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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
:authorised by the Committee to submit the Report on their behalf, 
present this Thirty Sixth Report on Action Taken by Government 
-on the recommendations contained in the Fifth Report ctf the Com-
mittee on Public Undertakings (Sixth Lok Sabha) on Central Inland 
Water Tra&lsport Corporation-Procurement of Vacuvators under 
mysterious circumstances, lightering and stevedoring operations. 

2. The Fifth Report of the Committee on Public Undertakings 
was presented on the 19th April, 1978. Replies to all the recommen-
dations contained in the Report were received in three batches in 
July and October, 1978 and in January, 1979. The replies of Gov-
ernment were considered by the Action Taken Sub-Committee of 
the Committee on 15th March, 1979. The report was finally adopted 
by Committee on Public Undertakings on 19th March, 1979. 

3. Analysis of action taken by Government o,n the recommenda-
tions contained in oth Report of C.P.U. (6th Lok Sabha) is given at 
Appendix. 

4. The delay in implementation of recommendations of the 
Committee is deplorable. The investigations by various agencies 
including CBI do not appear to have progressed beyond the preli-
minary stage of taking over of certain documents except registering 
a few FlIts. At this rate one could hardly expect that corruption 
will be curbed which is growing faster than any other activity in the 
country. The whole matter should therefore be looked into at the 
highest level in the Ministries of Shipping and Transport, Home 
Affairs and Finance with a view to identifying and removing the 
'Causes of delay, and expediting action. 

NEW DELHI; 
March 21, 1979. 
Phalguna 30, 1900 (Saka). 

JYOTIRMOY BOSU, 
Chairmaft., 

Committee on Public Undertakings. 



CHAPTER I 

REPORT 

This tteport of the Committee deals with the Action Taken by 
Government on the recommendations contained in the Fif.th Re-
port of the Committee on Public Undertakings (1977-78) on Cent-
ral [nland Water Transport Corporation-procurement of Vacuva-
tors under mysterious circumstances, lightering and stevedoring 
operations, which was presented to Lok Sabha on the 19th April. 
1978. I";~: 

2. Action Take'n Notes have been received from Government in 
respect of all the recommendations contained in the said Report. 
These have been categorised as follows:-

(i) Recommendations/obsel"vations th4t have been accepted 
by the' Government 

S. Nos. 1, 2 (i), (U), (iii), (iv) , and (v), 3, 4, 5, 6 (i), (U), 

(iii), (iv) and (v), 7, 8, 9, 10, 11, 12 (i), (ii), (iii), (iv) 

and (v), 13 and 14. 

(ii.) Recommendationslobservations which the Committee do 
not desire to pUTsue in view of Government's replies. 

SI. Nos. 17 and 18. 

(iii) RecommendationslobseTootiDns in Tespect of which the 
repUes of Government have not been ct£ceptecl by the 
Committee. 

Nil 

(iv) Recommendationslobservations in respect of which final'. 
replies of Government are stiU awaited. 

S1. Nos. 15 and 16. 

3. The Committee will now deal with the action taken by Go-
vernment on their recommendations. 
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Delay in Implem.entaltion of Recommendations 
Recommendations (Sl. Nos. 1 to 8 and 10 to 14, Paras 113 to 

118, 120 and 122 to 126) 

In these paragraphs the Committee noted that the whole scheme 
-of foodgrain lightering operations undertaken by the Central In-
land Water Transport Corporation was replete with glaring irre-

:gularities and dubious deals. In this connection the ,Committee 
(observed several disturbing features, including the following:-

-The scheme was SQught to be sanctioned by the Board of 
Directors through circulation, rather than after detailed 
discussion at a Board meeting, and on inadequate pre-
mises. 

-Although three Directors, of whom two were Government 
'Directors an the Board did not approve of. the scheme, 
the then Chairman-cum-Managing Director rushed 
through the matter and got it approved directly by the 
then Secretary of the Ministry, which gave rise to grave 
suspicion about CMD's integrity. The Ministry approved 
the scheme in undue haste, brushing aside the objections 
raised by Government Directors. 

-The transaction pertaining to the purchase of vacuvators 
from USA wa,s hustled through. No approach was made 
to the Food Corporation of India which had a stock of 
similar vacuvators and the indigenous suppliers were 
also bypassed. There also appeared to be violation of 
Foreign Exchange Regulation Act and evasion of cus-
toms duty. 

,-MMP Lines Ltd. were appointed sub-contractors by the Cor-
poration even before the agreement with the shipowners. 
They (MMP Lines) further sub-contracted the wOTk to 
Mis. Madras Marine at a very low rate and in violation 
of the terms of the agreement. The whole scheme seemed 
to be engineered by S'hri M. N. pal of MMP Lines and the 
CMD (Shri Chelliah) to defraud the Corporation and reap 
huge profits for themselves. 

-In the case oflightering operation on ship "Aquagem" in 
Bangladesh, the Corporation entered into this agreement 
for work in a third country without seeking approval of 
Government or Board. The original agreement with ship-
owners was subsequently amended to provide for remit-
'tance upt050 per cent of the remuneration to Bangladesh 
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for being directly paid to MMP Lines, thereby siphoning 
foreign exchange out of the country. Further large 
amounts appeared to have been p.aid by the Corporation to 
various parties on behalf of MMP Lines and a sum of 
Rs. 8.58 lakhs was still due from MMP Lines. 

The Committee came to the conclusion that in the entire lighter-
ing operations, the main beneficiaries had been MMP Lines and a 
few top officers of the Corporation who were hand in glove with 
them. The Committee inter alia made the following specific recom-
,mendations:-

(1) The whole matter, induding the role played by the top 
officials of the Corporation and the Minister, contractors 
and sub-contractors, non-use of vacuvators lying with 
FCI, condition of newly purchased vacuvators, violation of 
Foreign Exchange Regulation Act, evasion of customs 
dut~r should be thoroughly investigated by CBI, Income 
Tax authorities, Enforcement Directorate etc. responsibi-
lity fixed and the erring officials firmly dealt with. 

(2) The p.robe by CBI should be made by a Sr. CBI, official 
preferably sent from Delhi since the Committee were not 
happy with the performance of CBl's Calcutta office with 
regard to enquiries relating to CTWTC. 

(3) A special audit should be conducted by C&AG into transac-
tions relating to these operations. 

(4) Regarding payment of dues of Rs. 8.58 lakhs by MMP 
Lines, the officers responsible for this state of affairs should 
be made p~sonally liable to make good this amount, if 
not realised from MMP Lines. 

The Committee wanted to be informed of the action taken on 
various recommendations within three months of the presentation 
of Report. 

The Government, in their replies to these recommendations/con-
'elusions have inter alia stated that:-

(i) As recommended by the Committee, the ~I, Ministry of 
Finance (Deptt. of Revenue), Directorate of Enforcement, 
Customs and Income Tax authorities and the Reserve Bank 
of India 'have been asked to investigate the various irregu-
larlties committed in Iightering operations undertaken by 
the CIWTC, including the role played by the top offtcers 
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of the Corporation and Ministry as also MMP Lines. Their 
reports are awaited. 
The recommendation of the Committee that the probe of 
CBI should be made by a senior CBI official preferably 
sent from Delhi has been brought to the notice of the CBl. 

(ii) C&AG has been requested to have a special audit conduct-
ed by his staff. 

(iii) Ne~essary instructions have been issued to the Corporation 
that in futUl'e all such important matters should normally 
be discussed at Board meetings and that all proposals for 
foreign collaboration with foreign parties should be got 
approved by Government. 

(iv) As regards recovery of dues from MMP Lines, it is stated 
that MMP Lines have denied any liability fur the claim. 
The question of fixing responsibility on officers concerned 
will be considered on receipt of reports of the investigat-
ing agencies. 

