
E:.P.U. No. 360 

~CoMMtITEE ON PUBLIC 
UNDERTAKINGS 

(1970.:79) 

(SJXTH LOK SABHA) 

TWENTY~FJFIB REPORT 

On 

JUTE CORPORATION OF INDIA 

ShortCOmJaga in the fQllctiooing of J.e.!. 

, i'_ 

(MINISTRY OF· INDUSTRy) 

[PrlSllfted to Lole Sab"" 
OIl 2-4-1979] 

LOK SABHA SECRETARIAT 
NEW DEI.HI • 

Mtweh, z979/Clulilra. zgoz (S) -

PricI : Rs. 3.S6 



LIST OF AUT1ioRlSED AGENTS FOR THE SALE or LOr.: SAllHA 
''S~AJUAT PUBLICA'nONS 

ANDHRA PRADEsH • 
1. Andhra Unlvenit, aen.al C0-

operative. Stores Ltd., WaUair 
(Vl,sakhapatnam) . 

BIHAB 

2 .. M/s. Crown Book Depot, 
Upper Bazar. . , 
Ranchi (Blbar).' 

GUJARAT 

J. Vijay StOAS, 
Station Road, 
Anard. 

MADHYA PRADESH 

• 4. Modern Book HoUle, 
Shiv Volu Palace, 
Indore elty. 

II. Ml8. Sunderdas Giancband, 
601. Girgaum Road; 

. near Princess Street, Bombat-Z. 

e. ~e International Book HoUle Pvt., 
9; Ash Lane, 
Mahatma Gandhi Road. ' 
Bombay-I. • 

'1. The International Book Service. 
Deccan Gnnkbana, 
Poona-4.· .. 

i 

8. The Current Book House, 
Maruti Lane •. Raghunath Dadaji 
Street, 
Bombay-I. 

9. MIs. Usha Book Depot 
585/A, Chira Bazar Khan Houle, 
Girgaum R')IId, 
Bombay-2. 

10. M Ir J Servieea, Publlsherl, 
Represen1ative8 A.ceoUDU " 
Law ;Book Sellers. 
Bahri Road, 
~bay-U. 

. lL Popular Book Depot, 
Dr. Bhadkamkar R04d.· 
Bombay-4OOOOl. 

ldYSOR!;. 
t2. MIs. Peoples Book BoUe. 

·Opp. Jaganmoban Palace, 
MyJore-l. 

trrrAR PRADESH 

13. Law Book Company, 
Sardar Patel MarJ, 
Allahabad-I. 

U. Law Publlsheri. 
Sardar Patel Mar,. 
P.B. No. '1'1. 
AUahabad-U.P. 

WEST BENGAL 

15. Granthaloka, 
II/I, Ambica Mookhedee Road. 
Belgharia. 
24-Parganu. 

18. W. Newman " cOmpany LId.. 
3, Old Court House Stred, 
Calcutta. 

1'1. Mrs. Manimala. Buy. " Sella, 
128. Bow Bazar Street. 
Calcutt .. !2. 

DELHI 

IS. Jain Book Agene)', 
Connaught Place. 

.New Delhi. ... 
.19. M/a. Sat Narain .. 8ona, 

3141. Mohd. Ali Bazar .. 
)fort Gate, ' 
Delhi. 



CORIGENDA 

TWENTY-FIFTH HEPG.T OF THE COM'AITTEE 
ON PUBLIC UNDERTAKINJS (1978-79) ON 
JUTE CORPOMTION OF INDIA LTD. -
SHGi1TCOMINJS IN THE FUNCTIONIN3 OF 
JCI. 

Page ~ Line For ~ 

(i) Cnntent II (c) Naparchandra Naff archa ndra 

(i) 
Page 

" III (c) Review . Reports 
(i) " last cotained contained 
1 1·1 12 notel noted 
1 1.3 5 After 'Practically' 

read 'no ' 
3 1.8 3 concernced commenced 
3 1.8 4 at the end as the end of 

of the Septem~l.· 

3 1.9 6 
September 
Governments Government 

4 1.10 In the 28,477 4,477 
table 
column 3 
against 
1976-77 

7 1.23 7 Juja Puja 
10 1.39 3 small smell 
20 3 deviatouS deviations 
24 2.29 7 datel dated 
40 In the Sub- Khardah Khardah 

44 
heading (a) 
4.16 2 After 'JCI' read 'at' 

44 4.16 4 After 'godown' read 
'for' 

44 4.18 7 OOC OSD 
45 1 After 'Committee' 

read 'was' 



CONTENTS 
PAOli 

CoMPORTlON OF THE CO>nl1TTEE . (iii) 

I!ITIlODUCTlON (v) 

II 

JII 

IV 

Procuremmt of Jute. by JCI 

(0) Inadequate Publicity to the procurement Programme 

(6) Late mtry by JCI in the Market 

(t) Malpracticea at D.P.C.', 01 the JCI 

(d) Appointment of Aa=1I 
Sale of J l&le to Mill, 

6 

7 

'3 
t8 

(0) Sate of Jute to National Company during' '976-77 .d 

(6) Cue rdating to a letter olcn:dit opened by M/s.J. K.Jute Mill, 
Kanpur in Favour of Jel ...•• 2. 

(e) Sale of Jute to Naparcbandra Jute Mill. Ltd. 2.f 

(d) Sale of Jute to Kinnison Jute Mill . 26 

(.) Supply of Imported Jute to Sri Ram Jute Mill. and Shri Ambica 
Jute Mill. 28 

Financial Matten 

(Il) Delay in prcoentatiOD of cheques 

(6) Ac<c:ptaDce 01 Pool dated cheques 

(t) Qparterly F'mancial Review 

(d) Appointment of Auditors . 

(II Profit on expor1lllyi,. idle in current account 

(fl Tax liability on accounl of Export of Jute 

Misoellaneous Malten 

(Il) Misappropriation of Jute by Kharokh Co. I.td. 

(h) Hiring of Taratola Godown 

(t) Lon of Jute in Fire in Belevedere Godown 

3" 

3' 

35 

37 

38 

39 

ApP&NDlCEI 

(I) L-tter of credit isoued by the Calcutta brUlCh of Punjab Naticmal 
B~nk for supply of Jute toJ. K. Jute MiJ1a Co. 46 

(Il) Summary of couclulioao/Recommt'lldationt of tht commit!"" 
on Public unrlertaki or cotained in the Report. 48 



COMMITTEE ON PUBLIC UNDERTAKINGS 
LIST OF MEMBERS 

(1978-79) 
CHAIRMAN 

Shri Jyotirmoy Bosu 
MEMBERS 

2. Shri 0. V. Alagesan 
3. Shri Maganti Ankineedu 
4. SOOmati Chandravati 
5. Shri Tridib Chaudhuri 
6. Shri Hitendra Desai 
7. Shri Anant Ram Jaiswal 
8. Shri L. L. Kapoor 
9. Shri K. Lakkappa 

10. Shri Dharmasinhbhai Patel 
11. Shri Raghavji 
12. Shri Padmacharan Samantasinhar 
13. Shri Bhanu Kumar Shastri 
14. Dr. 8'Llbramaniam Swamy 
15. Shri Madhav Prasad Tripathi 
16. SOO S. W. Dhabe 
17. Shri K. N. Dhulap 
18. Shri H. B. Mahida 
19 Shri Murasoli Maran 
20. Shri Era Sezbiyan 
21. Shri Viren J. Shah 
22. Shri Sultan 'Singh· 

SECRm'ARIAT 

1. Shri H. G. Paranjpe-Joint Secretary. 
2. Shri T. R. Krishnamachari-Chief Financial Committee 

Officer. 
3. Shri T. N. Khanna-Senior Financial Committee Officer. 

-Elected w.e.f. 26-.12-1978 vice SOO Deorao Patil died. 

iii 



INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having ~ 
authorised by the Committee to present the Report, on their behalf, 
present this Twenty-fifth RePQrt on Jute Corporation of India-
Shortcomings in the functioning of J.C.!. 

In order to examine the various aspect of the functioning of Jute 
Corporation of India in depth the Committee held as many as 30 
sittings during 1977-78. The Committee have already presented six 
reports on the subject of Jute Corporation of India viz., Third Report 
on 'Jute and Exploitation of Jute Growers'; Eighth Report on 'Gov-
ernment's Unfair Pricing Policy for raw jute'. Twelfth Report on 
'Back to Back Arrangement for sale of jute to Jute Mills', Thirteenth 
Report on 'Procurement and Marketing of Jute by Jute Corporation 
in India', Fourteenth Report on 'Organisational Matters' and Six-
teenth Report on 'Economic Offences committed by Jute Trade and 
Jute Industry'. This Report deals with some of tha shortcomings 
in the functioning of J.C.!. 

Publicity aspect has been utterly neglected by the Jute Corpora-
tion. The expenditure on publicity is insignificant and publicity 
leaf'tets are printed and issued only in SeptemberlOctober each year 
which is well after the commencement of the Jute season When their 
distribution can hardly serve any purpose. Jute Corporation also 
enters the market very late when the small jute growers, to meet 
their pressing demands of finance, sell most of their produce to pri-
vate traders. Even in the limited number of centres which the 
JCI has the staff of the Corporation indulge in malpractice of not 
purchasing jute directly from the growers. While purchasing jute 
from middlemen bogus cash memos are prepared by the JCI staff' 
in the names of different farmers in order to show on reco.rd that 
jute has been purchased from growers. Poor Jute growers' are 
also cheated by the officials of JCI in Qther ways like downgrading 
of their jute, under weighment and deductions on account of mois-
ture etc. 

freferential treatment was given by JCI to certain mills in the 
sale of jute. Jute was supplied to National CQIIlpany at concession-
al rates, much lower than the rates at which jute was supplied to 
other mills. Imported Jute was supplied to Sri Ram Jute Mills 

(V) 



vi 

and Sri Ambica Jute Mills. Deliveries were continued without 
verifying whether payment against earlier deliveries had been made 
or not although jute was agreed to be supplied on cash and delivery 
terms. Special accommodation was shown by JCI particularly to 
Mil. Kinnison Jute Mills by delaying the deposit of cheques with 
the Bankers. Needless accommodation to certain mills was given by 
accepting post-dated cheques. 

The Committee have pointed out various shortcomings in the 
functioning of Jute Corporatioo and have given valuable suggestions 
with the hope that the ManagementlGovemment willtake.suitable 
remedial measures to bring about improvement and enS-Jre that the 
J.C.I. is able to fulfil the objectives for which it was set up. 

The Committee wish to. express their thanks to all official and 
non-official organisations for placing before them the material and 
information they wanted in connection with the examination of 
Jute Corporation of India. 

The Committee considered and adopted the Report at their sitt· 
ing held on 21st March, 1979. 

NEW DELm; 
Moreh 27, 1979. 
Cluzitl'a ( 190i(S) 

JYOTIRMOY BOSU, 
Chainnan, 

Committee on Public Undertakinga. 



REPORT 

SHORTCOMINGS IN THE FUNCTIONING OF THE 
JUTE CORPORATION OF LNDIA LTD. 

CHAPTER I 
Pro:urement of Jute by J.C.!. 

In the Third Report (Sixth u>k Sabha) of the Committee on 
'Jute Corporation of India-Jute and Exploitation of Jute Growers' 
it was stated that the primary object of setting-up the Corporation 
was to ensure for th!,! growers a better price than what he was 
getting by a process of elimination of the many tiers of interme-
diaries then operating in the jute market. It was envisaged that in 
course of time the Jute Corporation would save the growers from 
the clutches of these middlemen by making arrangements to -buy 
jute directly from the jute growers and by building up its direct re-
lationship with them. I,t was, however, found that JCI could not 
make a significant impact on the internal market of raw jute which 
is regrettable. It was notel that during 197f)-76 the JCI could 
purchase only 9.82 per cent of the total production of jute and mesta 
in the country through cooperatives and through their own Depart-
mental purchase Centres. 

1.2. In their Thir~nth Report on 'Jute Corporation of India-
Procurement and Marketing of Jute' the Committee further noted 
that the Departmental Purchase Centres of JCI are located in the 
secondary markets and both in the matter at number and location, 
the Departmental Purchase Centres are woefully inadequate to pro-
vide facilities to the actual growers for selling their stock of jute 
and mesta to Jute Corporation of India. 

1.3. Apart from the facts stated above the following factors have 
also been responsible for a gap between tne JCL ana the growers as 
a result of which the grower has not been able to benefit at aU 
110 far from the operations of the Corporation:-

(a) Practically publicity is given by the -JCI; 
(b) very late entry of JCI into the market; 

(c) Malpractices indulged in by me· staft of the JCI especial-
ly at its Departmental PUrcfiase Centres; and 

(d) Irregularities in the appointment of Private Agents and 
Malpractices indulged in by the Agents. 
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1.4. These matters are accordingly discussed in detail in the suc-
ceeding paragraphs. 

(a) Inadequate Publicity to the Procurement Programme: 

1.5. Most of the non-ofticial witnesses have told the Committee 
during evidence that the Jute Corporation of India dOes not 
publicise their procurement programmes. One of such witnesses 
has stated that publicity p1lmphlets which are issued for distribution 
among the farmers are never actually distributed. The Study 
Groups of the Committee who visited some jute growing areas in 
almost all the States where jute is produced also did not come 
across any pamphlet whatsoever distributed "by the JCl in regard 
to its activities in the area. 

1.6. The Committee accordingly called for details about the num-
ber of publicity leaflets issued by the JCI during each of the last 
3 years, the ilates when these were published,fulal expenditure m. 
curred by JCI on publicity about its activities in the field of pur-
chase of jute including publicity done through All India Radio 
and Cinema slides etc. 

1.7. The statement below gives the details of publicity leaflets 
printed and issued:-

Year No. or leaflcta Date of Date of 
placing order receipt of 
for leaflets leaflets 

g 3 4 

974-75 Benpli 1.12,000 2S-7-1974 14-8--74 

Hindi 36,000 ~74 

A.ameoe 34,000 19-8--74 

Telugu 10,000 3-10-74 

Oriya 8,000 2/).g-H 

2.00,000 ----
973-,6 Benpli I~.OOO 16--8-1975 2S"9-7S 

Hindi 2,800 29-9-75 

A5IIllU(,Sf' 4.000 1-1D-75 

Tdugu 1,200 

Oriya 800 

110,800 



Bengali 

Hindi 

Tdugu 

Oriya 

Bengali 

Hindi 

Telugu 

Oriya 

3 
-----
3 

18,000 2"9- 1976 

10.000 

12,000 

5?uOO 

5,000 

----
50 ,000 

18,000 24-8-77 

10,000 

12.000 

.5. 000 

5,000 

50,000 

.. 

