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TWELFTH REPORT OF THE COMMITrEE OF PRIVILEGES 
(FOURTH LOK SABHA) 

. I. Introduction and Proeedure 
I, the Chairman of the Committee of Privileges, having been 

authorised to submit the report on their behalf, present this Report 
to the House on the question of privilege raised by 8hri Madhu 
Limaye, M.P., againsf Sb.ti . .N.-N.·-Wancho.Q.l. former seCretary~"De':'-·"" 
~fine~el, Shri S. C. Mukherjee, the then Deputy 
Iron and Steel Controller, and certain other Officers of the Depart-
ment of Iron and Steel for allegedly giving false evidence before the 
Public Accounts Committee. 

2. The Committee held eight sittings. The relevant minutes of 
these sittings form part of the Report. 

3. At their second sitting held on the 16th July, 1969, the Com-
mittee decided that the assistance of the Public Accounts Committee 
might be sought to ascertain their views whether any false evidence 
had been given before that Committee in the matter as alleged and, 
if so, by whom and in what respect. 

4. At their fourth sitting held on the 27th April, 1970, the Com-
mittee noted the findings of the Public Accounts Committee con-
tained in their Report, furnished to the C1aairman of the Committee 
of Privileges by the Chairman of the Public Accounts Committee in 
response to the former's letter on the question of privilege. 

5. At their fourth to eigth sittings held on the 27th April, 5th and 
13th May, 18th August and 17th October, 1970 the Committee deli-
berated on the matter and arrived at their conclusions. The Com-
mittee authorised the Chairman toflnalise their report on the 
matter on the lines of the conclusions arrived at by the Committee 
and to present it to the House. 

n. Facts of tbe Case 
6. On the...6.!h March, 1969, Shri Madhu Limaye, M.P. moved! the 

following moti~n' iIi tlie'House:-~ 
"That the question of privilege against Shrl N. N. Wanchoo, 

former Secretary, Department of Iron and Steel, and Shri 
S. C. Mukherjee, then Deputy Iron and Steel Controller, 
for allegedly giving false evidence before the Public 
Accounts Committee, be referred. to the Committee of 
Privileges." 

1 L. S. Dcb.dt.6-3-Jg69. CC.2Ig-226. 
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7. While raising the question of privilege, Shri Madhu .a..tmaye 
stated2 inter alia as follows: 

"On the basis of irrefutable evidence, I accuse the former 
Secretary 'Of the Steel Ministry Mr. Wanchoo, and Mr. 
S. C. Mukhrjee, former Deputy Controller of Iron and 
Steel of fabricating false and misleading briefs and giving 
false evidence before the most important Committee of 
Parliament, namely, the Public Accounts Committee. 

It was during the hearing by the Public Accounts Oammlttee 
in the notori'Ous Steel Barter and pre-import cases involv-
ing Aminchand Pyarelal. Ramkrishna Kulwantrai and 
other allied firms, that Mr. Wanchoo, in the presence Cof 
Mr. Mukherjee gave false evidence. 

The Sub-Committee of the Public Accounts Committee en-
quired8 of the Ministry of Finance as to what conditions 
they had laid down for the Ministry of Iron and Steel 
while agreeing to the proposal for the issue of pre-;import 
licences. 

The Joint Secretary of the Ministry of Finance said that they 
had laid down twO' conditiom: 

(a) There should be a firm export contract and the Bank 
should ensure that foreign exchange realised would be 
actually remitted to India; and 

(b) the firms should provide 15 per cent bank guaraRk!e. 

Clarifying the expression 'firm export contrad' the Joint Se-
cretary, Finance, said that the Ministry m.eant 'ccnlraet 
with a foreisn bUyer'. 

On the basis of this information, the Sub-Committee of the 
Public Accounts Committee proceeded to examine Mr. 
Wanchoo, who was tlren the Steel Secretary. The Com-
mittee asked Mr. Wanchoo whether the Steel ContrAller 
understood the above conditions and ~k' implielrtfo1m 
correctly. Mr. Wanchoo replied: 

'The instructions of the Ministry left some room for different 
interpietations .... I feel the instructions of the Ministry 
were not M clear as they ought to have been on this 

partlcul'ar point viz. what was intended'. 

• Ori,inal in Hindi. 
• Su AppendIX I. 



3 
'The Sub-Committee enquired if there wu any m.is--UI1derstand-

ing on this point between the' Economic Mairs Depart-
ment and the Ministry of Iron and. Steel, the Searetary, 
Ministry of Iron' and' Steel stated: 

CJ would not say that. The Ministry of Iron and S.teel do not 
seem to have translated the instructions of the Economic 
Affairs Department in clear and unambiguous terms.' 

n was because of this evidence that the Publ1c Accounts Cbm-
mittee was misled into making the fOllowing observation 
111 its 50th Report, para 4.35 at page 62: 

'The Sub-Committee regret to observe that these views of 
Ministry of Finance were not communicated in clear and 
unambiguo\¥ terms by the Department of Iron and 
Steel ...... The Sub-Committee cannot but deprecate in 
strongest words this failure on the part of the Iron and 
Steel Ministry.' 

Now my contention is that the whole story weaved by Mr. 
Wanchoo about ambiguity, about two possible interpreta-
tions as also about not translating and conveying properly 
the Finance Ministry's instructions to the Steel Control-
ler is a concoction pure and simple. There was absolutely 
no basis for this statement. What is more important is that 
Mr. Wanchoo knew that there was no basis :for making this 
observation. And yet Mr. Wanchoo, in the presence of the 
then Deputy Steel Controller Mr. S. C. Mukherjee and 
many other officers from the Ministries of lI'inance, Iron 
and Ste.el and Heme Affairs and Additional Auditor Gene-
ral of India, deliberately gave false evidence, suppressed 
the true facts, and misled the Publie Accounts Committee 
and the Parliament. This win become clear from the 
letters exchanged between the Ministry of Steel on the 
one hand and the Steel Controller on the other ..... . 

From this exchange it will become clear. that the question of 
interpretation and· real intention was raised by Mr. 
Mukherjee himself be<:ause as he has himself admitted, a 
number of parties such as notorious Aminchand P3!arelal 
were pressini him. 

Now having sought the clarification and got it in the mest un-
ambiguous and clea.rest possi91e telmS, the Steel: Con-
troller violated the instructioDS of the Finance MiaWtJIy'. 
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properly translated and conveyed by the Steel Ministry t() 
the Steel Controller. 

Not only this. While appearing before the Public Accounts 
Committee they deliberately suppressed this evidence on. 
the files and successfully misled the Public Accounts 
Committee into absolving the Steel Controller of all res-
ponsibility in the matter ..... " 

8. The Minister of Steel and Heavy Engineering (Shri C. M. Poo-
nacha) speaking on the motions, stated as follows: 

"Shri N. N. Wanchoo, lCS, former Steel Secretary, appears to 
have committed certain errors in furnishing information 
to the Public Accounts Committee about certain matters 
of 1960, five or six years later. It has, however, to be 
pointed out that Shri Wanchoo took an early opportunity 
to bring the error to the notice of the Public Accounts 
Committee when the first action report on the recom-
mendations of the Public Accounts Committee was sent 
to that Committee. During the investigation by the Com-
mittee of Enquiry on Steel Transactions, headed by Shri 
A. K. Sarkar, Shri WancbQ'o referred again to the errors 
and made no attempt to conceal them. The Sarkar Com-
mittee. did not draw any adverse inference against Shri 
Wanchoo. One of the members of the Committee, however, 
in his dissenting note expressed the view that Shri Wan-
choo had been misled by Shri Mukherjee but even that 
dissenting member did not make any observation against 
Shri Wanchoo. 

Adverse observation having been made by a dissenting mem-
ber of the Sarkar Committee against Shri Mukherjee and 
the matter raised being one. of privilege, it is in the interest 
of all concerned that possible doubts about Shri Mukher-
jee's conduct should be looked into by the Privileges Com-
mittee. The case of Shri Wanchoo does not contain even 
this element of doubt but since his case is closely interlink-
ed with that of Shri Mukherjee, Government would have 
no objection to the cases against both of them being re-
ferred to the Committee of Privileges." 

9. The motion moved by Shri Madhu Limaye was then adopted 
by the House and the matter referred to the Committ~ of Privileges 
on the 6th March, 1969. 

10. Relevant extracts from the minutes of the sitting of the Sub-
Committee of the Public Accounts Committee held on the 10th March~ 
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1966, when ~hri N. N. Wanchoo gave evidence· before the Sub-Com-
mittee, which were laid on the Table of Lok Sabha, are reproduced 
at Appendix I. 

11. The Public Accounts Committee in their Fiftieth Report had 
reported, inter alia, as follows: 

"4.167. 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 officers of the Government, the 
Sub-Committee also desire that responsibility should be 
fixed for the various lapses. The Sub-Committee, there-
fore, suggest that these cases should be investigated by a 
high powered Committee WhICh should consist of a person 
of the status of a High Court Judge; an officer from the 
office of the Comptroller and 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. 

4.168. This high-powered Committee should investigate the va-
rious lapses which have been dealt with in this report in 
all the preceding paragraphs ...... " 

12. In this connection Shri Madhu Limaye submitted to the Chair-
man, Committee of Privileges, a statement4 on which his speech in 
the House on the 6th March, 1969 was based. 

13. Subsequently, on the 22nd March, 1969, Shri Madhu Limaye 
submitted to the Speaker, Lok Sabha,' another noticell on the same 
subject in respect of other cognate matters, in which he desired that 
the matter be referred to the Committee of Privileges. 

14. The Speaker directed on the 24th March, 1969 that this matter 
also be considered by the Committee of Privileges along with the 
previous reference made to the Committee by the House earlier. 

15. In his notice dated the 22nd March, 1969, Shri Madhu Limaye 
had pointed out that false evidence had been given before the Com4 
mittee on Public Accounts on the following additional counts: 

(i) The date on which the Iron & Steel Controller became 
aware of the omissi<m that occurred in the matter of issue 

.Verbatim record of the evidence was not laid on the Table of Lot Sabha. 
• SuAppendix II. 
I Set' Appendix III. 
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.,t pre-import licence to Mis. Ram Krishan kuiwant Rai, 
without their fulfilling the condition ot having an export 
contract. 

(ii) The figures about the imports allowed after the discovery 
of the mistake. 

(iii) Revision of the form of guarantee bond. 

16. In regard to these three issues, Shri Madhu Limaye had stated 
ill his notice inter alia as follows:-

(I) (a) "In the 50th Report of the Public Accounts Committee 
(Third Lok Sabha) it will be seene 'that the Committee 
had asked Mr. S. C. Mukerjee to tell them as to when their 
attention was drawn to the fact that Mis. Ram Krishan 
Kulwant Rai had been given import licences without their 
having any export contract. 

Mr. Mukherjee's reply was that the 'mistake' came to his no-
tice when his attention was drawn to this by the Hindus-
tan Steel Limited and that this was some time in the month 
of November, 1960. He did not mention any precise date . 

... ... ... ... ... 
11 is interesting to note that the story about some November 

1960 date reappears in the 56th Report of the Public Ac-
counts Committee (Third Lok Sabha).. Even at that stage 
all that the Committee was told was that the 'mistake' was 
brought to the notice of the Secritary earlier than 13th 
November, 1960, namely on 2nd November, 1960 at New 
Delhi. The Committee has blamed too Secretary for not 
initiating corrective action after his attention was drawn 
to this lapse.7 

The fact, however, is that the 'mistake' was pointed out by 
Hindustan Steel Ltd. not once but twice. On both occasions 
Mr. Rao of H.S.L. seems to have spoken to Mr. Mukherjee 
on the telephone about the absence of export contract and 
confirmed the talk subsequently in two letters addressed 
to Mr Mukherjee. 

The first of these two lette.fs was written' on 26th August, 1960 
and the second on 25th October, 1969.9 A comparison of 

• Su Appendix IV. 
, SeeAppendixV. 
• SeeAppendixVI. 
• See Annexure to Appendix VI. 
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tile contents of these two letters would show that they 
were identical in all material respects. Thus the informa-
tion given to the Public Accounts Committee that it was 
only some time in November that the 'mistake' was first 
pointed out to him by the H.S.L. was absolutely false. 
Even after the 'discovery' of this 'mistake', Mr. Mukherjee 
was not perturbed; he, in fact, told Mr. Rao not to worry 
and that he would arrange for the firm's export of ore to 
cover the forejgn exchange involved in import6." 

(b) "In Part II (Appendices) to the 56th Report of the Public 
Accounts Committee mentioned above, there is a note10 

by Mr. N. P. Mathur, Joint Secretary of the Ministry. Mr. 
Mathur has stated 'the mistake came to light in November, 
1900'. 

'!'~i8 is in conformity with the oral statement of Mr. Mukherjee 
before the Public Accounts Committee. It would thus 
appear that Mr. Mathur has also repeated the misleading 
and erroneous statement of Mr. Mukherjee. All these state-
ments and assertions misled the Public Accounts Commi-
ttee into holding that the 'mistake' came to light only on 
the 2nd November, 1'960. 

Part II (Appendices) to the 56th Report of the Public Ac-
counts Committee contains two other notes On the subject 
viz. (i) by Mr. T. Swaminathan; Secretary to the Steel 
Ministry and (ii) by Mr. S. Sabay, Iron and Steel Con-
troller (vide pages 14-32 and pages 33--57). 

In para 3 of Mr. Swaminathan's note lIand page 34 of Mr. 
Saha~s note,12 it has been said th8t the 'mistake' was 
painted out by H.S.L. to Mr. Mukherjee on 25th Octo-
ber, 1960. It is a matter fo.r inquiry as- to why these two 
offieers did not refer to H.S.L.'s eal'lier letter of 26th 
August, 1960, when the 25th Octoher 1960 letter itself has 
referred to H.S.L.'s earlier letter of 26th August, 1960.18" 

(II) "It will also be clear from tbe Public .A:ecOUJllts Committee's 
observations'4 in pats· 4.41 of fbetr 50th Report tbat the 

10 See Appendix VII. 

11 See Appendix VIII. 
II See Appendix IX. 
11 See Annexture to Appendlx YX 

U See Appendix X. 
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Public Accounts Committee had been informed by the-
witness that the 'bulk of imports' had already been made 
by the said firm before the 'mistake' came to their notiCle. 
It appears from page 267 of the Sarkar Committee's Report 
(Mr. Padhi's note of dissent) l~ that Mr. Mukherjee bad 
informed the Sarkar Committee that he-the Deputy Steel 
Controller-had given exact figures to the Public Accounts 
Committee. He had told the Committee that Rs. 95 lakhs 
worth of steel had already been imported when the 'mis-
take' was brought to his notice and that only Rs. 3.9 lakhs 
worth of steel had been imported after the 'mistake' was 
detected. 

'" '" '" '" '" 
The figures about imports allowed after the discovery of the 

'mistake' cited by Mr. Mukherjee before the Public Ac-
counts Committee are also at variance with the facts 
brought out in Mr. Padhi's Note of Dissent to the Sarkar 
Committee's main Report. Taking 26th August, 1960 as the 
correct date on which the 'mistake' was pointed out by 
H.S.L., the value of impart for which Customs Clearance 
Certificates were issued subsequent to this date was 
Rs. 8994605 (page 271 of the Sarkar Report, Part I) .'6 The 
value of imports which were cleared through the Customs 
after 25th October, 1960 was Rs. 2694768 (vide Para 5.48, 
page 270 of the Sarkar Committee Report),17 However, 
Mr. Mukherjee deliberately misled the Public Accounts 
Committee by saying that the imports cleared after the 
'mistake' was discovered amounted to only Rs. 3.9 lakhs." 

(lTI) ....... specific instance of false evidence before the Public 
Accounts Committee (Third Lok Sabha) consists of two 
false statements or suggestions: 

(a) The Public Accounts Committee was told in evidence 
that the Central Government Solicitor at Calcutta in 
drafting the form of the guarantee bond tookl ' the view 
that no bank would agree to give an absolute guarantee 
in the manner outlined by the Ministry's letter of 2nd 
February, 1960 (pages 233-34, 50th ~port of the Public 
Accounts Committee). 

II SIt Appendix-XI 
l' S't Appendix XII. 
17 Ibid. 
II S" Appendix ;XIII and its Annexures. 
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(b) That the form of the guarantee bond as actually drafted 
by the Solicitor was adopted by the Deputy Chief Con-
troller (pages 73-74 of the 50th Report),'11 

These two false statements/suggestions led the Public Ac-
counts Committee to make an adverse comment on the 
work of the Central Government Solicitor at Calcutta 
(page 74 of the 50th Report).20 

The truth, however, is that the Central Government Solicitor 
never had any occasion to take the view attributed at (a) 
above because the form of the guarantee bond which was 
drafted by him completely fulfilled the stipulation of the 
Ministry in the letter mentioned above. His form made 
the guaranteed amount forfeitable simply on failure to 
export the specified quantity of semis within a specified 
number of months from the date of the execution of the 
bond. The forfeiture was relatable solely to failure to ex-
port within the specified period from the date of the exe-
cution of the bond. 

It was Mr. Mukherjee who made alterations in the form of 
the guarantee bond secretly, without letting anybody know 
that he had made these vital and, what eventually proved 
to be, fatal alterations. The effect of these alterations wa~ 
to make the guaranteed amount forfeitable only if there 
was failure to export within three months frmn the date 
of delivery of the semis by H. S . L. Thus with one stroke 
Mr. Mukherjee made the guarantee of forfeiture depen-
dent on settlement of all disputes concerning delivery of 
the quantities of requisite quality by the H.S.L. to the 
barterer. On top of it, Mr. Mukherjee acquiesced in the 
Bank's limiting their liability to fixed periods of time with-
out reference to delivery of semis. 

Even before the Sarkar Committee Mr. Mukherjee appears to 
have tried in th,e beginning to conceal the fact that he had 
made certain important alterations in the fonn as drafted 
by the Solicitor. It was only on the second day of his 
examination by the Sarkar Committee that Mr. Mukherjee 
admitted, on persistent questioning that he had tinkered 
with the form of guarantee bond. This has been clearly 
brought out by Mr. Padhi at pages 231 to 243 in his Minute 

n Ibid 
.. Ibid. 
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of Dissent attached to the report of the Sarkar Committee 
(vide para 4.13 at page 239) .21 The majority report has 
not contradicted these observations of Mr. Padhi, Mr. 
Padhihas also brought out at page 262 (Sarkar Report) 
that Mr. Mukherjee had even concealed the changes made 
by him in the bond from his own Chief, that is, Mr. Bam, 
~he then Controller of .Iron and Steel, Mr. Padhi has fur-
ther observed that Mr. Mukherjee neither disclQ'Sed the 
correct position about the form of the guarantee bond to 
Mr. Wanchoo." 

(IV) "From all this it will be seen that Mr. Mukherjee has been 
guilty of the very very serious offence of giving false evi .. 
dence before the Public Accounts Committee in several 
material respects deliberately and wilfully .... three other 
officers are prima facie found to be guilty of giving false· 
information to the Public Accounts Committee namely, . 
. Messrs N. P. Mathur, T. Swaminathan and S. Sahay." 

17. The Committee called for factual comments from the Minis-
try of Steel and Heavy Engineering on the notice dated the 22nd 
:tJIarch, 1969, received from Shri Madhu Limaye. The comments re-
ceived from the Ministry are reproduced at Appendix XV. 

'18. The factual position in respect of the said three issues raised 
by ShriMadhu Limaye, M;P., is as follows:-

I. Alleged fa.lse evidence rega.rding the date on which the Iron and 
Steel Controller became aware of the omission that occurred in 
the matte!1' of isS1U of pre-import licence to Mis. Ramkrishan 
Kulwantrai without having an import cont7'act. 

(i) In the minutes of the sitting of the Sub-Committee 'of the 
Committee on Public Accounts held on the 11th March, 1966 (laid 
on the 'Table df Lok Babba on the 26th April, 1966) when, among 
others, Shri N. N. Wanchoo, then Secretary Ministry of Iron and 
Steel and Shri S. C. Mukherjee, then Deputy Iron and Steel Con-
troller, Were examined, it has been stated inter alia as follows: 

4'ln the case of one deal entered into with Mis. Bam Krishan 
Kulwant Rai in May, 1960, import . licence worth Rs. 98.98' 
lakhs was st.tedto have been issued inadvertently (in 
June 1980) before aaeertaining that there was a valid con-
tract for exports between the HSL and the party. Subse-
quently, 'when (in November, 1960) this mistake was 

II SH /\ppendix IV. 



11 

found efforts were made to persuade HSL to make avail-
able the semi-finished steel for export and HSL agreed 
to finalise the contract with the party." 

(ii) In the minutes of the sitting of the Committee on Public Ac-
counts held on the 18th August, 1966, which were laid on the Table 
of Lok Sabha on the 23rd August, 1966 when, among others, Shri 
T. ,Swaminathan, then Secretary, Ministry of Iron and Steel and 
Shri S. C. Mukherjee then Deputy Iron and Steel Controller, were-
examined, it has been stated inter alia as follows: 

liThe Committee asked the Secretary, Ministry of Iron and 
Steel as to when the mistake or irregularity of ieuing im-
!,ortlicences of about iRs. 101 lakhs without ensuring a 
contract with the H.S.L. committed in the oflke of the 
Iron and Steel Controller came to the notice of the then 
Secretary. The witness stated that from the material that 
was available to them, they were of the view that the 
then Secretary came to know of this on 13th November, 
1960. There was, however, a record of a note of conversa-
tion on 2nd November, 1960 or so in the Iron & Steel Con-
troller's file. But so far as they had been able to look 
into the Ministry's record, there was no note kept of the 
conversation of 2nd November, 1960. The Committee 
pointed out that there was also no record of the discussion 
of the 13th November, 1960 which the then Secretary had 
with the then Iron & Steel Controller and the then Chair-
man, HSL at Dum Dum Airport. The Secretary stated 
that the discussion was followed immediately, i.e. the 
neet day on 14th November, 1960 by a letter from the 
Iron & Steel Controller to the Chairman H.S.L., a copy 
of which was also endorsed to the then Secretary. The Co~ 
mittee asked if the letter of 14th November, 1960 could be 
regarded as a proper record of discussion in flO far as that 
letter mentioned many things and one of them was this 
interview with the Secretary. The Seeretary replied: 'It 
is not a common record of interview'. He also stated that 
it did not appear to be a formal meeting at which the mi-
'DUtes would be recorded. The Committee pointed out 

• 

that the question was not whether the meeting \\ as for-
'mai or not but whether any record of this meeting was 
kept. The witness stated: 'In the sense you seem to think 
of the record, no record was kept' . 

• • • • • 
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tl'he Committee asked the Secretary whether it was on 2nd 
November or 13th November, 1960 that the then Secre-
tary first came to know of this irregularity and how it 
was brought to his notice. The Secretary, Ministry of 
Iron & Steel stated that there was no evidence on the file 
except the letter dated 14th November, 1960 written by 
the then Iron and Steel Controller to the then Chairman, 
H.S.L. and copy to the then Secretary . 

• • • • 
The Committee further pointed out that on 31st August, 1960 

the Deputy Iron & Steel Controller had made a noting in 
his file as unde.r: 

"I want a complete accounts of import licences issued to the 
firm and details of the corresponding export arrange-
ment made by them. Immediately p'lease. 

Asked if he got the report, the Deputy Iron & Steel Controller 
stated that a report in this respect did not come to him 
finally and he also forget about it." 

(iii) In this connection, the Ministry of Steel and Heavy Engi-
neering had stated, in their comments, inter alia as follows: 

"With regard to the question of when the mistake (relating 
to the issue of import licence to Mis. Ramkrishan Kul-
wantrai without ensuring that they had finalised the con-
tract with Hindustan Steel Ltd.) came to notice, it may 
be mentioned that the first reference to it was made in 
Shri S. C. Mukherjee's note in file No. CP IRKK/32/60 
dated 26th October, 1960, wherein he admitted that a seri-
ous lapse had occurred. In this note, Shri Mukherjee re-
ferred to a telephone conversation that Shri H. R. S. Rao, 
Assistant Sales Manager of Hindustan Steel Limited had 
with him on the previous day, when Shri Rao had brought 
the matter to his notice. This conversation was also re-
ferred to by Shri Rao in his letter of 25th February, 1961, 
to Hindustan Steel Li~ited's Head Office at Ranchi, 
wherein Shri Rao had stated that he had conveyed to 
Shri Mukherjee in August, 1960 itself, that he had learnt 
by accident from the representative of MIs. Ramkrishan 
Kulwantrai that the party had been able to secure pre-
import licence for approximately, one Crore of Rupees, 
without having entered into a contract with Hindustan 
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Steel Limited. Shri Rao, however, added in that iett. 
that Shri Mukherjee, durjng the course of this telephone 
conversation had mentioned to Shri Rao that there was 
nothing to worry about, as it would be possible to get 
the party to export, if not the semis, some other items 
lilte ores. It must be remembered at this stage that an 
earlier barter deal with MIs. Ramkrishan Kulwantrai for 
the export of 5,000 tons of slabs and the import of finished 
steel had been approved by the Steel Controller and a 
contract had been entered into by the party with HSL. 
Shri Mukherjee who was asked by the Sarkar Committee 
whether Shri H. R. S. Rao had told him on ttle 26th 
August, 1960 -as he claims to have in his letter of 25th 
February, 1961, explained that he came to know of the 
lapse only on 25th October, 1960 from Shri H. R. S. Rao, 
as recorded by him (Shri S. C. Mukherjee) in his note of 
26th October, 1960. The position is that there were two 
barter transactions for semis which MIs. Ramkrishan 
Kulwantrai had proposed-one for 5,000 tons and the other 
for 25,000 tons. There is also reference to two telephonic 
conversations between Shri S. C. Mukherjee and Shri 
H. R. S. Rao, one on the 26th AugUst, 1960 and the other 
on 25th October, 1960, when these barter deals were dis-
cussed. There is no dispute between Shri H. R. S. Rao 
and Shri S. C. Mukherjee that the 25,000 tons barter deal 
was discussed on 25th October, 1960. It is only regarding 
the discussion which is alleged to have taken place on 
26-6-60 that there is a dispute. The Sarkar Committee have 
stated, with reference to the conversation of 26-8-60, that 
'this conversation may be reasonably taken to have been 
concerning a barter deal with MIs. Ram Krishan Kulwan-
trai, but which one cannot be predicted with any certain-
ty'. It may also be mentioned that a letter had been Issued 
by Shri Rao on 26-8-60 referring to the telephone conversa-
tion between Shri Mukherjee and himself and enclosing a 
copy of their (HSL's) letter dated 9-6-60 to the Iron and 
Steel Controller which related to the barter deal inV'Olv-
ing export of 5,000 tons of slabs by MIs. Ramkrlshan Kul-
.antrai. In this letter there is no mention by Shri H.R.S. 
Rao about MIs. Ramkrlshan Kulwantrai not entering 
into a contract with Hindustan Steel Limfte4 for 25,000 
tons of semis. It is also noticed that copies of all the 
letters leading to 25,000 tons barter deal from 5-5-80 to 

3104 (E) LS-2. 
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7-10-60 were marked to Hindustan Steel Limited who do 
not seem to have pointed out that there was no contract 
between Mis. Ramkrishan Kulwantrai and themselves for 
25,000 rons of semis. 

Shri Madhu Limaye has referred to the letter of Shri N. P. 
Mathur, Joint Secretary of the Ministry of Steel and to 
the letter of Shri T. Swaminathan, former Secretary of 
the Ministry and to a letter of Shri S. Sahay, Iron and Steel 
Controller. In all these cases, the reference, as will be 
noted from a reading of paras 4.39 to 4.52 <of the 50th Re-
port of the P.A.C. was to when the mistake came to light 
in the Ministry and the emphasis at that time was with 
regard to the action the then Secretary should have taken. 
This is probably why the Ministry did not refer to the 
note of Shri S. C. Mukherjee of 26-10-1960." 

(iv) In the Majority Report of the Committee of Inquiry (Steel 
Transaetions) (February, 1968), Sarkar Committee Report, it is 
stated inter alia as follows:-

"7.3. It wiN have been noticed from the facts earlier stated 
that at the time of issuing the pre·import licences, the 
Iron and Steel Controller's office had no information at all, 
This is probably why the Ministry did not refer to the 
from the Hindustan Steel Limited, that a contract for the 
sale of the required quantity of semis had been entered in-
to between Ramkrishan Kulwantrai and Hindustan Steel 
Limited for the purpose of acquiring the materials to be 
exported under the barter deal. In fact, there was no 
such contract at aJI at this stage, and this is admitted by 
all parties concerned. The question that will have to be 
examined is how this fault came about and whether res-
ponsibili.ty can be fixed on any particular officer or party 
(or it. We will cOJ1)e back to this matter after we have 
stated some more facts in connection with this barter 
deal. 

7.4. It appears that the import licences issued under this bar-
ter deal were amended from time to time, and there were 
as many as 9 amendments between 6-6-1960 and 7-10-1960. 
Each time, a copy of the letter approving the amendment 
requested by Ramkrishan Kulwantrai was forwarded by 
Iron and Steel Controller to Hindustan Steel.Limited. Each 

r of these letters bore the subject-heading 'Export of 
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25,000 tons of slabs and blooms on barter basis in ex-
change for the import of finished 5teel.' 

7.5. Shortly prior to August 26, 1960, there appears to have been 
a telephonic conversation between Shri H. R. S. Rao, then 
Assistant Sales Manager of Hindustan Steel Limited, and 
Deputy Iron· and Steel Controller, Shri S. C. Mukherjee. 
This conversation may be reasonably taken to have been 
concerning a barter deal with Ramkrishan Kulwantrai, 
but, which one, cannot be predicted with any certainty. 
On 26-8-1960, Hindustan Steel Limited wrote to Iron and 
Steel Controller referring to the telephonic conversation 
mentioned above and enclosing a copy of their letter dated 
9-6-1960 to Iron and Steel Controller, which related to 
another barter deal with Ramkrishan Kulwantrai involv-
ing export of 5,000 tons of slabs, and later covered by 
Letter Order dated 15-6-1960. In this letter, it was 
stated that Hindustan Steel Limited had sold only 5,000 
tons of slabs to Ramkrishan Kulwantrai implying that no 
more had been sold. When the Hindustan Steel Limited's 
letter of 26-8-1960 was placed before Shri S. C. Mukherjee, 
Deputy Iron and Steel Controller, he noted on the file: 

I want a complete account of import licences issued to the 
firms and details of the corresponding export arrange-
ments made by them. Immediate please. 

Sd/- S. C. MUKHERJEE, 
31/8. 

In the margin of the file there appears a noting by Shrj G. N. Sen, 
the dealing assistant, reading:-

'Malik of Ramkrishan Kulwantrai has promised to submit the 
required statement shortly. 

Sd/· G. N. SEN, 
6/9. 

III his evidence before the Committee, Shri Sen stated that he 
had made the notes just referred to, as Shri S. C. Mukher .. 
jee had asked him to do so, and that it was not he himself 
who had any talk with Shr! Malik, but it might have been 
Shri S. C. Mukherjee, who' had that talk, a statement whIch 
Shri Mukherjee, in his evidence, wu not in a position to 
contradict categorically. 
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However, it is not disputed that a complete account of import 
licences issued to Ramkrishan Kulwantrai was not sub-
mitted to Mukherjee either by the officer or by Malik. 
Mukherjee's evidence was that he had C'Ompletely for-
gotten this matter as he had relied on his subordinates, 
whose duty it really was to see that the directions were 
carried out. The next event that is worth referring to in 
this connection is the noting in file No. CPjRKKI32j60 by 
Shri S. C. Mukherjee, dated 26-10-1960." 

(v) In his dissenting note attached to the majority Report of the 
Committee of Inquiry (Steel Transactions) (February, 1968), Shri 
P. C. Badhi, one of the members has stated inter alia as follows: 

"5.2. The Issues.-Shri Mukherjee claims that his lapse was 
due merely to oversight and that he did not realise his 
mistake until his attention was drawn to it orally by Shri 
H. R. S. Ra'o on 25th October, 1960. However, the follow-
ing paragraphs will reveal that Shri Mukherjee Was fully 
aware that he was issuing an import licence to PKKR at 
a time when no further contract with Hindustan Steel 
Limited for export of semis was possible. 

• • • • • 
5.7. Shri Mukherjee's entertainment of RKKR's proposal but 

rejection of others at the same time.-In reply to Shri 
S. C. Mukherjee's letter of 6th April 1960 RKKR express-
ed their desire on 8th Apri'l, 1960 for a barter proposal in-
volving 25,000 tons of slabs and ingots, if not blooms. 
Shri Mukherjee, thereupon, issued a letter order of 5th 
May, 1960 in favour 'of RKKiR saying that RKKR would be 
allowed to import certain categories of steel, without men-
tioning quantities (excepting the quantity of stainless 
steel) against export of 25,000 tons of slabs, ingots and 
blooms, without specifying the apportionment of quan-
tities of slabs, ing~ts and blooms respectively. In fact, 
the lett~r quite clearly implies that the party had no con-
tract with HSL as it says that 'prices, delivery and speci-
fications of which is to be mutually agreed by you with 
HSL at the time of conclusion of the contract with them'. 
Shri Mukherjee endorsed a copy of the letter order to the 
SIC Section (Steel Import Control Section) of hj.s office 
with the instructions 'for issue 'of import licence on appli-
cation', even though, at that time, RKKR had neither ask-
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ed for pre-import licences, nor submitted any bank 
guarantees nor even accepted the letter order. They did 
not, of course, have allY contract for export. On the very 
date he issued this letter order to RKKR, Shri Mukherjee 
was rejecting other proposals for instance ..... . 

O.B. Forgetfulness or oversight ruled out.-In the light of this 
evidence, it is impossible to believe that Shri Mukherjee 
issued this letter order dated 5th May, 1960 in favour of 
RKKR, and he did it in the full knowledge that RKKR had 
clearly a deliberate act of discrimination in favour of 
RKKR either by oversight or in forgetfulness. It was 
clearly a deliberate act of discrimination in favour of 
RKKR, and he did it in the full knowledge that RKKR had 
no contract for export with Hindustan Steel Limited. 

5.9. Awarene~s of non-existence of contract with HSL.-That 
he knew that RKKR had no export contract with Hindu-
stan Steel Limited is clear from the fact that he himself 
wrote to Hindustan Steel Limited on 23rd May, 1960 enquir-
ing whether he might issue pre-import licence to RKKR 
for a total value of 2.1 million dollars. This letter to Hindu-
stan Steel Limited was in fact special pleading cn behalf 
of RKKR. How could Shri Mukherjee have reasonably 
expected Hindustan Steel Limited to agree to this proposal 
with any show of consistency when, to Shrl Mukherjee's 
own knowledge, Hindustan Steel Ltd. was then engaged 
on the job of redUcing pre-existing offers in consonance 
with the decision to scale down all proposals as the result 
of the decision reached at the meeting of the 23rd Febru-
ary, 1960 and Shri Boothalingam's instruction of 24th 
February, 1960? Thus Shri Mukherjee was fully Ilware 
at alI material times upto 23rd May, 1960 not only of the 
fact that RKKR had no export contract with HSL 
for export of semis but that they had no chance of getting 
such a contract and to give them a barter contract at that 
stage would have been an act of favouritism. And yet, he 
was pursuing RKKR's offer and interceding on their behalf 
with the Hindustan Steel Ltd. 

5.10. Without wafting for a reply from HSL to his letter dated 
23rd May, 1960, or ascertaining the position from HSL 
either by telephone, or personal discussion or otherwise 
(if indeed he had any doubts). Shrf Mukherjee ordered 
the issue of import Hcences of the value of 2.1 million 
dollars on 6th June, 1960 in favour of RKKR by taking a 
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bank guarantee of Rs. 15.15 lakhs.... In other words. 
the departure from the wording -of the guarantee bond 
taken in all the other cases quite clearly establishes that 
even on 6th June, 1960 Shri Mukherjee was conscious that 
he was dealing with an exceptional case, that is, a case 
where there was no contract for supply of material by 
HSL, for export. Thus Shri Mukherjee's claim that he 
ordered the issue of the licence of the value of over Rs. 1 
crore by oversight (and not deliberately) is completely 
untenable. 
• • • • • 

5.20. Monthly returns from HSL furnished opportunity to 
detect absence of contract with RKKR.-On the 30th June, 
1960, Shri Ramchandran, Price and Accounts Officer of the 
Steel Controller's Office sent a note to Shri Mukherjee 
suggesting as 'a measure of precaution', that where pre-
import licences had been given, a watch should be kept 
on the deliveries of semis by HSL so that there may not 
be 'serious consequences'. Strictly speaking, this advice 
was outside the functions of the P&AO. However, his 
note became the starting point of a new file in the Steel 
Controller's office with th~. No. CPIProgress (96) 160, and 
on 1st July, 1960 Shri Mukherjee noted thereon as 
follow:-

'We should have a party-wise ledger to watch the pro-
gress. The parties should be constantly reminded 
to give us the required information.' 

Simultaneously, Shri Mukherjee requested Shri Bery of 
Hindustan Steel Limited, Calcutta, to send him IT'..cnthly 
statements of all barter contracts and the progress of deli-
veries and exports against each. Shri Bery complied with 
the request and sent the first of his monthly statemenh; 
on 19th July, 1960 shOWing the position as it stood f'n 
15th July, 1960. TJ1is statement is a short one and pre-
sents very neatly in a tabU'lar form the name of each bar-
terer, the quantity of semis or pig iron which he had to 
export, a reference to his contract No., and the progress 
of actual deliveries against eacb contract. Similar state-
ments sbowing the position on 15th Augmt, '1960, 1st Sep-
tember, 1960, etc. were sent by Shri Bery to Shri Mukher-
jee on 20tb August, 1960, 7th October, 1960 and so on. 
respectively. These statements were addressed to Shri 
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,14u.her~ by name and were seen both by him and 8hri 
Bam. The statements n_aturally did not CClltain any refer-
ence to any contract or comptitment to supply 25,000 tons 
of semis to RKKR for the simple reason that no such con-
tract existed. 

• • • • • 
5.30. In compliance with this message, 8hri Mukherjee sub-

mitted to the Ministry with his letter No. C!Progress-(96)! 
60, dated 20th October, 1960 one consolidated tabular 
statement showing export commitment (quantities and 
description of pig iron and semis), the actual deliveries of 
pig iron and semis and the quantities of steel items licensed 
for import and the actual arrivals of imports against the 
name of each firm. This was a specially compiled state-
ment. It does not show any export cCmmitm~nt of 25,000 
tons 'of semis against ~he name of RKKR nor the corres-
ponding imports for which he had issued licence'> already. 
The omission of RKKR's pre-import licenc~ case from this 
statement is significant in that its inclusion was nct strict-
ly called for by the lit~ral terms of the teleprinter mes-
sage which pertained only to "barter" 01' cash export. 
The omission implies an awareness that the imports by 
RKKR were not under any existing commitment to them 
for selling them semis for export under any barter. To 
complete the story it should be added that the only out-
come of the review in the Ministry was a note dated 2nd 
November, 1960 by 8hri Nair (Under Secretary) to the 
effect .that he was informed by Shri Mukherjee that Hin-
dustan Steel Ltd. had a lot of ingots which Hindustan 
Steel Ltd. was keeping for rolling in its own mills and 
that Mukherjee considered it more advisable to sell them 
as ingots, rather than to roll them. There is evidence to 
show that Shri Mukherjee had actually ('orne to Delhi on 
2nd November, 1960 with his Controller to explain the 
Irregularity in person to Shri Bhoothalingam and to seek 
his support for getting some semis for being given to 
RKKR so that the irregularity may be "covered up" or 
"rectified", as the case may be, according to one's point of 
view. This, no doubt, explains why Shri Mukherjee was 
taking the opportunity to convass support for his idea with 
Shri Nair. 
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5.33. How it came to light.-lt appears that Shri H. R. S. Rao, 
Assistant S'a'les Manager (Exports) in the Calcutta Office 
of HSL, had come fx:l know about this irregularity acci-
dentally, on the 26th August, 1960 from a conversation 
he had with RKKR when the latter called on him in his 
office in some other connection. It appears, RKKR men-
tioned to him that his firm had imported finished steel 
upto the value of 25,000 tons of semis to be exported by 
him. Shri Rao, it seems, pointed out to the party that 
there was no such commitment by HSL to supply 25,000 
tons of semis to him and told him that he (Shri R&o) was 
going to get in touch with the Iron and Steel Controller. 
Thereupon the party is said to have pleaded with him to 
forget the subject and not to complicate matters at that 
stage as it could be quite easy for him to arrange for a 
barter deal for export of manganese ore or some other 
'Ore of eqUivalent value. Immediately after the conversa-
tion, Shri Rao, it appears, called Shri S. C. Mukherjee on 
the telephone and mentioned to him what he had heard 
from RKKR. It seems, Shri S. C. Mukherjee did not 
appear to be perturbed; on the contrary, he told him not 
to worry and added that he (Shri Mukherjee) would ar-
range for RKKR a barter deal for export of ores which 
could cover the foreign exchange involved in the import 
licences. In spite of this assurance by Shri Mukherjee, Shri 
Rao, according to his evidence, decided that he should place 
on record the fact that there was a contract with RKKR 
for only 5,000 tons of slabs, and this he did by a letter of the 
same date (viz. 26th August, 1960) which he got from one 
of his officers (Mr. Ghosh) to write for the 'attention of 
Shri S. C. Mukherjee'. This letter No. 781CCPIRKK 
(32) 160, dated 26th August, 1960 is on record, and it 
reads:-

'With reference to Mr. Rao's telephonic conversation 
with you, I enclose a copy of our letter No. SEI 
24BI2153, dated 9th June, 1960 regarding supply of 
5,000 tons of slabs to Messers. Ramkrishan Kulwant 
Rai against our original offer of 20,000 tons of slabs 
to the party. 

In this connection, I have to inform you that we have 
sold only 5,000 tons of slabs to the party against 
their enquiries for slabs and blooms' . 

. It is the discovery of this letter in the files of the Steel 
Controller that has led our Committee to ascertain the 
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context in which it was written, to unravel the signifi-
cance of the words only 5,000 tons of slabs occurring in 
the letter. 

5.34. The gist of the telephonic conversation has been recorded 
by Shri H. R. S. Rao in a letter dated 25th February, 1961, 
which he had occasion to write to his head office at Ranchi. 

5.35. Shri Rao was closely questioned by our Committee about 
this conversation and how he remembered it six months 
later. This evidence has not been shaken and is found 
to be completely trustworthy. Shri Mukherjee also could 
not ultimately deny the substantial accuracy of Shri Rao's 
version of the conversation though in the beginning in a 
written memorandum he had said 'I emphatically deny 
that I had any knowledge of the lapse" .. before 25th 
October, 1960', 

• • • • • 
5.37. A. Disposal of Shri Rao's letter of 26th Aug1l3t, 1960.

Although Shri Mukherjee is stated to have told Shri 
H. R. S. Rao on 26th August, 1960 not to worry about the 
case (an attitude which would be quite consistent with the 
sense of guilt which he would be anxious to conceal), 
what he did on receipt of Shri H. R. S. Rao's letter of 26th 
August, 1960 is equally significant. He sent down the 
letter to his clerk, Shri G. N. Sen, on 27th August, 1960 
with the words 'papers at once' written thereupon. The 
clerk put up to him a note on 29th August, 1960 as follows: 

"PUC (i.e. paper under consideration) has reference to 
Hindustan Steel's letter of 9th June, 1960, on the basis 
of which letter order has been issued to the firm for the 
export of 5,000 tonnes of slabs on barter basis Submit-
ted please." 

Thereupon Shri Mukherjee wrote on 31st August, 1960. 
'I want a complete account of import licences issued to the 

firm and details of corresponding export arrangements 
made by them. Immediately please.' 

TRere is a note dated 6th September, 1960 on the margin by 
Shri G. N. Sen as follows: . 

'Mr. Mallick of Mis. Ramkrishan Kulwantrai has promised' 
to submit the required statement shortly! 
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The file does not show any further action. It is by no means 

clear why the firm's representative (Shri Mallick should 
have been asked for any statement when the information 
was available in the office ........ Shri Mukherjee appears 
to have spoken to the same gentleman after 26th October, 
and got from him on 29th October, 1960 a proposal that 
RKKR would export something else to make good the 
foreign exchange. It is quite clear to me that no fur-
ther action on the part of the clerk was called for. Al'! 
the information Shri Mukherjee wanted was on his 
desk and he knew it, as he dealt with it on the 29th 
August, 1960. Shri H. R. S. Rao's version is that when he 
spoke to Shri Mukherjee on 26th August, 1960, Shn 
Mukherjee did not react like one surprised at the informa-
tion. He know all about it and told him not to worry. 
That should finally dispose of Shri Mukherjee's defence." 