In response to further information asked for by the Committee 
re~arding the outcome of various investigations etc. the Ministry of 
Shipping and Transport have stated (on 20-1-1979) that the reports 
on the ,investigat;ons being conducted by various agencies [i.e. the 
CBI, Ministry of Finance (Deptt. of Revenue), Directorate of En-
for:-ement, Customs Authorities, Income Tax Authorities and the 
Reserve Bank of India] on the matters referred to them are still 
awaited. Whlle they had asked the Ministry of FinancejEnfoI'ce-
ment DirectoratejRBI{Customs and Income Tax Authorities to 
complete their investigations by 15-7-1978, no such target date was 
fixed for the completion of investigations by CBI. The Ministry 
had, however, reminded all these agencies (including CBI) from 
time to time for early submission of reports. 

This is yet another instance where the progreu in implementa-
tion of recommendations of the Committee, which were made after 
.eonsiderable exercise aad in-depth probing, has been awfully slow. 
In this case the Committee had called. upon Government to com .. 
plete action on all the recommendations with 3 months of presen-
tation of Report i.e. by Iuly, 1978 but even after 9 months matters 
have not moved beyond initiating investigation and follow-up adioo 
largely remains unattended to. This is most unfortunatt!. . Bespoll-
aibility should be fixed UDder advice to the Committee on Public 
'UDdertakiugs. 

The Government did not even fix a dead ... Jine for completion 01. 
investigations by C.B.I., much Jess see that the target date set for 
other ageades was adhered to. The . investigations by various ageD- , 
eies including C.B.I. do not appear to bave progressed beyond the 
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'preliminary' stage of taking over of certain documents except re-
gistering a few FIRs. This is most deplorable. Aay delay in investi-
gating such matters and taking follow up adioD bring total lack of 
confidence in the whole system. Such a situation ought not to be 
tolerated. The Committee require that the whole matter should 
be looked into at the highest level in the Ministries of Shipping & 
Transport, Home Affairs and Finance, with a view to identifying 
and removing the causes of delay, and eXpediting action. All thia 
should be completed within a period of three months from DOW and 
• statement laid on the TaMe of the House indieating complete action 
.taken on the various r~endations contained in this Report. 

Recommendations-Sl. Nos. 4(iv), 7, 9 and 16, (Paras 116, 
119, 121 and 128) 

In these paragraphs, the Committee inter alia made the follow-
ing recommenda tions/ observa tions:-

-The vacuvators purchased from USA did not seem to be 
new but re-conditioned ones. The Committee called for 
a probe into the matter. 

-The C.M.D. and other officers of the Corporation were fully 
aware that the unloading work had been sub-contracted by 
MMP Lines Ltd. to Madras Marine which was in violation 
of the agreement, still all the officers showed their ignor-
ance about it. 

-Shri M. N. Pal of MMP Lines had unhindered access to Cor-
poration's papers and was allowed to draft telex and other 
communications for the Corporation which was against the 
interests of the Corporation and it also violated the Official 
Secrets Act. The C.M.D. and othel' officials of the Cor-
poration became pl'ant tools in the hands of Shri Pal. 

-The Committee recommended that the Ministry should en-
quire into the extraneous circumstances that led to the 
appointment of Shri Gorsia as Stevedoring Advisor, in-
clud'ng diversion of Corporation's clients to the firm of 
his father, and take appropriate actions in the matter. 

In their replies, Government have stated that-

(i) The Food Corporation of India were asked to have the 
vacuvators surveyed by a suitable technical officeI' but 
they had not been able to depute their officer for the pur-
pose. The vacuvators are now being got examined by a 



6 

techni 'a1 officer of the Calcutta Port Trust and his report 
is awaited. 

(ii) The explanation of the former C.M.D. (Shri Chelliah) wh()-
apparently made wrong statements to the CommitteefMini-
stry showing his ignorance about the appointment of 
Madras marine by MMP Lines was called for. He had 
inter alia stated that his house was raided by CBI on 
24-10-78 and all correspondence on the subject seized. 
Copies of letters have since been supplied to him and fur-
ther action will be taken on receipt of his reply. 

(iii) In regard, to giving access to Shri M. N. Pal to Corpora-
tion's papers, it is stated that the matter has been examin--
et! in consultation with the Ministry of Law and no viola-
tion of the Official Secrets Act seems to be involved. 
Necessary action against officers who may have violated 
conditions of Conduct Rules is being taken. 

(iv) Regarding appointment of Shr'i Gorsia, the Ministry first 
referred the matter to CBr for investigation. The CBr 
informed the Ministry that it did not require any probe-
by CBI and it was for the Department to take necessary 
action. The matter is now stated to be under considera-
tion of the Ministry. 

The Committee are distressed to note that even implementation 
of the recommendations which did not require any further investi-
ration by independent agencies outside the Ministry. of Shipping and 
Transport and the CIWTC has been extremely tardy. This is a sad' 
reflection on the efficiency of the Mini<>try. The Committee expect 
better performance in the working of Ministries/Departments and 
trust that no further time will be lost in adbigupon their recom-
mendations. 



CHAPTER n 
RECOMMENDA nONS WHICH HAVE BEEN ACCEPl'ED BY THE. 

GOVERNMENT 

Recommendation (Serial No.1, Para 113) 

The Committee regret to note that the whole scheme of food-
grain lightering operations undertaken by the Corporation in. 
January, 1976 is replete with glaring irregularities and dubious; 
deals which to say the least are most perturbing. 

Reply of Government 

As recommended by the Committee in Paragraph Nos. 116(v),. 
t24 and 126 the C.B.I., Ministry of Finance (Deptt. of Revenue), 
Directorate of Enforcement, Customs Authorities, Income Tax 
AuthOrities, Reserve Bank of India have been requested to investi-
gate the various irregularities pointed out by the Committee. Their 
reports are awaited. 

[Ministry of Shipping & Transport O.M. No. 2S-IWT(37) np,;. 
P&W, dt. 17-10-1978]_ 

Reeommendation (Serial No.2, Para 114) 

In getting the scheme sanctioned the following disconcerting 
features were noticed: 

(i) The note prepared for seeking the approval of the Board~ 
of Directors to this scheme gave a very exaggerated pic-
ture about the profitability of these operations. No de-
tailed project report supported by facts and figures was· 
appended to the note which could give the quantum of 
operations, the basis therefor the total cost involved the-
likely expenditure as also the overall financial implica-
tions etc. 

(Ii) The quantity of grains which was expected to be handled" 
by the Corporation within 6 to 7 months was estimated at 
5 lakh tonnes and the profit therefor was estimated at 
Rs. 67.5 lakhs. In actual practice the total grains handled' 
by the Corporation till August, 1977 from three ships; 
amounted to only about 2.15 lakh tonnes. 

f . 7 
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(iii) T~e scheme was sought to be sanctioned by the Board of 
DIrectors through circulation while a new ventU'fe of this 
type which involved a major decision, should have com-
pulsorily been put on the agenda paper and discussed 
thoroughly at the Board's meeting. 

~iv) After the three Directors, of whom two were Government 
Directors, on the Board of the Corporation did not ap-
prove the scheme, the Chairman-cum-Managing Director 
(Shri Chelliah) got the scheme approved by the Secretary 
of the Ministry directly who obviously did so without 
insisting on a detailed project report containing the fin-
ancial projections and without fully satisfying himself 
about the merits of the pToposal regarding the assump-
tions made in the note of the Chairman-cum-Managing 
Director. This is indicative of the powerful support Shri 
Chelliah had in the Ministry in getting his plans and 
schemes pushed through. This matter needs a probe with 
a view to fixing responsibility for taking necessary action. 