14-9-76 

16-9-76 

20-9-76 

'5-10-76 

15-9-76 

3<>-8-77 

7-9-77 

8-<j-77 

10-<)-77 

'3-9-77 

'4-9-77 
20-9-77 

26-9-77 

1.8. It would appear from the above statement that the leaflets 
were received back from the printers when the jute season had 
already concemced and sometimes these were !received even as late 
at the end of the September when the market was already satura-
ed with the peak arrivals. 

1.9. In regard to delay in the printing of feaffeis the Manage-
ment have stated as follows:-

"In the recent period, the Corporation was required to con-
fine itself only to price support operations and, as such, 
the leaflets had to contain the minimum prices that were 
prescribed by the Governments. The COl"pOration could, 
therefore, bring out the leaflets only after the relevant 
notifications were issued by the Government. The datel 
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of notifications of minimum prices for raw jute were as 
follows:-

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

Se....,n nate of Gazette 
Notification 

-----.----.--.- -. _ .. __ ._-
1!l74-7!i 6-9-74 

1975-76 18-7-75 

1976-77 020-8-76 

1!177-78 10-8-77 

1.10. The following statement gives the details of meagre expen-
diture on publicity through leaflets, radio, cinema slides etc.:-

Year Nature of Publicity 

Commercial Broadc ... tinp: 

Advert~ment in Souvenir 

uaflets 

Cinema Slides 

Advertitemmt in .malllocal papers and 
exhibition lOUVft\ir 

Commercial Broadc ... ting 

Advertismmt in small local papers and 
exhibitions 

uaflets 

Cemmercial Broadeasting 

Advertilrment in SouveQir (Till date) 

Amount Total 
!lpent amount 

11,685 

8,188 

2.000 

~,174 

1,6!i1 

spent 
during 
the year 

---_._-----------_ ..... 
(The amounts hein, insipificantly small, their percentaaes to the to\aI expema of the 

Corporation, running into crores. ba~ not been worked out.) 
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1.11. It has been stated that the number of pamphlet; printed in 
1975-76 was smaller than in other years because some of the leaflets 
issued in me previous year were available for use during this year 
also. 

1.12. The Committee enquired about the reasons for the insigni-
ficant expenditure on publicity. In a note submitted to the Commit· 
tee, the Ministry have stated as follows:-

"During the last three years, the JCI could operate only for 
price support and as such general publicity that the Cor-
poration would buy jute from the growers would create 
difficulties if the growers brought the jute when the 
market prices were higher than the minimum prices. tn 
fact compl!,\ints' were reported to have been received by 
the Government of West Bengal that one time when the 
market prices were high leaflets were distributed on behalf 
of some cooperatives indicating minimum prices which 
was harmful to the interest of the growers. The Corpora-
tion, therefOre, had to limit itself to the distribution of 
leaflets only during the period when price support opera-
tion was called for. Hence, the expenditure on publicity 
by the JCI has been insignificant when compared to its 
total expenditure." 

1.13. From the figures made available to them regarding publi-
city 'pamphlets and total expenditure of Jute Corporation of India 
on publicity, the Committee cannot but conclude that the publicity 
aspect has been utterly neglected by the Corporation, On the basis 
of the experience of the study groups of the Committee dllrin~ their 
extensive tours to jute-growing areas, the Committee are inclin. 
ed to agree with the complaints made to them that even the limited 
number of publicity pamphlets issued by the Jute Corporation are 
Dot being actually distributed to the growers properly. 

U4. As admitted by the Management, the expenditure on publi· 
city is insignificant as compared to the total overheads of the:' Cor· 
poration. Also, the publicity leaflets are printed and is!ued 
only in Sep~mber /October eadi year which is well after the com-
mencement of the jute season when their distribution can hardly 
serve any purpose, 

1,15, The Committee WOUld, therefore, suggest that a well-
thought out publicity plan should be prepared and launched every 
year well in adwnce by the Corporation in order to ensure that 
right at the time of harvesting of their jute crops, the growers are 
fully aware of the operations of the 'JCI and connected facilities 
available to them in the area for selling their produce directly to 
the Corporation, 
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(b) Late entry by ~CI in the Market 

1.16. It has also been brought to the notice of the Committee that 
the Jute Corporation of India enters into the market for the purchase 
of jute at a late stage of the jute season by which time moat of the 
stock of jute is purchased by the private traders. AI; a result, jute 
gt6wers are actually not able to benefit from the minimum price 
support operations of the JCI. 

1.17. The Committee asked. the JCI to furnish the dates on which 
jute started arriving in the markets, and the dates on which pur-
chases were started by JCL in different States during 1975-76 and 
1976-77. 

1.18. The JCI has furnished the following information:-

-- ----- ------
Sl. 
No. 

State 

1 West Bengal 

Ca) North 

Cb) Semi-Northern 

(e) South 

2. "-m 

3 Tripura 

4 Bihar 

(a) Kiabanpnj and ad,joining 
areas 

(b) Others 

5 
Or_ 

6 Andhra Pradesh 

(al 1st crop 

Rnd crop 
--_ .. _ .. _- ---- - --. 

Approximate period of Date of eommencement of 
commt:IIOCD1ent of arrival. purchase hy J .C. J. 
in uporountry markets 

1975-76 1976-77 1975-76 1976-77 

. -----------------
Late-June Late-June '9-7-75 ~7-7-76 

Mid-July Early-July ~-8-75 6-8-76 

End July Mid-July 15"9-75 18-8-76 

End-June Mid-June 1-8-75 '5-7-76 

Early-July End-June 28-7-75 7-8-76 

Early-July Bnd-June 13-8-75 '7-8-76 

End-July End-July 13-8-75 26-7-76 

Mid-August Mid-August 9-9-75 28-8-76 

Early-July Early-July 1 24"9-75 ·6-8-76 

Ead-Oct. End-Oct. J 
N.B.: In Andhna Pradesh the 2Dd crop IICCOUDII for 80% of the total productioD. 
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1.19. The statement above makes it amply clear that JCI always 
entered the market much after the Commencement of the Jute ar· 
rivals in the up-Country markets. 

1.2Q. In this regard the Management have slated as follows:-
"The jute and mesta growing areas are spread over more than 

7 States and the sowing period in each is different depend-
ing mainly on weather conditions. It is -therefore, diffi-
cult to indicate the actual date of commencement of arri-
vals. The statement given above sho~s their approxi-
mate period of commencement of arrivals and the actual 
date of commencement' of purchase operations by the 
JCI, State-wise, during 1975-76 and 1976-77. It may be 
mentioned that in both these years the JCI could operate 
only when the prices ruled within our price ceiling i.e., 
within Rs. 5 per quintal above the statutory minimum 
levels." 

1.21. The Conunittee note that as against the arrivals of jute in 
the matket5 in the month of June/.Tuly, the JCI has, during the last 
three years been entering the field of punhase mostly in the later 
half of August by whkh time the small jute growers, to meet their 

, pressing demands of finance, sell DlGSt of their produce to private 
traders. 

1.22. The Committee feel that the real objective of ensuring re-
munerative prices to the jute growers, for which tire Jute Corpora-
tion of India was set up, cannot be achieved unless the Jute Cor-
poration is in a position to buy jute at the pe'lk arrival time im-
medi9tely after raw jute begins to be brought by the growers to the 
markets for sale, 

1,23. The Committee strongly stress that the procurement opera· 
tions of .TCI should be taken up in right earnest from the start of the 
jute season and so oriented that there is no complaint from any 
corner about the growers having to resort to distress sales to pri-
vate traders due to dehy on the part of Jet in enterin/: market. 
The Corporation should also ensure that their procurement operll' 
tions are at full swing at the time of festivals like Juja and Id when 
the demands of the growers, pressing as they are. generally compel 
them to dispose of their jute flt whatever prices are offered to them. 

(c) MALPRACTICES AT D,P,Cs OF THE J,C.I. 
1.24, In regard to the various malpractices indulged in by the staff 

of JCI, the MiniStry have inter alia stated as f0110ws:-
"In view of the nature of tHe business and the scatteTed loca-

tion of the purchase centres, there is scope for the staff to 
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indulge in malpractices in the purchase of jute. These 
malpractices are possible in the following areas: 

(1) in fiie- assessment of the quality and moisture condition 
of the unassorted jute brought for sale. 

(2) in weighment; 
(3) in payment of the price fixoed; 
(4) in showing preferred treatment to favourtte sellers parti_ 

cularly in time of heavy offers." 

1.25. The State Governments' spokesmen and non-official witnesses 
have stated during evidence that even at such places where the Cor-
poration is able to purchase jute direct from the growers, the staff 
of the JCI indulge in malpractice by refusing to purchase the jute 
from the growers on one pretext or the other. The AlTUC in their 
Memorandum submitted to the Committee have stated as follows:-

"The growers come a long way to sell their produce at OPes. 
After waiting for hours, they sometimes are informed 
that their quality is substanda.rd or is of low grade. 
Sometimes they are told that jute is wet. Some agents 
then come forward and purchase it at a lower rate. Poor 
growers find no other alternative but to sell at reduced 
pri~e." 

1.26. The Committee have also been informed by a non-official 
witnesses during evidence that JCI purchases jute from middlemen 
but bogus cash memos are prepared in the name of different farmers 
in order to snow in the record that jute has been purchased from 
growers. Payment is made through bearer cheques but the names 
of drawees al'~, on many occasions fictitious. 

1.27. During evidence the Agriculture Commissioner of West 
Bengal Government also stated that while selling jute 'Fariahs' bring 
some names of genuine farmers and added: 

"I have seen the JCI agents taking down those names as If 
the purchases were made from them." 

1,28. The various malpractices alleged to be followed at the 
D.P.Cs of the JCI are accordingly discussed below:-

(i) Issue of fictitious vouchers: 

1.29. During evidence of representatives of JCI, the Committee 
desired to know if many of the vouchers, which are identified as 
vouchers from growers, were fictitious or forged. The Managing 
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Director stated "we cannot definitely say that these are fictitious 
or not I?ut there is ample scope for that." The Chief Marketing 
OfIlcer also stated that they have no way of either confirming whe-
ther the vouchers are genu'ne or otherwise. 

1.30. In reply to ~ question} whether bearer cheques were often 
drawn in fa.vour of 'fictitious names, the Managing Director stated 
that these were drawn in the names that the sellers gave. Asked if 
the Management had ever verified whether these people ever existed, 
the Managing Director stated, "we have not". 

The OSD of JCI also admitted tha.t "the present system is not 
perfect and it can be abused." 

Asked whether any complaints had been received by the Manage-
ment about the issue of fictitious vouchers and the action taken on 
such complainlS, me Menaging Director stated some complaints had 
been received by the Corporation to the effect that some fictitious 
~chers had been made out to show that jute had been purchased 
from growers. The witness added "we are iilVestigating the cases, 
some of which are in an advanced stage of investigation." 

1.31. As 8 means to identify' the genuine jute growers. it has heen 
suggested to the Committee that the services of the stall' of JCI 
coum De utmsea to prepare a national register of jute growers, so 
as to distinguish them from the Fariahs and middlemen operating in 
the jute trade. In this regartl, the M'anaging Director of JCI stated 
it was very difficult thing to do. He was not sure if the JCI, staft 
could cover all the jute growing areas because JCI had markets 
only in a limited number of places. 

(ii) Downgrading and underweighment .of Jute at the time of 
purchase 

1.32. The Committee are informed that the jute growers are de-
prived of the support price fixed by Government as upper grade jute 
procured by JCI is accepted as lower grade jute and bills are pre-
pared for quantities lesser than those actually purchased. Jute is 
purchased from the growers in an unassorted form but when it is 
sold to the mills. it is always issued in an assorted form. 

1.33. During evidence, the Managing Director confirmed that jute 
is always brought by the growers in a mixed form. The grade con-
tent in each bundle is estimated by the Purchase Officers who fix 
prices accordingly. This unassorted jute is then assorted into various 
grades according to lSI standards and is sold to the mills. 
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1.34. The Committee enquired if while purchasing jute any ind14 
cation was made in the Purchase Register about grading. The OSD 
stated "we do not make a mention of grading in the Register." He 
added "at the time of purchase, grading is done by subj~tive 
method." 

1.35. Asked as to why grading of jute was not indicated in the 
Register againSt the consignment at the time of purchase, the witness 
replied "it is difficult to indicate that precisely at the time of pur-
chase. We only make a rough estimate of the grade proportion and 
we give price to the grower on that basis. Then it is sorted into 
different grades." 

(iii) Deductions on account of moisture 

1.36. The Committee are informed that JCI uses Moisture Meter 
at the time of purchasing jute from growers and deductions in the 
amount are made if moisture content is 16 per cent or more. This 
practice scares away the jute growers from selling their jute to the 
JCT, and they go to private traders who do not use any Moisture 
Meter. 