11. Alleged wrong figures given about the imports allowed after 
discovery of the omission. 

(i) In the minutes of the sitting of the Sub-Committee of the 
Committee on Public Accounts hel4 on the 11th March, 1966 (which 
were laid on the Table of Lok Sabha on the 26th April, 1966) when, 
among others, Shri N. N. Wanchoo, then Secretary, Ministry of Iron 
and Steel and Shri S. C. Mukherjee, then Deputy Iron and Steel 
Controller, were examined, it has been stated inter alia as follows: 

"Asked how much quantity had been imported in November, 
1960, when this omission came to notice, the representa-
tive of the Iron & Steel Controller stated that all but 149 
tons had been imported by then (upto 11160 the firm 
imported 8297 tons of steel). Ultimately (by Febru-
ary, 1961) the firm imported the entire quantity but 
exported nothing . 

• • • • • 
. . . . . . The Secretary, Ministry of Iron & Steel stated that when 

the matter came to their notice in November, 1969, they stopped the 
customs permit of the party until it entered into contract with 
HSL. The Deputy Iron and Steel Controller stated that subse-
quently the party did not export anything and the bank guarantee 
also expired. The contract with HSL was under dispute." 

(ii) In this connection, the Ministry of Steel and Heavy Engl-
-neering had. stated, in their comments, inter alia as follows: 

"In regard to the ancillary point raised by Shri Madhu Limaye 
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l'egarding the actual imports, made after the mistake was noticed, 
the position is as follows:-

Shri Pad hi in his annotation found in para 5.47 of his Dissent-
ing Note has stated as follows:-

'Our Committee's investigation shows that actually 
Customs Clearance Permits of the value <:If Rs. 26,94,788 
were issued after 25th October, 1960. .Shri Mukherjee 
had given wrong figures both to our Committee as well 

as to the PAC'. 

This aspect of the question has been dealt with in para 4.41 of 
the 50th Report of the Public Accounts Committee. The relevant 
portion is-

'By that time, i.e. November, 1960, the party had made imports 
of 8,297 tonnes of steel, valued at Rs. 95.08 lakhs and a 
balance of 149 tonnes worth Rs. 3.90 lakhs was only left. 
The Customs Clearance Permits were stopped at that 
time until the party entered into contract with HSL 
(which was done on 18-1-61). 

It seems there was some misunderstanding regarding the word 
'import'. Pre-import licences for Rs. 98.98 lakhs were issued to 
M!s. Ramkrishan Kulwantrai in respect of contract No. 28 with 
Hindustan Steel Limited. It was decided not to issue any (Customs 
Clearance Permits) in this case after 25-10-60. After that date 
Rs. 26.94 lakhs worth of goods arrived, and CCPs were issued to 
clear these goods. As on November, 1960, the value of goods yet to 
be shipped was Rs. 3.90 lakhs. Hence, the two values Rs. 26.94 and 
Rs. 3.90 lakhs referred to two different aspects of utilisation of the 
.same licence. 

While on this question, reference may be made to the evidence 
given to the PAC whether CCPs were stopped when the mistake 
was noticed. While the evidence given by the Department of Iron" 
Steel to the PAC was that CCP's were stopped, in actual fact 12 
CCPs were issued to Mis. Ramkrishan Kulwantrai in respect of 
semis barter contract No. 28 with the HSL and contract No. 14 with 
HSL during the months of November and December, 1960. Wbether 
it was right to have issued CCPs is a question which has been gone 
into by the Sarltar Committee. in paras 6.20 and 6.21 of the Report. 
The Committee have held that for the purpose of import, legally 
;speaking, it was not incumbent for the licensee to take a CCP and 
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they have also said that it would not have been practically advisable-
toO refuse the issue of CCPs, since the goods covered by the import 
licence were to arrive or had already arrived. Lastly, the Committee 
have said that no damage or loss was caused by the issue of CCPs." 

(iii) In the majority Report of the Committee of Inquiry (Steel 
Transactions) (February 1968) it is stated intt'l' alia as foUows:-

"6.20 ...... The facts are that on 26th October, 1960, when Shri 
S. C. Mukherjee, Deputy Steel Controller, discovered that 
pre-import licences had been issued inadvertently to 
Messrs Ramkrishan Kulwantrai without ensuring the 
existence of a contract by the party with Hindustan Steel 
Ltd. he passed orders that no further Customs Clearance 
Permits were issued to Messrs Ramkrishan Kulwantrai 
between 28th October, 1960 and 18th January, 1961 ...... . 

6.21. The point, however, arises, to what extent the Customs 
Clearance Permits could have been refused and whether 
it would have been wise to do so ...... Under these cir-
stances, the Committee feel that although the officers in 
the S.I.C. Branch did not carry out the instructions of 
Shri S. C. Mukherjee, no damage or loss was caused by 
the issue of Customs Clearance Permits." 

(iv) In his dissenting note attached to the majority Report of the 
Committee of Inquiry (Steel Transactions) (February, 1968), Shri 
P. C. Padhi, one of the members has stated inter alia as follows:-

"5.46. Shri Mukherjee was asked in the course of his exam i-
tion by our Committee .... 

III. 121. Q. How much of it (imports) was outstanding at the 
time? 

A. In the PAC I had given the figure that the party had made· 
imports of 8297 tons of steel valued at 95 lakhs and a 
balance of 149 tonnes worth Rs. 3.9 lakhs was only left . 

• • • • • 
5.48. . ... I have reason to think also that he (Shrl S. C. 

Mukherjee) was deliberately understating the value of 
the material still to be cleared. The' actual value of the 
imports brought in after 26th October, 1960, was 
Rs. 26,94,788 which included Rs, 9,55,532 on account of 
stainless steel. If he had taken steps to forfteit the bank 
guarantee and cancel the licence at the end of October, 
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1960 he could have saved nearly Rs. 27 lakhs of foreign 
exchange and realised Rs. 15,15,000 by way of guarantee 
money ....... . 

5.49. If immediately after his lapse was first brought to hia 
notice by an outsider, viz. Shri H. R. S. Rao, in August, 
1960, Shri Mukherjee had taken steps to forfeit the 
guarantee bond, and cancelled the licences, he would 
have saved for Government total foreign exchange 
expenditure of nearly 90 lakhs (Rs. 89,94,605 to be precise) 
and recovered Rs. 15,15,000 by way of guarantee forfei-
ture. However, the fact is that he knew from the 
beginning that he was issuing import licences without 
there being an export contract." 

III. Changes in the form of Bank-Guarantee Bond. 

(i) The factual position on this issue, as stated in the minutes of 
the sitting of the Sub-Committee of the Public Accounts Committee 
held on the 9th and 10th March 1966 (which were laid on the Table 
-of Lok Sabha on the 26th April, 1966) when, among others, Shri 
N. N. Wanchoo, then Secretary, Ministry of Iron and Steel a'ld Shri 
S. C. Mukherjee, Deputy Iron and Steel Controller, were examined 
is as follows: 

"He (Shri N. N. Wanchoo, the then Secretary, Ministry of 
Iron and Steel) further explained that although Govern-
ment instructions were that the party should give an 
absolute guarantee to export, the Solicitors of the Steel 
Controller drafted the guarantee form in 8 qualified 
manner in that it provided that the party was obliged to 
export if the H.S.L. in its turn supplied the steel within-a 
reasonable period." 

• • • • • 
"The bank-guarantee form laid down earlier by the Ministry 

(8 copy of which was made available to the Sub-Commlt-
tee) was revised by the Solicitor of the Steel Controller, 
after grant of pre-import licences against deals involving 
export of semis was decided upon. The revised form 
dif'l'ered from the original one in many respects, e.g. It 
provided that the party would export within three months 
from the date of delivery of the materials by HSL, etc. 
Asked why did they refer the matter to the Solicitors, the 
Deputy Steel Controller stated that because of conditions 
laid down by the Ministry for pre-import licences, they 
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thought that the Solicitor should have a look at the· 
guarantee form. He also stated that they did not experi-
ence any difficulty in enforcing the guarantee under the 
o'ld form. The Secretary of the Ministry admitted that 
the revised form provided for a limited bank guarantee 
but that the main failure had been is not watching when 
the guarantee was expiring and taking timely action to 
renew the same." 

• • • • 
" .... he (Shri N. N. Wanchoo, the then Secretary, Ministry of 

Iron and Steel) stated 'The Steel Controller, when he 
found that the Solicitor drafted the bank-guarantee in a 
form which did not entirely carry out the wishes of the 
Ministry, should have really brought this matter to the 
notice of the Ministry or taken up again with the Solicitor. 
There was undoubtedly failure on his part to do so.' He 
further added .... 'it would have been better if they 
brought to our notice that the bank guarantee did not 
carry out the instructions in our letter22 dated 2-2-68'. 
The Sub-Committee asked if the desirability and neces-
sHy for this failure had been considered, the witness 
stated 'we will consider'." 

(ii) Commenting on this issue, the Public Accounts Committee, 
in their 50th Report (Third Lok Sabha), observed as follows:-

"The Sub-Committee were informed during evidence that 
although the Ministry's letter of 2-2-1960 laid down that 
the party should furnish an absolute guarantee to export, 
the Solicitor of the Iron and Steel Controller (Govern-
ment Solicitor) in drafting the guarantee form took the 
view that no bank would agree to such an absolute 
guarantee. He (Silicitor) worded the bank guarantee 
form211 in a qualified manner in that condition of the 
guarantee was that 'the Iron and Steel Controller has 
agreed to enter into contract with the obliger (i.e. the 

,I 

party) for import of ...... on the undertaking of the 
obliger to export ...... produced by MIs. Hlndustan Steel 
Ltd. within 3 months from the date of delivery of the 
material, by MIs. Hindustan Steel Ltd.' Therefore, the 
actual form. of the bank guarantee as drafted by the 

aa. "" Append illt XVI. 
a3. S" Appendix XVII. 



27 
Solicitor was quite different in all material respects from 
the intentions of the Government's letter." 

• • • • 
"Asked if there was any failure when old form was in use, 

theh Deputy Iron and Steel Controller stated that there 
had been no failures. Asked why then they changed it 
and referred ihe matter to the Solicitor, he stated 
'because of the Ministry's letter where some conditions 
were given fo'r 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 ana he drafted a 
difterent form'." 

''The Sub-Committee enquired if the Controller was not at 
fault in not insisting on bank guarantees in terms of 
Ministry's letter dated 2-2-1960, the Secretary stated that 
'The Steel Controller, when he found that the Solicitor 
drafted the bank-guarantee in a form which did not 
entirely carry out the wishes of the Ministry should have 
really brought this matter to the notice of the Ministry 
or taken it up again with the Solicitor. There was un-
doubtedly failure on his part to do so. Quite often as 
laymen we issue instructions and lawyers draft them 
differently. I do not say that it was a grievous omission 
although it would have been better if he had brought it 
to our notice so that we could have either modified our 
instructions or acquiesced in that particular form of 
guarantee'." 

This is yet another case where Iron and Steel Controller did not 
carry out the conditions laid down by the Ministry in their letter 
dated ,2-2-1960 regarding furnishing of bank guarantee. The Iron 
~d 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 consideration. 
The Sub-Committee regret to note that this was not done. On the 
otber band he referred it tQ' the Solicitor who drafted the guarantee 
form which was not in consonance with the intention of the 
MinJstry. 

The Sub-Committee fan to appreciate the attitude of the Gov-
ernment Solicitor who took upcm himself ObUgatlon to advise that 
no bank would agree to such a bank-guarantee. Instead of drafting 
the document and embodying the intensions 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 Iron 
and Steel Controller, with attendant difficulties in enforcing the 
same. The Sub-Committee cannot help feeling that there was a 
serious lapse on the part of Iron and Steel Controller in taking 
guarantees in a form which did not carry out intentions of the 
Ministry." 

(iii) In the Majority Report of he Committee of Inquiry (Steel 
"Transactions) (February, 1968), it was stated inter alia on this issue 
.as follows:-

"Were the bank guarantees intended to' be absolute-In the 
letter24 of the 2nd Feburary 1960, it had been mentioned 
that 'it should be made clear to the exporter that the 
guarantee will be forfeitable in case of failure to' earn the 
foreign exchange by export, whatever be the reasons 
therefore'. The addition of the words 'whatever may be 
the reasons therefor' in the letter issued on 2nd February, 
1960 is something which does not find a place at all in the 
notings on the file. The words 'whatever be the reasons 
therefO're' could include the failure on the part of the 
manufacturer to supply the goods. In this case, the 
Hindustan Steel Limited were to supply the semis. It 
will be remembered that one of the objectives of the 
scheme was to relieve the Hindustan Steel Limited of the 
stocks of semis which it apprehended would accumulate. 
It was not like the barter scheme involving export of 
manganese ore, mica or scrap where it was possible for 
and expected if the barterers to procure the item and the 
quantity required, to fulfil the terms of the proposal 
for barter, from wherever they could. In the case of 
semis the object was to' secure the material to be ex-
ported from Hindustan Steel Limited and to give them 
relief to that extent. Hence if the meaning of the words 
'whatever be the reasons therefor' is construed to Include 
what has been stated above, then in the event of Hindu-
stan Steel Limited failing to manufacture and supply as 
per terms of the contract, such failure might not prevent 
the forfeiture of the bank gurantee. Shri Bhoothalingam.-
Shri Bam, Shrt N. C. Deb, Shri S. C. Mukherjee and Shri 
Wanchoo were all asked on this question and they were ._-_. __ ... _. __ ._-------

24. S" Appendix XVI. 
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of the uniform opinion that the words 'whatever be the 
reasons therefor', could not be said to include the failure 
on the part of the Hindustan Steel Limited to supply. 
They, however, agreed that, apart from this one contin-
gency, if the barterer were to fail to export, he wou14-
certainly be liable to forfeiture of his bank guarantee. 
In our view any other interpretation of these words would 
in the circumstances of this case, be unreasonable and we 
would not be prepared to' accept any such meaning being 
attached." 

• • • 
4'Form of the Bank Guarantee employed:-

.... a copy of the letter of 2nd February, 1960, and the originlll 
bank guarantee submitted by Amin Chand Pyare Lal in 
another case, and other forms of bank guarantees in force 
in other categories of cases, and alSO' perfonnance bonds, 
were sent by the Department of Iron and Steel to the Soli· 
citor, Shri S. N. Sen, asking him to draft one in terms of 
the letter of 2nd February, 1960. The Solicitor, Shri 
S. N. Sen discussed with Shri S. C. Mukherjee and he 
drafted a bank guarantee form.~11 This form was in con-
sonance with the conditions stipulated in the letter of 2nd 
February, 1960, making the guarantee forfeitable if there 
was a failure to earn foreign exchange irrespective of 
reasons, The Solicitor, Shri S. N. Sen, when he appeared; 
before the Committee, stated that he did not remember 
having told anyone that no bank would give an absolute 
guarantee as appears to have been the impression given 
to the Public Accounts Committee, but by whom is not 
clear. Shri Mukherjee, however, made a change in the 
bank guarantee drafted by the Solicitor, namely, that, 
instead of the words 'within-from the date of these pre-
sent' within which period according to Mr. Sen's draft, 
the semis were to' be exported, he put the words 'within 
three months of the delivery of the materials by the Hin-
dustan Steel Limited'. In the form in which the Solicitor 
drafted, it might be that the condition stipulated in the 
letter of 2nd February, 1960 (that whatever be the rea-
sons for the failure to earn foreign exchange the bank 
guarantee was forfeitable) wuattracted. However, if 
all the circumstances connected With the furnishing of 

II s,~ Appendix XVIII. 
3104 (E) LS-3. 
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the bank guarantee were taken into consideration, it 
would be dtflcult to say whether the condition Imported 
by the words used by the Solicitor would have been en-
forced as an absolute condition. Shri Bhoothalingam. 
during examination stated that at the time that this mat-
ter leading to the iBSue of the letter of 2nd February , ] 960 
was consiciered, he did not specifically think of the point 
whether the condition of forfeiture should be absolute. 
He, however, said that such a condition would have been 
unreasonable. Shri WanchoO' also took the same view. 
By changing it in the manner in which Shri Mukherjee 
had done-providing for the eXPQrt being made within a 
certain time of supply by Hindustan Steel Ltd., the bank 
guarantee was made workable and easily enforceable. 
However, care should have been taken in the .actual exe-
cution of the bank iuarantee to have it drawn up in terms 
of the agreed deliveries in the contract between the bar-
terer and tbe HmdustanSteel Limited, so as to ensure that 
the 'three months' was from the last delivery date men-
tioned in the contract between the barterer and the Hin-
dusten Steel Urnited. Care should also have been taken 
to ensure that the period of validity of the bank guarantee 
was for a sWliciently longer periad beyond the last date 
for export so as to enable follow-up action." 

, (iv) In his dissenting Report attached to the Majority Report of 
~lle Commit.tee Q'f Inqtiiry (Steel TransactioIlS) (February, 1968), 
$hri P. C. Padhi, one of the M'etnbers of the Committee, has, on the 
"Form of Bank-Guarl'lntee Bond", stated inter alia as follows: 

"One of the conditions for the grant 01 a pre-import licence 
was thet if a barterer was unable to furnish an irrevoc-
able letter of credit for the entire quantity of export, he 
should be required to furnish a banker's guarantee to the 
extent of 15 per cent of the value of the impart licence. 
It was to be made clear to the barterer that the guarantee 
was forfeitable in case of failure on his part to earn fore-
ign exchange by export whatever be the reason therefor.~8 

In some of the senti. barter cases, the firms failed to earn 
the foreign eabange spent on pre-imports; but in no case 
the bank guar.aQtee fod&ited. The failure to invoke the 
bank guarantee was UACioubted1y. in part at least, due to 

-_.------_. --_.-_.- .. ---
26. Stl! Append'x ;1tVI. 
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a reali$8tion that in the form in which the bank guarantee 
was taken, it was of no avail. 

How the Guarantee Bemd was evolved:-It has been stated 
that the bank guarantee form was drafted by Shri 
S. N. Sen, the Centeal Government Solicitor at Calcutta. 
ShriS. C. Mukherjee sent t<1 the Solicitor a note dated 
9th March, 1960 in which he sought advice on the form of 
tbe bank guarantee. In the said note Shri Muliherjee had 
indicated to the Solicitor the purpose which the guarantee 
bond was to fulfil in the terms mentioned in the Mints-
try's letter of 2nd FebrUary. 1960. The records show that 
Shri S. N. Sen prepared a draft of the guarantee f<1rm!!T 
and sent it to Shri Mukherjee with a note dated 26th 
MaIcit, 1960. Thereupon, Shri S. C. Mukherjee put up 
the form to the Controller with the following note:-

'Controller and P&AO may please see. We may ask all firms 
who have already been granted TIL and furnished bank 
guarantee in the old form t<1 replace them by the one 
drawn up by the Solicitor.' 

Sdl- S. C. MUKHERJEE 
2-4-60 

Shri Bam put his signature below this on 4th April, 1960 sig-
nifying hi. approval. 

It appears that when the matter was being investigated by 
the Public Accounts Comrnittt!e, Shri Mukherjee claimed 
that all he did was to adopt the form of the bank guaran-
tee that was suggested by the Central Government Soli-
citor and that, not being himself a lawyer, he did not 
examine the form to see whether it did fulfil the require-
ments laid down in the letter dated 2nd February, 1960. 

Substantial chttnges in· tM form: -Our Committee's investi-
gation has revealed that Shri Mukherjee had not only 
made vital and far-reaching changes in the form after it 
wu received from the Solicitor but had accepted guaran-
tee bonds in which the banks had given themselves the 
liberty of limiting their liability to &ho'tt periods which 
was not contemplated by the Solicitor's form. According 
to Sbri S. N. Sen's evidence, the contlRgency on the 
happening of which the amount guaranteed by the bom 

"'S#, Appendix XVIII. 
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was forfeitable was stated as follows in the form prepareci. 
by him: 

'the condition of the above written bond is such that if the 
Obliger shall fail to secure foreign purchaser for and 
arrange export out of India of .... (1) ........ tons of 
.......... (2) .......... pro'duced by Hindwtan Steel 
Limited within ...... (3) ........ months from the date 

of these presents or such further time as the Govern-
ment may agree to allow to the Obliger ...... ' 

• • • • • 
. . . . . accoming to Shri S. N. Sen (Central Government Soli-

citor, Calcutta), the requirement of the Ministry's letter 
(viz., that the guarantee should be forfeitable an failure 
to' export 'whatever be the reasons therefor') comple-
tely met by his form. Shri S. N. Sen said that in the 
form which he had drafted there was no provision for the 
bank limiting its liability by saying 'valid upto ...... ' 
Such a limitation was not contemplated by him. 

The nO'te of Shri Mukherjee with which he put up the form 
drafted by the Solicitor for the information and approval 
of the Controller did not mention that he (Shri Mukher-
jee) had made any alterations in it. Actually, Shri 
Mukherjee filled up the blank space marked' (3)' above 
with the word 'three' and he changed the words underlin-
ed above (viz., 'months frmo the date of these presents') 
into 'months from the date of delivery by Hindustan Steel 
Limited'. He made these alterations without consulting 
the Solicitor or anybody else." 

• • • • • 
"Shri Mukherjee maintained (during his oral evidence before 

the Sarkar Committee) that the form which he adopted 
on the advice of the Solicitor fulfilled the conditions laid 
down by Government." 

• • • • * 
uIt is clear (from the oral evidence of Shri S. C. Mukherjee 

before them) that Shri Mukherjee tried in the beginning 
to suppress the fact that it was he who changed the form 
of the bank guarantee2" -and make it practically useless. 

--_ .. -.. _.- -.-.- ,--_._-------
"Su Appendix XVII. 
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The question now remains to be considered whether he made 
these vital alterations with a full knowledge of their im-
plications or just carelessly. KnoWing that we were, at 
the time we examined him, handicapped by want of 
knowledge as to his precise contribution to the guarantee 
bond, it was unfortunate that an attempt should have been 
made to mislead the Committee by saying that it was the 
Solicitor who had put in the words 'months from the date 
of delivery', whereas in point of fact it was Shri Mukher-
jee who changed the words 'from the date of these pre-
sents' to 'from the date <1f delivery by HSL'. From the 
fact that an attempt was made to mislead Us on this 
point, I conclude that he knew the significance of what 
he had done. 

There is another circumstance which conclusively establishes 
Shri Mukherjee's awareness of the implications of what 
he had done. In the case of pre-import licences issued to 
Mis. Ramk,rishan Kulwant Rai on 10th June, 1960, Shri 
Mukherjee was aware that the firm had no export con-
tract with HSL. In that connection Shri Mukherjee had 
recorded a note on the 28th October, 1960, as follows:-

'In the Bank Guarantee which the firm has furnished they 
have clearly given an undertaking to export materials 
and we can easily forfeit their Bank Guarantee for 
their failure to export the materials for whatever rea-
sons there may be.''' 

• • • • • 
"This clearly proves that Shri Mukherjee was aware that 

~here the bank guarantee was linked with the date of 
delivery by HSL it would not be possible to enforce it 
without reference to facts or disputes about delivery. In 
other words, his deliberate action in introducing reference 
to the date of delivery in the standard form was made 
only with the idea of defeating bank guarantee. 

There is another document which conclusively establishes 
Shri Mukherjee's awareness of the effect of what he had 
done to the bank guarantee form. In a letter, D.O. No. 
CIProgressl (96) 160, dated 18th July, 1960 to the address 
of Shri Bhoothalingam (drafted by Shrt Mukherjee and 
signed by Shri Bam) he referred to the serious situation 
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that may arise if £ieliveries ate long delayed in cases 
waere pre-tmport licences had been illued. T_ following 
is an extract of the relevant portion of the letter:-

'This might create a very serious situation as we have, in 
many cases, permitted the firms to import steel, before 
export, against lIS pel' cent bank guarantee. Although 
the form of the Bank Guarantee (copy enclosed) has 
been 9CY drafted by us in consultation with the Solicitor 
to the Central Government at Calcutta that the parties 
cannot go back on their commitment for export simply 
on the plea that suppUes have been delayed by Hindus-
tan Steel, we may find it difficult to force them to ex-
port the materials, particularly in cases where the prices 
of exportable goods go down considerably.' 

From the Ministry's file in which this letter is recorded, it is 
seen that the copy of the guarantee bond was not actually 
sent along with this letter but the letter clearly shows that 
Shri Mukherjee knew that a guarantee bond, if it was to 
be useful must not have reference to date of delivery. And 
it is in respect of this vital aspect that he made the change 
in the Solicitor's form, without anybodys knowledge. In 
the letter above, he was no doubt giving assurances that 
everything was all right although he knew that the guar-
antee bond form as changed by him was very far from 
being all right. 

ThfTe is another serious matter, namely, that when this ques-
tion was being enquired into by the Public Accounts Com-
mittee, Shri Mukherjee allowed it to be understood that 
the form of the bank guarantee that was being used by 
him was the one that was suggested by the Solicitor. He 
allowed it to be understood that the defect lay more in 
the failure to watch renewal (Jf bank guarantee than in 
the form itself. This had the effect of diverting attention 
to the question of failure to watch renewals etc. He did 
not even disclose the fact that the Government Solicitor's 
farm did not contemplate that the bank sOOuld be per-
mitted to limit its liability by referenCle to a dead line 
and without reference to the reasonable needs of the par-
ticular undertaking the fulfilment of which was to be 
guaranteed ... Shrl S. C. Mukherjee's assertion that banks 
would not giwe guarantees with lODger period of validity 
bas no basis. The Committee had seen bank guarantees 



given to other Departments by the Stat-e Bank Of India 
which were valid for as long as three years from· the date 
of the bond. 

It seems, therefore, that Shri Mukherjee should be held res-
ponsible: 

(a) for having made very vital alterations in the form of 
guaTantee with the awareness that by so doing he was 
protecting not the interest of Government but confer-
ring pnctically cC?~plete immunity on the firms; 

(b) for having misled Shri Wanchoo, while he was giving 
evidence beto're the Public Accoullts Committee, to be-
lieve that no alterations had been made in the Solicitor's 
draft; 

(c) for having in the beginning also tried to mislead our own 
Committee; and 

(d) for effectively depriving the Government of the pro-
tection or safeguard which the bank guarantee was in-
tended to provide, by 

(i) allowing banks to limit the duration of their liability 
to short periods, usually six months or less; and 

(ii) by making the enforcement of the bank guarantee 
dependent on settlements of disputes concerning dates 
of effective delivery which may embrace such divers& 
topics as quantity offered for delivery, quality of the 
material offered for delivery vis..a-vi.s contract speci-
fications, legal date of delivery, when is delivery com-

plete, modus and points of delivery, and so forth." 

19. Pursuant to a decision taken by the Committee of Privileges 
on the 16th July, 1969, the Chairman of the Public Accounts Com-
mittee was addressed by the then Chairman of the Committee of 
Privileges for the views of the Public Accounts Committee on the 
question whether any false evidence was given before the Public 
Accounts Committee as alleged by Shri Limaye, and if so, by whom 
and in what respect. The Public Accounts Committee decided to re-
mit this matter for detailed examination by a Sui).Commlttee of 
that Committee. The said Sub-Comtnitte examined Sarvashri N. N. 
Wanchoo and S. C. Mukherjee at their sitting held on the 2200 
October, 1969 and submitted their Report to the Public Accounts 
Committee. 
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20. The Public Accounts Committee approved the report of the 
. Sub-Committee, referred to in para 19 above, on the 26th March,. 
1970 and a copy of the said Report was furnished by the Chairman, 
Public Accounts Committee, to the Chairman, Committee of Privi-
leges. 

21. The said Report of the Public Accounts Committee evidence 
given by Sarvashri N. N. Wanchoo and S. C. Mukherjee at their 

. sitting held on the 22nd October, 1969 and extracts of written notes 
furnished by Shri N. N. Wanchoo to the· said Sub-Committee are 
reproduced in Appendices XIX to XXI, respectively. 

III. Findings oj the Committee 

22. In their Report furnished to the Chairman of the Committee 
of Privileges, the Public Accounts Committee have examined in de-
tail the following three issues raised by Shri Madhu Limaye, M.P.:-

(i) "That Shri N. N. Wanchoo, the then Secretary, Ministry 
of Steel and Shri S. C. Mukherjee, the then Deputy Iron 
and Steel Controller 'gave false evidence' before the-
P.A.C. by not apprising the Committee of the existence 
of certain instructions issued by the Department of Steel 
about the conditions on which pre-import Ucences could 
be issued under barter deals." 

(ii) "That in regard to a barter deal involving Mis. Ram Kri-
shan Kulwant Rai, where the import licences were issued 
by mistake even though there was no export contract, Mr. 
Mukehrjee gave 'misleading' evidence before the Com-
mittee by telling them that the mistake came to notice 
sometimes in November and that the bulk of the imports 
had taken place by that time. Subsequently, in certain 
notes, which were submitted to the Committee, Shri N. P~ 
Mathur, the then Joint Secretary, S'hri T. Swaminathan. 
the then Secretary, Department of Steel and Shri S. Sahay, 
the then Iron and teel Controller a'lso failed to place the 
full facts in this regard, before the Committee." 

(Hi) "That in regard to guarantee bonds to be taken from 
firms which undertook barter deals, the P. A. C. was in-
correctly informed during evidence that the Central Gov-
ernment's Solicitor at Calcutta took the view that these 
bonds could not be made absolute and drafted them in a 
conditional manner." 
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23. The findings of the Public Accounts Committee in. respect 
of the above-mentioned three issues are as folllows:-

(i) Omission to bring to the notice of the Public Accounts 
Committee certain instructions issued by the Ministry of 
Steel, Mines and Fuel about the conditions on which pre-
import licences could be issued under barter deals. 

"1. 15. There was an omission on the part of Shri Wanchoo to 
bring to the notice of the Public Accounts Committee certain instruc-
ti'Ons issued by the Ministry of Steel, Mines and Fuel in March, 1960 

. about the conditions on which pre-import licences could be issued 
under barter deals. The C<Ymmittee cannot, however. from this con-
clude that Shri Wanchoo had intended to mislead the P. A. C. The 
fdllowing considerations have weighed with the Committee in taking 
this view: 

t· 

(i) Shri Wanchoo was not the Secretary of the Ministry of 
Steel at the time these instructions were issued. He could, 
threrefore, have been genuinely unaware of these instruc-
tions. 

(ii) Evidence on the subject was taken by the PAC in March, 
1966, i.e., six years after instructions were issued. Shri 
Wanchoo tendered evidence with the aid 'Of a brief prepared 
by his departmental officers. The brief itself had been 
prepared on the basis of a questionnaire given to the De-
partment by the P.A.C., which did not touch on this aspect 
of the transactions specifically. The files on the subject 
were numerous and even if it had been possible for Shri 
Wanchoo too have gone through them himself before com-
ing to give evidence, he still might not have recalled a 
matter of detai'} of this nature, though the Committee re-
gret that Shri Wanchoo did not, on his own admission, 
read through all the files. 

(iii) The omission to bring these instructi'Ons to the notice of 
the P.A.C. led to the Committee censuring the Ministry for 
its "failure" in this respect. Had the Committee been ap-
prised of the existence of these instructions, the Ministry's 
position in this regard would have been vindicated. Shri 
Wanchoo, as the then Secretary of the Ministry, had every 
reason to bring these instructions to the notice of the Com-
mittee if he had been aware of them. It does not there 
fore seem reasonable to suppose that he suppressed them 
deliberately. 



(iv) The omission to brIng this matter to the notice of the' Com-
mittee was noticed by Shrl Wanehoo hirnsel'f after' the 
evidence was tendered and in an ~ction Talr;~n Note on 
para 4.35 to the Fiftieth Report, whioh was sent to the 
P.A.C. on 19th July, 1966, the Ministry rectified the omis-
sion. 

1.16. The other qu(>stion is whether Shri S. C. Mukherjee was res-
ponsible for misleading the PAC OQ this paint. As the Committee 
have stated earlier, Shri Mukherjee did not tender evideD<le on this 
point bef-are the PAC. He did aid in preparing a brief for Sbri 
Wanchoo but he was not sole author of the brief. In any case, the 
brief as such was not placed before the PAC, it was an internal 
document of the Ministry prepared for the Secretary's facility. 
Though Shri S. C. Mukherjee could have, if he had been alert, 
corrected Shri Wanchoo when he was giving evidence before 

I the Public Accounts Committee, the Committee cannot bring home to 
Shri S. C. Mukherjee any direct responsibility for the PAC having 
been misled on this point." 
(ii) Issue of pre-import licence in the absence of an export contract 

"1.24. On the basis of the available evidence, the Committee find 
it difficult to conclude that the mistake in issue of import licence came 
to the notice of the Iron and Steel Controller's Organisation earlier 
than 25th October, 1960. So far as the Ministry of Steel, Mines and 
Fuel is concerned, the facts that could be ascertained indicate that 
the mistake was reported to the Ministry by the Iron and Steel Con-
troller in November, 1960, first oraly and then through a written 
communication. 

1.25. It is possible to take the view that the Assistant Sales Mana-
ger 'Of Hindustan Steel Ltd. brought the mistake to the notice of the 
Deputy Iron and Steel Controller (Shri S. C. Mukherjee) sometime in 
August. 1960 itself. However. this view can be sustained only on the 
assumption that a telephonic conversation that took place betwet'n 
these two officers sometime prior to 26th August, 1960 related to this 
particular transaction. Documentary confirmation of this conversa-
tion. which is available in a . letter dated 26th August, 1960 sent by 
the Hindustan Steel Ltd. to the Deputy Iron and Steel Controller, 
does not, however. unambiguously indicate the exact subject matter 
that was discussed over the telephone. The letter referred to "supply 
of 5,000 tons of slabs to Mis. Ramkrishan Kulwantrai against our 
(Hindus tan Steel's) original ofter of 20,000 tons of slabs to the party" 
and proc\.>eded to say that'" we have so far sold only 5,000 tons of slabs 
to the party ...... ' Now. amongst the export contracts of Mis. Ram-



Kriskan Kulwant Rai,. which were approved under tbe barter sch~, 
t'here were two contracts, one, contract No. 14 for export of 5.000 tons 
of slabs against which import licence was issued. on lGth June, 196Q, 
.and another, contract No. 28 for export of 22,137 tons of slabs and 
:9,16] tons of ingots, against wbidl UnpOl't lic..we wae isaued on 7th 
.June, 1960. The reference in Hindustan Steel's letter to sale of 5,0(;0 
tUll/5 could well be COWltrued to be a reference to contract No. 14 in-
stead of contract No. 28 (which was the transaction on which evidence 
was taken by the PAC). 

] .26. Another point bearing on this issue is also worth mentioning 
as it has been railed in Shri P. C. Padhi's minute of diB8C!Dt to ~ 
report of the Committee of Inquiry. In February, 1961, the A$aistant 
:Sales Manager, Hindustan Steel wrote a letter to his head office at 
Ranchi in which he was ca~egorical that he had brought the mistake 
in issue of import licence against contract No. 28 to the notice of the 
Deputy Iron and Steel Controller, when he spoke to him over the 
phone. This, no doubt, makes the position unambiguous, but this 
·ommunication, besides having issued six months after the telephonic 

I 

-conversation. was not addressed or endorsed to the party with whnJ:?,l 
t:1C conversation took place. In the circumstances its utility as a pie~e 
of evidence to be reiied on is limited. 

1.27. For the foregoing reasons the Committee are inclined to give 
-the benefit of doubt to Shri S. C. Mukherjee and cannot hold that he 
misled the P.A.C. in regard to the date on which.the mistake in iSSQe 
of import licence 4:ame to his notice. So far as Shrf N. N. Wanchoo is 
concerned! he spoke for the Ministry of Steel, Mines and Fuel, ~nd, as 
has been stated by the Committee earlier, the .mistake came to the 
notice of the Ministry only in November, 1960. The question of hIs 
having misled the P.A.C. does not, therefore, arise. 

1.28. Shri Madhu Limaye's motion on the question of evidence 
given to the Public Accounts Committee regarding the date on which 
the mistake came to notice mentions three other officers-Shri T. S. 
Swaminathan, formerly Secretary, Ministry of Steel: Shri S. Sahay, 
Iron and Steel Controller and Shri N. P. Mathur, Joint Secretary 
Ministry of Stee>l. Notes signed by these officials submitted to the 
Public Accounts Committee which appear in Part II (Appendices) of 
the Fifty-Sixth Report of the Public Accounts Committee (Third Lok 
Sabba) dealt with the question of the date on which the mistake 
came to notice. Shri Mathur's note, which appears at pages 9-12 of 
the Fifty-Sixth Report meD1ionsthat 'the import liceJ)ce in this case 
wasiisued on 5th May. 1960 aDd the mistake came to light in Novem-
ber, 1960' and then proceeds t>o explain what action the Secretan' 0' 



.the Ministry thereafter took. . Shri T. Swaminathan's note, which 
appears at pages 14 to 16 of the Fifty-Sixth Report says that 'the mis-
take was pointed out to the Iron and Steel Controller by Hindustat: 
Steel on 25th October, 1960, and Shri S. Sahay's note at pages 33-37 
ibid also indicated the same position. 

1.29. The foregoing section would indicate that the mistake in issue 
of import came to the notice of the Iron and Steel Controller's Orga-
nisation in October, 1960 and to the notice 'Of the Ministry of Steel 
Mines and Fuel in November, 1960. In view of this, the question of 
the other officers named in this section having misled the Public Ac-

. counts Committee by furnishing wrong information about the date 
will not arise. 

1.30. One point that arises at this stage is the clash between the 
dates mentioned in the evidence and notes. The evidence and notes 
refer to 25th October, 1960 as well as some time in November, 1960 {IS 

, the date on which the mistake came to light. A closer analysis would 
indicate that 25th October, was the date on which the Hindustan Steel 
Limited brought the mistake to the notice of the Iron and Steel Con-
trolier, while it was in November that the Iron and Steel C'Ontroller 
brought the matter to the notice of the Ministry 'O'f Steel. In view of 
this, there appears to be no inconsistency on this point. 

1.38. The Committee observe that there was a factual inaccur<lcy 
in the statement given to the PAC about the quantum and value of 
imports made by the party in this case after the mistake in issue of 
import licence came to notice in November, 1960. The Pub1:c Ac-
counts Committee were informed that 149 tonnes of sheets valued at 
Rs. 3.9 lakhs were imported by the party after the mistake carne to 
notice. In point of fact, about 1937 tonnes valued at Rs. 26.94 lakhs 
were cleared by the party against customs clearance permits which 
were issued in or after November, 1960. 

1.39. The question is whether this amounted to a substantial mis-
representation of the position. The word 'import' has been defined 
in S'ection 2 (23) of the Customs Act, 1962 as 'bringing into India from 
a place outside India'. On this view of the position, it couid pc.>'s!bly 
be concluded that there wa's a misrepresentation of the position I as 
the party had as in November, 1960, yet to bring 'into India' goods 
valued at Rs. 26' 94 lakhs. However, this has to be weighed ag3inst 
the implications of the legal opinion adverted to by the Committee of 
Inquiry that 'when there is an import licence, it is not necessary to 
obtain a customs clearance permit.' Effectively, this would imply 
that, as the party had, as in .November 1960, arranged for shipment 
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from abroad of aU but goods worth Rs. 3' 9 lakhs, Government could 
not have stopped their import by denying Customs Clearance Permits. 
In other words, all that Government could have done when the mis-
take came to their notice was to have stopped imports valued at 
Rs. 3' 9 lakhs by cancelling their import licence or taking some such 
other step. For this reason the Committee are inclined to taJt:e the 
view that the evidence given before the Public Accounts Committee, 
did not tantamount to misleading the Committee, though the witness 
should have informed the Committee that goods valued at Rs. 26' 94 
lakhs were still to come into the country in November, 1960, when 
the mistake came to notice." 

(iii) Changes in Bank Guarantee Form 

"1.44. It is evident that a material change in the form of the bank 
guarantee was made by Shri Mukherjee and not by the Government 
Solicitor. There was, therefore, misrepresentation of the position to 
this extent when evidence was tendered before the Public Accounts 
Committee in March, 1966. This was unfortunate as it led the Com-
mittee passing strictures against the Government Solicitor, which it 
would not have done,-had it been apprised of the correct position. 

Evidence on this paint was tendered by Shri N. N. Wanchoo as 
well as Shri S. C. Mukherjee, but the Committee feel that, as the 
author of the changes that were made in the bank gurantee {onn. it 
was Shri Mukherjee's responsibility to have apprised the Puhlic Ac-' 
counts Committee of the correct position and to have correctly briefed 
Shri Wanchoo, particularly as the changed form of the bank ~uaran· 
tee had not been shown to the Ministry at any stage before evidence 
was given on this point. In fact, Shri P. C. Padhi in his minute of 
dissent to the Report of the Committee of Inquiry has four..d Shri 
~ukherjee responsible for having misled Shri Wanchoo, whUe he 
was giving evidence before the Public Accounts Committee to believe 
that no alterations had been made in the Solicitor's draft. On the 
other hand, the majority of the Committee of Inquiry have pointed 
out that 'by changing it (the ban kguarantee form) in the way in 
which Shri Mukherjee had done, the bank guarantee was made 
workable and easily enforceable.' 

1.45. The Committee however, cannot but COme to the conclusion 
that Shri S. C. Mukherjee did not correctly present the facts' to the 
Public Accounts Committee on the question of changes made in the 
bank guarantee form." -
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CONCLUSIONS 

24. After a careful consideration of the documents made available-
to the Committee and the oral as well as written evidence given by 
Sarvashri N. N. Wanchoo and S. C. Mukherjee bef<)re the Sub-
Committee of the Public Accounts Committee, the Committee fully 
agree with the findings and observations of the Public Accounts 
Committee contained in their Report~9 on the matter, furnished to 
the Chairman of the Committee of Privileges. The conclusions of 
the Committee on the &peciflc issues raised by Shri Madhu Limaye. 
M. P., are given in the su~ceeding paragraphs. 

While arriving at their conclusions, the Committee observed that 
full and adequate opportunity had already been given to Sarvashri 
N. N. Wanchoo and S, C. Mukherjee to explain their position in the 
matter, both orally and in writing, before the Sub-Committee of the 
Public Accounts Committee which had investigated the matter in 
detail. The Committee did not, therefore, consider it necessary to 
ask them to appear before the Committee for further oral examina-
tion or to submit any further written statement to the Committee. 

25. Omission to bring to the notice of the Public Accounts Com
mittee certain instructions issued by the MinistTy of Steel, Mine8 
and Fuel about the conditions on which pre-import Licences C01(ld 

be issued under barter deals. 

The Committee agree with the findings of the Public Accounts 
Committee that although "there was an omission on the part of Shri 
Wancboo to bring tp the notice of the Public ACCOWlts Committee-
during his evidence before the Committee on the 10th March, 1966. 
certain instructions issued by the Ministry of Steel. Mines lmd Fuel 
in March, 1960, about the conditions on which pre-import licences 
could be issued under barter deals". yet it cannot be concluded that 
"Sbri Wanchoo had intended to mislead the Public Accounts Com-
mittee", in view of the cireumstaD<!es of the case stated in the Re-
port of the Public Accounts Committee in this respect. 

The Committee also agree with the Public Accounts Committee 
that as Shri S. C. Mukherjee had not himself given evidence on this 
point before the Public Accounts Committee, Shri S. C. Mukherjee 
cannot be held directly responsible for the Public Accounts Com-
mittee having been misled on this point, although he could have, "if 
he had been alert, corrected Shri Wanchoo when he was giving evi-
dence befOl'e the Public Accounts Committee", 

II Sec Appendix XIX. 



The Committee are, therefore, of the view that no further actiOD 
is called for in so far as this aspect of the matter is concerned. 

26. Issue of pre-import licence in the absence of an export contract 

As regards the question of misleading the Public Accounts Com-
mittee by Sarvashri N. N. Wanchoo and S. C. Mukherjee during their 
evidence on the 10th March and 19th August, 19tJg, before that Com-
mittee, about the date on which the mistake in issuing five pre-Im-
port licences in June, 1960, in favour of Mis. Ram Krishan Kulwant-
rai, under a barter transaction (contract No. 28), in the absence of 
an export contract, came to the notice of the Deputy Iron and Steel 
Controller (Shri S. C. Mukherjee) and the Ministry of Steel, Mineg 
and Fuel. the Committee agree with the finding ot the Public Ac-
counts COIJlJillittee that in the circumstances of the case, Sbri S. C. 
Mukherjee should be given the benefit of doubt and that, it cannot, 
therefore, be held that Shri S. C. Mukchrjee misled the Public Ac-
counts Committee in regard to the date on which the mistake came 
to his notice. The question of Shri N. N. Wanchoo having misled 
the Public Accounts Committee in regard to the date on which the 
mistake came to the notice of the Ministry of Steel, Mines and Fuel, 
and the question of the other three otftcers, namely, Sbri T. Swami-
nathan, formerly Secretary, Ministry of Steel, Shri S. Sahay, Iron 
and Steel Controller and Shri N. P. Mathur, Joint Secretary, MiniS-
try of Steel, having misled the Public Accounts Committee on this 
point. does not arise, as conCluded by the Pub15c Accounts Committee. 