(v) In the note, it was assumed that foodgrains would be 
imported in the counh"y on a large scale. Neither the 
Department of Food nor the Food Corporation of India 
were con9Ulted in regard to these projections while pre-
paring the note. Even the Ministry of Shipping and 
Transport while according approval to this scheme, did 
not botheT to check these assumptions with the Depart-
ment of Food. This, the Committee seriously suspect, was 
a deliberate act. 

Reply of Government 

~ recommended by the Committee in Paragraph No. 126, the 
'C.B.!. has been asked to undertake a thorough investigation in the 
'whole matter relating to the scheme of foodgrains lightering opera-
·tions undertaken by the CIWTC as also the role played by the top 
officers of the Corpora,tion and Ministry, and its reply is awaited. 

2. So far as (iii) above is concerned. under the Articles of As-
sociation of the Company, resolutions of the Board of Directors can 
be passed by circulation and the Articles of Association do not pro-
vide for any limitation on this procedure. The approval of the pro-
posal by circulation, therefore, did not constitute any illegality 
although it was desirable that an important matteT involving a major 
d.ecision for starting a new venture should have been discussed at 
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"'the meeting of the Board of Directors. Necessary instructions have 
been issued to the Chairman-cum.Managing Director of the Company 
to ensure that in future all such important matters are normally 
~iscussed at the meetings of the Board of Directors, unless there are 
-exceptional circumstances of extreme urgency to justify recourse 
to the procedure of circulation. 

[Ministry of Shipping & Transport a.M. No. 28-IWT(37) /78-
P&W dt. 17-10·78] 

Recommendation (Serial No.3, Para 115) 

It is thus evident that the Chairman-cum-Managing DirectQr of 
'the Corporation rushed through the whole scheme in a manner which 
gives rise to grave suspicion about his integrity. The Ministry of 
"Shipping and Transport appa'rently approved the scheme in undue 
haste without undertaking a detailed examination of the whole 
scheme and consulting the Government Directors on the Board of 
the Corporation who had not endorsed this proposal. This is a sad 
reflection on the control exercised by Government on' the working 
.of Public Undertakings. The Committee desire that action should 
be taken against the concerned officers of the Ministry for what 
amounted to dereliction of duties or an act of collusion. The Com-
mittee suspect this to be a case of corruption otherwise there is no 
'reason for the Ministry directly taking up the matter brushing aside 
the objections 'raised by the Government Directors who were also 
-senior Officials in the Ministry. 

This shows the d:sadvantage that an organisation suffers if the 
,two positions namely, the Chairman and the Managing Director are 
'Combined. This practice should be discontinued forthwith.· 

Reply of Government 

As recommended by the Committee in Paragraph No. 126 the 
'C.B.!. has been asked to carry out a thorough investigation includ-
ing the 'role played by the top officers of the Corporation and the 
Ministry of Shipping & Transport while approving the s~heme of 
food grain lightering operations of the Corporation and its report is 
.awaited . 

• In this connection please see Government reply to recommenda-
lion S1. 7 in Chapter III of Action Taken Report on ~h Report of 
the Committee on CIWTC. 
-4454 L.S.-2. 
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The recommendation regarding bifurcation of the post of the 
Chairman-cum-Managing Director into two posts viz. those of Chair-
ma.n and the Managing Director is under consideration of Govern-
ment. . 

[Ministry of Shipping & Transport O.M. No. 28-I~(37)./78-

P&W dt. 17-10-78] 

Reco)llmendation (Serial No.4 Pal1a 116) 

Another serious i'l'regularity committed in this case is in regard 
to the pruchase of vacuvators as indicated below:-

r 

.. 

(i) Originally, the Chairman-cum-Managing Director (Sbri 
Chelliah) approached the Ministry for the purchase of 7 
vacuvators costing about $ 3,50,000 (about Rs. 32 lakhs). 
On being pointed out by the Ministry that the clearance of 
Chief Controller of Imports and Exports and the Ministry 
of Finance would be required for the import of vacuvators 
and release of foreign exchange, the Chairman-cum-
Managing Director of the Corporation cancelled the re-
quest and instead sought Ministry's approval to a different 
proposal. While doing so it was not made clear that the 
cost of the Vacuvators which amounted to Rs. 32 lakhs in 
dollars would be paid to the ship owners in U.S.A. which 
apparently required approval of the Reserve Bank of 
India. The whole thing looks very suspicious and a 
thorough probe must be instituted in the matter. It should 
also be probed as to why Shri Chelliah did not want to 
make use of the Vacuvators that were lying idle with 
Food Corporation of India which is a sister public under-
taking. 

(ii) Indigenous suppliers were bye-passed which is clear from 
the extracts from a note on which the Financial Adviser 
and Chief Accounts Officer (Shri Biswas) has also record-
ed his note: 

"ALL THE ABOVE POINTS SHOULD NOT BE INCLUD-
ED IN THE SAME ENQUIRY. A SECOND OR THIRD 
ENQUIl,tY MAY BE SENT TO THE BO~AY MANU-
FACTURER WITH ONE OR TWO OF THE ABOVE 
POINTS IN EACH OF THE ENQUIRIES, THUS KI~L­
ING TIME BY WHICH TIME THE AGREEMEl'rr 
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WITH THE AMERICAN PARTY MIGHT BE FINALIS-
ED. 

A.O. (M) op-zS 
Ou!' reply should include the above points. 

Sd./- P. G. BISWAS 
31.1." 

They only wanted to rush through the formalities so that 
nobody could question them in this regard. 

(iii) No approach was made to the Food Corporation of India 
for hiring of vacuvators although the Corporation had 
over 200 vacuvators with them at that time. These in-
cluded vacuvators from the same American manufacturers, 
namely, Dunbar Kapple of Illinois. The reasons' are not 
difficult to understand. 

(iv) The vacuvators which were stated to be new broke down 
frequently. The supplier quoted engine numbers which 
were different from those given on the vacuvators. The 
whole thing gives rise to a serious suspicion that the 
vacuvators purchased were not new but only recondition-
ed ones. The matter requires to be thoroughly enquired 
into. 

(v) The payment of the cost of vacuvators amounting to 
Rs. 32 lakhs in dollars was made in U.S.A. No approval of 
the Reserve Bank of India was obtained therefor and it 
would appell!' to amount to violation of Foreign Exchange 
Regulation Act. The payment of customs duty has also 
been evaded as the value declared to the customs was 
only $ 2,000 which was not correct. Both the Enforcement 
as well as Customs authorities should examine the mat-
ter thoroughly. 

Reply of Govemment 

(i) ~, (v) As already mentioned in reply already given to Com-
Jruttee oil Public Undertakings on Recommendation No. 
14 (Paragraph No. 126). the C.B.!., Ministry of Financ~ 
(Department of Revenue) Enfarcement Directorate and 
the Reserve Bank of India have been requested to carry 
out investigation and report the result to the Ministry of 
Shipping and Transport. Their reports are awaited. 
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(ii) Instruction dated 31-1-76 of Financial Adviser & Chief 
Accounts Officer, C.I.W.T.C. to AO (M) i.e. "Our reply 
should include the above points" had for all practical pur-
poses no worthwhile significance. By the above remarks 
What Financial Adviser had presumbly meant was that 
all the points as referred to in the note should be included 
in the enquiry (which will be evident from the CIWTC's 
letter dated 4-2.-76 issued to the firm) instead of sending 
piecemeal enquiry to kill time as suggested in the note 
from which extract has been reproduced in the recom-
mendation. The Corporation had thus disregarded the 
suggestion in the note about killing time by makin'g piece 
meal enquiries. A copy of Chairman-cum-Managing 
Director. C.!.W.T.C.'s letter No. PAD/S-42/1064 dated 
4-3-76 addressed to M/s Manaklal Manufacturing Company 
Ltd. is attached (Annexure). As, however, already stated 
in reply to (i) above, this Ministry has inter alia asked to 
C.B.!. to investigate the matter, wh,ose report is awaited. 