1.37. During the evidence the Man8ging Director stated in this 
~~~ . 

"We take 16 per cent as the moisture content in Jute, in normal 
atmospheric conditions. If the moisture content in a par-
ticular sample of jute is as high as 23 or 24 per cent., the 
differences may be deducted. That may be 6 or 8 per cent 
depending on the ex-ess mo;sture in it." 

1.38. The witness added that this practice could possibly scare 
away some growers but it was a very scientific procedure. 

1.39. As regards use of moisture by private traders, the OSD 
~tated that 1n determining the moisture content the un;versal practice 
was to feel the fibre by the hand, and take the small. The winess 
added tliat in the process the traders could cheat the growers also 
by deducting more money for moisture. This methOd of testing 
moisture was being followed by JCI also, but where there was dis-
pute about the moisture content then the moisture meter was being 
used. 

\ 

1.40. The Committee desired to know about the number of cases 
of disputes in regard to moisture content of jute purchased by the 
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J'CI during 1975-78 and 1976-77 and how these disputes were settled. 
4ftae Management have in a WTitten note, stated as follows:-

"Where the mo1sture content in jute exceeds the specified 
Jim't, a proportionate deduction in price is made while 
maklng purchases. The total number of cases where such 
deduction was made in 1975-78 and 1976-77 have since 
collected from our field offices and the particulars are 
given in the table below:-

Year Total number of cases where deductioo in price wu male 
on lICCOunt of excess moilture. 

--- ----- - ------------
1975-76 : 10,975 

1976-77 r 54.355 

While the majority of these cases were settled amicably, the 
actual number of cases where dispute arose and where 
such disputes were settled with the a;d of moisture meter 
are not available as no such records are maintained." 

1.41. It has been suggested to the Committee that in order to 
-check and avoid adopt:on of malpractices at the DPCs of the JCI 
popular Committees cons:sting of representatives of Kisan Sabhas. 
should be attached to each DPC. 

1.42. The Committee desired to know the reaction of the JCI to 
this suggestion. The JCI stated in a written note furnished to the 
Committee that this matter came up for d:scussion at the 60th 
meeting of the Board held on 31.8.77 when the Managing Director 
informed the Board that Dr. Asok Mitra, Finance Minister of West 
Bengal, had suggested that the JCI might get in touch with and 
involve the Kisan Sabhas in it purchase operations. The Managing 
Director had a;ked for guidance from the Board in this regard as 
'SUch involvement might assume political complexion. It was point-
-ed out by one of the Directors that in many areas there were vari-
ous Kisan Organisations and, though they belonged to different 
political parties, they did not have any difference of opinion in 
the matter of ensuring fair prices to growers ar.d fair dealings to 
them. Chainnan of the Board agreed that there was no harm in 
constitut:ng broad based local Committees headed by local officials 
such as District Magistrates and Deputy MagiStrates. 
44t7 L.S.-2. 
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1.43. The Management have infonned the Committee that action 
on the above is being taken by them. 

1.4A.. The Committee are unhappy that even in the limited nllDl-
ber of centres which the JCI has the staff of JCI indulge in the 
IDfllpractice of not purchasing jute directly from the growers. ~ 
allegation that JCI officials refuse to purchase jute from farmers 
on one pretext or the other as a result of which the farmers are 
compelled to sell their jute to private traders at lower rates is a 
very serious one and needs to be thoroughly investigated with a 
view to imposing proper punishment on those found guilty in the 
mat!er. 

VI5. In regard to the I3lIegation th"lt while purchasing jute from 
the middlemen bogus cash memos are prepared by the JCI staB in 
the names of different fanners in order to sh~ on rerords that 
jute has been purchased from the growers, the Commit~ee :ue not 
convinced with the statement of the Chief Marketing Officer that 
they had no way of confirming whether vouchers issued by the JCI 
stalf were genuine or otherwise. 

1.46. The Committee desire that the comphints that are pending 
with the JCI in this regard should be thoroughly investigated and 
exemplary punishment is awarded in proven cases of indulgence. 

1.47. The Committee also recommend that the GoverllDlent 
mould issue necessary directives to the Corpora~ion so that its pro-
c:arement is restricted mostly to the growers and the co-operatives. 

1.48. In this context, the Committee also feel tb"lt the sugges!ion 
for opening a national register of jute growers in the different jute 
growing States deierves to be seriously considered by the Govern-
ment so that each and every farmer could get a certificate which 
besides helping the Corporation in identifying the growers, coulcf 
also be beneficial in several other ways like distribution of credit, 
"puts and other such facilities. The services of the staff of JCI, 
during lean months.of the JCl's procurement opell3tions could, in 
the opinion of the Commi!tee, be utilised in the opening and main-
teDBDce of such a register. 

1.49. As regards alleged cheating of poor jute ~wers by the 
officials of JCI in other ways like down-grading of their jute, under· 
weighment and deductions on account of molsture etc., the Com-
mittee reeemmend that popular committees consisting of repreRII· 
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tatives of growers organisations sh9u1d be formed without delay in 
order to exercise pl'oper vigil and prevent the malp1'3ctices. The 
Committee also recommend that periodical surprise checks by 
supervisory staff of the J.C.I. should be made at aU D.P.Cs of the 
Corp:Jration where complaint/suggestion books should also be kept 
for the help of the jute growers coming to sell their jute. 

1.50. In regard to the use of Moisture Meters at the D.P.Cs of 
the JCI, which are stated to have the effect of scaring away of jute 
sellers frJm the D.P.C; the Committee would sugges! that the jute 
growers should be educated .. :hrough issue of leaflets and otherwise 
about the utility of such meters and their usefulness to the gro,~ers 
against exploltation by private traders. The Committee would also 
suggest that till such time as the growers get psychologican~, ad-
justed to the use of such meters, the D.P.Cs of 
the JCI should restrict their \!Se' only in cases 
of dispute in ragard to the extent of moj~:t\1re con-
tent in the ju~e offered for sale, and that too after convincing the 
seller about the utility of the meter foJ:' ,ln amicable settlement of 
the difterence of opinion in the matter. 

(d) Appointment of Agents 

1.51. To supplement its prices purcha~e operations, the Jute 
Corporation of India had to appoint private purchase a;ents in 1971-
72, 1973-74 and 1976-77. AccO'I'ding to the information furnished 
to the Committee, no advertisements were issued to ;'\vite applica-
tions for appointing such purchase agents during 1971-72 and 1973-
74. In 1976-77, however, advertisements were issued on two occa-
sions, viz., in seven newspapers on 31.8.1976 and 11 newspapers on 
22.9.1976 (two insertions). 

1.52. In all 16 agents were appointed in 1971-72, 36 in 1973-74 
and 9 in 1976-77. 

1.53. As to the criteria adopted for selection of agents dll'ring 
1973-74, the Chief Markeftng Officer of Jute Corporation of India 
has informed the Committee during evidence that "the State Gov-
ernments were asked to recommend some names and on the basis 
of their reconunendation the appo!.ntments were made." 

1.54. As against the above quoted assertion of the Chief M:n-ket-
ing Officer, the Officer on Special Duty of the Jute Corporation of 
India has stated during evidence that:-

"Not all the agents were appointed on the recommendations 
of the State Governments. In fact, not a very detailed 
scrutiny was made in appointing them." 
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1.55. From the written information furnished to the Cummittee 
they find that while the number of applicants ,-ecommended by the 
State Governments was 'nil' during each of the years 1971-72 and 
1976-77, in 1973-74 only four agents (out ofa total of 36 Ilppointed 
by the JCI) had been recommended by the State Governments. 

1.56. Representations have been made to the Committee that the 
appointment of these agents was done in an improper manner and 
there was lot of favouritism involved in their selection. Particular 
mention has been made about appointment of two firms of 
Calcutta, namely MIs. Maheshwari Brothers and MIs. Gouri 
Shankar Bhagawati Prasad as purchase agents of the Corporation 
in Andhra Pradesh. Apart from the complaints of favour:ti..'"!l1 in 
the appointment of these firms as agents of the CO!1laration, it has 
also been alleged that these agents indulged in a number of mal-
practices and they were also helped by the Chief Marketing Ofticer 
of the Jute Corporation of India in purchasing large quantities of 
jute by stopping or cutting down purchases by the Departmental 
Purchase Centres of the Jute CO'rporation of India in the areas 
where these agents were operating. In regard to the malpractices 
of these two agents. the Committee are informed that even though 
purchases made by them were beyond one crOT:? of rupees from 
different villages, there was no variation shown in the price of jute 
purchased by them on a single day. Purchases were al~o made 
from aU the growers at a un:form rate and no proper receipt was 
obtained. Further. the grading out-turn and other details of pur-
chases were not reported to the Corporation as required under the 
agreement between them and the Jute Corporation of India. No 
vaoriation was made between the weight of loose jute purchased 
and the jute baled therefrom. Nor any acceptable records were 
produced ~howing the detaCs of labour charges paid for assortm~nt 
and baling. Variation was found in figures shown in the consclidat-
ed purchase returns sent to the Carporat:on and those shown in the 
baled jute stock registers. Bales were found to bl> repacked and 
upgraded by changing the markings on bale tick~ts. 

1.57. The Officer on Special Duty of the Jute Corporation of 
India has admitted during evidence that "though they had pur--
chased from different growers, grade out-turn was the same. There 
is no indication on their books." 

1.58. The Comm'ttee are also info,med that till' jute purchased 
at one place (Parvatipuram) was at a price bel(\w the support 
price. Out of 198 growers in 21 villages who~e narnes were ~ven 
only 12 growers could be traced. All of them. however, denied to 
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have sold any jute to either of the two prIvate aJr,el'ts The remain-
ing 186 !'l"0wers named by the agents were non-existf'nt. The CertI-
ficates had been obtained from ear:h of the 21 viIlag .. heads support-
ing th:!I position. 

1.59. It has al~o been alleged that the Chief Marketing Officer 
of the Corporation (Shri Yagnik) had a holidav in the hotels ill 
AndhTa Pradesh at the expenses of the said two agents. Tile Com-
mittee accordingly called for deta:ls of the Chief Marketing Officer 
(Shn Yagn:k) going on holiday and the particulars of hi~ stllv and 
payments of bills relating to his stay. 

1.60. In the information furnished by the Chipf Markpting Offi-
cer the Committee find that from 9th April to 20th April, 1974, he 
had visited Andhra Pradesh on 12 days' ('&sual leave and de~ail. In 
respect thereof are given below: 

------ ----------
Dates lind Period ofleave Purpooe of ~ ofstay Amount Mode of 

paynl~t types of leave eharged 
leave ---------- ---- ---- ----

12 days Rest on 
(including medical 
2nd Saturday advice and 
and Sunday) pilpimage 

Waltair 6 days Approx. RI.: 
and Tirupati 1050 al Sun 
" days N' Sea HOld 

in Walt j, 
RI. 50 at 
Devastb 1I1am 
Cottage, 
Tarupati 

Paid in cub. 
Bill and receipt 
!lOt jretaincd. 

------- ~ - ----- ------- -------
1.61. During evidence, the Committe~ Also ricsired to know lI!l 

to how these private traders of Calcutta, had het>n appointed as 
agents of the Jute Corporation of India in Andhra. The Chief 
Marketing Officer (Shri Yagnik) stated In replv that it '_'las oone 
on the basis of orecommendat:on of the State G{. vernment. The 
witness added that u-post 1acto approval of the Managing Director 
of Jute Corporation of India had been takf'n in the matter 

1.62. In this connection, the Managm~ DireC'tor "f' the COJ"!lOra-
tio" stated during evidence:-

"If I remember correctly this file has aloreadv !:Icen subnitted 
to the Comm:ttee. I joined in 0ctoh'!r. 1973 al\d It was 
early November or so when th~_ fi!E' wa!l put up tl) me 
1M the then Finance Director. Apparently the appoint-
ment had already been made And ap~roval wall being 
asked to be formally regular:sed. The Finance Director 
raised objection but he said tr:J1 sinC'''! th"y hav!' ~h·ead~ 
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been appointed, it can be accepted and I had also Eaid in 
the same ve:n." 

urn. The Chief Marketing Officer has also informed the Com-
mittee during evidence that the owners of these two firms are bro-
thers but the families are not Eving together. The witness added:-

"Whether they are operating or living together ...... tbat is 
not what was bei:lg looked into T!:l;: ;:'jr, the !:ituation 
:& so bad tha+ I was alone loolliT'g af"~r ~he totol depart-
ment and at that time the pressure of work was so mucb 
and theore were complaints ........ " 

I.M. The Committee are surprised to note that in 1973-74, two 
private firms (Mis. Maheshwari Brothers and Gouri Shankar 
Bhagawati Prasad) of Calcutt) were appointed as agents of the Jute 
COrpOl'lltion of India for purchase of juti! in Andhra Pradesh. 

1.65. In view of the serious aaegations, also involving the Chief 
Marketing om~cr (Shri R. R. Yagnik) of Jute Corporation of India, 
in respect of the appointment of these agents and also the malprac-
tices indulged in by them during their purchlse operations on be-
half of the Jute Corporation of India, the Committee recommend 
that all these allegations should be thoroughly investigated in order 
to pin-po;nt the lapses and to fix responsibility for each of them, 
with a view to take suitaliIe action in the matter. Pending investi-
gation Shri Yagnik should be shifted from the present position and 
should not be allowed to handle purchase. sale and deJivery of 
jute. 

1.86. The Committee would in particular demand a thorough 
probe into the non-existence of 186 growers, out of 198 in 21 ... ·ilIag-
es whose names Mve been shown by the private agents as sellers 
of jute to them. and the denials by the other 12 growers about their 
having sold any jute to ei~her of the two agents. In the opinion of 
the Committee, the incol"pOration of such fictitiou'l names in the re-
cords of the agents amounts to a criminal breach of trust whic::h re-
quires to be th(}l'Oughly investigated and followed up by launching 
necessary prosecutions against the persons. concerned. 

1.67. In regnrd to the criteria generally adopted by !be Corpo-
ra~ion in making appointment of private agents, the Committee feel 
concerned at the contradictions in the statements made in this regard 
durinr evidence by the Chief M-uketlng Omcer and by the Officer on 
Special Duty 01 tbe Corporation. While the former has asserted that 
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appointments were made on the basis of recommendations of the State 
Governments the latter has sta!ed that "not all the agents were 
appointed on the basis of recommendations of the StIlte Govern-
ments." The position as stated by the Ofli('er on Special Duty is 
also confirmed from the fact that during 1973-74 only four private 
agents (out of a total of 36 appointed by the Corporation) were re-
commended by the S:ate Governments. The Chief Marketing om-
cer has thus misled the Committee for which the C:tmmittee would 