As regards the question whether the Public Accounts Committee 
was misled about the quantum and value <1f imports which had taken 
place by the time the mistake in issuing the pre-import licence in the 
absence of an export contract came to notice, the Committee agree 
with the view of the Public Accounts Committee that though "therE' 
~as a factual inaccuracy in the statement given to the P.A.C. about 
the quantum and value of imports made by the party in this case 
~fter the mistake in iBalue of import licence came to the notice in 
November, 1960", and the witness (Shri S. C. Mukherjee) .. should 
have informed the Committee that goods valued at Rs. 26.94 lakhs 
were still to come into the country in November, 1960. ~hen the mis-
take came to notice", but this "did not tantamount to misleading 
the Committee", in view of the reasons given by the Public Accounts 
Committee. 

The Committee are accordingly, of the opinion that no further-
action is c.aUed for in the matter on this issue. 
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2,7. Changes in Bank Guarantee Form 

The Committee agree with the finding of the Public Accounts 
Committee that "a material change in the form of the bank guarantee 
was made by Shri Mukherjee and not by the Government Solicitor", 
and that, therefore, a "misrepresentation of the position to this ex-' 
tent" was made by Shri S. C. Mukherjee when he gave evidence 
berore the Public Accounts Committee in March, 1966. 

The Committee have, accordingly, reached the conclusion that 
Shri S. C. Mukherjee did not correctly present the facts to the Pub-
lic Accounts Committee during the course of his oral evidence on the 
question of changes made in the bank gurantee form. The Commit-
tee are, therefore, of the opinion that Shri S. C. Mukherjee has com-
mitted a breach of privilege and contempt of the House by misre-
presenting the position in the matter and thereby misleading the 
Public Accounts Committee. The fact that such contempt has been 
committeed by a responsible public servant of Shri S. C. Mukherjee's 
position, has increased the gravity of the offence. 

The Committee do not, however, consider that Shri N. N. Wan-
choo, who had also given evidence ot;! 1)1is point before the Public 
Accounts Committee, can be held responsible for misleading the Pub-
lic Accounts Committee, in view of the reasons stated by the Pub-
lic Accounts Committee. 

IV. Recommendations 

28. The Committee are of the view that Shri S. C. Mukherjee 
deserves to be censured for the contempt of the House committed 
by him in misleading the Public Accounts Committee in the matter 
of changes made in the bank guarantee form. 

The Committee, however, feel that the requirements of the case 
would be fulfiled if the disapproval and displeasure, of the House in 
respect of the contempt of the House committed, by Shri S. C. 
Mukherjee is conveyed to. him (Shri S. C. Mukherjee) and also tQ 
the Government of India for such disciplinary action against him as, 
they deem fit. 

.Dated the 12th November, 1970. 

R. D. BHANDARE. 

Chai1'man, 

Committee of Privileges: 



MINUTES 

I 

First Sitting 

New Delhi, Wednesday, the 7th May, 1969 

The Committee sat from 16.00 to 16.40 hours. 

PRESENT 

Shri R. K. Khadilkar-Chairman. 

MEMBERS 

2. Shri N. C. Chatterjee 
3. Shri Surendranath Dwivedy 
4. Shri Shri Chand Goyal 
5. Shri Hem IRaj 
6. Shri Thandavan KiruttinQll 
7. Shri Raja Venkatappa Naik 
8. Shri G. L. Nanda 
9. Shri K. Narayana Rao. 

SECRETARIAT 

Shri J. R. Kapur-Under Secretary. 

* * • • 
8. The Cpmmittee decided to take up for consideration at thelr 

next sitting the quettion of privilege raised by Shrt Madhu Ltmaye, 
M.P., in the House on the 6th March, 1969 and referred to the Com. 
mittee by the House a,ainst Shri N. N. Wanohoo, former Secretary, 
Department of Iron and Steel, and others for allegedly giving faIN 
evidence before the Public Account. Committee. 

• * • • 
The Committee then 4(I;oumed . 

. _--_._--_._------_. __ .. _--
-Paragraphs :z. 3. 4 I'ld 6 relate to other c:uc:a and bave accOldinlly, been OIIlitt .... 
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II 

Second Sitting 

New Delhi, . Wednesday, the 16th July, 1969 

The Committee sat from 10.30 to 12.15 hoU1'8. 

PRESENT 

Shri R. K. Khadilkar-Chairmaft. 

MEMBERS 

2. Shri N. C. Chatterjee 
3. Shri Surendranath Dwivedy 
4. Shri Shri Chand Goyal 
5. Shri Hem Raj 
6. Shri Thandavan Kiruttinan 
7. Shri H. N. Mukerjee 
8. Shri Raja Venkatappa Naik 
9. Chaudhuri Randhir Singh 

SECRETARIAT 

Shri B. K. Mukherjee-Deputy Secretary. 

Shri J. R. Kapur-Under Secretary . 

• • • • 
5. The Committee held a general discussion on the question of 

privilege raised by Shri Madhu Limaye, M.P. against Shri N. N. 
Wanchoo, former Secretary, Department of Iron and Steel &: others 
for allegedly giving false evidence before the Public Accounts Com-
mittee. The Committee decided that in this matter the assistance of 
the Public Accounts Committee might sought to ascertain their 
views whether any false evi~ence was given before that Committee 
in the matter and, if so, by whom and in what respect. The Com-
mittee authorised the Chairman to address a letter on the subject to 
the Chairman of the Public Accounts Committee . 

• • • • 
The Committee then. adjourned. 

---- ._--_._ ... ---_ .. _---- ._--- -----_._ .. _----
.Paragraphs 2 to 4 relate to other cues and have accordingly, been omitted. 
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m 
Third SittiDg 

New Delhi, Thursday, the 17th July, 1969 

The Committee sat from 11.30 to 12.15 hours 

PRESENT 

Shri R. K. Khadilkar-Chairman 

MEMBERS 
2. Shri N. C. Chatterjee 
3. Shri Surendranath Dwivedy 
4. Shri Hem Raj 
5. Shri Thandavan Kiruttinan 
6. Shri H. N. Mukerjee 
7. Shri Raja Ve~atappa Naik 
8. Shri P. Ramamurti 
9. Chaudhuri Randhir Singh 

SECRETARIAT 

Shri B. K. Mukherjee-Deputy Secretary. 
Shri J. R. Kapur-Under Secretary. 

'" '" '" '" 
2: The Committee approved the letter to be addressed by the 

Chairman to the Chairman of the Public Accounts Committee seeking 
that Committee's assistance and views on the question whether any 
false evidence was given before the Public Accounts Conunittee, as 
alleged by Shri Madhu Limaye and, if so, by whom and in what res-
pect. 

'" '" '" 
The Committee then ad;oumed. 

IV 
Fourth Sittio, 

'" 

New Delhi, Monday, the 27th April, 1970 
The Committee sat from 16.00 to 17.15 hours. 

PRESENT 
Shri G. G. Swell-Chairman 

---------.- - -
*Paralraph 3 rola'es to another cue and bu, l«Oftiinlly. been omitted. 
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MEMIERS 

2. Shri Rajendranath Barua 
3. Shri Surendranath Dwivedy 
4. Shri Hem Raj 
5. Shri Thandavan Kiruttinan 
6. Shri H. N. Mukerjee 
7. Shri Raja Venkatappa Naik 

SIlCRETAlUAT 

Shri B. K. Mukherjee-Deputy Secretary. 
Shri J. R. Kapur-Under Secretary. 

2. The Committee took up further consideration of the question 
of privilege raised by Shri Madhu Limave, M.P., in the House on 
the 6th March, 1969, against certain officers Of the Department of 
Iron and Steel, for allegedly giving falae eVidence before the Com-
mittee on Public Accounts. 

In this connection, the Committee noted the findings of the Pub-
lic Accounts Committee contained in their Report, sent to the Chair-
man of the Committee of Privileges by the Chairman of the Public 
Accounts Committee in response to the former's letter dated the 17th 
July, 1969, requesting for the "views of the Public Accounts Com-
mittee on the question whether any false evidence was given before 
the Public Accounts Committee, as alleged by Shri Madhu Limaye, 
and, if so, by whom and in what respect." 

3. The Committee deliberated on the matter and directed that 
the eVidence, both written and ora'l, given before the Sub-Committee 
of the Public Accounts Committee, on the 22nd October, 1969, by 
Shri N. N. Wanchoa, the then Secretary, Department of Iron and 
Steel and Shri S. C. Mukherjee, the then De.puty Iron and Steel 
Controller, be circulated to the members of the Committee of 
Privileges, together with the questionnaire which was sent to those 
officers in advance of their ('ral I!,xamination by the Sub-Committee 
of the Public Accounts Committee. The Committee also desired 
that copies of the 50th and 56th Reports of the Public Accounts Com-
mittee relating to these matters as also the Sarkar Committee 
Report on Steel Transactions be circulated to the members of the 
Committee of Privileges. 

4. The Committee decided to examine in person Shri N. N. Wan-
choo, the then Secretary, Department of Iron and Steel, Shri S. C. 



Mukherjee. the then Deputy Iron and Steel Controller and Shri 
H. R. S. Reo, the then Assistant Sales Manager, Hindustan Steel 
Limited, at their sitting to be held some time in the last week of 
June or first week of July, 1970. 

The Committee then adjourned. 

V 

Fifth Sitting 

New Delhi, Tuesday, the 5th May, 1970. 

The Committee sat from 16.00 to 17.15 hours. 

PRESENT 
Shri Nitiraj Singh Chaudhary-Chainn4n. 

MItMBaIS 

2. Shri R. D. Bhandare 
3. Shri N. C. Chatterjee 
4. Shri P. Govinda Menon 
5. Shri Raja Venkatappa Naik 
6. Shrj K. Raghuramaiah 
7. Shri A. K. Sen 

SECRETARIAT 

Shri B. K. Mukherjee-Deputy Secretary. 

Shri J. R. Kapur-Under Secretary. 

• • • • • 
5. The Committee decided to meet again on .Wednesday the 13th 

May, 1970, at 16.00 hours, to cOJll5ider the f,"lowing matters:-

Question of privi1ege raised by Shri Madhu Limaye, M.P., 
against Shri N. N. W~hoo, former Secretary, Depart-
ment of Iron and Steel, and Shri S. C. Mukherjee, the then 
Deputy Iron and Steel Controller, and certain other offi-
cers for allegedly ~vtng false evideaee berore the Public 
Accounts Conuni.t.tee. 

The Committee then adjou1"l\e(f. 

·····Parll&raphs 1.3. 4 and. portion of paragraph S relate to other cases and have 
accordinaiY been omitted 
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Sixth Sitting 
New Delhi, Wednesday, the 13th May, 1970. 

The Committee sat from 16.00 to 16.25 hours. 
PRESENT 

Shri Nitiraj Singh Chaudhary-Chairman. 
MEMBERS 

2. Shri R. D. Bbandare 
" I 1 

3. Shri N. C. Chatterjee 
4. Shri P. Govinda'Me:non 
5. Shri K. Raghuramaiah 
6. Shri A. K. Sen 

S&:CIt&l'AJUAT 

Shri B. K. Mukherjee-Deputy Secretary. 

Shri J. R. Kapur-Under Secretary . 

• • • • • 
4. The Committee then considered the question of privilege rais-

ed by Shri Madhu Limaye, M.P., against certain officers of the De-
partment of Iron and Steel fur allegedly giving fa'ise evidence before 
the Committee on Public Accounts. The Committee decided to con-
sider the matter further after the eVidence, both oral and written, 
given before the SUb-Committee of the Public Accounts Committee, 
on the 22nd October, 1969, by Shri N. N. Wanchoo, the then Secre-
tary, Department of Iron and Steel and Shri S. C. Mukherjee, the 
then Deputy Iron and Steel Controller, was made ,available by the 
Public Accounts Committee and circulated to the members of the 
Committee of Privl1eges. 

• • • 
The Committee then adjourned. 

VB 
Seventh Sittme 

• 

New Delhi, the 18th August, 1970. 
The Committee sat from 15.00 to 16.20 hours. 

PRESENT 
Shri R. D. Bhandare-Chairman. 

-- -----_._------'--

• 

* .. tttParaaraI1hs z. 3. 5 and 6 relate to other cases and have. aa::ordingly, been tlm i1t cd. 
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2. Shri C. M. Kedaria 
3. Shri K. Raghuramaiah 
4. Shri A. K. Sen 
5. Shri P. G. Sen 
6. Shri R. K. Sinha 
7. Chaudhuri Randhir Singh 

SECRETARIAT 

Shri B. K. Mukherjee-Deputy Secretary. 

Shri J. R. Kapur-Under Secretary. 

• • • • • 
6. The Committee then considered the question of privilege raised 

by Shri Madhu Limaye, M.P., against certain oftlcers of the Depart-
ment of Iron and Steel for allegedly giving false evidence before the 
Committee on Public Accounts. 

~ ,:: ',TheCQmmittee decided to defer further consideration of the 
; matter 10 their next sitting. 

• • • • • 
The Committee then ad;ourned. 

VID 

Eichth Sitting 

New Delhi. Saturday. the 17th October, 1970. 

The Committee sat from l1.00 to 12.15 hours. 

PRESENT 

Shri R. D. Bhandare-Choirman. 

MEMBERS 

2. Shri H~ Barua 
3. Shrt Dhiresw~ KaUta 

---- ---------
••• ·~P&l'lFlPh. z. 3 .... , and 7 relllle to ather CUCI and have aa:ordinaJy. been omitted. 



4. Shri V. Mayavan 

5. Shri P. G. Sen 

6. Shri Yajna Datt Sharma 

7. Shri R. K. Sinha 

SECRETARIAT 

Shri B. K. Mukherjee-Deputy Secretafll. 

Shri J. R. Kapur-Under S~cretary . 

• • • • • 
6. The Committee then de'liberated upon the question of privi-

lege raised. by Shri Madhu Limaye, M.P., against certain Officers of 
the Department of Iron and Steel for allegedly giving false evidence 
before the Committee on Public Accounts. The Committee arrived 
at tiM following conclusions:-

"After a careful consideration of the documents made avail-
able to the Committee and the findings of the Sub-Com-
mittee on Pu'blic Accounts in the matter, the Committee 
have reached the conclusion that Shri S. C. Mukherjee did 
not correctly present the facts to the Public Accounts 
Committee during the course of his oral evidence on the 
question of changes made in the bank guarantee form. 
The Committee are, therefore, of the opinion that Shri 
S. C. Mukherjee has committed a breach of privilege and 
contempt of the House by misrepresenting the position in 
the matter and thereby misleading the Public Accounts 
Committee. The fact that such contempt has been com-
mitted by a responsible public servant Of Shri S. C. 
Mukherjee's position, has increased the gravity {)f the off-
ence. 

The Committee are of the view that Shri S. C. Mukherjee de-
serves to be censured tor the 'COIltempt of the House com-
mitted by him. 

The Committee, however, feel that the requil'ements of the 
case would be fulfilled if the disapproval and displeasure 
of the House in respect of the contemJ}t of the House com-
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mitted by Shri S. C. Mukherjee is conveyed to him (Shri 
Mukherjee) snd also to the Government of India for dis-
ciplinary action against him." 

7. The Committee authorised the Cbail'lnan to finalise their re-
port on the matter, on the above lines, on their beha'lf, and to have 
it presented to the House in the next session . 

• • • • • 
The Committee then IId;ourned. 

·····Paragraphs 2 to 5 and 8 relate to other cases and have. ICcordir ,Iyl eer. omhtec. 



APPENDIX I 

(See Para No. 7 of the report) 

EXTRACTS FROM MINUTES OF THE SITTING OF THE SUB-COMMITTEE OF 
THE PUBL]C ACCOUNTS COMMITl'EE ~ELD ON 10-3-1966. . . • • • 

The Sub-Committee enquired of the representative of the Minis-
try of Finance as to what conditions were laid down by them while 
agreeing to the proposal of the Ministry of Iron & Steel for grant of 
pre-import licences in January, 1960. The Joint Secretary of that 
Ministry stated that they had laid down two conditions viz. (i) there 
should be a firm export contract and the Bank should ensure that 
the foreign exchange realisations were remitted to India and (ii) 
there should be a 15 per cent bank-guarantee. By firm export con-
tract, the Ministry of Finance meant a firm contract with the fore-, 
ign buyer. 

Asked whether the condition at (i) above had been understood 
by the Steel Controller to mean a firm contract with HSL rather 
than with the foreign buyer, the Secretary, Ministry of Iron & Steel 
stated that they had provided two things; (a) an irrevocable letter 
of credit assigned in favour of the exporter for the value of entire 
export quantity, and import licence for import of steel items should 
be issued, and (b) in case the exporter is not able to procure the 
irrevocable letter of credit for the entire quantity of export, then 
he may be asked to furnish bank-guarantee equivalent to 15 per 
cent of the value of licence applied for. He added that an irrevoc-
able letter of credit could only be furnished if there was a firm 
contract with the foreign buyer. He further stated that although 
it did not say in so many words that there should be a contract, the 
implication seemed to be that generally there should be a contract. 
Asked if that was the intention of the Ministry, was the same under-

_stood by the Steel Controller correctly, the Secretary Ministry of 
Iron & Steel stated "May be. The instructions of the Ministry left 
some room for different interpr~ations ........ I feel the instruc-
tions of the Ministry were not as clear as they ought to have been 
on this particular point viz what was intended. Was it intended 
that there should be a firm contract with the party or was it in-
tended that there shouid be a firm import contract." The Sub-



Committee enquired if there was any mis-understanding on this point 
between the Economic Affairs Deptt. and the Ministry of Iron & 
Steel, the Secretary, Ministry of Iron '& Steel stated "I would not say 
that. The Ministry of Iron & Steel do not seem to have translated 
the instructions of the Economic Affairs Deptt. in clear and unam-
~,bigl!ous tem'ms". This, he added, was not deliberate. 



APPENDIX D 

(See para 12 of the Report) 

Statement on which the speech of Shri Madhu Limaye, M.P. m ~ 
Hcyuse on the 6th March, 1969 was based 

MADHU LIMAYE, M.P. 

Privilege Motion arising out of false evidence before the P.AC. 

The matter that I am raising today is a most unusual matter. 
This is the first case of its kind in the history of our Parliament, 
and I hope the House will give it the serious consideration it 
deserves. 

This is not a motion against any minister. This is a motion 
against two top ranking civil servants who have misled the PAC 
and two Houses of Parliament. 

On the basis of irrefutable evidence, I accuse the former 
Secretary of the Steel Ministry Mr. Wanchoo, and Mr. S. C. 
Mukherjee, former Deputy Controller of Iron & Steel of fabricating 
false and misleading briefs and giving false evidence before the 
most important Committee of Parliament, namely: the Public 
Accounts Committee. 

It was during the PAC hearing in the notorious Steel Barter 
and pre-import cases involving Aminchand Pyarelal, Ramkrishna 
Kulwantrai and other allied firms, that Mr. Wanchoo, in the 
presence of Mr. Mukherjee gave false evidence on oath. 

The PAC Sub-Committee enquired of the Ministry of Finance 
as to what conditions they had laid down for the Ministry of Iron 
and Steel while agreeing to the proposal for the issue of pre-import 
licences. 

The Joint Secretary of the Ministry of Finance said that they 
had laid down two conditions: 

(a) There should be a firm export contract and the Bank 
should ensure that foreign exchange realised would be 
actually remitted to India; and 

(b) the firms should provide 15 per cent bank guarantee. 
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Clarifying the expression "finn export contract" the Joint 
Secretary, Finance, said that the Minister meant "contract with a 
foreign buyer." 

On the basis of this information the PAC Sub-Committee pro-
ceeded to examine Mr. Wanchoo, who was then the Steel Secretary. 
The Committee asked Mr. Wanchoo whether the Steel Controller 
understood the above conditions and their implications correctly. 
Mr. Wanchoo replied: (Now I am quoting from the minutes of the 
sixth meeting of the PAC Sub-Committee held on 10th March, 
1966). 

"May be. The instructions of _ the Ministry left some room 
for different interpretations .... I feel the instructions of 
the Ministry were not as clear as they ought to have been 
on this particular point viz. what was intended. What it 
intended that there should be a firm contract with the 
party or was it intended that there should be a firm im-
port contract." The Sub-Committee enquired if there was 
any misunderstanding on this point between the Econo-
mic Mairs Department and the Ministry of Iron and 
Steel, the Secretary, the Ministry of Iron and Steel stated 
"I would not say that the Ministry of Iron and Steel do 
not seem to have translated the instructions of the 
Economic Affairs Department in clear and unambiguous 
terms", This he added, was not deliberate. 

It was because of this evidence that the PAC was misled into 
making the following observation in its 50th Report para 4.35 at 
page 62: 

"The Sub-Committee regret to observe that these views of 
Ministzy of Finance were not communicated in clear and 
unambiguous terms by the Department of Iron ami Steel, 
with the result that the Iron and Steel Controller und~r
stood firm export contract as a mere sales contract with 
H.S.L. rather than ftrm contract with the foreign buyer. 
Even the 8eeretary, Ministry of Iron and Steel admitted 
in evidence that "the Ministry of Iron and Steel do not 
seem to have translated the instructions of the Economic 
Affairs Department in clear and unambiguous terms. The 
Sub-Committee feel that by not issuing the instruction 
regarding pre-import licences in clear and unambiguous 
terms, th~ 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 W<' 
this failure on the part of the Iron and Steel Ministry." 

Now my contention is that the whole story weaved by Mr. 
Wanchoo about ambiguity, about two possible interpretations as also 
about not translating and conveying properly the Finance Ministry's . 
instructions to the Steel Controller is a concoction pure and simple. 
There was absolutely no basis for this statement. What is more 
important is that Mr. Wanchoo knew that there was no basis for 
making this observation. And yet Mr. Wanchoo, in the presence 
of Deputy Steel Controller Mr. S. C. Mukherjee and many other 
officers from the Ministries of Finance, Iron and Steel Controller 
and Home Affairs and Additional Controller and Auditor General 
of India and officers from his office intentionally, deliberately gave 
false evidence, supressed the true facts, and misled· the PAC and 
the Parliament. This will become clear from the letters exchanged 
between the Ministry of Steel on the one hand and the Steel Con-
troller on the other. 

To prove this I rely on the correspondence exchanged on the 
subject between the then Steel Ministry and the Deputy Controller 
of Steel. This is of transcedental importance and also brief and I 
would like to quote it in full. 

1 shall begin by quoting the letter of March 10, 1960 by Mr. S. C. 
Mukherjee to the Deputy Secretary of the Ministry of Steel which 
reads as follows: 

D.O.N~. C/3/59 
Dear Shri Ramanathan, 

IRON AND STEEL CONTROLLER 

33, Netaji Subhas Road 

Calcutta-l 

March 10, 1960 

The other day I spoke to you about Ministry's letter .No. SC (C)-5 
(5) /60 of 2nd February, 1900 laying down the procedure for barter 
deals. In paragraph 2 (b) of this letter it is mentioned that import 
licence against barter deals should be issued before the export is 
made in cases "where a firm contract for export" exists. We are 
not quite clear as to what firm contract for export the Ministry has 
in view in this context; in other words whether the Ministry desires 
that the exporter should have a firm contract with the supplier of 
the exportable material in India, e.g. Hindustan Steel Ltd., Kalinga 
Industries Ltd., etc. or whether a firm contract for export should 
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exist with'the foreign buyer of the exportable materials and only I 
letter of Credit would be lacking. You promised to look into the 
relevant file and to give me a ring. As I have not received any 
communication from you so far and as a number of parties are 
pressing uS' for issue of import licences prior to export by submitting 
15 per cent Bank Guarantee. I would request you to send me a 
telegram as soon as you get this letter, 

Yours sincerely, 

Sd/- S. C. MUKHERJEE 

8hri G. Ramanathan, LA.S .• 

Deputy Secretary to the Government of India, 

Ministry of Steel, Mines and Fuel, 

Department of Iron and Steel, 

New Delhi. 

EXTRACT NOTES FROM No. SC(B) 23 (5) 160 S. No. (6) 

As desired by DS (Ram), I discussed this case with 8hri Y. T. 
Shah of E.A.D. He was of the view that before allowing imports 
against bank guarantees in barter deals, Iron and Steel Controller 
should ensure whether the exporter of pig iron has entered into 
firm commitments with the purchases abroad. He, however, added 
that if we experience any practical difficulty in insisting on this 
condition, he would be prepared to reconsider the matter. I think 
we should normally insist on the exporter in India having a firm 
contract with a purchaser abroad before allowing imports against 
bank Guarantees. We should not commit foreign exchange on im-
ports in the hope that the exporter in India would be able to 
conclude a suitable deal at a later date. Draft reply submitted for 
approval. 

D. S. (Ram) 

Sd/- C. A. NAIR 

12-3-60 

The notes at pages 3-5 ante will recall. Shri Shah of the Econo-
micAftairs, Department, with whom I discussed the matter, would 
like that before we allow imports of Steel to precede exports, we 
should also have some satisfactory evidence that the exporter has 
a definite commitment to sell to a foreign party. This is the purport 
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of his note at p. 5 ante. I propose to issue the letter which Shri 
Shah has seen, to Shri Mukherjee, after Secretary has seen. 

Secretary 

D. S. (Ram) 

'D.O. No. S.C. (C) -5 (5) /60 

My dear Mukherjee, 

Sd/- G. RAMANATHAN 
16-3-60 

Sd/- S. BHOOTHALINGAM 
16-3-60 

17th March, 1960 

Please refer to your letter No. C/3/59, dated the 10th March, 
1960. I have consulted the Economic Affairs Department, Govern-
ment's intention is that at the time you allow import on a bank 
guarantee, you should have satisfactory evidence that the exporter 
in India has a definite commitment from a foreign party to purchase 
the tonnage proposed to be exported. We would leave the form Cl' 

evidence to you. 

Shri S. C. Mukherjee, 
Deputy Iron &: Steel Controller, 
33, Netaji Subhas Road, 
Calcutta-I. 

Yours sincerely, 
Sd/- G. RAMANATHAN 

From this correspondence it will become clear that the question 
of interpretation and real intention was raised by Mukherjee. As 
he has himself admitted, he sought this clarification because a 
number of parties such as Aminchand Pyarelal were pressing him. 

Now· having sought the clarification am got it in the most un-
ambiguous and clearest possible terms, they deliberately violated 
the instructions of the Finance Ministry, properly translated and 
conveyed by the Steel Ministry to the Steel Controller. 

Not only this. While appearing before the P.A.C. they delibe-
rately suppressed this evidence on the fUes and successfully misled 
the P .A.C. into absolving the Steel Controller of all responsibility 
in the matter. 
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The Finance Ministry~s clarificattOa, incidentally, has" th& endor8~ 
ment and signature of Mr. Bhoothalingam and Mr: Ram. 

It will thus be seen that the P.A.C. "and Parliament have been 
mtentionally hoodwinked by Mr. Wanchoo and Mr. M\1kherjee. " 

1 wo~d in this connection like to draw the attention of the HoUle 
to two sections of the Indian Penal Code which deal with 1ha giviDg 
of false evidence and fabricating false evidence namely sections 191 
ad 192. The puniRhment for these offences can extend to seven 
years. 

Now, it. has been held that this Parliament is on par with a 
Court of Law and enjoys certain rights, power and privileges and 
can punish their violation. 

Mr. Kaul and Mr. Shakdher have in their book on Parliamentary 
Practice held that "prevaricating, giving false evidence, or wilfully 
suppressing truth or persistently misleading a Committee" is a 
breach of privilege and constitutes a contempt of Parliament (p. 201). 

I contend that giving false evidence before a Committee is as 
grave an offence as committing perjury before a Judicial Tribunal. 

Prima facie, Mr. Wanchoo and Mr. Mukherjee have, therefore, 
been guilty of this serious offence. 

I would like to say a few words here about the relationship of 
the Civil Service with the Ministers and the doctrine of ministerial 
responsibility for civil servants' lapses. Under our Parliamentary 
system for all departmental failures the Ministers are held responsi-
ble, at least constructively. They have often had to pay for these 
lapses by resigning or by getting dismissed. 

But in this particu1ar case the doctrine of ministerial responsi-
bility is not at all attracted. 

It is the practice of the PAC not to call Ministers for giving 
evidence Only in one exceptional instance did the Speaker allow a 
Minister to appear before the PAC, and this was a sequel to the 
uproar caused by 50th PAC Report on Steel Barter Deals. 

In this particular case the evidence was given by the Secretary 
of the Steel Ministry. The then Steel Minister had nothing to do 
with this evidence. The invisible power of the Civil service has 80 

3104 (E) LS-5. 
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far remained beyond the reach of Parliament. But there is an 
instance in which Civil Servants are directly implicated. 

I hope the matter will be sent to the Committee for investigation 
and report and the Committee would deal with the case expedi-
tiously. No leniency or mercy can or should be shown to those who 
are guilty of giving false evidence before a statutory Committee of 
Parliament. 



APPENDIX III 

(See para 13 of the Memorandum) 

CCYpy of notice of questibn of privilege dated the 22nd March, 1969 
received from Shri Madhu Limaye, M.P. and 'referred to! the Com-

mittee of Privileges by the Speaker. 

MADRU LIMA YE, 
MEMBER, 
LOK SABRA. 

To 

The Speaker, 
Lok Sabha. 

Parliament House, 
New Delhi. 

22nd March, 1969. 

SUBJECTS: -Further privilege questions relating to the Motion 
against Mr. N. N. Wanchoo and Mr. S. C. Mukherjee re
ferred to the Committee of Privileges on the 6th March, 
1969. 

Sir, 

You will, perhaps, remember that on 6th March, 1969 my motion 
relating to the false evidence given by Mr. N. N. Wanchoo, the then 
Steel Secretary, and Mr. S. C. Mukherjee, former Deputy Controller 
of Iron and Steel, before the Public Accounts Committee was refer-
red to the Privileges Committee for investigation and report. 

Subsequently further study has made me aware of two other 
cognate instances of false evidence which I take the opportunity of 
bringing promptly to your notice. 

(1) In the 50th Report of the Public Accounts Committee (Third 
Lok Sabba) at page 64 it will be seen that the Committee had asked 
Mr. S. C. Mukherjee to tell them as to when their attention was 
drawn to the fact that MIs. Ram Krishan Kulwant Rai had been 
given import licences without their having any export contract. 

Mr. Mukherjee's reply was that the "mistake" came to his 
notice when his attention was drawn to this by the Hindustan Steel 
Limited and that this was sometime in the month of November, 
1960. He did not mention any precise date. 

63 
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It will also be clear from the P.A.C.'s observations in para 4.48 

at page 61 (ibid) that the P.A.C. had been informed by the witness 
that the "bulk of imports" had alnady· been made by the said firm 
before the "mistake" came to their notice. It appears 'from page 
267 of the Sarkar Committee'!> Report (Mr. fadm's note of dissent) 
that Mr. Mukherjee had informed the Sarkar Committee that he-
the Deputy Steel Controller-had given exact figures to the Public 
Accounts Committee. He had told the Committee that Its. 9~ laW\s 
worth of steel had already been imported when the "mistake" was 
brought to his notice and that only Rs. 3.9 lakhs worth of steel had 
been imported after the "mistake" was detected. 

This evidence is not only misleading but false in two r8llp.ects, 
both in regard to the date on which the Deputy Steel Controller'S\ 
attention was drawn to the "mistake" as well as in respect of the 
figures relating to the imports which had already been made at the 
time the "mistake" was detected and brought to hi~ notice. 

It is interesting to note that the story about some November, 1960 
date reappears in the 56th Report of the Public Accounts Committee 
(Third Lok Sabha). Even at that stage all that the Committee was 
told was that the "mistake" was brought to the notice of the Secre-
tary earlier than 13th November, 1960. namely on 2nd November. 
1960. at New Delhi. The Committee has blamed the Secretary for 
not initiating corrective action after his attention was drawn to Utis 
lapse . 
• The fact. however, is that the "mistake" was pointed out by 
Hindustan Steel Ltd. not once but twice. On both occasions MT. Rao 
of H.S.L. seems to have spoken to Mr. Mukherjee on the telephone 
about the absence of export contract apd confirmed the talk ~ub.se
quently in two letters addressed to Mr. Mukherjee. 

The first of these two letters was written on 26th August, 1966 
(vi<£e page 257 of Sarkar Committee Report, Mr. Padm's note of 
dissent) and the second on 25th October, 1960 (1~ide page 29 Part II 
relating, to Appendices to the 56th Report, Third Lok Sabpa). A 
comparison of the cont.ents of these two letters would show that they 
were iqentical in all material respects. Th\lS the informat\Ol\ giv~m 
t.o the P.A.C. that it was only sometime in November that the 
"mistake" was first pointed out to him by the H.S.L. wa~ absolu1ely 
false. Even after the "discovery" of this "mi5take", ¥f. Mukherjee 
was: 'not perturbed; he, in fact. told Mr. RaQ not to worry and that 
he would arrange for the firm's export of ore to cover the for.an 
exchange involved in imports! 



65 
In Part II (Appendices) to tb.e 56th Report of t.h.eP.A.C. men-

tioned above, there is a note by Mr. M. P. Mathur, Joint Secretary 
of the Ministry, at page 10 of the Appendices. Mr. Mathur has 
stated "the mistake came to light in November, 1960". 

This is in conformity with the oral statement of Mr. Mukherjee 
before the P.A.C. It would thus appear that Mr. Mathur has also 
~ted the misleading and erroneous statement of Mr. Mukherjee. 
All these statements and assertions misled the Public Accounts Com· 
mittee into1hol'ding that the "mistake" came to light only on 2nd 
November, 1960. 

Part II (Appendices) to the 56th Report of the P.A.C. contains 
twt; other notes on the subj'eCt t,iz. (i) by Mr. T. Swaminatlwi. 
Secretary to the Steel Ministry and (ii) by Mr. S. Sahay, Iron and 
Steel Controller (viEle pages 14-32 and pages 33-57). In parll 3 of 
Mr. Swaminathan's note and page 34 of Mr. Sadhy's note it has been 
said that the "mistake" was pointed out by H.S.L. to Mr. Mukherjee 
btl 25th October, 1960. It is a matter for inquiry as to why these 
two officers did not refer to H.S.L.'s earlier letter of 26th August. 
1960, when the 25th October, 1960 letter itself has referred to H.SL.'s 
earlier letter of 26th August, 1960 (1)ide pages 29 and 53 of Part II 
of 46th Report). 

So much about the date on which the "mistake" was pointed out 
by H.S.L. 

The figures about imports allOWed after the discovery of the 
"mistake" cited by Mi". Mukherjee before th(' P.A.C. are also at 
variance with the facts brought out in Mr. Padhi's Note of Dissent 
to the Sarkar Committee's main Report. Taking 26th August. 1960 
as the correct date on which the "mistake" was pointed out by 
H.S.L., the value of import for which Customs Clearancp Certi-
ficates were issued su.bsequ.ent to this date was Rs. 8994605j- (page 
271 of the Sarkar Report, Part I). The value of imports which were 
cleared through the Customs after 25th October, 1960 was Rs. 
2694761r- (vide Para 5.48, page 270 of the Sarkar Committee Report). 
However, Mr. Mukherjee deliberately misled the P.A.C. by saying 
that the imports cleared after the "mistake" was discovered amounted 
to only Rs. 3.9 lakhs. 

(2) The second new specific instance of false evidence before the 
P.A.C. (Third Lok Sabha) consists of two false statemenu. or 
suggestions: 

(a) The P.A.C. was told itl evidence that the Central Govem-
ment Solicitor at Calcutta in drafting the fonn of the 
guarantee bona tOok the view 'that no bank would agree to 
give an absolute guarantee in the manner outlined by the 
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Ministry's letter of 2nd February, 1960 (Pages 233-34. 50th 
Report of the P.A.C.); 

(b) That the form of the guarantee bond as actually drafted 
by the Solicitor was adopted by the Deputy Chief Con-
troller (Pages 73-74 of the 50th Report). 

These two false statements/suggestions led the Public Accounts 
Committee to make an adverse comment on the work of the Central 
Government Solicitor at Calcutta (Page 74 of the 50th Report). 

The truth, however, is that the Central Government Solicitor 
never had any occasion to take the view attributed to in (a) above 
because the form of the guarantee bond which was drafted by him 
completely fulfilled the stipulation of the Ministry in the letter men-
tioned above. His form made the guaranteed amount forfeitable 
simply on failure to export the specified quantity of semis within a 
specified number of months from the date of the execution of the 
bond. The forfeiture was relatable solely to failure to export within 
the specified period from the date of the execution of the bond. 

It was Mr. Mukherjee who made alterations in the torm of the 
guarantee bond secretly, without letting anybody know that he had 
made these vital and, what eventually proved to be, fatal alterations. 
The effect of these alterations was to make the guaranteed amount 
forfeitable only if there was failure to export within three months 
from the date of delivery of the semis by H.S.L. Thus with one stroke 
Mr. Mukherjee made the guarantee of forfeiture dependent on 
settlement of all disputes concerning delivery of the quantities of 
requisite quality by the H.S.L. to the barterer! On top of it, 
Mr. Mukherjee acquiesced in the banks' limiting their Jiability to 
fixed periods of time without reference to delivery of semis. 

Even before the Sarkar Committee Mr. Mukherjee appears to 
have tried in the beginning to conceal the fact that he had made 
certain important alterations in the form as drafted by the Solicitor. 
It was only on the second day of his examination by the Sarkar 
Committee that Mr. Mukherjee admitted, on persistent questioning, 
that he had tinkered with the form of the guarantee bond. This 
has been clearly brought out by Mr. Padhi at pages 231 to 243 in 
his Minute of Dissent attached to the report of the Sarkar Commit-
tee (vide para 4.13 at page 239). The majority report has not contra-
dicted these observations of Mr. Padhl. Mr. Padhi has also brought 
out at page 262 (Sarkar Report) that Mr. Mukherjee had even 
concealed the changes made by him in the bond from his own 
Chief, that is, Mr. Bam, the then Controller of Iron :md Steel. 
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Mr. Padhi has further observed that Mr. Mukherjee neither disclosed 
the correct position about the form of the guarantee bond to 
Mr. Wanchoo. 

From aU this it will be seen that Mr. Mukherjee has been guilty 
of the very very serious offence of giving false evidence before 
the P.A.C. in several material respects deliberately and wilfully. 
Since his matter has already been referred to the Committee it 
would suffice your asking the Committee to deal with this aspect 
also. However, since three other officers are prima facie found to 
be guilty of giving false information to the P.A.C., namely Messrs. 
M. P. Mathur, T. Swaminathan and S. Sahay, it might be necessary 
to place a regular motion before the House. Since the Minister of 
Steel and the House have accepted the principle of investigation 
and report by the Committee of Privileges, this new motion can be 
adopted without discussiOn by the House. I do not, however, mind 

, your referring the matter to the Committee straightaway in 
exercise of your inherent power under Rule 227; the principle which 
underlies the motion moved by me on 6th March, 1969 and the 
principle behind suggested reference by you in respect of these 
three officers would be the same. 

With regards, 

Yours sincerely, 

Sdl- MADHU LIMAYE 



APPENDIX IV 
lSee para 16 (I) (a) of the report] 

Ek"RA'CTS FROM TH~ 50TH REPORT OF TffI: PuBi.%C ACCOUNTS COMiWn-rtl 
(THIRD Lolt SABRA) 

• '" • 
(c) Pre-import allowed without even ensuring a contract with 

HSL. 

4.39. The Sub-Committee were informed that th'e procedure 
adopted by the offtce of thl! Iroh & Steel controller in entering into 
these deals and in grmtiing'i1re-import licenees was to firSt ~rtfy 
that the!ie was a valid contract betweeh HSL 8hd the party fOr export 
Of semi·f\his'hed steel and th~eafter give an import lic~hce 'on a~ .. 
cation by the -finn on furniShing the r'equisite bank~8ran~ br let;. 
ter of credit .. However, in brle instance ~'i:e. 'of MI~. Rarhkrishan KuL 
waittr'ai) a 1icertce was is\;ued "inadvertenHy" everi without their 
entering ihto a contract: with the HSL. Thb firm made an offer in 
March, 1960 and the deal was apprOved by the office of the Iron & 
Steel Controller on 5.5.60 and the import licence was issued on 7.6.60 
(5 IlLs. of value of Rs. 101 lakhs were issued). This 'mistake' was 
found out in November, 1960 and efforts were made to persuade HSL 
to make available the steel for being exported and thereby earn 
foreign exchange to off-set the foreign exchange lost by way of im-
ports. 

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 HSL has contract or not. It was 
not done in this case by mistake. Assistant Checking Officer did not 
check it. HSL said that the firm approached them for contract, they 
have not signed the contract; they (i.e. Steel Controller) have given 
import licence. They found that mistake has occurred. The letter 
was written by the Controller to the Chairman, HSL that this mistake 
occurred and HSL agreed to finalise the contract with them. This 
was squared up. There was lapse on the part of the officer concern-
ed. He was told to be more careful in future. Actually there was 
mistake on everybody's part. Responsibility was there squarely an 
all of them. the firm, the officer and clerk concerned." 
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4.41. When pointed out that this mistake came to their notice 
when the matter was reported by HSL otherwise there was no sys-
tem by which they could discover it, he stated "it ought to have been 
checked. I quite agree that there Was no regular system." It was also 
stated that the original deal was sanctioned in May, 1960 and the 
mistake came to their notice only in November, 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 
&. 3.90 lilkhs was only left. The customs permit was stopped at 
that tim~ until the p&rly entered into contract with H.S.L. (which 
was <:Jne 'tim 18.1.8i). The party made the remaIning imports worth 
Re. 3.00 18lms by February, 1961, thus making total imports of 
Its. 98.98 lakhs. In regard to exports made, the Deputy Steel Con-
troN-er slated that "they have not exported anything. The contract 
'flUh H.S.L. is 'in dispute. They have not taken any material at all." 
As regards bank guarantees, he stated "that also has expired." 



APPENDIX V 
(See para 16 (I) (a) of the report] 

EXTRACTS FROM THE 56TH REPORT OF THE PUBLIC ACCOUNTS COMMI'l'TEE 
(THIRD LOK SABHA) 

In Chapter IV of their Fiftieth Report (Third Lok Sabha), pre-
sented to Parliament on 26th April, 1966, the Public Accounts Com-
mittee had commented upon certain barter deals dealt with by the 
Iron & Steel Controller. In paras 4.39 to 4.52 of this Report, the 
Public Accounts Committee dealt with a case in which pre-imports 
had been allowed by the office of the Iron & Steel Controller with-
out even ensuring that the firm in question had a contract with 
H.S.L. 

* * * • • 
1.3. On 28th July, 1966 in reply to a question asked by an honour-

able member in Lok Sabha, the Chairman, Public Accounts Committee 
made a statement regarding the receipt and examination of the com-
ments of the Government on Chapter IV of the 50th Report of the 
P.A.C. (Third Lok Sabha). 

1.4. On the 2nd August, 1966 the House adopted the fallowing 
motion: 

"That this House, in the light of the statement made by the 
Chairman of Public Accounts Committee on 28th July, 
1966, in Lok Sabha, directs the Public Accounts Committee 
to consider Government's reply to Paragraphs 4.39 to 4.52 
of their 50th Report (Third Lok Sabha) in so far as they 
refer to the then Secretary of the Department of Iron & 
Steel and submit its report to Lok Sabha within 21 days." 

1.7. The Committee recorded the evidence of the Secretary, Min-
istry of Iron & Steel and other officers brought by him on 18th Au-
gust, 1966. 

* * • • • 
(i) Record of discussions not kept 

2.4. The Committee asked the Secretary Iron & Steel as to when 
this mistake or irregularity of issuing import licences of about Rs. 101 
lakhs without ensuring a contract with the H.S.L. came to the no-
tice of the then Secretary. The witness stated that from the mate-
rial that was available to them they were of the view that the then 
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Secretary (Shri Bhoothalingam) came to know of this on 13th Nov-
ember, 1960. There was, however, a record of a note of a conversa-
tion on 2nd November, 1960 or so. But so far as they had been able 
to check up from the Ministry's records, there was no note kept of 
the conversation of 2nd November, 1960. The Committee pOinted 
out that in the Ministry there was no record of the discussion of the 
13th November, 1960 which the then Secretary had with the Iron & 
Steel Controller and Chairman, H. S. L. at Dum Dum Airport. The 
Secretary stated that the discussion at the airport was followed im-
mediately i.e., the next day on 14th November, 1960 by a letter from 
the Iron & Steel Controller to the Chairman, H.S.L. and a copy was 
also endorsed to the then Secretary. The Committee asked if that 
letter of 14th November, 1960 could be regarded as a proper record 
of the discussion in so far as that letter mentioned many things and 
one of them was this interview with the Secretary. They further 
enquired if that was the proper way of keeping record <1f the inter-
view, the Secretary replied "It is not a common record of interview." 
He also stated that it did not appear to be a formal meeting at which 
the minutes would be recorded. The Committee pointed out that the 
question was not whether the meeting was formal or not, but whe-
ther any record of this meeting was kept. The witness stated "In the 
sense you seem to think of the record, no record was kept." 

