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lNTRODUCTION 

I. the Chairman, Estimates Committee having been authorilled by the 
Committee to submit the Report on their behalf, present this Eighty. 
Sixth Report on the Ministry of Petroleum and Chemicals-Purchase of 
Oil barrels by the Indian Oil Corporation Limited during 1966-67 
against Tender No. OPITEN-7165; which was referred to the Committee 
by the Speaker, Lok Sabha, under Rule 310 of the Rules of Procedure 
Be Conduct of Business in Lok Sabha. 

2. The Sub-Committee on "Wool, Nylon etc., Drums and Barrels" 
of Estimates Committee (1968-69) took the evidence of the represen-
tatives of the Ministrv of Petroleum and Chemicals and the Indian Oil 
Corporation on two sittings on the 6th January, 1969. The Committee 
wish to express their thanks to the Secretary of the Ministry of Petroleum 
and Chemicals and the Chairman of the Indian Oil Corporation and other 
officers of the Ministry and the Corporation for placing before them the 
material and information they wanted in connection with the exa. 
mination of this subject and for giving evidence before the Sub· 
Committee. 

S. The Report was considered and adopted by the Sub-Committee 
at their sitting held on the 31st March, 1969 and finally approved by 
the whole Committee at their sitting held on the 5th April, 1969. 

NEW DEUlI; 

April 16, 1969 

Chaitra 26, 1891 (SaAtJ). 

P. VENKA T ASUBBAIAH, 
ChairmtJn, 

Esti~tes Comm;tte.~ 



CHAPTER I 

INTRODUCTORY 

A. Questions in 1.ok Sabha 

1.1. During Second session of the Fourth Lok Sabha, on the 22nd 
June, 1967, Shri Ram Dllan, M.P., and Shri N.K.P. Salve. M.P. tabled 
·a question-Unstarrcd Question No. S309 regarding purchase of oil 
barrels by the Indian Oil Corporation against Public Tender No. OPI 
TEN-7165. which was opened on the 10th January, 1966. Inter alia 
.the questioners desired to know:-

(i) whether it was a f;Jct that orders for the supply of barrels 
against Tender No. OPITEN·7165 were placed by the Indian 
Oil Corporation on Mis. Hind Galvanising and Engineering 
Co. (P) Ltd., and Mis. Standard Drum and Barrel Manufac-
turing Co., although the quotations of Mis. Bharat Barrel and 
Drum Manufacturing Co. (P) Ltd., were lower and thus SUI-

tained a _ 10s8, and 

(ii) whether the above two fums supplied to the Indian Oil Cor-
poration against the above Tender baTt'eL~ fabricated out of 
hot rolled sheets, but billed them as for barrels fabricated 
Ol1t of cold rolled sheets and thereby put the Corporation to 
a further loss. 

1.2. In a written reply laid on the Table of 1.o1t Sabha. the Minister 
'Of State in the Ministry of Petroleum and Chemicals (Shri K. Raghura-
maiah) stated that the Indian Oil Corporation (I.O.C.) had invited 
through Tender No. OPITEN7i65 offers for their requirements for oil 
barrels for the year 1966·67 and had placed orders on Mis. Hind Gal-
vanising and Engineering Co. (IJ.G.E.C.) for their Calcutta require-
ments for which they had tenderc;d the lowest quotation and on M , •. 
Standard Drum and Barrel Manufacturing Co. (S.D.B.M.) for part of 
'the Bombay requirements for which they had submitted the next low-
eat tender. the quotation of Mis. Bharat Barrel and Drum Manufacturing 
·Co., (B.B.D.M.) being the 10WClL He pointed out that after a careful 
'consideration of all aspects of the bids, the Corporation had decided 
to place order for the Bombay requirements on MiS. St;nulard Drum 
·and Barrel Manufacturing Co., and two other suppliers and added that 
'the extra expenditure incurred as a result of this decision was Ita. 1.71 
Jatba.. ~~ ~~.,.~ 
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I.S. During subsequent sessions, namely the Third, Fourth &: hIth 
Sessions, a series of questions· were asked in Lok Sabha by Shri Samar 
Guha, M.P. and some other members. None of these questions reached 
for oral answer on the fioor of the House and hence all the replies 
were laid on the Table of Lok Sabha. However, on the 28th August, 
1968, S.Q. No. 664 by Shri Samar Guha, M.P. and S.Q. No. fi75 by Shri 
S. M. Banerjee, M. P., were taken up together awl orally answered on 
the floor of Lok Sabha. As will be observed from the relevant proceed· 
ings of Lok Sabha (Appendix I) these two questions e\'oked a large 
number of supplementaries and a number of members participated in 
the discussion that ensued. A demand was made in the House that this 
matter might be referred to either the Public Undertakings or Estimates 
Committee for a probe. As the estimates Committee were already en· 
gaged in the examination of a related subject, namely, 'Licensing of 
additional capacity for the production of oil barrels and drums', the 
Speaker referred this subject also the same Committee under Rule ~n(). 

of the Rules of Procedure and Conduct of Business in Lok Sabha. 
The decision of the Speaker was published for the information of the 
members vide para 369 of Bulletin Part II, dated 15th October" 1968. 
The Chairman, Estimates Committee, in turn, referred the matter for 
detailed examination to the "Sub-Committee of Estimates Committee 
already appointed to go into two other subjects, namely, "Import of 
wool" and "Licensing of additional capacity for the production of oil 
barrels and drums." 

B,\ Points of iuue 

1.4. The following points at issue would seem to emerge from the 
replies given by Government to the various questions mentioned above 
and the discussions that took place in Lok Sabha on the 26th August. 
1968:-

(i) whether the procedure followed by the I.O.C. in the floating 

-Third Session 

Fourth Session . 

Fifth Session 

U.S.Q. No. 913 dated 16-11-67 by Sarvshri 
Sitaram Kesri, Samar Guha & GeorJC 
Fernandes. S.Q. No. 2.27 dated 23-n-61 by 
Sarvshri Samar Guha & George Fernandes 
U.S.Q. No. 5264 & 5265 dated 2.1-12-67 by 
Shri Samar Guha. 

U.S.Q. No. 1046 to 1049 dt. 19-2-68 by 
Shri Samar Guha. 

. U.S.Q. Nos. 71 to 74, date"- 22-2-68 and 
U.S.Q. No. 1371 dated 29-7-68 by Shri 
Samar Guha. 

"'U1C composition ot the Sub-Committee is given at page.:. ' ••• 



of public Tender No. OPITEN·7165 was defective and, if 10, 
in what respect: 

(ii) whether the lowest tender of B.B.D.M. was rejected in 
favour of H.G.E.C. for supply of barrels at Calcutta and in 
favour of S.D.B.M. for supply of barrels at Bombay and 
if so, the justification thereof; 

(iii) whether S.D.n.M. and H.G.E.C, supplied barrels fabricated 
out of cold· rolled sheets but billed the I.O.C. for barrels fabri· 
cated out of cold-rolled sheets. If so, the quantity of barrels 
involved and the resultant loss to the Corporation; 

(iv) whether the appointment of the General Manager, 
Marketing Division IOC as the Arbitrator for settlement of 
the dispute was valid; 

(v) whether the Indian Oil Corporation was justified in paying 
higher price for the barrels to MIs. Suppliers' Corporation, 
Calcutta to meet their urgent requirements and in not asking 
H.G.E.C. to pay the difference and make good the 10Sli; 

(vi) was any special quota of ] 8 Gauge Steel sheets allotted to 
H.G.E.C. for supply of barrels to I.O.C, against the tender 
in question and, if so, how it was utilized by the fabricator? 

C. Procedure followed by the Sub-Committee 

1.5. The Sub·Committee of the Estimates Committee called (or 
necessary information on the above issues from the Ministry of Pet-
roleum and Chemicals on the 26th October, 1968. The required 
information was furnished by the Ministry in instalments. The Sub-
Committee recorded the evidence of representatives ()f the Ministry of 
Petroleum and Chemicals and the Indian Oil Corporation at two sittings 
held on the 6th January, 1969. The findings of the Estimates Committee 
on the various issues and their conclusions are embodied in the subse-
quent chapters. 



CHAPTER. n 
FLOATING OF TENDER AND SELECTION OF PARTIES 

A. Procedure of purchase of oil barrels in the Indian Oil Corporation. 

2.1. In a written note submitted to the Committee, the Ministry of 
Petroleum and Chemicals have stated that the normal procedure followed 
for the purchase of oil barrels by the Indian Oil Corporation is aI 

under:-

(a)! Notices for public tender are floated on the basis of yeady 
requirements, assessed on the basis of the sales forecast for the 
coming years. These tender notices are advertised in all 
leading newspapers of the placelplaces where the barrels are 
required. 

(b) The date of the opening of tenders is specified in the afore-
said press advertisement. On the fixed date and time, as. 
advertised, the tenders are opened in the presence of the 
tendering parties present at the time of opening. At the time 
of the opening of tenders, officers from the Operations 
Departmnt. Accounts Department, and one other Department 
are present; and one Officer from each Department signs on 
the quotations received and opened. 

(c) After the opening of the tenders, a comparative statement 
is preparerl and reviewed by the Operations Department. In 
case it is found that there is scope for negotiations with the 
party!parties in order to get the best pos!iib1e rate~, the tenders 
are discllssed by the Tender Committee consisting of the 
Operations Manager, Engineering Manager and Financial 
Controller or their authorised representatives. Then a note 
is prepared by the Operations Department and submitted to 
the management. Thereafter, the parties 'are called for nego-
tiations by the Tender Committee. After the negotiations, 
the Tender Committee submits its recommendations to the 
management for approval. In cases where negouattons are 
not considered necessary and the Tender Committee is satis-
fied with the rates, then a note is submitted to the manage-
ment witn appropriate recommendations for the requisite 
approval. 

4 



, 
Cd) After obtaining the appropriate approval. Purchase Orden 

are placed on the partylparties. In the Purchase Order the· 
terms and conditions already given to the tenderen at the 
time of their purchasing the tender form are normally 
repeated. Sometimes additional conditions are incorporated 
in the purchase order depending on the circumstances. Such 
new conditions are, however. explained to the tenderen at 
the time of negotiations and their acceptance is obtained. 

2.2. During evidence the Committee desired to know as to how it was-
found that there was scope for negotiations with the partylparties in 
order to get the best possible rates. In reply the Managing Director of 
the Indian Oil Corporation stated as foIlows:-

"I shall quote some reasons to show how and why the need for 
negotiations arises. Firstly, according to the tender pro-
cedure, the question of placing orders with, the lowest 
tenderer is inescapable. It sometimes happens that the 
management feels that it may not be commercially advisable 
t.o place our entire business with a single tenderer where he 
says he would give a favourable rate if he gets the entire 
business. In such a case. we feel that there is need for nego-
tiation. We would like to diversify the placement of our 
business and therefore, we might like to bring some of the· 
other tenderers also to quote equal rates. 

Secondly. there may be an apprehension that tWO or three parties 
have come together and rigged the prices. This has actually 
happened in my experience in IOC. In that case, the 
management· may decide to renegotiate. 

Thirdly, there are occasions when a party offers certain conditions 
in support of their price. They may say, 'I would not charge 
you delivery charge or I will absorb the sales-tax etc. If one 
party makes such a condition, we use that to improve the 
rates of other parties also, so that the Corporation gets the 
most favourable terms and conditions. These are some 
examples where renegotiations may become necessary." 

In reply to a question whether the system of negotiations was a 
recognised procedure and follpwed by other Public Undertakings, the 
witness said:-

"To the best of our knowledge, this is the recognised procedure. 
The DGS8cD had re-negotiations. for instance, after the tenders 
have been opened. Last time the Shipping Corporation did' 
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it when they invited tenders for supplying fuel. ... It is very 
difficult to eradicate the procedure of negotiations. I do nol 
think. we can dispense with it altogether. It depends on the 
factIOn involved from time to time." 

2.~. The Committee understand that the above procedure is adopted 
for normal purchases. It takes two to three months to finalise tenden, 
as sending of the advertisement to the Press, allowing reasonable time 
to the tenderers for quoting their rates, holding negotiations and finally 
placing orders after obtaining the necessary approvals is a time-consum· 
ing process. In the case of emergency purchases, this procedure is not 
practical so that either limited tenders are invited or purchases are 
made on a single tender basis.. In the case of limited tenden, the tender 
forms are sent to selected well-known parties. Asked about the basil 
for the selection of well-known parties, it has been explained that these 
are:-

(i) parties whose performance in past dealings with the lArpora. 
tion has been satisfactory; 

(ii) other parties in the market with good reputation; 

(iii) in the absence of (i) and (ii> any party with available 
material to offer. 

2.4. The selection is stated to be made and approved by the Head of 
the concerned Department with the Finance Department's concurrence. 
1n the case of Branches, approval is given by Branch Managers with the 
Finance concurrence. 

2.5. Single tender purchases are stated to be made on rare occasiona, 
~uch as (i) when the value is nominal, (ii) if proprietary items are to be 
purchased like Audco Valves which are Standardized Iteml and are manu-
factured by one party only viz. Mis. Larsen 8c Toubro. (iii) when 
purchase is to be made in emergent situations. 

2.6. During evidenC'e the repre~entative of the Indian Oil Corpora· 
Lion stated that-

"the Corporation invites public tenders for any purchases.. the 
value of which exceeds R~. 25.000 except for proprietary 
items which may be manufactured by a single supplier or for 
purchases of an emergent nature for which there may not 
be sufficient time to invite public tenders. because finalisation 
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of public tenders npnnally takes anything from one to three 
months. But by doing so, the Corporation has been able to 
obtain the best possible rates from the market." 

2.7. Asked whether the procedure of purchase of stores adopted by 
the I.O.C. is similar to that adopted by other public sector undertakings 
and oil Companies in the private sector, the Managing Director stated 
that similar procedures were followed by other Public Sector Under-
takings also. In regard to the procedure followed by oil Companies in 
the private sector he add that-

"there are two basic points of difference. The private oil com-
panies do not have any public tender system; and secondly, 
they regard barrels as an item of merchandise, the price ot 
which is recoverable in the cost of the lubricating oil. The 
usual procedure with them is for the Purchasing and 
Materials Manager to telephone the suppliers to quote or to 
gIve a proforma to be filled up. The suppliers fill up the 
proforma or give their quotation in writing. The Materials 
Manager gets administrative approval at the level of the 
Operations Manager or thereabou't. It does not have to go 
to the Board or even at the level of the General Manager. 
The private oil companies procedure is more simple and 
straightforward vis-a-vis the public tender system which is 
time-consuming. The detailed procedure which has helped 
the Corporation to get good rates in the market, is not 
followed in private oil companies, which do not bother much 
if a barrel is Rs. 5 this way or that." 

D. Financial Powers Regarding Purchases 

2.8. It has been stated that the Board of Directors has practically full 
powers on all matters concerning purchases for the Corporation. A 
copy of the powers ~rtaming to purchases, delegated to the Managing 
Director by the Board of Directors, is at Appendix II. All cases which 
are within the Managing Director's powers, as per delegation, are put up 
to him and decisions taken in consultation with the Finance. The 
Managing Director has the power tp give approval except that if the 
value of the tender exceeds Rs. 5 lakhs, a report is made to the Board 
of DIrectors. If a tender other than the lowest is proposed to be 
accepted, the approval of the Board of Directors is obtained if the value 
of the ordor is over Rs. 10 lakhs; if the value is less than Rs. 10 lakhs. 
the Managing Director has the power to give approval and a report is 
made to the Board of DIrectors. 
163 (aii) LS-2. 



8 

2.9. In the case of limited tenders, purchases are approved by the 
Managing Director up to Rs. 5 lakhs with a report to the Board of 
Directors and if the amount is more than this, the proposal is referred 
to the Board of Directors for approval. 

2.10. In the case of single tender purchases, the Managing DirectoI 
bas power up to Rs. 1 lakh provided the reasons for calling such tender 
is recorded in writing and reference is made to the Board of Directors 
at a later date. 

2.11. During evidence, the Chairman o£ the I.O.C. informed the 
Committee that their rules regarding delegation of powers provided for 
checks and coumer checks and that guidelines had been laid down by 
the Board of· Directors for acceptance of tenders by the Managing 
Direc.tor. Asked to furnish a copy of the guidelines, the Ministry have 
lubmitted a note to the following effect-

"The Indian Oil Corporation has a set purchase procedure. This 
procedure, which is more or less similar to that followed by 
other large Public Sector Undertakings, provided for the 
invitation of public tenders, examination of such tenders by 
a Tender Sub-Committee etc. 

The Board has, from time to time, been providing guidelines 
while considering different purchase proposals. These guide-
lines are in the form of observations by the Board. The more 
important ones are summarised below:-

(i) It is in the interest of I.O.C., not to depend on one sup-
plier for the supply of sophisticated items and as far as 
possible, orders should be split among different supphers, 
on competitive baSIS. 

(ii) The detailed reasons for which iI party or parties ate 
considered unsuitable for placing orders l>hould be sub-
mitted before a final decision is taken. The names and 
quotations of other unacceptable party or parties whose 
quotations are higher should always be annexed to such 
proposals; 

(iii) Open market deals should be avoided as far as possible. as 
such deals are normally not above board; 

(iv) Wherever the requirement of a particular item is large, 
I.O.C. must develop other parties and create more compe-
tition in the Corporation's interest and also, if possible, 
spread the orders over a large number of years; 
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(v) Before inviting tenders, negotiations may also be had with 

the Public Sector Undertakings so as to find out if any of 
them has the required equipmentlmaterials and can be 
supplied to I.O.C. on mutually agreed terms." 

2.12. The Committee are given to understand that the public tender 
.ystem followed by the I.O.C. for purchase of stores is generally similar 
to the procedure obtaining in other public undertakings. They furtber 
note that a Tender Committee consisting of Operations Manager. Engi-
neering Manager and tbe Financial Controller is constituted for scrutinJ. 
ing the tenders, undertaking negotiations with the tenderers and making 
recommendations to the appropriate authority for approval. The Com-
mittee consider that the system of negotiations after calling for tenders 
should be discouraged as far as possible unless it becomes absolutely 
necessary in the Commercial interests of I.O.C. 

C. Floating of Tender No. OP/Ten-7/65. 

2.18. Tender No. OP/Ten-7/65 (Appendix III) for the supply of 18 
Gauge Steel Sheets oil barrels at Bombay and Calcutta during 1966-67 was 
floated by the Indian Oil Corporation in December, 1965. The tender 
appeared in the Bombay Press on the 21st, 22nd and 24th December, 196~ 
and in the Calcutta Press on the 21st and 22nd December, 1965. The 
tender was opened on the 10th January. 1966 and finalised on the 14th 
M~l~ ~ 

2.14. The following parties submitted their quotations in response to 
the tender enquiry:-

For supplies at Bombay 

(i) Mis. Bharat Barrel Be Drum Mfg. Co. 
(ii) Mis. Standard Drum Be Barrel Mfg. Co. 
(iii) Mis. Steel Containers. 
(iv) Mis. Petroleum Barrels. 
(v) Mis. Hind Galvanising Be Engineering Co. 

For supplies at Calcutta 

'(i) Mis. Bharat Barrel Be Drum Mfg. Co. 
(ii) Mis. Hind Galvanising and Engineering Co, 

{iii) Mis. Industrial Containers, 
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2.15. The Committee are given to understand that after receipt of 
quotations from the various parties, negotiations were started with them 
by the Corporation to obtain the best possible rates. After making all' 
analysis of the first round of negotiations it was decided by the Corpora-
tion that the quotations lihould be re-negoliated with the parties concern-
ed. Accordingly, re-negotiations were conducted with the following five 
parties namely:-

(i) MIs. Bharat Barrel and Drum Mfg. Co. Ltd., Bombay. 
(ii) MIs. Standard Drum and Barrel Mfg. Co., Bombay. 
(iii) MIs. Hind Galvanising and Engineering Co .• Calcutta. 
(iv} Mis. Ind~strial Containers Limited, Calcutta. 
(v) MIs. Steel Containers Limited, Bombay. 

2.16. For the purpose of these re-negotiations the five parties were 
called together on 20th April, 1966 by a Committee consisting of the 
General Sales Manager. Financial Controller and O~rations Manager. 
A detailed proforma was given to the parties for being filled up with 
their best final quotations by !JOth April, 1966 when it was indicated to 
the fabricators that individual negotiations would be held. Among other 
things, the fabricators were also asked to make offers in the form of under-
taking to absorb the price of differential on imported steel (Rs~ 
5,IO,541.!J5) which the Corporation had imported from Czechoslovakia. 
The five parties brouhgt their quotations on Mth April 196o, when the 
said Committee, after coopting the Engineering Manager took up detail-
ed renegotiations to obtain the best quotations from the parties. These 
quotations were examined by the Tender Committee. Different alter-
natives were work.ed out by the Tender Committee with their financial 
implications vide statement at Appendix IV. 

2.17. After examining all aspects of the quotations, the Tender Com-
mittee submitted a detailed note on 7th May 1966 to the Board of Direc-
tors with the following recommendations:-

"Recommended that orders may be placed as shown in Alterna-
tive E. i.e. 

At Bombay 

At Calcutta 

{
Standard Drums 2,50,000 barrels @ 
Rs. 41' 33 per barrel plus Sales Tax as-
applicable. 

Bharat Barrels J ,00,000 baTrels @ Rs. 42' 29-
per barrel inclusive of Sales Tax. 

{
Hind Galvanizing and Engineering Co .. 

Pvt. Ltd., 2,50,000 barrels @ Rs. 37-31 
per barrel plus Sales Tax as applicable. 
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This requires the approval of the Board of Directors." 

2.18. It has been stated that in making these recommendations the 
Tender Committee took the following factors into consideration:-

(i) That Bharat Barrels had offered the most attractive terms. 
But in order to get the benefit of this party's attractive offer 
(which included the offer to absorb the price differential on 
imported steel), the Corpqration would have to give to the 
party monolx)ly rights of supply upto 31st March 1967. But 
this was not recommended by the Tender Committee on ad-
ministrative grounds because:-

"Such a course is likely to serve as a disincentive to other fabn-
cators against quoting competitive prices at a time of future 
tenders in asmuch as (a) they would have accumulated 
overheads; (b) their allocation of steel quota may have 
gone down as a result of reduced supply orders on them. All 
this may help Bharat Barrels at a fULUre dale to quote 
uncompetitive rates." 

Moreover, the Tender (' .• onllnittee did not consider it safe to entrust 
t{he responsibility of meeting the entire requirements of the Corporation 
.on a single supplier. They felt that by splitting the order amongst two 
-or three fabricators, the Corporation could keep their competing interest 
;alive for future advantage. 

(ii) The question of Bharat Barrels having been blacklisted, 
was also there which had been referred to the Ministry of 
Steel and Mines, whose reply was awaited. 

:(iii) Ruling out the grant of monopoly purchase right to Bharat 
Barrels, the quotation of Standard Drums for supplies at 
Bombay was considered the next best. 

(iv) The offer of Hind Galvanising and Engineering Co., was 
found to be the best quotation for supplies of oil barrels at 
Ca1cutta. 

2.19. The Tender Committee had indicated that the additional cost 
in adopting alternative 'E' rather than alternative A (1) (Vid~ Appen-
dix (IV) recommended by them would amount to about Rs. 1.77 lakhs. 
The extra mst involved was @ of 72 paise per barrel in Bombay (based 
-on 3.5 lakh barrels at Bombay) while the cost in Calcutta was lower by 
:l'6 paise per barrel. 



2.20. After considering their recommendations of the Tender Com-
mittee, the Board of Directors decided at their 15th Meeting held OIt 
14th April 1966 that:-

"for the present orders should be placed on MIs Standard DruIll& 
at Bombay and HGEC at Calcutta for 2,50,000 barrels each 
on the terms renegotiated by the Tender Committee. No 
order for the present be placed with MIs. Bharat Barrels as 
their name has not yet been removed from the blacklist. If 
the Ministry of Iron and Steel gives a clearance in respect of 

. Bharat Barrels, the balance order for one lakh barrels at Bom-
bay should be placed on them. In the absence of this clear· 
.. nee this order should be placed on some one whose tender 
is the lowest." 

2.21. As MIs. Bharat Barrel and Drum Mfg., Company was found 
to be a blacklisted party at that time (vide Ministry of Iron and Stee} 
Letter No. SC (II) -18 (71) 16'!J, dattd 27th May 1966) an order was instead 
placed on MIs. Steel Containers for 40,000 barrels because they offered 
to supply only this much quantity. MIS. Steel Containers accepted for 
this quantity, the same price which would have been payable to MIs. 
Bharat Barrel and Drum Mfg., Co., if an order for one lakh barrels had 
been placed on the latter. 