like his exphnation to be obtained and incorporated in the Action 
"Taken reply to this obserw!tion of the Committee. 

1.68. In regard to the principle of appointment of private agents, 
the Committee would ~uggest that instead of appointing private 
agents, who are reported to have indulged in various types of mal-
practices, the JCI should have their purchases made through co-
operatives who may in turn enroll small and marginal farmers a~ 
their members. 



CHAPTER n 
SALE OF JUTE TO MILLS 

2.1. The Committee find that the back-to-back arrangements 
proved a fail\rI'e because it resulted in huge amounts of outstand-
lngsagainat jute mills and when the Board of JCI decided finally 
to discontinue the back-ta-back arrangements on 31.5.76, the 
amounts of outstandings stood at Rs. 16.17 crores. In the 1976-77 
crop season, the Board adopted a cautious approach and decided to 
sell the jute procured by JCI only against guaranteed terms of pay-
ment. On scrutiny of JCl's sale of jute to mills after the back-to-
back arrangement was abandoned, certain c~ea have come to the 
notice of Committee in which irregularities had occurred. Such 
cases are discussed below. 

(a) Sale of Jute to National Company during 1976-77. 

2.2. In September, 1976 JeI entered into an agreement with the 
National Company and agreed to meet the entire reqUirement of 
the mill i.e. around 30,000 bales at the minimum Calcutta landed 
prices fixed by the Jute CommisSioner. The payment was agreed 
to be made by the Company 60 days after sight through confirmed 
and irrevocable letter of credit. The Company also agreed to pay 
Itorage charge at the rate o~ Re. 0.56 per quintal on the entire stock 
held by the Corporation on the mill's account from January, 1977, 
onwards. 

2.3. In a note submitted to the Committee, Jute Corporation of 
India has stated that the main consideration that weighed with the 
Corporation when the deal was negotiated was that the Corporation 
would be able to make use of the large godown space available 
with the mill which would reduce pressure on the limited godoWD 
space of JCI and would also enable the Jute Corporation of India 
to increase its turnover, save on carrying costs and reduce its over-
heads. 

2.4. The Company did not open letter of credit in time, letter of 
credit for Rs. 90 lakhs was opened by end o~ November, 1976 for 
aupply of jute for 4 months from November, 1976 to February. 1977. 
The value of letter of Credit being leas than one third of the valu~ of 
jute indented. 

18 
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2.5. Because of the delayed opening of Llc. the Corporation 
could not achieve its original objective for which the deal was 
negotiated, as it did not get any relief in regard to godown space 
during the purchasing period, the turnover was :tdversely affected 
and it had to incur heavy carrying costs for more than two months. 

2.6 . .It has been stated that in view of the inability of the Com-
pany to open the Llc and as a large quantity was involved in the 
deal, JCI cancelled the deal af~er obtaining legal advice. But as 
the Company protested, fresh negotiations were held and limited 
quantities were agreed to be supplied on concessional terms as 
compared to other mills. 

2.7. The details of the quantities sold to National Company the 
price charged to that Company as ~pared to thos~ charged to 
others are given below:-

Date of Sale Qty. in Qtb. 

(a) Against Bill DiIcouou., 

1,:1,900 

12,000 

l14,goo 

(b) ApiDlI Lie 
18,000 

JI,OOO 

21,200 

as,750 

Sales to National Company Pri"" 
W5 

For national 
Company 

,gB'7S 

107·60 

_'20 

IO~· '0 

211'''5 

Ut·oo 

(Aprill 

(May) 

For other 
MillI 

log' So 
•• 6'91 
020·6s. 

224· 34 

2.8. The matter regarding sale of 197~77 Jute to National Com-
pany was discussed by the Board of Directors for the first time at 
their meeting held on 13-4-1W17. The deal was adversely com-
mented upon by some of the Directors and the foJowing main point. 
were raised:-

1. The reasons stated for the sale of jute at the minimum 
price involving a 1018 were not convincing. The ad-
vantage to be gained by way of additional storage waa 
also not substential. 
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2. It was incumbent on the part of the management that, In 
an important matter involving a large amolmt of loss or 
deviatous from the standard practice, the Board should 
have been consulted. 

3. It was the decision of the Board that all jute purchased 
would be kept in buffer stock for sale oniy in the off-
season. The National Company had been given a pre-
ferential treatment and thus an irregularity had occurred. 

4. Sale of jute to the National Comp~y after cancelling the 
first agreement at a concessional rate involving a loss to 
the Corporation was not justified. 

2.9. During evidence the representative of Jute Corporation 01 
India admitted that JCI agreed to meet the en~ire requirement 01 
the National Company for 1976-77 and the actual quantity and the 
grades of jute to be supplied were not specified. It was a running 
contract linked with their consumption. It was '\150 admitted that 
the jute was sold at the m;nimum Calcutta price against 60 days 
letter of, credit. 

2.10. The Committee enquired as to how such an offer could be 
made. The Managing Director stated as fol~ows:-

"Perhaps, there would have been difficulty in really supply-
ing their jute all through the season. Th~re was a sug-
gestion from the Jute Commissioner that i!l view ·of the 
fact that the National Company might go into the 
market and buy at below tne minimum price, the Jute 
Corporation could possibly supply them jute at the 
minimum price." 

2.11. Asked if inte~st for 60 days of letter of credit was not 
provided in the contract, the Finance Director stated:-

"This deal was entered into with a' conscious decision to giow 
them jute at a concession"il rate, at a lower rate, than at 
the rate which we would have supplied to the mills in 
general." 

2.12. The Committee enquired as to why the deal was not brought 
to the notice of the Board. 

The Managing Director stated "not every deal passes through 
the Board." Asked if tltere was an authoritv above the Board who 
did this sort of thing, the witne9> stated: "Usually. the Committee 
of Operation has been empowered by the Board." 
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2.13. The Committee enquired if JCI had the approval of the Com-
mittee of Operat:ons (COP). 

"No formal COP meeting was held." 

- 2.14. The Committee take a very serious note of the fact that 
the Executives of Jute Corporation of Indh byp:lssed '!he Board of 
Directors as weD as the Camm-ttee of Operations and entered into 
a deal with the National Company and agreed to meet their entire 
requirement of raw jute a: concessional rates, much lower than the 
rates at which jute was supplied to other mill'!. They are surprised 
to note that even after the agreement was cancelled after obtaining 
legal advice, the JCI continued to supply jute a~ concessional terms 
as compared to other mills. The B:tard of Directors feIt that this 
was not justified. 

2.15. The Committee are infol'JDed tb:lt the Corpontion could 
not achieve i~s original objective for which the deal was negotiated 
as it did not get any relief in regard to godown space during the 
purchas'ng period, the turnover was adversely affected and it had 
to incur heavy carrying costs for more than two months. The 
Bond of Directors h3ve rightly pointed out tha~ the reasons stated 
for the sale of jute at the minimum price involving a loss were not 
convincing and that it was incumbent on the part of the Manage-
ment that, in an important matter involving a large amount of loss 
Bnd deviation from standard pndice. the Board should have been 
consulted. 

2.16. The Committee further note that the Management· flouted 
the decision of the Board tha: all jute purchased should be kept in 
buffer stock for sale only in the off-season. They entirely agree 
with the observation of the Board that the National Company h3d 
been given a preferential treatment and thus an irregularity had 
occured. 

2.17. The Commi:tee recommend that the matter should be tho-
roughly investigated with a view to fix responsibility. 

(b) Case re~ating to a letter of credit opened by Mis. J. K. Jute Mill. 
Kanpur in favour of Jute Corporation of Indin IJmited. 

2.18. During scrutiny of the material furnished to the Committee 
relating to transactions between the Jute Corporation of India and 
certain jute mills, a case has come to the notice of the Committee 
where bills valued at about Rs.30 lakhs (plus interest) due from 
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lI./L J. K. Jute Mills to the Jute Corporation of India were pend-
ing, in spite of the fact that these related to supplies of Jute made 
to Mis. J. K. Jute Mills 011 the guarantee of an irrevocable revolv-
ing (without recourse) letter of credit opened by the said Mill in 
favour of the Corporation with the Punjab National Bank. 

2.19. The brief facts of the case are as follows:-

1. At the request of J .. K. Jute Mill Co. Ltd. Kanpur, the 
Head Office o~ Punjab National Bank sanctioned a L. C. 
revolving documentary limit of Rs. 10 lakhs. The Kanpur 
Branch of the Punjab National Bank intimated the 
Calcutta Branch (Barbourne Road) of the Bank accord-
ingly, and the Calcutta Branch opened a letter of credit in 
favour of the Jute Corporation of India. 

2. The letter of credit was not to revolve for more than a 
times and total negotiations were thus nut to exceed 
Rs. 80 lakhs. 

I. The Jute Corporation of India started despatch of jute to 
the Jute Mills and got payment from Punjab National 
Bank, Calcutta after furnishing to the Bank the invoices, 
R. R., etc. as per terms of the letter of credit. The letter 
of credit thus revolved 5 times without any trouble. 

'- When the Jute Corporation of India submitted their sixth 
lot of papers to the Bank for clearance of payment no 
payment was forthcoming from the Bank. 

&. In the meantime, the Jute Corporation of India had suppUed 
to the Bank documents for two further consignments, 
but since these were to be cleared, as per terms of the 
L. C. only aftu the earlier bill had been cleared, these 
were kept pending by the Bank after obtaining con-
currence of the Jute Corporation of India to that effect. 

2.20. It was in these circumstances that an amount of above Rs. 30 
lakhs became outstanding from the Bank (acting on behalf of the 
J. K. Jute Mill) to the Jute Corporation of India. 

2.21 In order to ftnd the reasons for withholding of payments by 
the Bank, the Committee heard the Chairman· of the Punjab 
National Bank in the presence of Managing Director of Jute Corpo-
ration of India. During evidence, it transpired that the real cause 
o~ the dispute was that according to the records of the Bank. the 
letter of credif issued to the Jute Corporation of India contained 
condition that the Calcutta Branch of the Bank would not clear 
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payment from party, whereas tJ:i.e contention of Jute Corporation of 
India was that there was no such clause in the lette: of credit u 
received by them from the Calcutta Branch of the Bank. A copy 
of the letter of credit as furnished by the JCI to the Committee is 
,given in Appendix I. 

2.22. In this connection, the Chairman, Punjab National Bank, 
.tated during evidence:-

"We may be given an opportunity to go through this original 
>letter of credit that this Branch passed on. I am told, 
they generally put a stamp. One of the checks is whether 
that stamp was put or not because the original letter is 
not with us. We have got only a copy." 

2.23. In the written note furnished by the Punjab National Bank 
(through the Ministry of, Finance on 27-1-78) to the Committee 
.after evidence, it was inter alia., stated:-

"In all 11 bills for Rs. 50.18 lacs were negotiated under the 
LC opened and the LC had revolved 7 times. Bills worth 
Rs. 9.69 lacs presented by the Corporation were returned 
on 27-3-77 by Branch office Barbourne Road, Calccuta as 
the pr.evious bills of the aggregate valu~ of Rs. 10 lacs 
negotiated on 11th August, 1977 were still outstanding. 
The letter of credit in tke meantime expired. 

Though we are not legally bound to retain bills beyond· those 
already negotiated and paid, keeping in view the interest 
of a sister public sector concern we had contacted and 
persuaded the J .. K. Jute Mill to honour theIr commit-
ment. Out of the four bi:ls for 9.75 lacs received on 
collection basis f,rom the Jute Corporatioil of IndIa bills 
for Rs. 2.50 lacs have since been paid uy the J. K. Jute 
Mill Co. The Company has assured that they will retain 
other bills also." 

2.24. The written note from the Punjab National Bank did not 
make any specific mention of the dispute relatin~ to the condition 
in the letter of credit mentioned in Paragraph 2.21 above. The note, 
however, stated:-

"8. .. .. .. .. .. .. However, in the light of allegations 
being made by the Jute Corporation of India, we are In. 
vestigating the matter in detail. If any officer of the 
Bank is found at fault suitable action shall be taken." 
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2.25. On the 21st Febnlary, 1978, the Ministry of Finance, Depart-

ment of Economic Mairs, (Banking Division), were asked by the 
Committee to furnish the result of the investigations referred to in 
the Note received from the Punjab National Bank. 

2.26. In their reply dated 5th May, 1978 the Ministry of Finance 
(Department of Economic Mairs) Banking Division have stated all 
f()llows:-

"Punjab National Bank has since informed this Department 
that through the gO'Jd offices of the Punjab National Dank 
an amount of Rs. 9.69 lakhs due from J.K. Jute Mills Ltd. 
to Jute Corporation of India on account of bills drawn by 
the latter on the former has since been paid to Jute Cor-
poration of India. As regards action against the staff is 
concerned, the matter is receiving the bank's attention." 

2.2'1. The Committee note that the terms and conditions of the 
letter of credit as sent to the J11I~e Corporation of India by th. 
Punjab National Bank, Calcutta, difter from the terms and condi-
tions of the letter of credit in the records of the Bank. The Com-
mittee feel that thiJI may not merely be a case of negligence, and 
that thiJI has all appearances of 8 conspiraey. 

2.Z8. The Committee accordingly recommend that the inquirY 
being made by the Bank into the matter should be completed with-
oat farther delay and if the result of the enquiry so warrants, ne-
eesIIlry prosecutions should be launched not only against the ei-ring 
oftlcers of the Bank but also against the persons of the JK Jute 
MUls Involved In it. The Committee would like to be informed of 
the result of the probe suggested by them and further action taken 
by Government In the matter, without delay. 

(c) Sale of JU!e to Naffarchandra Jute MUis Ltd. 

2.29. As a result of certain sales on credit made to the Naffar-
chandra Jute Mills, an amount of Rs. 28.28 lakhs became outstand. 
Ing from the said Mills as on 15-11-77. The Committee have been 
informed that when the Mill failed in their payment~ on the basis 
of contract, JeI requested the Union Bank of Inrl.ia, who had their 
account, to persuade the mill to pay JCI's dues in accordance witb 
the directives of Reserve Bank of Ind:a date! 19-4-74 and 1-6-74. 
As a result the mi:I proposed to pay Rs. 3 lakhs per month from 
January, 1976. Thev !,~id Rs. 2 lakhs in December, 1975 and Rs. 2 
lakob! in January, 1!fT6 but failed to keep up their instalments, upon 
which JCI app_ched the Union Bank of India-again. In August. 
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1976 they further proposed ,to pay Rs. 3 lakhs by 15th of every 
month without any condition. This was insisted upon in view of 
the past failure o~ the mill to keep up instalments. The Company 
did not pay the instalment in October, 1976 they informed JCI that 
the mill was under lock out. On 19-11-76 JCI inti:nated the position' 