(iii) CIWTC has intimated that the contract for the purchase 
of vacuvators was concluded on 4-2-76 and at that stage 
they had no knowledge of the suorplus vacuvators lying 
idle with the Food Corporation of India. 

This Ministry has, however, referred this matter also to 
C.B.!. etc. for investigation and their report is awaited. 

(iv) M/s Dunbar Kapple have informed that 7 vacuvators of 
Model No. 3083 were of totally new manufacture and were 
manufactured by theia:' Company in January, 1976 vide 
their telex dated 18-11-77 (copy enclosed). Arrangements 
are, however, underway to get these vacuvators surveyed 
by a suitable technical officer. 

[Ministry of Shipping & Transport O.M. No. 28-IWT(37)/78-
P&W dt. 17-10-78.] 

l"arther information called for by the Committee 

Recommendation Sl. No. 4 (iv) 

Please state the results of survey conducted by the Technical 
Ofticer and action taken/proposed to be taken thereon. In case the 
survey f(!pOrt is still awaited, reasons for delay be intimated. 

[Ink Sabha Sectt. O.M. No. 42-2(2)-PU/77 dated 15th Jan. 
1979] 
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The Food Corporation of ,India were requested L depute some' 
suitable officers for submitting his report on the vacuvatOl'S purchas-
ed by Central Inland Water Transport Corporation. As the Corpo-
ration were unable to depute their afficers fOIl' the purpose, the 
matter was taken up with the Calcutta Port Trust' authorities for 
deputing suitable afficer. The Part authorities have deputed ane af 
their .Asstt. Foreman for the purpase and his report is awaited. 
The matter is being processed with them. They have also been 
asked to expedite the report as alsO' intimate the reasan for delay. 

[Ministry of Shipping & Transport a.M. No. 28-IWT (37) /78-
P&W dated 20th January, 1979] 

Recommendation (Serial No.5, Para 117) 

The Committee cannot help feeling that the whale transactian 
pertaining to the purchase of vacuvatars, which was indecently 
hustled through .by the Chairman-cum-Managing Director, was mati-
vated. They should have. acquired vacuvators from Food Corpora-
tion of India either on hire ar by purchase failing which indigenaus 
sources should have been tapped. This was not dane. The delaying 
tactics adopted by the Carporation in ~egard to purchase of vacuva-
tors from indigenaus sources by "killing time" is a clear proof of ill 
motivatian behind this deal. The rale of the Chairman-cum-Manag~ 
ing Directar (Shri Chelliah) and Financial Adviser and Chief AJ:!-
counts Officer (Shri Biswas) in this respect has to be condemned 
in the strongest possible terms and they should be dealt with firmly 
in accordance with the provisions of law. 

Reply of Government 

As mentioned in reply to Recammendation No.4 Paragraph 
NO'. 116(ii) suggestion for making piecemeal enquiry to kill time 
was not acted upon by CIWTC and was disregarded. As mention-
ed in reply to para No. 116 (iv) , the CIWTC have intimated that they 
had no knowledge about the surplus vacuvators lying idle with the 
Food Corporation af India. However, as mentioned in reply already 
given to Committee on Public Undertaking on Recommendation 
No. 14 Paragraph No. 126, the matter has inter alia been referred to 
CBr for investigation. Their report is awaited. 

[Ministry of Shipping & Transport O.M. No. 28-IWT (37) /78-
P&W dated 17-1O-78J 

Recommendation (Serial No.6 Para 118) 

Still ::mother disconcerting aspect in the operation of this scheme 
h~s been the Appointment of M.M.P. Lines Ltd., who were the agents 
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of owners of the veasel 'Kapetan Markos', anci sub-contractors to the 
Corporation loo. 

(i) M.M.P. Lines Ltd., who were appointed as sub-contractors, 
had little past experience of such work. An agreement 
was entered into with the sub-contractors (M.M.P. Lines 
Ltd.) on 24th January, 1976, in great haste while the main 
agreement with the Ship owners was entered into after-
wards by the Corporation on 4th February, 1976. 

(it) Under the terms of agreement with M.M.P. Lines Ltd. 
vacuvators with fuel oil and lubricants etc. were required 
to the suppJied by the Corporation. M.M.P. Lines Ltd., 
were to provide only labour for working on the mother 
ship and skilled engineers, supervisors, foremen and 
workmen to work on the vacuvators. As these operations 
were ultimately done by Madras Marine, a sub-contractor 
of M.M.P. Lines Ltd. it would appear that M.M.P. Lines 
Ltd were paid a huge remuneration without doing much 
work or incurring much expendih1re. In fact while M.M.P. 
Lines Ltd., were paid at the rate of Rs. 40 per tonne for the 
ship "Kapetan Markos" and at the rate of Rs. 32 for 
j'Jagleela", they paid only at the rate of Rs. 6.50 per 
tonne to Madras Marine for ding practically the whole 
operation. M.M.P. Lines Ltd., received Rs. 39.53 lakhs 
for work on "kapetan Markos" and Rs. 54.13 lakhs for work 
on "Jagleela" but they paid only Rs. 5.31 lakhs and Rs. 
12.5 lakhs respectively to Madras Marine thereby netting 
about Rs. 75.85 lakhs in these two operations only. 

(lii) Shri Pal of M.M.P. Lines Ltd. was earlier serving in the 
Shipping Corporation of India where Shri Chelliah, Chair-
man-cum-Managing DirectQI' of the Corporation was also 
employed. They knew each other and they joined hands in 
the matter of financial transactlons to defraud the Cor-
poration and the Government. 

(tv) M.M.P. Lines Ltd., according to their admission, were the 
agents of the ship owners of "Kapetan Markos" and 
"Aquagem". It is interesting to note that they became 
sub-contractors to the Corporation which was the main 
contractor for lightering operations for these ships. 

(v) M.M.P. Lines Ltd. had sub-contI'acted the work relating 
to the providing of labour etc., to Madras Marines Private 
Ltd., at the rate of Rs. 6.50 per tonne for the ships "Repeton 
Markos" and "Jagleela" in utter violation of their terms 
of agreement which prohibited such sub-contracting. 
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Reply of GovenuneDt 

.. As mentioned in reply already give!l ~9 Com~ttee Oil! Public 
Undertaking on Recommendation No. 14 (Paragraph No. 126), the 
CBI, Ministry of Finance, Deptt. of Revenue, Directorate of Enforce-
ment, Income Tax Authority and Reserve Bank of India have been 
requested to carry out investigation and report the results to the 
Ministry of Shipping & Transport. Their reports are awaited. 

[Min;stry of Shipping & Transport, O.M. No. 28-IWT(37)/78-P&W 
dated 17-10-'18] 

Recommendation (Serial No. 7 Para 119) 

It is surprising that although the Chairman-cum-Managing Direc-
tor, Financial Adviser and Chief Accounts Officer and other officers 
of the Corporation were fully: in the know of this violation, expressed 
their ignorance about the appointment of Madras Marines by M.M.P. 
Lines Ltd., for undertaking of unloading operations even though 
their own officers were depu~ed on board the mother ships to super-
viSe the unloading work and must have informed their 9Uperior 
officers about this arrangement. 

Reply of Government 

It appears from a report dated 29-3-76 recorded by the then Sr. 
Marine Officer of the COr'pOration, Shri Arvind Goswami (not now 
in service) who attended the operation on 'KAPETON MARKOS' that 
the management did become aware of the fact that Mis MMP Lines 
had sub-let the contract to M/s Madras Marine after this date even 
if they were not in the know of it earlier than 29-3-76. The explana-
tion of the former Chairman-cum-Managing Director (Shri Chelliah) 
who apparently maqe wrong statements to the Committee/Ministry 
showing his ignorance of this appointment when he was actually 
aware of the same, has been called. 