2.22. During evidence the Committee enquired as to why it was de-
cided to go in for 3,50,000 barrels in Bombay instead of 2,50,000 and 
why, when the actual consumption of both the places was about 3 lakh 
barrels, over-provisioning had been resorted to. The representative of 
the IOC explained that:-

"We were concerned with efficiency and profitability: We wanted 
to effect the maximum possible savings for the Corporation. 
That is why we tried to take advantage of a lower rate which 
was linked to a larger order, not necessarily for a particular 
period. ' ... Even though we placed an order for a larger quan-
tity, we got just 60 per cent of what we indented." 

2.23. The Committee note that the Indian Oil Corporation observed 
the prescribed procedure in regard to selection of parties for making sup-
plies of Oil barrels in respect of Tender No. OP/TEN.7/65. In the 
opinion of the Committee, the decision of the Board of Directors to split 
the order and place the same on MIs. Standard Drum and Barrel Manu-
facturing Company and other parties at Bombay and MIs. Hind Galvani. 
ing and Engineering Co. Itt Calcutta. (wh08e tender was the lowest there} 
appear tD be justified. They note that the tender of MIs. Bharat Barrel 
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and Drum Manufacturing Co. which was the lowest at Bombay. was given 
due consideration. No order could. however. be placed on them at Bom-
bay as they were found to be a blacklisted party at that time. Apart from 
this, purchasing of oil barrels from Mis. Bharat Barrels both at Calrutta 
and at Bombay would have amounted to the grant of monopoly purchase 
rights to this company during that year which the Corporation considered 
administratively inadvisable and against their future commercial interestll. 

D. Blacklisting of MIs. Bharat Barrel and Drum Manufacturing 
Company. 

2.24. The Committee have been informed that MIs. Bharat Barrel 
and Drum Manufacturing Co., had been blacklisted by the Government 
of India in the Ministry of Steel, Mines and Heavy Engineering 10 

January, 1964. The reciprocal arrangements between the Government 
of India and the Public Sector Undertakings under which the blad-
listing of individuals and firms made by anyone of the two was to be 
adopted by both, was only intimated to the Corporation in February, 1966 
(Appendix V). It has been stated that this letter was riot received 
by the Corporation. Prior to the introduction of the reciprocal arrange-
ments, the Government of India merely intimated the list of black listed 
parties to the public undertakings without any obligation on the part 
of the latter to suspend dealings with such firms. After the introduction 
of the reciprocal arrangement in February, 1966 the Government and the 
Public Undertakings agreed not to deal with the parties black listed by 
each other. 

2.25. During negotiations with the parties who had offered their ten-
ders against Tender No. OP/TEN.7/65, when it was pointed out to Mis. 
Bharat Barrel and Drum Mfg., Co., that they had been blacklisted in 
January, 1964, the latter stated that since then they had been acquitted 
of the offence by the Bombay High Court and had been receiving their 
nee] quota from the Controller of Iron and Steel without interruption. 
On a reference having been made by the Corporation to the Ministry 
of Steel and Mines on the 4th May, 1966, the Ministry informed the 
Indian Oil Corporation-vide their letter No. SC (II) -18 (71) 16'A, dated 
27th May 1966 that:-

"MIs. Bharat Barrels and certain other persons were convicted in 
1963 u/s. 120B/I.P.C. and Section 7, read with section 10 of 
the Essential Commodities Act. The firm was blacklisted in 
1964, as a result of this conviction. MIs. Bharat Barrels (and 
certain other persons) have been acquitted by the Bombay 
High Court but the State of Maharashtra has preferred an 
appeal against this judgment to the Supreme Court and the 
appeal has been admitted. The case is pending with the 
Supereme Court. In view of this, it is not considered desirable 
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. at the present stage to rescind the blacklisting orders passed 
by the then Ministry of Steel, Mines and Heavy Engineering 
tn the Department of Iron and Steel. on the 25th January, 
1964, until the decision of the Supreme ('..ourt is known, as 
regards the statement of the firm about their gelting raw mate-
rials, it may be mentioned that supply of raw materials for 
the existence of the Industry cannot be denied even though a 
tim! is blacklisted. However, the fact that they are not get-
ting any contracts from Government has to be borne ill mind 
in allocating any quota, etc." 

2.2b. 1n a written note, the Committee have further been jnformed 
that:-,· 

"MIS. Bharat Barrel and Drum Manufacturing Co., (P) Ltd., were 
blacklisted by the Ministry of Iron and Steel on 25th January 
lY64 consequent on their conviction by Special Judge, Born-
b;ty under Section 120B IPC and Section 7 and ]0 of the 
Essential Commodities Act, 1955. On appeal, the Bombay 
High Court set aside the order of conviction and sentence 
passed by the court of the Special Judge and acquitted the 
firm. The State Government have filed an appeal with the 
Supreme Court against the order of acquittal and this appeal 
is still pending with the Supreme Court. The Order of 
blacklisting was not revoked on the setting asidf: of the con-
viction of this firm by the Bombay High Court. The firm 
filed a writ petition in the Punjab High Court praying inter 
alia for the quashing of the blacklisting order. As an interim 
relief, the Punjab High Court on 17th June 1966 quashed 
the operation of the blacklisting order in the first instance 
for a few weeks i.e .. upto ]9th .July ]906. Subsequently. on 
18th July 1966 the High Court, Punjab ordered suspension of 
the blacklisting order till further orders. The main writ has 
however not yet been disposed of by the Punjab High Court 
and is being contested by the Ministry of Steel, Mines and 
Metals (Deptt. of Iron and Steel). The case is, therefore. 
still .wb judice. The Ministry of Steel, Mines and Metals 
vide their Circular of ]8th July ]90fi brought it to the notice 
of the other Ministries that the Punjab High Court has direct-
ed the suspension of the operation of the blacklisting order 
until further orders. This fact was in turn brought to the 
notice of the public sector undertakings under the control 
Of the Ministry of Petroleum and Chemicals." 

2.27. The Committee note that although the Ministry of Petroleum 
and Chemicals, following the agreements with the various undertakings. 
had passed orders in February 1966 (Appendix V) that all the under-
takings should follow the standardised Code of Procedure for blacklisting, 
IOC continued to place orders on Mis. Bharat Barrel and Drum Manu-



15 
facturillg Co. till the 5th May, 1966. It has been stated that orders for 
42,000 barrels were placed on this firm in March-April. 1966, while the 
.orders for 6000 barrels were placed on 5th May, 19M>. The above sup-
!plies are stated to have been made by the firm promptly. The Com-
mittee have been informed that the letter dated 21st February 1966 was 
not received by the JOe. 

2.28. When this matter was discussed. the Secretary of the Minis-
try stated during evidence that:-

"On the 21st Fehruary, 1966 a letter No. G.4(102)/64 (Appen-
dix V) was issued by the Ministry of Petroleum and Che-
micals to all the Undertakings referring them to the Ministry'S 
earlier letter of 25th January 1965 and asking them to report 
to the Ministry all cases of firms blacklisted by the undertak-
lOgS for further processing as required under the Code of 
.Blacklisting order ...... In May, ]964 the Ministry of Petro-
leum and Chemicals had transmitted to the 10C a list of 
firms which had been blacklisted and which included the name 
of Bharat Barrels. This is purely a reciprocal arrangement 
and the Ministry of Petroleum and Chemicals had transmit-
ted in May, 1964 a statement of 110 or 40 pages of blacklisted 
firms for their information. There is evidence that this was 
received in the 10C office in May, 1964 itself. Thereafter 
the paper does not seem to have been brought on the record. 
It was marked from the Chairman's Office to the Co-ordina-
tion Manager's Office and from there onwards to another 
official. His acknowledgement of this letter i8 on record_ 
The letter seems to have disappeared from the 10C's records 
in M.ay-June. 1964. Therefore it is inferred that when in 
February, 1966 we communicated· to the 10C the establish-
ment of this reciprocal procedure, they could not connect it 
with the Bharat Barrels. because that letter itself was not 
traceable." 

The Secretary of the Ministry of Petroleum and Chemicals added 
.;that:-

"we have evidence to show that it was received and seen bv a 
number of officials and finally marked and acknowledged by 
an individual who is no longer in the service of the IOC." 

----iAt-"thefalTilaf --verification--stage the -r\finislry of Petroleuffi- -and 
Chemicals have informed that "The Indian Oil C..orporation received the 
'Ministry's letter No. G. 4 (71)!6·1, dated 21st May 1964, with which a 
list of black-listed firms was sent. Subsequently. this letter could nk>t be 
tra('ed in the Indian Oil Corporation'S office. There is, however, no 
record of the receipt by the 1.o,C. of the Ministry'S letter dated 21st 
February 1966 regarding reciprocal arrangements Cor following the 
Standardised Code of Procedure. 



2.29. Asked about the measures taken by the Corporation to enaUl'e' 
that important documents are not mislaid or lost in future. it was stated 
during evidence that:-

"at that time IDe had a system of sending papers by slip sy.temr 
Slips for some of the periods are not available. So it is difli-
,,"\lit to connect papers relating to that period. When IDe 
discovered that this system is not working satisfactorily. they 
had discontinued this system. Now movement is recorded in 
registers." 

2.30. The Committee are constrained to observe that I.O.C. continued 
to place orders for supplies of barrels on MIs. Bharat Barrel and Drum 
Mfg. Co. till 5th May. 1966 although this C.ompany stood blackUsted at 
that time and the Standardized Code of Procedure for blacklisting had 
been made applicable to the Public Undertaking in February. 1966. 

2.!1. The Committee regret to note that important communications. 
front Government containing confidential instructions relating to black-
listing of firma, received in the office of the Indian Oil Corporation. could 
not subsequently be traced. They are concerned to note that the letter 
of MaYt 1964 which was finally marked and acknowledged by 
an officer, who is no longer in the service of the Corporation was found 
lost. They are amazed that the letter of February, 1966 Communicating 
the reciprocal arrangement for following the Standardised Code of Proce-
dure was not received by the Indian Oil Corporation although the same 
was sent by the Ministry. The Committee are not sure whether other 
important and wnfidential documents might not have been lost in the 
Corporation in similar circumstances. The leaving of service of the Cor-
poration by the concerned officer in this case appears to be significant and 
should be taken serious note of. This clearly indicates that the sy.stem 
of recording and custody of documents In the I.O.C. is far from satisfac-
tory. The Committee need hardly stre!l8 the urgent need to review the 
procedure of rcording and custody of confidential and secret documents 
in the Corporation in order to ensure that 8uch important document. 
are not lost in iu ture. 

2.32. The Committee also note that at the time of finalisation of the 
tender in May, 1966, the Government order of blacklisting was in opera-
tion against MIs. Bharat Barrel and Drum Manufacturing C..ompany. It 
was only on 17th June. 1966 that the Punjab High Court, as an interim 
relief, quashed the operation of the blacklisting order initially for a few 
weeks and on 18th July, 1966 till further orders. Hence it would appear 
that on the crucial date i.e. on 14th May, 1966, the tender of MIL Bharat 
Barrel and Drum Manufacturing Company could not be accepted by 
I.O.C. under the rules then existing on the subject. 



CHAPT:t:ll III 

MATERIALISATION OP' SUPPLIES AGAINST TENDER NO. 
OPITEN-7165. 

A. Placing of Purchase order No. MIs. Standard Drum and Barrel Manu.-
facturing Company, Bombay and MIs. Hind Galvanising and Engineering. 
Company, Calcutta-difEerence in specifications. 

3.1. In accordance with the decision of the Board of Directors, refer-
red to earlier, the Indian Oil Corporation (Marketing Division) placed' 
purchase orders on (i) Mis. Standard Drum and Barrely Manufacturing 
Company, Bombay and (ii) Mis. Hind Galvansing and Engineering 
Company, Calcutta for the supply of 2,50,000 barrels at each of the 
places, respectively. Copies of the purchase Orders are given at Appen-
dices VI and VII. It will be noticed from the specifications given in 
the Purchase Orders that while Mis. Standard Drum and Barrel Manu-
facturing Company, Bombay were asked "to supply drums of standard' 
size 200/210 litre capacity manufactured out of 10 gauge cold rolled, cold 
anealed sheets," Mis. Hind Galvansing and Engineering Company, Cal-
cutta were asked to supply "drums of standard size 2001210 litres capa-
city manufatured out of 18 gauge cold rolled, cold anealed sheets (or 
of hot rolled steel if cold rolled steel is not made available by the steel 
mills)." Asked about the reasons for the difference in the specifications 
of the two suppliers, the Managing Director of the Corporation stated 
during evidence that:-

"'Mis. Hind Galvanising and Engineering Company told us that 
they were expecting lIupply of hot rolled steel and they asked 
us to include hot rolled steel in our Purchase Order, whereas 
Mis. Standard Drum and Barrel Manufacturing Company 
were not expecting, at that stage, supplies of hot rolled steel 
and they were expecting to meet requirements out of cold-rol-
led steel only. Since Mis. Hind Galvanising and Engi-
neering Company expressed their ability to supply barrels out 
of hot-rolled steel also, we included this." 

3.2. The Committee enquired why quotations for supply of barrels-
made out of cold rolled and hot rolled steel sheets which are further cate-
gorised into tested and untested variety, were not called for separately 

11 



18 

!in Tender No. OPITEN-7165, the Managing Director of the Corporation 
~tated that:- " 

"The price of barrels c:onsisLed of the value of the steel content 
of the barrel "and the fabrication charges. In this particular 
Tender the Corporation had invited quotations for the cost 
of steel per tonne and per barrel. Since Steel was going fo be 
paid for after verifying the invoices of different lypes of steel 
that the barrel fabricators had rec.eived, it was not felt neces-
sary to invite separate tenders for the four different types of 
steel be("allse they would have shown the Corporation their 
invoics of hot rolled steel, cold rolled steel, tested and untested 
steel and the Corporation would have made payments after 
verifying the invoices." 

"The witness added that "the Corporation had inviterl quotations 
in this case (or cold rolled tested steel only. Later on this 
tender became a subject matter of re-negotiations. When 
the parties were called for re-negotiations, they were given 
a proforma, where it was unmistakably staterl that their price 
should be for cold rolled tested steel." Asked what then were 
the reasons for dispute when the spedfkations had been clearly 
indicated, the representative of the Corporation stated that 
"the parties quoted one price for cold rolled and hot rolled 
Iteel and they felt that this was the average price that they 
quoted for both. When we asked them to produce vouchers 
for verification, they said that this was the average price ap-
plicable to barrel~ both for cold and for hot. rolled steel. We 
said that this contention W<lS not acceptable to us bCf'ause our 
tender invited quotations for barrels made out of cold rolled 
tested steel. They <lid not accept this and a dispute arose." 

S.!I. The Committee are unable to appreciate the reasons advanced 
'by the Indian Oil Corporation for laying down different specifications of 
-steel sheets for the manufacture of oil barrels by the two suppliers. They 
feel that Indian Oil Corporation should have called for separa'e quota-
tions for each category of barrel/! so as to be able to give a clear descrip-
tion of items, specifications and prices in tbe Purchase Order smhscquen-
tIy. While in the purchase order placed on Mis. Hind Galvanising Olnd 
Engineering Company Private Ltd. by the JOC, the specification clause 
mentions drums manufactured out of 18 gauge cold rolled cold annealed 
sheets (or of hot rolled sheet if cold rolled sheet is not made availllble) the 
.price clause quotes the price for tested and untested quality of cold rolled 
.ceel only. There is no mention whatsoever about the cost of hot rolled 
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sheet. This seems to have provided a loophole to MIs. Hind Galvanisin,. 
and Engineering Company to claim that this was a fiat price for barrels-
made out of hot rolled or cold rolled sheet, to raiae a dispute and go in 
for arbitration. The Committee urge that IOC should spell out clearly 
the conditions to be included in the Tender, Purchase Order and Agree-
ment for all types of importan~ stores 80 as to leave no room for any 
ambiguity in their description, specifications and prices. The Committee 
would also recommend that the lapse in this case should be investigated 
and responsibility therefor fixed. 

B. Actual supplies of barrels made by Mis. Hind Galvanising and En-
gineering Company, Calcutta and Mis. Standard Drum and Barrel Manu-
facturing C..ornpany, Bomhay-non-compliance of the Delivery Schedule. 

3.4. As already stated, the order for the supply of 2,50,000 barrels was 
placed by the Corporation on each of the suppliers viz., Mis. Hind Gal-
vanising and Engineering Company, Calcutta on 24th Octob~r, 1966 and 
"1<.-l/s. Standard Drum and Barrel Manufacturing Company, Bombay on 
22nd June, 1966. According to the delivery schedule, the delivery of 
barrels by each of the two suppliers was to be between 15,000 and 
30,000 per month. The relevant clause regarding the delivery schedule' 
in each of the two supply orders is reproduced below:-

Mis. Standard Drum and Barrel ManUfacturing Company, BomlJo'Jy . 

.. Delivery Schedule: The barrels will have to be supplied to us 
as per our reqUirements advised to you by our Head Office' 
or BOM, 'Vestern Branch or Plant Superintendent, JOBL 
Plant, Trombay, with whom it will be necessary for you to' 
get in touch for co-ordinating the supplies. You should be in 
a position to supply a minimum of 500 to 1200 barrels per 
day." 

Mis. Hind Galvanising and Engineering Compan)l, Calcutta. 

"Delivery Schedule: The Barrels will have to he supplied to us 
as per our requirements advised to you by our H.O. or BOM, 
Eastern Branch or Plant Manager, JOBL, Plant, Paharpur 
with whom it would be necessary for you to get in touch for 
co-ordinating the supplies. You should be in a position to· 
deliver a minimum of 500 barrels to a maximum of 1000 bar-
rels per day. You have agreed to a delivery of 25,000 barrels. 
per month." 

3.5. It has been stated that SnBM and HGEC started supply of 
barrels from the month of June, 1966. SnBM completed the supply-
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-order in January, 1968 but HGEC have supplied 2,28,880 barrels upto 
December, 1968 as per the following statement indicating the number of 
barrels supplied:-

Month No. of barrels Month No. of barrels 
supplied supplied 

6/66 3806 4/68 .1094 
7/66 3055 5/68 17674 
8/66 2488 6/68 16801 
9/66 8166 7/68 14818 

10/66 7882 8/68 12139 
11/66 20319 9/68 13281 
12/66 18375 10/68 11259 

1/67 17778 11/68 1104 
2/67 12454 12/68 1927 
3/67 19335 --
4/57 10073 TOTAL 228830 

5/67 10360 
6/67 4641 

8.6. It is observed that the purchase order placed on the firms pro-
'Vided for escalation in the price of barrels under which price escalations 
have been given to these firms. The prices as per orders placed on 
.each firm and subsequent escalations are as under:-

Name of the Party Rate as Price Price Price 
per order escalation escalation escalation 

effective effective' effective 
1-7-66 16-2-67 2-5-67 

II. M/s. Standard Drum & 
Barrel Manufacturing 

Rs. 3 ·86 Company Rs. 41 '33 41 paise Nil 

2. M/s. Hind Galvanising & 
41 paise 21 paise Rs. 3 '65 Engineering Company Rs. 37'33 

8.7. It has been stated that after May, 1967, there have been two 
price escalations-one of 7 paise effective from the 1st February, 1968 
and the other of Rs. 5.66 effective from the 1st August, 1968. All thete 
price escalations. were the result of revision in steel prices, except the 

tescalation of 41 paile which was due to increase in the cost of steel u 
well as in Central Sales Tax from 2 per cent to 8 per cent. 
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8.8. The Committee are concerned to note that while Mis. Standard 
Drum and Barrel Manufacturing Company completed their supplies of 
barrels in January, 1968, Mis. Hind Galvanising and Engineering Com-
pany have not completed the order and even after a period of 111 months 
.of starting supplies, over 20,000 harrels remained to be supplied by them 
.as on the 31st December, 1968. Even if the supplies had been maintained 
at the minimum rate i.e. 15,000 barrels instead of 25,000 barrels per 
month Q agreed to by the firm, the entire supplies should have been 
completed latest by March, 1968. The delay in supplies has also resulted 
in giving price escalations to the firm-the latest one of RI. 5.66 per barrel 
being effective from 1st August, 1968. From the monthly statement of 
1IUpplies made by the firm it is noticed that the firm withheld supplies for 
-about a year i.e. from June, 1967 to May, 1968. The Committee feel 
that there wu no justification for them to stop supplies even if there was 
a dispute between the supplier and the Corporation, as the same was 
"UDder arbitration. It is all the more surprising that although the arbitra-
tion award was given in September, 1967 the firm took another 7 months 
'to resume the mpplies. The Committee consider that the Indian Oil 
<:orporation should have taken steps to force the supplier to continue 
-regular supply in terms of the Purchase Order and in case of default 
1ihould have taken appropriate steps to claim damages for the delay in 
the suspension of supplies. The Committee would like the Corporation 
now to examine in consultation with their legal advisers whether the delay 
'in making supplies and withholding of supplies by the firm was justified 
-and whether necessary compensation could be claimed from the firm in 
term.'I of Clause II or any other clause regarding liquidated damage:;. It 
may also he examined whether price escalation given to this firm for sup" 
plies of barre" after March, 1968 was justified as the delay in making 
:supplies was on account of the default of the supplier. 

c. Supply of barrels made from cold rolled and hot rolled steel sheets 
by MIs. Hind Galvanising and Engineering Company, Calcutta 

and MIs. Standard Drum and Barrel Manufacturing 
Company, Bombay. 

~.9. The Committee have been informed that cold-rolled steel is supe-
rior than hot-rolled steel and is also more costly. The difference in the 
<ost of barrels manufactured out of cold-rolled and hot-rolled steel sheets 
is about Rs. 21-. Barrels made out of cold-rolled and hot-rolled sted sheets 
~elieved to be more durable in the long run than barrels made out of hot· 
Il'olled steel sheets. Once a barrel has been delivered after the painting 
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of its exterior and the treatment of its interior, it is not possible to distin-· 
guish one from the other by visible inspection. Barrels made from the-
two types of steel are used for the same purpose. 

S.lO. The Committee enquired whether the firms viz., MIs. Hind 
Galvanising and Engineering Company, Calcutta and Mis. Standard Drum 
and Barrel Manufacturing Company, Bombay supplied barrels fabricated 
out of hot-rolled sheets but billed the IOC for the supply of barrels fabri-
cated out of cold-rolled sheets. In a written note furnished to the Com-
mittee it has been stated that-

"the firms who supplied a portion of the barrels out of hot-rolled 
steel and billed the Corporation on the basis of the price of 
cold-rolled steel were Mis. Standard Drum amI Barrel Manu-
facturing Company and Mis. Hind Galvanising and Engineer-
ing Company. The number of barrels so supplied was 6588 
and 49266, respectively. As the cost of steel utilised for fabri-
cating barrels is payable only on actuals. there is a provision 
in the Purchase Order stipulating that the invoices of steel 
will be presented and examined in order t.o determine the 
number of barrels supplied from the different types of steel 
and to effect payment accordingly. While the former firm 
accepted the deductions made on the basis of afore-said verifi-
cation. the latter firm refused to furnish the invoices of steel 
and on payment being stopped. raised a dispute. suspended' 
further supplies of barrels and asked for arbitration". 

S.ll. Provision regarding the price to be paid for the supply of barreb-· 
by each of the two firms namely Mis. Standard Drum Be Barrel Manufac-
turing Company and Mis. Hind Galvanising and Engineering Company-
is made in Clause 2 of the Purchase Order (Appendices-VI &: VII). 

3.12.. Asked when the supply of oil barrels manufactured out. of hot 
rolled steel sheets by each of the firma was first made and when the fact 
of such a lupply came to the notice of the Corporation, the following note-
has been furnished to the Committee:-

"The Purchase Order on HGEC stipulated that the drums will be 
manufactured out of 18 gauge cold rolled annealed sheets (or 
of hot rolled steel if cold rolled steel is not made available to· 
you by the Steel Mills). The Purchase Order also provided for 
the verification of the steel invoices. It seems that this firm 
supplied barrels from both qualities of steel but billed for are 
such supplies on the basis of cold-rolled steel price. The Cal-
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<utta Branch of the Corporation assuming that the firm had 
billed correctly did not insist on the production of alee) invoi-
ces till the matter was taken up by the Manager Procurement 
(Containers) from the Head Office during his visit to Calcutta 
-on the 1st May, 1967. On noticing that the payment of bill. 
was being made to HGEC without verification of 8tee) invoi-
<es, he discussed the matter with the Assistant Operations 
Manager and Assistant Financial Controller of the Eastern 
~ranch and explained to them the procedure to be followed. 
Referring to this discussion in Calcutta on the 1st May, 19m, 
,the Eastern Branch sought for the clarification vide their letter 
No. EBA/NVR/67-68/14 dated 16th Ma, 1967 (Appendix-
VIII). Clarification was given-Vide Head Office letters of 2nd 
June and 8th June, 1967. (Appendices-IX &: X). Soon there-
-after the Eastern Branch asked for steel invoices and pending 
verification stopped further payment. The amount of the bills 
payment in respect of which was withheld was RI. 2,S7,OOO/-
apart from RI. 60,000/- held as security deposit. 