to Union Bank of India with the information that they had heard 01 
a proposal regarding change of management of the mill and request-
ed that arrangements may be made for realisation of their dues in 
use any party approached the bank with such a proposal. Copy of 
this letter was also sent to the Ministry. JCI have since then re-
ceived proposal for settlement of their dues from the new manage-
ment, which were under consideration before JCl's Board of Direc, 
tors. 

2.30. The Committee, during evidence, asked if JCI consulted 
lawyers before ownership changed hands to ensure that the due, 
were paid to JCI. The Director of Finance, 'Jcr replied in the 
negative. Asked if that was not the right moment to consult the 
lawyers and then go to the court to get a stay order till the dues 
were paid, the witness stated "the status of my demand does not 
change with the change of management." 

2.31. In regard to the steps taken by the Management to realise 
the dues the witness stated as fol1ows:-

"We informed their Bank with copy to the Government that 
the Mill was changing hands. We wrote to the UBI in 
November, 1976 that the total amount outstanding from 
the Mill was Rs. 27.50 lakhs as on 15-11-76; that we have 
got information to the effect that the present ownership' 
is making an arrangement of transfer a-nd sal~ of the Mill; 
that they may come up to the UBI for a,proval and that 
they rnav kindly take steps for the realisat:on of our 
dues in case they come up with such an arrangement." 

2.32. Asked if the Bank took any action in t~e matter, it was stated 
that the Bank had not replied and did not take any action. 

%.33. The Committee note that as a result of certain sales OD 
Cl'edit made to the Naffarchandra Jute Mills aD amount of Rs. 27.S. 
~ became outstanding as on 15.11.1976 when JCI got informa-
tiouto the effect that the ownership was making an arrangemeDt of 
transfer and sale of the Mill. They.are surprised to note thai the 
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Maaagemeot of JCI did not lake proper lepl steps to eDS1Il'e that 
4aes were paid. It h31 been .tatedthat ICl reCpiested the Union 
Bank of India to take steps for the realisation of d-. The Com-
mittee feel that the nntter shoald have been ~oroasly pursued 
with the Bank. 

2.34. The CommIttee recret to -te that the Union Bank of India 
4Jd Dot take any prompt action to realise the dues of Jel. TbeJ 
neommeDd that firm action should be tllken apiDBt theM I'espoD-
.ltl. fer nch a serious lapse in the Bank. 

(d) Sale of Jute to Kinnison Jute Mill 

2.35. Dur:ng evidence, the Committee we'I'e informed that Rs. 103 
lakhs were outstanding against Kinnison Jute Mill upto 1976. The 
eutstanding amount was Rs. 90.74 lakhs on 30.6.1977. 

2.36. The Managing Director, Jute Corporation of India, stated as 
follows:-

"Out of the purchase worth Rs. 96 1akhs they did not pay any-
thing at that time. What happened in 1976-77 was that 
they had this outstanding amount against the earlier sup-
ply. Then they asked for more Jute to be given on a 
letter of credit. We refused to deliver any jute unless a 
satisfactory payment schedule was arrived at. They then 
approached the Ministry and we received a letter :firom 
the Ministry that We may deliver them two months' jute 
and that they will later on submit a payment programme. 
Even after receiving that letter I refused to deliver the 
jute for which I was pulled up by the Ministry." 

2.37. The ManaPing Director added that he delivered the jute only 
llfter he received instructions from the Ministry. 

2.38. The Managing Director further stated that before the ins-
tructions were issued by the G<>vernment, the Director (Finance) 
was vehemently aplnst anv jute supply. Asked if the OSD raised 
any objection the witness ;eplied in the affirmative. 

The Committee enquired if the mill adhered to the terms of sale. 
The Managing Director stated "as regltTds payment, they did not 
adhere '- do like many other mills. " 
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2.39. In regard to the recovery of outstandings the OSD inform-
ed the Committee that the matter was referred to arbitration. The 
total amount involved in the reference made to the arbitrator was 
Rs. 84.71 lakhs. JCI got an award of Rs. 46.52 lakhs in their faVOUil". 
The award for the balance amount had yet to be given. JCI incur-
red Rs. 2,400 as legal expenses. 

2.40. Auditors Report to the Members of the Kinnison Jute Mills 
company for the year ending 31.3.1976 indicated that the company 
had been mismanaged, funds of the company had been diverted for 
the use of other public limited company, the Statutory !"equirement 
of land in respect of the worker's requirements had not been met, 
legitimate dues of Government, shareholders, workers and suppliers 
of various items requill"ed in the running of jute mills had not been 
paid. 

2.41. During evidence of the represe:ltatives of the Ministry of 
Industry the Committee enquired as to why the Ministry had issu-
ed a directive to JCI to supply Jute to Kinnison Jute Mills when 
JCI had refused to deliver Jute unless a satisfactory payment sche-
dule was arrived at. 

2.42. The additional Secretary of the Ministry stated: 

"The task that I was given was limited. That was, to what 
extent the closed mills can be reopened or continued or 
closure prevented. The point made by the Department 
of Company Affairs was that the Management was over-
hauled and they had been finding difficulty for raising 
enough finance from the banking system. They were re-
questing that the JCI may be asked to supply raw jute 
without insisting on clearance of past arrears. The 
suggestion made in the letter to which reference was made 
was that for a period of 2 months the JCI may he per-
mitted to supply the jute requirements of the mill against 
cash payment. In this period they may come to an under-
standing about the manner in which arrears could be 
cleared. I was looking at it ~om that angle onlY.". 

2.43. The Committee pointed out that the auditors' report on 
Kinnison Jute Mill was most disturbing and it was necessary for the 
Ministry to know the assets and liabilities of Kinnison Jute Mill. 
The witness stated ''the question was about reviving and restarting 
the mill and providing employment. The Department of Company 
Affairs had loOked into the affairs and they had intervened to super-
4497 LS-3. 
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sede the Board and appoint Mr. Kwnaramangalam and the other 
group." 

2.44. The witness further said "what was suggested in this letter 
was not giving credit but supply against cash payment without insist-
ing on clearance of past arrears; it was a very limited thing; and if 
this was not done the possibility of Kinnison closing down was there; 
this was a temporary palliative to avoid closure." 

2.45. '!be Committee feel that it was most inappropriate for the 
Ministry of Commerce to issue directive to the .lCl to make further 
supply of jute to Kinnison Jute Mill without insisting on the pay-
meat of hllle arrears. It was for the Government to Uke other 
meuur. to see that the Mill was not closed down. '!be Public 
Enterprises should be allowed to function on sound conunercial 
lines without interference of the kind that happened in this case, 
froID Government. 

2.46. The Committee also recommend that vigorous steps should 
be taken to recover the outstanding dues from the Mill. 

(e) Supply of Imported Jute to Shri Ram Jute Mills and 
Shri Ambica Jute Mills 

2.47. Imported jute and mesta was sold to Shri Ram Jute Mill on 
cash aga:nst delivery terms after keeping an advance deposit of 
Rs. 6 lakhs. to be adjusted against the last delivery. The sale was 
made on CAD (Cash and Delivery) terms, but the mill failed to 
keep up the payment schedule. In case of Shri Ambica also the sale 
was made on CAD terms. 

2.48. The quantity and value of imported jute and mesh sold to 
Shri Ram Jute Mills and Shri Ambica Mills are given below: 

------------------------------
Nam. of the Mill Quantity in hal", Valu. in Rupees 

I. Shri Ram Jut. Mill. 

g. Shri Ambia Jute Mills 9.97.500•00 

2.49. In a note submitted to the Committee JCI has stated that in 
both the cases deliveries were continued without verifying whether 
payment aginst earlier deliveries had been realised or not. 
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2.50. The Committee feel that preferential treatment was given 
by .lCI to Shri Bam Jute Mills and Shri Ambica Jute Mills in the 
supply of imported jute. They are astonished to find that in both 
the cases deliveries were continued without verifying whether pay-
ment against earlier deliveries had been made or not although jute 
was agreed to be supplied on cash ,and delivery terms. 

2.51. The Committee re.commend that the matter regarding sup-
ply of imported jute to both the mills should be thoroughly inves-
tigated with a view to pinpoint lapses. They also recommend that 
adequate steps should be take';' to recover the dues from the mills. 



CIIAPTEB m 
FINANCIAL MATTERS 

3.1. During the course of scrutiny of written informatiOR furnish-
ed to the Committee and during evidence. certain inadequacies/irre-
gularities in the procedures adopted by the Jute Corporation of India 
in financial matters have come to th~ notice of the Committee. Cer-
tain important aspects in this regard are discussed in the succeed-
ing paragraphs. 

<a> Delay in Presentation of Cheques 

3.2. The Staff Association of the Jute Corporation of India brought 
it to the notice of the Committee that cheques received from mills 
by the JCI in payment for supplies made to the mills were deli-
berately kept pending and presented to the bank after long inter-
vals. 

3.3. The Committee, therefore, called for information in respect 
of cheques received by the J.C.!. but not ~esented to banks by the 
ne.xt working day in keeping with normal business practices. From 
the information received. the Committee found that delay in presen-
tation of cheques to the banks was a normal practice with the 
management of Jute Corporation of India. It also came to the notice 
of the Committee that sometimes the period of delay in presenta-
tion of cheques went upto 60 days. i.e. a cheque No. 41774 for 
Rs. 2265.6Op. received from M/s. Kinnison Jute Mill on 29-1-74 was 
presented to the Bank on 28-3-74. During the 1975-76 also long de-
lays were found in the presentation of cheques iSSUed by the above 
mentioned mill as will be seen from the following two instances out 
of a long list of such cases pertaining to that year: 

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

Cheque No. Amount Date of Date of 
receiving Deposit 

1~'~5 I ,00,000· 00 U-II-75 3-'2-7~ 

197385 I.og.' '9- 88 2.-3-76 2()o.-76 

30 
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'3.4. The representative of the Jute Corparation of India has as-
sured the Committee during evidence that interest from the mills 
<>n outstanding payments is charged upto the date of clearance of 
the cheques and as such eVen by delaying the deposits of cheques 
in the banks no financial loss has to be suffered by the J.C.I. 

3.S. Notwithstanding the fact that delayed deposit of cheques by 
the Jute Corpoll8tion does not result in any loss of interest to the 
Corporation, the Committee feel extremely unhappy about the ex-
istence of the practice of delaying the deposits of cheques. On a 
perusal of some of the instances of long delays in presentation of 
cheques, the Committee cannot help feeling that such special 
accommodation has been shown by the J.C.I. particularly to MIs 
Kinnison Jute Mills which belong to Bird & Co Group with wblch 
the former Managin&" Director was connected earlier. The Commit-
tee accordingly suggest that this aspect should be probed into and 
responsibility fixed in the matter. 

3.6. The Committee expect that in future, the working of the 
Accounts Department of the Corporation should be so organised 
that all cheques received by the Corporation are duly deposited 
with Bankers of the Corporation by the next day without fail. 

(b) Acceptance of Post-dated Cheques. 

3.7. It has also come to the notice of the Committee that the Jute 
Corporation of India had been accepting post-dated cheques from a 
particular mill (JK Jute Mill). In particular, the Committee con-
sidered the case of 14 such cheques received in 1977, the dates of re-
ceipt of which from the JK Jute Mills were not even known to the 
Corporation. -. 

3.8. During evidence, it was admitted by the Finance Director of 
the Jute Corporation of India that no receipts were given by the 
Corporation in the case of these cheques. The witness also admitted 
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that the same was a mistake. The Committee desired the Managing 
Director to examine the matter in detail to fix responsibility and to 
furnish the Committee with a note showing action taken in the 
matter. The Comprehensive note, dated 24-1-1978 received from the 
Managing Director of the CoI"pQr8tion is reproduced below:-

"In the season 1976-77, the JCI procured ov.er 8 lakh bales and 
a decision was taken by the Board to sell this jute only 
against guaranteed terms of payment. Accordingly cir-
culars were sent to all Jute Mills inviting indents. On an 
application 'from J. K. Jute Mills Ltd., Kanpur, it was 
decided to allot 40,000 Qtls. of jute including about 1,400 
Qtls. of U.P. jute to this mills. The mill opened a LIC for 
a total value of Rs. 80 lakhs with a revolving limit of; 
Rs. 10 lakhs in February, 1977. As a general policy, the 
Cqrporation while seLling jute of 1976-77 crop had been 
pressurising the mills to clear the old outstanding dues. 
The purpose was to realise as much old dues as possible, 
and at the same time to ensure timely payment against 
fresh sales, which were to be on guaranteed terms of pay-
ment. Since, at the time of sale to J. K. Jute Mills, the 
Qld outstanding dues were about Rs. 34 lakbs and the 
value of fresh jute sold was about Rs. 80 lakhs, it was 
decided that despatch instructions would be on the basis of 
roughly 2.5 times the value of old dues cleared. Accord-
ingly by end of March 1977, against a payment of a little 
over Rs. 6 lakhs despatch instructions were issued for 
6,800 Qtls. valUed at about Rs. 15 lakhs. At this point of 
time, when the old dues stood at about Rs. 28 lakhs and 
value of undelivered balanCe at about Rs. 65 lakhs, J. K. 
Jute Mills were asked to give a definite payment pro-
gramme against the old dues so that the JCI eQuId also. 
phase out its deliveries against the fresh sale to them. 
In response, J. K. Jute Mills indicated that they would pay 
Rs. 16 lakhs during April and May, 1977 in four equal in-
stalments. keeping silent about the balance Rs. 12 lakhs. 
Cheque for Rs. 1.52 lakbs out of the proposed payment was 
sent by the Mills, under cover of letters dated 19-4-1977." 

Accept4nce of Post-Dated Cheques: 

A representative of J. K. Jute MiLl Ltd., came to Calcutta around 
the middle of April, 1977 and personally handed over 14 cheques 
worth Rs. 6.53 lakhs to the Marketing Division being balance of the 
instalment for the month of April The exact date of the receipt of 
the cheques is not recorded in the flles, nor did the representative of 
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J. K. Jute Mills Ltd. appear to have asked for a receipt for the chequ-
es, but the period of receipt of cheques can be pinpointed from the 
DQtings in the file to be after 12-4-1977 and before 20-4-1977 but 
nearer to the latter date. Since there was neither a covering letter 
with the cheques (hav.iog been handed over personally), nor an 
official receipt was granted, the Finance Division, while preparing 
the post-evidence replies to the Committee on Public Undertakings, 
put the date as "unknown" without trying to find out the date. 
Immediately after the receipt of the cheques, SIShri R. K. Chowdhuri, 
Director Finance and S. K. Bhattacharya. Officer-an-Special Duty, 
informed me that the cheques were to be presented, one each day, 
on consecutive dates, starting from 23-4-19117. I agreed to the pl'O!-