[Ministry of Shipping & Transport, O.M. No .. 28-IWT(37)/78-P&W 
dated 17-10-78] 

Further information called for by the Committee 

PleaSe intimate the explanation tendered by Shri Chelliah and 
action taken/proposed to be taken by Government thereon. In case 
the explanation is still awaited, reasons for delay may be indicated. 

[Lok Sabha Sectt. O.M. No. 42-2(2)-PU/77 dated 15th January. 1979] 
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Further rep!yof Government 

In his interim reply, Shri Chelliah had explained that the MMP 
Lines were giv~n an all inclus've contract for unloading grain ope-
ration and all other allied work connected with such operations. It 
was, therefore, of no consequence for him to know how the job was 
executed aJ long as the job was carried out to the entire satisfaction 
of all concerned, including the owner of the mother vessels. He· 
stated that the job was done most safsfactorily and the Port autho-
rities had applauded the excellent performance done by the CIWTC' 
in handling grain operations and that in the "Jag Leela" operations. 
CIWT~ handled 1,10,000 tonnes whi~h was a good performance not 
equalled by even experienced foreigners which also had a big write 
up in the paper. As regards the subletting of contract he had stated 
that since he recollected that there was no stipulation in the contract. 
between the MMP Lines and that the work should not be sub-con-
tracted tho CIWTC had no locus standi to interfere as to how the 
job was performed or whether they employed sub-contractors ot 
his (contractor's) own men executed the job. Therefore, the report 
found in his files that Mis. Madras Marines were doing the job for-
the MMP Lines warranted no action from h's side. 

On this, the attention of Shri Chelliah was drawn to Clause. If 
of the Agreement entered into with Mis. MMP Lines by OIWTC' 
which prescribed that the contractor (MMP Lines) shall not assign 
or sublet the agreement and he was asked to furnish further com-
ments in the light of the aforesaid provision. In reply, Shri Chemah 
has stated that his house was raided by CBI on 24-10-1978 and aIr 
correspondence including the letters he had written on the subject 
have been seized and has now requested copies of those letters which 
have now been supplied to him. His reply is now awaited and he-' 
has been reminded to send the same by 31-1-1979. Further action 
will be taken on receipt of replies from Shri Chelliah. 

[Min:stry of Shipping & Transp.ort, C.M. No. 28-IWT(37)/78-P&W 
dated 20th January, 1979} 

Recommendation (Serial No. 8 Para 120) 

The Committe~ consider that the appointment of M.M.P. Lines: 
as sub-contractors of the Corporation was a pre-arranged plan bet-
ween the Chairman-cum-Managing Director (Shri Chelliah) and 
Shri M. N. Pal of M.M.P. Lines Ltd. The whole s~heme of lighter-
ing operations in this manner was engineered by Shri M. N. Pal and' 
the Chairman-c1JJm-Managing DiJrector to reap huge profits from 
these operations. Ev'dently, no proper tenders were invited for the-



17 

sub-contract work which was given to M.M.P. Lines Ltd., on very 
unduly favourable terms and conditions even though they had little 
experience of this work. 

Reply of Govemment 

As mentioned in reply already given to Committee on Public 
Undertakings on Re~ommendation No. 14 (Paragraph No. 126), the 
whole matter regarding Lightering operations by Central Inland 
Water Transport Corporation including the role played inter-4lia 
by the contractors and sub-contractors has been referred to CBI, 
Ministry of Finance (Deptt. of Revenue), Directorate of Enforce-
ment, Income Tax AuthorWes and Reserve Bank of India for a 
thorough investigation. The reports are awaited. 

[Ministry of Shipping & Transrort, O.M. No. 28-IWT(37)/78-P&W 
dated 17-10-78] 

Recommendation (Serial No.9 Para 121) 

Shri Pal of M.M.P. Lines Ltd., had unhindered access to Central 
Inland Water Transport Corporation papers which is against the 
interest of the Corporation and also violates the Official Secrets Act. 
The Chairman-cum-Managing Director (Shri Chelliah) to whom the 
Committee considered totally unsuitable and unworthy of his posi-
tion went to the extent of allowing Shri Pal to draft telex and other 
communications that were exchanged between the Corporation, the 
Government and other organisations. This is a most deplorable 
thing. It is most unfortunate that Shri Chelliah, and following his 
footsteps some of the senior offic;als became pliant tools in the hands 
of the Managing Director of M.M.P. Lines, Shri M. N. Pal. 

Reply of Government 

The matter has been examined in consultation with the Ministry 
of Law Justice and Company Affairs (Deptt. of Legal Affairs). Re-
levant extracts from the advice tendered by that Department are 
reproduced below: 

"The point on which our advice is solicited is whether the for--
mer Chairman-cum-Managing Director has violated pro-
visions of the official Secrets Act in allowing Shr'i Pal 
of M.M.P. Lines Ltd. to have unrestricted access to the 
documents of Central Inland Water Transport Corporation 
and also allowing to draft Communications that exchang-
ed among the Corporation, Government and other institu-
tions. It appears that the Central Inland Water Trans-
port Corporation is a publ;c sector undertaking under the 
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,administrative controll of the Ministry of Shipping and 
Transport. The term 'oWce under Government' has been 
defined under section 2(6) of the Official Secrets Act, 1923. 

According to that definition, it includes any office or em-
ployment in Or under any Department of the Government. 
It is presumed that CIWTC (public sector undertaking) 

would come within the scope of any office under any 
DE!partment of the Government. 

Section 3 (1) (c) provides the penalty to a person who passes 
on conununicat;ons/information prejudicial to the safety 
or interest of the State, and the section further states that 
the information should be useful to any enemy or disclos-
ure of which is likely to affect sovereignty and integrity 
of India, the security of the State or friendly relations 
with foreign States. From the facts available on the file, 
I am not convinced that to attract the provisions of section 
3 of the Official Secrets Act, the Department would be in 
a position to establish beyond all reasonable doubts that 
the access given to Shri Pal by the former Chairman-cum-
Managing Director is intended either to be usefUl to an 
enemy or affects the soveI'ignty or security of the State. 
If the Department wants to proceed under the Act, they 
must be in a position to muster sufficient evidence to 
satisfy the court in regard to the complicity of the person. 
Obviously, passing ori information or allowing access to 
a private peI'son of the Government records, is a violation 
of the Conduct Rules which apply to Government Ser-

vants." 

The Ministry of Law also stated that the advice mentioned above 

will be applicable to the other provisions of the above Act such as 

'Section 5. 

The present Chairman-cum-Managing Director has, intimated 

that there is no evidence with CIWTC to indicate that the former 
Chairman-cum-Managing Director violated the provisions of Section 

3 of the above Act: The question of taking suitable departmental 
action against Shri Chelliah and other officers who may have violated 

the provisions of the Conduct Rules by allowing access to the records 
of the Corporation to unauthorised persons is being examined. 

[Ministry of Shipping and Transport, O.M. No, 28-IWT (37) /78-
P&W dated 17-10-78.] 
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Fllriher iJIIDrmatioD called for by the Committee 

~onuneDdadon N~ 9 

What departmental act;on, if any, has been initiated/taken against 
Shri Chelliah and other officers for violation of the Conduct Rules. 

[Lok Sabha Sectt., O.M. No. 4212(2)-PUI77, dated 
15th January, 1979.] 