MIs. Standard Drum &: Barrel Manufacturing Company at Bom-
bay started supplying barrels from hot rolled steel from the 
month of D~cember, 1966. During December they supplied 
4.368 sllch barrels. Irom January to March, 1967. 844 such bar-
rels. and from April to June, J967, HI76 such barrels. Thus 
they supplied a tOlal of 6,588 barrels from hot rolled steel. 
They submitted the hills for these barrels on the basis of cold 
rolled steel instead. Deductions against the supply of these 
barrels were made in their subsequent bills after verifying the 
invoices from the Steel Mills." 

5.1!. On being asked whether it was not the main responsibility of 
Ute Accounts and Finance Branches to ensure compliance with the provi-
tions of the supply orders before making payments, it has been stated 
that "It is ultimately the responsibility of the accounts to ensure compli-
ance with the provisions of the supply order, although checking is also 
to be done by the executive Department concerned before givin~ certifi" . 
ute for payment. It was on this basis that we submitted our earlier reply 
to the btimates Committee. We have since studied the matter in depth_ 
~and would request the Committee to keep these points In view: 

(i) The· Eastern. Branch in ~aJ and Its Accounts Department 
in panicular haft been working under unprecedented pressures. 

165 (ail) LS-S. 
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necessitating the posting of a 2rid Branch Financial Controller 
and for a short duration even a 2nd Branch 'Manager. The 
position had in fact become so acute that even the basic rune· 
tion of billing the customers for supplies made had gone into-

.' arrean. 

(ii) ·Tb"ere were chronic trade union problems resulting in absen-
. tee ism, adoption of obstructive and go slow tactlcs etc. The' 
disdpline was at a low ebb. Here again the Accounts Dep-
artment had suffered most on thls sCore. 

(ill) The Accounts Officers had wisely taken the basic precaution of 
not finalising all the bills, pending the clearing of all doubts. 
during one of the visits of the concerned ·otficers· from Head 

. Office." 

5.14. Explaining the position further the Managing Director of the 
Corpo~ation stated during evidence that-

. r:' 

"We have unprecedented-l repea.t the word unprecedented-lIim-
:'culties in the Calcutta Branch for the last year or 18·· month$-

and this has been felt particularly in the Accounts DepartlDent 
\,~ mu~h so that we had to send a 2nd Branch Financial ~oa­

troller to Calcutta and for a short period we had to :lend It 

Second Bnmch Manager to Calcutta. It was a period of time 
When we could note~en fulfil the basic task of billing the-
customers because of the pen.down strike of the staff. Since 
then we had an opportunity to look into this matter in more-
detail. They made certain payments because the fabricator 
was telling our Calcutta Branch that the rate he quoted was. 
average rate applicable to barrels made of cold rolled or hot 
tolled steel. The Calcutta Branch had its own reservations. 
They kept back this Rs. ~ lakhs because they wanted certai11' 
clarifiCation before finalising the payment." 

5.15. Asked about the total number of barrels which had been sup-
.".,tied ateam.of the two Brancbes a~by the two sqppfiers. upto· May, .l96~ 

when the: mistake of making payments without verification o( invoices wu 
cletected, the Committe.e have been informed that at Bombay SDBM ~1t~ 
IUpplied 1,80,211 barre1.a aQd at Calcutljl JiGEC -had"supplied'l~~4,~~~ 
barrels till May, 1967. The payments made to the firms upto May/Junep 

I~ a~oqnt~"t~ Rs .. 25.o.7~689.44inthe case ofM/~ S.D.B.¥' ... ".J ,~,08,g~.6Q io,the case of Mis. H.G.E.C. . . " '.--., .' ".- ,".:"', ' , .. :'.- ' "" ... ., .... '\ 
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5.16. The Committee enquired whether any investigation into this 
matter was made and responsibility fixed for not following the corr-eel., 
,procedure aDd what punishment if any was awarded to the persons con-: 
cerned. It has been stated that-

·'the matter was looked into by the Financial Controller and it was 
found that this was a case of over-sight in the context of the 
circumstances mentioned above. In ... iew of this and also the 
fact that all the bills were not finalised thereby safeguarding 
the interest of the Corporation, no punishment was considered. 
necessary. All concerned were, however duly caulioned 
against such lapse in future." 

~.17. The Committee enquired whether it was possible that the Cor-
poration had been supplied barrels out of hot rolled and untested liteci 
during the previous years also and if not, what were the reasons tor 
assuming that barrels of correct specification only were supplicd in pre-
vious years. In reply it has been stated that in previous years i.e. up to 
1965 supplies in Calcutta were obtained only against imp'orted steel. 
Payment for this steel was made on the basis of its actual cost. In Bombay 
also supplies were obtained mostly against imported steel; except to a 
limited extcnt in the later part of 1965 when indigenous steel obtained 
from MIs. Hindustan Steel Limited was uscu which produced only cold 
rolled steel, the price of which was known. The system of verification of 
invoices was, however, introduced for the first time in 1966 on the bads 
of the tender under reference. It is important to mention here that this 
I}'Stem had to be given up due to the united stand taken by all the fabri .. 
cators to the effect that they will not enter into any commitment for the 
supply of barrels on this ba.sis. 

~.18. The Committee are constrained to observe that the making of: 
payments to the suppliers of barrels both at Calcutta and Bombay with· 
out verification of invoices aJI stipulated in the Purchase Orders, was .ii 
ietiO\lS omission. The seriousness is aggravated by the fact that this mill'l; 
take w~ detected after more than half the· supplies had been made by 
each of the two lims for which payments amounting to about Rs. 7.1S laklV 
1uu,f been made to them; The Committee are not convinced by the argo .. 
QJent that the Eastern Branch was making only provisional paymenbi ~ 
~GEC and had withheld about.as. 5 lakhs. They understand.that mak~ 
iDg ofprovhionalpayments in the case of bog con~racts running. over l~ 
~ocU, is a normal practice and hence they feel that this was not rMOrte.t 
., as .• special :precaution in tbis case. The Committ~ are nQ.t ..-tisfied 
with t~ findings of the Financial Controller that thiS :was It·case ~ 

. .' 
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OftrIight in the context of the circumatances and that no punlahment WBI 

necessary therefor. Having regard to the fact that a copy of the Purchale 
Order was duly sent to the Branches, it was clearly the duty of the 
Accounu, Finance, as well as the Executive Branches to ensure that the 
provisions of the Purchase Order were fully complied with before making 
any paymentJ to the suppliers. The .Committee consider this a case of 
dereliction of duty and recommend that the whole matter may be enquir-
ed into afresh with a view to fix responsibility and to take disciplinary and 
other remedial action as may be considered necessary. 

D. Inspection 

!.I9. One of the conditions prescribed in the Purchase Orders of 
the two suppliers relates to inspection and reads as under:-

"lnspectioll:-With your knowledge we may at any time ar· 
range for the ipspection of the bar~els during manufacturt' 
at your works. so long as such inspection does not interfere 
with your programme of manufacture. We also reserve the 
right to inspect stock of steel which will be held by you 
and used exclusively for our needs. As already agreed by 
you. any barrels rejected either by us or by Defence for any 
reasons whatsoever it may be will be taken back by you at 
your cost." 

The Committee enquired whether the right of inspection of barrela 
during manufacture and steel stocks held by the manufacturers waa 
exercised by the Corporation in these cases. It has heen stated durin~ 
evidence that "this inspection pertains only to the physical condition 
of the barrels. Whether the barrel is properly painted. whether the 
barrel has been pressure tested, whether the welding is all right 
or deficient. it is purely for inspection of physical condition 
of the barrel and that it is physically not possible to check the 
quality of steel used." The Secretary of the Ministry added 
that it was possible provided a constant inspection from steel planu 
upto the barrel fabrication was made. When asked to state specifically 
whether any inspection was done by the IOe as specified in the Pur-
chase Orders, the Managing Director of the Corporation Ita ted that 
-We have not done that." From the copies of letters written to Battel 
fabricators pointing out the defecu noticed by the inspecting officen 
from time to time. a' furnished ·to the Committee. it appean that the 
defects were noticed after the receipt of the barrels and not during 
thir manufacture. 
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5.20. The Committee resret to oblene. chat _ Corporation failed 
10 perform ita duty in the matter of inspection of barrels during manu-
uautC and of Itee~ .tocka with the fauricators which was a conditio. 
inco~rated in the' Purchase Orders. Had even sample inspectioDa of 
the .cock of steel sheets and barrels during manufacture been done. i& 
was lik.eIy that the supply of barrels made out of hot-rolled steel sheeta 
by the two auppliers could have been detected in time. 

L Allotment of Sper.ial quota of 18 Gauge Steel Sheets to MI', Hind 
Galvani.ing and Engineering Company 

5.21. The Committee enquired whether any quotations offered by 
the tenderer, for supply of oil barrels to the IOC during 1966-67. Wal 
oonditional on the allocation of special quota of steel to them. It hal 
been stated in a written note that the quotations of Mis. Industrial 
Containers Limited. Mi". Steel Containers Limited. Mis. Standard Drum 
and Barrel Manufacturing Company and Mis. Bharat Barrel and Drum 
Manufacturing Company were not conditional on the allocation of 
special quota of steel sheets to them. The quotation of M!~. Petroleum 
Barrels was conditional on IOC meeting their requirements of steel. 
Mis. HGEC stated in their quotation that they might need IOC's ~ 
ai'tance in case of any shortage of steel. 

~.22. Aaked whether any special aleel quota was allotted to the fabri. 
cators by the Corporation, it has been Ita ted that the D.G.T.D. allotted 
ateel to the various fabricators based on the orders pending with them 
from various oil companie!. Indian Oil Corporation did not make any 
allocation of steel quota to these fabricators; it only distributed steel 
received by it. among the various fabricators. This was done by lOG 
to augment their .upplif'!~ of barrels since the fabricators were not ~t· 
ting enough steel against their own quotas. 

5.25. Explaining the position it has been stated by the Ioe that 
the normal SPI quota allocation by DGTD 196fH)7 of 18 gauge steel 
sheets to the various barrel fabricatora wu only 11,618 tonnes. This 
was inadequate to meet the requirPments of oil barrels by the oil com-
panies. To meet the situation, the Iron &: Steel Controner made a 
special allotment of 25,000 tonnes of· 18 ~auge steel sheets out of his 
reservf'!l to the DGTD to be allocated to the different barrel fabricators 
in consultation with the Ministry of Petroleum and Chemicals. The 
Minilt.ry of Petroleum and Chemicals recommended that the allotment 
ahould be made in proportion to the orders already in hand with the 
dilferf'Dt barrel fabricaton from the oil companies. 
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In reply to a question it has been stated that no special quota of 
steel sheels was reiea.'Ied by the Iron and Steel Controller during 1965-
66. and 1967-68 for meeting the special requIrements of Oil CompalllCl. 

8.24. Details of the allocations of special quota based on the orders 
placed by the oil companies on barrel manufacturers. subject to future 
adju!ltmcnts as well :is the normal S.P.I. quota allocated to the barrel 
fabricators during 1966-67. are shown in the statement at Appendix 
XI. 

8.25. The Committee enquired whether the DGTD allotted addi· 
tional quantity of 18 gauge steel sheets to HGEC to comply with 
order relating to Tender No. OPITEN-7165 and if so. what was the ad-
ditional quantity of steel sheets actually received by them from the 
DGTD, the number of oil barrels they supplied to IOC out of thi_ 
quota: and the number of barrels still to be supplied by them to IOC. 
The lOr. have informed the Committee that the DGTD allotted an ad· 
ditional quantity of 5,186 tonnes of 18 gauge steel sheets to M!s HGEe 
during 1966-67 for specifically meeting the need~ of the order placed by 
the Oil Companies on them for manufacture and supply of lube bar· 
rels as will be seen from DGTD letter No. SQI5PIII-881446ID dated 
13-10-]968. It was mentioned in the letter of DGTD that supply of 
barrels from this quota should be made to IOC and the three other Oil 
Companies in the proportion of 5: 1. On this basis the proportionate 
quality of special allocation to HGEC for the meeting the requiremenu 
of barrels for IOC works out to 4821.66 tonnes. Till October. 1968. 
HGEC supplied a total of 2,25,645 barrels to IOC including 75,000 barrels 
made from the steel imported by IOC and supplied to 
HGEC. The number of barrels supplied by HGEC to IOC from the 
special allocation of steel works out to 1.50,645. HGEC have yet to 
deliver 18,578 barrels against this allocation, which they are supplying. 

8.26. The Committee enquired what proportion of the additional 
allocation o( steel sheets made to HGEC was hot rolled and what wu 
cold rolled. It has been stated that the whole special quota of _tee1 
sheets. allotted to HGEC, was planned u hot rolled sheets on the Indian 
Iron and Steel Company Limited. 

5.27. The Committee further enquired why deduction on account 
of supply of barrels from hot rolled sheet. wu made from HGEe in 
respect of .9.226 barrel_ only when 1.64.225 barrel_ co1.lld be made from 
.521.66 tonnea of hot rolled sheets specially allotted to them. . 



'3.28. In a written note it hcu been stated that even though the 
.pecial allocation of 4521.68 tonnes of steel was made on 10C account. 
.pending the supply of this steel. HGEC were supplying barrels Ol1t of 
their own stocks. On the basis of the verification of their ateel in-
'Voices. only 49.266 barrels made out of hot rolled Steel. were billed 
for on the basis of cold-rolled Steel. Payments have been made after 
'verifying the invoices. 

3.29. It has been further stated that the party had their own alloca-
<tion and orders pending on Mis. Hindustan Steel Ltd. for supply of 
cold rolled steel rom Rourkela and they supplied barrels from this 
steel also. In addition. at the commencement of our order they had 
<old rolled steel in stock. 

S.30. When asked to indicate the stock of cold rolled steel aheeta 
with the HGEC when they accepted the offer to supply barrels to 10C 
in June. 1966 and also to state whether that stock was taken note of 
by the 10C when they recommended allotment of special quota of steel 
to HGEC. the Committee have been informed through a written note 
that the HGEC had given an affidavit certifying that they were ho~ding 
a stock of 753 MTS of cold rolled steel as on 1-3·1966. The party also 
indicated in their offer that they had sufficient steel stock with them 
for manufacturing barrels for IOC. The special allotment against Oil 
Companies' requirements was made to HGEC only in September, 1966 
and the supply against this allocation should have been received by 
HGEC during 1967 only by which time their old stocks would have 
been consumed. 

S.31. It has further been stated that according to the S.P. returns 
'Illbmitted by HGEC for the month of June. 1966, they had a stock of 
777 metric tonnes of sheets on 1-6-1966. Whether it was cold rolled or 
hot rolled was not indicated in the returns submitted by this firm. 

5.32. The Committee desired to be furnished with a statement indi-
·eating the quantities of hot rolled sheet. received by HCEC every 
month out of the additional quota of 5]86 lonnes of sheets. The in-
formation was not made available to the Committee. In this connec-
tion it has been stated that:-

'''The DGTD have intimated that in the returns submitted' by 
:the ~rm. they have shown each month the total quantity of 
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steel received by lhem. Break-up of quantities of bot 
rolled and cold rolled sheets received by them have not bee." 
~iOwn in the returns as in the fonn itself there il no proYi-
sion for showing such break-up." 

5-". The Committee note that during 196&07. in addition to the-
regular allocation of 780 M. Tonnes of steel Iheeta, HGEe were giVeD 

a· .pedal additional quota of 5.186 M. Tonnes of Iteel sheets. This 
aPecw allocation was made to them out of a total special quota of 25.000-
M. Tonne. which was all(u:ated to variuus barrel manufacturers on pro-
rata baAis (or meeting the need. of orders phu:ed by oil comparues for 
IUpply of lube barrels. It would. therefore. appear that HGEe were 
given special quota o( steel shee~ during 1966-67 along with all other 
barrel manufacturen. 

5-S4. The Committee note dlat in, June, 1966. HGEe bad •• tod 
of 777 M. Tonn~ of 18 gauge steel sheets which according to their 
affidavit was cold rolled. . The special quota of 5,186 M. Tonnes of 
.ted Iheetl given to them. was however hot-rolled. Out of this special 
quou. the share of iO~.; wa., 43:::1,66 M. Ton Des, sufficient to manufa~ 
ture, 1.&1..22~ LAn·eu. Aga.inst this number. only 49,226 barrels made 
out of hot rolled shcel. .. , arc ltated to have been supplied to the loe. 
Th~ Committee ~Q unable to apl)rcciale this. Even if it is 'admitted 
that the atock o( steel sheets of 777 M. Tonues held by MIs. HGEe In 
June, 1966 and the regular allocation of 7M!) M. Tonncs during 1966-67 
was cold rolled. the same would have been Illfficil!Ot to manufacture 
about 60,000 ba1Te1s, aU of which may not have been l>upplicd to the 
-Indian Oil Corporation as HGEe were supplying barrels to other com. 
panies also. . The Committee are, therefore. not convinced by the ltate-
ment of the Corporation that 49.226 barrels only made out of hot rolled 
ItecI abeetl were supplied to them by J J G EC (or which a deduction of 
Rs. 70.497.88 was made (mm them. Further .ince the infonnation re-
garding the monthly supply of hot rolled sbeetI to HGEe against their 
!IpCrial quota, hal no~ been made available to the Committee, they are 
unable to S<1V whether or not all the barrela viz. 1.64.221$ wh.ich r:oulcl 
be manufactured from the special quota o( hot rolled sheets were made 
available to me r..orpu .... uon. The Commmittee are aloio unable t.O 

und.enund why the IodJan on Corporation did DOt insist on the 1Up-
ply of barre .. from out of the apeciaJ quota when the .ame w.ere cheaper 
and the DCTO had specifically instructed HGEC to do .so. The Com-
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miuee recommend that the whole matter may be apecia11y got iDYCId. 
pted by the Comptroller and Auditor General to find out the number· 
of. barrelJ made out of hot-rolled sheeu supplied by HGEe to the IndiaD" 
oU Corporation and the correctneu of the payments made therefor. If" 
need be. the auistance of D.G.T.D. may be obtained for this invesriga-" 
don. 

F. Arbitration 

5.~S. The purchase order placed by the Corporation on Mis Hind· 
Galvanising lie Enuineering (;0., Calcutta containecl the following clause-
regarding arbitration on disputes:-

(i) Arbitration-UIn case of any displlte or difference arising out 
of this contract, the matter shall be rderred to the sole arbi-
tration of the Engineering Manager, Indian Oil Corporation 
Bombay whose decision shall be final and binding on the con-
tractorls. The contractorls haslhave agreed to this reference 
knowing fully wen that the arbitrator so agreed, is the En-
gineering Manager of the Corporation and it shall not be 
open to him to challenge the reference and award on this 
ground." 

~.36. On being asked why and at whose instance the m:ttter regarding 
the supplies of barrels out of hot rolled sheets was referred to arbitration, 
the Indian Oil Corporation have in a written note stated that when in" 
June. 1967, Mis Hind Galvanising &: Engineering Co. were asked to 
produce steel invoices, they r~sisted and stopped the ~upply of barrels. 
The Indian Oil Corporation insisted on verifying the inmices before 
any further payment could be released to the firm. The firm then re-
quested for reff'rring the dispute to arbitration. In terms of the Purchase 
Order placed by the Corporation on the party, all disputes arising out of 
the agreement. were to be referred to the Engineering Manager of the· 
Corporation. The firm instead asked for arbitration by the General 

. Manager. This was agreed to by the Corporation in view of the seniority· 
01 the officer and his judicial background. 

In this connection the Committee note that the Tender Committee-
constituted by the IOe to renegotiate the terms with the tendcrers on 
20.4.1966 consisted of the General Sales Manager (now General Manager) . 
Final1ce Controller and Operations Manager. The Engineering-
Manager was coopted on 50.4.66 when the Tender Committee took. up 
detailed renegotiations to obtain best quotations from the parties. 

8.37. The specific j"!lue which was referred to arbftration related 
to the determination of ·price chargeable or payable for the supply o£ 
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'barrels being suppliedltO' be supplied by the Mis. Hind Galvanising 
and En~ineering Co., C,aIcutta. A copy of the reference to Arbitration 
dated 12.R.67 filed by the authorised representatives of the parties II 
.given at Appendix XIll. 

!I.~S. The following issues were formed by the Arbitrator on the 21st 
'September, 1967, in the presence of the representatives of the parties. to 
<identify the points of dispute between the parties: 

(i) Whether the price quoted by HGEC and accepted by Ioe. 
express ely or otherwise, for supply of IS-gauge barrels against 
IOC.s Tender No. OP!TEN-7165 is in respect of barrell 
made from cold rolled steel or is a fLat price for barrels made 
from either cold-rolled or hot-rolied steet. 

(2) Wh~th~r HGEC is entitled to a price increase to the extent 
of the price increase in steel, if so, on what basis. 

(~) whether in view of the fact that allocation of Iteel to HGEe 
is no longer bemg made on the basis of their supplv mmmit. 
mena with JOe and whether in view of any inadequacy in 
availability of steel with HGEC, HGEC should be relievecl of 
obli;ation to supply the balance quantity of barrels on the 
existing price bam. 

(4) whether in view of increased cost-if any-of HGEC resulting 
from any increased labour charges and reduced productivity, 
HGEC should be relieved of the obligation to supply the 
balance quantity of barrels on the exillmg price basis. 

S.~9. The following award was made by the Arbitrator on 29th Sep-
¢ember, 1967, on each of the issues referred to hjm: 

[.uue No. I.-The price quoted by HGEC and accepted by IOe 
tor the Impply of 18-gauge barrels C'clnnot be regarderl as • 
flat price for barrels whether made from cold rolled or hot 
rolled steel. The price of RI. ~7.~~ perbarrel quoted by 
HGEC on 50-4·66 is applicable only to barrels made from 
cold-rolled steel (tested quality), the price of which steel u 
specified by HGEC on 50-4-66 was Rs. 1186 per tonne. Thus, 
the quality of cold-rolled and hot·rolled steels ~nd their ra-
pective prices being different, the price applicable to the bar-
rels supplied from hot-rolled .teel has to be different, to. ~ 
extent shown in the award on Issue No. ! below. 
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Issue No. 2.-The price of Rs. 37.33 per burel being related to 
the base price of Rs. 1186 per tonne of steel as on 30-4-66. 
HGEC is entitledlliable to a price escalat:on (upwarru or 
rtownwards) to the extent to which the cost incurred by them 
on steel, actually used by them to fahricate barrels for IOC. 
has varied or will vary from Rs. 1186 per tonne irrespective 
of the quality of steel used' by them . 

Issue No. 3.-HGEC cannot be reFeved of their obligation to 
lIupply the balance quantity of barrels on the existing pricing 
ba~is on the ground that allocation of steel in their favour 
is now on a basis different from the basis in the past or that 
their present availability is inadequate. 

Issue No. 4-HGEC cannot be relieved of the:r obligation to sup-
ply the balance quantity of barrels on the exisung pricing 
bJ.sis on the ground that their labour charges have gone up or 
their productivity has gone down. 

~.40. The Committee are given to undentand that as a result of the 
.award, the following recoveries were made: 

(a) For 49266 barrels made from hot rolled tested sheets hut 
billed for cold rolled tested Iheets -Rs. 70497.88. 

(b) For 38,480 barrels made from cold rolled untested sheets. hut 
billed for cold rolled tested sheets-Rs. 46176.00 

Total: Rs. 1,166n.88 
~.41. During evidence. it has been stated that according to the terma 

'of the contract, certain price escalations were allowed to Mis. Hind 
Galvanising and Engineering Co. for the increase in the price of steel 
which amounted to Rs.19,580.S0. The net deduction made from them 
amollnted to about Rs. 97000. 

~,42. In a note furnished to the Committee, the amount of RL 
70,497.88 or Rs. 70498 has been worked out. It has been stated that "As 
per the price of cold-rolled tested and hot rolled tested qualities of steel 
prevailing between the time HGEC started supplying barrels against 
tender No. OPITEN-7165 and June 1967, and as per the number of bar-
rels lupplied byTGEC from hot-rolled steel. the amount of recovery wu 
.calculated as follow.: 

7,63 H.R. barrels @Ra. 1'47 
p~r blrrcl Rs. II,zz9·33 

3,u6 HR, b.U'-c~ @Rs. 1'10 
p:r ba:rd RI. 3,4l7'6J 

38"u HR. ba'Tcla @RI. 1'4' 
per barrel RI. ",S"3 9' -49,366 Re. 7'.497'88 

SAy RI. 70.498'00" 
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5.45. The Committee cooaider that correct procedure hal beea 
followed in referring the dispute between MIl Hind Galvaniliq anc1 
Engineering Co. and Indian Oil Corporation to Arbitration. The-
appointment of the General MaDaKer as Arbitrator on the specific re-
queatl of Mil Hind Galvanising and Engineering Company instead or 
the Engineering! ManaJter. as stipulated in the Purchue Order. would 
appear to be quite in order and has not. in any way, adversely affected 
tha intercstB of the Corporation. . The Arbitrator has given the award 
on principles leaving the calculation of monetary effect to be aettlcd on 
the aweed basis. A sum of Rs. 116.67'.88 was recovered from the firm 
as a result of the arbitration award. 