2.5. The Committee regret to note that no proper record of the 
discussion which too'k place at Dum Dum Airport on 13th November, 
1960 between the then Secretary Iron & Steel, the then Iron and Steel 
Controller and the then Chairman, H.S.L. was kept either in the 
Ministry or in the Office of the Iron and Steel Controller. The letter 
dated 14th November, 1960 cannot be regarded as a record of the 
discussion which took place. 

2.6. The Committee drew attention of the witness to the follow-
ing note dated 17th November, 1960 recorded by the Deputy Iron & 
Steel Controller: 

"This matter was discussed by the Controller with Secretary on 
2nd November. 1960 at New Delhi. Shri K. N. Subbaraman 
of Hindustan Steel was also present. The circumstances 
under which the import licence was issued to Mis. Ram· 
krishan Kulwantrai against 15 per cent Bank Guarantee 
before they had finalised the export deal with Hindustan 
Steel was explained. Secretary felt that there was no 
reason why Hindustan Steel should not agree to sell the 
requiSite quantity of slabs required by the firm for eam-
ing the foreign exchange spent on the import ot steeJ. It 
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was also explained to the Secretary that the firm was wil-
ling to take slabs and ingots available in st()ck at Rol!l'kela 
irrespective of the specification and analysis--of this ma-
terial. As Rourkela had large stocks of slabs and ingots 
which do not conform to any standard specification. Sec~
tary felt that they should welcome the proposal of the 
firm to accept materials from stock. He asked Shri Sub-
baraman to issue immediate instructkms to Hihdustan 
Steel's Calcutta Office to finalise the barter deal which was 
initiated by the Iron and Steel Controller as far back as 
March, 1960. Secretary also desired that a suitable letter 
should be addressed to the Head Office of Hindustan Steel 
to give necessary instructions to their Caieutta Office for 
making all out effort to sell the unwanted stocks of slabs 
ana ingots at Rourkela on barter basis if cash sales were 
not possible. 

On 13th November, again this matter was mentioned by Secre-
tary to Shri Srinagesh, Chairman, Hindustan Steel and 
Controller also discussed the matter with Shri Srinagesh 
in detail on the same day. The circumstances leading to 
the sahction to the barter deal by Iron and Steel Control 
and import of Steel materials by the firm was explained to 
Shri Srinagesh and he agreed tty take up the matter im-
mediately on his return to Headquarters. In conftrrnatioll 
ef this Ctiscusslon the letter to Sbri Srinagesh at S1. No. 79 
was issued with copy to Secretary." 

• • • 
2.10. The Committee asked the Secretary whether it was on 2nd 

November, or 13th November, 1960 that the then Secretary first came 
to know of this irregularity and how it was brought to his notice. The 
Secretary, Ministry of Iron and Steel stated that there was ·no evi-
dence on the file except the letter dated 14th Novmber, 1960 written 
by the then ITOD and Steel Controller to then Chairtnaft, PI.S.L . 

• • 
2.18. The Co'runittee obServe that this case was brought to the 

notice 'Ofthe then Secretary oh 2nd November, 1960. The Commit-
tee find that when this mistake came to tin! hOtice of the then 
Stc~tary, he did not Initiate ahy actioh to find out (a) whether 
there wes ·my l'cuna in the 'procedure of 1Muing import licences, 
(b) whether tbeinistake in this cue 'was bbnaMe or lnIllaftde, and 
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(c) whether the Iron and Steel Controller had taken preventive 
measures. In view of this the Committee had no reasons to modify 
their earlier observations t.,t the then S.ecretary simply acquiesced 
in this mistake and that there was a positive failure on the part of 
the Department of Iron and Steel to enquire into this lapae. 



APPENDIX VI 

[See para 16 (1) (a) of the report] 

EXTRACTS FROM THE DISSENTING NOTE BY SHRI P. C. PADHI ATTACHED TO 
THE MAJORITY REPORT OF THE COMMITTEE OF INQUIRY (STEEL TRANS-

ACTIONS) (FEBRUARY, 1968) 

5.1. The irregularity.-On the 6th of June, 1960 Shri S. C. Mukher-
jee, Deputy Controller of Iron and Steel, ordered the issue of 5 im-
port licences of the total value of over a crore of rupees in favour of 
the firm MIS Ram Kishan Kulwant Rai before the later had been 
given a contract by Hindustan Steel Limited for the export of semis. 
Shri Mukherjee allowed the Import Licences merely on the strength 
of the firms application acoompanied by a bank's guarantee for Rs. 
15 lakhs on the assumption that they would export 25,000 tons of 
semis (slabs and blooms) to be supplied by Hindustan Steel Limited. 
He brought the irregularity to the notice of the Steel Controller by 
a note dated 26th Oct'O'ber, 1960 (See Annexure to Appendix V) in 
which he suggested that he committed the irregularity through over-
sight caused bY' pressure of work, and that he came to know of his 
lapse only on the previous day, viz. 25th October, 1960, when Shri 
H.R.S. Rao of Hindustan Steel Limited spoke to him on the telephone 
to point out that RKKR had never been given any contract for 
export of 25,000 tons of semis. (The full text of Shri Mukherjee's 
note is at Annexure to Appendix V). It should be mentioned here 
that the firm of RKKR has not upto this day exported anything, but 
has spent foreign exchange worth Rs. 98,97,827 on imports of steel 
items, which included Rs. 16,54,626 worth of stainless steel. Even 
after the disclosure of irregularity, the firm was allowed to conti-
nue to import steel on the strength of the import licences irregularly 
issued in June, 1960. The value of such steel brought into India 
after 1st November, 1960 was Rs. 26,94,768 which included 
Rs. 9,55,532 worth of stainless steel. Shri Mukherjee had informed 
the Public Accounts Committee and also our Committee that the 
value of imports which were allowed after 26th October, 1960 was 
only Rs. 3.9 lakhs. In point of fact, the correct figure is Rs. 26.94 
lakhs. 

• • • • 
5.32 I now turn to another kind of evidence which confronts Shri 

Mukherjee more directly, because it is partly based on his convers8-

74 



75 
tion with Shri H. R. S. Rao of the Calcutta Office 'fIf Hindustan Steel 
Limited. 

5.33. How it came to light.-It appears that Shri H. R. S. Rao, 
Assistant Sales Manager (Exports) in the Calcutta Office of HSL, 
had come toO know about this irregularity, accidentally, on the 26th 
August, 1960 from a conversation he had with RKKR when the latter 
called on him in his Office in some other connection. It appears, RKKR 
mentioned to him that his firm had imported finished steel upto the 
value of 25,000 tons of semis to be exported by him. Shri Rao, it seems, 
pointed out to the party that there was no such commitment by HSL 
to supply 25,000 tons of semis to him and told him that he (Shri Rao) 
was going to get in touch with the Iron and Steel Controller. There-
upon the party is said to have pleaded with him to forget the sub-
ject and not to complicate matters at that stage as it would be quite 
easy for him to arrange for a barter deal for export of manganese ore 
or some other ore of equivalent value. Immediately after the con-
versation, Shri Rao, it appears, called Shri S. C. Mukherjee on the 
telephone and mentioned to him what he had heard from RKKR. It 
seems, Shri S. C. Mukherjee did not appear to be perturbed; on the 
contrary, he told him not to worry and added that he (Shri 
Mukherjee) would arrange for RKKR a barter deal for export of 
ores which would cover the foreign exchange involved in the im-
port licences. In spite of this assurance by Shri Mukherjee, Shri 
Rao, according to his evidence, decided that he should place on 
record the fact that there was a contract with RKKR for only 5,000 
tons of slabs, and this he did by a letter of the same (viz. 26th 
August, 1960) which he got one of his officers (Mr. Ghosh) to write 
for the "attention of Shri S. C. Mukherjee". This letter Np. 781CCPI 
RKK (32) .60, dated. 26th August, 1960 in one record, and it reads:-

"With reference to Mr. Rao's telephonic conversation with you, 
I enclose a copy of our letter No,SEI24B12153, dated 9th 
June, 1960, regarding supply of 5,000 tons of slabs to 
Messrs. Ram Krishan Kulwant Rai against our original 
offer of 20,000 tons of slabs to the party. 

In this connection, I have to inform you that we have sold only 
5,000 tons of slabs to the party against their enquiries for 
slabs and blooms." 

It is the discovery of this letter in the files of the Steel Controller 
that has led our Committee to ascertain the context in which it was 
written, to unravel the significance of the wards "only 5,000 tons of 
slabs" occuning in the letter. 

• • • • 



5.a~. Shri Rao was elosely questioned by our Committee about 
this conversation and how he remembered it six months later. His 
eviqen,ce has not been shaken and is found to be cPmPletely trust-
wQrthy. Shr~ Mqkllerjee also could not \11t~~~\ely ~ the subs-
t~tial ~ccuracy of Shri Rao's vers.tcm of the c~v,rQtian though in 
the beginning in a written nlernor~ndum he h~~ s~i~J "I e~"tically 
dellY that I had any k.nowledg~ of the lapse .. ,. before ~l'ith October, 
1960". 

5.36. On the question as to how Shri H. R. S. Rao ooulci re-
member the gist of the conversation some six months la~er. there is 
the fact that Shri H. R. S. Rao had occasion to talk with Shri 
S. C. Mukherjee again on the telephone, on the same sub~ect, on ~~tli 
October, 1960, and this fact mu,st have hell'ed to keel' alive S.hr~ R"p's 
memory. On the 25th October, 1960, Shri Rao wrote the follQwing 
letter to Shri S. C. Mukherjee:-

ber, 1960 addressed to Mis Ram Krishan Kulwant Rai, copy 
to us. -In this connection, I have to draw your attention io our leUer 
Nos. SE24812153 of 9th JQne ~nd SEi34B-13817 of 20th June, 
1910 a.ld SEI4 of 26th August, 1960, from which it will be 
observed that we have sold 5QOO tons pf slabs only to MIs 
Ram Krishan l{.ulwant Rai, G~lcuUa, against their various 
enquil'ies for slabs and blooms. 

This confirms my phone conversation On date." 

ANNEXURE TO APPENDIX V~ 

(.see pa,r~ 16 (I) (~) o~ the r~Pllrt] 

E~TRACTS Fl'OM THE "fPE.NQICES ATTACHED Tt? THE ~E:f9RT ()F THE COM-
lI4ITTEE OF INQUIRY (ST~EL TRJ\IiSA~QN~) (FI!;BRl!ARY~ 1968) 

Copy of notes in file No. CPIRKKI (32) ~66, at J)(t!#eB 19-221N and Page 
~1~ 

IMMEDIATE 

I have so far. bee~ permit~\n, ~i Oop~n Sen of, tne CDN ~iion 
tQ submit I"ll c~e~ r~ial'din~ l;>.art~r <Ur~t tp ~e. W)tho~t fCll:ltmM ~~ 
C~!ies thrQ~gb the S\lP~rint~JlP.mt anp the Se~tlpn otn~er. I a~ 
finding it mOTe and more difficult, due t() },,~vy pre"~"fe of other 
work to deal with such cases without the help of some other Officer. 
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With immediate effect, therefore, Shri Gopen Sen should submit 
all his cases through the Super;ntendentlSection Officer viz. A.C. (T). 

,AC(T) 

Supdt. (CDN). 

:Shri G. N. Sen. 

Sdl- S. C. MUKHERJEE, 
26-10-60. 

IMMEDIATE AND CONFIDENTIAL 

No import licence or Custom Clearance Permit should be issued to 
Mis. Ram Krishan Kulwant Rai without my specific approval on each 
individual case. 

.A. C. (Sen) 

D.A.C. (BASU). 

Sdl- S. C. MUKHERJEE, 
26-10-60 

Shri Rao of Hlndustan Steel rang me up yesteI'day to say that we 
have sanctioned some barter deals in favour of Mis. Ram Krishan 
Kulwant Rai against which they have not finalised the export side as 
yet. He also stated that the firm has been pressing them for finaliSing 
the export side on the plea that they have already been permitted 
to import the materials on submission of the requisite Bank Guaran-
'tee. Issue of an import licence even on submission of a Bank Guar-
antee would not be in order if the export side had not been finalised 
by Hindustan Steel. I, therefore, immediately looked up our papers 
to' see if any such irregularity has been committed by us. I extre-
mely regret to point out that the statement made by Shri Rao is subs-
tantially correct and that there has been a rather serious lapse on our 
'Part in this particular case. The facts of the case are briefty related 
below:-

Mis Ram Krishan Kulwant Rai submitted on 28th March, 1960 
(SI.No.18) a barter proposal for export of 25,000 tons slabs, 
ingots and blooms and wanted to import only stainless 
steel sheets. According to our prescribed formula, they 
were told that import of stainless steel sheets would be 
granted only to the extent of 1 ton for every 100 tons of 
slabs and ingots exported. The firm accepted this proposal 
vide SI. No. 20. Thereupon a letter indicating the terms o"d 

:3104 (E) LS-6. 
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conditions under which their barter deal may be approv-
ed was issued to them as usual on ;th May, 1960 (S1. No~ 
21). One of the conditions indicated in the letter was that 
the delivery, specification and price of the materials to be' 
exported will have to be mutually agreed upon by the· 
firm with Hindustan Steel Ltd. On 6th May, 1960 (S1. No. 
24) the firm accepted the terms and conditions and re-
quested us to confirm that they would be permitted to< 
import materials priot' to export on submission of a Bank-
Guarantee for 15% of the total value of goods to be im-
ported. We thereupon made a reference to Hindustan 
Steel. (S1. No. 25) asking them to confirm that the export 
side of the barter deal has been finalised by them and also' 
whether an import licence could be issued. Without fina--
Jising the export side of the deal with Hindustan Steel 
Ltd., the firm submitted a bank Guarantee for 15% of the' 
import value on 1st June, 1960 and also submitted import 
licence applications and the Bank GUarantee with the ear-
lier correspondence and S. I. C. Section was authorised: 
(S. 26) to issue import licences to the firm on the prp-
sumption that the export side of the deal has been duly 
finalised by them. This was indeed a serious lapse on' 
the part of my assistant as well as on my part. It appears 
that the firm has already imported some materials against 
these import licences and I am checking up the exact po-' 
sition separately. 

Although we are no doubt responsible for having failed to check 
the firm's proposal for issue of import licences with the relevant pre-
vious papers, the primary responsibility for this irregularity must 
lie on the firm itself. It was made quite clear in our letter of 5th 
May, 1960 in which the terms and conditions of the proposed deal 
was laid down that they must finalise the export side of the deaf 
with Hindustan Steel. They should not have, therefore, applied for 
import licence with Bank Guarantee before finaliSing the export side> 
of the deal with Hindustan Steel Ltd. Further the import licence-
already issued to the firm clearly indicates that the licence has been 
issued as per terms and conditions set forth in our letter of 5th 
May, 1960. They should not have, therefore imported any material 
against this licence before finalising the export side of the deal with 
Hindustan Steel Ltd. In the Bank Guarantee which the firm has-
furnished they have clearly given an undertaking to export mate-
rials and we can easily forfeit their Bank Guarantee for their failure 
to export the materials for whatever reasons there may be. We are 
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not bound to request Hindustan Steel to supply the requisite export· 
ing material to them and it is for them to get the exportable mate· 
rials from Hindustan Steel by mutual agreement. If they fail to do 
so, we can even blacklist the firm. 

From the talk I had with Shri Rao it is quite clear that Hindus-
an Steel is not going to supply 25,000 tons of slabs to this party to 

.mable them to fulfil their commitment against this particular barter 
deal. We have theref<)'re to find ways and means to adjust the im-
ports already made against other foreign exchange earnings of the 
firm. Unfortunately Shri Kulwant Rai or Shri Malik of the firm 
who was handling this affair could not be contacted. Shri Kulwant 
Rai is expected to be back in Calcutta tomorrow. I have, however, 
told a representative of the firm that they must stoll all further im-
ports against this licence and they should submit proposals for ad-
justment of the foreign exchange which they have already spent on 
the imports made against this licence. I am also issuing instructions 
to S. I . C. to stop issue of C. C . Ps. to this firm against all their im-
port licences until they have given a complete account of their 
pending import licences and have submitted acceptable proposals 
for adjustment of the foreign exchange spent by them On the im-
ports against these licences. I may add that the firm has got 'l 

number of other barter deals as also import licences as an estab-
lished importer against which the foreign exchange spent by them 
on the import of materials against this licence can be adjusted. If 
they do so we may let them off for this time with a severe warning. 
As regards my barter assistant and myself, we extremely regret 
that this lapse has taken place due to heavy rush of work and we beg 
to be condoned for this lapse. I shall take immediate steps to en-
sure that such lapses do .not occur again. At present I have been 
dealing with these barter cases with the help of only one Lower 
Division Clerk so as to awid delay. In further I shall have all these 
files sent up to me through the Supdt. and Section Officer so that 
there is sufficient check exercised. 

Controller. Sd 1- s. C. MUKHERJEE. 

26-10-60. 

It is most unfortunate that such a serious lapse should have taken 
place in the office. We must immediately explore all avenues to 
see that the damage is repaired. As Shri Kulwantrai ill arriving in 
Calcutta in a day or two, we should prevail upon him to surrender 
his other unutilised import licences of the eqUivalent value. In the 
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meantime, I find that DC (M) has already taken other precautionary 
measures. 

After we get a clearer picture, we may submit a detailed report 
to the Ministry. 

DC(M) 

Sdl- A. S. BAM, 
26-10-60. 



APPENDIX VII 

[See para 16 (1) (b) of the report] 

EXTRACT FROM 56TH REPORT (PART II-ApPENDICES) OF THE PUBLIC Ac-
COUNTS COMMITTEE (THIRD LOK SABHA) 

(ii) Paragraph 4.51 relates to the issue of the import licence to 
the firm of Mis. Ram Krishan Kulwant Rai by the Iron & Steel Con-
troller in contravention of these definite instructions that such im-
port licences should not be issued without first verifying ~hat there 
is a firm export contract as mentioned above. This mistake was ad-
mittedly made by the concerned officials in the Iron & Steel Con-
troller's Organisation. However, the Sub-Committee has observed 
that when this mistake came to the notice of the Ministry of Iron & 
Steel, the then Secretary "simply acquiesced in it and had not a 
single word to say about it." 

As a preliminary point, GQvernment would like to draw atten-
tion to the fact that the need to balance imports to the maximum 
extent possible with exports under this pre-import scheme was not 
over looked by the then Secretary. Well before the transactions 
that are referred to in this particular aspect of the Sub-Committee's 
Report, he drew the attention of the Iron & Steel Controller to the 
need for a realistic working of the scheme in his letter of February 
24, 1960, which is reproduced at pages 238 and 239 of the Report. 
This particular firm, Messrs Ram Krishan Kulwant Rai, is one of 
those particularly referred to in that letter. 

The import licence in this case was issued on 5th May, 1960 and 
the mistake came to light in November 1960. In paragraph 4.5(} to 
Sub-Committee has noted that information regarding this lapse was 
brought to notice in a round about manner and has referred to the 
informal discussion at Dum Dum airport on 13th November. In pa-
ragraph 4.51 the Sub-Committee has also adverted on the fact that 
the then Secretary did not even keep a record of the discussions 
he had with the Officers at Dum Dum airport. While it is un-
doubtedly true that the then Secretary (who was passing through 
the airport after inspecting a steel plant) did not himself record the 
discussions, Government would like to brin~ to the notice of the 
Public Accounts ComM:t~ ~ ~ that the Iron & Steel Controller com-
municated, in writing, the gist of the discussions the very next day 
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to the Chairman, Hindustan Steel, with a copy to the Secretary, 
Ministry of Iron & Steel. Thus, within a matter of 2. or 3 days, the 
substance of the discussions at the airport did in fact come on re-
cord both in the Ministry of Iron & Steel and with Hindustan Steel. 
It is not necessary when such discussion take place that the senior-
most Officer present, should himself record the discussions, provided 
that at any other level a suitable record was brought on file without 
any delay and there was no failure of the official machinery as a re-
sult of the then Secretary himself not recording the discussions. 

When the mistake came to light, the then Secretary tried his best 
to rectify the mistake by corrective action. In the ultimate analysis 
the mistake was in not ensuring exports commensurate with the 
authorised imports. It was for this reason that the Secretary con-
sidered, and in the opinion of the Government rightly, that thp l~~. 
ger interests of the country demanded that first prioTity should be 
given to try and fulfil the export commitment made against this deal, 
so that the necessary foreign exchange is earned. Such action at 
that stage could only be by calling upon the firm to discharge its ex-
port obligation and by providing it to the best extent possible the 
necessary quantum of steel for this purpose from Hindustan Steel 
Ltd. It was such action that the then Secretary directed should be 
taken as shown in paras (iii) and (iv) below. 

• • • • • 
Sdl- N. P. MATHUR, 

Joint Secy. to the Government of India 



APPENDIX VUI 

{See para 16 (I) (b) of the report] 

EXTRACTS FIOM THE 56TH REPORT (PART II-APPENDICES) OF THE PuBLIC 
ACCOUNTS COMMITTEE (THIRD LoK SABHA) 

2. The circumstances in which the import licence was issued in 
~favour of Mis. Ram Krishan Kulwant Rai without verifying whether 
.a contract with H.S.L. existed, are as follows:-

• • • • • 
3. Before issuing this letter of 6th June, 1960, with the advice to 

'the Steel Import Section to issue Import Licence it was necessary 
'to verify that the firm had actually concluded a contract with Hindu-
'stan Steel Ltd., for the export of the steel materials to be exported 
'against this deal. This was not done. The mistake was pointed out 
~o Iron and Steel Controller by Hindustan Steel Ltd., on 25-10-60 . 

• • • • • 
Sd/- T. SW AMINATHAN, 

Secretary. 
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APPENDIX IX 

[See para 16 (II (b) of the report] 

EXTRACTS FROM THE 56TH REPORT (PART II-ApPENDICES) OF THE PUBLIC 
ACCOUNTS COMMITTEE (THIRD LoB: SABHA) 

A chronological account of the correspondence, leading to the-
issue of a barter sanction on 5th May, 1960 and 5 Import Licences. 
on 7-6-1960 to Mis. Rlmkrishan Kulwant Rai, is given below:-

... ... • '" '" 
Before issuing the said letter on the 6th June, 1960 with the 

advice to the Steel Import oectIon to issue Import Licence, it was 
necessary to verify that the Hindustan Steel Ltd., had actually con-
cluded a contract with the firm for the export of the steel materials 
to be exported against this deal. This was not done. As stated' 
before the Public Accounts Committee, this was not done:, inadver-
tently. This mistake came to light on the receipt of Hindustan Steer 
Lt.d. letter, dated 25-10-1960. It is apparent from that letter that 
Mis. Ramkrishan Kulwant Rai had not entered into any contract 
with Hindustan Steel Ltd., for the fulfilment of the barter deal 
sanctioned on the 5th May, 1960 . 

'" '" • 
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Sdl- S. SAHAY, 
rroo and Steel COfl.t7'Oller. 



ANNEXURE TO APPENDIX IX 
[See para 16 (11) (b) oi the report] 

EX:RACTS FROM THE 56TH REPORT (PART II-ApPENDICl.S) OF THE PUBLIC'-
ACCOUNTS COMMITTEE (THIRD LOK SABHA) 

H. R. S. Rao 
Asstt. Sales Manager (Exports), 
Hindustan Steel Ltd., 
2, Fairlie Place, 
Calcutta-!. 

My dear Mukherjee, 

D.O. No. SE.16-14124313 
25th October, 1960. 

SUB: Barter export of SlabslIngotslBlooms in ~chaftge to
import of finished steel product$. 

I have to refer to your letter No. C/RKKI (32) 160 of the 7th Oct<r 
ber, 1960 addressed to Mis. Ram Krishan KulwantRai, Calcutta, 
copy to us. 

In this connection, I have to draw your attention to your letters-
Nos. SE/248/2153 of 9th June, SEI24BI13817 of 20th June, 1960 and' 
SEI4 of 26th August, 1960 from which it will be observed that we 
have sold 5,000 tons of slabs only to Mis. Ram Krishan Kulwant Rai,. 
Calcutta, against their various enquiries for slabs and Blooms. 

This confirms my phone conversation on date. 

Shri S. C. Mukherjee, 
Oy. Iron & Steel Controller, 
33, Netaji Subhas Road, 
Calcutta. 
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Yours sincerely, 
Sdl- H. R. S. RAO 



APPENDIX X 

[See para 16 (II) of the report] 

· EXTRACTS FROM THE 50TH REPORT OF THE PUBLIC ACCOUNTS COMMITTEE 
(THIRD LOK SABRA) 

4.41. When pointed out that this mistake came to their notice 
when the matter was reported by H.S.L. otherwise 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 system." It 
'Nas also stated that the original deal was sanctioned in May, 1960 
.and the mistake came to their notice only in November, 1960. By 
that time i.e. November, 1960, the party had made imports of 8297 
tonnes of steel valued at Rs. 95.0S lakhs and a balance of 149 tonnes 

· worth Rs. 3.90 lakhs was only left. The customs permit was stop-
ped at that time until the party entered into contract with H.S.L. 
'{which was done on lS-1-61). The party made the remaining imports 
worth Rs. 3.90 lakhs by February. 1961, thus making total imports 
Qf Rs. 98.98 lakhs. In regard to exports made, the Deputy Steel 
Controller stated that "they have not exported anything. The con-
tract with H.S.L. is in dispute. They have not taken any material 
at all." As regards bank guarantees, he stated "that also has ex-

· pired." 

4.4S. It is also very surprising to note that there is no regular 
system in the office 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 
~1icences and by which timE: the party had made bulk of imports. 
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APPENDIX XI 
[See para 16 (II) of the report] 

EXTRACTS FROM THE DISSENTING NOTE ATTACHED TO THE MAJORITY REPOR'I 
OF THE COMMITTEE OF INQUIRY (STEEL TRANSACTIONS) 

(FEBRUARY, 1968) 

III.121. Q. How much of it (imports) was outstanding at the 
time? 

A. In the PAC I had given the figure that the party had made 
imports of 8297 tons of steel valued at 95 lakhs and a 
balance of 149 tonnes worth Rs. 3.9- lakhs was only left. 

III. 122. Q. It would still have been in the national interest 
to cancel the remaining import licence at that stage? 

A. I did not do so because he was expected to earn foreign 
exchange and HSL was being persuaded to give the ma-
terial. So we simply stopped the CCP for the time being 
to force him to sign a_contract with H.S.L. 

III. 123. Q. Stoppage of CCP was, on your own admission, an 
illegal move. But you were reluctant to have the remedies 
which were open to you legally. How do you explain this 
attitude on your part? 

A. I judged that as most of the imports had been made already, 
it would be more to the interest of the country to make 
him earn the foreign exchange rather than punish him for 
a small tonnage which was still to be imported. 

III. 126. Q. The remedy immediately available at that time 
was forfeiture of the bank guarantee of Rs. 15.15 lakhs and 
saving of foreign exchange of over Rs. 3 lakhs.·· 

A. Yes . 

• Our Committee's investiption ·,howa that lICtUally Custom. Clearance Permit. of tbe 
'VIIue of RI. 26,94.788 were isaued lifter 2sth October. 1960. 8hri Mukherjee had given 
'Wrong figures both to our Committee II well .. to the P,A.C. 

"This was based on Shri Mukherjee's wroog statement. AC"ll""~·' It-I'! rtll'''r'y fhn 
lvailable was forefciture of bank l!ual"llr:tce of RI. J ~ lakca aod savio, of fore/an cxchanJC of 
nearly 27 lakhs. 
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APPENDIX XII 

[See para 16 (II) of the report] 

EXTRACTS FROM THE DISSENTING NOTE ATTACHED TO THE MAJORITY 
REPORT OF THE COMMITTEE ON INQUIRY (STEEL TRANSACTIONS) 

(FEBRUARY 1968) 

5.48. I have given above only a very few questions and answers 
from the volumonous evidence to show that Shri Mukherjee even 
while admitting his lapse and appearing to be suggesting "very 
strong" measures on paper, could not think of anything more than 
a "severe warning". He tried to exaggerate the difficulties of 
getting the licences cancelled. In the beginning, he even tried to 
say that he was not aware of the provisions regarding cancellation 
of licence."'" He knew that the "strong" measures he was sug-
gesting were an eye wash, that CCPs could not be stopped and 
were not in fact stopped. I have reasons to think also that he was 
deliberately understating the value of the material still to be 
cleared. The actual value of the imports brought in after 26th 
October, 1960, was Rs. 26,94,788 which included Rs. 9,55,532 on 
account of stainless steel. If he had taken steps to forfeit the bank 
guarantee and cancel the licence at the end of October, 1960 he 
could have saved nearly Rs. 27 lakhs of foreign exchange and realis-
ed Rs. 15,15,000 by way of guarantee money. He could still have 
set the firm the task of earning the remainder of the foreign ex-
change by making an export effort. Even in the course of the 
evidence, Shri Mukherjee's thoughts went unconsciously in the 
direction of the hardship which he would have caused to RKKR 
if he had cancelled the unutilised portion of the licence. He was 
thinking of the letters of credit that might have been opened by 
RKKR in favour of the foreign exporters (vide his answer to 
Question No. 138 above). 

5.49. If immediately after his lapse was first brough~ to his 
not;ce by an outsider, viz. Shri H. R. S. Rao, in August, 1960, Shri 

••• T.,p '111~~·;O"S anti A ....... "T'!I reporc'l'~..A aro,.,.· r .. 1A''''n.he t h·rr ~p~. nr ~hr' Wl'lrl-"r-' 
.. -'A ,,~,1 ~""I~""q·;n". On the fiT'll' tillv of h:~ I"l!:Am'r,,"nr .... r~t' l- .... r r~)- .. r .. r ... ·. T.t

,"0111,t h~ cl):IH ~,fo~ CO"1Ml: .. ~ ",t" his dl'mll"~~ for t"lt'ers'or of t-,rk ... ,,,,,,,,tl"l". 
H'~ """Wen. l"!D·o-inryo.11n th .. lll'Jltf'th C"QD'~ ofth'" Nn'" ofD·Mf'r'. II"M'" ,}op' lo .. Jorr,,' 
all ,\'~"U' c1"cen~ion of'moort \iCeo-ce. He h'mselfml'J1t'nrNl '''C'' PC"I\I"" to N'TC' .. l )"C"f"rrf'!: 
as th~ ~l'\':';on beh'nd h's c4eman~~ tn· .-x-,.rfl' .... r o~ l-r .... 1(1' .. rrt l"l'. f,dr to'~ TnT r!"1' '1' 
Ques.jons 1-194 and 195 reproduced in Chaptr IV ofth:, Note. 
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Mukherjee had taken steps to forf~it the guarantee bond, and 
·cancelled the licences, he would have saved for Government total 
foreign exchange expenditure of nearly 90 lakhs (Rs. 89,94,605 to 
be precise) and recovered Rs. 15,15,000 by way of guarantee for-
feiture. However, the fact is that he knew from the beginning that 
he was issuing import licences without there being an export con-
tract. 



APPENDIX XUl 

[See para 16 (III) (a) of the report] 

EXTRACTS FROM THE 50TH REPORT OF THE PUBLIC ACCOUNTS COM-
MITTEE (THIRD LOK SABHA) 

Bank Guarantee Form: 

4.62. The Sub-Committee were informed during evidence that 
although the Ministry's letter of 2-2-1960 (Annexure A) laid down 
that the party should furnish an absolute guarantee to export, the 
Solicitor of the Iron & 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 the 
bank guarantee form (at Annexure B) in a qualified manner in 
that the condition of the guarantee was that "the Iron & Steel Con-
troller 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 Mis. Hindu-
stan Steel Ltd.". Therefore, the actual form of the bank guarantee-
as drafted by the Solicitor was quite different in all material res-
pects from the intentions of the Government's letter. 

4.63. Asked why they went to the Solicitor when the terms of 
t~1~ 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, 
t.he 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 Ministrv's letter where 
some conditions were !liven for pre-imports. we thourzht that we 
should have a look at the form and we sent it to the Solicitor . H~ 
felt that this form is not suitable and he drafted a different form." 
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When pointed out that the previous form was better than the 
revi&ed one as under that, the currency period of the guarantee 
could be fixed by 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 timely 
action." 

4.65. The Sub-Committee enquired if the Controller was not at 
fault in not insisting on bank guarantees in terms of Ministry's 
letter dated 2-2-1960, the Secretary stated that "The Steel Controller, 
when he found that the Solicitor draft~d the bank-guarantee in a 
form which did not entirely carry out the wishes of the Ministry 
should have really brought this matter to the notice of the Minis-
try or taken it up again with the Solicitor. There was undoubtedly 
failure on his part to do so. Quite often as laymen we issue instruc-
tions and lawyers draft them differently. I do not say that it was 
a grievous omission although it would have been better if he had 
brought it to our notice so that we could have either modified our 
instructions or acquiesced in that particular form of guarantee." 

4.66. This is yet another case where Iron & Steel Controller did 
not carry out the conditions laid down by the Ministry in their 
letter dated 2-2-1960 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 of their consideration. 
The Sub-Committee regret it to the Solicitor who drafted the 
guarantee form which was not in consonance with the intention of 
the Ministry. 

The Sub·Committee fail to appreciate the attitude of the Gov-
ernment 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 
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 Iron 
& Steel Controller, with attendant difficulties in enforcing the same. 
The Sub-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. 
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4.67. They would 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. 

. From 

'To 

;Sir, 

ANNEXURE 'A' TO APPENDIX XIII 

No. SC (C) 5 (5) 160 
GOVERNMENT OF INDIA 

MINISTRY OF STEEL, MINES & FUEL 

(DEPARTMENT OF IRON & STEEL) 

New Delhi, the 2nd February, 1960 

Shri C. A. Nair, 
Officer on Special Duty. 

The Iron & Steel Controller, 
33, Netaji Subhash Road, 
Calcutta-!. 
SUBJECT: Procedure for barter deals. 

---------
Magha 1881 (Saka) . 

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 category. Hence the pro-
cedure to be followed for barter deals in exports involving the ex-
port of scrap, pig iron, or steel ingots or slabs has been considered 
in consultation with the Ministry of Finance and it has been 
decided to revise the existing procedure. 

In cases where delay in exports is anticipated for reasons satis-
-factory to the Iron and Steel Controller, the following procedure 
may be adopted: 

(a) On proriuction of an irrevocable letter of credit assigned 
in +"e favour of the e':;Jorter for the value of the entire 
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q\Hllltity, an import licence, for import of steel items may 
be issu.ed. 

(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 per cent of the value of the import licence 
applied for. 

It should be made clear to the exporter that the guarantee will 
be forfeitable in. case of' failure to earn the foreign exchange by 
export, whatever be the reason therefor. It should also be made 
dear to the. export& that in case of failure to export, Iron and Steel 
Controller, will have no further· dealings with him. The guarantee 
will be releasable on ac.tual export of the full quantity contraeteci 
for. 

Import licence should be issued only in cases where a firm con-
tract for export exists. 

Yoors faithfully, 
Sd/- C. A. NAIR, 

Officer on Special Dut'll, 

ANNEXURE '8' TO APPENDIX XIII 

NON-JUDICIAL srI'AMP 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 busi-
ness amongst other places at ........ hereinafter referred to as the 
OBLIGOR (which term shall unless excluded by or repugunt to 
the subject for context include the partners therein for the time 
being and their respective heirs, executors, administrators and 
assigns) ........ a Banking Company having its regi.stel:ed omes at 
........ and branch office inter alia at ........ hereinafter referred 
to as the SURETY (which terms shall unless excluded by or repug. 
nant 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 ex-
cluded by or repugnant to the subject or context include his succes-
1IOr or successors in oftlce and/or assigns to pay the sum of ." •.... for 
such will and treaty to be made by the obligor and the Surety bInd 
ourselves jointly and severally by these presents:-
3104 (E) LS-7. 
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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. Hindu-
stan Steel Ltd., within three months, 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 undertak-
ing of the Obligor to export ........ produced by the Hindustan Steel 
Ltd. NOW THE CONDITION of the above written bond is such 
that if the Obligor shall fail to secure foreign purchaser for an 
arranged 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 Hindustan Steel Ltd., or such further time as the 
Government may agree to allow to the Obligor these presents shall 
remain in full force and virtue and otherwise the same shall, be void 
and no effect AND it is hereby agreed and declared that the obliga-
tion of the Surety under these presents shall not be impaired in Rny 
way by reason of time or facilities being allowed to the Obligor by 
Government without notice to the Surety. 

In WITNESS WHEREOF the parties of these presents have here-
unto set their hands and seals this 

SIGNED SEALED AND DELIVERED BY 
the Obligor 

above names 

SIGNED & DELIVERED for and on 

behalf of the 

Signed Firm. 

in the presence of: 

Valid upto ....... -

Signed Bank 

The Surety above named. 

by the said Bank at 
in the presence of:-

, 
.\ 



APPENDIX XIV 
[See para 16(IlI) of the report] 

EXTRACTS FROM THE DISSENTING NOTE A'M'ACHED TO THE MAJORITY 
REPoRT OF THE COMMITTEE OF INQUIRY (STEEL TRANSACTIONS) 
(FEBRUARY, 1968). 

FORM OF BANK GUARANTEE BOND 
4.1. One of the conditions for the grant of a pre-import licence 

was that if a barterer was unable to furnish an irrevocable letter of 
credit for the entire quantity of export, he should be required to 
furnish a banker's guarantee to the extent of 15 per cent of the value 
of the import licence. It was to be made clear to the barterer that 
the guarantee was forfeitable in case of failure on his part to earn 
foreign exchange by export whatever be the reason therefor. 

4.2. In some of the semis barter cases, the firms failed to earn 
the foreign exchange spent on pre-imports; but in no case was the 
bank guarantee forfeited. The failure to invoke the bank guarantee 
was undoubtedly, in part at least, due to a realisation that in form 
in which the bank guarantee was taken, it was of no avail. An 
examination of the form of the bank guarantee has thus become 
necessary. 

4.3. How the Guarantee Bond was evolved.-It has been stated 
that the bank guarantee form was drafted by Shri S. N. Sen, the 
Central Government Solicitor at Calcutta. Shri S. C. Mukherjee sent 
to the Solicitor a note dated 9th March, 1OO() in which he sought 
advice on the form of the bank guarantee. In the said note Shri 
Mukherjee had indicated to the Solicitor the purpose which the 
guarantee bond was to fulfil in the terms mentioned in the Ministry's 
Letter of 2nd February 1960. The records show that Shri S. N. Sen 
prepared a draft of the guarantee form and sent It to Shrl Mukherjee 
with a note dated 26th March, 1960. Thereupon, Shri S. C. Mukherjee 
put up the form to the Controller with the following note:-

"Controller and P&AO may please see. We may ask all firma 
who have already been granted IlL and furnished bank 
guarantee in the old form to replace them by the one drawn 
up by the solicitor." 

Sdl- S. C. MUKHERJEE, 

Shri Bam put his signature below this on 4th April, 1960 ~~g 
his approval. 

s 
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4.4. It appears that when the matter was being investigated by 
the Public Accounts Committee Shri Mukherjee claimed that all he 
did was to adopt the form of the bank guarantee that was suggested 
by the Central Government Solicitor and tHat, riot being himself a 
lawyer, he did not examine the form to see whether it did fulfil the 
requirements laid down in the letter dated 2nd February, 1960. 

4.5. Substantial changes in the form.-Our Committee's investiga-
tion has revealed that Shri Mukherjee had not only made vital and 
far-reaching changes in the form after it was received from the 
Solicitor but had accepted guarantee bonds in which the banks had 
given themselves the liberty of limiting their liability to short periods 
which was not contemplated by the Solicitor's form. According to 
Shri S. N. Sen's evidence, the contingency on the happening of which 
the amount guaranteed by the bond was forfeitable was stated as 
follows in the form prepared by him: 

"The condition of the above written bond is such that if the 
Obligor shall fail to secure foreign purchaser for and 
arrange ejcpOrt out of India of ........ (1) ........ tons of 
........ (2) ........ produced by Hindustan Steel Limited 
within ...... (3) ...... months from the date of these 
presents or such further time as the Government may 
agree to allow to the Obligor ...... " 

4.6. Shri S. N. Sen, who was examined by the Committee, explain-
ed that the furm of the bond prepared by him, of which he had kept 
a carbon copy in his own file, fulfilled· the requirements laid down in 
the Ministry's letter dated 2nd February 1960. He explained that his 
form required the Obligor i.e., the firm, to export within the specified 
period from the date of the bond unless the time was extended by 
Government, it was at the Government's pleasure to extend the time 
or not. The criterion for enforcement of the bank guarantee accord-
ing to the form devised by him was the eftiux of a fixed period of 
time mentioned in the blank space No. (3) above. He expected this-
period to be fixed with reference to the delivery period etc. men-
tioned iIi each particular contract, but once the period had been 
mentioned, the bond W8! capable of beittg invoked on the basis 
entirely of the fact of failure to export and the ~ux of a definite 
or ascertainable period: of' time from the date of the bond. No 
other' criterion or reason was relevant or material for the enforce-
men.t ot the bond. Therefote accordlhg to stitt S~ N: Sen, the re-
quirement of the Ministry's (viz., that the guarantee sliould' be-' 
forfeited on fallure to export "whatever be the reasons therefor" 
was completely met by his form. Shri S. N. Sen said that in the 
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form which he had drafted there was no prOVISIon for the bank 
limitiJ'lg its .1.i&bUity bY:S4ymg "vlIJid upto .... It. Such a ,llipitation 
.lV~ not contempJated by Aim. 

4.7 .. The.noteof $hri M\l.kherjeewith.wlPch he put up the form 
.dr.aHed by the Solicitor for the jpformation and approval of the Con-
troller did not mention that he (Shri Mukherjee) had made any al-
terations in it. Actually Shri Mukherjee filled up the blank space 
marked II (3)" above with the ~on:l "three" and he changed the 
words l,Uld~rl,i,ned above (viz., "months from the date of these pre-
.sents") illto ~'months from the date of delivery by Hindustan Steel 
. Limited". He made these alterations without consulting the 
SoJ,icitor or anybody else. 

4~8. It should be mentioned at this stage that Shri S. N. Sen was 
examined by our Committee on ~rd October, 1967, andShri S. C. 
Mukherjee was examined by the Committee on ftve days commenc-
ing on the 18th September, 1967. To begin with, our Committee 
was not aware definitely of any changes having been made by 
anybody in the form of the guarantee bond as prepared by 

the Solicitor. The Committee proceeded on the assump~on t,hat the 
form actually adopted in the several cases of barters was the Qne as 
frlUll~lily the Solicitor. Shri N. N. Wanchoo, who had been examin-
ed tlarlier by the Committee was not aware that any changes had 
been ma«e in the form drafted by the Solicitor. He deposed that in 
his Qpinion it was the duty of the Iron and Steel Controller to have 
",plied his mind tQ the form as ciJ:'afted by. the Solicitor to see that 
it fulfilled the conditioRS laid down in the Ministry's letter of 2nd 
February 1960 and he felt that there was a failure to that extent. At 
the same time he mentioned that it was usual for lay officers general-

; ly to accept the advice of legal. experts and not to scrutiniJe criti-
cally the forms and opinion given by professional men. 

4.9. This . was , thebackgl'ound in my~ind when the C~ittee 
began to examine Shri Mukherjee on 18th ~ptember, 1967. It was 
not clear to me what exactly was the form drafted by the solicitor. 
The ftle contains several forms with various corrections and altera-
tions. So Mr. Mukherjee was questioned as follows: 

1.185. Q. Have you recently seen the draft ·that tlle .. Solicitor 
prepared? 

A. Yes, two or three months back the ftle came to us. 
Q. Where is that form-in Calcutta or here? . 
A. Ido not know. It is not in my office in Calcutta. 
Q. You had supplied certain blanks left ov«by the Solicitor 

In the form of guarantee drafted by him. What are those 
blanks which you supplied? 
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A. Without se..:iug that, I will n~t be able to say. 
Q. Did you in your own judgement consider that the form 

satisfied the conditions laid down by Government? 

A. I did not apply my mind. The Solicitor's was the final word 
in drafting. 

Q. You acted blindly and on trust? 

A. I submitted it to the Controller and he said "yes this could 
be one". We thought that since the solicitor had drafted 
something, we could not improve it, except that where he 
left blanks I filled them. We did not at that time apply 
our mind. It was not usual in legal matters because we 
always go by what the Solicitor does. 