Further reply of Government 

The CBr has also intimated about the following five FURs which 
have been registered by them containing serious allegations against 
Shri Chelliah:-

1. RC. 2178-CIU-IJI regarding lightering operation by Ship 
Aquagem. 

2. RC. 41 78-CIU-III, regarding lightering operation by 
KAPITAN MARKOS. 

3. RC. 5/78-CIU-III regarding purchase of seven Vacuvators. 
14. R.C. 6/78-CIU-III regarding lightering operations by JAG 

LEELA. 
5. No. 33, dated 30-9-1978 regarding undue pecuniary advantage 

from Mis. MMP Lines Ltd., Calcutta. 
Chairman-cum-Managing Director, Central Inland Water Trans-

port Corporation Ltd., has been asked to intimate the pariculars of 
the documents of the Corporation which had been shown unauthori-
sedly by Shri Chelliah to Mis. MMP Lines so that his explanation 
may be called. So far as other officers are concerned, he has been 
asked to take necessary action against those responsible for this 
violation of the conduct rule. 

[Ministry of Shipping and Transport, O.M. No. 28 .. IWT (37) /78-
P&W dated 20th January, 1979; O.M. No. 9-IWT(12) 179-C&E 

dated &-3-79 and O.M. No. 28-IWT (18) 179, P&W, 
dated 17-3-79.] 

Recommendation (Serial No. 10, Para 122) 
The Committee are unable to unravel as to how the enormous 

profit was distributed amongst the beneficiaries. The Committee fail 
to understand why the Food Corporation of India who were the 
importers of the foodgrains from abroad and were in possession of 
surplus vacuvators with them, were not consulted by the Corpora-
tion before allowing the lighterage work to be done in a secretive 
manner. If they were serious about economising the whole opera-
tion they should have made use of the public sector vessels and 
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their vacuvators in these unloading operations. Had it been done in 
this ma~ner, it. would have resulted in considerable savings of Indian 
mon:y 10 ~orelgn ex~hange. The whole matter requires· a thorough 
pro.bing wlth the obJect of fixing responsibility for taking necessary 
action. 

Reply of Government 

As mentioned in reply already given to Committee on Public 
Undertakings on Recommendation No. 14 (Paragraph No. 126), the 
Central Bureau of Investigation,. Ministry of Finance (Deptt. of Re-
venue), Directorate of Enforcement, Income Tax Authority and Re-
serve Bank of India have been requested to catry out investigation 
and report the result to the Ministry of Shipping & Transport. Their 
reports are awaited. 

[Ministry of Shipping and Transport, O.M. No. 28-IWT(37) i78~ 
P&W dated 17-10-1978] 

Recommendation (Serial No. 11, Para 123) 

The Committee note that for lightering operations on the ship 
"Jagleela", the Corporation was offered the rate of Rs. 4.25 per 
tonne by Asia Marine Co. and the rate of Rs. 19 per tonne by World-
wide Charter Shipping Co. Still the Corporation entered into an 
agreement with M.M.P. Lines Ltd. for Lightering operations at tpe 
rate of Rs. 32 per tonne. The agreement with M.M.P. Lines Ltd. 
could have been terminated after the first lightering operation on 
the ship "Kapeton Matkos" as the agreement was on a vessel-to-
vessel basis. This was deliberately not done and huge profits were 
allowed to be reaped by M.M.P. Lines Ltd., and enabled their 
accomplices who are accupying position of authority in CIWTC to 
make illegal private monetary gains. This clearly indicates that 
there is much more in these operations than what meets the eye. 
Even the files pertaining to these operations are stated to have been 
destroyed. This is a matter which requires special audit by the 
Comp.troller and Auditor General's staff and a probe by Senior C.B.!. 
o.fficial preferably sent from Delhi since the Committee are not at 
all happy with the performance of the CBl's Calcutta Office with 
regard to conducting of their enquiries in so far as Central Inland 
Water Transport Corporation is concerned. 

Reply of Government 

The Comptroller a~d Auditor General has been requeGteJ to 
have a special audit conducted by his staff. 
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As regards the probe by CBI is concerned, the matter has been 
referred to C.B.I. for investigation. I.ts report is awaited. The re-
commendation of the Committee that the probe should be made 
by a senior CBI official preferably sent from Delhi has also been 
brought to the notice of the C. B . I. 

[Ministry of Shipping and Transport, O.M. No. 28-IWT(37)178--
P&W, dated 21st October, 1978] 

Recommendation (Serial No. 12, Para 124) 

The Committee are concerned to note that the Corporation en-
tered into an agreement for lightering operation on the ship 
"Aquagem" in a third country viz., Bangladesh in 1977. The Cor-
poration again sub-contracted this work to M.M.P. Unes Ltd., who 
were the agents of the ship-owners. The Corporation undertook to 
supply lighters, vessels etc., in a foreign country without seeking 
the approval of the Government or the Board of Directors. Other 
disturb:ng features in these transactions are:-

(i) The original agreement with the shipowners was subse-
quently amended to provide for remittance up to 50 per 
cent of the remuneration to Bangladesh for being directly 
paid to M.M.P. Lines Ltd., by adding a clause in this 
regard. 

(ii) In the sup-contract entered into by the Corporation with 
M.M.P. Lines Ltd., a provision was made for M.M.P. 
Lines Ltd., to collect directly major portion of the remune-
ration 'from the ship-owners in foreign exchange without 
any check on verifi-:ation by statutory authority. 

(iii) This provision regarding payment up to 50 per cent in 
Bangladesh to M. M . P. Lines Ltd., was already made by 
them in their own agreement with the Corporation on 
16-6-1977, though such a provision was included thereafter 
on 20-6-1977, in the agreement of the Corporation with the 
ship-owners by sending the F.A. & C.a.O. to Athens 
(Greece) indicating clearly how the intere.sts of M.M.P. 
Lines Ltd., were served by the Corporation. 

This makes the Committee feel' that dues in foreign exchange 
were sillhoned out of the country. The Enforcement Directorate 
should I robe into the matter for taking necessary action. 
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(iv) The Corporation was to provide Iightering vessel for dis-
charging grain at Chittagong and hire was to be paid by 
the Corporation to the owners of vessels cUrectly, which 
was to be adjusted later on from the amount to be receiv-
ed by the Corporation from tlie ship-owners. 

(v) Large amounts appear to have been paid by the Corpora-
tion to various parties on behalf of M. M . P. Lines Ltd., 
and a sum of Rs. 8.58 lakhs is still due from M.M.P. Lines 
Ltd. 

The COllumittee. require that the officers responsible for this state 
of affainl should be made personally liable to make good 'Of this 
amount, if not realised from M. M. P. Lines Ltd. 

Reply of Government 

The matter has been examined in consultation with the Ministry 
of Law, Justice and Company Affairs (Deptt. of Legal Affairs). The 
Chairman-cum-Managing Director, CIWTC has been advised that 
under Article 42(i) of the Article of Association all proposals for 
Foreign Colla.boration should be got approved from the Ministry of 
Shipping and Transport before they are finalised. They have also 
been ad"rfsed that each individual proposal should be got approved 
before it proceeds further with the foreign parties and approval of 
Government to the draft agreement obtained before its execution. 
tIt has been pointed out that the Ministry of Shipping and Transport 
vide telex message dated 19-1-76 had agreed to the proposal for 
acquisition of 7 vacuvators and for the conclusion of the proposed 
Hghterln,g contract for Kapetan 'Markos' but the agreement with 
owner o1~ Kapetan Markos was not got approved from this Ministry 
before execution nor was the subsequent operations for 2 more 
ships- "Jag Leela" & "Aqua gem" and taking the vacuvators out 
of the country to Bangladesh not approved by the Ministry. It has 
been made clear to the Corporation that in this case foreign collabo-
ration Wils involVed and the provisions of Article 42(i) of the Articles 
of Assoclation were, therefore, attracted. 