G. Supplies of barrels by Mis Suppliers Corporation, Calcutta during 
June-Aug. 1967. 

5.44. The Commitlee have been infonned in a written note that 
MI' Hind Galvanising and Engineering Company stopped further IU?", 
plies of barrels in June, 1967. As the hsue of a public tender is a lime-
consuming process and as day·to-day requirements of Railways, Steel 
Plants, Defence etc. in the eastern region had to be met and as room 
had to be made in the storage tanks at Calcutta to receive three tank.ers 
incoming in quick succession the Calcutta Branch immediately made 
oral inquiries from aU the three barrel f:J.bricators in Calcutta. This 
brought out a negative response; consequently the Branch had no ~ 
course left but to place orders for 11,000 barrels on the only party, 
namely, MIs Suppliers Corporation which c:ontacted the Branch and 
offered to meet the immediate requirements. 

~.45. For the reasons stated above, a public tender for meetins the 
immediate requirements could not be 1I0ated. However, lOOn after 
arrangements had been made to meet the immediate requirements, a 
public tender enquiry was floated. The result was the same .1 the 
one obtained when verbal enquiries had heen made earlier: none oE the 
three fabricators at Calcutta quoted. Only MIl. Suppliers Corporation 
quoted. their quotation for )0,000 barrels being RI. 49.00 plul Re. 1/. 
for delivery charges per barrel which was reduced to RI. 481. per barrel 
(all inclusive) on negotiation-this negotiated price being the same at 
which the earlier purchase of 11,000 barrels wu made. The entire Iup-
ply we given out of old·rolled steel as per the certificate of the firm. 

5.46. The Committee have further been infonned that the dl.eren.ce 
between the price paid to MIs Suppli8l's Corporation and the price 
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"Which would have been payable at that time to Mis Hind Galvanislnl 
~d Engineering Company is RI. 6.40 per barrel. However, the follow-
.ing two facts are stated to be pertinent in this connection:-

(a) The brders placed on the new finn did not relieve the earlier 
firm of its liability to supply the fullibalance quantity as per 
the Purchase Order, and 

(b) the price paid to the new firm was the best that could be 
obtained at that time, as also determined by public tenders. 

SA7. The table below shows the dates of the two pmchase orden 
and the period during which the supplies have been made: 
--- -----------------.---- -~.----. --- -- ----- ,-
OrdcrNo. Da~e Quantity Period of supply ------.. --- -
EB/322/67-68 226.67 11,')00 
,EBJ433/67-68 217.67 1 (',coo 

June 1967 
July & Aug, '67 

Total: 21,000 barrels 

S.48. The cost of 21,000 barrels @ Rs. 481- per barrel paid to MjL 
Suppliers Corporation comes to Rs. 10,08,0001" The additional payment 
at the rate of Rs. 6.40 per barrel on .,000 barrel amounts to 
Rs. },M,4OOI- which the IOC had to pay to Mis. Suppliers Corporation 
as a result of stoppage of supplies of barrels by Mis Hind Galvanising 
.and Engineering Company. 

SA9. The Committee enquired at what level in the Corporation, the 
Tate of Rs. 48 per barrel paid to Mis. Suppliers Corporation was nego-
tiated. It has been stated that this rate was negotiated in the EasterD 
branch at the level of the Brand, Manager and the Branch Financial 
<Controller. It was accepted in the: Head Office by the Managing Direc-
tor with the mncurrence of Finance and E:".post·/acto approval of the 

'Board of Directors was obtained later. 

S.50. Asked whether the firm ill a licensed or registered barrel manu-
fact~rer, it has been stated 'that the firm is not a .registered barrel labri-
-cator. From May, 1967, after the decontrol of steel, any party is free to 
buy steel and get barrels fabricated by any of the fabricaton. In reply 
to a further question, whether this firm is still in business it has been 
.tated that the Corporation is not aware if the firm is still in busineu 

• The Committee enquired whether the antecedents or business connec-
tions or standing in business of Mis Supplien Corporation were known 
to the IOC. It has been stated that the IOC did not have any previous 
transactions with MIs Suppliers Corporation. Sin~, however. the barre~ 



were required on an emergent basis to avoid demurrage to foreign lube 
oil tankers and ensure £ontinuity of supplies· to the essential consumers 
in the strategically and industrially vital Eastern Region, there waS 
hardly any time for IOC to find out these details. nor was it necessary 
as steel had been decontrolled, This was the unly party to come {or-
ward. The other fabricators in Calcutta neither quoted against our 
~erbal enquiries nor against the pub~ic tender, Hence, 10e had no 
altcrna~ive but to place orders with this party, 

5,51. On being asked whether Mis. Supphcrs Corporation were an· 
other wing of Mis Hind Galvanising and Engineering Company,. the 
representative of the Corporation stated. durlOg evidence, that "this 
came to light subsequently. When we placed the orders with them. we 
did· not know that it was a benami organiSJ.tion. Later on. I think i~ 

wa~ in November. 1967. we came to know that this was a whoUy-owucd 
subsidiary of Hind. Galvanisitlti· ," When pointedly asked whether at 
that time the IOC did not know that the barrels which had been refused 
by HGEC to the IOC had found their way through Mis. Suppliers Cor-
poration. the representative of the Corporaliun stated "No, we had no-
k.nowledge of that.". 

5.52. Explaining the circumstances undM" which these purchase~ 

were made. the l\Ianaging Director of the Corporation stated duIing 
·.evidence that. 

"The Industrial Containers. one of the biggeSt manufacturers 
in Calcutta. had a complete lock-out and were clo~ed for several 
months. About Hind Galvanising there was a dispute. We COUld. 

not bank on Bharat Barrels because of the reasons that we have 
already discussed. There was nobody in Calcutta to meet our re-
quirements: so we went to the market and this was the only paJ'ty 
which came forward to supply us a limited number of barrels. We 
had a tanker standing midstream . and we had to make room for 
the oil in our storage tanks in Calcutta, We could not do that until 
we received bartelsand· packaged· what . was· already lying m our 
tanks," 

--...:-.-- -_._-----_ .. --- - .. _---
• At the time of factual verificatiOns. it has be.enstated by the J.Un~ 

:01 .Petroleum and Chemicals that th~ exact· meaiU~ which was intended 
'to be conveyed by the Managing Director while stating the above men-

·tloned words WM not what the aboye words purport to convey te-::hnicaUY 
and 11~erally and thllt· the some may~ substituted, by "when we plaeed 
the orders wfth.them.wed;d not know that the- organiJIation·ltad anyarr¥-
(l'pm<mts or c.-onne~ions with Hind. Galvanlsin~. Later' on. I thi11k it ,"'''' Ja 

. November, 196'1, it' was reported to us that the~e was,some re1ation.hip·~ 
.CQmmunl~y of bat .... betWefJnttte tWo flrma.": ' .. , ' . '" : 
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To .another question as to whether it was verified that the supply of 
barrels made by Mis. Suppliers Corporation was from cold rolled steel' 
sheets, lhe' representative of the 'Corporation stated dUrIng evidence 
that it was not linked up with cold rolled or hot rolled steel. It was, 
a question 01 being able to get barrels. The Corporation was not in 
a posItion to verify the invoices and other records of Mis. Suppliers 
Corporation. 

3.53. The Committee enquired why these supplies were not procured' 
at the ris~ and expense of HGEC, the representative of the Corporation 
alated during evid~t1.ce that:-

"By imposing the risk purchase clause we would have absolved 
Mis. Hind Galvanising of supplying us 21,000 barrels and their 
rate was a very favourable one-Rs. S7 as compared to Rs. 
40 to 42 in other parts of India. We did not want to absolve' 
them of this responsibilitv. So, we obtained the maximum 
quantity of barrels from Hind Galvanising ~() that we can get 
the benefit of the lower rat.e. Otherwise. we would have had 
t9 go outside and pay more to the tune of about Rs. 5 per 
barrel. In point of fact. l\lr. Khaitan of Hind GalvaniSing 
came to see Us on this point. At that time he was very keen 
to wriggle out. of, this contract because he thought he would 
get the average price. which I tried to explain this morning, 
,lor hot rolled steel. When he found he could not do it, he 
asked us to invoke the risk purchase CbU5~ of Rs. 2 per bar--

I 

reI, deduct R~. I bkh for the barrels and ahsolve them ot 
the contract. We said "nothing doing; )011 will have to fulfit 
the contract." 

.lJ;54. The C.ommittec note that the emergent purchase of 21.000' 
barrels by the Indian Oil Corporation from Mis. Suppliers Corporation. 
consequent upon the stoppag:: of SUppliffl by Mis Hind Galvanising and 
Engineering Co., resulted in an extra expenditure of Rs. 1.34,400 to,., 
them. The fact that MIs. Suppliers Corporation were a wholly owned ;' 
IUbsidiaryof HGEC and wete "henami" organisation, would appear to.c; 
indicate' that HGEC suppUed these barrels to the IOCthtough the Sup-. 
pliers Corporation at a IDUch higher price than they could' do under 
the PUrchase Order., It is i-egretable that no other firm came forward 1o 

make 'lIlpplies inre.ponae to the public tender which wa.~ Boated by 
the ;Co~ratioD for a' part 'of the supplies. 'The most disquieting .. 
pec(o'fthiS transact~ori. is tbat this aU-a e1(p~diture could Dot be reo. 
coveroo.' ~ HGEe-the sUppliers, as the amount ltipuiated in their 
risk ~ue d8use wu very low. Thus in .thii 'transaction, thcCoTpO. 
~'ion . .wtered ~n ,hfo aa:ou1.1t1:. (i) dleybad ~ pu,rchase barreL, .from 
• beitarn(of'their regular 'sUpplier; Jiih,they, had ~ pa~m~~ hi~~ 
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:priceI for the banela reaultiDg in an extra expeDCllcure of ... 1,J4,400!--
The Committee are IlUlprised that an organisation of the atature .Dd 
.experience of the Indian Oil C'.orporation which has to make large pur-
c:hues,' found itself helpless to secure compliance with the tenD! of thr 
"Purch.ue Order and recover adequate compensation from their regular 
:tupplien for breach of contract. The Committee would like the Cor-
\'poration to take le8lOn from this case and to guard against such tight 
lituations in future. They further suggest that the IOC should bear 
in mind. the dealings of HGEe in this transaction whUe considering 
"the question of placing orden on them in future. 

H. Risk purchase 
!J.SS. An important condition included in the Purchase Orden placed 

"'by the Corporation with M Is. Standard Drum and Barrel Manufactlirilll 
Co., Bombay and Mis. Hind Galvanising and Engineering Co .• Calcutta. 
'-relates to risk. purchase and reads as under:-
MIs. Standard Drum and Barrel Mfg. Co., Bombay 

"g. Risk Purchase: If you are not able to supply the barrels as per 
our requirements from time to time we shall have the ri£ht 
to procure barrels from any other source and recover the ad· 
ditional expenses so incurred to a maximum of RI. 2/- per bar· 
reI, as per undertaking ~iven by you, in the attachment of 
your letter No. SDBII94I66 of ~h April, 1966. In the calel 
of failures of supply of barrels. clause No. II of the agree· 
ment will abo be applicable" 

'fIind Galvanising and Engg., Co., Calcutta 

"10. Risk Purchase: If you are unable to supply the barrel!! as 
per our requirements from time to time. we shall have the 
right to procure the steel barrels from any other source line:! 

recover the additional expenses so incurred to a maximum of 
Rs. 21- per barrel from yO!;." 

~.56. Explaining the background of includintr Rs. 2:· as the amount 
-01 mk purchase in the Purchase Order the representative of the Corpora-
"'lion stated during evidence that the penalty risk of Rs. 21- was incorporat. 
-eel in the terms and conditions after a great deal of difficulty. The fabri-
awn were not prepared to accept any penalty clause in the ,·ontraet. 
This was negotiated. When it was pOinted out that the difference ,in 

,the price·paid by the Corporation to MIs. Suppliers Corporation as 
11 result of the default in supplin made by Mis. Hind Galvanising and 
!!:ngineering Co.~ Calcutta was about RI. 6.40 per barrel as against thr 
flll1c. purchase amount of Rs. 21· the rep~tative of the COrporatlOD 
~ted during evidence that the parties were not: a~ble to pay any-
·cWDr mOre· than Rs. 2\- per barrel. . 
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8.57. In the earlier section it has already been stated that the IOC 
did not want to invoke the risk purchase clause because that would have 
meant absolviag HGEC of supplying 21,000 barrels at a much cheaper 
rate than were then available in the open market. The Corporation would 
bave to pay more to the tune of Rs. 51- per barrel. In reply to a questiOD. 
whether stoppage of supply of oil barrels by HGEC during the period 
June, 1967 to March, 1968 did not involve a breach of contract and if 
.'10, whether any legal redress was possible, the Ministry have stated 
4tS under:-

"Messrs. Hind Galvanising and Engineering Co., who were agree-
ment bound to supply to us 25,000 barrels per month, stopped 
the supply around June, 1967, there having arisen a dispute ill 
regard to the price payable for the barrels manufactured and 
supplied out of hot rolled steel. As per agreement with MIs. 
Hind Galvanising and Engineering Co., the Corporation was 
entitled to procure the barrels short supplied or the supply 
of which was stopped by Mis. Hind Galvanising and Engineer-
109 Co., from alternative sources. Since there was risk pur-
chase clause specifying a penalty of Rs. 21- per barrel, IOC 
was legally entitled to recover the amount involved at the 
rate mentioned above." 

3.58. The Committee consider that the amount of as. 2/- per barrel 
included in the risk purchase clause in the Purchase Orders of the sup-
pliers was unrealistic and not related to the prevailing market condi-
tiona. The intention behind the risk purchase clause is to prevear 
the supplier from making default in supplies. In this case, it has prOT-
~d to be otherwise. The Committee consider the inclusion of this p~ 
vision in the existing form to be totally ineffective in mbserving the 
purpose for which it is intended. They would urge that a suitable and 
dective clause should be included in the Purchase Ordem and Agre& 
menta of the Indian Oil ('..orporation 80 as to deter the defau1tlnc 
partieB from withholding supplieB. 

I. Agreement 

3.59. The Purchase Orden placed by the Corporation with MIs. Stand· 
ard Drum and Barrel Manufacturing Company, Bombav and MI.. Hind 
(;alvanising and Engineering Company, Calcutta stipulated that the sup-
pliers would enter into a fonnal agreement with the Corporation with-
in 15 days of the placing of the purchase order. The relevant clause 
10 both the purchase orden reads as under:-

"You will have to enter into a formal agreement with w with-
in fifteen days of this order." 

16S (aii) LS·-.... 
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~.60. Asked whether formal agreements were entered into with the 

~iUpptien. the representative of the Corporation stated that:-

"Standard Drums accepted our formal agreement but Hind Gal-
.. vanising evading formal agreement due to one reason or -an-

other. But they accepted purchase order and started making 
supplies. So the conditions incorporated in the purcha~ 
order were binding on them:' 

~.61. The Ministry of Petroleum and Chemicals were asked to fur-
-.ish a copy of the formal agreement entered into by the JOC with 
Mjs. Standard Drum and Barrel Manufacturing Co., Bombay which 
they have done (Appendix-XV). A scrutiny of the agreement reveaJI'i 
that this a tomprehensive legal document in which ample safeguards-
have been provided for recovery of damages for delay in the delivery 
«;,E the barrels and for daiming compensation from the suppliers for non-
fulfilment of the contract in time or for a breach of any of the condi-
trans, a terms and provisions of the contract. Attention is particularly 

"invited to cIau~ 5 and 11 of the agreement which are reproduced be-
low:-

Ciauu 5 of tile agreement 

"The Contractor/s argees/agree and undertakes/undertake to duly 
perform and complete the said works set out hereinabove 
within a reasonable time. after instructions to that effect are 
issued by the Corporation. The said works shall throughout 
the stipulated period of the contract be proceeded with all 
due diligence, promptness. care and accuracy and in a work-
manlik.e manner to the satisfaction oE the Corporation and 
shall be completed in accordance with _ the. specificatiolll. 
designs. drawingl and instructions on or before the aforeaaid 
due date time being of the essence of the contract on the part 
of the Contractorls. The requirements will be intimated 
trom time to time and the Contractorls must meet the same. 
I£ delivery is delayed Corporation shall have the right to re-
cover by way of ~scertained and liquidated damages a sum 
equivalent to one half of one percent of tbe contract value 
of delayed supplies for each week or part of the week, the 
Contractor is in default, it being understo<Xi that liquidaled 
damages will not apply if delivery is delayed on account of 
the ullual force majuere clause. This would be without pre-
judice to any other right to remedy available in that behalf 
to appropriate the Contractorls' security deposit and tak.e any 
other measures under other clauses of this contract, whether 
or not actual damage is caulled by such default." 
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Claw, 11 of the agreement 

"1ft the event of the Contractor Is not fulfilling the' contract in time 
Or tomitting a breach of any of the. conditions, tcm15 and 
provisions of this contract the Contractor Is shall render hiIa~ 
aelflthemselves liable to pay compensation that may be fix~ 
by the Corporation including forfeiture of the Security be-
posit paid hereunder and the Corporation shall have the addi-
tional power to adopt any or several of the following counes 
which the Corporation may deem best suited to its own in-
terest:-

(a) To rescind the contract and forfeit the Security Oeposit 01. 
the Contractorls which shall stand for the time being and 
shall be absolutely at the disposal of the Corporation. 

(h) To employ labour and supply materials to carry uut the 
works or any part of the works debting the Contractori~ 
with the costs of labour and price of the materials and 
the costs of other services in respect thereof as to the correct. 
ness of which costs and price the certificate of the Corpora· 
tion shall be final and conclusive against theContractoT/' 
and crediting the Contractor/s with the value of the work 
done in all res pets and in the manner and at the same nt~ 
as if it had been carried out by the Contractor!s under the 
terms of this contract and in that case the certificate of 
the Corporation as to the value of the work d(lne shall 
be final and conclusive against the Contractorl!· 

(t) To order that the work done by the Contractorls upto the 
period be taken and to that such part thereof as shall ~ 
unexecuted out of their hands and to give it to another 
Contractor Is to complete in which case any expenses which 
may be incurred in excess of the sum which would have 
been paid to the original Contractor/s if the whole work. had 
been executed by himlthem and as to the amount of which' 
excess a certificate in writing of the Corporation shall be 
final and conclusive shall be payable by the original C..on­
tractor/s and shall be deducted from any moneys due to him/ 
them by the Corporation under the contract or otherwise or 
from the Security Deposit or proceeds of the sale thereof 
or sufficient part thereof." 

5.62. Clause !J of the Agreement and the Schedule of rates appended 
thereto spell out clearly and in minute details the break-up of the price 
per barrel to be paid to the supplier. It is also significant that the 
risk. purchase clause included in the Purchase Order which limits the 
recovery of additional expanses to a maximum of R..s. 21- only per barrrl 
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is not there in the agreement which means that in the event of failUl'e 
to supply the barrels for any length of time, the Corporation would 
have been entitled to recover the entire actual expenditure incurred by 
it to maintain supplies. In this particular case, the Corporation could 
have legally recovered Rs. 1.34 lakh" the entire expenditure incuJTed 
by it in arranging supplies through the Suppliers Corporation which has 
been referred to at paras 3.44 to 3.54 of the report. 

3.63. The Committee find that while MIL Staadard Drum aDd Bar-
rel Manufacturing Co., entered into a formal agreement with the JOC 
oa the very day the purchase order was placed on them, M~ HiDd Gal-
vanising and Engineering Co., did not esecute any such agreement al-
though this was clearly stipulated in their purchase order also. Had 
a formal agreement been entered into by the Corporation with M!s. 
lIind Galvanising. and Engineering Co., it would have enabled .he 
<.:orporation to deal firmly witH, this Company in the event of their 
making supply of barrela from out o( hot-rolled sheets and billing for 
<:oId-rolled sheets as well as (or other breaches of contract like suspeD-
sion of supplies, delays in making regular supplies and making .up-
plies through their benami firm, namely, MIs. Suppliers Corporation 
at exorbitant rate. The Committee are inclined to believe that if 
the agreement had been executed, HGEe would not have dared to 
raiscj a dispute with the Corporation and put them to all this incon-
yenience and extra espense. Moreover, the C.orporation could have 
recovered the entire extra expenditure amounting to Rs. 1.34 lakhli incur-
red by them in arranging 8upplies through the Suppliers C.orporation 
which has been referred to in paras 3.44 to 3.54 of the report. The 
Committee fail t~ understand why the Corporation did not insbt on 
the signing of the formal agreement by the HGEe which should have 
bet-n done. The C.ommittee take a very aerious view of thi" lapse on 
the part of the Corporation and recommend that the matter should he 
(ully investigated and responsibility therefor fixed with a view to take 
disciplinary action and a report submitted to them. They 'Would abo 
like the Corporation to draw leuon from this incident and take appro-
priate remedial measures 80 as to avoid repetition of such mistakes ill 
furure. 
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SUPPLY POSITION OF OIL BARRELS 

".1. The Committee have been informed during evidence that bar-
rel manufacturers are unwilling to accept any price differential for bar. 
rela manufactured out of hot·rolled or cold·rolled or tested or untested 
ateel. It has been stated that "so far as barrel fabricators arc concernell 
a position has now been reached where-in the past we used to gh'e them 
steel on verifying their performance-the five barrel fabricators have got 
together and formed a Cartel and they have told us this is what is avail· 
able; take it or leave it." It has been added that "Barrel manufacturers al e 
unwilling to accept any price differential for hot·rolled or cold-rolled oc 
tested or untested steel. If the idea is that for the future we should try [0 

lay down certain principles for this we are confronted with the new situa· 
tion today. The new situation is that they are not prepared to have price 
differential on account of differential quality. It is a very recent develop· 
ment. We will have to see how to deal with this problem. Thh is a new 
development. Irrespective of quality, tested,untested, hot or cold, they oy 
there is only one price. So long as the situation is what it is, we seetn 
to be in the grip of these suppliers." 

4.2. The Committee desired to know what measures are proposed to 
be taken to avoid luch a situation. The Secretary of the Ministry of 
Petroleum and Chemicala stated that:-

"the Indian Oil Corporation definitely had the view that it would 
like to be self·reliant in so far as Its requirements of barrel. 
are concerned. For example at Cochin we have our own 
drum making plant. At the Madras Refinery the IOC want· 
ed to put up its own plant. But we have not been giTen 
permission by the Government to do that. The Govemmeat 
baa taken the view that the spare capacity available with these 
people in Bombay and Calcutta should be allowed to be tran .. 
ferred to Madru.'· 

".lI. In this context the Committee were further informed that "at 
a certain time the thinking in the Government was that:-

. " 

it is much better to allocate a quota of steel to the oil companies 
10 that they could release it against the orders which thCJ 
placed. Till then the position was that steel wu being I'e· 
leased to the fabricators and the oil companies felt that the, 
were at the mercy of the fabricators to a very substantial 
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extent. So we wanted to try a new experiment where steel 
would be placed at the disposal of IOC and other oil COllI-
panies and they would then allocate it to the fabricators ac-
cording to the orders they have placed. But our effort after 
an initial example of this, was frustrated by certain of lhe 
fabricators going to the Court. After that. it has not been 
possible to follow it up. We had been re~trained. Shant 
Barrels went to Court. They said that the Government is 
wrong in allocating steel quotas to the oil companies ana 
that it should allocate steel quota straight to the fabricators. 
They restrained the Government by a Court injunction t'rona 
allocating steel to oil companies. This took. place in March, 
1967. Our first effort was to try and allocate steel to the oil 

. companie6 50 as to take them away from the mercy of the 
fabricators. There we have been blocked bt-c3use of the court 
injunction. " 

4.4 The Committee are unhappy to note the harrel fabric tor. are 
unwilliDg to accept any condition regarding the quality of the steel 
to be uaed in the manufaclure of oil barrels and linking the same with 
the price to be paid for them. The Committee realise that there is 
8hortage of steel sheets in the country whiCh is mainly responsible for 
this state of affairs. They are surprised to nole that while on one hallli 
there is shortage of steel sheets in the country. Oft the other there is 
unudlised capacity with Mis. Hindustan Steel Ltd. Thi~ jndica(~ 

flefcet in planning the production in the steel plants. The CommiUef' 
hQPC that mitable measures will be taken to step-up the production 
ef steel sheets which are in short supply. In the meanwhile, the 
Committee would like the Government to look into this maUer in detail 
and take appropriate steps to remove the difficulties of the (;onswner 
4')U companies. The Committee have dealt with this maHrt' in detail 
in their Eighty-fifth Report on the Ministry of Industrial Development, 
Internal Trade and Company Affairs-Recognition of additional capacity 
in the barrel industry in spite of its being on the Bauned List. 