4.10. Shri Mukherjee maintained that the form which he adopted 
on the advice of the Solicitor fulfilled the condi,tions laid down by 
Government. Then he was asked questions as follows: 

1. 192. Q. Take this form a finally accepted by you which is 
at page 254 of the PAC Report. Suppose you had filled up 
the blanks (at the end) in this fashion: "valid upto 30th 
September, 1960." Assume there is delay on the part of 
HSL to supply the material. They failed to supply the 
materials even by a certain date, say by the beginning of 
September. Please explain how this bond could be enforced 
for failure to export in this case? 

A. We have to get it extended. 

Q. Therefore this bond by itself does not help you. Who bas 
to get it extended? 

A. We have to ask the party to extend the guarantee. 
Q. If he refuses? 
A. We can cancel. 
Q. Cancel what? 
A. The licence. 
Q. The licence has already been availed of? 
A. Then of course it would be dimcult. 

Q. Therefore even by filling it up in the fashion suggested by 
me and with that little delay in the supply of material 
could this bond in those circumstances be enforceable? 

A. No, it will not be enforceable unless the validity ill extend-
ed. 



99 

Q. Was ibis clause at the end, "valid upto ...... " in the form 
approved by the Solicitor? 

A. I do not remember. But I think it was not there. It had 
to be introduced because the bank would not give an 
indefinite guarantee. My recollection is that he did not 
put it. This is the form in which they always give the 
guarantee because banks never give any indefinite bank 
guarantee. 

4.11. Our questions, therefore, on the very first day of Shri 
Mukherjee's examination proceeded on the footing that apart from 
the "period of validity" there was no other change introduced by 
Shri Mukherjee. 

4.12. On the second day of Shri Mukherjee's examination he was 
again asked about the form of the bank guarantee as follows:-

II.7. Q. Yesterday we were on the guarantee bond. Please 
make it clear what walt your contribution to the evolution 
of the final draft of the guarantee bond, because we might 
have to ask other people about it. What alterations and 
additions did you make in the form of the guarantee bond 
after it came out of the Solicitor's hands? 

A. Unless I see the file it would be difficult to say. 

Q. You said you inserted the words "three months from the 
date of delivery"? 

A. That is my recollection because he had left it blank. 

Q. Why did you insert that phrase "within three months"? 
A. I thought that was a reasonable time to be given to the 

exporter to export. After delivery he should be given 
some time. 

Q. What do you mean by delivery? 
A. Delivery by HSL. 

Q. At port? 
A. Yes. 

Q. What is delivery? You wfIl have to ascertain What it 
means? 

A. The Solicitor had drafted the words "from the date of 
delivery". He only left the period blank and 1 inserted 
"three months" considering that it was a reasonable time. 
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Q. You will have to ascertain the date of delivery in the legal 

sense. -Did you feel you were competent to determine the 
date of delivery in the execution or operation of a contract 
between ,- HSL lad a barterer to wlrlch COl'ltract' -you were-
not a' party? ,-

A. The words "date of delivery" were perhaps put by the 
solicitor. Perhaps I oilly inserted the words "three months". 

Q. Where did you insert it? 

A. ...... if the obligor shall ,fail to ~ecure foreigIli purchaser for 
and arrage export oat of India of ...... pooducedby the 
HSL, within, three months out of India &om the date of 
delivery of materials by HSL .... 

Q. Your contribution was ''three months"? 
A. That is my recollection. I have to see the file. 
Q. I am showing you a form with alterations. Let us proceed 

on the assumption that these were the alterations that 
you made. We will check it up with the other thing when 
we get it. According to this document, the words you 
inserted seem to be "within three months" from the 
date of delivery of material by R.S.L. You altered the 
words "From the date of these presents" to "from the 
date of delivery". 

A. Yes, if this is in my handwriting. 
Q. Did you realise it would be necessary for you to determine 

the precise legal date of delivery in each case for the 
purpose of enforcement of this guarantee bond and you 
thought you'had iker macl1mery for 'd~ngal1 that? 

A. Normally, Sir,. if :we ;had'reason to doubt we would just 
,write to the')lIatzUr:: to ;bavoke 11\e guaraniJee. : It is for the 
uther party to raise trouble.. 

Q. It is very funny way of doing Government business to 
expect somebody else to raise :trouble instead of taking 
initial precaution yourself to avoid trouble. Furthermore 
why did you allow as much as three -months after 
delivery? 

A. Because I considered it was a reasonable time after 
delivery by HSL. 

Q. Where did you think delivery would normally take place? 
A. It depended on -the 'comract, if it was f.a.s. then it would 

-be f.a.s., if f.o.r. it would be f.o.r. and f.o.b. it would be 
f.o.b 
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Q. Did you -alter it with reference to the ierms -of ,a :particular-

contract? 
A. No, Sir, it was a standard form. 

Q. With no relationship to a particular contract? 
A. Yes, Sir. 

Q. Suppose the contract was f.a.s., even then you regarded 
three months as reasonable time? 

A. No, Sir, not necessary at all. 

.Q. Then what is the meaning of your putting three months in 
a mechanical way for types of contracts? 

A. It could be changed for !different types of contracts, but 
.we did not change. 

Q. When you received the bank guarantee in a par.ticular case, 
did you see how the date of validity as stipulated by the 
bank compared with the date of execution of the contract 
according to the contract documents? 

A. No, I do not remember. Each case has to be seen. It is 
normally the office who checked it. I did not check all 
of them personally. 

Q. Did it not occur to you whether it was a -necessary part of 
our duty to check whether the validity date covered a 
sufficient period t.o make it e1feoUve? 

A. At my level I had not been checking it. 

4.13. From the questions and answers reproduced above it is 
,clear that Shri' Mukherjee tried in the beginning to suppress the 
fact that it was he who ch.anged the form of the bank guarantee and 
make it practically useless. 

4.14. The question now remains to be -ooDJideFed whether he 
-made these vital alterations with a full knowledge of their impHca-
tima or just carelesaly. Knewing that ·we were, at the time, we 
examined him, handieapped by want -of knowledge as .tohis precise 
oontributionto the guarantee bond, it ,.,as unfortunate that an 

-attempt should have been made to mislead the Committee by saying 
that it was the Solicitor who had put in the words "months from 
the date of delivery", whereas in point of fact it was Shri Mukherjee 
who changed the words "from the date of these lXesents" to "from 
the date of delivery by HSL". From the fact that an attempt was 
made to mislead us on this point, I conclude that he knew the 
significance ·of what he had done. 
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There is another circumstance which conclusively eStablishes 

'Shri Mukherjee's awareness of the implications of what he had done. 
In the case of the pre-import licences issued to Mis. Ramkrishan 
Kulwant Rai on 10th June 1960, Shri Mukherjee was aware that 
the firm had not export contract with HSL. In that connection 5hri 
Mukherjee had recorded a note on the 26th October, 1960, as 
foIlows:-

"In the Bank Guarantee which the firm has furnished they 
have clearly given an undertaking to export materials 
and we can easily forfeit their Bank Guarantee for their 
failure to export the materials for whatever reasons there 
may be." 

4.16. With reference to this note, Shri Mukherjee was asked 
whether on or about the date (26-10-60) on which he recorded the 
note he had seen the bank guarantee furnished by Ram Krishan 
Kulw~1'1t Rai and satisfied himself that that particular bond did not 
have any reference to "three months from the date of delivery" and 
whether he looked at it from that point of view. His answer is re-
produced below:-

III. 37. A. It is my impression from my note that I did see 
the bank guarantee at that time and found that they have 
agreed to give an undertaking to export without linking 
supply with H5L, a deviation which perhaps was not 
noticed by our office earlier. So I recorded this note. 
Here perhaps we were in a stronger position to invoke 
the bank guarantee. That is my recollection. 

Q. 50 your present recollection is that there was a deviation 
from the standard form in the bank guarantee that was 
furnished to you by RKKR originally? 

A. Yes. 
4.17. This answer clearly proves that 8hri Mukherjee was aware 

.that where the bank guarantee was linked with the date of delivery 
by HSL it would not be possible to enforce it without reference to 
facts or disputes about delivery. In other words, his deliberate 
.action in introducing reference to the date of delivery in the 
standard form was made only with the idea of defeating the bank 
guarantee. 

4.18. There is another document which conclusively establishes 
5hri Mukherjee's awareness of the eft'ect of what he had done to 
the bank guarantee form in a letter, 'D.O. No. C /Progressl (96) 160, 
dated 18th July, 1960 to the address of Shri Bhoothalingam (drafted 
.by S11ri Mukherjee and signed by Shri Bam) he referred to the 
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serious situation that may arise if deliveries are long delayed in 
cases where pre-import licences had been issued.. The following is 
an extract of the relevant portion of the letter:-

"This might create a very serious situation as we have, in 
many cases, permitted the firms to import steel, before 
export, against 15 per cent bank guarantee. Although the 
form of the Bank Guarantee (copy enclosed) has been so 
drafted by us in consultation with the Solicitor to the 
Central Government at Calcutta that the parties cannot 
go back on their commitment for export simply on the 
plea that supplies have been delayed by Hindustan Steel, 
we may find it difficult to force them to export the 
materials, particularly in cases where the prices of export-
able g'Oods go down considerably." 

From the Ministry's file in which this letter is recorded, it is seen 
that the copy of the guarantee bond was not actually sent along 
with this letter but the letter clearly shows that Shri Mukherjee 
knew that a guarantee bond, if it was to be useful must not have 
reference to date of delivery. And it is in respect of this vital as-
pect that he made the change in the Solicitor's form, without 
anybody's knowledge. In the letter above, he was no doubt giving 
assurances that everything was all right although he knew that the 
guarantee bond form as changed by him was very far from being 
all right. 

4.19. There is another serious matter, namely, that when this 
question was being enquired into by the P.A.C., Shri Mukherjee 
allowed it to be understood that the form of the bank guarantee that 
was being used by him was the one that was suggested by the 
Solicitor. He allowed it to be understood that the defect lay more 
.in the failure to watch renewal of bank guarantee than in the form 
itself. This had the effect of diverting attention to the question of 
failure to watch renewals etc. He did not even disclose the fact 
that the Government Solicitor's form did not contemplate that the 
bank should be permitted to limit its liability by reference to a dead-
line and without reference to the reasonable needs of the particular 
undertaking the fulfilment of which was to be guaranteed. A system 
of bank guarantee that requires periodical renewal without any 
sanction for compelling renewals is not a system that can be counte-
nanced; and why should anybody agree to renew when there is no 
hold on him? The actual barter cases indicate that the ftrms did 
.renew these bank guarantees only for so long a! they had yet to tet 
a Customs Clearances Permit for t.he clearance of their imported 
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consignments; but once they got all the consignments cleared, they 
'ft8iura11y"declined toc.renew.ln' the actual bank guaranjees Which 
the Committee had seen, the period of validity chad been generally 
put in as six months or ,even less. Shri S. C.,Mukherjee's assertion 
,that banks ,would not give guarantees with longer period of validity 
has no basis. The Committee had seen bank guarantees given to 
other Departments by the State Bank of India which were valid 
,for as, long as three years from the date of the bond. 

4.20. It seems, therefore, that Shri Mukherjee should be held 
responsible: 

(J) for having made very vital alterations in the form of 
guarantee with the awareness that by so doing he was 
protecting not the interest of Government but conferring 
practically complete jmmunity on the fiIms; 

(b) for having misled Shri Wanchoo, while he was giving 
evidence, before the Public Accounts Committee, to believe 
that no alterations had ,been made in the Solicitor's draft; 

(c) for having in the beginning also tried to mijiled our own 
Committee; and 

(d) for effectively depriving the Government of the protection 
or safegJIard which the bank guarantee was intended to 
provide, by 

(i) allowing banks to limit the duration of their liability 
to short periods, usually six months or less; and 

(ii) by making the enforcement of the l>ank guarantee 
dependent on settlements of dispu.tes copcerning dates 
of effective delivery which may embrace such diverse 
topics as quantity offered for delivery quality of the 
m~terial offered for delivery vis-(l-vis contract specifica-
tions, legal ~te of delivery, wb..en is d~livery complete, 
moduS' and points of _delivery, and so forth. 

4.21. Legalfeotbility of Guarantee ,Bond in ab80lute term.'I.-
In this connection, I must refer to a question which has been de-
bated before the Committee W. whether a guarantee bond that was 
to be enforceable whatever may be the reason for the failure to 
export is at all legally .ofeesible 'in such absolute ·terms. Apart from 
force major or some such legal conoepts which probablygovem all 
undertakings (and not merely guarantees) I do not see how from 
the ordinary commonaense point of! view it is unreasonable to de-
'JQaDd'that in consideration of having been allowed foreign exchange-
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for import, one should agree to forfeit a certain sum in the event of 
failure to make good the foreign exchaBge by export of specified 
commodities. It is the business of the obligor to protect himself by 
inserting suitable sefeguards against non-supply in his separate 
contract with the supplier. Those safeguards, might well include 
provision for the obligor's liability to others in the event of failure: 
of supply. If he makes those safeguards, no hardship is caused to 
him. His failure to provide hiJ!lSelf with the safeguard which is 
open to him, would be no reason for saying that the guarantee 
which he himself has furnished to Government· is unenforceable. 



APPENDIX XV 
[See para 17 of the Report] 

COMMENTS OF THE MINISTRY OF STEEL AND HEAVY ENGINEERING ON THE: 
FURTHER QUESTIONS OF PRIVILEGE RAISED BY SHRI MADHU LIMAYE, MEM-' 
DER, LOK SABRA, IN HIS LETl'ER OF THE 22ND MARCH, 1969, ADDRESSED TO' 

THE SPEAKER OF LoK SABHA. 

The Honourable Member has referred to two instances of alleged 
false evidence. 

(i) That Shri S. C. Mukherjee, in his reply before the Public 
Accounts Committee had stated that the mistake in issuing the pre-
import licence to Mis. Ramkrishan Kulwantrai without ensuring that 
there was a firm contract for export with Hindustan Steel Limited 
was noticed by him in the month of November, 1960, although he 
came to know of the misiake very much earlier, namely on 26th 
August, 1960. Incidentally, Shri Madhu Limaye has also referred to 
incorrect figures furnished by Shri Mukherjee to the Public 
Accounts Committee in regard to the value of imports made by 
MIs. Ramkrishan Kulwantrai after the mistake was noticed. 

(if) The second instance of alleged false evidence given by Shri 
Mukherjee before the Public Accounts Committee is regarding the 
form of Bank Guarantee in the case of the barter deals. 

Following are the facts in regard to the first instance (relating 
to the issue of import licence to M/s. Ramkrishan Kulwantrai 
without ensuring that they had finalised the contract with Hindus-
tan Steel Ltd.) came to notice, it may be mentioned that the first 
reference to it was made in Shri S. C. Mukherjee's note in File No. 
CP/RKK/32/60 extracted Appendix 4, Annexure IT of the 56th 
Report of Public Accounts Committee part 2, pp. 30-31, dated 26th 
October, 1960 wherein he admitted that a serious lapse had occurred. 
In this note, Shri Mukherjee referred to a telephone conversation 
that Shri H. R. S. Rao, Asstt. Sales Manager of Hindustan Steel 
Limited had had with him on the previous day, when Shri Rao had 
brought the matter to his notice. This conversation was also refer· 
red to by Shri Rao in his letter of 25th February, 1961 to Hindustan 
Steel Limited's Head Oftlc~ at Ranchi, wherein Shri Rao had stated 
that he had conveyed to Shri Mukherjee in August, 1960 itself, that 
he had learnt by accident from the representative of M/s. Ram-
krishan Kulwantrai that the party had been able to secure pre-
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import licence for approximately, one Crore of Rupees, without 
having entered into a contract with Hindustan Steel Limited. Shri 
Rao, however, added in that letter that Shri Mukherjee, during the-
course of this telephone conversation had mentioned to Shri Rao 
that there was nothing to worry about, as it would be possible to get 
the party to export, if not the semis, some other items like ores. It 
must be remembered at this stage that an earlier barter deal with 
MIs. Ramkrishan Kulwantrai for the export of 5,000 tons of slabs 
and the import of finished steel had been approved by the Steel 
Controller and a contract had been entered into by the party with 
HSL. Shri Mukherjee who was asked by the Sarkar Committee whe-
ther Shri H.R.S. Rao had told him on the 26th August, 1960, as he 
claims to have in his letter of 25th February, 1961, explained that he-
came to know of the lapse only on 25th October, 1960 from Shri H. R. 
S. Rao, as recorded by him (Shri S. C. Mukherjee) in his note of 26th 
October, 1960. The position is that there were two barter transac-
tions for semis which MIs. Ramkrishan Kulwantrai had proposed-
one for 5,000 tons and the other for 25,000 tons. There is also 
reference to two telephonic conversations between Shri S. C. 
Mukherjee and Shri H.R.S Rao, one on the 26th August, 1960 and 
the other on 25th October, 1960 when these barter deals were dis-
cussed. There is no dispute between Shri H.R.S. Rao and Shri S. C. 
Mukherjee that the 25,000 tons 1;>arter deal was discussed on 25th 
October, 1960. It is only regarding the discussion which is alleged 
to have taken place on 26th August, 1960 that there is a dispute. The 
Sarkar Committee have stated, with referenoa to the conversation 
of 26th August, 1960 that "this conversation may be reasonably taken 
to have been concerning a barter deal with MIs. Ramkrishan Kul-
wantrai but which one, cannot be predicated with any certainty." 
It may also be mentioned that a letter had been issued by Shri Rao 
on 26th August, 1960 referring to the telephone conversation between 
Shri Mukherjee and himself and enclosing a copy of their (HSL's) 
letter dated 9th June, 1960 to the Iron & Steel Controller which 
related to the barter deal involving export of 5.000 tons of slabs 
by MIs. Ramkrishan Kulwantrai. In this letter there is no mention 
by Shri H. R. S. Rao about 'MIs. Ramkrishan Kulwantrai not enter-
ing into a contract with Hindustan Steel Limited for 25,000 tons of 
semis. It is also noticed that copies of all the letters leading to-
25,000 tons barter deal from 5th May. 1960 to 7th October. 1960 went 
marked to Hindustan Steel Limited who do not seem to have pointed: 
out that there was no contract between MIs. Ramkrishan Kulwantral 
and themselves for 25,000 tons of semis. 
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Shri Madhu Limaye has referred to the letter of Shri N. P. 
Mathur, Joint Secretary of the Ministry of Steel and to the letter 
of Shri T. Swaminathan, former Secretary of the Ministry and to a 
letter of Shri S. Sanay, Iron & Steel Controller. In all these caf,es, 
the reference, as will be noted from a reading of paras 4.39 to 4.52 
of the 50th Report of the P.A.C. was to when the mistake came to 
light in the Ministry and the emphasis at that time was with regard 
to the action the then Secretary should have taken. This is probably 
why the Ministry did not refer to the note of Shri S. C. Mukherjee 
Df 26th October, 1960. 

In regard to the ancillary point raised by Shri Madhu Limaye 
regarding the actual imports, made after the mistake was noticed, 
the position if> as follows:-

Shri Padhi in his annotation found in para 5.47 of his Dissenting 
Note has stated as follows:-

"Our Committee's investigation shows that actually Customs 
Clearance Permits of the value of Rs. 26,94,788 were issued 
after 25th October, 1960. Shri Mukherjee had given 
wrong figures both to our Committee as well as to the 
PAC." 

This aspect of the question has been dealt with in para 4.41 of the 
50th Report of the PAC. The relevant portion is-

"By that time, i.e., November, 1960, the party had made im-
ports of 8,297 tonnes of steel, valued at as. 95.08 lakhs and 
a balance of 149 tonnes worth Rs. 3.90 lakhs was only left. 
The Customs Clearance Permits were stopped at that 
time until the party entered into contract with HSL. 
(which was done on 18th January, 1961)." 

It seems there was some misunderstanding regarding the word 
''''import''. Pre-import licences for Rs. 98.98 lakhs were iS1>ued to 
MIs. Ramkrishan Kulwantrai in respect of contract No. 28 with 
Hindustan Steel Limited. It was decided not to issue any (Cus-
toms Clearance Permits) in this case after 25th October, 1960. 
After that date, Rs. 26.94 lakhs worth of good~; arrived, and CCPs 
were iss~ed to clear these goods. As on November, 1960, the value 
of goods yet to be shipped was Rs. 3.90 lakhs. Hence, the two 
values Rs, 26:94-' and Re. 3.90 lakhs refened to two different aspects 
ot utilisation of the same licence. 

While on this question, reference maybe made to the evidence 
:given to the PAC whether CCPs were stopped when the mistake 
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was noticed. While the evidence given by the Deptt. of Iron & 
Steel to the PAC was that CCP's were stopped, in actual fact 
12 CCPs were issued to Mis. Ramkrishan Kulwantrai in respect 
of semis barter contract No. 28 with the HSL and Contract No. 
14 with HSL during the months of November and December, 
1960. Whether it was right to have issued CCPs is a question 
which has been gone into by the Sarkar Committee in paras 6.20 
and 6.21 of the Report. The Committee have held that for the pur-
pose of import, legally speaking, it was not incumbent for the licen-
see to take a CCP and they have also said that it would not have 
been practically advisable to refuse the issue of CCPs, since the 
goods covered by the Import Licence were to arrive or had already 
arrived. Lastly, the Committee have said that no damage or loss 
was caused by the issue of CCPs. 

Regarding the second specific instance quoted by Shri Madhu 
Limaye, the position is as follows:-

In regard to the form of Bank Gurantee Bond, Shri Padhi in 
para 4.20 of his Dissenting Note has stated that Shri Mukherjee is 
responsible for having misled Shri Wanchoo while he was giving 
evidence before the PAC to believe that no alterations had been 
made in the SoUcitor's draft. The subject of the bank guarantee 
form has been dealt with in paras 4.62 to 4.65 of the 3th Report of 
the PAC. The only references to the Dy. I & S Controller in these 
paragraphs of the PAC is whether there was any failure when 
the old forms were used and why they (I & S Control Organisation) 
t.hought new form would be necessary. (Para 4.64 of the 50th 
Report of the P.A.C.) 

In the questionnaire prepared by the PAC, Question No. 68 is the 
only one which relates to bank guarantee form and it reads as 
follows:-

"The Bank Guarantee form has not provided for any specific 
time-limit. The circumstances under which bank 
guarantees, with specific time-limit were accepted, should 
be explained. So (was) legal advice taken before accept-
ing that time-limit as to why the bank guarantee cannot 
be forfeited." 

It would, therefore, appear that the point at iuue was why they 
accepted the bank guarantees with speCific time-limit. The ques-
tion whether the form of the bank guarantee was in terms of the 
letter of 2nd February 1960 was gone into only at the time that the 
PAC took evidence. From the recorda that we have. there is no 
3104 (E) LS-8. 
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evidence to show that any brief was prepared by either the Depart-
ment of Iron and Steel or the Iron & Steel Control Organisation 
on this question of form of bank guarantee. However, it is not 
known how the fact of alteration in the Solicitor's draft by Shri 

Mukherjee himself escaped hi! (Mukherjee's) notice and how he 
failed to correct Shri Wanehoo while the latter gave evidence before 
the PAC that the form employed for taking the bank guarantee was 
as per the draft given by the Solicitor. 

This question of the form of bank guarantee was gone into in 
detail by the Sarkar Committee in para 4.18. They have held that 
the original draft proposed by the Govt.-Solicitor, Shri S. N. Sen, 
might be in accordance with the conditions stipulated in the letter 
of 2nd February, 1960 in that the bank guarantee was forfeitable 
whatever be the reasons for the failure to earn foreign exchange. 
They have, however, added th~t taking all the circumstat)ces con-
nected with the furnishing of the bank guarantee into consideration, 
it would be difficult to say whether it will be possible to enforce a!'. 
an absolute condltitins, the condition imported by the words used 
by the Solicitor. They have gone further and said that by changing 
the form in the manner in which Shri Mukherjee had one, namely, 
providing fQr the export being made within a certain time of supply 
by HSL., the bank guarantee was made workable and easily en-
forceable. The Committ~e have also held in paras 4.19 & 4.20 that 
the bank guarantees, as taken by the Iron & Steel Control, are 
enforceable. 



APPENDIX XVI 
[See para 18 (iii) (i) of the Report] 

Copy of letter No. SC(C)-5(5) dttted Febf'uary, 1960 from Shri. C. A. 
Nair, O.S.D., Deptt. of Iron and Steel to the Iron and .Steel 
ContTollel" . 

The procedure adopted so far in the case of barter deals is to 
i!Sue 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 
ha~ started producing the same category. Hence the procedure 
to be followed for barter deals in exports involving the export of 
scrap, big iron, or steel ingots or slabs hu been considered in con-
sultation with the Ministry of finance and it has been decided to 
revise the existing procedure. 

In cases where delay in exports is anticipated for reasons satis-
factory to tilt! 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 lic.:!nce for import of steel 
items may be issued. 

(b) In case the exporter is not able to procure an irrevocabl(' 
letter of credit for the entire quantity of export then he 
may be asked to furnish an irrevocable bank guarantee 
equivalent to 15 per cent of the value of the import licence 
applied for. 

n should be made clear to the exporter that the guarantee will be 
forfeitable in case of failure to earn the fareigD exchange by ex-
port, whatever be the reason therefor. It should also be made dear 
to the exporter that in case of failure tc export, Iron and Steel 
Controller will have no further dealings with him. The guarantee 
will be releasable on actual export of the full qUBBtity contracted 
for. 

Import licence should be issUoed only in cases where a ftrm con-
tract for export exists. 

111 



APPENDIX XVII 
[See para 18 (III) (ii) of the Report] 

NON-JUDICIAL STAMP RUPEES TEN 
Dated the 17th April, 1960. 

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, administra-
tion and assigns) .... a Banking Company having its registered office 
at ........ and branch office inter-alia at ......... hereinafter refer-
red 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 herein-
after referred to as the 'GOVERNMENT' (which term shall unless 
excluded by or repugnant to the subject or context include his suc-
cessor or successors in office and/or assigns) to pay the sum of .... 
. . . . . . for such will and treaty to be made by the obligor and the 
Surety bind ourselves jointly and severally by these presents:-

SIGNED SEALED & DELIVERED BY THE Obligor this ..... . 
WHEREAS the Government that the Iron and 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 months, 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 such that if the Obligor 
shall fail to s'ecure foreign purchaser for and 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 
Hindustan Steel Ltd., or . such further time as the Government may 
agree to allow to the Obligor these presents shall remain in full 
force and virtue and otherwise the same shall, be void and no effect 
AND it is hereby agreed and 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 Govern-
ment without notice to the surety. 
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IN WITNESS WHERE OF the parties of these presents have 

hereunto set their hands and seals this. 

SIGNED SEALED AND DELIVERED BY 
the Obligor 

above named 
in the presence of 

SIGNED & DELIVERED for and on 
behalf of the 

The Surety above named. 
by the said Bank at 
in the presence of:-

Signed Firm 

Valid upto ...... 

Signed Bank. 



APPENDIX XVUI 

[See para 18 (III) (iii) of the Report] 

KNOW YE ALL MEN BY THESE PRESENTS that we Amin-
chand Payarelal a Partnership firm registered under the Indian 
Partnership Act and carrying on business at 435, Canning Street, 
Calcutta hereinafter referred to as the OBLIGOR (which terms shall 
unleE's excluded by or repugnant to the subject or 'Context include 
the partners therein for the time being and their respective heirs, 
executors, administrations and assigns) AND the Punjab National 
Bank Ltd. a Banking Company having its registered office at--
------and a branch Office inter-alia at Canning Street, Cal-
cutta, hereinafter referred to as the SURETY (which term shall 
unless excluded by or repugnant to the subject or context include 
its succes&or or assignee) are held and firmly bound unto the PRE-
SIDENT OF LNDIA hereinafter referred to as the 'Government' 
(which terms shall unless excluded by or repugnant to the subject 
or context include his successor or successors in office and/or 
assignee) to pay the sum of Rs. 13,24,800 (Rupees thirteen lakh 
twenty four thousand eight hundred only) for such will and treaty 
to be made we the Obligor and the Surety bind ourselves jointly 
and severally by these presents:-

SIGNED SEALED AND DELIVERED by the said Obligor this 
-----day of 1960. 

WHEREAS the Government that the Iron and Steel Controller 
has agreed to enter into a Contract with the Obligor for import 
of-- tons of on the undertaking of the obligor to export 
20,000 tons of billets produced by Messrs. Hindustan Steel Ltd., 
within monthS' from the date of these presents AND WHEREAS the 
Obligor and the Surety have at the direction of the Government has 
entered into the bond as above written as a security for honouring 
the undertaking of the Obligor to export 20,000 tons of billets pro-
duced by the Hindustan Steel Ltd. NOW THE CONDITION of the 
above written bond is such that if the Obligor shall fail to secure 
foreign purchaser for and arrange export of 20,000 tons of billets 
produced by the Hindustan Steel Ltd ............ Ltd. within---
months out of India from the date of these presents or such further 
time as the Government may agree to allow to the Obligor these 
presents shall remain in full force and virtue and otherwise the 
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same s.hall, be void and no effect AND it is hereby agreed and dec-
lared 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 s.urety. 

IN WITNESS WHEREOF the parties of these presents have here 
into set their hands and seals this day of One thousand 
nine hundred and sixty. 

SIGNE'D SEALED AND DELIVERED BY 

A partner of Messrs. Aminchand Payarelal the Obligor above named 
at 
in the presence of: 

SIGNED & DELIVERED for and on behalf of the Punjab 
National Bank the Surety above named by the of the sait! 
Bank at in the presence of:-



APPENDIX XIX 

[See para 21 of the Report] 

Report of the Publ;c Accounts Committee on the question of privilege 
raised by ShTi Madhu Limaye, M.P. against certain officers of 
the Department of Iron and Steel jor allegedly giving false 
evidence before the Committee on Public Accounts. 

INTRODUCTORY 

On the 6th March, 1969, the Lok Sabha referred to the Commit-
tee of Privileges a question of privilege raised by Shri Madhu 
Limaye, M.P. against Shri N. N. Wanchoo, former Secretary, De-
partment of Iron and Steel and Shri S. C. Mukherjee, the then 
Deputy Iron and Steel Controller, for allegedly giving false evidence 
before the Committee on Public Accounts. In this connection, the 
House adopted the following motion: 

"That the question 'Of privilege against Shri N. N. Wanchoo, 
former Secretary, Department of Iron and Steel and Shri 
S. C. Mukherjee, then Deputy Iron and Steel Controller, 
for allegedly giving false evidence before the Public Ac-
counts Committee, be referred to the Committee of privi-
leges." 

2. Subsequently, Shri Madhu Limaye, submitted to the Speaker. 
Lok Sabha, another notice dated the 22nd March, 1969, citing fur-
ther instances of allegedly false evidence given berore the Public 
Accounts Committee and also referring to the information furnished 
to Public Accounts Committee by (i) Shri T. Swaminathan, Secre-
tary to the Steel Ministry, (ii) Shri N. P. Mathur, Joint Secretary 
in that Ministry and (iii) Shri S. Sahay, Iron and Steel Controller. 

3. Pursuant to a decision taken by the Committee of Privileges 
at their sittings held on 7th May and 16th July, 1969, the Chairman, 
Public Accounts Committee, was addressed by the Hon'ble Deputy 
Speaker, who was the Chairman of the Privileges Committee on the 
17th July, 1969 for the "views of the Public Accounts Committee on 
the question whether any false evidence was given before the Public 
Accounts Committee, as alleged by Shri Madhu Limaye, and, if so, 
by wbom and in what respect." 
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4. The Public Accounts Committee considered the matter at their 
sitting held on the 7th August, 1969 and decided to remit it for detail-
ed examination by a Sub-Committee. 

5. At their sitting held on 22nd August, 1969, the Sub-Committee, 
after an examination of the issues involved, decided to take the evi-
dence of Sarvashri N. N. Wanchoo, the then Secretary, Department 
of Iron and Steel, and Shri S. C. Mukherjee, the then Deputy Iron 
and Steel Controller. The Sub-Committee examined these two offi-
cers at their sitting held on the 22nd October, 1969, on the basis of 
a questionnaire sent to these officers in advance of the examin.:ltion. 
The Sub-Committee held a further sitt'ng on 16th March, 1970, to 
consider and adopt this report. 

6. The Cpmmittee considered and approved the Report of the 
Sub-Committee at their sitting held on the 26th March, 1970. 

REPORT 
Issues Raised 

Three issues have been raised by Shri Madhu Limaye: 
Issue (i) That Shri N. N. Wanchoo, the then Secretary, Minis-

try of Steel and Shri S. C. Mukherjee, the then Deputy 
Iron and Steel Controller "gave false evidence" before the 
P.A.C. by not apprising the Committee of the existence of 
certain instructions issued bv the Department of Steel about 
the conditions on which pre-import licences could be 
issued under barter deals. 

Issue (U) That in regard to a barter deal involving MIs. 
Ram Krishan Kulwant Rai, where the import licences 
were issued by mistake even though there was no 
export contract, Mr. Mukherjee gave "mislead-
ing" evidence before the Committee by tell-
ing them that the mistake came to notice sometimes in 
November and that the bulk of the imports had taken 
place by that time. Subsequently, in certain notes, 
which were submitted to the Committee, Shri N. P. Ma-
thur, the then Joint Secretary, Shri T. Swaminathan, the 
then Secretary, Department of Steel and Shri S. Sahay, 
the then Iron and Steel Controller also failed to place the 
full facts in this regard, before the Committee. 

Issue (iii) That in regard to guarantee bonds to be taken from 
firms which undertook barter deals, the P.A.C. was in-
correctly informed during evidence that the Central 
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Government's Solicitor at Calcutta took the view that 
these bonds could not be made absolute and drafted them 
in a conditional manner, 

1.2. The foregoing issues have been analysed by the Committee in 
the succeeding portion of this Report in the light of the evidence 
tendered before the P.A.C. by Sarvashri Wanchoo and Mukherjee 
and the clarifications obtained by thoe Sub-Committee 
when they examined these two officers personally. The Com· 
mittee's findings on the question whether the evidence tendered 
was false or misleading have also been given. 

Analysis and findings-Issue 
1.3. The first issue raised by Shri Madhu Limaye arises out of 

the evidence tendered before the P.A.C. by Shri N. N. Wanch-oo, 
the then Secretary, Ministry of Steel, Mines and Fuel at a sitting of 
the Committee of the P.A.C. held on 10th March, 1966. Shri Madhu 
Limaye has also mentioned Shri S. C. Mukherjee, the then Deputy 
Iron and Steel Controller in his motion of privilege on this issue, 
but the Committee find from the verbatim proceedings of the Sub· 
Oommittee of the P.A.C. held on 10th March, 1966 that Shri Mukher-
jee did not hiroseU tender any evidence on <this issue. 

1.4. The facts of the case relevant to this issue may be summaris-
ed first before proceeding to a consideration of the pOint whether 
the evidence tendered before the P.A.C. was misleadng or not. 

1.5 On 2nd February, 1960, the Ministry of Steel, Mines and Fuel 
issued instructions to the Iron and Steel Controller regarding the 
procedure to be followed for issue of preimport licences for barter 
deals. A copy of these instructions appears at Appendix I. Ac-
cording to these instructions, firms which participated in barter deals 
were allowed to make imports in advance of exports prOVided they 
produced an irrevocable bank guarantee .equivalent to 15 per cent 
of the value of import licence. It was stipulated in the instructions 
issued by the Ministry that "import licence should be issued only 
in cases where a firm contract for export exists". In a communica-
tion sent to the Ministry of Steel, Mines and Fuel on 10th March, 
which appears as A,ppendix II, the then Deputy Iron and Steel Con-
troller, Shri S. C. Mukherjee pointed out that it was "not quite 
clear" from the Ministry's instructions whether the condition of 
"firm contract for ~port" stipulated in the Ministl'y's instructions 
implied a contract between the bartering firm and the supplier of 
export material in India (e.g., Hindustan Steel) or a contract bet-
ween the bartering ftrm and the buyer of the e"portable material 



U9 

~)Verseas. The Ministry of Steel, Mines and FUt¥, at* consulting 
tlJe Ministry of Finance (Depa,rtment.of Economic A4ain), clarified 
the position 'on 17th March, 1960 by saying that "there should be 
satisfactory evidence that the exporter in India has a definite com-
mitment from. a foreign pa-rty to buy the tonnage to be exported" 
and that Gevemment would ~'leave the form df the evidence" to the 
Iron and Steel Controller. 

1.6 A~ the foregoing b~kgl'Q\H1d, the eYide!\ce tendered 
before the Pub_ AOIlouau ,Committee'" by 8hri We~o can now 
be m::amiDed. In the !lOllrSe of examination cf the W't-tness in March, 
1966 the PAC .enquired whether the "condition of firm ooJ)tract for 
export" did not imply a contract with a for.~ buyer. Shri Wan-
choo explaining the position, told the Committee that the instruc-
tions of the Mimltry dated 2nd February, 1966 allowed pre-import 
on anyone of two conditions. One was the production by the firm 
concerned of an irrevocable letter of credit assigned in its favour by 
the foreigft buyer. "nliis autematieaUy implied Ma pucca contract 
with the foreign importer". The alterBMive condition was produc-
tion by the firm, inteAdtng tEl make imperts, of an iTrewcable bank 
g1.1ar.antee .equivalent fQ 15 per cent of the impor-t UQeMe. This 
condition, he added, "does not say in -so .tn.aDY words that t!here should 
be a contract", but "the implication seems to be generally (that) 
there should be a contract". The Committ~ then enquired whether, 
when the intention of Government was that there should be a 
contract, this intention was understood by the Iron and Steel Con-
troller. The evidence of the witness on this point and the further 
questioning that followed is best reproduced verbatim: 

"Shri Wanchoo: May be the instructions of the Ministry left 
some room for differeDt interpretations. 

Mr. Chairman: Would it, therefore, be correct to say that 
the instructiollS were not foUo~ed by the Steel Controller 
in the manner in which they were intended with the result 
that the Steel Controller at the time of issuilll the Import 
licence, did not verify whether there was a firm contract 
or not. If it was verified, or not, you may kindly tell us. 

Shri Wanchoo: I would not agree with the statement made 
by you. In the light of what Mr. Ramachandran said and 
what We have been discussing. I feel that the instructions 
of the Ministry were not as clear as they ought to have 
been on this particular potnt, viz., what was intended. 
Was it intended that there should be a firm export con-

The examination was Actuallv done hy a S'lb-Committoe c(l!'stitu~ by r.A.r. 
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tract by the exporter with Hindustan Steel or was it in-
tended that there should be a firm export contract with a 
foreign buyer? 

Mr. Chairman: Do you mean to say that there was misunder-
standing between the Economic Affairs Department and 
the Ministry of Steel? 

Shri Wanchoo: I would not say that. The Ministry of Steel 
do not seem to have translated the instructions of the 
Economic Affairs Department in clear, unambigous terms. 

Mr. Chairman: Therefore, in my yesterday's theory. one more 
stage is added .... 

Shri Wanchoo: You can hold us responsible for this. 

Mr. Chairman: In the first instance it was watering down .... 

Shri Wanchoo: It was not watering down; it was 8 question 
of not translating it in unambiguous terms. Watering 
down is deliberate; this was not deliberate. 

Mr. Chairman: Let us say it was not deliberate. But nonethe-
less, the fact was this. 

Shri Wanchoo: "Yes". 

1.7. In para 4.35 of their Fiftieth Report, the Committee made 
the following observations on the basis of the evidence tendered 
before them: 

"The Sub-Committee r.egret to observe that the views of 
Ministry of Finance were not communicated in clear and 
unambiguous terms by the Department of Iron and Steel, 
with the result the Iron and Steel Controller understood 
firm export contract as a mere sales contract with H.S.L. 
rather than firm contract with the foreign buyer. Even 
the Secretary, Ministry of Iron and Steel admitted in 
evidence that Cthe Ministry of Iron and Steel do not seem 
to have translated the instructions of the Economic Affairs 
Department in clear and unambiguous terms'. The Sub-
Committee feel that by not issuing the instructions re~ard
ing pre-imort licences in clear and unambiguous terms, the 
Ministry of Iron and Steel watered down the instructions 
of the Finance Ministry, even though it might nnt h""e 
been deliberate as stated by the Secretary. The Sub-
Committee cannot but deprecate in stron.zest words this 
failure on the part of the Iron and Steel Ministry". 
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1.8. It would be seen from the foregoing account of the evidence 
tendered before the P.A.C. that when the Committee enquired whe-
ther the condition of "firm contract for export" stipulated by Gov-
ernment implied a contract with the Indian supplier or the foreign 
importer, the Committee were told that the position was left ambi-
guous and that the Ministry of Steel, Mines and Fuel was respon-
sible for this situation. No mention was made of the fact that this 
issue was posed before the Ministry in specific terms by the Iron 
and Steel Controller in a communication dated 10th March, 1960 
and that the Ministry of Steel, Mines and Fuel clarified the position 
by saying that there should be a definite commitment to sell but 
the form of evidence to be relied upon was left to the Iron and 
Steel Controller. The question is whether omission to bring to the 
notice of the Committee the correspondence exchanged between the 
Ministry and the Iron and Steel Controller amounted to misleading 
the P.A.C. 

1.9. Referring to the evidence tendered before the P.A.C. on the 
foregoing issue, Shri P. C. Padhi, a member of the Committee of 
Inquiry (Steel Transactions), which was constituted following the 
recommendations of the P.A.C., stated in a minute of dissent to that 
Committee's report that "Shri S. C. Mukherjee had made the Secre-
tary (Shri N. N. Wanchoo) give evidence before the P.A.C. on the 
basis of a misleading brief, apparently to cover up his deliberate 
non-compliance with the Ministry's orders". 

1.10. During evidence on 22nd October, 1969, the Sub-Committee 
enquired of Shrf Wanchoo on what basis he tendered evidence be-
fore the P.A.C· and why he failed to mention to the Committee the 
fact that the Ministry of Steel, Mines and Fuel had clarified in a 
letter dated 10th March, 1960, the position in regard to firm contract 
for exorts. Shri Wanchoo stated that he spoke with the aid of a 
brief. Elaborating the point further he said: "What really hap-
pened was that when a Sub-Committee of the P.A.C. visited Cal-
cutta on the 29th and 30th November, 1965, it left with the Iron 
end Steel Control 80 questions to be answered direct by the Iron 
and Steel Controller ........ Replies were sent by the Iron and Steel 
Controller to the Ministry. They came in batches, over the signa-
ture of Shri S. C. Mukherjee, Deputy Iron and Steel Controller in 
three letters. The first was on 18th December. 1965, the second on 
the 23rd December, 1965 and the third on the 28th December. 1965. 
A letter was also sent by the Ministry to Shri S. C. Mukherjee, 
Deputy Iron and Steel Controller seeking certain clarifications .... 
The clarifications were received on the 15th January, 1966 over the 
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signature of Shri L. K. Bose of Iron and Steel Control. The replies 
to the questioDS sent by the Iron and Steel Control together with 
the clarifications were discussed in the Ministry with Shri S. C.· 
Mukherjee and 8hri L. K. Bose by Shri Verghese, Under Seeretal'Y 
in the Ministry and were put up to me on the 19th January, 19416 
and were approved by me on the 20th January, 1966 after they had 
been seen by the Deputy Secretary concerned. These replies in 
themselves constituted the briefs whieh were available to me and 
which was based on materials supplied by the Iron and Steel Con-
troller with certain slight amendments made in the Ministry ..... . 
These replies were furnished to the P.A.C. on the 22nd January, 
1966 ........ 1 would like to stress that in none of these replies was 
there any mention of or reference to the clarifications sought by 
Steel Control to the Ministry's letter enquiring what was meant by 
'export obligation' and therefore, the correspondence on this subject 
was never brought to my notice ........ So my ...... submiss;cn is 
that I was completely unaware of this particular exchange of cor-
respondence between the Ministry and Steel Control which explains 
what was meant by the words 'export commitment' or 'export obli-
gation'." 

1.11. The Sub-Committee asked when the mistake first came to 
his notice and what action was taken thereafter. Shri Wanchoo 
stated: '-The mistake first came to my notice towards the latter 
half of May, 1966 when I wa'3 examining the 50th Report of the 
PAC relating to this matter which ...... was received in the Minis-
try at the end of April, 1966. I was examining the report with a 
view to preparing the comments of the Ministry on the report. My 
comments were sent to the Minister of Steel on 31st May, 1966. 
Now I discovered the error myself personally when examining the 
Ministry's ftle No. SC(C)515160, renumbered SC(B)23!51(60)." 