As recommended by the Committee in Paragraph No. Il6(v), 
124 and 126, the cm and Directorate of Enforcement have inter-alia 
been re<luested to look into the irregularities committed in this 
schemes of lightering operation and theit reports are awaited. 

The CIWTC has intimated that a sum of B.s. 8.77 lakhs is due to 
them ftom M/ sM. M . P. Lines as on 30-6-78. A nottce was served 
by CIW'tC on M.M.P. Lines for realisjng their dues but the letter has 
denied allly liability for the claim. The Corporation has served plea-
der's nol1-:e for recovery of the amount from M.M.P. Lines. The 
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present CMD is also pursuing the matter at his own level for getting 
the outstanding dues from MIs M. M . P. Lines. 

The question of fixing responsibiUty on officers. concerned will 
be considered after the reports of CBI etc. have been received. 

[Ministry of Shipping & Transport, O.M. No. 28-IWT(37)/78-P&W 
dated 17-10-78] 

Recommendation (Serial No. 13, Para 125) 

The Committee co~ider that: the change in tl~e clause of the 
agreement with the ship-owners of "Aquagem" allowing 50 per cent 
of the payments to be made in dollars in Bangladesh is unique, as 
such a clause did not exist in the earlier agreement. It is significant 
to note that this clause was inserted at the instance of M.M.P. 
Lines Ltd., who were agents of the ship-owners and the Financial 
Adviser and Chief Accounts Officer (Shrl Biswls) was particularly 
sent by the Chairman-ctL'ln-Managing Director (Shn Chelliah) to 
Athens (Greece) for this purpose at Corporation's cost. The whole 
transaction smacks of a calculated collusion between the Corporation 
authorities (Chairman-ctLm-Managing Director and Financial Advi-
ser and Ch;ef Ace-aunts Officer included) on the one hand and M.M.P. 
Lines Ltd., (represented by Shn M.N. Pal) on the other. Consider-
able amount in foreign exchange is alleged to have been kept out-
side the country in this deal. 

Reply of Government 

As recommended by the Committee in Paragraph No. 1214 Minis-
try of Finance (Department of Revenue), Directorate of Enforcement 
have inter-alia; been requested to investigate the matter and their 
report is awaited. 

[Ministry of Shipping & Transport, O.M. No. 28-IWT(37)/78-P&W 
dated 17-10-78] 

Beeommendatlon (Serial No. 14, Para 126) 

Considering all aspects of the operation of the scheme of lighter-
ing from its inception, the Committee cannot help concluding that 
in these operations, the main beneficiaries have been MMP Lines 
Ltd., and a few individual officers of CIWTC. This could not have 
happened without the collusion of the top officers of the Corpora-
tion who were· hand in glove with Shri Pal of M!4P Lines Ltd. The 
Committee recommend that the whole matter regarding this scheme 
and its operations as also the role played by the top officials of the 
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Corporation and Ministry, Contractors and sub-contractors should 
be thoroughly investigated by the CBI, the Income Tax Authorities, 
Enforcement Directorate of the Ministry of Finance as also the Food 
Corporation ·of India expeditiously. The Committee would like to 
be informed of the action taken in this regard within three months 
of the presentation of the report. 

Reply of Government 

As recommended by the Committee, the Central Bureau of 
Investigation, Ministry of Finance (Department of Revenue), 
Directorate of Enforcement, lIncome Tax Authorities and Reserve 
Bank of India have been requested to carry out investigations 
thoroughly and report the results to the Ministry of Shipping and 
Transport. The Food Corporation of India was also reque9ted to 
nominate a suitable technical officer from that Corporation to exa-
mine these vacuvators and to give his opinion about their present 
age so that it can be determined whether they were new or recon-
ditioned ones at the time of their purchase by CIWTC. The Food 
Corporation of India has intimated that apart from· the megre ex-
perience in this field, due to variou9 pre-occupations its engineers 
will not be in a position to spare the necessary time to carry out a 
detailed inspection of the machines and give a report on whether 
theSe were new or reconditioned ones at the time of their purchase 
by CIWTC. In view of this reply from Food Corporation of IIndia, 
Director General Shipping has now been asked to depute a 9Uitable 
officer to inspect these vacuvators. 

[Ministry of Shipping and Transport (I.W.T. Directorate) a.M. 
No. 9-IWT(52) /7s..P&W dated 22-7-1978] 

Further information called for by the Committee 

General (Recommendations 81, Nos.< 4(v), 12 and 14) 

Please intimate the outcome of investigations conducted by the 
various agencies [i.e. the CBI, Ministry of Finance (Deptt. of 
Revenue,) Directorate of Enforcement, Customs Authorities, :Income 
Tax Authorities and the Reserve Bank of India] on matters referred 
to them and action takelproposed to be taken by Government as 
a result thereof. If the Reports of the investigating agencies are 
9till awaited, reasons for delay and steps taken to expedite same 
may be indicated.. Was any time limit fixed for completion of 
investigations by these agencies? 

[Lok Sabha Sectt. O.M. No. 42/2(2)-PUI77 dated 15th January, 
1979]. 
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Further npiy' .fl~eltiiDent 

The reports on the investigations· being condu~ by various 
agencies i.e. the C.B.l, ).(imistry of Finance (Deptt. of Revenue) , 
Directorate of Enforcement, Customs Authorities, IncOme Tax 
Authorities and the Reserve Bank of India] on the matter referred 
to them are still awaited. The Ministry of Finance has, however, 
stated in their interim reply that the Enforcement' Directorate has 
conduced certain preliminary investigations into the irregularities 
pointed out by COPU in their 5th Report, and that in course of said 
investigations relating to recommendation No. 4 (Para 116 V) of the 
5th Report, the CBI has also been making certain enGJ.uirJ.es into the 
matter and that they have taken over relevant documents from 
CIWTC for investigations. 

As regards para 124 (Recommendation No. 12) it has been gtated 
that enquiries made by the Enforcement Directorate 'reveal that 
there was an .a.greementbetween CIWTCand the'agents of the 
owner of the ship to the effect that the owner 'reserved the right 
to remit 50 per cent of the v.alue ·of the contract directly to Bangla-
desh. The actual amount received by Mis. MMP Lines is not 
available, as the total _turn over of said operation has not been 
rubmitted by the MMP Lines to CIWTC. Enquiries made by 
them with RBI, reveal that they have not received any statement 
from CIWTC showing the receipt of Foreign Exchange by ClWTC I 
MMP Lines as fixed under the contract and disbursed to Bangladesh 
and the net amount repatriated to India. The Ministry of Finance 
has further intimated that Enforcement Directorate have been 
advised by them to complete investigations in consultation with 
CIWTC. 

The Ministry had requested the Ministry of FinancelEnforce. 
ment DirecfuratelRBIICustoms Authorities and IIncome Tax 
Authorities to complete their investigations by 15-7-1978. They have 
been reminded regularly to furnish their reports without furtheI 
delay. They have also been asked to intimate the reasons for delay. 
No date was fixed for the completion of investigations by CBI. They 
have, however, been reminded from time to time to complete their 
investigations and submit their reports as early as possible. 

[Ministry of Shipping & Transport O.M. No. 28-IWT(37) 178-
P&W dated 20th January, 1979] 

4454 L.S. -3. 
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LATEST POSITION 

Intimating the latest position of investigation by various agencies 
the Ministry inter aHa stated on 6th March, 1979 as follows:-

"Enforcement Directorate has intimated that the enquiries by 
the CBI would cover the foreign exchange angle also and 
they would send a self-contained note to that Dte. in case 
they come across any violation of the Foreign Exchange 
Regulation Act. 

The report9 from the customs & Income Tax Authorities are 
awaited. 