NEW DELHI; 

April 16, 1969. 
Cltai tra 26, 1891 ( Saka). 

P, VENKATASUBBAIAH, 
Chairman, 

Estimatrs CommiUrr. 



APPENDIX J 

LOK SABHA 

STARRED QUESTION NO. 664 

To be answered Olt 26th August. 1968 

SUPPLY OF BARRELS TO lO.C. 

·664. SHRI SAMAR GUHA: Will the Minister of PETROLEUM 
AND CHEMICALS be pleased to refer to the reply given to Unstarred 
Question N,o. 71 on the 22nd July, 1968 and state: 

(a) whether it is a fact that in reply to Unstarred Question No. 91J 
cn the 16th November, 1967, Government admitted that "the purchaae 
-order stipulated that the barrels will be made out of cold-rolled steel"; .. 

(b) whether it is also a fact that in reply to his Unstarred QuestioD 
No, 7I on the 22nd July, 1968, Government have stated that "the ob-
jection was not to Hind Galvanising and Engineering Company (p). 
Ltd. supplying barrels out of hot-rolled steel"; and 

(c) whether in view of the above contradictory replies, Govern-
ment will lay on the Table the tenns of Agreement agreed upon betweell 
the Indian Oil Corporation and Mis. Hind Galvanising and Engineer-
ing (P) Ltd.? 

ANSWERS 

THE MINISTER OF STATE IN THE MINISTRY OF PETRO~ 
LEUM AND CHEMICALS (SHRI K. RAGHU RAMAIAH): (a) an. 
(b). Yes, Sir. 

(c) It may appear to be so, but in reality there is no contradictiOll. 
The facts are that the purchase order referred to l'1 Unstarred Question 
No. 918 of the 16th November, 1967 specified cold·rolled and coli 
annealed sheets as the principal specification. The price in this pur-
o(:hase orders was also based on this quality of steel. There was, how-
ever, a permissive reference in the purchase order for the supply of 
barrels manufactured out of hot-rolled steel, if cold-rolled steel is not 
made available by the steel mills. While there is no real contradiction, 
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it is true that the earlier reply of the 16th November, 1967 could have-
given greater details. I regret this omiS$ion. 

The relevant provisions from the Indian Oil Corporation's pur-
chase order in connection with the supply of lube oil barrels by Mia. 
Hind Galvanising Be Engineering Company (Private) Limited are laid 
on the Table of the House. Owing to the confidential nature of the 
terms and conditions relating to price, delivery etc .• the full copy of 
the purchase order is not being laid on the Table of the House. 

Encloeure referred to in the reply to pan (c) of the Lok Sabha starred 
Question No. 664 for 26-8-1968. 

SPecifications.-The drums will be of standard size 2001210 litre ca-
pacity, manufactured out of 18 gauge cold rolled cold annealed sheets 
(or of hot Tolled steel if cold rolled steel is not made available to you 
by the Iteel Milia). body seam welded. ends double seamed, one end 
fitted with lx2" and Ixt" "Trisure" bungs. The barrels are to be 
painted with superior quality drum stoveenamel as per our standard 
specifications which is Mobil Red No. 6021263 for the body and white 
No. 9251116021004 for the ends. However, should we decide to change 
the colour specifications you shall canfonn to it after being given two 
weeks' notice to caIT)' out the same. 

SHRI SAMAR GUHA: I have already tabled 15·20 questions about 
this matter becawe my object is to expose complicity of one or more 
IOC of5ciah, perhaps involving a big ministerial guy, in it. Because, as 
a result of this malpractice. the IOC has incurred a loss on three ac-
counts. Fintly, the IOC has placed an order at a much higher price 
on Hind Galvanising Company for barrels and thus incurred a loss of 
lls. 1.77 lakhs. Secondly. although the Hind Galvanising Company 
were lpecifically ask.ed to supply barrels of cold rolled steel they sup-
plied barrels of hot rolled steel, thereby malting it incur a loss of ano-
ther lls. 97.000. Thirdly, when that matter Was found out that they 
had supplied barrela made of hot rolled steel. they luspended the sup· 
ply order and an order was placed on another firm known as the sup-
.plien' Corporation which was in fact not a manufacturing concern and 
thereby another loss of lls. 2.25 lakha were incurred. In view of aU 
these facts. I want to k.now why oil barrels were purchased at a higher 
price from Hind Galvanising Company when they were available for 
lower prices from other manufacturen? Secondly, why had legal 
lteps not been taken against Hind Galvanising and Engineering Com-
pany (P) Ltd. for cheating the IOC by supplying hot rolled ateel bar-
rell although the specific. orders were for cold rolled steel barrel. according 

;r<. 
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fD che terms of the contract? Thirdly, why were barrels purcb.ued from 
Supplien' Corporation which was not a manufacturing company, but 
one o[ the ownen of which is the director of Hind Galvaniling Cor. 
which only means that the Suppliers' Corporation is only a benami firm 
[or Hind Galvanising Company? 

SHRI RAGHU RAMAIAH: I shall take the fint part of the ques-
tion, namely, that we have paid them a higher price than what was-
otherwise available. I presume the reference is to the fact that we pur-
chased from these people and not from Bhart Barrels. 

SHllI SAMAR. OUHA: Eight or nine companies offered tender. to 
you, and you selected only two. 

SHRI RAGHU RAMAIAH: As regards the other companies, after 
going into all the tenders. the IOC has selected the best tender. Now. 
that explains why we placed the orden with them and not with any 
other company. It was done after tenders were submitted. The second 
question is. why these people were allowed to supply hot rolled and not 
cold rolled sheets. I have already placed on the Table of the House an 
enclosure to this answer which says that the terms will be such and 
such and then. it says "cold rolled annealed sheets (or of hot rolled 
ateel if cold rolled Iteel is not made available to you by steel milo''). 
So, the order itself contemplated the offer of cold rolled or, if that D 
not possible, hot rolled. What exactly happened in this case is that-

SHRI SAMAR. GUHA: Why did you not place a copy of the term! 
of the agreement on the Table of the House? 

"" "! f~: 'ii~ ~, 1fu ~ 'n: (~~ 'fT'li mt~ ~ I llii" 
~ i I ;R~ 'itcn: q: ~ im: (~ 'fTt'fi ~ ~6 ~ ~ I ~R ~ 
~~ ~ f~1"lT ..m: ~ i. . . 
MR. SPEAKER: Will you allow him to answer the question. I will 

call you again. 

IIIi ..,f~": tAii I m ~~~1f~~ I 

SHRI RAGHU RAMAIAH: Whether it is hot rolled or cold rolled 
can be seen only on visual in!pection. So, when they saw the docu-
ment it wu found that the tenderer offered hot rolled .teel. They 
offered hot rolled price; the supplier resisted. He wanted a higher 
price. Then the matter went to arbitration, because it is provided for 
in the agreement. And then the arbitrator gave hi. award and we are 
paying according to the arbitral award. 

SHRI SAMAR. GUHA: Questions (b) and (c) have not been IDS-

wered. 
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MR. SPEAKER: In one and the same <J.uestion, you have put (a), 
~) and (c). I do not know. 

SHRI SAMAR GUHA: All of them related toone question. 

MR. SPEAKER: He may have forgotten (c); you will have to re-
peat (c). 

SHRt SAMAR CUHA: This is not my second question. Part (c) of 
my first question was, why did YOll place the' order with the Supplier 
-Corporation which is not a manufacturer of drum barrels, and then, 
whether one of the ownen of the Supplier Corporation is the father-
in· Jaw of another proprietor and director of Hind Galvanising Co. 

SHRI RAGHU RAMAIAH: I am not aware of the relationship5. 
-but I believe these are found to have the capacity, and therefore the 
.<m~er was placed with them; and we needed the barrels very badly. 

SHRI SAMAR CUIlA: My second question is this. Instead of 
.cold rolled, hot rolled steel barrels were supplied to the IOe. This 
thing was not detected; already payments were made. Only when I 
put the question in this House, the letter was acknowledged and the Ioe 
took. into its hand the whole matter and then set up the arbitrator. 
This arbitrator is the real culprit. He is the General Manager of the 
Marketing Division of the 10C, and he himself negotiated with the 
company, and this man was made the arbitrator and he, in an arbit-
rary way, assessed. that the los~ incurred was only as. 97,000. Therefore, 
I want to know why that man who is responsible for this malpractice 
.and who did not detect the matter before I put the question in thil 
Hou"e, why that single man was made the arbitrator. Secondly, on 
what basis did he make the estimate of the loss incurred as only RI. 
97.ooO? . (~ 

SHRI RAGHU RAMAIAH: So far as the question as to why it was 
not detected is concerned, I have mentioned it already. My informa-
tion is that it was detected on verification, but in view of the allegation 
made by the hon. friend I am enquiring into it, because I myself would 
like to be satisfied that nobody is at fault, and as soon as that enquiry 
reveals anything, then I shaH inform the House. 

SHRI SURENDRANATH DWIVEDY: Why that very person was 
appointed as arbitrator-'that is the question. When you are enquiring 
.about the affairs, why have you appointed the same penon? 
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SHRI RAGHU RAMAIAH: I am enquiring intuit loday. T04ay I 
.am going to order an enquiry. because this is the first time that I have 
heard of the allegation, after he put the question. I had no meana of 
knowing it. (Interruption), 

SHRI SAMAR GUHA: Did he not know that the General Manager 
o()f the Marketing Diviaion was the party responsible ~or negotiating it 
with Hind Galvanising Co? He is responsible. 

-t:.., ft~ri : ~~, q-t snof ~ if; ~ IflfT ~ ~ Ift'~ 
f;rlfat ~ ~ ~ IfiU"( ~T ror 1ft m ~ ~ ~ 1Tf vft ~ ~ ft:m ftrci 
~~~ ~ I n mcAiT fir~ 368 ~ ~ it ~ mqj ~ : 

"If a Minister quotes in the House a despatch OT other State paper 
which h .. not been presented to the House, he shall lay the 
relevant paper on the Table." 

~ ~ I m mtr ~ if>1 ~ f'" ~~ Ai ~ ~ u:~ ~, ~ it; iIR tt ~ 
~I 

MR. SPEAKER: I am not going to give any ruling now during Ques-
tion Hour. If you want to ask a question, you may do so. 

'l) ~ f-l'l'q : ~~ lf~, ~ ~ <t'~ WIT rfl ifiif ~? ~ lift ~ 
ffT mot) ~ I 

~~~~~f.I; 16<t'~, 1961~T tt~~ if; ~ it ~~ 
if ifi6:f~, ~ <t' {t ~PTlIT "I'T fir; ~ iift ~ .;\ilq;1I$Of.st41 ~~ ~:l()r"lIr(41 ~ 
~ f~m ~ ~ 11ft ~ if; of~ iAA ~ ~ IFft <ft 1Tf ffT ~ ~ 
it~~~ : 

"On verification, it was found that with the existing machinery, 
it would be possible for the company to manufacture oil bar-
rels also. As these barrels were much in demand during J96S-
64 for meeting defence and oil refinery needs, it was decided 
to register this available manufacturing capacity, although this 
was an item in respect of which applications for new capa-
city are ordinarily to be rejected." 

~ ~ errt: if ~ mi m ~ '4:'f {t ~ fifi IflIT ~ ~'if lIT 

:q~lr$l+! ~ if ~ lfi1r ;tt vft f.I; ~ ~ ~ ~ ~ ~ • m 
w IfiT ~ ~ ""ll ~ ~ f1r\1'r, ~ lteft lf~~ {t ~ mqj-mqj ~ 
~ ~ IflfT ~ ~~lf, ~lj1f. firf.r~ atT ~ ~ ~ 1ft <t'Tlf ft;rln, 
~ q"QI"R'f!l if ~ R;rfw ~ {t qr "I'T f1I; ~~ m .r~ ~ ctT iift ~ * ~ ;m;fClfr ~, ~ ~T ~ 4tiT iIi11f f.I;lfT '3fT1f ? ~ inn ~ ~ I 



SO 
SHRI RAGHU IlAMAlAH: So far as I am aware, the Indian Oil Cor-

poration gave a statement as to why they placed an order and I placed 
it on the Table of the House. If you want me to enquire into it. 
I shall do 10. But this is the infonnation given to me by the Indian 
Oil Corporation when I asked why they placed the order. 

'" "'! f.~ : ~ iti ~ it Wh(\~ ~ ~( ~ ~ 50 ~ ftN' 
1,iti t I ,w (ten ~ ~ Ai IIlIT ~ Qf\\1'~ iti mr ~~1f@Ol¥i ~ 
lIT lIT fTiR ~ ~ ~ ~ t. ~ f.R~ ~ Ai w ~ ~ qTlIT 
'f11I" ? 

SHRI RAGHU RAMAIAH: I have not seen any letter written by Mr. 
LUnaye in this connection. I have come to know about it just now and 
I 'hall find out. 