posa! and delivery instructions were issued for jute valued at about 
Rs. 20 lakhs. I was not, however, told at that point of time that the 
cheques were po,st-dated ones. I have explained this fact in a sub-
sequent paragraph. The procedure was repeated thrice, on 9.5.1977, 
when 16 cheques wot'th Rs. 8.07 lakhs, on 10-6-1977 when 8 cheques 
worth Rs. 4.05 lakhs and on 20-6-1977 when 13 cheques worth Rs. 6.23 
lakh~ were handed over, but all under covering letters on these 
occasions. 

Realisation against post-dated cheques 

All cheques mentioned above were presented to the Bank on due 
dates and duly credited to the JCI account. There was some delay 
in the actual credit, but this was due to the fact that these were out-
station cheques. Interest was, however, calculated upto the date of 
actual credit as per bank advice and, therefore, the JCI was not a 
loser on this account. Details of presentation and credit of the 14 
cheques at Serial Nos. 1-14 which have been verified from Pay-in-
Slips and Bank Statements, are given below: 

----
Sl. Ch"'lueNo. nate Amount Reed. on Presented Credited Remarks 
No. (Ra.) to Bank to JCI 

on BankA/c on 

,------- ---------
2 3 4 5 6 8 

--------------_._---
1 412626 23-4-77 57021 '49 On a 25-4-77 3-0-77 Delay due 

2 412627 25"4-77 54'27'40 day 25"4-77 3-0-77 to out 
atation 

3 4,2528 26-4-77 5.839'11 between 25-4-77 19-5"77 Cheques. 



34 

2 3 4 5 6 7 8 

4 4·2&9 27-4'"77 49348' 58 '3-4-77 27-4-77 2<>-5-77 IDterest 

.5 4.2630 :lB-4-77 50316'61 &lid 28-.t-77 
charged 

lI3-5-77 

6 412631 3<>-+-77 36653'50 2<>-4-77 3<>-4-77 '9-5-77 up to the 
date of 

7 419632 2-!r77 49540'92 31 2-5-77 ·8-5-77 credit, 

8 4.2633 2-5-77 373.8 -40 atated 2-5-77 18-5-77 

9 412634 3-5-77 4'97',55 3-!r77 ·8-5-77 

10 412635 3-5-77 38937'00 earlier 3-5-77 ·8-5-77 

II 412636 4-5-77 39545'94 4-5-77 '9-5-77 

'2 4.2637 5-5-77 40447'32 5-5-77 '3-6-77 

13 4126]8 ~5-77 52244'38 ~5-77 3-6-77 

14 4. 2639 7-5-77 53562' 72 7-5-77 3-6-77 

Adw4bility of accepting Post-dated cheques 

The basic thing for constderation was that J, K, Jute Mills Ltd_ 
were 'UIlable to pay their entire old outstanding dues at a 'time and 
requested for facility to pay about Rs. 50,000 per day, almost every 
day, by issuing separate cheques to be presented on different dates, 
but handing these over to the Corporation at a time in advance. 
Once this was agreed to, it was immaterial whether these were 
cheques all of the same date but presented one every day or the 
cheques were of different dates and presented on the due dates. 
Under the NegQtiable Instruments Act, a post-dated cheque can be 
also presented before the date on the cheque at the risk of being 
refused payment, but is a perfect tender if presented on or after the 
date of the cheque, In the latter case in the event of cheque getting 
dishonoured, the drawee has the right to take the same legal action as 
in the case of dishonouring of normal cheques, Ih other words, on the 
date mentioned on a post-dated cheque, the cheque becomes a normal 
one, Since the Finance Division was aware of this position, the 
Director (Finance) did not make a specific mention to me (as men-
tioned earlier) about the cheques being post-dated. 

Conclusion: 

Apart from the matter of acceptance of po.st-dated cheques, ad-
visability of which has been discussed in detail earlier, the other 
discripency of the date of acceptance of cheques at SL Nos, 1-14 
being "unknown" has also been explained, While it has to be admitt-
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ed that both the procedures of accepting current cheques for pre-
sentation later and accepting post-dated cheques are slightly un-
common, these procedures are fairly widely adopted in the trade. 
The position in case of the JCI was that it had difficulty in realising 
old outstanding and here was an opportunity to do so. Subsequent 
events proved that the Corporation, by accepting post-<iated checrues, 
was able to realise practically the entire old outstandings from J.K. 
Jute Mills, Ltd., and, therefore, it turned o.ut to be a very effective 
policy. The decision to accept the cheques was a considered and 
joint one and after going through the case, there does not appear to 
be any need for action at this stage. 

3.9. The Committee consider it an undesirable practice to accept 
post-dated cheques showing needless aecommodation to the Jute 
Mills. They recommend that the matter should be examined and 
action as found necessary should be taken. 

C. Quarterly Finaodal Report 

3.10. One of the methods for having a continuous appraisal of 
performance and inefficiency of each public undertaking is the 
submission of Quarterly Financial Report by each Corporation to 
the Ministry concerned. In August, 1963, the Bureau of Pllblic 
El,lterprises, while revising the form of the said Financial Quar-
terly Reports, impressed upon all Ministries to ensure "that the 
Report pertaining to each quarter reaches the Government by the 
end of the month following the close of the quarter, after being 
placed before the Board of Directors (if there is no Board meeting 
the Report can be placed before the Board after submission to 
Government)". 

3.11. From the information furnished to the Committee by the 
Jute Corporation of India, it came to The notice of the Committee 
that during the last one year, no monthly fquarterly Report had been 
submitted by the Chairman and the Financial Controller to Gov-
ernment. 

3.12. The Committee also called for factual information in thIS 
regard from the Min:stry of Industry, and their written reply to 
the same is reproduced below:-

During the last one year no monthly/quarterly Report had been 
submitted by the Chairman and the Financial Controller to Gov-
ernment. 
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3.13. The Committee also called for factual information in this 
regard from the Ministry of Industry, and their written reply to 
the same is reproduced below:-

"Quarterly financial report for the quarters ending 30th 
September, 31st December, 1975 and 31st March, 1976 
were circulated by JCI among the members of the Board 
of Directors and copies thereof were sent to the Ministry 
of Commerce also. Since the Corporation's financial 
year ends in June, their report "for the quarter ending 
30th June, 1976 was included in their Annual Accounts 
for the year 1975-76, finalisation of wrucn was considera-
bly delayed because of a dispute with the industry over 
the basis of fixation of final prices of jute supplied to 
the ·mills under the 'Back to Back Arrangement'. The 
Annual Accounts for the year 1975-76 were sent to the 
Ministry on 5th July, 197'(, along with the Agenda papers 
for the meeting of the Board of Directors, in which they 
were to be considered. 

Quarterly reports for the qua'rters ending 30th September, 1977 
and 31st December, 1977 have not been received so far. 
However, even though these quarterly reports have not 
been received, the performance of the Corporation was 
kept under review by the Board of the JCI, in which 
the Government is weI!- represented. 

It may be mentioned that the Corporation's accOllRtabilRy to 
the Government is ensured through the Government's 
nominees on the Board of Directors." 

3.14. The Committee accordingly discussed this matter -during 
evidence on 4th January, 1978 and the reasons for irregular sub-
mission of Quarterly Reports were thus explained-oy T.ie Finance 
Director: 

"I had to submit a quarterly report. It was submitted in 
1975. The quarterly reports of 1976-77, I have not sub-
mitted. In Augus~, 1976, I submitted my last quarterly 
report to the Office of the Member, Audit Board and e;r-
offic1o Director, Commercial Audit. In June, I close my 
books of account. Then in June, I submitted the com-
plete account for the whole year. Then "a'gain I could 
not submit the account because of some dispute." 
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3.15. On this matter, the Managing Difector stated 
evidence:-

during 

"I have no comments to make on this. This should have 
been sent .... Apart from saying tliat this was a lapse 
on our part, I cannot say anything." 

3.16. The Committee are greatly concerned to note that there 
have been serious lapses on the part of the Jute Corporation of India 
in the matter of submission of Quarterly Financial Reports, for 
which both the Managing Director and the Jrinance Director Jointly 
are responsible and their action cannot but be deprecated. 

The non-submission of the Quarterly Reports on a regular basis, 
would undoubtedly give rise to a suspicion that there was some-
thing to lillie. 

3.17. The Committee twould aeconIingIy suggest that the compila-
tion and submission of the Quarterly Financial Reports should be 
so organised that the Report pertainmg to each qua!.rter \reaches 
the Government by the end of the month following the close of 
the quarter as required under the existing direction of GGvern-
ment. 

D. Appointment of Auditors 

3.18. Jute Corporation of India has got three kinds of auditors 
(i) Statutory auditors appointed on the advice of the C&AG, (ii) 
Government Auditors and (iii) the Internal Auditors appointed by 
the Board of Directors. 

3.19. Jute Corporation of India had a small internal audit cell 
COnsisting of one Deputy Financial Manager and two Assistants 
which was operating till April, 1974. Then the Board of Directors 
decided to hand over the internal audit to an outside agency and 
accordingly MIs. S. R. Batliboi Co. were appointed as auditors. 
The monthly expenditure on the internal audit cell was 
Rs. 3,000, whereas the fees paid to the outside agency was Rs. 7,500 
per month. 

3.20. During evidence the Managing Director stated:-

"The Management very strongly pleaded for an internal 
audit, but the Board over-ruled this at that time and 
insisted on having an external agenry." 
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3.21. At the time of renewal of the appointment of external audi-
tors for the second taime the management pleaded that the internal 
audit cell staffed by the employees of J. C.1. would be more useful 
and less expensive. But the Board rejected these arguments and 
decided to continue the existing arrangements. 

3.22. The Committee feel that the internal audit work should be 
bandled by a properly statfed cell of the Corporation. 

(e) Profit on Exports lying idJe in Current Account 

3.23. During evidence the Finance Director informed the Com-
mittee that JCI had a separate account in the United Commercial 
Bank from exports of raw jute. In that account Rs. 83 lakhs had 
accumulated. JCI had some dispute with the Bank. The Bank 
had not credited about Rs. 16 lakhs for the goods which JCI ex-
ported to African countries on letters of credit basis. n took ov"" 
8 year to settle the dispute. About Rs. 23 lakhs was in the State 
Bank. 

3.24. The Committee enquired if JeI was 'getting any interest 
on current account, the witness replied in the negative. Asked if 
interest was being paid by JCI on overdrafts, the witness repIied: 
"of course". . 

3.25. The Committee enquired about the loss suffered by the 
Corporation in tenns of interest on the money that was lying in 
the Bank if the rate of interest was 18 per cent. The Managing 
Director stated: 'Approximately Rs. 12 lakhs'. 

3.26. Asked as to who was responsible for that, the Finance 
Director stated:-

"The Management is ultimately responsible. We have not 
gone into that. We have not done any exercise." 

3.27. The Committee take a serious note of the fact that JCI al-
lowed to accumulate at a time nearly one crore rupees in the Banks 
in the current account. It has been admitted by the Finance Direc-
tor that the Management is ultimately responsible for the loss of 
interest amounting to abont &s. 1% lakhs. The Committee recom-
mend that responsibility for the lapse should be fixed. They also 
recommend that clear gnidelines should be laid down for depositing 
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the public money in Banks so as to ensure that an amount exceeding 
a prescribed limit is not allowed to remain in the CUl'rent ac:count 
for more than a week. • 

f. Tax liability on account of Export of Jute 

3.28. The total tax liability of JCI for export of raw jute was 
stated to be Rs. 103 lakhs. During evidence, the representative of Jct 
informed the Committee that the Sales-Tax Advocate advised that 
this was a liability of a contingent nature and this might be provid-
ed in the accounts. However, no such provisio~ in the accounts 
was made by JCI. 

3.29. The witness stated that the matter was sub-judice. The 
last hearing w~s in April, 1976. They had obtained Stay-order. 
West Bengal Government could not do any thing till the High 
Court passed an order. JCI took the stand that the Raw Jute 
Amendment Act of 1967 did not receive the assent of the President 
of India. The learned judge directed the Advocate General to 
furnish with the facts. This had not been done so far. 

3.30. The Committee take a serious note of the fact that DO pr0-
vision for tax liability on account of export of raw jute w.u made 
by JeI in spite of the advice of tbeir Sales-Tax Advocate. They 
need hardly stress that such irregularities should be avoide~ 10 that 
the accounts give a true picture of affairs of the Corporation. 



CHAPTER IVI 

D. MISCELLANEOUS MATTERS 

(a) Misappropriation of Jute by Khardan Co. Ltd. 

4.1. With a view to bringing price stability to the jute market 
and maintain a steady supply of ra.w jute to the mills, a raw jute 
bufter scheme was evolved. Under the scheme, the jute mills were 
to provide the storage space at their cost while the carrying cost 
represented by interest and insurance were to be shared between 
the industry, the Govetnment of Lndia and the JCI in the ratio of 
60: 30": 10. The scheme was to be operated by the JCI on a no-
profit-no-Ioss basis under the guidance of a Joint Committee on 
buffer stock with the Jute Commissioner as Chairman, with the 
representatives of the Industry and the JCI as members of the Com-
mittee. Initially, it was decided that the jute to be imported by the 
JCI from Bangladesh under Balance Trade and Payment Arrange-
ment was to be put in the buffer stock. As per the allocations under 
the scheme, a quantity of 4,381 bales valued at Rs. 10.60 lakhs were 
deposited in the godowns of Khardah. Mill Company during the 
period between June, 1974 to April 1975. This quantity was to be 
taken over ultimately by Khardah Mill on payment. The Corpor-
ation also kept 3,432 bales of unsold jute imported between June 
1973 and Ocfu1ier, 1973 on the understanding that the Corporation 
would pay 'Die rent and other charges to the mill. Out of this the 
JCT lifted 1,416 bales leaving balance of 2,016 bales. This quantity 
was confirmed by the mill Company by their letter dated 17-10-1974. 

'4.2. On receiving information that the mill Company had unau-
thorisedly taken out JCl's jute for its own use officers of the JCI 
visited the godowns on 22nd ana 23rd April, 1975 for physical veri-
fication and it was found that there was a shortage of 3,375 bales 
valued at Rs. 8.05 l~khs from the buffer stock and 1,251 bales valued 
at Rs. 5.43 lakhs from the JCI's own stock of jute kept in the;r 
llodowns. The verification was made in the presence of the mill 
Company's officials. 

4.3. As the Company failed to pay for the jute taken out immedi-
ately, the Corporation was forced to make two complaints i.e. one 
in regard to buffer stock jute and the other in regard to JCI's own 
jute. On the bas;s of the police report. the Maltistrate issued a 
warrant for the arrest. under I.P.C. Sec. 1208 and Sec. 406, of three 
directors and three officers of Khardah Mill. The High Court ad-
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mitted a writ petition filed by one of the Directors and granted an 
inj~ction. This injunction was vacated on 18-3-1976. An appeal 
agaInst the order vacating the injunction was rejected by the Ap-
pellate Bexu:h on 8-4-1976. 

4.4. The question of recovery of the value of the misappropriated 
jute from the mID could not be proceeded with earlier as the Com-