"Shri Mukherjee then happened to be in Delhi. I. therefore, 
asked Shri Mukherjee verbally for an explanation why he had not 
brought this correspondence to my notice earlier when I was giving 
evidence before the PAC, particularly when there was no reference 
to it in the answers and the briefs prepared by the Steel Control .. I 
asked him to look into this matter when he went back to Calcutta in 
order to report what action was taken by Steel Controller after hav-
ing received the clariftcafion from the Ministry which they had sought. 
Shri Mukherjee did so and wrote a letter to the Deputy Secretary 
in the Steel Ministry, Shri Caprihan. on 8th June, 1966" saying that 
the corresp~mdence was "unfortunately lost sight of" when the mate-
rial was prepared. "The fact of this error was reported by me to 
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the P.A.C. in the comments sent by the Steel Ministry on 19th July, 
1966 after the comments had been finalised in the Ministry with the 
approval of the then Minister, Shri T. N. Singh." 

1.12. Asked whether he did not go through the relevant files before 
giving evidence before the Sub-Committee of the P.A.C., Shri Wan-
choo stated: "I did not go through all the files myself because my 
Under Secretary and Deputy Secretary had gone through the ans-
wers to these 80 questions that Mr. Mukherjee had prepared". 
Asked further whether he could not have done so before coming to 
give evidence before the P.A.C., the witness replied: "Theoretically 
yes, but physically it was not possible for me to have gone through 
each file myself because there were about 80 questions and probably 
a hundred files had to be gone through ........ It is just physically 
not possible to do work in that manner. But technically, the answer 
to the question is 'Yes' and if I had gone through every page in 
every file myself, possibly I could have spotted this mistake earlier". 

1.13. When it was pointed out that even Mr. Mukherjee and 
other officers had missed the relevant correspondence, the witness 
replied: "Unfortunately there was no very specific question on 
this point in the questionnaire. There were about 80 questions but 
they had not pinpointed this particular matter". Asked how it 
happened that nobody recalled the correspondence when questions 
were asked by the Public Accounts Committee about the connota-
tion of the term 'firm contract', the witness replied: '0 .•.... all these 
transactions occurred long before I had joined this Ministry. I had 
not seen the file and therefore it could not have occurred to me, 
because I had not personal recollections of the case at all. But 
Mr. Mukherjee should have recollected, but unfortunately he did 
not". 

1:14. In his evidence before the Sub-Committee, Shrf S. C. Mukher-
jee stated: "Materials for reply to the questions were collected 
from the files of the offlce of the Steel Controller not only by me 
but by others also. Actually, I had dealt with barter deals o,ly 
from the end of 1959 upto June, 1961. Thereafter I had not dealt 
with barter deals. In 1965, when the Sub-Committee of the p,A~ 
was appointed I was actually working as Secretary of the Khadi11<,. 
Committee and Chairman of the R.-rollin, Committee. I was nc.t 
doing any wOI'k connected with steel control. But the then Con-
troller, Mr. Nagendra Bahadur said that since I had dealt with the 
subject between 1~9 and 1Q61 I may also be associated with it. That 
is how I was associated with it. The materials were collected bv 
the officers who were dealing with it. Alongwith them I also went 
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through all the files, checked them and furnished them to the Depart-
ment of Iron and Steel. In the Department of Iron and Steel they 
were modified and amplified with papers that were available in the 
Ministry and, finally, replies were prepared in the Ministry and 
sent to the P.A.C. So, it will not be correct to say that I prepared 
the brief ........ the letter dated 17th March, 1960 was not included 
in the questions and answers. There was no specific question on the 
subject. Even then, perhaps it could have been given even to reply 
to questions wherein copies of correspondence were called for. But, 
somehow, we missed it in the Steel Controller's office because the 
file in which we located it had 200 pages and the subject was not 
clear. So, perhaps, we missed the letter because of that and it was 
not included in the materials furnished by us .... When this was 
raised during oral evidence, I had no recollection of this letter be-
cause the letter formed part of the correspondence which took place 
in 1960 and the evidence was taken in 1966. I had dealt with barter 
deals only UPto 1961. Thereafter I have not been doing this work. 
So, I had to give information only by going through the files. While 
going through the files, this particular letter did not come to my 
notice. During the oral evidence of the PAC Sub-Committee also, 
even though I went through all the files that were available from 
the Steel Controller's office, I could not spot this letter. So, I could 
not say anything about this." The witness further stated: "I could 
not have suppressed this letter because the letter was available not 
only in our file but also in the file of the Ministry. Secondly, there 
was no motive or purpose in suppressing the letter, because the 
letter was helpful to us. If we had produced that letter, our posi-
tion before the PAC would have been much better". 

1.15. It would be clear from the foregoing account that there was 
an omission on the part of Shri Wanchoo to bring to the notice of 
the Public Accounts Committee certain instructions issued by the 
Ministry of Steel, Mines and Fuel in March, 1960 about the condi-
tions on which pre-import licences could be issued under barter 
deals. The Committee cannot, however, from this conclude that 
Shri Wanchoo had intended to mislead the P.A.C. The following 
considerations have weighed with the Committee in taking this 
view: 

(i) Shri Wanchoo was not the Secretary of the Ministry of 
Steel at the time these instructions were issued. He 
could, therefore, have been genuinely unaware of these 
instructions. 

(ii) Evidence on the subject was taken by the PAC in March, 
1966, i.e., six years after instructions were issued. Shri 
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Wanchoo tendered evidence with the aid of a brief pre-
pared by his departmental officers. The brief itself had 
been prepared on the basis of a questionnaire given to the 
Department by the P.A.C., which did not touch on this 
aspect of the transactions specifically. The files on the 
subject were numerous and even if it had been possible 
for Shri Wanchoo to have gone through them himself 
before coming to give evidence, he still might not have 
recalled a matter of detail of this nature, though the Com-
mittee regret that Shri Wanchoo did not, on his own 
admission, read through all the files. 

(iii) The omission to bring these instructions to the notice of 
the P.A.C. led to the Committee censuring the Ministry 
for its "failure" in this respect. Had the Committee been 
apprised of the existence of these instructions, the Minis-
try's position in this regard would have been vindicated. 
Shri Wanchoo, as the then Secretary of the Ministry, had 
every reason to bring these instructions to the notice of 
the Committee if he had been aware of them. It does 
not therefore seem reasonable to suppose that he suppress-
ed them deliberately. 

(iv) The omission to bring this matter to the notice of the 
Committee was noticed by Shri Wanchoo himself after 
the evidence was tendered and in an Action Taken Note 
on para 4·35 to the Fiftieth Report, which was sent to the 
P.A.C. on 19th July, 1966, the Ministry rectified the 
omission. 

1.16. The other question is whether Shri S· C. Mukherjee was 
responsible for misleading the PAC on this point. As the Com-
mittee have stated earlier, Shri Mukherjee did not tender evidence 
on this point before the PAC. He did aid in preparing a brief for 
Shri Wanchoo, but he was not the sole author of the brief. In any 
case, the brief as such was not placed before the PAC, it was an 
internal document of tile Ministry prepared for the Secretary's faci-
lity. Though Shri S. C. Mukherjee could have, if he had been alert, 
corrected Shri Wanchoo when he was giving evidence before the 
Public Accounts Committee, the Committee cannot bring home to 
Shri S. C. Mukherjee any direct responsibility for the PAC having 
been misled on this point. 
3104(E)LS-9 - ---~, 
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Issue. of pre-i,",pOrt licence in the absence Qf an exPort contract. 

1.17. The second issue raised by Shri Mlidhu Limaye arises out 
of the evidence tendered before the PAC by Shri N. N. Wanchoo, 
the then Secretary, Ministry of Steel. Mines and Fuel and Shri 
S. C. Mukherjee, the thon Deputy Iron and Steel Controller at a 
sitting held on 11th March, 1966. 

1.18. Evidence on, this point was also tendered by Shri S. C. 
Mukherjee before the P.A.C. at a sitting held on 19th A:ugU&t, 1966. 
The evidence related to a barter transaction (contract No. 28) invol-
ving Mis. Ramkrishan Kulwantrai in whose favour 5 pre-import 
licences were issued in June, 1960. At the time of issue of these 
licences, the party had no contract with Hindustan Steel for export 
of semis. The issue of these pre-import licences, therefore, contra-
vened the instructions of the Ministry dated 2nd February, 1960 
(referred to in an earlier portion of this report~, according to which 
pre-import was permissible only if pal·ties had a firm contract for 
export. 

1.19. In the course of examination, the P.A.C. enquired "after 
how many months" the "mistake" that occurred in this case (i.e., 
issue of an import licence in absence of an export contract) "wa~ 
noticed". Shri Mukperjee replied: "Ma:.' to November", and Shri 
Wanchoo amplified: "The deal was sanctioned in May, 1960. It was 
in November, 1960 that it (the mistake) was brought to notice". At 
the subsequent sitting held on 18tb August, 1986, Shri Mukherjee 
stated that this point came to his notice "on the 26th October, 1960". 
The Committee also asked whether, after the mistake came to their 
notice action was taken to check how much ~teel had been imported 
by the party. Shri Wanchoo replied: "We stopped their customs 
permits at t1aat time until they got (an export) contract from Hin-
dUiotan Steel", and Shri Mukherjee added: "Upto November. all 
but 149 tons were imported". Shri Mukherjee also drew the attention 
Qf· the Committee to certain data fumished to the Committee, the 
gist of which is given in para 4,41 of the Fiftieth Report of P.A.C. 
(Third' Lok Sabha). The information given to the Committee was 
that' "by the time the party had made import6' of 6,2&7 tonnes tlf 
steel valued at Rs. 95.08 lakhs and only 149 tonnes(value Rs. 3;9 
lakhs) was left". The Committee's conclusion in para 4.48 of their 
Fiftieth Report ran 8S follows: 

"It is also very surprising to note that there is no regular 
system in the office of the Iron and Steel Controller to 



detect such mi~takes and they came to know about, it onlf. 
in November, lQ60, when H.S:L. pointed out, after 6". 
months of the issue of imports licences and by which time 
the party had made bulk of imports". 

The two points that arise out of evidence on this issue are whether 
the Committee ~re misled in regard to 

(a) the date on which the mistak.e came to notice; 

(b) the quantum of imports that had taken place by the timlt 
the mistake came to notice. 

1.2.0. For ~xamining (a) Hbov.e, it is necessary to consider the. 
sequence of events leading to the discovery of the mistake as given 
in the Report of the Committee of Inquiry (Sarkar Committee), 
which was appoin~d pursuant to the recommendations of the PAC' 
to investigate the barter transactions of th'~ Iron and Steel Mihistry. 
In this regard two different versions of this case appear in the 
Report. The dissenting report given by a member of the Committee, 
Shri P. C, Padhi, says that on 26th August, 1960, Shri H.R.S. Rao, 
Assistant Sales Manager, Hindustan Steel came to know from the 
firm about the issue of import licences to them on barter basla 
against export of 25,000 tonnes of 'sremis'. Shri Rao immediately 
pointed out to the ftrm that Hindustan Steel did not have any com-
mitment to supply 25,000 tonnes of semis for export. According to 
Shri Padhi's Report, Shri Rao thereafter called Shri S, C. Mukherjee 
over th(~ telephone And apprised him of the tact that there was no 
export contract for supply of 25,000 tonnes of semis. This conver· 
satibn was followed up with a letter dated 26th August, 1980, in 
which the conversation was refert'f'd to. A copy of the letter appes'1'9 
at Appendilr HI to this' Report. Shri Rao had another erecal'rion to 
talk to Shri Mukherjee on the same subject on ~th Otrtober, 1'980 
and this conversation was also followed Uti bv a letter on the same 
day. JI1 copy of it is at Apj)endix IV. Sl'rrl' Mukherjee theTeafter 
put Up a note on 26th OctMJler, 1960 to Shri Bsm, the Tr<m and Steel 
Controller, pointing out that there had been "a rather fM!1tfou. 
18\)!e" in issue of i11'lport licences ttl ttle flrm. The lapse wall 
brought to the personal notiCe of Shri Bnootalingam, the then Sf!iCre--
tary, MInistry of Steel at a meetinp, which took place at Delhi' on 
2nd N~vembe!', 1960, between Shri Bam and SbJiBhootaltngam. 
when Shri S. C. Mukherjee was 81roo present. 

1.21. If the fOllSgolnS aecoUlrt i8 aoeep'fltd" it would seem that the 
milltllke in issue of import li~e8 to th~ firm came: t~ the:- not.6ce 
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of the Iron and Steel Controller's Organisation in August, 1960 and 
not October/November, 1960 as was stated before the P.A.C. 

1.22. The version of the case which appears in the majority 
report of the Committee of Inquiry is, however, different. The 

majority of the Committee of Inquiry have also referred to the two 
telephonic conversations between Shri H.R.S. Rao and Shri S. C. 
Mukherjee-one "shortly prior to August 26, 1960" and the other on 
25th October, 1960. While the second of these conversations obvi-
ously related to this case, the majority have not been able to con-
clude that the first conversation also pertained to this case. Their 
view as given in the report i&' that "this conversation may be reaso-
nably taken to have been concerning a barter deal with Ramkri&han 
Kulwantrai but, which one, cannot be predicted with any certainty". 

1.23. When the Sub-Committee took evidence, they enquired of 
Shri S. C. Mukherjee whether he admitted substantially before the 
Committee of Inquiry into Steel Transactions that Shri H. 
R. S. Rao of Hindustan Steel had brought to his notice the 
mistake that occurred in this case in August, 1960. Shri S. C. Mukher-
jee replied: "I do not agree. I have always denied that during my 
oral evidence before the Sarkar Committee that Shri Rao had in-
formed about this barter deal of 25,000 tons of ingot slabs before 
25th October, 1960. I have categorically stated throughout that the 
information furnished by him in August, 1960 related to another 
barter dea!''' Shri Wanchoo in his evidence &tated that as far as 
could be ascertained from the papers available in the Steel Ministry, 
the mistake was brought to the notice of the Ministry only in Nov-
ember, 1960 and not earlier. 

1.24. On the basis of the available evidence, the Committee find 
it difficult to conclude that the mistake in issue of import licence 
came to the notice of the Iron and Steel Controller's Organisation 
earlier than 25th October, 1960. So far as the Ministry of Steel, 
Mines and Fuel is concerned, the fact&' that could be ascertained 
indicate that the mistake was reported to the Ministry by the Icon 
and Steel Controller in November, 1960, first orally and then through 
a written communication. 

1.25. It is possible to take the view tha,t the Assistant Sales 
Manager of Hindustan Steel Ltd. brought the mistake to the notice 
of the Deputy Iron and Steel Controller (Shri S. C. Mukherjee) 
sometime in August, 1960 itself. However, this view can be sus-
tained only on the asr.umption that a telephonic conversation that 
took place between these two officers sometime prior to 26th 
August, 1960 related to this particular transaction. Documentary 
confirmation of this conversation, which is available in a letter 
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dated 26th August, 1960 sent by the Hindustan Steel Ltd. to the 
Deputy Iron and Steel Controller, does not, however, unambiguous-
ly indicate the exact subject matter that was discuS&ed over the 
telephone. The letter referred to "supply of 5,000 tons of slabs to 
MIs. Ramkrishan Kulwantrai against our (Hindustan Steel's) origi-
nal offer of 20,000 tons of slabs to the party" and proceeded to say 
that "we have so far sold only 5,000 tons o,f slabs to the party ..... 
Now, amongst the export contracts of Mis. Ramkrishan Kulwant-
rai, which were approved under the barter scheme, there were two 
contracts one, contract No. 14 for export of 5,000 tons of slabs against 
which import licence was issued on 15th June, 1960, and another, 
contract No. 28 for export of 22,137 tons of slabs and 9,161 tons of 
ingots, against which import licence was issued on 7th June, 1960. 
The reference in Hindustan Steel's letter to sale of "5,000 tons" could 
well be construed to be a reference to contract No. 14 instead of 
contract No. 28 (which was the transaction on which evidence was 
taken by the PAC). 

1.26. Another point bearing on this issue is also worth mention-
ing as it has been raised in Shri P. C. Padhi's minute of diss'ent to 
the report of the Committee of Inquiry. In February, 1961, the 
Assistant Sales Manager, Hindustan Steel wrote a letter to his head 
office at Ranchi in which he was categorical that he had brought the 
mistake in issue of import licence against contract No. 28 to the 
notice of the Deputy Iron and Steel Controller, when he spoke to 
him over the phone. This no doubt makes the position unambi-
guous, but this communication, besides having issued six months 
after th~ telephonic conversation, was not addressed or endorsed 
to the party with whom the conversation took place. In the circum-
stances its utility as a piece of evidence to be relied on is limited. 

1.27. For the foregoing reasons the Committee are inclined to 
give the benefit of doubt to Shri S. C. Mukherjee and cannot hold 
that he misled the P.A.C. in regard to the date on which the mistake 
in issue of import licence came to his notice. So far as Shri N. N. 
Wanchoo is concerned, he spoke for the Ministry of Steel, Mines 
and Fuel, and, as has been stated by the Committee earlier, the 
mistake came to the notice of the Ministry only in November, 1960. 
The question of his having misled the P.A.C. does not, therefore, 
arise. 

1.28. Shri Madhu Limaye's motion on the question of evidence 
given to the Public Accounts Committee regarding the date on which 
the mistake came to not~oe mentions three other oftlcers-Shri T. S. 
Swaminatban, formerly Secretary, MinIstry of Steel; Shri S. Sabay. 
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Iron '8.nd Steel Controller and Shri M. P. Mathur, Joint Secretary, 
Mirmatry of Steel. Notes signed by these official~ submitted to the 
Public Accounts Committee Whl~h appear in Part II (Appendices) 
of the Fifty-Sixth Report of the PubliC' Accounts Committee (Third 
Lok Sabha) dealt with the question of the date on which the mistake 
c:ame to notice. Shri Mathur's note, which appears at pages 9-12 of 
tbe Fifty-Sixth Report mentions that "the import licence in this 
case was issued on 5th May, 1960 and the mistake came to light in 
November, 1960" and then proceedf> to explain what action the 
Secretary of the Ministry thereafter took. Shri T. Swaminathan's 
note, which appears at pages 14 to 16 of the Fifty-Sixth Report says 
that "the mistake was pointed out to the Iron and Steel Controller 
by Hindustan Steel on 25th October, 1960" and Shri S. Sahay's note 
at pages 38-Z·7 ibid also indicated the same position. 

1.29. The foregoing section would indicate that the mistake in 
issue of import licence came to the notice of tile Iron and Steel 
Controller's Organisation in October, 1960 and to the notice of the 
Ministry of Steel Mines and Fuel in November, 1960. In view of 
this, the question of the other officers named in this section having 
misled the Public Accounts Committee by furnishing wrong infor-
mation about the date will not arise. 

1.30. One point that arises at this stag<.' is the clash between the 
dates mentioned in the evidence and notes. The evidence and notes 
refer to 25th October, 1960 as well as sometime in November, 1960_8s 
the date on which the mistake came to light. A closer analysis would 
indicate that 25th October was the date on which the Hindustan 
Steel Limited brought the mistake to the notice of the Iron and Steel 
Controller, while it was in November that the Iron and Steel Con-
troller brought the matter to the notice of the Ministry of Steel. In 
view of this, there appears to be no inconsistency on this point. 

1.31. The second ancillary issue is whether the Public Accounts 
Committee was misled about the quantum of imports which had 
taken place by the time the issue of the import licence came to 
notiee. It w.ould be seen from para 4.41 of the Fiftieth Report of th~ 
Public Accounts Committee (Third Lok Sabha) that they were 
informed, by the time the mistake came to notice. "the party had 
made imports of 8,297 tonnes of steel valued at Rs. 95.08 lakhs find a 
balance of 149 tonnes worth Rs. 3.90 lakhs was only left." 

1.32. In his minute of dissent to the report o.f the Committee of 
Inquiry. Shri P. C. Padhi has stated. that "Shri Mukherjee had 
iDformed the Public Accounts Committee and also our Committee 
that the' valueQf imports which were allowed after 26th October, 
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1'960 (i.e., when the mistake came to' light) was O'nly 'ns. 3. lakbs. 
In ,point. of tact the cO'rrect figure is Rs. 26.94 lakhs." 

1.33. During his evidence before the Sub·CO'mmittee O'n 22nd 
October, 1969', Shri Mukherjee stated: "This informatiO'n was given on ·the basis of .statement which was compiled in reply to one of th~ 
Vlntten questions by the Public Accounts ·CbmmittM Sub-Committee 
calljll,g for details of monihlyimports against pre-import licence. It 
wll'S questiO'n: No. 31 in the to-Ider. For this purpO'se, the date of the 
C1:l'~t('):ms CJ arllnce Permit was taken as the date of imJ?ort, as the 
dates of actual import were net available. The sUttemep,t given to 
theFA'C was rnonthwise. The date 0'1 ,s11ipment was net .given. It 
was available in the file although it was not readily available . with 
me a.t the time of giving ora] evid~nce and compiling the informatiO'n 
befere the PAC. In the statement (Appendix 'f!) now prepared I 
}'l-aV-: given 'the dates 01 shtpnlent alsO' fr<lln the tIle. Only in twol 
cases I could not 'find the CCP (Custems Clearance Permit) applica· 
tien ana. the date was not available; the 'date O'f actual import ''Was 
not a'VsHa'hle and. we todk th~ date of 'the Ct'Pas tine date of hnpbrt. 

" 
1.34. The Department of Steel In a memorandum to the Privileges 

~ommit.tee have stated that the figure of ilnpo,rts made aftet the 
mistake came to notice which were given to the PAC, i.e. Rs. 3.9 
lakhs, repres nted the value of goods "yet to' be $htpped" as 0')1 

November, 1960. The Department have, however, not controverted 
he figure O'f Es. 26.94 lakhsgiven in Shri P. C. PadW's note of 
dissent. They hav stated that this figu.re relates to a,rrivals in India 
a,ftel' 26th Octeber, 1960 (when the mistal e (lame to. light) and have 
pointed out that if imports are to be understood to tnean shipment 
from abroad, the value of pending imports at> on November, 1960 was 
only Rs. 3.90 lakhs. To lend weight to ~his argument they 'hav~ 
peinted out that for good~ which had been all1eady shi,Pped, reiusal 
01 customs clearance weuld net ·bav:e been legal. Appar~nt1y, what 
is implied is that im}?orts should he deemOd to' have taken place fol' 
~11 ,Practical purposes once goods are sh~pped from. abread. 

It35. The Sub-Committee asked for data about ~he 'quantum. of 
imports made ft'om time to' time with the d.ates of issu.e of customs 
ciearance permits. The data given to them on this pOint reproduced 
il.s APli> ndix V ' to' thi!; r port would show that about 1937 tonnes 
were cletiredagainst Custbms Clearance Permits issued in or -atter 
Nov mbel', 1960. 

1.36. 1'ho first questi n that rises is when an import takes 'Place. 
The Committee note that t'he word 'impol't' has been (l fined in 
$ection 2 (23) · of the Customs A.ct, 1962, all 'bringing jhto 111&a 
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from a place outside India". In this sense, the value of goods yet to 
be imported when the mistake in this case came to light could have 
been Rs. 26.94 lakhs and not Rs. 3.9 lakhs as mentioned to the P.A.C. 

1.37. A further question arises out of the legal opinion adverted. 
to by the Committee of Inquiry in paras 9.2 and 9.6 of their Report. 
It has been pointed out by the Committee of Inquiry that the opinion 
of the Ministry of Law is that "where there is an import licence, 
it is not necessary to obtain a customs clearance permit." In other 
words, once goods are shipped from abroad by a party who has 
obtained an import licence, the entry of these goods within the 
customs limit of India cannot be barred only by withholding a 
customs clearance permit. On this view of the case, it would appear 
that though goods worth Rs. 26.94 lakhs were physically imported 
into India, after 26th October, 1960 it would not have been feasible 
to stop imports except in the case of goods worth Rs. 3.9 lakhs which 
had as on that date not been shipped from abroad. 

1.38. The Committee observe that there was a factual inaccuracy 
in the statement given to the PAC about the quantum and value of 
imports made by the party in this case after the mistake in issue of 
import licence came to notice in November, 1960. The Public 
Accounts Committee were informed that 149 tonnes of sheets valued 
at Rs. 3.9 lakhs were imported by the party after the mistake came 
to notice. In point of fact, about 1937 tonnes valued at Rs. 26.94 lakhs 
were cleared by the party against customs clearance permits which 
were issued in or after November, 1960. 

1.39. The question is whether this amounted to a substantial mis-
representation. of the position. The word 'import' has been defined 
in Section 2 (23) of the Customs Act, 1962 as "bringing into India 
from a place outside India", On this view of the position, it could 
possibly be concluded that there was a misrepresentation of the 
position, as the party had as in November, 1960, yet to bring 'into 
India' goods valued at Rs. 26.94 lakhs. However, this has to be 
weighed against the implications of the legal opinion adverted to by 
the Committee of Inquiry that "when there is an import licence, it 
is not necessary to obtain a customs clearance permit." Effectively, 
this would imply that, as the party had, as in November, 1960, 
arranged for shipment from abroad of all but goods worth Rs. 3.9 
lakhs, Government could not have stopped their import by denying 
Customs Clearance Permits. In other words, all that Government 
could have done when the mistake came to their notice was to have 
stopped imports valued at Rs. 3.9 lakhs by cancelling their import 
licence of taking some such other step. For this reason the Commit-
tee are inclined. to take the view that the evidence given before the 
Public Accounts Committee, did not tantamount to misleading the 
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Committee, though the witness should have informed the Commit-tee that goods valued at Rs. 26.94 lakhs were still to come into the 
count!'y in November, 1960, when the mistake came to notice. 

Analysis and Findings-(Issue iii) 
Changes in bank guarantee form 

1.4~. The third issue raised by Shri Madhu Limaye arises out of the evidence tendered by Shri N. N. Wanchoo and 8hri S. C. Mukherjee before the PAC at the sittings held on 9th and 10th 
March, 1966. 

According too the conditions prescribed in the instructions issued by the Ministry of Steel dated 2nd February, 1960 referred to earlier, all intending exporters under the barter scheme were required to furnish a bank guarantee. The bank: guarantee was "forfeitable in case of failure to earn the foreign exchange by export, whatever be the reason therefor." A few specimen forms of bank guarantee were sent to the Solicitor by the Iron & Steel Controller WhOi drafted a bank guarantee form. According to the Report of the Committee of Inquiry "this form was in consonance with the conditions stipu-lated in the letter of 2nd February, 1960· making the guarantee forfeitable if there was a failure to earn foreign exchange irrespective of the reasons ...... Shri Mukherjee (the Deputy Iron and Steel Controller) made a change in the bank guarantee drafted by the Solicitor, namely that, instead of the words "within from the date of these presents" ...... within which period the semis were to be exported, he put the words "within three months of the delivery of the material by the Hindustan Steel Limited." 

1.41. During the course of examination of the witnesses in March, 1966. the P.A.C. enquired why qualified bank guarantees, as con-templated in terms of the instructions dated 2nd February, 1960 were accepted. Shri Wanchoo informed the Committee that the Government Solicitor "suggested the bank guarantee is a qualified manner". Shri S. C. Mukherjee also told the Committee that the Government Solicitor felt that one of the forms of bank guarantee earlier adopted was "not suitable and he (the Solicitor) drafted a dift'erent form". The Public Accounts Committee's observations based on the evidence were as follows:-
"4.66. This is yet another case where Iron and Steel Controller 

did not carry out the conditions laid down by the Min-
istry in their letter dated 2nd February, 1960, regardi.nl 
furnishing of ·bank guarantee. The Iron and Steel Con-
troller was responSible to the Ministry. If he felt any 
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difficulty in getting .. guarantees in the form required, he 
ahould have placed the matter before the Ministry for the 
consideration. The SUD-Committ~ regret to note that 
this was not done. On the other hand, he referred it to 
the Soliait@r who drafted the guarant~ form which was 
not in consonance with the intentionoi the Ministry. 

The Sub-Committee fail to appreciat · the attitude of the Gov-
ernment Solicitor WllO took upon himself obligation to 
advice that no bank would agree to such a bank guarantee. 
lnstead of drafting the document and embodying the 
intentions of the Government, he went outside the scope 
of his duties and drafted a form which was least satis-
factory. The result has been that limited, conditional and 
qualified bank·guarantees were furnished by the parties 
and accepted by the Iron and Steel Controller, with 
attendant difficulties in enforcing the same. The Sub-
Commi.ttee cannot help feeling that there was a serious 
lapse on the part of Iron and Steel Controller in talting 
guarantees in a form which did not oarI'y out intentions 
of the Ministry." 

1.42. Durmg evidence on 22nd October, 1989, the Sub-Corrunittee 
asked Shri Wanchoo whether the evidence given by him in March, 
1966 regarding the form CJIf guarantee having been changed by the 
Solicitor was based on any records. Shri Wanchoo stated: "My state-
ment that 'the Solicitor in drafting the guarantee took the view that 
no bank would agree to such an absolute guarantee which we had 
laid down in our letter' was based on a verbal statement made to me 
'by Shri Mukherjee who was then sitting by my side at the time I 
was giving evidence. Since I am aware that very often the legal 
people draft things in a slightly different way. I thought what Shri 
Mukherjee told me n:wst be correct. It would be observed. that in 
paragraph 4.64 of the 50th Report of the Pub lie Accounts Committee 
it is mentioned that Shri Mukherjee had 'himself stated in reply to 
the Public Accounts Committee that the Solicitor had considered the 
i'orm not suitable and drafted a different form. This is also in subs-
tance what he told me wben I was giving my evidence before the 
Public Accounts Committee on this point.'; 

1.4.3. The Sub-Committee asked. Shri S. C. Mukherjee why he ctid 
not inform the Public Accounts Committee in March, 1966 about the 
change made by him in the guarantee form as drafted by the Soli-
citor. Shri Mukherjee replied: "I did =t make any change in the 
fot'lTl of the bank guarantee drafted by the Solicitor; I only filled up 
two Manks left by the Selicitor. The blanks were where we had to 
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indicate the time to be allowed to the party to complete e~port 
Mliga.tiOTl. The draft containing the insertions made in my own 
handwriting was appro'lted by the Controller and kept on the file. 
In th~ form I!lnifted by the Solicitor he kept blanks as follows: 

'Whereas the Government, that is, the Iron and pteel Con-
troller, has agreed to enter into a contract with the Obliger 
for import on the undertaking of the Obliger to export 
20,000 tonnes of billets produced by Hindustan Steel 
Limited within ...... months from th(;' date of these 
presents' ,etc. 

and then again 

'if the Obliger fails to secure foreign purchase for, and 
arrange export of, 20,000 tonnes of billets produced by 
Mindustan Steel within ...... months Ollt of India from the 
date of these presents' etc. 

"I filled in the'Oe blanks l~ft by the Solicitor and I do not consider 
that the insertion made by me in the blank left by the Solicitor in 
the draft form was 'tantamount to any alteration in the form thereot. 
I only indicated the time ll'ftd instead of 12 months from the date of 
the Presents, we said "three months from the date of delivery by 
Hindustan Steel Limited' because the material had to be- produced 
qy Hindustan Steel." When it was pointed out to him that he had 
chan,ged the period of guarantee from the 'date of presents' to 'date 
of delivery' of material, the witness stated: "It wa<; llOt a change 
n~al1y. The form was not changed by me". He further stated: "The 
draft with this change was submitted to the Iron and Steel Controller 
and it got his approval. We did not refer it to the Ministry". Asked 
why after the presentation of the 50th Report of the Public Accounts 
Committee containing strictures on the Government Solicitor for 
drafting a defective guarantee form. the change made by him wa!'l 
not brought to the notice of the Committee, Shri Mukherjee replied: 
"The impression that I gathered was that the (PAC) Sub-Committee 
was referring to a sentence appearing in the February, 1960 order. 
This stipulation was not made by the Solicitor, Solicitors' draft did 
not contain this stipulation that guarantee will be forfeited in case 
of failure to earn foreign exchange whatever may be reasons there-
for. That is why I did not say, although, I was not also asked to 
give any comments on this." When it was pointed out that the 
witness had made a "material change" and that "the Committee was 
led to believe that this change was made by the Government 
Solicitor", Shri Mukherjee replied: "That I did not understand at 
that time." 
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1.44. It is evident that a material change in the form of the bank 

guarantee was made by Shri Mukherjee and not by the Government 
Solicitor. There was, therefore, misrepresentation of the position to 
this extent when evidence was tendered before the Public Accounts 
Committee in March, 1966. This was unfortunate as it led the Com-
mittee passing strictures against the Government SoliCitor, which 
it would not have done, had it been apprised of the correct position. 

Evidence on this point was tendered by Shri N. N. Wanchoo as 
well as Shri S. C. Mukherjee, but the Committee feel that, as the 
author of the changes that were made in the bank guarantee form, 
it was 8hri Mukherjee's responsibility to have apprised the Public 
Accounts Committee of the correct position and to have correctly 
briefed Shri Wanchoo, particularly as the changed form of the bank 
guarantee had not been shown to the Ministry at any stage before 
evidence was given on this point. In fact, Shri P. C. Padhi in his 
minute of dissent to the Report of the Committee of Inquiry has 
found Shri Mukherjee resposible" for having misled 8hri Wanchoo, 
while he was giving evidence before the Public Accounts Commit-
tee to believe that no alterations had been made in th Solicitor's 
draft. On the other hand, the majority of the Committee of Inquiry 
have pointed out that "by changing it (the bank guarantee form) in 
the way in which Shri Mukherjee had done, the bank guarantee was 
made workable and easily enforceable". 

1.45. The Committee, however, cannot but come to the conclusion 
that 8hri S. C. Mukherjee did not correctly present the facts to the 
Public Accounts Committee on the question of changes made in the 
bank guarantee form. 



From 

To 

Sir, 

ENCWSURE I 

No. SC(C)-5(5)/60 

GOVERNMI!!NT OF INDlA 

MINISTRY OF STEEL, MINES AND FUEL 

(DEPARTMENT OF IRON AND STEEL) 

New Delhi the 2nd February, 1960. 

Shri C, A. Nair, 
Officer on Special Duty. 

The Iron and Steel Controller, 
33, Netaji Subhas Road. 
Calcutta-I. 

Magha, 1881 (Saka). 

SUBJECT: Procedwre for barter deals 

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 category. Hence the proce-
dure to be followed for barter deals in exports involving the export 
of scrap, pig iron or steel ingots or slabs has been considered in 
consultation with the Ministry of Finance and it has been decided 
to revise the existing procedure. 

In cases where delay in exports is anticipated for reasons satis-
factory to the Iron and Steel Control1er, the following procedure 
may be adopted: 

(a) On production of an irrevocable letter of credit assigned 
in favour of the exporter for the value of the entire ex-
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port quantity, an import licence for import of steel items 
may be issued. 

(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 irte\llocablc bank guarantee 
equivalent to 15 per cent 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 dealings with him. The guarantE!le 
will be releasable on actual export of the full qaarrtity' oontracted 
for. 

Import licence should be is.c;ued only in cases where n firm con-
tract for export exists.' 

ENCLOSURE II. 

YOuTS faithfully, 

Sd.jC. A. Na'r, 
01Ji.cer on Special Duty. 

IRON AND STEEL CONTROL 

aa, N·ETAJI SUSHAS ROAD, CALCLJ'l1TA. 

D.O. No. Cl3159 March 10, 1960. 

Dear Shri ltamaRathan. 
The other day I spoke to .you about MAnistry's letter No. SC (c) 

5, (~/60 of 2n,p Febru:lry. 1960 la.ying down the pl"pc:e4.wc fPI' bart~r 
deals. In paragraph 2 (b) of this letter it is mentirmcd. Ulat . il'!'port 
licence against barter deals should be issued before (>xport is made 
o'ftlv in caSE' "wheJ'e a firm aontract ft)f @oipor~ exist! We are not 
quite clear as to what ft1'm ~Cmtr8ICt :for expbt-t th~ Mmistt-y h.al·in 
view in this context; in other words whether the Mthistl":\" d~s~ 
that the exporters should have, .~. flfJTl con~racJ With thf /illpplier 
of the exportable material.in India, e,g. Hin,du$tanS~eel Ltd .. Kalin-
rra Industries Ltd., etc. or whether a firm contract for export should 
pxist with the foreign buyer of'tlle exportable materia1s and rmlv 



138 

a letter of Credit would be lacking. You promised to look into the 
relevant file and give me a ring. A, I have not reeeived any com-
munication from you so far and as a nutnbe!- of parties are pressing 
us for issue of import licences prior to export by submitting 15 per 
cent Bank Guarantee, I would request you to send me a telegram 
as soon as you get this letter. 

Shri G. Ramanathan, LA.S., 

Your Sincerely, 
Sd. 1 S. C. MUKHERJEE. 

Deputy Secretary to the Government ot India. 
Ministry of Steel, Mines and Fuel. 
Department of Iron and Steel, 
NEW DELHI. 

ENCLOSURE lIJ 

EXTRACTS OF THE LETTER No. 78ICCPIRKK(32) 160 DATED 26TH AUGUST, 
1960 FROM MR. GnosH TO Smr S. C. MUKHERJEE 

"With reference to Mr. Rao's telephonic conversation with you, I 
enclose a copy of our letter No. SEI24B12153, dated 9th June, 1960, 
regarding supply of 5,000 tons of slabs to Messrs. Ram Kri"han Kul-
want Rai against OUr original offer of 20,000 tons of slabs to the 
party. 

In this connection, I have to inform you that we have sold only 
5,000 tons of slabs to the party against their enquiries for· slabs and 
blooms." 

ENCLOSURE IV 

H. R. S. Rao, 
ASSTT. Sales Manager (Exports). 
Hindustan Steel Ltd .. 
2, Fairlie Place. Calcutta-I. 
D.O. No. SE. 16-14124313 

25th October. 1960. 

SUBJECT: Barter export of Slabsilngots!Blooms in e:rchcnge 
to import of fmished steel products. 

My dear Mukherjee, 
I have to refer to your letter No. CiRKKi (32) 160 of 7th October, 

1960 addressed to M;s. Ram Kriehan Kulwant Rai. Calcutta, copy trf 

us. 
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In this connection I have to draw your attention to our letters 
Nos. SDI24812153 of 9th June, SEI24B113817 of 20th June, 1960 and 
SE/4 of 26th August, 1960 from which it will be observed that we 
have sold 5,000 tons of slabs only to Mis. Ram Krishan Kulwant Rai, 
Calcutta, against their various enquiries for Slabs and Blooms. 

This confirms my phone conversation on date. 

Shri S. C. Mukherjee, 
Dy. Iron and St~ Controller, 
33, Netaji Subhas Road, 
Calcutta. 

Yours sincerely, 
Sd/ H. R. S. RAO. 

ENCLOSURE V 

No. 

I. 

2. 

3· 

4· 
5, 

6. 

7, 

8. 

9· 

10. 

II. 

12. 

13, 

14· 

15· 

16. 

IMPORT AGAINST RAM KRISHNA KULWANT RAI BARTER DEAL 
(REPLY TO IsSUE (n)-Q NO.4) 

Dat, of lhi"",."t Quantity (tonnel) Dat' orCCp. 

2 3 4 

15-7-60 49'525 8-8-60 

15-7-60 74'625 8-8-60 

12-7-60 85'621 "j-.. 'J~ . 10-8-60 
,", 

12-7-60 63'690 10-8-60 

15-7-60 100'395 17-8-60 

15-7-60 54'536 ~17-8-60 

16-7-60 198'J45' 23-8-60 

27-7-60 75'438 23-8-60 

28-7-60 198'000 23-8-60 

31-7-60 706'021 1-9-60 

31-7-60 328' ISo 1-9-60 

31-7-60 55'850 7-9-60 

31-7-60 695'975 15-9-60 

25-8-60 501 '810 15-9-60 

26-8-60 223'450 23-9-60 

27-8-60 238'703 23-9-00 

27-8-60 215'250 23-9-60 
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---------

2 3 4 

18. 30-8-60 100'000 26-9-60 

I~, 31-8-60 338'436 6-10-60 

ZOo 20-8-60 333'091 6-10-60 

21. :ao-8-6o 352'359 6-10-60 

22, Not available on file 547'038 10-10-60 

23· 20-8-60 IBo'SIZ 10-10-60 

24· 20-8-60 283'439 10-10-60 

25, 26-8-60 99'800 10-10-60 

26. 15~6o 143'500 24-10-60 

27· 14-9-60 269,855 24-10-60 

28. 15-9-60 72'227 1-11-60 

29. 15-9-60 72'186 1-11-60 

30, 15-9-60 71'942 3-11-60 

31. IS-9-60 90'025 3-11-60 

32. 26-9-60 49'968 4-1I-60 

33, 27~6o 1186'622 3-11-60 

34· 15~6o 58'224 16-11-60 

35, 8-n-6o 50'232 25-U-6o 

36. 15+'io 136'042 29-u-6o 

37. 17-II-6o 49'769 7-12-60 

38. Not available on file 100'000 9-2-61 

Sd/-S,C. MUKHERJB~, 

-Date of actual clearance of import in India not known. 
3104 (E) LS-I0. 



APPENDIX XX 

[See para 21 of the Report] 

Evidence given by Shri N. N. Wanchoo, the then Secretary, Depart
ment of ITon and! steel and Shri S. C. Mukherjee, the then; Deputy 
Iron and Steel Controller, before the Action Taken Sub-Committee 

of the Committee on Public Accounts. 

The Sub-Committee of the Public Accounts Committee met at 
15.00 hours on Wednesday, the 22nd October, 1969, in Room No. 50, 
Parliament House, New Delhi. 

MEMBERS PREsENT 
Shri N. :a. Muniswamy-Chairman 

2. Shri K. M. Koushik 
3. Shri H. N. Mukerjee 
4. Shrimati Sushila Rohatgi 
5. Shri Tayappa Harf Sonavane 
6. Prof. Shanti Kothari 

Shri S. Ranganathan-Comptroller & Auditor General of 
India. 
Shri H. B. Bhar-Additional Deputy Comptroller &A uditor 
General (R) 

SECRETARIAT 

Shri A. L. Rai-Deputy Secretary. 

Shri K. Seshadri-Under Secretary. 

WITNESSES EXAMINED 

Shri N. N. Wanchoo 
Shri S. C. Mukherjee 

MR. CHAIRMAN: At the outset, I would like to welcome Shri 
Wanchoo. We art happy that the ComptrolJer and Auditor-General is 
also with us here to guide us. As hon. Members are aware, the sub-
committee has assembled today to take the evidence of Mr. Wanchoo 
on certain issues arising out of his testimony before the PAC 
Mr. Wanchoo tendered evidence before the PAC at certain sittings 
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held on 9th March, 1966, 19th March, 1966, 11th March, 1966 and 18th 
August, 1966 in regard to certain barter transactions relating to the 
then Steel Ministry. 

As hon. Members are aware, evidence tendered on certain points 
has become the subject-matter of a privilege motion. We are charg-
ed with the task of finding out whether the evidence tendered was 
factually correct. As members would have seen from the papers, 
there are three issues before us. 

The first issue relates to certain conditions on which pre-imports 
under barter were allowed. As originally conceived in 1958, barter 
implied that foreign exchange for importing certain essential items 
for the economy should first be earned through exports. In regard 
to steel transactions, Government decided in 1960 that imports would 
precede the exports subject to certain conditions. These conditions 
were spelt out in a letter issued by the Steel Ministry on 2nd Feb-
ruary, 960. One <1f the conditions was that there should be a finn 
contract for export. When the PAC in the course of their exami-
nation on 10th March, 1966 inquired what the term 'firm contract 
for export' implied, there was apparently an omission on the part of 
the witness to bring to not1ce certain correspondence on the subject 
that took place in March, 1960. 

The second issue relates to a case where pr~import licences were 
issued to a party for barter purposes even though there was no 
explCrt contract. Evidence on the question when the mistake come 
to n'>tice and what imports had taken place by that time was taken 
by the PAC on 11th March; 1966 and 18th August, 1966. 

We have to ascertain the factual position in regard to both these 
issues. 

The third issue relates to certain changes made in the bank 
gtlClrante.e specimen form which was to be obtained, from the bar-
terers. The PAC was informed at the sitting held on 9th March, 
1966 that Government had made these changes. We have to find out 
wh:1t the correct position in this respect is. 

Mr. Wanchoo can noW proceed to answn the questions, which I 
believe he has a'lready been supplied with. 

SHRI W ANCHOO: Before I give my anf.V!ers to the questions, I 
would like to make one submission and thnt is that I became Sec-
retary to the Ministry of Iron and Steel in Jul:-,'-August, 1961. These 
transactions which were the subject-matter cf the PAC inquiry all 
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related to the year 1960 or even earlier, that is, over a year before 
I joined the Ministry, so that I had no personal knowledge of any 
of these transactions except what appeared on the records and the 
files placed before me. I would like to make this submission so that 
you can understand why certain mistakes 'O'ccurred, because if I had 
personal knowledge, then, of course, I would have been speaking 
from recollection, but here I had absolutely no personal knowledge; 
these transactions had all occurred a year before I joined the Minis-
try. 