• ..,f.""": ~it;~~lfim~~~~t I 
lit· WM'01f ftii J ~ ~ it 9;{i( If{ ~ Ai ~ ~ m it; ~ 

~~~rn ~ ~ ~ ~ hw ~ it; ~Cf)~~~~ 
;nt'IT Ai ~ <n: ~ ~ m it ~ ~ ~ 'fT if) 'Q'l"CA ~ ~­
f ...... it; ~~ it; f~ Iflif 'ffii1T ? 

SHRl RAGHU RAMAIAH: There was a difference. Hot rolled was. 
cheaper and cold rolled was costlier and better. He supplied hot rol-
led and claimed colld rolled price. Therefore. it was referred to arbi-
tration and the arbitrator said, we have to pay hot rolled prtce . 

• : m WM ~ : ~ ~. ~ ~ ~ ~ ~ .1",q~"tf-il'1 ~ 
'iil1r.,qf(i1 S1l1'~ ~ ~ ~ m rn it; ~ ~ ~~ it; ttIti ~ 
m: fW ~ CI~"'I{\ ~ it;. ipr it; ~ III1f ~ it; lhft •• ttIti ~ qj1f 
~ ~~~ ~ IR ~ "" m: ~ ~ it~~ "'I<·ffht~ m 
~ 'A'\'!Fi fm u.n 2!iT ~ q: tIT Ai q ~ m: m f~ ~ t ..... 
~. -- ~ ~).~-ftrR~rorr-~ ~2!iT;m:r 1I'rof41R 'fT I m ~ 
Ipq;f\' it ~ tri ..ntit~ ~m~ ~ ~it~~ ~ fw 
m: q: ~ fit' 1f~ ~ it \'If) ~ ~-~ fit;qr ~, ~ ~ .-
f~'f{t~1 ~m1ft'~~~lTimr~~-~~1 QR 

~ m·iJ~ fiIiTt flit ~{~ ~ IIiT m ~ ~ tIT I ~ ~ 
~ ~ ft"'~"M ~ ft ~ ~ ~ ~ q"( ~ ~ ~ ~ m fiIilfT 
'I1n' I tt ~ Qt ;;ft ~ ~ ~ i fit; ~ ifiR1Jf IIlIT ~, ~ ~ _ iti· 
~ if '''M14{\ ~ ~ fit; ';flf q;q ~ ~-~ m fiI;zrr ~, CI'q~ fiIi1fT ~ 
\It ~t VTW I:Ai W~) m ~ IR 'Pit 'm' ~. 'f1q~ivn ~ q"( ~ 'iW'it 
i'l1: "'" qy fc4T If1n' ? 
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SHRI RAGHU RAMAIAH: There is a separate question on this. 
question No. 675, by Shri S. M. Banerjee. If you would like me to 
4lnswer it, I have no objectioll. 

MR. SPEAKER: You may answer that question also. 

LOK SABHA 

STARRED QUESTION NO. 675 

To bl! answl!red on 26th August, 1968 

Mis. Bharat barrel and drum manufacturing Co. (P) Ltd. 

-675. SHRI S. M. BANERJEE: Will the Minister of PETROLEUM 
AND CHEMICALS be pleased to refer to the reply given to Unstarred 
Question No. 169 on 22nd July. 1968 and stale: 

(a) whether it is a fact that after suspension of the blacklisting or. 
<Ier of Mis. Bharat Barrels and Drum Manufacturing Co. (P) Ltd. by 
the Punjab High Court. Government have instructed the Indian Oil 
C..orporation for not dealing with this Company under any circumst-
ances; 

(h) if so, the reasons for such instructions; 

(c) if not. the re;uons for the Indian Oil Corporation not placing 
their orders on them inspite of their prices being lower and quality 
"pto the mark; and 

(d) whether Government would lay on the Table a detailed com· 
parative chart showing losses suffered by the Corporation since May, 
1966 by placing orden on other fabricators at higher rates than quoted 
by Mis. Bharat Barrels and Drum Manufacturing Co. (P) Ltd.? 

ANSWER 

THE MINISTER OF STATE IN THE MINISTRY OF PETRO· 
LEUM AND CHEMICALS (SHRI K. RAGHURAMAIAH: (a), (b) 
and (c). The suspension of the blackliaing order of Mis. Bharat Barrels 
and Drum Manufacturing Co. (P) Ltd. by the Punjab High Court was 
duly brought to the notice of the Indian Oil Corporation by the Gov· 
'ernment. The suspension of the operation of the hlacklising order 
does not, however. impose any obligation on the Indian Oil Corpora· 
tion to necessarily place orden on this finn. As clarified in the answer 
to the Lok Sabha Unstarred Question No. 169 on 22·7-1968. the accept-
ance or rejection of any offer for the sale of any stores to the Indian Oil 
Corporation is a matter for the Corporation to decide after taking into 
conaideration all the (ac.tors involved. In this case the GO\'CI nment as 
wen as the I.O.C. felt that note needs to be taken. amongst other' thill8l, 
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of tbclitrong view expressed in the House on the subject first on 9-] ]-]966 
and again on 6-4-61967. It was for this reason that the Government in· 
formally advilied and the I.O.C. agreed that before any orders are placed 
on this firm, all as peets of the matter needed very careful consideration. 

(d) The information Concerns the busines.'i transactions of thc Indian 
Oil Corporation with a number of other firms_ These firms also have 
&imilar business transactions with other oil companies. It is, there-
fore, not considered to be in the commercial int.erests of lhe Indian Oil 
Corporation to divulge this information. 

SHRI KANWAR LA!. GIJPTA: Now he shoulll reply to llly question-

itu ~ ~ ~ flfi f~ ~ it; m1f~~;~ f~,: ~ 
~~ t JW CfM'fI' 6 q-'tt filf.m;1: ~<f'{ iii<: ~~ ~ I ~ m rn t ~ 
.... rot' ~ Ifi) i~-~ fif;lrr tTlIT, ~ Ifi~' ~ ~ ~-ft:fR' Ifi) ~ iii<: f~ 

q''tt~fiF'q'~~~~~~IIfT I ~t~~~~;r 
ITt ~ tRi ~ ifit .tii'flr\'l~ q'l; ~ "f'tt ~ f~ ion f~ 'Tit '1f) ~ ~ 
r:. ~ ~.~ q'l; 1ft ~l: ~ fotilIT tTlIT~ ~~ ~ ~ tTlIT, ~ lAW 
~1{""'lq{\~' , 

SHRI RAGHU RAMAIAH: As 1 have tried to explain in answer to. 
the question. this matter came up in this House twice or thrice and an 
opinion was expressed a'i to how thisl black-listed firm could be given 
orders. Even Shri S. 1\1. Banerjee, who has asked this question, said un 
that occasion that we were favouring it because they wt'Te given some 
funds to the party or something. 11\ view of all these allegations, whal 
has happened is that only the blacklisting order is suspended. The appc .. t 
is still pending with the Supreme Court and I do not k.now what order 
the Supreme Court will pass. So for this temporary period, in view of the 
strong feeling expressed in this House. we advised the loe to go slow 
and to consider all aspets before they place orders on this firm. That is an 
that has happened. 

SHRI S. M. BANERJEE: There were charges against this firm and 
my hon. friends. Shri Madhu Limaye and othen, and I had demanded 
that this firm should be hlac1disted. 

The question is that High Court has acquitted them a",! a s.pecial 
leave petition is in the Supreme Court. On the earlier occasion, I had 
asked Mr. Jagannath Rao as to what was the code for blacklisting. I 
would like to quote him. He said: 

"A blacklisting order continues to remain in force until it is. 
actually revoked. If a firm is acquitted honourably by a 
Court of the offences for which theb1'cltlisting ord~n were 
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passed against that finn, it is permissible' under the code to. 
consider the revocation of the blacklisting orders in that 
case." If. 

What I want to know is whether it is a Cact that the High Court has. 
exonerated them and whether, because an appeal is pending in th~ 
Supreme Court. the I.O.C. is the only finn which is not placing orders 
although the tender is the lowest. 

SHRI RAGHURAMAIAH: It is true that the High Court has ac-
quitted· them. But there is an appeal filed by the Maharashtra Gov-
ernment. I presume they have done it on the advice of their legal 
adviser that their case is a good case. The matter is pending. In the 
meanwhile, the respondent has gone to the Punjab High Court and 
moved a writ petition. In the course of proceedings, they lifted the sus-
pension order. That does not mean that we are bound to place an 
order. It is a question of considering various things. 

In this connection, I would like to draw the attention of the HOWie 
to what Mr. Banerjee said on the last occasion. It is well to remember 
that in view of the allegations made now. I quote: 

"SHRI S. M. BANERJEE: This Bharat Barrel and Drum 
manufacturing Co. is headed hy a very big industrialist. 
Mr. Jalan. When this firm was hlacklisted, how is it that 
between 1964 and 1966. all the materials were issued, quotes 
and licences were also issued and they got orders through 
the D.G.S. &: D? I would like to know whether it is a fact 
that though this firm was blacklisted and they were facing 
trial and investigation, they were shown some leniency be-
cause they donated a huge amont to the coffen of the Con-
gress during the 1967 elections." 

There were also other views expressed by Mr. Ranga and othen. In 
view of this. we asked the I.O.C. to go slow. 

SHRI SURENDRANATH DWIVEDY: If I remember aright, the 
Minister said that there are as many as 8 or 9 tenders for these sup-
plies. Apart from the fact that this particular firm was blacklisted and 
was exonerated-I have nothing to say about it-may I know whethet 
it is a fact that other tenderers quoted a lower price than what was. 
actually paid to the Hind Galvanising and Engineering Co.? You pur-
chased at the rate of Rs. 48 whereas a lower price was quoted by othen .. 
Why were those tenden rejected and why was this accepted? 
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SHRI RAGHURAMAIAH: I have no information on that. I wlll 

look into iL 

SHRI S. M. BANERJEE: It is better that the Estimates Committee 
is going into it. 

-t: ~ ~ ~ : ~~, ~ 1jtt~~f,q ~W 
.~ JIToII' t ~ it ~ mrr t, ~..n- It ~ lfmn' i I 'tfili ~ ~ W nif 
-'T ~ ifT"{ ~ if ~nrr ~ 'tifil' t, ~ (( m: ~ ~ ;tT 'ff fiIi ~ ~ 
~ or mrr iIIT1f I ~~ n;:r it ~ ~ Uil ~ ~R It ~I«n' j fit; ~ ~ ~ .., 
~W~~tifT~ ~ tt mf ~ ~ I ~ffiiift~~tfrti 

~ \{.,+CUq(t IfiW ~ " ~~ ~ ~ ~ iift ~ ~ IfiW ~ i fiIr 
~~ m lfI''i~ ~ ii1R iti f~~ ~ ~tt ~ ~ iIfi1fllA' ~ fQit!RT{o ,"0 tto 
m~~tm~ or ~T~~m1ill'i"t~t~WI 

SHRI S. M. BANERJEE: Thi. matter is before the Estimates Com· 
mittee. 

MR. SPEAKER: I know that. Shri Ranga. 

SHRI RANOA: These are the point~ which are fit to be examined 
by one of our financial committees. We have got the Estimates Com· 
mittee as well as the Public Undertakings Committee. I rather wonder 
whether it would be right for us to be interested in one firm in pre· 
ference to some other firm. We are only interested in seeing that public 
money is not wasted by some of the officials who are interested in parti. 
cular finru as against others. I am glad the Minister has said that he 
would enquire into all the facts. He is expected to have enquired into 
.these things and come prepared. At least now, let him enquire into t11f. 
maller and place all the facb before the Estimates Committee. 



APPBNDIX D 

Powers 461.,alttd to the Managln, Dlr«tor by 1M Board t1/ Dlr,ctorl 

Sl. Nature of Powers Powers delegated Financial concurrence/ 
No. to the Managing report to Board 

Director 

C. PurchastS 

41 (a) Acceptance of ten-
ders when open ten-
ders are invited more 
than one valid tender 
i. received and the 
lowest admissible 
tender is to be 
accepted. 

!(i) For Schemes/Works Full Powers 
for which project 
reports have been 
approved by the 
BOard. 

{ii) For schemes/ works Upto Rs. 25 lakhs 
new items of trading 
activities awaiting 
approval only in emer-
gent cases for reasons 
to be recorded in 
writing subject to 
funds therefore being 
found by re-appro-
priation. 

(b) When only a signte Upto Rs. S lakhs 
tender is received. 

-42 Acceptance of limited Upto Rs. 5 lakhs 
tenders for reasons 
to be recorded in 
writing. 

55 
16~ (Aii) LS-5. 

F.e./R.B. (Report 
to Board is nccea-
ary only when the 
value exceedl 
Rs. S lakhI). 

F.e./R.B. 

F.e./R.B. 

F.C,/RB. 



S1. 
No. Nature of Powers 

S6 

Powers delegated 
to the .Managing 

Director 

43 Sanction t~J~~Chases Upto RI. I lakh 
without . for 
tenders in emergent 
cases for reasons to 
be recorded in 
writing. 

44 Sanction to purchaaes Upto Rs. lolakhs 
where the lowest' 
tender is not being' 
accepted for reasoDl 
to be recorded in 
writing. 

Financial concurrence, 
report to Board 

F.C./R.B. 

F.C./R.B. 

4S Supplementary agree- Upto 10% excess over F.C./R.B. 
ments on purchases. the original con-

tract. 



APPENDIX In 

INDIAN OIL CORPORATION LIMITED 

(MARltETING DIVISION) 

254-C, Dr. Annie Besant Road, Worli, BombaY-IS. 

Tender No. OP/TEN-7/6S. 

Sealed Tenders are invited for the supply of oil type barrels as per detail. 
given below :-

I. Place of supply Our installations/IOBL Plant, Bombay and 

2. Quantity required 

3. Commencement of 
supply 

installati,~ns/IOBL Plant, Calcutta. 
There shall be a standing order for a period 

of one year and the supply will be required 
at the rate of 10,000 to 15,000 barrels per 
month at Bombay and 5,000 to 10,000 
barrels per month at Calcutta. 

From March/April 1966 at Bombay and 
Calcutta. 

4. Specifications of barrels 200/210 litre capacity to be made out of IS 
Gauge Steel sheets conforming to IS-
1783-1961 Type 'B'. Painting shall be 
done as per .our specifications. Tenderers 
shall have to arrange for the required 
steel quota. 

S. Price Price should be quoted in the followin, 
proforma: 

I. Cost of steel per tonne. 

2. No. of barrels per tonne of steel. 

3. Cost of steel per barrel. 

4. Fabrication charges should be quoted a. 
under: 

(i) Cost of bungs & flanges separately~ 

(ii) Charges for painting. 
(iii) Labour charges including investment 

Total cost per barrel. 



6. Steel Quota 

1. Earnest money 

8. Security Deposit 

58 
s. Delivery charges per barrel. 

6. Total COSt per barrel delivered at loca-
tions mentioned in item No.1 above. 

7. Taxes, if any. 

In case Corporation arranges for the atee 
quota and decides to invest the money 
then , your quotation for fabrication 
charges should be shown separately in the 
following proforma. 

I. Cost of bungs and flanges. 

2. Charges for painting. 

3. Labol1r charges without investment. 

RI. 10,OOO/-in cash or in the form of Bank 
draft (drawn in favour of Financial Con-
troller, Indian Oil Corporation Ltd., 
Bombay) should be deposited with t be 
Cashier at the Corporation's above addrees 
upto 2.30 p.m. on other days and 11.)0 p.ll) 
on Saturdays. Reference of the receip t 
obtained should be made in the tende r. 
Alternatively, a bank guarantee for Rs. 
10,000/- from a scheduled bank should 
be sent with the tender. The guarantee 
must be on our standard form which shall 
be supplied on request and be accompanied 
with the approval of the Reserve Bank 0 1 
India. Guarantee not fulfillinR: these 
conditi~ ns will not b pled. 
Tenders without Earnest Money arc li-
able to be rejected. 

Security Deposit of Rs. 30,000/- shall have 
to be furnished by the successful tenderer 
prior to signing of the contract. 

~enders shall be addressed to the operations Manager, Indian Oil Cor-
porluon Ltd., 2S4-C. Dr. Annie Besant Road, Worli, BombaY-IS. 

Tendersinot accompanied with the required Earnest Money are liable 
tobe rejected. 

t 
Scaled Tenders duly superscribed as "Tender No. OP/TEN-7/6S las 

date 10.1.1966" should reach the operations Deptt. upt02.00 p.m. on 
I 0.1.66. Tenders shall be opened at 3 p.m. on 10.1.1966 in the presence 
of at tendina tenderen. 
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APPENDIX V 

GoVERNMENT OF INDIA 

MINISTRY OF PETROLEUM AND CHEMICALS 

No. G.4 (102) 164 
New Delhi, the 21st Februo.ry, 196&. 

To 

The Heads of all Undertakings (by name). 

SUbject:-Blacklisting of firms by Government Undertakings. 
Sir, 

I am directed to refer to this Ministry's letter of even number dated 
the 211t January, 1965 on the above subject and to say that as you have 
asreed to follow the Standardised Code of procedure for blacklisting 
as adopted by Government, you are requested to report to this Ministry 
all cases of firms, whene'Ver blacklisted by you, for further processing, as. 
required under the Code. 

Copies of blacklisting orders isued by this Ministry will be transmit-
ted to you. 

Please acknowledge receipt of this letter. 
Yours faithfully. 

Sdl- A. S. GREWAL, 
Deputy Secretary to the Govt. 01 India. 

Copy to the Ministry of Supply and Technical Development, New 
Delhi with reference to the late Deptt. of Supply O.M. No. U (7) 164-Pl 
dated the 2nd May. 1964. 

Copy with a copy of the letter of even number dated the 21st Jan. 
uary. 1965 (with all enclosures) forwarded for information and necessary 
action to:-

US (A) or Section. 
US (PG) IOC Section. 

US m ONG Section. 
(USPR) 2 copies. 

US (RR) g copies. 
US (HS) 08cMV. 

Sdl- S. SUNDRARAJAN, 
Undet' Secy. to the Govt. 01 India.. 



APPENDIX VI 

PURCHASE ORDER 

Prom:-

Indian Oil Corporation Limited (Mar- Order Number: 582/001 
keting Division) Date: 22-6-66. 

254-C, Dr. Annie Besant Road, Worli, -_ 
BombaY-IS WB. CML No. OPS/66/'J28 

M.R.Ref. _ 
Indentors No. OP/49 
Dt. 21-6-66 

To 
MIs Standard Drum & Barrel Mfg. 
Co., Corridor ,Road, Gavanpada Vill-
age, Chembur, BombaY-74. 

Required for: IOBL Plantl 
Wadala/Sewree Installations 
Tender Committee Minutes 
dt. 7-5-66 & Note OP/SS/ 
360S dt. 17-6-66 

DeliVery required at site by: 
·See below. 

Consignee: I.O.B.L. Plant, 
Trombay & our Installations 
at Wadala/Seree. 

Mode of Despatch : Throu,h your 
arrangements. 

Your quotation ref: SDB/78I/XII-6S dt. 3I-u-6S* . 
Please supply the following in accordance with our Tender OPI 
TEN-7/S. Left on 10-1-66. 

Item Qty Unit DESCRIPTION Code No. Unit price Value 
No. 

Rs. Ps. Rs. P,. 

(* Plcsse also refer your letter No. SDB/IC)4I66 dated 30-4-66). 
I. 250000 Nos. New berre1s as per spocifications, 

(Two lakhs & fifty Terms & conditions as Jiven below : 4I' 08 
thousand). p. barrel 

Delivery charges. Sales tax extra 
0'25 

(per barrel, 
(for detaiis please refer 

to clause NO.2). 
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1. Specifications: The drums will be of standard size 2001210 litre 
.capacity, manufactured gut of 18 gauge cold roUed annealed sheets, body 
·.seem welded ends double seemed, one endJitled with Ix2', Ix!,' Trisure' 
-or equivalent bungs. The ,barrels are to be painted by superior quality 
-drum stove enamel CHI per our standard specifications, which is Mobil 
Reel No. 6021263 (or the body and White No. M09231116021004 for the 

.ends. However, should we decide to change the colour spedfications you 
-.shall confirm to it aflerheing given at least a week's notice. to carry out. 
the same . 

'7 

. 2. Prices: 

(a) For stlpplies out of your stul-The price per barrel will be 
Rs. 41.08 plus Sales Tax as appliable plus delivery charges 
of Rs. 0.25 per barrel for delivery to our IOBL Plant Trom· 
ibaYIWadala 'Sewree Installations or any other place within 
.Bombay limits. In the break-up of the price we have taken 
,the cost of tested quality steel as Rs. 1190.00 per !vIT or Rs. 
lH.32 per barrel taking into account 38 barrels per MT and 

'fabrication charges of Rs. 9.76 per barrel. The fabrication 
,charges will remain 'firm till the entire quantity of the order 
is delivered and the same has been agreed to by you. The 
price as quoted in the price column will be for tested quality 
of steel based on the current price of Hindustan Steel Ltd., 
'Routkela. 'However, if the barrels arc supplied from untest· 
ed quality, which the quota holders are getting occasionaly, 
the piice will "be reduced accordingly. In order to verify the 
number of barrels supplied by you from untested and tested 
quality, you will have to produce us the invoices from Hin-
dustan Steel ROllI'kela. so that we can assess the number of 
barrels supplied 'from each quality of steel and payment made 
accordingly. 

l(b) (i) For supplies (Jut of imported stul on our behalf-'We 
shall be supplyingy~u approx. 1792 82 MT of imported steel 
You will be paying us a differential of about Rs. 5.11 lacs i.e., 
the dil[crencebetween the cost of imported steel at approx. 
Rs. 1474.77 per !vIT and t1lat of the indigenous steel Rs. 1190·00 
MT, as confirmed by you vide your letter No. SBBI194166 
dated 30th April 1966. You shall supply us at the rate of 38 
barrelslMT and charge fabrication charges Rs. 9'76 per barrels 
plus delivery charges of Rs. 0.2'5 per barrel. No sales tax will 
'be payable ·by us on barrels supplied out of this steel. Supplies 
shall be made to us first from this steel and only after finish· 
-jng this steel, you shall 8u,rply barrt:ls from your steel. 
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(ii) Yon sh~l(have Lo submit a Bank Guarantee to cover the 
cost of imported steel supplied by us. 

,(c) Supply out of indigenous stul supplied on IOC's quota­
IOC shall try to gel you the steel quota. In case we do not 
get the steel quota you will have to supply the barrels from 
your own steel. If steel is supplied with our investment, then 
contract will be for fabrication charges of Rs. 8.75+Rs. 0.25 
delivery charges per barrel only and sales tax will not be 
applicable. 

~. Delivery Schedule: The barrels will have to be supplied to us as 
per our requirements advised to you by our Head Office or BOM, West-
.ern Branch or Plant Superintendent, IOBL Plant, Trombay with whom 
it will be necessary for you to get in touch for co-ordinating the sup-
plies. You should be in a position to supply minimum of 500 to 1200 
ibarrels per day. 

4. Sub-leasing: You will not be allowed to sub·let or assign any part 
,of our amtract without our prior permission. 

5. Inrpection: With your knowledge we may, at any time arrange 
for the inspection of the barrels during manufacture at your works, so 
long as such inspection does not interfere with your programme of manu-
facture. We also reserve the right to inspect the stock of steel which 
will be held by you and used exclusively for our needs. As already 
agreed by you any barrels rejected either by us or by Defence for any 
reason whatsoever it may be, will be taken back by you, at your cost. 

6. CtJlIceliation of the contract: We reserve the right to cancel this 
<:ontract if you are unable to supply barrels in accordance with the terms 
.and conditions of this contract after giving you one month's notice. 

In the event of cancellation of this contract, because you are unable 
to supply barrels in accordance with the terms and conditions of this 
contract, we reserve the right to take bac.k the balance of steel we have 
provided. 

7, Payment: We shall name full payment for supplies against your 
bills supported by your challan duly receipted by our authorised re-
presentative Western Branch, Bombay. Th~ challans will be receipted by 
our authorised representative at WadalalSewreellOBL Plant, Trombay 
and will be returned to you immediately against deliverr and no further 
documen ts will be necessary in support of your bills. 

8. A ,'bitration: In case of any dispute or difference arising out of this 
contract. the matter shall be referred to the sole arbitration of the Opera- . 
tions Manager, Indian Oil Corporation, Bombay whose decision shall be 
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final ancl binding on the Contractor Is. The contractorls haslhave agreed 
to this teference knowing fully we]] that the arbitrator so agreed is the 
Manager of the Corporation and shall not be open to him to challenge 
the refe] ence and award on this ground. 

9. R'flt. Purchrue: 1£ you are not able to supply the barrels as per 
our reql.irements from time to time we shall have the right to procure 
barrels from any other source and recover tbe additional expenses so in-
curred to a maximum of Rs. 21- per barrel, as pe~ undertaking given 
by you, in the attachment of your letter No. SDBI194166 of ~Oth April 
1966. ]n the cases of failures of supply of barrels, clause No. 11 of the 
agreement will also be applicable. 

10. Srcurity Deposit: Security Deposit of Rs. ~O,OOOI- will be paid 
you in (ash or in the form of Bank Guarantee on our Standard Form. 
duly apl,roved by Reserve Bank of India or Rs. 10,0001- may be paid in 
caah anC'. balance Rs. 20,0001- will be recovered by us from your bills. 
at the fa te of 5 per cent of the value bills. 

11. Agreement: You will have to enter into a formal agreement with 
us (a copy of which is enclosed), within 15 days of the order. 

12. Liquidated damages: If you are not able to supply the barrels as 
per our requirements hom time to time, we shall have the right to recover 
liquidated damages at the rate of 112 per cent of the value of the barrels 
which you fail to deliver on schedule for each and every week or part 
of a week during which the delivery is in arrears, except in the case force 
majeure clauses. 

HI. Recovery: We will be recovering approx. R.s. 5'Il lakhs from billa 
of initial supplies till the above amount is recovered in full. 

for INDIAN OIL CORPORATION LTD. 
Sdl- G. S. PURl, 

Chief Materials Officer. 
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APPENDIX vn 

PURCHASE ORDER 

INDIAN OIL CORPORATION LIMITBD 
(MARKETING DIVISION) 

Messrs. Hind Galvanizing & 
Engineering Co. P\'t. Ltd., 

'96, Garden Reach Road, 
CALCU"M'A-2f 

Order Number: OP/36oS(HG) 
Date:- 24-10-1g66 

Required for: I.O.B.L. Calcutta/ 
Paharpur/Budge-Budge. 

Process Sheet Ref:-Tender Committee 
Minutes dated:7-S-Ig68 

Delivery required at site by:- See note 
below. 

Consignee:- I.O.B.L, Calcutta/LOC. 
Installation, Paharpur, Budge-
Budge. 

Mode of Despatch: Through your arrangement. 

Please supply the following in accordance with your Tender OP/f'BN-7/ 
1965 

Item Quantity Unit 
No. 

Description Code Unit Value 
No. Price 

Rs. Rs. 

" Please also refer: 

(I) HG/RLJj67/68 dated 6-1-1966 
(2) HGjHGO : NK/1717/66 dated 30-4-1966 
(3) HG/BOMjA-264/66 dated 7-9-1966 -------_.------
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3 
(4) Joint agreement letter 

between IOC/HGBC of 
20-9""1966 

----. ----

250000 No 1 • New barrelR as per spedfi- See price column 
cations and other details. below. 
given below: 

I. Specifications: 

The drums will be standard 
size 200/210 litre capa-
city, manufactured out 
of 18 gauge cold rolled 
cold annealed sheets (or 
of hot rolled steel if cold 
rolled steel is not made 
available to you by the 
Steel Mills 

DESCRIPTION 

body seam welded, ends double seamsd, one end fitted with 1 x 2" and~ 
1 x i" "Trisure" Bungs. The barrels are to be painted with superior 
quality drum stove enamel as per our standard specifications which i&. 
Mobil Red No. 6021265 for the body and white No. 9251116021004 for 
the ends. However. should we decide to change the colour specifications. 
you shall confoml to it after being given two weeks' notice to carry out. 
the same. 

2. Prices 

(i) The price per barrel will be Rs. 36.58 plus Sales tax, as applicable •. 
plUS' delivery charges of Rs. 0.75 per barrel for delivery to our IOBL 
Plant, Paharpur or any of our Installations or any other place; within 
Calcutta limits. and including loading into wagons, if needed. 

(ii) In the break-up of price we have taken the cost of tested quality 
of cold rolled steel at Rs. 1186.00 per M.T. or Rs. 31.21 per barrel tak-
ing into account 58 barrels per MT, and fabrication charges of Rs. 5.57' 
per barrel. 

(iii) The fabrication charges shan remain constant throughout the-
pendency of this contract. 

(iv) The price as quoted above (ii) will be for tested quality of steel' 
based on the current price (prevailing on the date of your quotation) of 
Mis. Hinduslan Steel Ltd, Rourkela. However, if the barrels are suppliecl 
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from untested quality, which the quota holders are getting occasionally .. 
the price will be reduced accordingly. In order to verify the number of 
barrels supplied by you, from untested and tested quality, you will have' 
to produce us the invoices from Mis. Hindustan Steel Ltd., Rourkela, SGo 

that we can assess the number of barrels supplied from each quality of 
steel, and payment made accordingly. 

(v) If supplies are made out of our steel with our investment and' 
delivered to you, the fabrication charges shall be Rs. 4.87 per barrel ana 
the delivery charges will be Rs. 0.75 per barrel. No Sales Tax will be 
applicable. 

(vi) Rebates 

The above prices quoted under (i), (ii) & (v) are inclusive of a re-
bate of Rs. 1.05 per barrel offered by you on the following understanding: 

IOC will uplift the entire ordered quantity of 250,000 barrels within 
the shortest period. IOC will draw its requirements upto 25,000 barrels, 
per month from you, which is the maximum delivery schedule quoted by 
you. In case IOC's requirement exceed 25.000 barrels per month. you 
shall be advised accordingly. You shall confirm your ability to supply 
the additional requirement within 15 days from the date of advice, fail-
ing which we may place order on any other party without financial liabi-
lity on you for the additional quantity. 

If you fail to supply barrels as per our requirement from time to time' 
within the maximum limit of 25,000 barrels per month, we shall have the-
right to procure barrels from any other source and recover the additional 
expenses so incurred subject to a maximum of Rs. 2.00 per barrel, froDl' 
you. We shall not purchase any rube drums from any other manufactu-
rers in Calcutta during the period of the contract subject to the forego inc: 
conditions. 

(vii) For such steel supplied by us to you for fabrication of barrels,. 
you shall have to submit a bank guarantee to cover the cost of steel. 

S. Delivery Schedule 

The barrels will have to be supplied to us as per our requirements: 
advised to you by our H.O. or BOM, Eastern Branch or Plant Manager, 
IOBL. Plant, Paharpur with whom it would be necessary for you to get 
in touch for co-ordinating the supplies. You should be in a position too 
deliver a minimum of 500 barrels to a maximum of 1000 barrels per day .. 
You have agreed to a delivery of 25.000 barrels per month. 



-4. Raw M ateriais 

We shall try to get you the steel quota, but our l.8Iistance towarda 
procurement of steel from the Indian Steel Mills will be procedural in 
accelerating the despatches of steel to you, utilising our good offices. No 
financial assistance whatsoever in the procurement of steel shall be made 
.by us. You wtll be, therefore, responsible for procuring the necessary raw 
materials for the execution of this order. 

"5. Sub Leasing 

You will not be allowed to sublet or assign any part of our contract 
without our prior pennission . 

.6. Inspection" 

With your ko~wledge we may at any time arrange for the inspection 
·of barrels during manufacture at your works, so long as such inspection 
does not interefere with your programme of manufacture. We also re-
'Serve the right to inspect the stocks of steel, which will be held by you 
and used exclusively for our needs. As already agreed by you, any bar-
"f'els rejected either by us or by Defence for any reason whatsoever it may 
be, will be taken back at your cost. 