pany was also one of the petitioners in the High Court for injunction. 
In the meanwhile, the management of the Company has been taken 
over under the I(DR) Act and negotiations are going on with the 
new management with a view to making the company acknowledge 
the value of the misappropriated jute as . debt. 

4.5. During evidence, the Committee were informed that no 
evidence has yet been recorded. It is a police case and police have 
been go'ng very slowly in the matter. There has been delay even 
in filing the charge-sheet. The complaint was lodged in April, 
1975 ana the Company was charged she€:ted on 28th May, 1977. 

4.6. The Committee pointed out that it was mandatory for JCI, to 
inspect the jute that was kept by JCI in various mills. It was 
stated 'fhat in 1976-77, an inspector had been permanently pO'lted in 
each Mill ul\til such time the jute was taken out of the godowns. 
Four or five mills were under the charge of an Assistant Marketing 
Manager who visited the mill regularly till the stocks were sold. The 
OSD stated that in 1975 this system was not there. 

4.1. The Committee note that about Ks. 13.48 lakh worth of jute 
kept by JCI in the godown of Kharda Co. Ltd. during 1914-15 was 
misappropriated by the Company. They are surprised to note that 
the Corporation did not make any arrangements for regularly in-
specting the jute kept in the godOWDS of the mills. An Inspector was 
permanently posted at each mill only after this misappropriation 
case involving huge amount came to the notice of the Management. 

4.8. The Committee regret to note that the losses have not been 
recovered SO far. They find that even after the case was regis-
tered by the Police the matter has proceeded at a very slow pace. 

4.9. The 'Committee recommend that the case should be pursued 
vlcorously and the matter' should be taken up with the Government 
of West Bengal in order to recover the value of the misappropriated 
jute fromfthe mill and at the same time get the culprits punished. 

4.10. In their Thirteenth Report on Jute Corporation of India-
Procurement and Marketing of Jute byJCI the Committee have re-
commended that adequate stePs 8hould be taken to auess the total 
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requirement of godown space--tbe lI11 ..... uent years and to plan 
-the construction of suc:h pdOWDS iu a phllllecl 1IUIDDer. The Com-
mittee need hardly stress that the Corpontien should learn from 
the put experieDce and avoid using the pdoWIIS of the mills for 
creating a butler stoc:k. 

(b) lliriag of Taratola. Gedown 

4.11. Two godowns including canopies and quarters having a 
total area of 89,355 sq. fi. at Taratola Road. Calcutta, were hired 
from Poddar Services Limited, Calcutta, @60 paise per sft. per 
month. The possession of one godown was taken on 11-1{)"1976 and 
the other on 26-10-1976 and they were released on 30-11-1977. 
Parti:ulars of rent paid are as under:-

October 1976 and November 1976 

December 1976 to November 1977 

Ro. 

Ro. 

76.036 '95 

6.43.356. 00 

4.12. In regard to the hiring of Taratola Godown m has stated 
a. foUo,":-

"The inadequacy of storage space was one of the major COB-

straints which stood in the way, of procurement operation 
of the JCI, during 1976-77 season. With faU in prices to-
wards end-September/early-Octobet 1976 there was 
mounting pressure on the JCI to increase its pa.ce of pro-
curement from an quarters including the State Govern-
ments. The JCI by then had secured some mill and 
press godowns through the good offices of the jute Com-
missioner who had to invoke the nm but the space 
secured was not adequate. Even the response received 
to advertisements issued in press for godown space was 
very poor. Offers for 2/3 godOWDS in the dock area were 
received for which the rent demanded ranged between 
60 paise and 75 paise pet sq. ft., bUt on inspection they 
were found to be unsuitable. 

At this stage, Poddar Services Ltd. came up with a pro-
posal to let out the two godowns mentioned above. As 
the two godowos had a total covered. area of over 89,000 
sft. with a storage capacity of about 50,000 bales and as 
they were found otherwise suitable for storage purpose, 
negotiations for hiring were started with Poddar Services 
Ltd. Shri Poddar of Podciar Services Ltd. Initially de-
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manded a very high rent on the ground that the two 
godowns, located as they are in the dock area, would 
fetch a rent higher than those in other areas. The matter 
was brought to the notice of Shri S. K. Roy, the then 
Chairman of JCI and eventually after a joint discussion 
in his room on 27-9-76 it was agreed to take the two 
godowns on a monthly rental @ 60 paise per sft. for a 
period upto 30-9-1977. SubsequenUy, negotiations were 
made to renew the godowns for a further period, but 
u Poddar Servi~ Ltd .. did not agree to extend the 
tenancy on the same terms the godowns were released 
with effect from 30-11.1977." 

4.13. The Committee enquired about the rents paid and the rates 
that were paid for a number Qf godowns in Calcutta. JCI as stated 
:as follows:-

"There are no similar god owns in the dock area in the 
possession of the JCI, but particulars of three other 
smaller godowns taken on hire in Calcutta and Howrah, 
viz., at Manicktala, Belgharia and Sibpur and the rent paid 
for each are given below:-

-"-----
Place Covered Rent per 

area .ft. per 
month 

--------------------
.ft. p. 

I. Manicktala 10,836 40 

2. Nimta (Bdgharia) 10, 123 30 

3. Sibpur 19,513 45 

4.14. Of the above three godowns, 1 and 3 have already been 
released. Our enquiries indicated that the ewc had taken on hire 
a godown in a adjoining area (near Majherhat Railway Station) in 
1974 at 50 p. per sft." 

-. 
4.15. Asked if the Fire Services had given any advice for the 

release of the godown, it was stated that the Fire Services, Govern-
ment of West Bengal, did not ask for release of the godowns. The 
advice given by them was as under:-

"It appears that the godowns are not structurally unsuitable, 
but the water source is only approachable beyond the 
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" pubUc I'Oad and this is also subjected to "monsoon ram.. 
~ Jute Corporation of India "Ltd. authority has no 
directcentrolover the' tank and the godown is not pr0-
vided with installation as already mentioned in other 
cases,U 

4.16. The Committee ~dthat the T~atola godOWD was not only 
hired by JCI exorbitant rates bUt it w.as also not fit to be hireI. 
beeaulle· it was· lacking itt necessary fire. ex~ an-angements. 
JCI dill. not renew this godown another year only w~en the Direc-
tor of Fire SerVices advised theJu, to release thia codOWD. The C0m-
mittee recommend that before hiriDg of g~downs the Central Ware-
housing CorporatiOil and other Central or State Government 
Organisations having Warehousing spaee to offer should invariably 
be consulted and it should be ensured that the godoWIIS are hired at 
the prevailing market rlltes and that they are structurally suitabJe. 
in all respeets. 

4.17. The Committee have already stressed that JCI should assess 
the total requirement of godOWD space in the subsequent years and 
should plan the construction of godowns in a phased manner as to 
ensure that adequate storage capacity is available for mantaining 
butfer stock. . 

C. Loss of Jute in Fire in Belvedere Godown 

4.18. A total of 29,007 bales (35,187,62 quintals) were kept in 
stock in the Belvedere Jute Godowns. Taking cost, interest, ware-
housing charges, etc. the total value of the stock was Rs. 75.21 lakhs 
approximately. The total quantity of jute kept in the Belvedere 
godown was burnt. It was fully insured. The admitted claim 
on the basis of ruling market rates as on the date of fire was Rs. 75.83 
lakhs. During evidence the O.D.C .. , JCI informed the Committee 
that JCI got more compensation as the market value had gone up. 

4.19. The Committee enquired if any instructions had been issued. 
for taking adequate precautions, the witness stated "we had given 
instructions to the Assistant Marketing Manager and the people on 
the spot-day guards and night guards". The witness added "we 
had issued written instructions after the fire incident ... " . Prior to that 
the instructions were verbal." 

4.20. In a note submitted to the Committee the JCI have stated 
that a Committee Was appointed to make an enquiry into the loss of 
jute in fire. The Committee submitted its report on 9-1-1978. The 
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Committee, however, unable to arrive at the exact cause of fire and 
recommended that the case shoUld be referred to the CBI. JCl 
have further stated that although it was rather late, action was being 
taken accordingly. 

4..21. The Committee regret to note that the ~tire quantity of 
about 29 thousand bales of jute worth Rs. 75.21 lakhs kept in the 
Belvedere ",dOWD was burnt in fire. They are surprised to n4te 
that no written instructions had been issued. to the security staff 
and others concemed for keeping the necessary vigil. The Colll-
mittee appointed by Jel Management to make an enquiry into the 
loss of fire has recommended that the case should be referred to the 
C.B.I. The Committee would like to be informed about the results. 
of investigations conducted by the CoB.I. 

NEW DELffi; 
MlZTch 27, 19179 

Chaitra 6, 1901 (Saka) 

JYOTIRMOY BOSU, 
Chairman. 

Commititee on Public Undertakings. 



APPENDIX I 
(Vide Para 2.21 of the Report) 
PUNJAB NATIONAL BANK 

BRABOURNE ROAD, CALCUTl'A. 

Beference: Credit Dated: 22-2-1977 
No. ILC16177 
.l"ute Corporation of Ind;a Lt!L, 
I, Shakespeare Sarani, Calcutta-17. 
!)ear Sir, 

Reg: Our B.O. Generalganj, Kanpur 
LICredit No. 1177 .... dated 1()"2-77 

At the request of MIs. J. K. Jute Mills Co. Ltd. Karola Tower, 
Kanpur we have to inform you that welour above omce have opened 
.a confirmed Irrevocable and without recourse Revolving letter Qf 
oCredit to the extent of Rs. 10,00,000/- (Rupees Ten lakhs only) in 
allioutstanding at anyone time valid in Calcuttaluntil 31-5-1977 and 
:available against your sight Draft(s) drawn on Messrs J. K. Jute 
Mills Co. Ltd. Kamla Tower, Kanpur and accompanied by the 
'following documents:-

1. Signed Invoice in duplicate. 

2. Railway ReceiptlDelivery Order...... basis made to order 
and endorsedlblank endorsed in favour of PUNJAB 
NATIONAL BANK EVIDENCING DESPATCH OF:-

Raw Jute--from TD 4 to TD 8 and From W-4 to W-8 and 
mesta variety . 

. From any centre of Jute Corporation of India to Kanpur (J. K. Jute 
Co. Ltd.) located at UP, Bihar, Assam and West Bengal, one or more 

drawings 

Additional Conditions: (1) LiC will be effective from }0..3-77 and 
ft expires on 31-5-77; (2) The LiC is not to revolve for more than eight 
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times and total negotiations not to exceed Rs. 80 lacs; (3) Discounting 
charges will be levied as per Bank rules; (4) Tenor of bills Demand 
decy. Bills accompanied by RIRs and/or T/Rs drawn by Jute Cor-
poration of India. Invoices of JCI to be countersigned by Sarvashri 
Budmal Parikh or Ghandhyam Das Kachwal, the signature of which: 
is duly at~ted. 

Sight Draft drawn under this credit must contain the clause 
"DRAWN UNDER PUNJAB NATIONAL BANK, B.O. Generalganj. 
Kanpur LICredit No. 1177 ........ dated 10-2-77. At the time of 
negotiation of documents under this credit this advice must be p~ 
duced for necessary endorsement at the back. Documents drawn and 
presented strictly in ;lccordance with the terms of this credit w;U be 
duly honoured by us. 

" -
Yours faithfull}r. 

Sdl- Illegible 
Manager;.. 

Sdl- Illegible 
Accountant 



APPENDIX n 
Summary of ConclU8~IRecomme7ldations of the do~mittee,on 

Public Undertakings contained in tlu!Report , 

Reference to 
S. No. Para No. in 

the Report 

(1) 

] 

(2) 

1.13 
to 

1.15 

oj" I 

,Summary of Conclusions!Rec~endatiohS 

" :1 

(3) 

From the figures made available to them 
regarding publicity pamphlets and total ex-
penditure of Jute Corporation of India on 
publicity, the Committee cannot but conclude 
that the publicity aspect has been utterly neglect-
ed by the Corporation. On the basis of the ex-
perience of the study groups of the Committee 
during their extensive taurs to jute-growing areas, 
the Committee are inclined to agree with the 
complaints made to them that even the limited 
number of publicity pamphlets issued by the Jute 
Corporation are not being actually distributed to 
the growers properly. 

As admitted by the Management, the expendi-
ture on publicity is inSignificant as compared to 
the total overheads of the Corporation. Also, the 
publicity leaflets are printed and issued only in 
SeptemberjOctober each year which is well after 
the commencement of the jute season when their 
distril1ution can hardly serve any purpose. 

The Committee would, therefore, suggest that 
a well-thought out publicity plan should be pre-
pared and launched every year well in advance 
by the Corporation in order to ensure that right 
at the time of harvesting of their jute crops, the 
growers are fully aware of the operations of the 



(1) 

3_ 

(2) (3) 

JCI and connected facilities available to them in 
the area for selling their produce directly to the 
Corporation. 

1.21 The Committee note that as against the arrivals 
to of jute in the markets in the month of JunelJuly, 

1.23 the JCI has, during the last three years, been 
entering the field of purchase mostly in the later 
half of A'Ugust by which time the small jute 
growers, to meet their pressing demands of 
finance, sell most of their produce to private 
traders. 

1.44 
to 

1.46 

The Committee feel that the real objective 6f 
ensuring remunerauve prices 'to the jute growers, 
for which the Jute Corporation of India was set 
up, cannot be achieved unless the Jute Corpora-
tion is in a position to buy jute at the peak arrival 
time immediately after raw jute begins to be 
brought by the growers to the markets for sale. 

The Committee strongly stress that the pro-
curement operations of JCI should be taken up in 
right earnest from the start of the jute season and 
so oriented that there is no complaint from any 
corner about the growers having to resort to dis-
tress sales to private traders due to delay on the 
part of JCI in entering the market. The Corpo-
ration should also ensure that their procurement 
operations are at full swing at the time of 
festivals like Puja and Id when the demands 
of the gr9wers, pressing as they are, generally 
compel them to dispose of their jute at whatever 
priCes are offered to them. 

The Committee are unhappy that e,-en in 
the limited number of centres which the JCI 
has the staff of JCI indulge in the malpractice of 
not purchasing jute direct!y from the growers. 
The allegaion that JCI officials refuse to purchase 
jute from farmers on one pretext or the other as 
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... 

4. 1.47 

5. 1.48 

.. 

8. 1.49 

(3) 

• result cif which the fanners are compelled to> 
sell their jute to private traders at lower rates is 
a very serious one and needs to be thoroughly 
investigated with a view to imposing proper 
punishment on those found guilty in the matter. 

In regard to the allegation that while purchas-
ing jute from the middlemen bogus cash memos 
are prepared by the JCI sta1f in the names of diffe-
rent fanners in order to show on records that jute 
has been purchased from the growers, the Com-
mittee are not convinced with the statement of 
the Chief.Marketing Officer that they had no way 
of c:c:mfinning whether vouchers issued by the 
JCI staff were genuine or otherwise . 

The Committee desire that the complaints that 
are pending with the JCI in this regard should be 
thoroughly investigated and exemplary punish-
ment is awarded in proven cases of indulgence. 

The Committes also recommend that the-
Government should issue necessary directives to 
the Corporation 90 that its procurement is restrict-
ed mostly to the growers and the co-operatives. 

In this context, the Committee also feel that 
the suggestion for opening a national register of 