With this preface, may I answer your first three questions which 
are as follows: 

1. Please state whether it is correct that the evidence given 
on this point before the Sub-committee of the PAC in 
March, 1966 was based on a brief prepared by Shri S. C. 
Mukherjee, the then Deputy Iron and Steel Controller. 

2. Please supply a copy of the brief. 
3. Was this brief vetted by the Ministry of Tron and Steel, and 

it so, by whom? 
With your permission, I would like to answer these thre(' ques-

tions together. Actually, the briefs I used when I appeared before 
the PAC were the answers to the questions put by the PAC which 
had been substantially prepared by the Iron and Steel Control. I 
might give a little history of this matter. 

What rea1'1y happened was that when a sub-committee of the 
PAC visited Calcutta, on the 29th and 30th of November, 1965, it 
left with the Iron and Steel Control 80 questions to be answered 
direct by the Iron and Steel Controller. A reminder was sent by the 
PAC on the 14th December, 1965 to the Iron and Steel Controller for 
replying to these 80 questions. The"'e replies were sent by the 
Iron and Steel Controller t·o the Ministry. They came in batches, 
over the signature of Shri S. C. Mukherjee, Deputy Iron and Steel 
Controller in three letters. The first was on 18th December, 1965, 
the second ori the 23rd December, 1965 and the third on the 28th 
December, 1965. A letter was also sent by the Ministry to Shri S. 
C. Mukherjee, Deputy Iron and Steel Controller seeking certain 
clarifications. This letter was sent in January, 1966, seeking certain 
clarifications 'On certain points and suglitestin~ personal discussion. 
The clarifications were received on the 15th January. 1966 over the 
signature of Shri L. K. Bose of Iron and Steel Control. The replies to 
the questions sent by the Iron and Steel Control to~ether with the 
clarifications were discussed in the Ministry with Shri S. C. Mu-
kherjee and Shri L. K. Bose by Shri Ver~hese. Under Secretary in 
the Ministry and were put up to me '')n the 19th .January 1966 and 
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were approved by me on the 20th January, 1966 after they had been 
seen by the Deputy Secretary concerned. These replies m them-
selves constituted the briefs which were available to me and which 
was based on materials supplied by the Iron and Steel Central with 
certain slight amendments made in the Ministry which I shall pre-
sently define. These replies were furnished to the PAC on the 22nd 
January, 1966. The nature of the amendments made to the draft 
reply sent by the Iron and Steel Control w1ll be clear from the note 
al'Ong with the annexure recorded by Shri T. J. Verghese, Under 
Secretary in the Ministry on the 18th January, 1966. 

I would like to submit to the Committee a copy cf the note re-
corded by Shri Verghese along with the annexure which explains 
the amendments made. I shall read out some portions from Shri 
Verghese's note; I shall circulate the whole thing to you; it dis-
cusses the replies received from the Steel Controller and then says: 

"These replies were examined in the Ministry and further 
discussed with Shri S. C. Muherjee and Shri L. K. Bose 
who were here last week. In the light of these discus-
sions, draft replies have been modified wherever neces-
sary. 

Certain annexures originatly sent by the Steel Controller 
which were not found necessary have been excluded. A 
aeparate note indicating wherever changes have been 
made in the Controller's reply is at sUp V". 

Then there was a note shOWing what changes have been made tn 
the replies which starts by saying: 

"The Steel Controller's replies given to questions 1-5, 7, 9, 13, 
14, 15, 17-19, 22 and 23, 25-27, 29, 31-34, 36-53, 5~, 66-80 
have n·ot been changed". 

Then he inWcates for the remaining about 10-12 questions where 
som~ slight changes had been made as to what was the nature of 
the changes. 

I will place aU these documents before the Committee so that 
they can aee what were the slight changes made in the Minlatry. 

So far as I could see, 'he only questions put by the PAC SC 
which have a bearing on the question of conditions on which pre-
import licences could be iSlUed were questicns NOI. 6, 28, 29, ~, 53 
aDd 57. CopiefJ of the replies furnished to the PAC to tbeae qUel-
tiona will also be handed over by me to the Committee. 
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Actually these replies are with the PAC, but I have another 
set here bearing particu'larly on these questions. 

I would like to stress that in none of these replies was there any 
mention of or reference to the clarifications sought by Steel Con-
trol to the Ministry's letter enquiring what was meant by 'export 
obligation' and therefore, the correspondence on this subject was 
never brought to my notice. In fact, in his let1ler of 8th June, 1966, 
when he was asked to explain why this correspondence was not men-
tioned, Shri Mukherjee stated as follows: 

"The relevant correspondence is on our files, but these were 
unfortunately lost sight of when we prepared the material 
submitted by us to the PAC". 

So my first SUbmission is that I was completely unaware of this 
particular exchange of correspondence between the Ministry and 
Steel Control which explains what was meant by the words 'export 
commitment' or 'export obligation'. That is my answer. 

Coming to the next questions on this issue (i), namely 

(4) How and when did the mistake firs come to the notice 
of the Secretary; (5) what was the action taken by 
the Secretary on detection of the mistake? (6) was the 
explanation of the ny. b'on and Steel Controller called 
for? If so what was the explanation given by him for pre-
paring a wrong brief? 

the mi&take first came to my notice towards the latter half of May 
1966 when I was examining the 50th Report of the PAC il"elating to 
this matter, which report is dated 22nd April, 1966 and was received 
in the Ministry at the end of April 1966. I was examining the report 
with a view to preparing the comments of the Ministry on the report. 
My comments were sent to the Minister of Steel on 31st May, 1966. 
Now I discovered the error myself personally when examining the 
Ministry's file Nd. SC(C)515160, renumbered SC(B)2315(60). To the 
best of my recollection, the error was detected by me when I was' 
examining the papers for preparing our comments on the report of 
the PAC. 

Shri Mukherjee then happened to be in Delhi. I therefore asked 
Shri Mukherjee verbally for an explanation why he had not brought 
this correspondence to my notice earlier when I was giving evidence 
before the PAC, particularly when there was no reference to it in the 
answers and the bri!!fs prepared by the Steel Control. Shri Mukher-
jee stated to me that he had overlooked this correspondence which 
sUpped his mind and that he had unfortunately lost sight of it. I 
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then asked him to look into this matter when he went back to 
Calcutta in order to report what action was taken by Steel Con-
trol after having received the clarification from the Ministry 
which they had sought. Shri Mukherjee did so and wrote a 
letter to the Deputy Secretary in the Steel Ministry, Shri Kaprihan, 
on 8 June, 1966. My recollection is that when I asked Shri Mukher-
jee for his explanation, a number of officers were also present, 
because we were examining and discussing the matter. I said 
nothing like 'Look here', what is this? Why was this not brought 
t'o my notice? Shri Mukherjee's rep'ly of 8th June was as follows---I 
will place this also before Committee; since it is a short one, I will 
read it---

"My dear Kaprihan-You will recall, that when Secretary 
was preparing his comments on the 50th Report of the 
PAC with ref. to paragraphs 4.35-4.36, he located certain 
correspondence exchanged between our office and tlie 
Dept. of Iron and Steel in March, 1960, about the exact 
meaning 'Of the words 'firms contract for export'. On 
return from Delhi, I have examined our files and find that 
the relevant correspondence is on our fHes, but these were 
unfortunately lost sight Of when we prepared the mate-
rials submitted by us to the PAC. 

The Ministry's letter dated 17 March, 1960 was seen by the 
Controller and the Price Accounts Officer, but there is no 
further noting on the file as to what action was taken on 
it. Presumably, the matter was discussed between the 
Controller, the Price Accounts Officer and myself, but 
unfortunately there is no noting about it on the file. 
However, I have prepared a note on this subject in 
consultation with Shri Bam who was the then Controller, 

'a copy <1f which is enclosed for your information and 
necessary action, if any". 

The fact of this error was reported by me to the PAC in the 
comments sent by the Steel Ministry on 19 July, 1986 
after the comments had been finalised in the Ministry 
with the approval of the then Minister, Shri T. N. Singh. 

As regards issue (ii)-issue of pre-import licences in the 
absence of an export contract, my answer to the ques-
tion:-
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"It was stated before the PAC SC in March 1966 that it wu 

in November that it (mistake) was brought to notice. 
In Novemb~r, it came to our notice". Please state 
whether the mistake was brcught to the notice of the 
Ministry by Iron and Steel Controller or Hindustan 
Steel at any time before November 1960." 

is as follows. This refers to the issue of licence to import by the 
Steel Control to the firm Ramkrishan Kulwantrai without checking 
that the firm had a contract with Hindustan Steel Ltd. for th~ pur-
chase of steel for export. As far as can be ascertained from the 
papers available in the Steel Ministry, the mistake was brought to 
the notice of the Ministry only in November 1960 and not earlier. 
The official papers in the Ministry show that there was a letter dated 
14 November 1960 from Shri A. S. Bam, then Iron and Steel Con-
troller, to Shri Srinagesh, then Chairman of Hindustan Steel Ltd., 
of which a copy was sent to the then Secretary Iron and Steel Minis-
try, Shri S. Bhoothalingam, which mentions that this matter was 
discussed in a meeting at Dum DUm on 13 November 1960. Annexure 
12 of the 56t.h report of the PAC however reproduced a note dated 
17-11-60 recorded by Shri Mukherjee on a Steel Control file in which 
he mentions that this question was discussed with the then Steel 
Secretary, Shri S. Bboothalingam by the Iron and Steel Controller 
and Shri A. N. Subbaraman of Hindustan Steel Ltd. on 2 November, 
1960 in New Delhi. There is no record of this discussion of the 
2 November 1960 in the files of the Steel Ministry. 

As regards issue (iii)-changes in bank guarantee form-and the 
question; 

"It was stated by you before the Sub-Committee of the PAC 
that 'the Solicitor in drafting the guarantee took the view 
that no bank would agree to such an absolute guarantee 
which we had laid dOwn in our letter'-please state 
whether this statement was based on any records". 

I would point out that there was no direct question OD this subject 
in the questionnaire sent by the PAC; although there were questions 
on the subject of timelimits in bank guarantee-vide questions 
66-68, there was no question on the actual form of the guarantee. 
Therefore, from the papers that were before me, I had no knowledge 
of any records on this subject. My statement therefore that 'the 
Solicitor in drafting the guarantee took the view that no bank would 
agree to such an absolute guarantee which we had laid down in our 
letter' was based on a verbal statement made to me by Shri Mukher-
jee who was then sitting by my side at the time I was giving evi-
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dence. Since I am aware that very often the legal people draft 
things in a slightly different way, I thought what Shri Mukherjee 
told me must be correct. It would be observed that in paragraph 
4.64 of the 50th Report of the PAC it is mentioned that Shri Mukher-
Jei:! had himself stated in reply to the PAC that the Solicitor had 
considered the form not suitable and drafted a different form. This 
is also in substance what he told me when I was giving my evidence 
before the PAC on this point. 

These are my answers. I am handing over the documents to 
which I have referred. 

MR. CHAIRMAN: When you gave evidence before the PAC, Shri 
Mukherjee was also by your side. 

SHRI W ANCHOO: He was sitting by my side. 

MR. CHAIRMAN: He was with you. If you had made any wrong 
observation, he could have corrected you. 

SHRI W ANCHOO: When I found the papers on the file myself, I 
asked him 'What has happened? Why didn't you tell me about it?' 
He said this completely slipped his mind. 

MR. CHAIRMAN: Does it mean that he did not follow the pro-
ceedings or he was absent-minded? 

SHRI WANCHOO: He was present throughout when I was giving 
evidence. 

SHRI H. N. MUKERJEE,: You would appreciate that Parliament 
is naturally very particular about cases where even the remotest 
suspicion of negligence or something even worse in regard to Import 
licence quota exists; you would appreciate that Parliament is very 
touchy in so far as this goes. That is why I still fan to understand 
how the connotation of the expression 'firm contract for export' had 
not been conveyed to you when you were giving evidence here 
before the PAC. All I can find out so far 18 that the fact of the 
Ministry concerned having given a certain idea in regard to the 
connotation of that expression has been actually conveyed but the 
conveyance of that fact has been forgotten; it was miip1aced-tome-
thing happened. I just cannot appreciate how on such a crucial 
matter this happened. 

SHRI WANCHOO: I would PUt it this way in regard to the use 
of the expression that pre-import should be allowed when there 
W:'I!; a firm commitment to export. 
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Now, this is a phrase which was transmitted by us to the Iron and 
St~el Controller in the bona fide belief that it was not ambiguous 
or liable to be misunderstood; for a commitment to export, one 
would have thought that it would mean an agreement with some 
foreign party, but apparently, the Steel Controller understood it in 
a somewhat different sense; they thought that a firm contract with 
Hindustan Steel for the export of iron and steel, whatever it was, 
would be sufficient compliance and I felt that even initially we might 
have clarified the expressions so that no room for doubt was left. 
But obviously, they had some doubts on the matter as to what our 
intention was. So, they referred the matter to the Government, and 
the Government replied to them, clarifying it and saying that what 
was intended really was a commitment with some foreign buyer. 
After that, since there was no specific question on this subject, in the 
list of 80 questions-there was a very large questionnaire of the 
PAC-the matter did not come up in an important way before me. 
lt certainly did not come to my notice. If there had been a question 
in the PAC Questions as to of what was meant by his expression "a 
firm contract for export", obviously this particular document which 
was not brought to my notice would have been brought to my notice. 
You can see here the voluminous brief which was prepared by us. 
You can just see the size of it. This was the brief in answer to 
those 80 questions, and it is possible that this slip occurred. 

SHRI H. N. MUKERJEE: If you would permit me, it is not that 
we wish to be pressing on this matter too much, but what does 
worry me seriously is that the Ministry of Finance had said while 
defining that expression that it was a definite commitment from some 
private party to purchase this in order tQ be exported. So, this was 
Ii very clear, unambiguous, unequivocal statement which should 
have stuck up in the mind of the officers. 

SHRI WANCHOO: This was indicated exactly to the officers. 

SHRI H. N. MUKERJEE: And yet, while giving evidence ex-
plaining the transaction with the party, this mistake, this error, has 
al"isen. This is something which somehow, we find it rather difficult 
to appreciate. I do not want to say anything more about it, but it 
does leave a sour taste in our mouth to a certain extent. No doubt 
all this occurred some six years 'ago and we are digging it out now. 

SHRI WANCHOO: We tarnsmitted the Finance Ministry's ins-
tructions in their own words to the Steel Controller. We did say 
that he should satisfy himself as to the form of evidence and he 
seems to have interpreted this to mean that a mere contract with 
Hindustan Steel was sufficient compliance with our instructions. 



lSI 

SHRI H. N. MUKERJEE: At the point of giving evidence, this 
mistake to a certain extent has occurred on the part of the Deputy 
Iron and Steel Controller. But may I know, after that, after you 
came to know of this default, this error, what other steps were 
taken in this regard to make sure that this kind of dereliction and 
failure of memory should not take place particularly in regard to 
the connotation of an expression which, if somebody was inclined 
in a wrong direction, may mean a very great loss to the country? 

SHRI WANCHOO: I asked the officer to explain it and he gave 
his explanation saying that the subject was discussed with the Steel 
Controller, that there was no noting on the point in the Steel Con-
troller's office vide the Mukherjee letter of the 8th June. This point 
had been discussed amongst themselves, and they seem to have 
arrived at the conclusion that since the form of evidence was left 
to them, they could be satisfied with a contract with Hindustan 
Steel. Personally, I do not think their view was correct; but thf!'re 
it is. 

SHRI H. N. MUKERJEE: The other matter is in regard to the 
form of bank guarantee. The Solicitor-General does not appear to 
have suggested that the new form should be used, but this new form 
is like a bolt from the blue. 

SHRI WANCHOO: There used to be an old form, and I am satis-
fied and I think the Steel Controller was satisfied, that the old form 
was not entirely appropriate to this Series of transactions. There 
was nothing wrong in trying to get a new form; however, the new 
form as finally used did not carry out strictly the intentions of 
Government. 

SHRI H. N. MUKERJEE: Do the Government not allow changes 
in the form of guarantee? 

SHRI WANCHOO: The old form was not quite suitable to this 
new transaction; it was not entirely appropriate for the sort of 
transaction that was to be covered by it. 

SHRI H. N. MUKERJEE: Why? 

SHRI WANCHOO: There was one old form. As far as I can 
see- I am speaking subject to correction-this form says: "In con-
sideration of the President having agreed to exempt the contractors 
from the demand, under the terms and conditions of an agreement 
dated etc., of security deposit for due fulfilment by the said con-
tractor of the terms and conditions .... etc." Our guarantee was for 
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failing to export and thereby forfeiting the bond. This form was 
slightJy different and was meant to be used when Security deposits 
were not taken so. I do not think there was anything wrong in 
asking for a new fonn. (The old form is reproduced at Appendix 
XXIII of the 50th Report of the PAC). 

SHRI H. N. MUKERJEE: I can quite understand the private 
sector administration not sticking to a particular item for some 
special reasons, one thing or the other, but when the Government 
department does it., there must be some very special reasons and the 
PAC had to enquire why an absolute guarantee was not taken; it 
was a qualified guarantee. 

SHRI W ANCHOO: That was a mistake. 

SHRI H. N. MUKERJEE: It may be for the purpose of better 
administration of this kind of job, this kind of a change is autho-
rised or is permissible, but that ri5e9 a matter of principle which 
had agitated elsewhere a decision made. The Government depart-
ment has to be a great deal more careful than the private sector 
company and its administration. What a private sector company 
could do voluntarily had been sought to be done by a public sector 
organisation. It may have been justified from what I see from the 
Sarkar Committee's findings-it may be nothing to make a song 
about it-but, at the same time, a matter of principle does happen 
to be involved: where the Government wants a thing to be guaran-
teed, the Comptroller and Auditor-General does naturally insist on 
the provision being specified; there is a change, and if that change 
is permissible, authorised by the Government department concerned, 
by the relevant authorities, I can understand it, but if somebody at 
some level of the administration makes a change and that is covered 
post facto, that leads to a bad impression. 

SHRI WANCHOO: I think I have not made myself clear. The 
oIrl form contained wordings like this: that is view of the fact that 
we arc not taking a security deposit from you, please give us a bank 
guarantee. Therefore, that form was relevant to the circumstances 
where you were not taking a security deposit from the party. But 
here, the bond we wanted was for the due fulfilment of the expol"f 
commitment. The wording of the form had, therefore, to suit thv 
circumstances for which a bond was being taken. So, I submit that 
there was nothing wrong in asking for a new bond. The point was, 
the substantive condition of the bond. should have been changed. 
But there was no real mistake in asking for a bond which will suit 
the condition of the type of contract that was being entered into. 

MR. CHAIRMAN: When examining them to find out the factual 
position, I do not think we will be right in going into the merits 
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of the case. Your questions are all right, but we are not here to go 
into the merits as to whether they altered it or improved it. Who 
has really altered it: that is the point. 

SHRI H. N. MUKERJEE: I shall finish now. Did you make sure 
that the Government Solicitor was a party to the alteration in the 
bond of the guarantee and it was done properly and adequately with 
aU the safeguards? 

SHRI WANCHOO: As far as I can make out, the Government 
Solicitor had not altered; the actual bond used was not quite the 
bond which the Solicitor drafted. That is what I can make out from 
the Committee of Enquiry. There was some alteration made in the 
Steel Controller's Oftice in the form of the bond of which I was 
not aware. 

SHRI H. N. MUKERJEE: So, it was made without reference to 
anybody: without reference to the Government; without reference 
to the Solicitor, without reference to anything that j'Qu can cite. 

MR. CHAIRMAN: What was the alteration made? 

SHRI WANCHOO: Apart from some gaps having to be filled the 
important alteration was that: the bond as drafted by the Govern-
ment Solicitor provided that within a certain time from the date of 
signing, if the party failed to do certain things, this bond could be 
forfeited. This was what the Government Solicitor had drafted. 
The most important change made was that instead of saying if 
within a certin time from signing of the bond or contract, certain· 
exports did not take place then that bond will be forfeited, what 
was said was, " .... on the understanding to export, .... produced by 
Hindustan Steel, three months from the date of delivery of the 
material by Messrs Hindustan Steel, Limited." 

MR. CHAIRMAN: Within three months. 

SHRl W ANCHOO: From the date of deHvery of the material by 
Hindustan Steel. Supposing Hindustan Steel failed to deliver the 
material or delayed it, then the bond could not be enforced; whereas, 
as the Solicitor had drafter, the bond could have b~en enforced 
within three months from the date of signing irrespective of Hindu-
stan Steel's performance. 

MR. CHAIRMAN: Period of three months. Who incorporated 
it?-Thrt'e months from which date? 
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SHRI WANCHOO: That was the crucial thing. According to 
the solicitor, it was within a specified period of entering into the 
bond. According to the amendment made by the Dy. Steel Con-
troller, it was three months from the date of delivery of materials 
by HSL. 

MR. CHAIRMAN: Did he make any other changes? 

SHRI WANCHOO: He had filled in some blanks, but this was 
the material change which was made in two places. The point was, 
when does the bank guarantee become enforceable? According to 
the solicitor, if within a certain period of entering into the bond, 
they failed to export, it became enforceable. But according to the 
amendment made, by the Steel Controller, the enforcement of the 
bond became conditional on the supply of materials by HSL. If 
HSL does not supply the materials, the bank guarantee becomes 
infructuous. That was the change. 

SHRIMATI SUSHILA ROHATGI: About the pre-import licence, 
I believe on the basis of what you have told us in detail that though 
these instructions of the Finance Ministry were there all along on 
the file, somehow they have managed to escape the attention of 
Mr. Mukherjee and in preparing the briefs, certain changes and al-
terations were made and certain annexures were left out. Was any 
mention n:ade of this anywhere? I believe there was nothing on 
record to show it. 

SHRI WANCHOO: There was absolutely no mention of it when 
the briefs were put upto me. 

SHRIMATI SUSHILA ROHATGI: When the papers were there 
all the time, they have managed to escape the attention of Mr. 
Mukherjee. Even at a Jater stage, he did not bring the matter to the 
notice of the Secretary. It was only the Secretary who diagnosed 
the error and brought it to the notice of the Minister. 

SHRI WANCHOO: And a:so to the notice of the PAC. 

SHRIMATI SUSHILA ROHATGI: Yes. Supposing the Secretary 
had not been alert and had '10t founJ out the error himself, what 
would have happened in this case? Is there any agency for checking 
whether categorical instructions issued by the Finance Ministry are 
carried out by the officers of your ministry? I fail to understand 
how it could have escaped the attention of this gentleman. It was 
not a routine matter. It was a matter on which certain clarifications 
were sought. Is there any agency in the ministry for checking up 
that the instructions which are issued are followed and not allowed 
to lie on the file like this? 
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SHRI WANCHOO: Normally we do see that the instructions 
which are issued are followed, but cases can happen where BOrne 
instructions may be ignored. 

SHRIMATI SUSHILA ROHATGI: When there are reasons to 
doubt that there is some abnormality in a particular matter, what 
is the procedure in such cases to see that the instructions as 
followed? 

SHRI WANCHOO: It is very difficult to say, because during the 
course of official business, hundreds of orders are issued every day 
to subordinate authorities and one assumes in the normal way that 
these orders are being carried out. I do not think any test check is 
made from time to time as to how many orders are carried out and 
how many are .not. But if some flagrant disregard of some order 
occurs, in most cases it does come to notice. Either the aggrieved 
party or somebody else makes a complaint. 

SHRIMATI SUSHILA ROHATGI: About the bank guarantee 
form, how was the Deputy Iron and Steel Controller competent to 
change it to such an extent that it changed the entire character 
of the bond? 

MR. CHAIRMAN: That would be going into the merits of the case. 
We are only concerned with eliciting facts now. 

SHRI SONAVANE: You said that the papers were lost sight of 
and therefore they were not brought to the notice of the committee. 

SHRI WANCHOO: I said they were not brought to my notice 
first and therefore they were not brought to the notice of the 
committee. 

SHRI SONAVANE: At least they were lost sight of by 
Mr. Mukherjee? 

SHRI WANCHOO: I read out his letter to me. He has himself 
said that it was a slip. 

SHRI SONAVANE: At the time when both of you were giving 
evidence, was this fact brought to your notice that he lost sight of 
it or that the papers were not traced at all? 

SHRI WANCHOO: When I was giving evidence, obviously, if he 
had lost sight of it, he could not have told me about it because he 
had lost sight of it. Only when I spotted this and when I asked 
him, "You were sitting next to me. Why did you not mention all 
these things?", he said, "I have overlooked it or lost sight of it." 



IS6 

SHRI SONAVANE: Were those papers, which were traced later 
on, on the file itself? 

SHRI WANCHOO: They were in the Steel Ministry file also. 

SHRI SONAV ANE: Did you happen to go through the file your-
self before you came to give evidence? 

SHRI W ANCHOO: This is the volume of the Replies we sent 
which you can see for yourself how voluminary they are. I could 
not possibly have gone through every file-fully myself. 

SHRI SONAVANE: Let us not elaborate on this. Did you go 
through the file or not? 

SHRI W ANCHOO: I did not go through all the files myself 
because my under-secretary and deputy secretary had gone through 
the answers to these 80 questions that Mr. Mukherjee had prepared. 
I did not go through every file personally nor did I see this particular 
file from cover to cover. 

SHRI SONAVANE: To YOUr knowledge, did Mr. Mukherjee go 
through the file before coming to the committee to give evidence? 

SHRI WANCHOO: I do not know; obviously, he must have 
looked at some files before he prepared his briefs. 

SHRI SONAV ANE: Who first came across the papers, yourself 
or Mr. Mukherjee? 

SHRI WANCHOO: I have explained already in my reply that it 
was I w~ spotted this when I went through the particular file. When 
the PAC report drew special attention to this matter, I naturally 
called for the file to see and whil~ going through the pages in this 
file, I myself had spotted those two letters. 

SHRI SON A VANE: Could you not have done so even before 
coming to give evidence, to satisfy yourself as the person in charge 
of the Ministry to see that everything was all right? 

SHRI W ANCHOO: Theoretically yes, but physically it was not 
possible for me to have gone through each file myself, because there 
were about 80 questions and probably a hundred files had to be gone 
through. While every care is taken to make Qver replies accurate. 
It cannot rea~onably be exp~cted that the Secretary would go 
through every file and every page of every file to check every state-
ment made in the briefs prepared by the Steel Controller or the 
under-secretary or the deputy-secretary personally. It is just 
physically not possibJe to do work in that manner. 
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:&ut technically, the answer toO the question is 'Yes', and if I had 
gone through every page in every file myself, possibly I could have 
spotted this mistake earlier. 

SHRI SONAVANE: You did not go through the file. What about 
Mr. Mukherjee and his assistants? Did they go through the file so as 
to see those pertinent papers? 

SHRI WANCHOO: Unfortunately, there was no very specific 
question on this point in the questionnaire. There were about 80 
queStions but they had not pinpointed this particular matter. If 
they had pinpointed, somebody would have gone through the papers 
with a flne-tooth-comb; but because there was no pinpointed ques-
tion, it escaped attention here also. I cannot say whether Shri 
Mukherjee or his staff went through this particular file or their 
corresponding papers in Steel Controller's office. 

SHRI SONA VANE: How is it that when questions were asked 
about firm contract fer export and its connotati'On, vague replies 
were glven' 

SHRI W ANCHOO: I pointed out when that the Finance Ministry 
had used. the word 'firm contract·. We had also used the word 'firm 
contract'. Apparently we thought that the meaning was fairly 
clear, but apparently the Steel Controller misunderstood it. I said 
we should have clarified beyond possibility of doubt. 

SHRI SONAV ANE: On this particular point when questions were 
asked about the connotation of the term, did it not occur to anybody 
that there was some correspondence on this subject? Was there no 
such recollection 'On the part of anybody? 

SHRr W ANCHOO: As I had pointed out, all these transactions 
occurred long before I had joined this Ministry. I had not seen the 
file and therefore it could not have occurred to me, because I had 
not the personal recollecti-on of the case at all. But Mr. Mukherjee 
should have recollected, but unfortunately he did not. 

SHRI SONAVANE: How many joint secretaries or under-secre-
taries did you have in your Ministry at that time? 

SHRI WANCHOO: This' was dealt with by a Deputy Secretary 
and an Under-Secretary in the Mini~try. 

SHR! SONAVANE: In the Steel Controller's oftlce also, 
Mr. Mukherjee must have had his assistants. 
3104 (E) LS-ll. 
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SHRI W ANCHOO: The replies came over the signature of Mr. 
Mukherjee. How many officers there were is something which I 
cannot say. 

SHRI SONA VANE: All of them failed to see this correspon-
dence, instructions and explanations? 

SHRI W ANCHOO: As I had pointed out, there was no pinpointed 
question on this. 

SHRI SONA VANE: How is it that it was explained away by you 
in the committee in the way that you thought it fit to do? 

SHRI WANCHOO: What I had said was thitl. The Finance Mi-
nistry had. used the words 'export commitment'. We also had used 
the words. Normally I should bave thought that there would have 
been no ambiguity as to what was meant by export commitment. 
But, unfortunately, the Steel Control seems to have interpreted the 
term in the sense of an export contract with Hindustan Steels. I 
personally dO' not agree with that interpretation, but anyway they 
seem to have interpreted it that way, and I said that it was a pos-
sible interpretation. But I added that perhaps it would have been 
better if we had made our meaning clearer in our letter. The cor-
respondence that I have spotted myself did make the position clearer 
but I was not aware of it at the time that I gave my evidence. 

PROF. SHANTI KOTHARI: I do not want to go into the merits 
of the statement of the witness that 'I cauid not have gone through 
all the files myself.' But I think that it is the practice in regard to 
tij.e PAC meetings that the secretary not only reads the files in 
full but even anticipates what perhaps may be remotely a related 
question. In the present case, this is not only a question but it has 
behind it so much of story and history. I would suggest that any 
officer who appears before the PAC should take the PAC far more 
seriously rather than say that 'I could not have possibly gone through 
all the papers', and that a secretary is not expected to go through all 
the papers. 

MR. CHAIRMAN: Now, Mr. Wanchoo may wait for some time 
in the adjacent room and if need be, we shall call him again. 

(Sh'l'i Wanchoo then withdrew) 
Wl'l'NESS ExAMINm 

Shri S. C. Mukherjee 
(Witness was called in and he took hiB sea.t) 

MR. CHAIRMAN: Mr. Mukherjee, you are aware of the purpose 
for which we have assembled here. I need not repeat the points 
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raised in the privilege motion. The questions also have been given 
to you already and you may proceed to answer them. 

SHRI S. C. MUKHERJEE: The first issue is in regard to the 
conditions on which pre-import licence could be issued. The ques-
tion is as foll'Ows: Please state how the fact that a clarification re-
garding th~ definition of an export contract had been given by the 
Ministry of Iroo and Steel was overlooked while preparing a brief 
for the Secretary. 

This question is apparently based on Shri Padhi's dissenting note 
where he made an allegation that I prepared a misleading brief fur 
Shri Wan chao. But this is not qUite correct. I did not prepare any 
brief for him on this subject. What happened was that the PAC 
sub-committee gave us a large number of questions and we were 
asked from the Steel Control to furnish materials for reply too the 
Department of Iron and Steel. The Department of Iron and Steel 
had to prepare replies to the questionnaire. Those questions and 
answers have been stated as the brief. No other brief was prepared 
by me. "Materials f'Or reply to the questions were collected from 
the files of the office of the Steel Controller not only by me but by 
others also. Actually, I had dealt with barter deals only from the 
end of 1959 up to June 1961. Thereafter I had not dealt with bar-
ter deals. In 1965 when the Sub-committee of the PAC was appo'int-
ed I was actually working as Secretary of the KhadiIkar Committee 
and Chairman of the Re-rolling Committee. I was not doing any 
work connected with steel control. But the then Controller, Mr. 
Nagendra Bahadur said that since I had dealt with the subject bet-
ween 1959 and 1961, I may alsO' be associated with it. That is how 
I was associated with it. The materials were collected by the offi-
cers who were dealing with it. Along with them I also went 
through all the files, checked them and furnished them to the De-
partment of Iron and Steel. In the Department of Iron and Steel 
they were modified and amplified with the papers that were avail-
able in the Ministry and, finally, replies were prepared in the Mi-
nistry and sent to the PAC. So, it will not be carrect to say that 
I prepared the brief. That is a misleading statement. Of course, 
the letter dated 17th March, 1960 was not included in the questions 
and answers. There was no specific question on the subject. Even 
then, perhaps it could have been given even in reply to questions, 
wherein copies of correspondence were called f..ar. But, somehow, 
we missed it in the Steel Controller's Office because the file in which 
we located it had 200 pages and the subject was not clear. So, per-
haps, we missed the letter because of that and it was not included 
in the materials furnished by us. 
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Now, I come to the second question: Was the Ministry's letter 
dated 17th March, 1960 not in the relevant file? Was the relevant file 
not with the Deputy Iron and Steel Controller at that time? "As I 
have already explained, the letter was there When I went through 
the file. But this file is not on this speCific subject; it is on the 
general subject <:If export of pig iron. It was there in the file. The 
file was not in my personal custody because I was not dealing with 
the subject in 1965. As I have already explained, at that time. I 
was Member-Secretary of the Khadilkar Committee and the Chair-
man of the Re-roUing Committee. I had, checked the material and 
forwarded it to the Ministry. So, the file was there, but it was not 
in my custody. That is the only thing that I could say." 

Then I come to the third question: How was it that even during 
the course of examination of the matter by the PAC Sub-Com-
mittee the Deputy Iron and Steel Controller did not remember 
about this letter? When this was raised during oral evidence, I had 
no recollection of this letter because the letter formed part of the 
correspondence which took place in 1960 and the evidence was taken 
in 1966. I had dealt with barter deals only upto 1961. Thereafter 
I have not been doing this work. So, I had to give information only 
by going through the files. While going through the files this parti-
cular letter did not come to' my notice. During the oral evidence 
of the PAC Sub-Committee also, even though I went through all 
the files that were available from the Steel Controller's office, I 
could not spot this letter. So I could n·ot say anything about this. 

The fourth question is this: Was the explanation of Deputy Iron 
and Steel Controller on this issue called for? If so, what was the 
explanation given too' Shri Wanchoo when the mistake was detected 
by him? Explanation for not locating the letter was not called for. 
But when Shri Wanchoo found this letter in the file of the Ministry, 
I was also there with him. We were replying to the various points 
in the report O'f the PAC. He asked me: was this letter received 
by you? I replied, "I cannot say anything now, because the files are 
not with me. I will go to Calcutta and find out the actual position." 
When I went back to Calcutta I searched the file and found this 
letter. Then I submitted a note explaining what action was taken 
on this. If I may explain it further, "I could nat have suppressed 
this letter because the letter was available not only in OUT file but 
also in the file of the Ministry. Secondly, there was no motive or 
purpose in suppressing the letter, because the letter was helpful to 
us. If we had produced that letter, our positiO'n before the PAC 
would have been much better. I had written that letter on 10th 
March and received the reply from the Ministry on 17th March, 
1960. 
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MR. CHAIRMAN: You have got a very fine recora of work. 
Everybody has given you a good chit that you are an outstanding 
worker. Shri Wanchoo has also testified t·O' that during the course of 
his evidence. In the light of that, how can we swallow this state-
ment that this letter escaped your notice and y-ou were not able to 
trace this file? 

SHRI S. C. MUKHERJEE: It is unfortunate. The main reason 
is that so many years had elapsed and I had not been dealing with 
this subject. So, I had to depend on files. At that time I did not 
remember this. 

MR. CHAIRMAN: These things were found in the file. So, ei-
ther you should say that you have not gone through the files tho-
roughly or you should give some other reason. Considering your 
record of service, which is so outstanding, how can I afford to accept 
this statement that it has escaped your notice? 

SHRI S. C. MUKHERJEE: I can definitely say that I have gone 
through all the files as carefully as possible. There is no doubt about 
it. 

SHRI K. M. KOUSHIK: Theoretically, it is possible that a man 
has forgotten in 1966 what he had done in ]959 (1r 1961, because he 
was put on some other job, and so many files had passed through 
him. But considering your record and experience it is a little hard 
for us to reconcile ourselves to' the fact that after having worked 
for two years this could escape your notice. I am not able to appre-
ciate it, more so because when Shri Wan chao referred to it when 
you were in Delhi you said "I will go to Calcutta an<l see whether 
that letter was received in Calcutta or not." Then you went to Cal-
cutta and confirmed that you have in fact received it. Having 
worked for two years in that post, how could you expect us to ac-
cept your submission that you did not remember that particular 
letter? 

SHRI S. C. MUKHERJEE: It is a fact that I did not remember 
it. How I forgot it I cannot say. 

Then I come to the next question about the issue of pre-import 
licences in the absence of an export contract. The question is: 

"Please refer to paragraphs 5.34 an<! 5.35 of the Note of Dis-
sent to the Report of Committee of Inquiry (Steel Trans-
actions) wherein a reference has been made to a letter 
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written by Shri H. R. S. Rao of H.S.L. dated 25th Feb-
ruary, 1961 to' his Head Office at Ranchi. It is stated in 
para 5.35: 

IShri Rao was closely questioned by our Committee about 
his conversation and how he remembered it six months 
later. His evidence has not been shaken and is found 
to be completely trustworthy. Shri Mukherjee also 
could not ultimately deny the substantial accuracy of 
Shri Rao's version of the conversation though in the 
beginning in a written memorandum he had said 'I em-
phatically deny that I had any knowledge of the lapse 

.. .' .. before 25th October, 1960'." 

Please state whether you agree with the observation made in 
para 5.35 of the Note cf dissent that "Shri Mukherjee also 
could not ultimately deny the substantial accuracy of Shri 
Rao's version of the conversation." 

I do not agree. I have always denied that during my oral evi-
dence before the Sarkar Committee that Shri Rao had infO'rmed me 
about this barter deal of 25,000 tons of ingot slabs before 25th Octo-
ber, 1960. I have categorically stated throughout that the infor-
mation furnished by him in August, 1960 related to another barter 
deal. 

The second question is: Please state to what extent the fact 
stated by Shri Rao that the mistake was brought to your notice in 
August 1960 was accepted by your during evidence before the Com-
mittee of Inquiry. I did not accept during my oral evidence that 
the mistake regarding the deal sanctioned vide our letter dated 5th 
May, 1960, was brought to my notice by Shri Rao in August 1960. 

Then, the next question is: Please state on what basis the infor-
mation was given to the Public Accounts Committee that by Nov-
ember 1960 a balance of 149 tonnes worth Rs. 3.90 lakhs was left to 
be imported. This information was given on the basis of statement 
which was compiled in reply to one of the written questions by the 
PAC. Sub-Committee calling for details of monthly imparts against 
pre-import licence. It was question No. 31 in the folder. For this 
purpose the date of the Customs Clearance Permit was taken as the 
date of import as the dates of actual import were n(1l; available. I 
have got a copy of the statement and, if necessary, I can furnish it. 

MR. CHAIRMAN: As regards question No.4, you can send a 
written reply. 
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SHRI 'S. C. MUKHERJEE: I have got the statement here and I 
can hand it over. 

MR. CHAIRMAN: Please hand it over to us. 

CAG: Were these facts not available when the evidence was 
tendered before the Committee? 

SHRI S. C. MUKHEIUEE: I have given the available date in 
statement. The statement given to the PAC was month-wise. The 
date of shipment was not given. It was available in the file although 
it was nm readily available with me at the time of giving oral evi-
dence and compiling the information before the PAC. In the state-
ment now prepared I have given the dates of shipment also from 
the file. Only in two cases I could oot find the CCP (Customs 
Clearance Permit) application and the date was not available; the 
date of actual import was not available and We took the date of the 
CCP as the date of import. 

Coming to Issue No. (iii), the first question is: Please state why 
you did not inform the Sub-Committee of the Public Accounts Com-
mittee about the changes made by you in the guarantee form as 
drafted by the Solicitor. My reply to this is that I did not make 
any change in the form of the Bank GUarantee drafted by the Soli-
citor; I only filled up two blanks left by the Solicitor. These blanks 
were where we had to indicate the time to be allOWed to the party 
to complete export obligation. The draft containing the insertions 
made in my own handwriting was approved by the Controller and 
kept on the file. In the form drafted by the Solicitor he kept blanks 
as follows: 

"Whereas the Government, that Is, the Iron and Steel Control-
ler, has agreed to enter into a contract with the Obligor 
for import on the undertaking (]f the obligor to export 
20,000 tonnes of billets produced by Hindustan Steel 
Limited within"-

here he has left a blank to indicate the number of months-
"months from the date of these presents" etc., and then 

again:-

IIIf the Obligor fails to secure foreign purchaser for, and 
arrange export of, 20,000 tonnes of billets produced by 
Hindustan Steel within"-

again, he has left a blank for indicating the number of months-
''months out of India from the date of these presents" etc. 
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I filled in these blanks left by the Solicitor and I do not consider 

that the insertion made by me in the blank left by the Solicitor in 
the draft form was tantamount to any alteration in the form thereof. 
I only indicated the time and instead of 12 months from the date of 
the Presents, we said "three months from the date of delivery by the 
Hindustan Steel Limited", because the material had to be produced 
by Hindustan Steel. That is quite clear from the draft itself and 
also from the Ministry's instructions. 

CAG: This is the real point at issue. Has there been a change 
from "within three months from the date of these presents" to 
"within three months from the delivery of material". 

SHRI S. C. MUKHERJEE: "Three" was not there. It was: 

"within ...... months from the date of these Presents". 
So, I said: 

"within three months from the date of delivery of material". 

SHRI K. M. KOUSHIK: Instead of "Presents", you said, "date 
of delivery". 

SHRI S. C. MUKHERJEE: Yes. It was not a change really. 
The form was not changed by me. 

CAG: The material change that resulted was that the time limit 
instead of beginning from the signing of the Presents was shifted 
to begin from the date of delivery of material. That change was 
made by you; it was introduced by whatever amendment you made, 
though it may not amount to changing the form. 

SHRI S. C. MUKHERJEE: That is right. 

CAG: Was this change specifically brought to the notice of the 
Iron and Steel Controller and the Ministry of Iron and Steel? 

SHRI S. C. MUKHERJEE: The draft with this change was sub-
mitted to the Iron and Steel Controller and it got his approval. We 
did not refer it to the Ministry. 

MR. CHAIRMAN: Is the quantity that you have given in the 
statement handed over to us in tonnes or in what? 

SHRI S. C. MUKHERJEE: The quantity is in tonnes. 

MR. CHAIRMAN: You would have noted that we passed some 
remarks against the Solicitor depending upon your evidence. This 
is rather unfair, that is, to' pass a remark against somebody for no 
fault of his. I would like to ask you whether you had brought this 
change to the notice of the Solicitor. 
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SHRI MUKHERJEE: No, Sir. As I told you, I did not think it 
was any material change. He wanted a time limit to be given. 

MR. CHAIRMAN: The form may be all right. You have put 
three 1's instead of two 1's. You have indicated the period of deli-
very-'within three months'. 

SHRI MUKHERJEE: "My argument is that the Solicitor has said 
'steel produced by HSL'. 'Produced by HSL' has been put. If 
there is no prodUction, how can there be export"? 

MR. CHAIRMAN: We wanted to know as to who was responsi-
ble for this change. Now I understand from you that it was you 
and not he. You might have done it in the interests of anybodyelse. 
We are not concerned with that. We are concerned as to who has 
done it. 

SHRI MUKHERJEE: I have done it because I thought it simple, 
I can only give my reasons. 

SHRI SONAVANE: You said that since 1961 you were not at that 
job in the Steel Ministry and then when you were asked by your 
superior officer to come before the PAC to give evidence you readily 
agreed. 

SHRI MUKHERJEE: Not only to give evidence but also to col-
lect materials for reply to the questionnaires. 

SHRI SONA VANE: Because you had that knowledge of the 
Ministry from 1959 to 1961 and you have dealt with this. 

Now to Issue No.1, while you were answering to question No. 2-
Was the Ministry letter dated 17th March not in the relevant file?-
you have said the existence of the letter was not to your knowledge. 

SHRI MUKHERJEE: I had no recollection. 

SHRI SONAVANE: The existence of the letter-was it not to 
your knowledge? 

SHRI MUKHERJEE: I had said that the letter was in the Steel 
Controller's file but the file was not in my personal cuswdy. I had 
gone through this file perhaps. 

SHRI SONAVANE: But your office was at Calcutta and the let-
ter was in Calcutta file when it was brought to your notice by Mr. 
Wanchoo. 

SHRI MUKHERJEE: Yes, Sir. 
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SHRI SONAVANE: Now, while giving evidence you must have 
reCQ'llected that a certain letter was there and even though you had 
not traced that letter, stilI you did not say haVing read or received 
or filed the letter. 