'7. Cancellation of the contract 

We reserve the right to cancel this contract if you are unable to sup-
ply the barrels in accordance with the terms and conditions of this con-
·tract after giving you a month's notice. In the event of cancellation of 
'this contract because you are unable to supply barrels in accordance with 
the terms and conditions of this contract, we reserve the right to take 
back the balance of steel which we may have provided. 

:8. Payment 

We shall make full payment for supplies against your bills supported 
by your challans duly receipted by our authorised representative Eastern 
Branch, Calcutta. The challans will be receipted by our authorised :re-
presentative at PahaipurIBudge-BudgeIIOBL, Plant, Calcutta and will be 
returned to you immediately against delivery and no further documents 
will be necessary in support of your bills. 

"9. Security Deposit 

Security Deposit of Rs. 30,000 will be paid by you in cash or in the 
form of bank. guarantee in our standard fonn duly approved by the R.e-
.serve Bank of India or Rs. 10,000 may be paid in cash and balance 
Rs. 20,000 will be recovered from your bills @5 per cent of the value of 
the bills. . 
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to. Risk Purchase 

If you are unable to supply the barrels as per our requirements from 
time to time, we shall have the right to procure the steel barrels from 
any other source and recover thet additiol1;al expenses so incurred to a 
maximum of Rs. 21· per barrel from you. 

11. Liquidated Damages 

If you are unable to supply barrels as per our requirements from time 
to time, we shall have the right to recover liquidated damages @l% of 
the value of barrels, which you fail to deliver on schedule for each and 
every week or part of a week during whicll the delivery is in arrears ex-
cept in case of force majuere clause. 

In view of the restricted steel availability; it has been agreed that in 
the t'vent of closure of steel mills or a definite drop in the production I 
supply of steel to the Drum Industry which would be known to the in-
dustry, liquidated damages will not be applicable and such eventualities 
will be treated as force majuere. 

12. You will have to enter into a formal agreement with us within IS 
days of this order. 

l~. Arbitration 

In case of any dispute or difference arising out of this contract the 
matter shall be referred to the sole arbitration of the Engineering Mana-
get, Indian Oil Corporation, Bombay whose decision shall be final and 
binding on the contractor Is. The contractorl8 haslhave agreed to this 
reference knowing fully well that the arbitrator so agreed is the Engi. 
neerin~ Manager of the Corporation and it shall not be open to him 
to challenge the reference and award on this ground. 

163 (aii) LS-6 

For INDIAN OIL CORPORATION LIMITED 
Sdl- (S. P. Bhatnagar) •. 

ENGINEERING MANAGER. 



Eastern Branch 
No. EBAINVRI67-68IH 
May 16, 1967 

APPENDIX VIlI 

Operations Manager, H.O. 
Increase in prier. of Drums manufactured by Mis. Hind Galvan;:.ing &: 

Engineering Co., Pvt., Ltd. 

This has reference to the discussion Mr. T.V. Ramchandrani and 
writer had with Mr. S. S. Saxena in connection with the above order 
duTing the latter's visit to the office on 1st May 1967. 
As discussed and arranged, please note. 

(a) That we are immediately arranging to recover the Security De-
posit of Rs. ~O,OOOI- as contrary' to what we have been given to under-
stand by M Is. Hind Galvanizing and Engineering Co., Pvt., Ltd., you 
indicated that neither cash deposit nor Bank Guarantee to-
wards the Security deposit of Rs. ~O,OOOI- as called for in Clause No.9 of 
the above order, had been arranged by them with you. 

(b) That we required for our records and dealing with HGEC here, 
a copy of their acceptance of the proposals made to them by you in your 
letter Ref. OPISSS-~605 (HG) dated 6th January )967. 

(c) That in view of your writings vide para (iii), under 'Clause No. 
2-Price', in your letter No. OPISSS-8605 (HG) dated 6th January '67 to 
HGEC, we would like to be advised the basic cost of tested quality coIled 
rolled steel on the basis of which the price of Rs. 1,1861- per metric 
tOll referred to in Clause No. 2 (Prices) (ii), on your above quoted order 
has been arrived at. This, you agreed, to provide us by reference to 
HGEC's final and revised quotation dated 80th April 1967 of which, un-
fortunately, we do not have :t copy. 

(d) We require the procedure to be followed to determine the effec-
tive date from which the price variation on account of increaseldecrease 
on basic price of steel andlor statutory taxes etc., is to be applied with 
reference to the dates on which supply of drums has been effected. A. 
you k.now, the increase in price of drums which HGEC are claiming is 
for deliveries effected from 15th August, 1966, on account of the increue 
in the basis of price of steel with effect from 22nd April ]966 and Centra' 
Sales Tax with effect frorn 1st July 1966. Mr. Saxena mentioned that the 
effective date from which the increase claimed by HGEC is to be 
given effect to should be determined with reference to the statements of 
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.old .tocks of steel sheets at various dates. As alated above, please let ua 
bow precisely in what form and for what periods we should call for the 
.old stock statements from HGEC. 

(e) We require from you detailed procedure to be followed to ensure 
that the payments effected by us are correctly related to the supply of 
drums manufactured out of tested quality and untested quality steel. 

As you know, the claim for the increase in price from HGEC has 
been pending for a long time, and we would, therefore, appreciate it if 
you will kindly arrange to let us have your reply to the points raised 
above at an early date. 

Sdl· N. V. RAJAGOPALAN, 
Asst. Financial Controller (II) 1 

cc. BOM]E. Branch (Attn. Mr. T. V. Ramchandrani) This haa 
reference to our discussion and the attached note sheet. You may please 
arrange to advise HGEC that pending receipt of the above clarifications, 
their claim has been kept in abeyance. 

cc. DFC (II) HO we would appreciate it if you will kindly arrange to 
liaise with Mr. Saxena and clarify the above points. 



APPENDIX IX 

H.O. Operations Department 
OP]NNGI!'605 (HG) 
2nd June, 1967 

Eastern Branch (Attn. Shri N. V .. 
Rajagopalan), AF (II) 

Increase in price of Drums manufactured by Mis. Hind Galvanizing and 
Engineertng Co., Order No. OP: S605 (HG) dated,24th October 

1966 for 2,50,000 drums 

Reference is made to your letter No. ERA:NVR:67-68114 dated 16th 
May 1967 seek.ing clarification of certain points mentioned therein. Your 
points are clarified seriatim as under:-

1. We confirm that we have not tak.en Security Deposit from Hind 
Galvanising as per Clause 9 of the subject order. As a matter of fact, 
this was to be handled at Branch level. Please ensure that you take 
the required amount of Security Deposit from them either in cash (re-
coverable from their bills) or in the fonn of Bank. Guarantee. 

2. From our records we find that a copy of our letter No. OP:SSS:!'60S 
(HG) dated 6th January 1967 was sent to your B.F.C. also. However, 
as required by you, we enclose one more copy of the same for your refer-
ence and record. 

8. We do not have break up of the cost of steel mentioned in the 
purchase order and therefore, we are not in a position to give the same 
to you. Moreover, price variation to the party will be allowed on the 
basis of total cost of the steel and' not the base price of the steel. 

4. Government levies statutory varIations have to be allowed from 
the date of their effectiveness. Any variation in the ('Ost of steel will be 
allowed from the date on which Hind Galvanising consume the exillting 
IItock and start using the stocks received by them at the revised rate. By 
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way of illwtration if the base price of steel is increased w.e.f. 1st June 
1967 then thia increase will be allowed to them. only after they have 
.consumed the entire stOCK of steel held by them on lst June 1967. 

5. As regards procedure to make payment for teatedluntested quality 
,ateel barrels, please refer to Clause 2 (iv) of the Purchase Order. Accord-
,ing to this clause, the quality and quantity of steel received by Hind Gal-
·vanising has to be verified with the invoices of steel suppliers. 

Sdl- Manager, Procurement (Containet'l) 

.End: as above 

ce. Eastern Branch (Attn: Shri T. V. Ramchandrani). 



APPENDIX X 

Operations Department RO. 
OPINNCJ~605 (HG) 

8th June, 1967. 
Eastern Branch 

Attn. BFe 

Purchase order No. OP: SG05 (HG) of 24th October, 1966 on Hind Gal-
vanizing for 2,50,000 new baTTels- ' 

Your attention is drawn to sub<lause No. (i) and (ii) of clause-2' 
of our subject purchase order. As per these sub-clauses, the rate per 
barrel is based on the cost of tested quality steel RI. 1,186,00 per M.T. 
Please ensure that payment to Hind Galvanising for barrels supplied by 
them is made as per the conditions of our order. The cost of steel ele-
ment of Hind Galvanising's bills should be verified from the invoice of 
steel supplien to ensure that correct payment is released to them. Any 
variation in the cost of steel from RI. 1,186.00 per M.T. shoufd be veri-
fied from the invoices of steel suppliers and proportionate increase or de-
crease in the cost of barrels granted to them accordingl,. 

Please acknowledge receipt and confirm 'JOur undentanding of tile-
above. 

Sdl- M4Mger, Procurement (Container,) 

cc. Eastern Branch (Attn. BOM) :-for information 
cc. DFC-I1 for information. 
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N. Krishnaswami 
Industrial Adviser (Engg.) 

APPENDIX XII 

No.SQISPII I-781446D 
Government of India, ,Dte. GenI. of Technical 

Development, Udyog Bhavan 
New Delhi. 

Mis. Hind Galvanising and Engg. Co. (P) Ltd., 
I l, Goha Road, 
Howrah 

Dear Sirs, 

Uth October, 1966. 

You are already aware that two sets of quuta certificates have already 
been issued over and above your normal S.P.I. quota for specifically meet-
ing the needs of the orders placed by the oil companies on you for manu-
facture and supply of Lube Barrels. With the third quota certificate re-
cently issued the total allocation, of this special release in your favour 
comes to !SI86 tonnes, which is strictly in proportion to the total avail-
ability and the orders booked by the oil companies. We have been to 
understand that the orders on your concern are as follows: 

Nos. 

Burmsh Shell 
Bao 
Caltell: 

t.O.C, 

1,0001 
30.000 } 
27.000) 

2.50,000 

Proportion 

1 

s 

From the above you will see that the order placed by the Indian Oil 
Corporation on your concern is substantial and bears a proportion of 5 
barrels by loe as against 1 barrel by the three other oil companies. 
Since this special release has been made to ensure that the oil companies 
get their adequate supplies on time for packing of lubricants, it becomes 
necessary for your concern tot supply them in proportion to the order 
placed. I would, therefore, request that you maintain this proportion, 
namely for !S barrels that 'You supply to IOe, you ma'Y supply I barrel 
to the other three oil companies put together. This does not necessarily 
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mean that you should effect supply of the first five barrels to IOC and 
the latter one banel to the oth~ oil companies. All that we are interest-
ed ill that you should maintain this proportion 80 that when you review 
the weekly supply' position this proportion should more or leu of 
maintained. 

YOU" faithfully, 
Sdl- N. KRISHNASWAMI. 

(I) Indian Oil Corporation Ltd., 254:-C, Dr. Annie Beasant Road, 
Worli, Bombay 18 WB (Atten: Shri Bhatnagar-Engineering Manager). 

(2) Shri Sundarajan, US, Min. of Petroleum and Chemicals, New 
Delhi. 

Sdl- N. KRISHNASWAMI~ 



APPBNDIX XIII 

Articles of Agreement of reference to Arbitration 

Articles of Agreement of reference to Arbitration made at BombaY' 
this day of one thousand nine hundred and. sixty seven between Indian. 
Oil Corporation Limited having its Registered Office at 2M-C, Dr. Annie 
Beasant Road, Prabhadevi, Bombay-25 DD (hereinafter for brevity'S sake 
referred to as "the Corporation") of the one part and Mis. Hind Galva-
nising and Engineering Company Private Limited, 96, Garden Reach· 
Road, Calcutta-23 (hereinafter for urevity's sake referred to as "the Sup-
plier") of the other part. 

Whereas the Corporation had agreed to purchase from the Supplier 
and the Supplier had agreed to sell to the Corporation 2,50,000 numbers 
IS-guage barrels meant for lubricating oil. 

And whereas disputes and differences arose between the Corporation 
and the said Supplier, as regards the determination of price chargeable I 
payable for the supply of the said barrels being suppliedlto be supplied 
by the said Supplier to the Corporation. 

And where~ the said disputes and differences will appear from the-
correspondence exchanged between the Corporation and the said Sup-
plier. 

And whereas the parties hereto have agreed to refer the said disputes-
and differences to the arbitration of the General Manager of the Colpo-
ration. 

Now thete presents witnesses as follows:-

1. All disputes and differences between the parties hereto and arising 
out of and in connection with and of incidental and in relation to the 
respective rights, claims, duties and obligations as the case may be arising 
out of the aaid agreement of the Purchase of the Corporation and 
sale by the Supplier of the said 2.50.000 lS-aguage barrels are hereby 
referred to Arbitration, determination and award of the General Mana-
ger of the Corporation. 

2. The said Arbitrator shall take all such evidence as the parties 
hereto are desirous of lcac.ling and accept in the absence of oral evidence 

81 



82 
in the nature of affidavits as the parties hereto may desire him to take on 
'file in relation to the disputes and difference between them . 

. S. The laid Arbitrator shall make and publish his award within four 
months from the date of the execution hereof in accordance with the pro-
visions of the Indian Arbitration Act, 1940. The parties hereto may by 
consent in writing from time to time extend the date of the said Arbitra-
tor to make and publish his award for such further period as may be 
necessary and required and thereupon the period for the making of the 
'said award shall be extended accordingly. 

IN WITNESS thet'eof the parties have hereunto set and subscribed 
their respective hands and seals the day and year first hereinabove 
"Written. 

Signed, sealed and delivered by the 
within named Indian Oil Corpo-
ration Limited in the presence of 

Signed, sealed and delivered by the 
.. within named Messrs. Hind Galva-
. nisina Bngg. Co. Pvt. Ltd. in 
the presence of 

-------
Sd/. (D. B. PURl) 

Stcr6tary, 
for and on behalf of I"dian 

Oil Corporation. Ltd. 

Sd/. (S. G. KHAITAN) 
Director . 
12-8-67 



APPENDIX XIV 

INDIAN OIL CORPORATION LIMITED 
(MARKETING DIVISION) 

254-C, Dr. Annie Besant Road, Worli, Bombay-I 8. 

Contract for supply of 2001210 litre barrels at Bombay 

THIS AGREEMENT in pursuance of Work Order No. 5821001 
dated 22-6-1966 made this Twenty third day of June One thousand nine 
hundred and sixty-six between INDIAN OIL CORPORATION 
LIMITED, a Corporation incorporated under the Act of Parliament 
having its registered office at 2M-C, Dr. Annie Besant Road, Worli, 
Bombay-I8 hereinafter called "Corporation" (which expression shall 
include its successors and assigns) of the one part and of Sdl- Popada! 
of Messrs. Standard Drum and Barrel Manufacturing Co., a firm carrying 
on business at Gavanpada Village Chembur, Bombay Limited a 
Company incorporated under the Indian Companies Act and having itl. 
registered office at Corridor Road, Gavanpada Village, Chembur, 
Bombay-74 hereinafter called "Contractor Is" (which expression shall 
include his heirs, executors, administartors and assignslpartner or 
partners for the time being constituting the said firm their or his sur-
vivors and their respective heirs, executors, administrators and assignsl 
its successeors and assigns) of the other part WHEREAS the Corpora-
tion is desirous of having executed certain works for the supply ot 
standard 2001210 litre barrels for the Corporation at its Installation 1 
I.O.B.L. Plant at Bombay as specified hereinafter AND WHEREAS the 
Contractor Is haslhave 'agreed with the Corporation for the supplyl 
handling as is hereinatfer prov'ided now THIS AGREEMENT WIT-
NESSETH AND IT IS HEREBY AGREED by and between the parties 
hereto as follows:-

1. (a) The Work Order mentioned hereinabove shall form a part 
of this agreement. 

(b) The Contractor Is shall manufacture and supply at the' 
Corporation's Installation I I.O.B.L. Plant at Bombay 2001210 
litre barrels complete with leak proof bungJ conforming to-
Indian Standards Institution's specification detailed in (c). 
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(c) The barrels will be of standard size 2001210 litrea capacity, 
manufactured out of 18 G. hot or cold rolled steel, body 
welded, ends double learned one end fitted with one 2" and 
one ~14" "Trisure" or similar quality bungs. In case the 
colour specifications are altered by the Corporation, the 
Contractor's should conform to it after being given a week', 
notice to carry out the same. 

(d) The number of barrels to be supplied by the Contractorls 
against this contract shall be 2,50,000 at the rate of approxi-
mately 20,000 Nos. pel' month. 

{e) The Corporation reserves its right at its option to inspect 
the goods being manufactured at site and ensure that the 
materials used and the workmanship are according to specifi-
cations. The Contractor Is shall execute the whole and every 
part of the work and goods in a most substantial and work-
manlike manner both in regard to the material and every 
other respect in accordance with the specifications. The 
contractor Is shall also confonn exactly. 

(f) Any barrel received in damagedlunserviceable condition at 
the InstallationlI.O.B.L. Plant will be replaced by the 
Contractor. s without any additional charge. 

(g) The Contractorls will arrange for handling and stocking of 
empty barrels for transport to the storage point assigned 
by the Corporation. 

2. Any goods rejected by the Corporation (delivered at the 
Corporation's premises) will be cleared by the Contractor!s' 
within 72 hours of the notice of rejection given to the 
Contractorls by Corporation's authorities. Failure by the 
Contractor/s to carry out this will render the Corporation to 
perform the above said activity and charge to the Con-
tractorls' 'account any expenses incurred thereon. The 
Corporation's statement of expenses on this matter shall be 
final and not subject to dispute. 

3. In respect of the various services rendered by the Contractorls 
. under item 1 above, the Corporation shall pay to the Con-
tractorls at the rate as· specified in the attached schedule 
'A', 
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That the rates specified in the schedule fA' attached hereto 
Qf any substituted schedule as provided herein will apply and 
it is agreed that the Contractorls will not be entitled to any 
extra allowances. 

-t. The Corporation will endeavour to provide the necesseary 
quota of drum sheets for manufacture of barrels for the 
Corporation exclusively. In such cases, the Contractorls shall 
submit proper returns as to the utilisation of the quota, al 
prescribed by the Corporation. The Contractor shall abide 
by the existing Iron &: Steel Control Regulations. 

5. The Contractor Is agreeslagree and undertak.eslund.ertake to 
duly perform and complete the said works set out herein-
above within a reasonable time, after instructions to that 
effect are illsued by the Corporation. The said works shall 
throughout the stipulated period of the contract be pro-
ceeded with all due diligence, promptness, care and accuracy 
and in a workmanlike manner to the satisfaction of the 
Corporation and shall be completed in accordance with the 
specifications, designs, drawings and instructions on or before 
the aforesaid due date time being of the essence of the 
contract on the part of the Contractorls. The requirements 
will be intimated from time to time and the Contractorl' 
must meet the same. If delivery is delayed Corporation shall 
have the right to recover by way of ascertained and liqui-
dated damages a sum equivalent to one half of one percent 
of the (:ootract value of delayed supplies for each week or 
part of the week., the Contractor is in default, it being under-
stood that liquirlated daDges will not apply if delivery 
is delayed on account of the usual force majuere clause. 
This would be without prejudice to any other right to 
remedy available in that behalf to appropriate the Con-
tractorls' security deposit and take any other measures 
under other dauses of this contract, whether or not actual 
dam~ge i~ caused by such default. 

6. The Contractorls shall submit to the Corporation bills by a 
stipulated date and in the form prescrIbed by the Corpora-
tion for payment at the Corporation'. office duly certified by 
the Corporation's Installation. ManagerlPlant Superinten-
dent to whom the Contractor!s islare attached. 
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7. That th~ compliance of all Government Rules and Regula-
tions regarding employment and working conditions of per-
sonnel, including various statutory facilities shall be provided 
for by the Contractorls. The Contractorls will be responsible 
for any fines for non-compliance of any such Rules. 

8. The Contractorls shall maintain all records as required under 
the Factories ActlPayment of Wages ActlWorkmen's Com-
pensation ActlEmployees State Insurance Act or any other 
Act in force at that time. These records will be open for 
inspection by the Corporation's representatives as and when 
requir~d. 

9. All labour, work.men and persons employed by the Contractor!s 
shall not be on account of the Corporation and shall be 
deemed to be Contractor's own labour so that no service 
conditions, p~yment liabilities, retrenchment compensation 
or any other labour liability in respect of such persons would 
attach to the Corporation and the Contractor's will have to 

indemnify the Corporation against the same. 

10. That the Contractor Is agrees I agree to employ competent and 
efficient employees and operators to ensure that the work is 
done correctly. Any loss caused on account or Contractor/so 
employees negligence, or any other sub-agents including road 
transport employed by him, theft, default or any omission or 
conduct shall be made good by the Contractorls. The Contrac-
tor Is' employees and representatives inside the Corporation's 
InstallationlPlant if any should conform to the Corporation's 
working Rules. 

11. In the event of the Contractor Is not fulfilling the contract in 
time or committing a breach of any of the conditions, terms 
and provisions of this contract the Contractorls shall render 
himself/themselves liable to pay compensation that may be 
fixed by the Corporation including forfeiture of the Security 
Deposit paid hereunder and the Corporation shall have the 
additional power to adopt any or several of the following cours-

. es which the Corporation may deem best suited to Its own 
interest)-:-

(a) To r~ind the (:9ntra!:t and forfeit the Securi~y Deposit of the 
Contractor Is which shall stand fQr the ~ime being and shall 
be 'ab~ojutely at the disposal of the CorpOration. 
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(b) To employ labour and supply materials to carry out the 

works or any part of the works debiting the Contractor/_ 
with the costs of labour and price of the materials and the 
costs of other services in respect thereof as to the correctness 
of which costs and price the certificate of the Corpora-
.tion shall be final and conclusive against the Consra-
etorls and crediting the Contractor/s wi~h the value 
t()f the work done in all respects and in the manner 
:and at the same rates as if it had been carried out by 
the Contractor/s under the terms of this contract and 
in that case the certificate of the Corporation as to the 
value of the work done shall be final and conclusive 
against the Contractor/so . 

'c) To order that the work done by the Contractorj8 upto the 
period be taken and to that such part thereof as shall be un-
executed out of their hands and to give it to another Con-
tractor/s to complete in which case any expenses which may 
be incurred in excess of the sum which would have been paid 
Ito the original Contractorls if the whole work had been exe-
,cuted by him/them and as to the amount of which exceS!! a 
.certificate in writing of the Corporation shall be fmal and 
conclusive shall be payable by the original Contractorjs and 
iihall be deducted from any moneys due to him/them by the 
Corporation under the contract or otherwise or from the Se-
curity Deposit or proceeds of the sale thereof or sufficient part 
thereof. 

12. In the event of any of the courses mentioned in the preceding 
clause being adopted by the Corporation the Contractor Is 
shall have no claim to compensation for any loss sustained 
by himlthem. In the case of the contract being rescinded the 
Contractor!s shall not be entitled to recover or be paid any 
sum for any work thereunder actually performed by himlthem 
unless and until the Corporation shall have certified in writ-
ing the performance of such work and payment to them in 
respect thereof and helthey shall be only entitled to be paid the 
amount so t:ertified after deduction of all loss. damages and 
expenses suffered by the Corporation. 

IS. If the goods to be supplied are not in accordance witb the qua-
lity or specifications the Corporation shall be entitled to tak.e 
action under the provisions hereof as if the Contractorls hasl 
have committed a breach of the contract provided that 15 days' 
notice to the Contrartorjs will be Jtiven to remedy his/their 
breach of the contract and the Contractor!s will not have any 
claim for compensation for any loss sustained by himlthem 
owing to such action. 

1634 LS-7. 
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H. In any cue in which any of the powen conferred upon thtt 

Corporation have become exercisable and the same shall not 
have been exercised, the non-exercise thereof shall not conatituttt 
a waiver of any of the conditions herein and the Corporation 
will be entitled at any time in future to take such action u 
it may entitle to for the past or the present default of the Con. 
tractor/a. 

15. The Corporation shall have full right to inspect the goods prior 
to and after the manufacture and allO at the time of the d~U. 
very to be given to the Corporation. Even if such goods artt 
not inspected at or prior to the delivery the right of the Cor. 
poration to reject the defective goods will not be deemed to be 
waived. Once goods have been passed finally Contractor,. 
responsibility c~ases. 

16. No payment shall be made for any work till after the whole of 
the work. shall have been completed and a certificate 01 com. 
pletion as to the proper quantity and quality of Corporation is. 
given. The Corporation may however at their own option pay 
. to the Contractor /s on his/their submitting a bill any amount 
proportionate to the part of the work then approved and pu-
sed by the Corporation. The Certificate of such approval and 
the passing of the sum so payable shall be final and conclusive 
against the Contractor/s. All such intermediate payments shall 
be regarded as payments by way of advance against Snalpa}'. 
ment only and not as payment for work actually done and 
completed and shall not preclude the Corporation from requir. 
ing any bad unsound imperfect or unskilful- work manufaelur 
ed to be taken away and reconstructed and or re-erected nor 
shan any payment be considered as admission of the due per-
formance of the contract or any part thereof. 

17. All works under or in the course of execution or executed in 
pursuance of this contract shall at all times be open to inspec-
tion and supervision of the Corporation and their authorised 
representatives and agents. The Contractorls shall at all times 
durinjl; usual working hours and at other times after having 
received reasonable notice allow thc Corporation and their au-
thorised representatives and al!ent~ to visit the works and to 
carry out their necessary duties, orders and instructions. 

)8. This contract shall not be assign cd or transferred in any manner 
whatsoever without previous written approval of the Corpora-
tion. If the Contractor/s shall assign or transfer or attempt to 
do so, the Corporation may by notice in writing rescind the 
contract in which event the Security Deposit of the Contrac-
torls shall stand forfeited and !>hall be absolutely at the dispo-
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aal of the Corporation and for all purposes the same come-
quence shall ensue as if the contract haa been rescinded and 
in addition thereto the Contractorjs shall not be entitled to re-
cover or to be paid for work thereto fore actually performed 
under the contract. 

19. The Contractorls shan be bound and liable to pay all local taxeI, 
ceases, excise and custom duties, sales tax, income-tax or any 
other cess, levy, tax, fee, duty or payment to any State or Cent-
ral Government or any other public authority or authoritiea 
in respect of each and every item of the goods to be manu-
factured or supplied. 

20. The Contractor/s within 50 days after the offer of contract by 
the Corporation shan deposit a sum of RI. 50,OOO/-(Rupees 
Thirty Thousand only) for the due performance of the work 
by the Contractor/s and observance of all conditions hereof and 
and it shan be lawful for the Corporation to appropriate the 