jute growers in Hie different jute growing States 
deserves to be seriously considered by the G0-
vernment so that each and every farmer could get 
a certificate which besides helping the Corpora-
tion in ideptifying the growers, could also be bene-
ficial in several other ways like distribution of 
credit, inputs and other such facilities. The ser-
vices of the staff of JCI, during lean months of 
the JCl's procurement operations could, in the 
opinion of the Committee, be utilised in the open-
ing and maintenance of such a register. 

As regards alleged cheating of poor jute 
growers by the officials of JCI in other ways like 

.--------------
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7. 

8. 

9. 

(2) 

1.49 

1.50 

1.64 

51 

(3) 

down-grading of their jute, underweighment and' 
deductions on account of moisture etc, the Com-
mtttee recommend that popular committees consi-
.sting cA. representatives of growers organisations. 
should be formed without delay in order to exer-
cise proper vigil and prevent the malpractices. 

The Committee also recommend that perl-· 
odical surprise checks by supervisory staff of the 
J.C.I. should be made at all D.P.Cs of the Corpora-
tion where complaintlS'uggestion books should 
also be kept for the help of the jute growers com-
ing to seJl their jute. 

In regard to the use of Moisture Meters at 
the D.P.Cs of the JCI, which are stated to have 
the effect of scaring away of jute sellers from the 
D.P.Cs, the Committee would suggest that the jute 
growers should be educated through issue of 
leaflets and otherwise abO'l.lt the utility of such 
meters and their usefulness to the growers against 
exploitation by private traders. The Committee 
would also suggest that till such time as the gro~ 
wers get psychologically adjusted to the use of· 
such meters, the D.P.Cs of the JCI should restrict 
their use only in cases of dispute in regard to 
the extent of moisture content in the j'llte offered 
for sale, and that too after convincing the seller 
about the utility of the meter for an amicable 
settlement of the difference of opinion in the 
matter. 

The Committee are surprised to note that in 
1973-74, two private firms (Mis. Maheshwari 
Brothers and Gouri Shankar Bagawati Prasad) 
of Calcutta were appointed as agents of the Jute· 
Corporation of India for purchase of jute in 
Andhra Pradesh. 

1.65 In view of the serious allegations also in-
volving the Chief Marketing Officer (Shri R. R. 
Yagnik) of Jute Corporation of India, in respect ._--- --.- .... -
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(1) (2) 

1.66 

11. 1.67 

(3) 

of the appointment of these agents and also the 
malpractices indulged in by them during their 
purchase operations on behalf of the Jute Cor-
poration ofIodia, tbe Committee recommend that 
all these allegatians should be thoroughly investi-
gated in order to pin-point the lapses and to fix 
responsibility for each of them., with a view to 
take suitable action in the matter. Pending in-
vestigation Sbri Yagnik should be shifted from 
the present position and should not be allowed to 
handle purchase, sale and delivery of jute. 

The Committee would in particular demand 
a thorough probe into the non-existence of 186 
growers, aut of 198 in 21 villages whose names 
have been shown by the private agents as sellers 
of jute to them, and the denials by the other 12 
growers about their having sold any jute to either 
of the two agents. In the opinion of the Com-
mittee the incorporation of such fictitious names 
in the records of the agents amounts to a criminal 
breach of trust which requires to be thoroughly 
investigated and followed up by launching neces-
sary prosecutions against the persans concerned. 

In regard to the criteria generally adopted 
by the Corporation in making appointment of 
private agents, the Committee feel concerned at 
the contradictions in the statements made in this 
regard during evidence by the Chief Marketing 
Officer and by the Officer on Special Duty of the 
Corporation. While the former has asserted that 
appointments were made on the basis of recom-
mendations of the State Government the latter 
bas stated that "not all the agents were appointed 
on the basis of recomIXlendations of the State Gov-
vemments." The position as stated by the Officer 
on Special Duty is also confirmed from the fact 
that during 1973-74 only four private agents (out 
of a total of 36 appointed by the Corporation) 
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were recommended by the State Governments. 
The Chief Marketing Officer has thus misled the 
Committee for which the Committee would like 
his explo'lnation to be obtained and incorporated 
in the Action Taken reply to this observation of 
'the Committee. 

In regard to the principle of appointment of 
private agents, the Committee would suggest 
that instead of appointing private agents, who are 
reported to have indulged in various types of mal-
practices, the JCI should have their p'o.lrchases 
made through cooperatives who may in turn en-
roll small and marginal farmers as their members. 

The COMmittee take a very serious note of 
the fact that the Executives of Jute Corporation 
of India bypassed the Board of Directors as 
well as the CQmmittee of Operations and enter-
ed into a deal with the National Company and 
agreed to meet their entire requirement of raw 
jute at concessional rates, much lower than the 
rates at which jute was supplied to other mills. 
They are surprised to note that even after the 
agreement was cancelled after obtaining legal 
advice, the JCI continued to supply jute at con-
cessional terms as compared to other mills. The 
Board of Directors felt that this was not justi-
fied. 

The Committee are informed that the Corpo-
ration could not achieve its original objective 
for which the deal was negotiated as it did not 
get any relief in regard to godown space during 
the purchasing period, the turnover was ad-
versely affected and it had to incur hea\'Y carry-
ing -costs for more than two months. The Board 
of Directors have rightly pointed out that the 
reasons stated for the sale cf jute at the mini-
mum price involving a loss were not convincing 
and that it was incumbent on the part of the 
Management that, in an important matter involv-
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ing a large amount of loss and deviation from 
standard practice, the Board should have been 
consulted. 

The Committee further DOte that the Manage-
ment flouted the decision of the Board that all 
jute purchased should be kept in buffer stock 
for sale only in the off-aeason. They entirely 
agree with the observation of the Board that the 
National Company had been given a preferential 
treatment and thus an irregularity had QC(;'.JlTed. 

The Committee recommend that the matter 
should be thoroughly investigated with a view 
to fix responsibility. 

The Committee note that the terms and con-
ditions of the letter of credit as sent to the Jute 
Corporation of India by the Punjab National 
Bank, Calcutta, differ from the terms and condi-
tions of the letter of credit in the records of the 
Bank.. The Committee feel that this may not 
merely be a case of negligence, and that this 
has all appearances of a conspiracy. 

The Committee accordingly recommend that 
the inquiry being made by the Bank. into the 
matter should be completed without further de-
lay and if the result of the enquiry so warrants, 
necessary prosecutions should be launched not 
only against the erring officers of the Bank but 
also .against the persons of the JK Jute Mill 
involved in it. The Committee would like to be 
informed of the result of the probe suggested by 
them and further action taken by Government 
in the matter, without delay. 

The Committee note that as a result of 
certain sales on credit made to the Naffar-
chandra Jute Mills an amount of Rs. 27.50 lakhs 
became outstanding as on 15-11-1976 when JCI 
got information to the effect that the ownership' 
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was making an arrangement of transfer and 
sale of the Mill. They are surprised to note 
that the Management of JCI did not take proper 
legal steps to ensure that dues were paid. It 
has been stated that JCI requested the Union 
Bank of India to take steps for the realisation 
of dues. The Committee feel that the matter 
should have been vigoursly pursued with the 
Bank. 

The Committee regret to note that the Union 
Bank of India did not take any prompt action 
to realise the dues of JCI. They recommend 
that firm action should be taken against those 
responsible for such a serious lapse in the Bank. 

The Committee feel that it was most inappro-
priate for the Ministry of Commerce to' issue 
directive to the JCI to make further supply of 
jute to Kinnison Jute Mill without insisting on 
the payment of huge arrears. It was for the 
Government to take other measures to see that 
the Mill was not closed down. The Public En-
terprises should be allowed to function on 
sound commercial lines without interference of 
the kind that happened in this case, from Gov-
ernment. 

The Committee also recommend that vigorous 
steps should be taken to recover the outstand-
ing dues from the Mill. 

The Committee feel that preferential treat-
ment was given by JCI to Shri Ram Jute Mills 
and Shri Ambica Jute Mills in the supply of 
imported jute. They are astonished to' find that 
in both the cases deliveries were continued 
without verifying whether payment against 
earlier deliveries had been made or not althO'ugh 
jute was agreed to be supplied on cash and 
delivery terms. 
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. The Committee recommend that the matter 
regardiDg supply. of imported jute to both the 
mills should be tboroagbly investigated with a 
Wew to. pinponit '-pees. They also recommend 
that adequate stepa_uld be taken to recover 
the dues from' the milla. 

19. 3.5 .Notwithatanding the fact that delayed de-
posit of cheques by the Jute Corporation does 
not result in any loss of interest to the Corpo-
ration, the Committee ,. feel extremely unhappy 
about the exiftence of the practice of delaying 
tbe deposits of cheques. On a perusal of some 
of the instances C1f lObg delays in presentation 
of cbeques, the Committee cannot help feeling 
that such special accommodation baa been shown 
by the J.Cl. particularly to M/ •. ~ison Jute 
Mills which belong to Bird & c&.:"Group with 
which tbe former Managing Director was con-
nected earlier. The Committee accordingly sug-
gest that this aspect should be probed into and 
respoDSibllity fixed in the matter. 

20 3.6 The Committee expect that in future, the 
working of the Accounts Department of the 
Carporatian should be 80 organised that all 
cheques received by the Corporation are duly 
deposited with Bankers of the Corporation by 
the next working day without fail. 

21 3.9 The Committee consider it an undesirable 
practice to accept post-dated cheques showing 
needless accommodation to the Jute Mills. They 
recommend that the matter should be examined 
and action as found necessary should be taken. 

22 3.18 The Committee are greatly concerned to 
3.11 note that there have been serious lapses on the 

part of the Jute Corporation of India in the 
matter of submission of Quarterly Financial Re-
ports, for which both the Managing Director and 
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the Finan£e Director jointly are responsible ana 
their ~c~on cannot but be deprecated. 

The non-submissio~ of the Quarterly Re-
Potts on a re~ar, ~ would undoubtedly 
give rise to a suspicion that there was some-

. thing to hide. 
The ColIlIQittee, ~ould accordingly suggest 

that the com~tion, a.nd submission of the 
Quarterly Financial Reports should be so or-
ganised that·· the Report pertaining to each 
quarter reaches the Government by the end of 
the month following the close of the quarter as 
required under the existing direction of Govern-
ment. 

The Committee feel that the internal audit 
work should be handled by a properly staffed 
cell of the Corporation. 

The Committee take a serious note of the 
fact that JCI allowed to accumulate at a time 
nearly one crore rupees in the Banks in the cur-
rent account. It has been admitted by the Fin-
ance Director that the Management is ultimate-
ly responsible tor the loss of interest amounting 
to about Rs. 12 lakhs. The C.mml!ttee recom-
mend that responsibility tor the lapse should be 
fixed. They also recommend that clear guide-
lines should be laid down tor depositing the 
public money in Banks so as to ensure that an 
amount exceeding a prescribed limit is not 
allowed to remain in the current account for 
more than a week. 

The Committee take a serious note of the 
fact that no provision for tax liability on ac-
count of export of raw jute was made by JCI 
in spite of the advice of their Sales-Tax Advo-
cate. They hardly stress that such irregularities 
should be avoided 10 that the accounts give a 
true picture ot affairs of the Corp;:raton. 
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The Committee note that about Rs. 13.49 lakh 
worth of jute kept by JCI in the godown of 
Kharda Co. Ltd. during 1974-75 was misappro-
priated by the Company. They are surprised 
to note that the Corporation did not make any 
arrangements for regularly inspecting the jute 
kept in the godowns of the mills. An Inspector 
was permanently posted at each mill only after 
this misappropriation case involving huge 
amount came to the notice of the Management. 

The Committee regret to note that the losses 
have not been recovered so far. They find that 
even after "the cue was registered by the Police 
the matter has proceeded at a very slow pace. 

The Committee recommend that the case 
should be pursued vigorO'llSly and the matter 
should be taken up with the Government of West 
Bengal in order to recover the value of the mis-
appropriated jute from the mill and at the sam" 
time get the culprits punished. 

In their Thirteenth Report on Jute Corpora-
tion of India-Procurement and Marketing of 
Jute by JCI the Committee have recommended 
that adequate steps should be taken to assess 
the total requirement of godown space in the 
subsequent years and to plan the construction 
of S'Uch godowns in a phased manner. The Com-
mittee need hardly stress that the Corporation 
should learn from the past experience and avoid 
using the godowns of the mills for creating a 
bufferstock. 

The Committee find that the Taratola godown 
was not only hired by JCI at exorbitant rates 
but it was also not fit to be hired because it 
was lacking in necessary fire extinguishing· 
arrangements. JCI did not rez1ew this godown 
for another year only when the Director of 
Fire Services advised them to release this 

---- -.,_--.. -- ---- -------_ .. _--- .. 
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godown. The Committee recommend that be-
fore hiring of godowns the Central warehousing 
Corporation and other Central or State Govern-
ment organisations having warehousing space to 
offer should invariably be consulted and it 
mould be ensured that the godowns are hired at 
the prevailing market rates and that they are 
structurally suitable in all respects. 

4.17 The Committee have already stressed that 
JCI should assess the total requirement of god-
own space in the subsequent years and should 
plan the construction of godowns in a phased 
manner as to ensure that adequate storage capa-
city is available for maintaining buft'er stock. 

4.21 The Committee regret to note that the entire 
quantity of about 29 thousand beJes of jute worth 
Rs. 75.21 lakhs kept in the Belvedere godoWll waa 
burnt in fire. They are surprised to note that 
no written instructions had been issued to the 
security staff and others concerned for keep-
ing the necessary vigil. The Committee appoint-
ed by JCI Management to make an enquiry into 
the loss of fire has recommended that the case 
should be referred to the C.B.I The Committee 
would like to be informed about the rewlts of 
in~t1gat1ons conducted by the C.B.I. 
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