96 
Camp, Delhi-9 . 

MANIPUR 

I.  Oxford Book &Stationcry 69 
Company, Scindia House, 
Connaught Place, New 
Delhi . 

lo. People's Publishing Home, 76 
Rani Jhansi Road, New 
Delhi . 

3 T. The United Hook Agency, 88 
48, Amrit Kaur Market, 
l'ahar Ganj, Ncw Delhi. 

3 2 .  Ilmd Hook House, 82, 
Janpath, Ncw Deihi . 95 

34. Shri N. Chaoba Sin& 
News Agent, Ramld 7 7 
Paul High Schod Annexe, 
Imphal . 

AGENTS IN  FOREIGN 
COUNTRIEb 

33. The  Secrctarv, Establish- 
ment Dcpartmcnt, The 
Ilrgh Commission of 
Ind~z ,  India Mowe. 
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