SHRI MUKHERJEE: I did not re-collect Sir. 

SHRI SONAVANE: When the letter was received, did it not 
come to your knowledge, when it had come for signature and then 
you say 'file'? 

SHRI MUKHERJEE: The letter was received by me. It was 
addressed to me. I submitted it to our Controller. 

5HRI SONAVANE: At that time you have read that letter? 

SHRI MUKHERJEE: That was in 1960. In 1966 I had no recollec. 
tion. 

SHRI SONAVANE: When the question came before the PAC on 
this relevant subject, you did not at all recollect the letter having 
been read by you and initially or that you asked it to be filed? 

SHRI MUKHERJEE: Because six years had passed and we had 
dealt with so many other things. At that time I went through 
several files. But I had no recollection. 

SHRI SONAVANE: When the question came up before the PAC, 
when some off-hand answers were given, did it not occur to you 
and you did not say or nobody said 'We will look into the file if 
there are any such instructions and then you would give the answer 
as is the practice here.' 

SHRI MUKHERJEE: There was no specific question on this clari-
fication because nobody knew about that clarification. The only 
question asked was: what was the interpretation of the term "firm 
export contract"? We said that our interpretation was that the 
export contract with HSL was taken as sufficient for the purpose of 
pre-import licence. :; .~."f1? 

SHRI SONAV ANE: On this very question that letter explaining 
the connotation and while answering that question or while that 
question was being answered in your presence did it not occur to 
you that such a letter was there? 

SHRI MUKHERJEE: It was not in my recollection. 

SHRI SONAVANE: When you gave the answer to the question 
as a man responsible to the work, you did not go through the file. 



167 

SHRI MUKHERJEE: I have gone through the file but it is a big 
file. 

SHRI SONAVANE: Big or small, you get a big amount of salary 
every month. 

SHRI MUKHERJEE: I have gone through it but this letter did 
not attract my attention. 

SHRI SONAVANE: The letter did not attract you. So you did 
not go through the file? 

SHRI MUKHERJEE: My recollection is thM I have gone tht'ough 
all the files and this being an important file, the file must have been 
put up to me. I cannot say r did not go through the file because r must 
have gone through the file but this letter did not catch my eye. 
During the oral evidence also I could not locate this letter. 

MR. CHAIRMAN: Whenever we examine witnesses, they are not 
examined on oath. While giving evidence I only request you to say 
as far as possible the truth. If there are errors, it does not matter. 
There is nothing wrong in accepting it. Just skipping over it is not 
good. 

gHRI MUKHERJEE: I agree, Sir, I must say only the truth. 

MR. CHAIRMAN: Even if there is an error, we can appreciate it. 
SHRr MUKHERJEE: Whenever I have committed errors I have 

always accepted them. Even in this case of Sarear Commission, I 
have accepted so many errors. 

MR. CHAIRMAN: Suppose while your colleague-sentor or 
junior officer is answering, there is an error in the statement of fact, 
if you know the truth, you can correct it. 

Mr. I{othari-you want to ask any question? 

SHRI SHANTI KOTHARI: I only wanted to know whether any 
extraneous influence was working at that time. 

SHRI H. N. MUKHERJEE: In March, 1960, the Ministry of 
Finance gave your Ministry a deftnite idea as to what firm contracts 
for export should be. I take it from what I hear that since you have 
an outstanding record as an officer of the Steel MiBistry,'you .hould 
have thought, it was a very important thing that accommodation was 
given by the Finance Ministry-I assume, you must have taken it 
as a very important and significant declaration by Government. 

SHRr S. C. MUKHERJEE: Yes. 
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SHRI H. N. MUKHERJEE: You surely are aware of all the 
difference between a contract between the barterer and foreign 
buyer and a contract between the barterer and Hindustan -Steel. 

SHRI S. C. MUKHERJEE: Yes. 

SHRI H. N. MUKHERJEE: If that is so, how do you really, truly, 
expect us, to accept your statement that you are simply forgetting 
it? That is something on which I would like you to explain the 
position. That is all that I wish. 

SHRI S. C. MUKHERJEE: The point is this. Finance Ministry's 
clarification as communicated to us by our Ministry said that there 
should be a firm commitment with the foreign buyer and the formal 
evidence was left to us. It did not specifically say that the export 
contract means a contract with foreign buyer. So, we accepted con· 
tract with Hindustan Steel. The contract with HSL was 
for export of materials and so we thought that this is 
a much better evidence of the firm's commitments because 
he must have found a buyer abroad. Otherwise if we only wanted 
a commitment from foreign buyer they can always produce some 
spurious document. Hence the contract is for export. It is with 
reference to barter deal. That is why we decided on accepting it. 
The export contract with HSL was taken as proof of export com-
mitment for giving import licence. This clarification was there. It 
did not bring to my mind this letter. This letter was 6 years old. 

SHRI H. N. MUKHERJEE: You say you were right in 1966 in 
your interpretation of the description firm contract for export as it 
applied in the a particular case. 

SHRI S. C. MUKHERJEE: Yes. 

SHRI H. N. MUKHERJEE: It is wrong to say what the Home 
Ministry has been saying all along that they had forgotten the direc-
tion given by the Ministry of Finance. 

SHRI S. C. MUKHERJEE: Yes. The Sarkar Committee upheld 
my argument in this. The firm commitment and contract is slightly 
different. And, when there is a contract with Hindustan Steel it 
can be assumed that there is a commitment with foreign buyer. 
They have accepted our arguments. 

SHRI H. N. MUKHERJEE: You are suggesting, from practical 
point of view, you interpreted the Finance Ministry's definition of 
firm contract in the way that was most desirable. 

SHRI S. C. MUKHERJEE: Yes. 
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SHRI H. N. MUKHERJEE: From practical considerations you 
changed a directive of Government and the whole matter was left 
unexplained. 

SHRI S. C. MUKHERJEE: We did not change. We interpreted 
its form of evidence was left to us. The letter said that there should 
be a firm commitment and form of evidence was left to us. 

SHRI H. N. MUKHERJEE: The Sarkar Committee report states 
at page 58: 

We are not prepared to disagree with the opinion of Shri S. C. 
Mukherjee that a Commitment with Hindustan Steel Ltd. 
was sufficient evidence of a definite commitment to export. 

You made an interpretation which you justify only on the basis 
of practical considerations. 

SHRI S. C. MUKHERJEE: It was left to us. It was not a direc-
tive. The evidence was left to us. 

MR. CHAIRMAN: It is for your satisfaction, not for interpreta-
tion. It is left to you to interpret it according to the evidence. 

SHRI S. C. MUKHERJEE: Form of evidence is left to us. 

MR. CHAIRMAN: For evidence alone, that is left to you for your 
satisfaction. As regards interpretation-and the interpretation you 
have taken-would you not think it proper to report it back to the 
Committee, saying this was the interpretation? Are you taking 
Elteps to do that? 

SHRI S. C. MUKHERJEE: If we thought it, we would have re-
ported it. We did not think so. 

SHRIMATI SUSHILA ROHATGI: In answer to a question put 
by Chairman you have said this is a form which the Finance Minis-
try had prescribed and you have to follow it. About the question 
whether there was any failure, you accept there was no failure. We 
find that an impression had been created that this entire change was 
made by the Solicitor himself. When this impression was given in 
the PAC you did not make any effort to correct Mr. Wanchoo there. 

SHRI S. C. MUKHERJEE: I have not followed your point. 
AUDITOR GENERAL: In the PAC report, on page 74, there is 

a sentence like this: 
If he felt any difficulty in getting guarantees in the form re-

quired he should have placed the matter before the Minis-
try for their consideration. The Sub-Committee regret 
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to note that this was not done. On the other hand he 
refer:t;ed it to the Solicitor who drafted the guarantee form 
which was not in consonance with the intention of the 
Ministry. The Sub-Committee fail to appreciate the atti-
tude of 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 went out· 
side the scope of his duties and drafted a form which was 
least satisfactory. 

The question was this. It would have appeared to you, that the 
SolicitoI; was ~ing blamed for something which he did not do and 
you would have appraised the Committee of the whole position. 

SHRI S. C. MUKHERJEE: The impression that I gathered was 
that the sub-committee was referring to a sentence appearing in the 
February 1960 order. This stipulation was not made by the Solici-
tor. Solicitor's doubt did not contain this stipulation that guarantee 
will be forfeited in case of failure to earn foreign excha,nge what-
ever may be reason therefor. That is why I did not say although 
I was not also asked to give any comments on this. 

AUDITOR GENERAL: When you read the report and had dis-
cussion with your Secretary about the action taken report, at that 
stage, did it not occur to you that the Govt. Solicitor was being 
hauled up for something which he did not do? 

SHRI S. C. MUKHERJEE: I took it that it was with reference 
to thj.s sentence that a mistake was made. The sentence from the 
Ministry's instruction on the basis of which the import was allowed 
is this. "It should be made clear to the exporter that guarantee will 
be forfeitable in case of failure to earn foreign exchange by ~xport 
whatever may be the reasons therefor." We thought that the PAC 
Sub-Committee was of the view that 'whatever may be the reasons 
therefor' should have been included in the draft which was not done. 

AUDITO~GENERAL: How is that at all referred to in this? 

SHRI S. C. MUKHERJEE: This is a sentence occurring in the 
Ministry's instruction letter dated 2-2-1960-the basis of pre-import 
licence. 

AUDITOR-GENERAL: If you read paras 4.65 and 4.66 of the 
:repOF,t I think it is fairly clear as to what the sub-Committee had 
in mind. That was about this change which was made in the gua-
rantee form. 
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MR. CHAIRMAN: But this has nothing to do with the arguments 
advaaced by you. 

S~ .8. ,C. MUKHERJEE: My impression was that this was with 
ref~en<;e· to theabaqlutepess of the guarantee. We appreciated the 
Go_ve~nt Solicitor's advice that no bank would agree with such 
a bank gwua.u.tee. 

SHRIMATI SUSHILA ROHATGI: I shall make one thing clear 
hp.re. The Iron and Steel Controller did not carry out the conditions 
laid doWn, in, the MJnistry's instructions dated 2-2-1960 regarding the 
furnishing 01 guar8Jltee. 

SHRI S. C. MUKHERJEE: That was because we thought that this 
W3.S wit.h reference to the forfeiture of the bank guarantee for what· 
ever may be the reasons therefor. The change made by me was 
only regardini the time to be allowed. If the period of twelve 
months, say, starts from the date of execution of the bond. Of course 
the export is to be made within 12 months. Here I may submit that 
the Solicitor himself says that they must export so much of billets 
produced by the Hindustan Steel Ltd. There cannot be any export 
unless there i~ production. 

AUDITOR-GENERAL: The point which the hon. Member has 
in mind is this. Don't you know that the P.A.C. had made some 
adverse comments against the Government Solicitor? How did you 
think that it referred to something other than the change made by 
you? 

SHRI S. C. MUKHERJEE: I thought that this was with reference 
to the sentence in the Ministry's instruction. 

MR. CHAIRMAN: Will you please pinpoint that sentence? There 
are two things to be borne in mind. One is the change that has been 
incorporated by you in the guarantee. You have to see whether it 
is an implementable guarantee. The other is the failure to earn 
foreign exchange by export within three months from the dRte of 
de1ivery. The latter that you have suggested might be work-' ~le. 
I agree with all this. But why should you only refer to this partf· 
cular sentence. 

SHRI S. C. MUKHERJEE: Sir, when I read this report I got C1e 
impression that it was referring to this sentence because there was 
no stipulation like that. 

MR. CHAIRMAN: The Sub-Committee failed to appreciate the 
attitude of the Government Solicitor in taking upon himself the 
obligation to advise that no bank would agree to such an abRolute 
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gual antee. This paragraph only refers to this condition whi~h you 
have put in. It is really in favour of the Government. All along 
this is the impression that we gathered from the evidence. You were 
also here when the evidence was given by Mr. Wanchoo. You could 
have corrected that impression. There may be slight errors here 
and there. But there is nothing wrong for you to accept that. What 
is the use of simply taking some sentence from somewhere and say-
ing this was with reference, to this sentence and so on. 

SHRI S. C. MUKHERJEE: I was under the impression that the 
words inserted by me did not make any change in the form. He 
said the perio<;l starts from the date of signing of the bond whereas 
I said that, it starts from failure to earn foreign exchange by export 
within three months from the date of delivery of materials by HSL." 

MR. CHAIRMAN: If it is from the date of delivery that means 
longer life. That does not take effect immediately. 

SHRI S. C. MUKHERJEE: I agr(~. The H.S.L. is a government 
organisation. Materials produced bj' them will have to be exported. 
Suppose within 3 months the df>livery is not made, the export does 
not take place. How can we enforce this guarantee? We cannot en-
force that. 

AUDITOR-GENERAL: We are not here to discuss the merits of 
it. The change that was finally made might have been very appro-
priate. But the question here is this. The Sub-Committee here was 
led to believe that the Solicitor did that thing wnich in fact he should 
not do. 

SHRI S. C. MUKHERJEE: My submission is this. I thought that 
the Sub-Committee was finding fault with the Solicitor for not in-
cluding the stipulation that the bank guarantee will be forfeitable 
in case of failure to earn foreign exchange by export whatever may 
he the reasons therefor, 

MR. CHAIRMAN: That would mean two things--one is that it 
may be from the date of execution of the agreement and the other is 
that it may be effective from the date of delivery of the articles, 
The latter one takes long time whereas the earlier one takes only 
three months. It should not be like that. The Solicitor never meont 
like that. He meant only the earlier one. He goes by the form of 
&: lHlt'an tee. He says that this is forfeitable. You say It is not so, 
bfOcause the forfeiture period starts for failure to earn foreign ex-
ehange by export within three months frOlli the date of delivery of 
the pig iron. 
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AUDITOR·GENERAL: As the draft came from tne Solicitor, it 
'was an attempf to give effect to the decision of Government. As per 
this letter by changing the date effective from the execution of the 
guarantee and making it 'within three months from the date of 
.delivery' you made a material change. Now the Committee was led 
to believe that this change was made by the Government Solicitor. 

SHRI S. C. MUKHERJEE: That I did not understand at that 
time. 

AUDITOR-GENERAL: This Sub-Committee passed a s+.ricture 
tlgainst the Government Solicitor for which possibly you were res-
ponsible. So the question I want to put is this. When you were 
preparing replies for the Action Taken Report and helped tht- Secre-
tariat. Did not you therefore think that there should be a direct 
apology from you to this Committee for having led this Committee 
to believe that this change was made by the Government Solicitor? 

SHRI S. C. MUKHERJEE: But I understand it differently. I 
-understood that the Sub·Committee was referring to this particular 
sentellce. 

SHRIMATI SUSHlLA ROHATGI: In spite of the impression that 
was created in the minds of the Committee by the evidence that you 
gave that the fault was entirely that of the Solicitor, why did you 
not make an attempt to correct that impression? When Mr. Wanchoo 
was speaking why did you not prefer to correct that impression? 
Don't you think that there is a material difference between these 
two periods? 

SHRI S. C. MUKHERJEE: That is what I felt. My doubt was 
as to how to express the period. I can express the date from one 
date whereas you can express that from another date. 

SHRIMATI SUSHILA ROHATGI: What is the date of effect of 
the guarantee? 

SHRI S. C. MUKHERJEE: That takes effect from the date of 
5igning. 

SHRIMATI SUSHILA ROHATGI: But the date of delivery may 
come much later. 

SHRI S. C. MUKHERJEE: My point is this. Unless the delivery 
bas been made by Hindustan Steel Ltd. export cannot take place. 
Billets produced by the Hindustan Steel Ltd., have got to be expnrt-
ed. The man who will give this bond has to depend on iiuppllps 
from Hindustan Steel. But it is clear that he has to export matflrials 
3104 (E) LS-12. 
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produced by the Hindustan Steel. The delivery was uncertain. We-
did not know the date of delivery ..... . 

SHRIMATI SUSHILA ROHATGI: If the scheme did not work 
out, then this sentence will make material difference. 

SHRI MUKHERJEE: Difference in the mode of expression, but 
the effect is the same. That is my interpretation. 

SHRI K. M. KOUSHIK: You have read the 'Finance Ministry's 
instructions. Is your action not running counter to those instruc-· 
tions'! Please read out. 

SHRI MUKHERJEE: This is the sentence: "It should be made' 
clear to the exporter that the guarantee will be forfeitable in cas~ 
of failure to earn foreign exchange by export, whatever may be the· 
reason". , ., ... ~"I ~I 

SHRI K. M. KOUSHIK: Whatever may be the reason. Are you· 
not running counter to the instructions given by the Finance Minis-
try? Were you entitled to do it? 

SHRI MUKHERJEE: What I want to say is that this sentence 
was not included by the solicitor. This was not expunged. This. 
did not find a place there. 

SHRI K. M. KOUSHIK: When actually the evidence was record·· 
ed, when Mr. Wanchoo's evidence was recorded, and when you knew 
it perfectly well, why did you not come forward with this at that 
time, "Yes, this is not the Solicitor's fault"? 

SHRI MUKHERJEE: The Solicitor did. not include this in the 
draft. You are making this question on the assumption that the 
Solicitor had suggested this. When this question was asked of Mr. 
Wanchoo, I had the impression-and perhaps Mr. Wanchoo had the 
impression-that the Solicitor did not include it, because this was: 
against natural justice. 

C. & A.G.: Will you see pages 73-74 of the PAC Report, 1965-66-
5(1th Report? After reading this, do you still maintain that your in-
ference or your impression was that this did not relate to the period 
from which it was going to run but only related only to the last 
sentence of this letter dated 2nd February? 

SHRI MUKHERJEE: Yes. 

AUDITOR-GENERAL: When the evidence was given by Mr. 
Wanchoo in your presence, why did you not correct it then and there?" 

SHRI MUKHERJEE: Because I did not think that we made any 
material change. 
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AUDITOR-GENERAL: You may think so. It is in the interest of 
the Government. Why did you not do so? 

SHRI MUKHERJEE: Frankly speaking, I only got the impres-
sion from the P.A.C. that they were referring to this sentence. 

AUDITOR-GENERAL: It may be a sentence there or anywhere 
else. When you found that the Solicitor was being taken to task 
for something which was not his fault, was it not your duty to come 
to the rescue of your colleague? According to you, did he do any-
thing wrong? 

SHRI MUKHERJEE: No. 
AUDITOR-GENERAL: And, therefore, when the Solicitor is being 

taken to task, is it not correct for a public servant to stand up for 
a colleague? 

SHRI MUKHERJEE: We· accepted whatever he has done. We 
did not deprecate it, because we have introduced the form. 

AUDITOR-GENERAL: The fact remains that the Solicitor was 
being taken to task for something which he did not do. 

SHRI MUKHERJEE: No, Sir, that was not my impression. I 
thought that the Solicitor was being taken to task for not including 
this, "Whatever be the reasons". 

AUDITOR-GENERAL: But is it not proper that you should have 
asked your Secretary, 'Here is the Solicitor who is being taken to 
task for something which he did not do'? You cannot let down some-
one. 

SHRI MUKHERJEE: That was the explanation given on behalf 
of the Solicitor. 

MR. CHAIRMAN: Why did you not come to the rescue? 

SHRI S. C. MUKHERJEE: We should have made a reference 
back to the Ministry this is what Mr. Wanchoo has said. 

MR. CHAIRMAN: Mr. Wanchoo, I have unnecessarily detained 
you. We wanted you after some time but I do not think there ill 
anything to ask you now. 

Thank you very much and your colleague also. 
SHRI W ANCHOO: May I leave. 
MR. CHAIRMAN: Yes. 
SHRI WANCHOO: Thank you. 
MR. CHAIRMAN: Thank you also Mr. Mukherjee. 

(Committee then adjourned) 



APPENDIX XXI 
[See para 21 of the Report~ •. h 

EXTRACTS OF NOTES ETC. FURNISHED BY SHRI N. N. W ANCHOO TO THE 
SUB-COMMITTEE AT THEIR SITTING HELD ON 22-10-69 

Serial Nos. 34 to 36 (Receipt8)-W. 62--80lc. 

The Sub-Committee of the Public Accounts Committee visited 
the Iron and Steel Controller's Office on the 29th and 30th November 
1965 and discussed about the deals in which pre-imports were allow-
ed against export of HSL semis, where foreign exchange was not 
earned by exports, DS (P) attended the meeting from Ministry's 
side. At that time the Sub-Committee wanted answers for a ques-
tionnaire given by them. The Steel Controller had sent his replies 
to the questions vide his letters at pages 51-52 I cor. These replies 
were examined and it was felt that some further clarifications were 
necessary and these were called for. These were mainly to have 
~dditional information ready in case these would be required. The 
Steel Controller's reply for these may be seen at pages 62-781cor. 

These replies were examined and were further discussed with 
SIShri S. C. Mukherjee and L. K. Bose, who were here last week. 
In the light of these discussions, draft replies have been modified 
wherever necessary. Certain annexures originally sent by the Steel 
Controller, which were not found necessary, have been excluded. A 
separate note indicating wherever changes have been made in the 
Controller's reply is at slip "W". 

One point for consideration in this case is that in reply to ques-
tion 17, 44, 62, 63 and 77, we are asked to furnish details about 
suspensionlblacklisting of firms. Normally these are considered 
'secret' and are not divulged to public bodies. As they have sneci· 
fically asked for information in these cases, it is for consideration 
whether these are to be furnished as given in the draft. 

[This is the case about which, Chairman. P.A.C., mentioned to 
Secretary on 1~-1.66.] 

Sdl- T. J. VERGHESE 
18-1-66. 
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I have made a few Verbal alternations. 
Sdl- C. V. S. MANl 

19-1-66. 

~ May be supplied separately with a specific note that this infor-
mation should be treated as strictly Confidential 

Sd"l- N. N. WANCHOO 
20-1-66 

Secy13181I&S 
19-1-66 

Sdl- T. J. VERGHESE 

20-1-66 
Intd. C. v_ S. MANI 

20-1-66 

EXAMINATION OF THE REPLIES GIVEN BY THE IRON & STEEL CONTROLLER 
F9R THE QUESTIONNAllIE ISSUED BY THE SUB-COMMITTEE OF THE P .A.C. 

The Steel Controller's replies given to Questions 1 to 5, 7, 9, 13, 
14, 15, 17 to 19, 22 and 23, 25 to 27, 29, 31 to 34, 36 to 53, 55 to 64 and 
66 to IKI, have not been changed. 

Question 6: The reply given by the Steel Contreller starts with 
a reference to a letter written by him in November, 1959. It may 
be mentioned that even before receipt of this letter, the question of 
export of HSL semis had been under consideration in the Depart-
ment and the reply has been modified taking this factor into account. 

Question 8 (i) (iii): In our reply, the reason for not giving a sepa-
rate statement in respect of pre-import deals of MMTC has been 
given. 

Question No. 10: The original reply did not indicate the values. 
These have now been indicated. The reasons for the discrepancies 
in the figures given by the Steel Controller to the PAC earlier, have 
not been given, since this question does not specifically call for this 
information. 

This information may, however, be kept handy for reference if 
necessary at the time of PAC meetings. 

Questiom 11 and 12: The original replies indicated the values 
only_ Now, detailed contract-wise statements have been prepared 
and incorporated in our replies. 

Question No. 16: The I&sC's reply has been given, as it is. Addi-
tional information regarding the dates from which steel is lying at 
the Ports was called for and this may be seen at page 70 corr. 

Queltions 20 and 21: The Controller's reply has been modifted 
slightly. This is the one case where import licences were issued even 
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before there was a valid contract for exports between HSL and the 
firm. The Steel Controller, himself, has accepted that this is a mis-
take. Efforts were made to persuade HSL to supply the steel for 
export since the import licence had already been issued. The Steel 
Controller was asked to furnish full details-copies of notes extracted 
from his file may be seen at pages 71 to 74 corr. These are not given 
in the reply. 

Question No. 24: The last paragraph of the Controller's reply has 
been amplified to indicate the correct position. 

Question No. 28: The replies originally sent were not pertinent to 
the question. This has been re-drafted on the basis of the discus-
sions with Shrl S. C. Mukherjee. 

Question No. 30: The information given by the Steel Controller 
originally at 30.2 has been deleted since it is not considered nec~s
sary to give it. 

Question No. 35: A detailed history of each case of dispute has 
since been furnished by the Controller and this has been given in the 
reply. 

Question No. 54: This question is regarding the reasons for not 
taking Bank guarantees in respect of the licences issued to Mis. 
Surrendra Overseas. The references given in the concluding portion 
of the original reply have been deleted as they do not throw any 
light on the reasons but only indicate the reasons for allowing pre-
imports. 

Question No. 65: This relates to the reasons for including a clause 
about pre-imports in the oarter sanctions issued by the Controller 
even before the Ministry's formal concurrence was conveyed in 
February, 1960. The Sub-clauses 65.4 and 65.5 have been deleted as 
they are not relevant to the question. 

Question No.6: . Coming back to the case of import of certain 
types of steel against export of semis, how did this transaction first 
start, i.e. how this barter deal was approved-by whom-when-and 
then, how these prospective licence were issued? What was the 
justification for advance licence? 

Answer: In latter half of 1959, due to the time lag between the 
commissioning of the Open Hearth Furnaces and the commissioning 
of the Blooming-and Slabbing Mills of the Hindustan Steel Plants, 
semis were avaUable as surplus. In August 1959, the Iron and Steel 
Controller forwarded to Ministry a proposal received by him for the 

... -
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export 01. semis and import of finished steel (from Mis. Am1nchand 
Payarelal), for advice, Ministry also was receiving similar requests 
from certain other parties during the period August to October, 1959. 
Hindustan Steel was requested to explore whether these exports 
JDay be allowed. 

Meanwhile there was also exchange of correspondence in this 
matter between Hindustan Steel and the Department. On the basis 
.of the materials available, an exhaustive examination was made in 
()ctober, 1959 about export of the available semis and import of steel 
which was badly required. There was also a reference from the 
Iron and Steel Controller, received in November, 1959, asking for 
a clear cut policy that should be followed in respect of these barter 
,deals. The matter was considered in consultation with the Ministry 
of Finance and a decision was conveyed vide Shri Bnoothalingam's 
D.O. letter No. SC (B) -12 (92) 159, dated the 14th January, 1960-
(Annexure 1). This empowered the Iron and Steel Controller to 
approve barter deals involving export nf semis and import if finished 
'steel. 

In accordance with the policy laid down, barter proposals were 
generally received by the Iron and Steel Controller who had to 
approve the categories of steel to be imported and the' prices thereof. 
The export price of the semis was negotiated and approvad by Hindu-
stan Steel simultaneously. Thereafter, formal approval was com-
municated to the party by the Iron and Steel Controller in a stand-
ard form which was devised for the purpose. (Annexure 2). 

The dates on which the six barter deals (against which pre-import 
was allowed) were approved are shown on the next page. 

'rile question of issuing licences before actual exports first come 
up for consideration in May, 1959, vide the Iron and Steel Controllers 
D.O. No. CPI151IVDS, dated 13-5-59-(Annexure 3). This was in 
connection with barter deals involving export of ferrous scrap. The 
Department conveyed its approval to pre'import, in consultation with 
the Ministry of Finance vide D.O. No. SC(B)-15(70) 159, dated 28-5-59. 
-(Annexure 4). 

In September, 1959, the Iron and Steel Controller approached 
Ministry with the request whether pre-imports may be allowed even 
against exports of Pig Iron, vide his letter No. PIEi5, dated 17·9-69-
(Annexure 5). This was because there was likelihood of delay in 

supply of pig iron and also the probability of changes in the prices 
of imported steel already negotiated, because of this delay. This 
:request was being examined. Tn the meanwhile, the general question 
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of allowing pre-imports in regard to barter deals involvmgscrap,. 
pig iron or steel ingots or slabs was considered in consultation' with, 
'CM Ministry of Finance, and a general permission waS"'gl.Ven Vide
letter No. SC (C)-5 (5) 160, dated 2-2-60 subject to certain conditions 
set forth in the letter- (Annexure 6). The main considerlltion' for-
allowing pre-imports was this:-that in barters, the size of ~e ex-
potted commodity, being large, deliveries could be made only over 
a period of time. If imports were to be allowed only after exp~rts 
Md materialised then imports would have taken place only' after the 
pressing needs were over and also perhaps at a time when our own 
Steel Plants might have started production of the same category. 

REPLIES FURNISHED TO P .A.C_ SUB-COMMITTEE , 

Quesion No. 28: What were the conditions imposed by Iron & 
Steel Controller in these aarter Deals? Were they usual or any 
special condition was also imposed? 

Answer: The condition imposed in the barter deals was indicated 
in the sanction copies attached as annexure 2. These were the usual 
conditions for all barter deals. 

Question No. 29:Who suggested first that these advance' import 
licences may be given: Government or the Controller? 

Answer: Please see reply to Question No.6. 
Question No. 49: Please furnish a copy of the letter dated' 2-2-6()' 

from the Ministry to your office. 
Answer: Copy of the Ministry's letter No. SC (C) -5 (5) 160 dated' 

2-2-60 is attached (Annexure 6). 
Question No. 53: Copies of any further correspondence-on this-

subject of advance licences, either with the Ministry, or 'the parties; 
Answer: Copies of all relevant correspondence are attached at 

annexure 2911 to 2915. 
Question No. 57: Please give a copy of the agreement entered into' 

with these parties containing the export obligation. 
Answer: There was no agreement with Steel Controller other 

than the Bank Guarantee and the Barter approval letters. A copy 
of the Standard Form of B.G. is at Annexure 22. 

ANNEXURE r 
SECRETARY, IRON &r STEEL 
No. SC (B)-12192159 
My dear Bam, 

Jan'l.l4T'y 14, 1960' 

Some time back, I wrote to you laying down the procedure for' 
export of pig iron. The procedure in short was that scales for cash' 
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should be left to the producers. We have already indicated to Hindu-
stan 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 upto 
25,000 tons against the import of Items others ,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 ingotlslabs 
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 ap-
proved by you and covered by an export licence. It is not our inten-
tion 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 perhaps know, Hindustan 
Steel have already sold about 30,000 tons of Rourkela ingots at 
72 £.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 slabs and 50,000 tons of 'billets on barter basis for imports 
of essential steel items. They have desired that in arranging the 
barters care should be taken to ensure that the categories arranged 
for import are not those whicli are available at lower prices against 
cash licences. 

I think you could also indicate to a few select firms the procedure 
outlined above. 

4. It is important that in view of the large surpluses of ingots and 
slabs we might have in 1960, offers are handled in a business-like 
way. It should be possible to close deals within a week of the 
receipt of an offer. 

Shri A. S. Bam, ICS, 
Iron & Steel Controller, 
33, Netaji Subhas Road, 
Calcutta-to 

Yours sincerely, 
Sdl- S. BHOOTHALINGAM 



ANNEXURE II 
GOVERNMENT OF INDIA 

MINISTRY OF STEEL " MINES 
(DEPARTMENT OF IRON " STEEL) 

IRON & STEEL CONTROL 
33, Netaji Subhas Road, 

Calcutta-l. 
:No .........•• Dated, the ....•••• ' 
Mis. 
Dear Sirs, 

SUB: Export of ........ in exchange of import of steel materia18 

Please refer to the correspondence ending with letter Nos ...... . 
both dated .......... addressed to you by Hindustan -Steel Co. 
(Transport & 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 ....... . 

(b) Against the total foreign exchange earning amounting to .... 
you will have to import prime quality steel of the following cate-
gories and sizes at CIF Indian Port price per ton as indicated below: 

',Category Size & specification Quantity 
in tons 

C&F price per 
MITon (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, if any, on the basis of price quoted in Metal 
Bulletin published in the .......... will be applicable. For ship-
ments made during the period .......... reduction in price on the 
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basis of price quotea 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 8: Steel Controller in terms of 
Public Notice No. SC(B)-10(9) dated 22-4-1952 as amended, 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 pro-
forma for the amount before Customs Clearance Permit is allowed 
to be issued for the steel imported by you. 

(f) The steel to be imported in exchange must be subiect to dis-
tribution control of the Iron & Steel Controller. 

(g) The export of .......... and export of steel in exchange 
:as mentioned above will have to be completed with... . . . .. . 

Your acceptance of the above terms and conditions should be 
~ommunicated 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 in without 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 applica-
tion for export and import licence to this office in the prescribed 
forms. 

Yours faithfully, 
Dy. Iron & Steel Controller 

Copy to: 
(1) Shri B. N. Berry, Hindustan Steel Ltd .. 2 Fairlie Place, 

Calcutta. 
(2) Ministry of Steel & Mines (Deptt. of Iron & Steel). New 

DeIhl 
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.~). S.I.C. Section for issue of import Licence on application. 
(4) Industries 'B' Section for issue of export licence on appli-

cation. 
(5) P. & A.O. 

Dy. Iron & S!:;:l Controller 

ANNEXURE HI 

D.O. No. CPI151VDS 
My dear Ramanathan, 

Dated, the 13th May, 1959 

In connection with import of 2248 tons of B.P. Sheets on barter 
basis in exchange of 9338 tons of ferrous scrap, Mis. V. D. Swami 
& Co. have sought our permission to have the sheets imported before 
the scrap is exported as sheets are just ready for shipment whereas 
the firm is not yet ready to effect export. We generally insist that 
in barter deals exports should precede imports so that no foreign 
exchange is involved at any stage in the deal. We have as a matter 
of fact rejected such requests from one or two parties. The above 
firm is however prepared to furnish a performance bond for a value 
amounting to 15 per cent of the cost of scrap, guaranteeing due ex-
port on the requisite quantity of scrap within six months. Normany 
a bond for 3 per cent of the value of scrap is demanded by us on 
barter deals. 

It is therefore for consideration of Ministry whether we may 
concede to the request of the firm. 

Shri G. Ramanathan, lAS, 
Dy. Secretary to the Govt. of India, 
Ministry of Steel, Mines &: Fuel, 
Department of Iron & Steel, 
New Delhi. 

Yours Sincerely, 
Sdl- C. V. RAMACHANDRAN 

ANNEXURE IV 

D.O. No. SC (B) -15 (70) 159 
New Delhi, 28-5-59. 

My dear Ramachandran, 

Please refer to your letter No. CPl151VDS dated the 13th May, 
1959 regarding barter proposal from V. D. Swami &: Co. for the im-
port of 2248 tons of B.P. sheets in exchange for 9338 tons of ferrous 
scrap. We agree that import may precede export provided the party 
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is prepared to furnish a bank guarantee for 20 per cem of the value 
.of the deal. YOLl may fix a reasonable time limit for the export of 
scrap. 

Other cases where bank guarantee is produced, may be treated 
in the same mcmner. 

'SHRI C. V. Ramachandran, IA&AS 
Price & Accounts Officer, 
Iron & Steel Controller, 
33, Netaji Subhas Road, 
.Calcutta-I.. 

ANNEXURE V 

Yours sincerely, 
Sdl- G. RAMANATHAN 

IRON & STEEL CONTROL, CALCUTTA 

D.O. No. PIEI5 September 14117th, 1959. 

Dear Shri Ramanathan, 

I enclose a copy of a letter No. BRIISCI2 dated 10th September 
1959 from Mis. Ram Krishan Kulwant Rai, Calcutta, regarding t~ 
barter of pig iron for steel which has been sanctioned to them. The 
firm has requested that they may be allowed to import steel before 
export of pig iron. The reason given is that the prices of steel are 
'going up fonowing the American Steel Strike and they are finding 
it difficult to persuade their suppliers to keep the previous offers 
open for a long period. There is some force in this argument. It 
is also true that the actual export of pig iron is dependent on sup-
plies from Bhilai. We have so far banned indents for 60,000 tonnes 
of basic grade pig iron on Bhilai and they are unable to produce at 
the rate of 1000 tonnes a day. Fortunately, however, Rourkela Steel 
Plant also has now switched over to basic grade pig iron and I am 
transferring 20,000 tons to them. Even then it will take at least hvo 
to three months for the Steel Works to supply the pig iron. They 
would, therefore, be able to export this pig iron only within a pp.rod 
of four to five months. If we insist on Import of steel being deferred 
till the export of pig iron is completed, the firm may have real diffi-
culty in getting steel at the prices at which the propesal was sanc-
tioned. 

You may kindly therefore consider whether we should not allow 
"the firm to import steel in advance of export of pig iron after giving 
a bank guarantee for 20 per cent of the F.O.B. value of the pig iron 
to be exported. As you are aware, this procedure has already been 
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approved by you in case of barter of steel for scrap. I have als() 
separately sent a proposal for allowing import of steel before export 
of pig iron by Metal Import Private Ltd. who has also been sanction-
ed a barter deal for export of 20,000 tons of pig iron for steel plates. 

I shall be grateful for your immediate decision in the matter. 

Yours sincerely, 
Sdl- S. C. MUKHERJEE 

Shri G. Ramanathan, lAS, 
Dy. Secretary to the Govt. of India, 
Ministry of Steel, Mines & Fuel, 
New Delhi. ' 

From 

To 

Sir, 

ANNEXURE VI 

No. SC(C)-5(5) 160 
GOVERNMENT OF INDIA 

MINISTRY OF STEEL, MINES & FUEL 
(DEPARTMENT OF IRON AND STEEL) 

New Delhi, 2nd February, 1960r 

Shri C. A. Nair, 
Officer on Special Duty. 

The Iron & Steel Controller, 
33, Netaji Subhas Road, 
Calcutta-I. 

SUB: Procedure for barter deals 

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 category. Hence the procedure 
to be followed for barter deals in exports involving the export of 
scrap, pig iron, or steel ingots or slabs has been considered in con-
sultation with the Ministry of Finance and it has been decided to 
revise the existing procedure. 
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2. In cases where delay in exports is anticipated for reasons satis-
factory 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 issued. 

(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 per cent of the value of the import licence-
applied for. 

It should be made clear to the exporter that the guarantee will' 
be forfeitable in case of failure to earn the foreign. exchange by ex-
port, whatever be the reason therefor. It should also be made clear 
to the exporter that in case of fanure to export, Iron and Steel Con-
troller will have no further dealings 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 con-
tract for E!Xpnrt exists. 

Yours-faithfully, 
Sdl- C. A. NAIR, 

Officer on Special Duty. 
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S. C. Mukherjee, 
Dy. Iron & Steel Controller 

My dear Caprihan, 

D.O. No . .I3&E1371PAq6613903 
IRON & STEEL CONTROL 

33 Netaji Subhas Road, 
Calcutta-I. 

June 8, 1966. 

You will recall that when Secretary was preparing his comments 
on the Fiftieth Report of the Public Accounts Committee with refer-
ence to paragraph 4.35 & 4.36 of the Report, he located certain cor-
respondence exchanged between our office and the Deptt. of Iron & 
Steel in March, 1960 about the exact meaning of the words "firm 
Contract for export". On return from Delhi I have examined our 
HIes and find that the relevant correspondence is on our file but these 
were unfortunately lost sight of when we prepared the materials 
submitted by us to the Public Accounts Committee. The Ministry's 
letter dated 17th MarCh, 1960 was seen by the Controller and the 
Price & Accounts Officer; but there is no further noting on the file 
as to what action was taken on It. Presumably the matter was dis-
cussed between Controller, P&AO and myself; but unfortunately 
there is no noting about it on the file. However, I have prepared 
a note on this subject in consultation with Shri Ram who was the 
then Controller and a copy of it is enclosed for your information and 
necessary action, if any. 

Shri P. P. Caprihan, 
Dy. Secretary to the Govt. of India, 
Ministry of Iron & Steel, 
Udyog Bhavan, 
New Delhi. ,., ,. , 

Yours sincerely, 
Sdl- S. C. MUKHERJEE 

IRON & STEEL CONTROL 

In paragraph 4.35 and 4.36 of the 50th Report, the Public Accounts 
Committee have referred to the meaning of the words "firm export 
contract" occurring in Ministry's letter dated 2nd February, 1960, In 
which the Iron & Steel Controller was authorised to permit import 
before export after taking 15 per cent Bank Guarantee. It was 
deposed before the Committee by a representative of the Ministry 
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of Finance that by the words "firm contract for e:xport" they had 
meant a firm contract with a foreign buyer and therefore the Sub-
Committee of the P.A.C. came to the conclusion that the Department 
of Iron & Steel did not communicate the Finance Ministry's inten-
tions in unambiguous terms. 

2. The relevant files have been again looked into. It has now 
been found that this matter was specifically referred to the Depart-
ment of Iron & Steel for clarification by the Iron & Steel Controller 
in d.o. No. C[3159 dated 10th March, 1960 which read as follows: 

"The other day I spoke to you about Ministry's letter No. 
SC(C)~5(5) 160 of 2nd FebrliarY, 1960 laying down the 
procedure for bilrter deals. In paragraph 2 (b) of this 
letter it is mentioned that import licence against barter 
deals should be tisued before export is made only in cases 
'where 8 firm 'e'ORtract for export' exists. We are not quite 
cleeras to what finn contract for export the Ministry has 
in view ii1 tbiscontext in other words whether the Minis-
try '4eBitea that the export~ IIhould have a finn contract 
with the supplter -of the eXportable material in India; e.g. 
Hlndustah Steel Ltd., KBlin~a Industries Ltd., etc., or 
whether a tftrm 'eohtract for expt1rt should exist with the 
foreign buyer of the es}:Itn1abie materials and only a 
lJettmdf ctedit would b~ lacking. You promised to look 
into the relevant file and tel gtve me a ring. As I have not 
received any communication from you so far and as a 
number of parties are pressing us for issue of import 
licences prior to export by submitting 15 per cent Bank 
Guarant~, I would request you to send me a telegram as 
soon as you get thi'l letter." 

In reply to the above letter the Department of Iron & Steel stated 
(on 17-3-60) as follows: 

"Please refer to your letter No. CJ3159, dated the 10th March, 
1960. I have consulted the Economic Affairs 'Department. 
Government's intention is that at the time you allow im-
port on a bank guarantee, you should have satisfactory 
evidence that the exporter to India has a definite commit-
ment from a foreign party to purchase the tonnage pro-
posed to be exported. We would leave the form of evi-
dence to you." 

3. It will be seen from th~ above correspondence that thE! Minis-
try of Finance did not, in March, 1960, consider that a :firm ccmtrae,Jt 
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lOT export should exist with a foreign buyer before pre-import was 
allowed. They only desired that the exporter in India should bave 
a definite commitment from a foreign party to purchase the tonnage 
proposed to be exported. The form of the evidence was left to the 
Iron" Steel Controller to decide. It follows therefore that the words 
"firm contract for export" actually referred to a contract with the 
Indian supplier of the exportable materials and not a contract with 
the foreign buyer. In so far as foreign buyer was concerned, the 
Iron & Steel Controller was only to have satisfactory evidence that 
the exporter in India has a definite commitment from a foreign party 
to purchase the tonnage proposed to be exported. 

4. Obviously, the Iron & Steel Controller considered that a con-
tract by the exporter with Hindustan Steel Ltd. which stipulated 
F.O.B. Indian Port or F.O.R. Indo-Pakistan Border delivery may be 
treated as sufficient evidence about definite commitment from a 
foreign buyer and therefore no further evidence was considered 
necessary. 

5. It may be added that there has been no failure on the part of 
the barterers to export materials in cases where Hindustan Steel was 
able to supply the materials within the contracted period and in 
accordance with the contracted specification. This no doubt shows 
that the exporters had commitments from foreign buyers to pur-
chase the materials which were contracted for by the exporters with 
Hindustan Steel Ltd. 

6. It may also be added that short of a formal contract with the 
foreign buyer, Iron & Steel Controller could have only asked for a 
formal letter of offer from foreign buyer. It is a matter of common 
knowledge that such letters can be furnished by any Indian firm 
in steel trade because they normally work as agents of many foreign 
firms. Verification of such offers was almost impossible. Indirect 
evidence by stipulation of F.O.B. deliver in H.S.L. contracts was cer· 
tainly better. 

7. In retrospect, it would appear that insistence on a firm contract 
with a foreign buyer would have created difficulty due to ultimate 
failure of H.S.L. to adhere to the terms of delivery of some of the 
contract with the exporters. In some cases, in fact, Hindustan Steel 
is understood to have failed to deliver the materials according to the 
quality contracted for. (This matter is now a subject of arbitration 
and court proceedings and correct facts will be known only after 
the decision of the Court or the Arbitrators is known.). If firm con-
tracts were entered into by the exporters with foreign buyers arid 
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if, as it has happened, the Indian suppliers failed to deliver 
materials' according to the terms of the contract, we would 1'1 
been faced with additional foreign exchange expenditure for I 
D;1ent of compensation; that would have meant that not only we we. 
have failed to earn the required foreign exchange but we would 
required to spend additional foreign exchange to compensate 
foreign buyers. 

QMGlPND-LSI-3104(E)LS--30-1-71-300. 
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