entire deposit or any part thereof against damages, costs, char-
ges Ot expenses arising out of the Contractor/s failure to ob-
serve any of the tenns and conditions of this contract and to 
call upon the contractor to maintain in deposit at its original 
fonn:-

"The Contractor may give the Security Deposit in any of the following 
fOTJll:-

(1) In cash on which no interest will be allowed. 

(2) Government Securities at 5 per cent below their market value. 

(lI) (i) Deposit Receipts of the State Bank of India. 

(ii) Guarantee Bonds executed by the State Bank of India. 

(iii) Pay Orders or demand drafts of the State Bank of India. 

(4) Guarantee Bonds executed by Scheduled Banks, and approved 
by the Reserve Bank of India in the prescribed form (Specimen 
attached). 

(5) A deposit in the Post Office Savings Bank, hypothecated to the 
Financial Controller, Indian Oil Corporation Limited. 

(6) Deposit in National Savin~s Certificates/12 year National Plan 
Savings Certificates." 

One third of the deposit recoverahle on this basis should be deposited 
by the Contractor in lump sum at the time of execution of the 
aifeement and the balance will be recovered @5 per cent from 
each bill. 
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In ~e event of the Contractor failing to make the deposit in the man-
ner above said he shall be liable to forfeit any money lodged 
with the tender by him and Corporation shall be entitled to 
cancel the acceptance of the tender. This is without prejudice 
to the other remedies under the contract or in law open to the 
Corpora tion. 

21. The Contractor Is shall be responsible for and shall pay any com-
pensation to their employees payable under the Workmen's 
Compensation Act 192!J and 19!J!J and the amendments thereto 
for the injuries caused to the workmen. The Contractorls shall 
be responsible for any pay, expenses for providing medical 
treatment to any employees who may suffer any bodily injury 
as a result of any accident. The Contractor/s shall be liable 
for all payments to his/their staff employed for the performance 
of carrying out of the said work and the Corporation shall in 
no event be liable or responsible (or any payment and the Con-
tractor/s shall keep the Corporation indemnified against the 
same and from all proceedings in respect thereof. In every 
case in which by virtue of the provisions of Section 12 sub-sec-
tion (1) of the Work mens Compensation Act 1923, the Corpo-
ration is obliged to pay compensation to a workman employed 
by the Conlractor/s in execution of the works. the Corporathn 
will rewver from the Contractor Is the amount o[ the c"mpen-
sation so paid, and without prejudice to the rights of the Cor-
poration under section 12, !lub-section (2) of the said Act, the 
Corporation shall be at liberty to recover such amount or any 
part thereof by deducting it from any sum due- bv the Corpora-
tion to the Contractor/s whether under this contract or other-
wise. The Corporalion shall not be hound to contest any 
claim made against it under seclion 12. sub-section (I) of the 
said Act except on the written request of the Contractor /8 and 
upon his/their giving to the Corporation full security for all 
costs for which the Corporation might become liable in conse-
quence of contesting such claim. The Corporation shall not be 
liable for any labour claim demand or payment of whatsoever 
nature in relation to the goods to be manufactured, supplied 
or delivered or services to be rendered and the Cuntractor/. 
ahall indemnify and keep the Corp?ration properly indemnified 
from and against the same and if the Corporation is required 
to discharge any such claim, demand or payment the Corpo-
ration will have absolute right to adjust the same against the 
Security Deposit and further require the Contractorls to pay 
and reimburse the Corporation and to deposit further Secu-
rity and other amount. 

22. Any goods, materials, plant, machinery, stores etc. lying or re-
maining with the Contractor Is or in their possession or POWel 
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at the time of the termination or rescinsion or completion of 
the contract under any of the provisions hereunder .h:,ll be 
immediately handed over and returned to the Corporation in 
proper state and condition and without any payment of com-
pensation or any other amount whatsover. 

25. In case of any dispute or difference arising out or this agree-
ment, the matter shall be reff'rred to the sole arbitration of the 
Operations Manager, Indian Oil Corporation, Bombay whose 
de(.jsion shall be final and binding on the Contractor/so The 
Contractorlhaslhave agreed to this reference knowing fully 
well that the Arbitrator so agreed is the Manager of the Cor-
poration and it shall not be open to him to challeIlge the refe-
rence and award on this ground. 

24. This agreement wiJI be binding on the Contractor/s until the 
quantity of barrels under Clause I is delivered to the Corpora-
tion. Notwithstanding any thing hereinbefore contained, the 
Corporation reserves the right to terminate this contract at 
any lime after giving SO days notice to the Con tractor Is. 

25. It at any time during the continuance of this contract the per-
formance in whole or in part by either party of any C'bligation 
under this contract sh;t11 be prevented or delayed by reason of 
any war, hostility, act of the public enemy, civil commotion. 
sabotage, fire, floods, explosions, epidemics, strikes, lockouts or 
acts of God (hereinafter referred to as the events) then provi-
ded m1tice of the h;'}'pening of any such event is given by ei-
ther party to other within 21 days from the date of the occur-
rence thereof neither party shall by realOn of such event bc en-
titled to terminate the contract nor shall either party have any 
claim for damages against the other in respect of such non-
performance or delay in performance, and deJiveries under 
this contract shall be resumed as soon as practicable after such 
event has come to an end or ceased to exist and the decision 
of the Operations Manager o( the Corporation as 
to whether dcli\'crics have bern so resume~ or not shall be 
final and conclusive provided further that if the performance 
in whole or in part of any obligation under this contract is 
prevented or dcbyf'd by reason of allY such event for a 

. period ...................... ('"cceding .......... days either 
party may at its option tcnuinate the contract. Provided also 
that if the contr:l.<.:t is terminated under this clause the Cor-
poration shall be at libnty to take over from the Contractor 
al the price to be fixed by the Operations Manag-er, of the 
Corporation which shall be final all unuaed and undamaged 
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and au:cptable materials bought out components and stores in 
course of manufacture in the possession of the Contractor at 
the time of such termination or such portion thereof as the 
Corporation may deem fit. 

26. That the Contractor Is will make good to the Corporation any 
losses arising fl'om:-

(a) The confiscation by Government or local authorities of any 
quantities of the said products delivered to the Contractorls 
for transportation. 

(b) Loading, unloading or in transit for reasons other than the 
Acts of God, riots or civil commotion. 

Signed and delivered on behalf of 
the Indian Oil Corporation Limited 
in the presence of. ................ . 
Witness: N. N. Chaturvedi 
Signed and delivered by the 
within named ..................... . 
in the presence of ................. . 
Witness: Sell- W. C. Chunara 

Sdl- J. V. K. RAO 
l~or Standard Drum &: Barrel Mfg. Co. 

Maganlal Chhagenl.al (Pvt) Ltd. 
Popatlal Chhaganlal 

Director 
Proprietor 



INDIAN OIL CORPORATION LIMITED 

(MARKETING DIVISION) 

254·C, Dr. Annie Besant Road, 
Worli, Bombay-IS. 

'[. Gost for Item No. l. 

Schedule cA' 
SCHEDULE OF RATES 

(a) Basic price of 18G. cold rolled/Tested Quality 
Sdj- Popatlal steel sheet ex/FOR Steel Rs.II90'ooper MT 
Sheet Suppliers's F .... ctc.ry 

(b) No. of barrels manufactured out of I tonne 
steel sheets 

{c) Railway freight to the place of fabrication 

(d) Cost of steel sheets e.'\( fabricators factory 

(c) Fabrication charges 

Included in item 
(a) above 

Rs. II90'OO per MT 

Rs. 9' 76 per barrel 

(f) Delivery charges to our Installation/Plant Sd/-
Popatlal. . . . . . . Rs. o· 2S pe r barrel 

(g) Nct price per barrel delivered at our Installa-
tionfPlant Sd/-Popatlal 

Prics variation: 

Rs. 41'33 per barrel 
plus Sales Tax as 
applicable 

If the statutory price per M. T. on steel sheeta (drum sheeta) is en-
hanced or reduced the price per barrel will be adjusted accordingly, OIl 

the basis of S8 banels per M. T. of steel sheets (drum sheets). For arrly· 
log at the variation in price to be given, the basic price of steel has bftIl 
taken as Rs. 1190.00 based on the Iron and Steel Controller's Circular 
No. ...... dated .......... For this purpose variation would be allow-
ed only if the price of steel increases by over Rs. 10.00 per Metric Tonne. 

Apart from the above, the price column rate of our work order 
No. 582/001 dated 22-6·1966 will also be applicable. 

Sell- J. V. K. IlAO Sell- Popadal 
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APPENDIX XV 

~'umm"ry of Recom,nnuiationslConclUlions contained in tlu ~ 

-----------------------------------Reference 
8J. N",. to para No. 

oftbe 
Report 

Sununary of Re-.·n mmendutions!Coru:lusions 

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

J 2 

'l 2.12 

I 2.23 

a 2.30 

3 

The Committee arc givell to understand that the-
public tender system followed by the I.O.C. for pur-
chase of stores is generally similar to the procedure, 
obtaining in other pUblic ,undertakings. They note-
that a Tf:nder Committee consisting of Operational 
Manager, Engineering Manager and the Financial 
Controller ill constituted for scrutinising the tenders 
undertaking negotiations with the tenderers and mak-
ing recommendations to the appropriate authority for 
approval. The Committee consider that the system 
of negotiations after calling for tenders should t-e 
discounged as far as possible unless it becomes abso-
lutely necessary in the commercial interests of I.O.C. 
The Committee note that the Indian Oil Corporation 

observed thE' prescribed procedure in regard to selec-
tion of parties for making supplies of oil barrels in 
respect of Tender No. OPITEN-7165. In the opinion of. 
the. Committee. the decision of the Board of Directou 
to split the order and place the same on MIs. Stand-
ard Drums and Barrel Manufacturing Co. and othpr 
parties at Bombay and MIs. Hind Galvanising 9nd~ 
Engineering Co. at Calcutta, (whose tender WIlS the 
lowest there) appear to be justified. They note 
that. the tender of M/ft. Bharat Barrel and 
Drum MkIlufacturing Co. which was the lowest at 
Bombay, was given d1.le consideratiol/-. . No ord~ 
could, however, be . placed on them at Bombay as they 
were found to be a blacklisted party at that time. 
Apart nom this, purchasing of 01] barrels from MIs 
Bharat Barrels both at Calcutta and at Bombay 
would havE.; amounted to .the grant of monop~ly pur-
chase rightR to this company during that year whiCh 
the CiJJ1)oration considered administratively inadvi-
snble and against their future commercial interests. 
The Committee are constrained to oblftve that lO.C; 

continued to place orders for suppUes of barrels Oll' 
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MIs. Bharat Barrel and Drum Mfg. Co. till 5th May. 
1966 altholigh this Company stood blacklisted at that. 
time i&nd the Standardized Code of Procedure for 
blacklisting had been made applicable to the Public 
Undertaking in February, 1966. 

1a1 The Committee regret to note that important cClm-
municatiom; from Government ccmtaining confidential 
mstructions relating to blacklisting of firms, received 
in the c,ffice of the Indian on Corporation, could not 
subsequently. be traced. They are concerned to note 
that the letter of May, 1964, which was finally 
marked and acknCIWledged by an oft\cer who 
is no longer in the service of the Corporatio~ was 
found lost They are amazed that the letter of 
February, 1966 communicating the reciprocal arrange-
ment for following the Standardised Code of Proce-
dUre was not received by the Indian Oil Corporation 
although the same was sent by the Ministry. The 
Committee are not sure whether other important 
and conftdential documents might not have been lost 
in the Corporation in similar circumstances, The 
leavin, of services of the Corporation by the-
concerned officer in this case appears to be .;ignific'lnt 
and should be taken serious note of. This clearly 
indicat"s that the system of recording and custody 
of rtocuments in the I.O.C. is far from satisfactory. 
The Committee need hardly stress the urgent neeci 
to rev1ew the procedure of rcording and cUl'!tody of 
confidential and secret docuna.ents in the Corporation: 
in order to ensure that such lmportant documents are 
Dot 108t In futUre. 

'2.32 The Committee also note that at the time of finalisa-

3.3 

tion of the tender in May. 1966, the Government 
order of blacklisting was in operation against MIs. 
Bharat Barrel and Drum Manufacturing Company. 
It was only on 17-6-1968 that the punjab High Court 
as an interim rellef quashed the operation of the 
blacklisting order initially for II few weeks nnd on 
18-7-1966 till further orders. Hence it would appear 
that on the crucial date i.e. on 1"th May, 1966, the 
tender of MIs. Dharat Barrel and Drum Manufacturing 
Company could not be accepted by I.O.C. under the 
rule!'! then existing on the subject. 
The Committee are unable to appreciate the reason. 

, 
advanctod by the Indian Oil Corporation for laying 
ttown different Bptlcifications of steel sheets for the 
mlUlufacture of oil barrels by the two suppliers. They 
f~l that Indian Oil Corporation should have called 
Inr sepAlatll! quotations for .,ach cate~ry of barrels so 
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3.8 

3 

as to bp. able to give a clear description of items, speci-
fications and prices in the Purchase Order subsequen-
tly. While in the purchase order placed on MIs. Hind 
Galvanising and Engineering Company Private Ltd. 
by the I.C.C., the specification clause mentions drums 
nlanufactured out of 18 gauge cold rolled cold annealed 
sheets (or of hot rolled sheet if cold rolled sheet 11 
not made available) the price clause quotes the price 
flO;: tested and untested quality of cold rolled steel 
onLy. There is no mention whatsoever about the cost 
of hot rolled sheet. This seems to have provided a 
loophole tv Mis. Hind Galv~nising and Engineering 
Company to claim that this was a flat price for barrels 
made out of hot Tolled or cold rolled sheet, to raise 
a dispute and go in for arbitration. The Committee 
urge that I.O.C. should spell out clearly the condiUons 
to be included in the Tender, Purchase Order and 
Agreement for all types of important stores S'J as to 
leaVe no Toom for any ambiguity in their description, 
specifications and prices. The Committee woUld also 
recommend that the lapse in this case should be 
investigated and responsibility therefor flxed. 

The Committee are concerned to note that while 
Mis. Standford Drum and Barrel Manufacturing Com-
pany completed their supplies of barrels in January, 
1968, Mis. Hind Galvanising and Engineerinll Com-
pany have not completed the order and even after 
a period of 31 months of starting supplies, over 20,000 
barrels remained to be supplied by them as on the 
31s~ December, 1968. Even if the supplies had been 
maintained at the minimum rate i.e. 15,000 barrels 
instead of 25,000 barre]s per month as agreed to by 
the firm, the entire ~upplies should have been com-
pleted latest by March, 1968. The delay in supplies 
has also rf'sulted m giving price escalations to the 
firm-the L:.test une of Rs. 5.66 per barrel beinl 
dective from 1st August, 1968. From the monthly 
statement of supplics madc by the firm it is noticed 
that the flrm withheld supplies for about a year i.e. 
from June, 1967 to May, 1968. The Committee feel 
that there was nlJ justification for them to atop sup-
plies even if there was a dispute between the luppUer 
and the Corporation, as the same was under arbitra-
tion. It 13 all the more surprising that althouah the 
arbitration award was liven in SeptembeT, 1967 the 
firm took another 7 months to resume th'1 supplies. 
The Committee conaider that the InI1ian on Corpo-
fttlon mould have taken steps to force the supplier 
to 'continUft rquJ:ar supply intel'ml of the PUrchue 
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Order and in case of default should have taken ap-
propriate steps to claim damages far the delay in 
the suspension of supplies. The Committee would 
like the Corporation now to examine in conaultation 
with their legal advisers whether the delay in makinI 
supplies and withtholding of supplies by the firm wu 
justified and whether necessary compensation could 
be clain.ed from the firm in terms of Clause 11 or 
any other clause regarding liquidated damages. It 
may also be examined whether price escalation given 
to this firm for supplies of barrels after March, 1968 
wa, justified as the delay in making supplies was on 
account of the default of the suppiier. 

3.18 The Committee are constrained to observe that the 
mak.ing of payments to the suppliers of barrels bolh 
at Calcutta and Bombay without verification of in-
voices as stipulated in the Purchase Orders, was a ser-
ious omission. The seriousness is aggravated by the 
fact that this mistake was detected after more than half 
the supplies had been made ~ each of the two firms 
f')r which payments amounting to about Rs 75 lnkhs 
had been mR.de to them. The Committee are not con-
vinced by the argument that the Eastern Dranch was 
making only provisional pa~'ments,-te HGEC and had 
withheld about Rs. 3 lakhs. They understand that 
making of provisional payments in the case of big 
contracts running over long periods, is a normal prac-
tice and hence they feel that this was not resorted to 
as a spe~ial precaution in this case. The Committee 
are not satbdl.ed with thp findings of the Financial 
Controller that this was a case of oversight in the con-
text of the circumstances and that no pUnishment waS 
necessal'Y therefor. Ravini regard to the fact that a 
copy of th€ Purchase Order was duly sent to the 
Branches, it was clearly the duty of the Accounts, 
Finance, as well as the Executive Branches to ensure 
that the provisions of the P\..i.J·chase Order were fUl1y 
complied lIrith before makin~ 'lDy payment. to the 
suppUt;rs. The Committee con:;ider this a cue of dere-
liction of duty and recommend that the whole matter 
may be enquired into afresh with a view to ftx rel-
por.aibUUy and to take disciplinary and other remedial 
actlon all may be considered necessary. 

3.20 ThE' Committee regret to observe that the Corpora-
t'nn ,'ailed to perform its duty in the matter of lnapec-
tion of barred durin, manufacture and of steel stocb 
with the fabricators which was a cOndition lncorpoTated 
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in the Purchase Orders. Had even sampl!! inspec-
tiom; of the stock of steel sheets and barrels durinl 
manufacture been done, it was likely that the supply 
of barrels made out Of hot-rolled steel sheets by the 
t,\O suppliers could have been detected in time. 

The Committee note that during 1966-67, in addition 
to the regular allocation Of 780 M. Tonnes of Eteel 
sheets, HGEC were giVen a special additional quota of 
5,lB6 M. 'fonnes of steel sheets. This special allocation 
was made to them out of a total special quota of 25,OO()O 
M. Tunnes which was allocated to various barrel manu-
facturers on pro-rata basis for meeting the needs of 
orders placed by oil companies for supply of blue 
barrels_ It would therefore appear that HGEC were 
givr.n special quota of steel sheets during 1966-67 along. 
with all other barrel manufacturers. 

The Committee note that in June, 1966, HGEC had 
a stock Qf 777 M. Tonnes of 18 ,au,e steel sheets which 
according to their affidavit was cold-rolled. The special 
quota of 5,186 M. Tonnes of steel sheets given to them, 
WI's however hot-rolled. Out of this special quota the 
share of IOC was 41321.66 M. Tonnes, sufficient tCllllanu-
facture. 1,64,223 barrels. Against this number, only 
49,226 barrels made out of hot-rolled sheets, are stated 

. to have been supplied to the lOCo The CommIttee 
are unable to appreciate this. Even if it is admi.tted 
that the stock of steel sheets of 777 M. Tonnes held 
by Mis HGEC in June, 1966 and the regular allocation 
of 780 M. Tonnes during 1966-67 was cold-rolled. the 
same would have been sUfftcient to manufacture about 
60,000 barrels, all of which may not have been supplied 
to the Indian Oil Corporation as HGEC were supplying 
barrels to other companies also. The Cnmmittce ale 
therefore not convinced by the statement of the Cor-
poration that 49,226 barrels only made out of hot-
rolled steel sheets were supplied to them by HGEC 
for which a deduction of Rs_ 70,497.88 was made from 
them. Further since the information regarding the 
monthly supply of hot-rolled sheets to HGEC ngail1.lt 
their special quota, has not been made available to the 
Committee, they arc unable to say whethc:r or not all 
the barrels 1'iz. l,64,2~ which could be manufactured 
from the special quota of hot-rolled sheets were made 
availa1Jle to the Corporation. The Committee Ilre also 
unable' to understand why the Indian Oil Corporatlon 
did not insist on the supply of barrels from out of the 
specia.l quota when the same W(!TC cheaper and the 
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DGTD had specifically instructed HGEC to do so. The 
Committee recommend that the whole matter may be 
specially got investigated by the Comptroller and 
Auditor General to tind out the number of barrels made 
out of hot-rolled sheets supplied by HGEC to the Indian 
Oil Corporation and the correctness of the payments 
mad!;) .therefor. If need bc, the assistance of D.G.T.D. 
may be obtained for this investigation. 

The Committee consider that correct procedure has 
been followed in referring the dispute between MIa. 
Hind Galvanising and Engineering Co. and Indian 
Oil Corporation to Arbitration. The appointment of 
the General Manager as Arbitrator on the specific 
request of Mis. Hind Galvanising and Engineering 
Company instead of the Engineering Manager, as sti-
pulated in the PUrchase Order would appear to be 
quite in order and has not. in any way, adverselY 
affected the interests of the Corporation. rhe Arbi-
trator has given the award on principles leaving the 
calculation of monetary effect to be settled on the 
agreAd hasis. A sum of Rs. 1,16,673,88 Was recovered 
from the firms as a result of the arbitration award. 

T:le Committee note that the emergent pUrchase of 
21,000 barrels by the Indian Oil Corporation from 
MIs Suppliers Corporation, consequent upon the 
stoppage of supplies by MIs Hind Galvanising and 
Engineering Co. resulted in an extra expenditure of 
&S. 1,34.400 to them. The fact that Mis. Suppliers 
Corporation were a wholly owned subsidiary of HGEC 
and were a "benami" organisation, would appear to 
indicate th&t HGEC supplied these barrels to the IOC 
through the Suppliers Corporation at a much higher 
price than they could do under the Purchase Order. 
It is regrctable that no other firm came forward to 
make supplies in response to the public tender which 
was floated by the Corporation for a part of the 
supplies. The most disquieting aspect of this 11'an-
Baction is that this extra expenditure could not be 
recovered from HGEC-thesuppliers, as the amount 
stipulated in their risk purchase clause was very low. 
Thus in thl!'! transaction, the CorporatiCln suffered on 
two accounts: ./, 

(i) they had to purchase barrels from a benam! 
of their regubr sclpplier: 
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(if) they had to pay much higher price. for the 
barrels resulting in an extra expenditure of 
Rs, 1,34,400. 

The Committee are .urprised that an orpniJation 
of the stature and experience of the Indian Oil Cor-
poratioll which has to make large purchues, found 
itJelf helpless to secure compliance with the term-
or thp. Purchase Order and recover adequate compen-
sation from their regular 8uppliers for breach of 
contact. 'Ihe Committee would like the Corporation 
tel take lelilson from this case and to guard a,ainA 
such tight situations in future. They further suggen 
that the IOC shOUld bear in mind, the dealings of 
HGEC in this transaction while considering the quel-
tion of placing orders on them in future. 

The Committee consider that the amount of Rs. 21-
per barrel included in the risk purchase clause in the 
Purchase Orden: of the suppliers was unrealistic and 
no~ related to the prevailing market conditions, The 
intention behind the risk purchase clause is to "l'event 
th~ suppliel' from making default in supplies. In this 
case, it has .proved to be otherwise. The Committee 
consider the inclusion of this provision in the existing 
form to be totany ineffective in subserving the purpose 
for which it is intended. They would urge that in 
futUre " suitable and effective clause should be 
included in the Purchase Orders and Agreements of 
the Indian Oil Corporation 80 as to -deter the default-
ing partier. from withholding supplies, 

The Committee find that while Mis Standard Drum 
and Barrel Manufacturing Co. entered into a formal 
agreement with the IOC em the very day th,~ pur-
chase order was placed on them Mis Hind Galvanis-
ing and Engineering Co. did not execute clny such 
agreement although this was clearly stipulated in 
their pllrc~hase order' also. Had a formal agreement 
been entered into by the Corporation with Mis Hind 
Galvanising and Engineering Co. it would have en-
abled the Corporation to deal firmly with this Com-
pany ln the event of their making supply of barrels 
from out of hot-rolled sheets and billing far cold-
rolled sheets a'S well as for other breaches of contract 
like suspension of supplies, delays in making regular 
supplies and making supplies through their benami 
firm, namely, Mis Suppliers Corporation at exhorbit-
ant rate. The Committee are inclined to believe that 
if the agreement had been executed H.G.E.C. would 
not have dared to raise a dispute with the Corpora-
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tion and put them to all this inconvenience and extr. 
expense. Moreover, the CorpOration could have re-
covered the entire extra expenditure amountin,c to-
Rs. 1.34 lakhs incurred by them in arranging suppUea 
through the Suppliers Cor,poration which has been 
referred to in paras 3.44 to 3.54 of the report. The 
Committee fail to understand why the CorpOration. 
did not insist on the signing of the formal agreement. 
by the H.G.E.C. whicn should have been done. The 
Committee take a very serious view of thta lapse on 
the part of the Corporation and recommend that the 
matter should be fully investigated and reSpOnsibility 
therefor flxed with a view to take disciplinary action 
and a report submitted to them. They would also· 
Uke the Corporation to draw lesson from thIs incident 
and take appropriate remedial measures so as to 
avoid repetition of such mistakes in futUl'e. 

The Committee are unhappy to note that the barrel-
fabricators are unwilling to accept any condition re-
garding the quality 01 the steel to be used in the 
manufacture of oil barrels and linking the same with 
the price to be paid for them. The Committee realise· 
that there is shortage of steel sheets in the country" 
which is mainly responsible for this state of a1!alrL 
They are SUrprised to note that while on the one 
hand there is shortage of steel sheets in the country. 
there is unutilised captcity with the Hindustan steel. 
This indic&tes defect in planning the production in 
the steel plants. The Committee hope that suitable 
meaSUres will be taken to step-up the production of 
steel sheet~ which are in short supply. In the mean-
while, the Committee would like the Government to 
look into this matter in detail and take appropriate 
steps to remove the difficulties of the consumer oil 
companies. The Committee have dealt with thia 
matter in detail in their Eighty-ftfth Report on the 
Ministry of Industrial Development. Internal Trade 
and Company Affairs Recognition of additional capa-
city in the barrel industry inspite of its being in the-
Banned LiBt. 
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No. 

Name of Aient 

DBLHI 

24. Jain Boot Agency, Con-
naught Place. New Delhi. 

a,. ~ Sat Nania & SODa, 3J4J. 
Mohd. Ali Bazar. Mod 
Gale, Delhi. 

36. AlIna Ram & Sonl, Kash-
mere Gate, Ddhi-6. 

27. J. M. Jaina & Brothers, 
Moo Gate, Delhi. 

as. The Central Newl Agency, 
23/90, Connauaht Place, 
New Delhi. 

29. The &glish Book Store, 
7-L. _ Coanauaht Circua, 
New Delhi. 

30. Latahml Boot Store, .p, 
Municipal Martet, lanpath. 
New Ddhi. 

31. Bahree Brothen, 188 LaJ-
pattai Market, Dclhi-6. 

~. Jayana Boot Depot. Clap-
parwata Kuan. KarOl Bagh. 
New Delhi. 

Agency SL 
No. No. 

Name of Aient 

33. Ozford Book & Stationery 
Company. Seindi. House, 

II Connaught Place, New 
Delhi-I. 

3 34. People', Publishing House, 
Rani Jhanal Road, New 
Delhi. 

9 3'. The United Book Agency, 
48, Amrit Kaur Market, 
Pabar Gao;, New Delhi. 

II 
36. Hind Book HOUle. 82, 

Janpath, New Delhi. 

r, 37. BootweD· 4. Sant Naran 
karl Colony, KiDgsw., 
Camp, Delhi-9. 

23 

MANIPUR 

38. ShrI N. Chaoba Sinah. 
News Agent. RamJalPauT 
Hlah School Annese. 
Imphal. 

AGENTS IN FOREIGN 
COUNTRIES 

39. The Secretary. EatabU.b-
ment Department, The 
High Commission of Incllil 
Indi. House,A1dwych, 
LONDON W.C.-2. 

Alene, 
No. 

68 

88 

77 
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