The Reserve Bank of IIndia, Bombay has intimated that as pet 
their records permission of the Reserve Bank of India has 
not been obtained by CIWTC for payment of the cost of 
vacuvators in U.S. $ since this constitutes a breach of 
the provisions of Foreign Exchange Regulation Act, the 
matter is to be investigated by the Enforcement Director-
ate and that in the evasion of payment of customs duty, 
the customs authorities are required to examine." 

[Ministry of Shipping and Transport O.M. No. 9-IWT(12) 179-
C&E dated 6th March, 1979] 



CHAPTER III 

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURSUE lIN VIEW OF GOVERNMENT REPLIES 

Recommendation (Serial No. 17, Para 129) 

"The Committee also require that the Government should con-
sider the imperative need of issuing suitable instructions to all the 
Public Undertakings to invariably consult their Administrative 
Ministries before making any such appointments." 

Reply of Government 

Under the extant instructions, the Public Enterprises while 
making direct appointments to senior and middle level posts are 
required to release advertisements in all the important newspapers 
having good all India circulation, as such appointments are to be 
made on the basis of merit only. Even for vacancies in lower ranks 
where recruitment is required to be made through National Em-
ployment Service, i.e., to posts carrying a pay scale the maximum 
of which does not exceed Rs. SOOI-, advertisements in local news-
papers have to be made by the Public Enterprises when the Employ-
ment Exchanges issue 'Non-availability' Certificates. 

2. Had the CIWTC followed the prescribed procedure and con-
sidered only those candidates who had applied in response to adver-
tisements issued by the Undertaking, Shri Gorsia could not have 
been appointed. Thus, this is a case where the Undertaking has 
not followed the prescribed instructions and, thus, by itself, may not 
justify with drawing from the Board the power to make appoint-
ments. Such a step may also dilute the accountability of the Under-
taking. However, the existing instructions are being reiterated and 
the public sector undertakings are being requested to ensure com-
pliance with them. 
~.--

[Ministry of Shipping & Transport O.M. No. 2S-IWT(37) 178-
P&W dated 27-12-7S] 

Recommendation (Serial No. 18, Para 130) 

The Committee have serious doubts whether the speed money 
reported to be hurriedly sanctioned by the Chairman-cum-Manag-
ing Director (Shri Chelliah) on the recommendation of Shri Gorsil 
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and placed at his exclusive disposal was actually paid to the Dock 
Labour Board Workers engaged in lighterage operation. The Com-
mittee recommend that the Government should direct C.B.!. Delhi 
office to complete early investigation with regard to the payments 
made to Dock Labour Board Workers.on allegedly fictitious vouchers 
and .. other related issues and take action to P'ID81ise the cUmaulting 
offi'cers and recover the money from them. 

Reply of Government 

SP, CBI (SPE) , CalCu.tta, has invesigated! the- allegation that 
some officials of C.I.W.T.C. showed false payment· of, incentive 
money by obtaining false signatureslthurn:b impressionB and pre-
paring false vouchers. He has vide his report dated 29-3-78, for-
warded by the Deputy Inspector General-of- Police, C.B.!. on 5.4.78, 
held after investigation that the allegation had. not been substanti-
ated; ~! It I.:' ·tl 

'[MinistJ'y CY.f Shipping and Tramport O.M. NO. ~28-IWT; (37) 178-
P&W dated 17':10-78] 



CIlAB'mB, IV 

RECmlMENDATIONSjOBSERVATfONS IN'RESPECT-OF WHICH 
GOVERNMENT 'REPLIE& HA VENOT BEEN ACCEPrED BY THE' 

COMMITTEE 

NIL 

29!1 



CHAPTER V 
RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 

OF GOVERNMENT ARE STILL AWAITED 

Recommendation (Serial No. 15, Para 127) 

The Committee deplore the appointment of Shri Gorsia as 
Stevedoring Adviser whose father owns a private stevedoring firm, 
where he still works, a rival of Central Inland Water Transport 
Corporation in the business of stevedoring. The Corporation have 
failed to explain how Shri Gorsia was selected by the then Chair-
man-cum-Managmg Director (Shri Chelliah) when there was no 
application received in response to the advertisement made by 
Central Inland Water Transport Corporation. Apparently Shri 
Chelliah had already made up his mind to have Shri Gorsia and 
therefore advertisement was given only in two Calcutta papers and 
not in the papers of other port cities. Further, when no application 
was received, the post was not advertised again. Shri Chelliah is 
answerable squarely for this serious irregularity. 

Reply of Government 

As recommended by the Committee, the CBI has been asked to 
investigate the irregularities pointed out by the Committee in the 
above Recommendation and its report is awaited. 

[MiniStry of Shipping & Transport O.M. No. 28-IWT(37) !18-
P&W dated 17-10-78] 

Recommendation (Serial No; 16, Para 128) 

. -
While deprecating this action, the Committee recommend that 

the Ministry should enquire into the extraneous circumstances that 
seem to have led to the appointment of Shri Gorsia as Stevedoring 
Adviser and also to find out as to whether he joined Central Unland 
Water Transport Corporation to seek unauthorised favours and 
divert Central Water Transport Corporation's clients to the firm of 
his father who is also running a stevedoring business and take 
further appropriate action as may be called for. 
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Reply of Government 

As mentioned in Government reply to Recommendation No. 15, 
the C.B.!. has been asked to investigate the matter. Further action 
will be cOI1rSidered after the report of the C.B.!. has been received. 

[Ministry of· Shipping & Transport O.M. No. 28-IWT(37)\78-
P&W dated 17-10-78] 

Further illjoT7l'Ul.tioll called jor by the Committee 

Recommendations (st Nos. 15 and 16) 

Please intimate the findings of the CBr in this case and action 
takenlproposed to be taken as a result thereof. 

[Lok Sabha Slectt. O.M. No. 4212(2)-PUI77 dated 15th January, 19'79] 

Further reply of the Government 

The CBr has since intimated that in regard to the appointment 
of Shri S. K. Gorsia as a Stevedoring Adviser referred to in recom-
mendation No. 16 (Para 128) of the Fifth Report, it would be for 
the department to take necessary action and this does not need any 
probe by the CBI. The matter is under consideration. 

[Minishy of Shipping & Transport O.M. No. 28-IWT(37)178-P&W] 

NEW DELHI; 
21st March, 1979. 
Phalguna 30;-1900' (S) 

JYOTIRMOY BOSU, 
Chairman, 

Committee on Public Undertakings. 



- Vw"Para :3 of IntrOduction 

'Aaalyli.I'tJf!.action taken by Oovcmmenton the' reamurllldtilltionu:ontained in the 5th 
Report of the, Committee OD Public Undertakings ( Sixth Lok Sabha ) 

I. Total number of recommendatiOlll made 

II. Recommendations that have been accepted by Government (vw 
recommendationa at 81. I to 14) " • • " 

Percentage to total. 

'HI. -,Recommendlltlona,whieh1the Oommittee da-ftGt ~desirt.-to~in 
view of Governl1UlJU' • .qply ( vide rocomm..alltiam.at Sil N_ 
17 and 18) 

Percmtage'to total 

IV. Recommenda\ionl.inl"~tlof.wbich ·rf'pliad Geuenunlat have 
not been accepted by the Committee.. . . . • 

v. 
Percentage total 

R.ecommendstiona in'1T.Ipect of·which finalreplies ofGovemrmnt 
are .. tillawaited (vide«lCDlllJnelldations a,'5I; NwrJ~ and '16) • 

Percentage to total. 

GMGIPMRNO-LC;; 11-4454 L'\-1I7-g-79-lg79· 

14 

77% 

\I 

li% 

Nil. 

'Nil 

'II 

II "/', 
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