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CHAP'11tR 1 
REPORT 

1.1 This Report of the Co'tnItlittee dealS with attibft taken by 
Government on the recommendations contained in thtit 38th Report 
.(Fifth Lok Sabha) relating to the Miriistry of SUpply which was 
presented to the House on the 19th April, 1973. 

1.2 Action taken notes have been received in respect of all the 21 
recommendations contained in the Report. 

1.3. Action taken notes/statements on the recommendations of the 
.Committee contained in this Report have been cate,orised 1olnder' the 
iollowing heads:-

(i) Recommenciationslobservaticms that ll(we been. accepted by 
Government. 

S. Nos. 1, 2; 3, 4, 6, 8, 11.14i 16-20. 

(ii) Recomm.en<iotions/obseT'tmtions which the Committee db 
not desire to pursue in the light of the replies of Govern
ment. 
S. Nos. 15 md 21. 

r(iii) Recommendations/observations repU~ to which have not 
been accepted by the Committee and which require reite
ration. 

S. No.7. 

!(iv) Recommendations/observations in respect Of which Gov
ernment have futnished interim replies. 

S. Nos. 5, 9 and 10. 

1.4 The CodlDltftee hope tbat bal repttes in regard to thGSe re-
<ommetldlltlofis to which only interim replies have so far. been fur-
lli~l'aed win be sUbMitted to them expeditiously after getting them 
v~ted by .watt. 

1.& The Committee will now deal with action takem notee on some 
1)f the recorhmendati~tls. 

Purch~e of tent potes 

1.6 In paragraphs 1.1-1.26, the Corturiittee eXamIned purchase of' 
tent poles by DGS&D for supplying them to the Ministry of Defence. 
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Commenting on the delay in the inspection of stores by the Defence 
Inspectorate, the Committee had made the following recommenda. 
tions in paragraph 1.29 (S. No., ,3); , 

"The Committee note that the ,inspection of the first lot of 
stores took nearly 2. months. As this was more than a 
~ird of the delivery period, the Defence Inspectorate 
should have. in normal course, informed the Purchase om-
cer of the reasons for the delay; since this was not done. 
the Committee desire that the matter may be investigated, 
and responsibility fixed. The Committee, however, note that 
the Ministry of Defence have issued suitable instructions. 
in~the matter soon after their representative was examin-
ed"'by the Committee." 

1.7. In their reply dated the 4th January 1973. the Department of 
Defence Production have stated: 

I',,· 

l'In order to investigate into the causes of delay in the inspec-
tion of stores which took nea.rly 2-112 months, the Director 
of Inspection' (General Stores), New Delhi, set up a Court 
of Inquiry in August. 1971. The terms of reference of the 
Court were to examine the reasons of alleged delay in ins-
pection of tent poles offered for inspection ag,ainst the two 
AITs mentioned in the Public Accounts Committee's Re-
port; to ascertain whether the inspeetion took abnormal 
time in clearance of deliveries; and to fix responsibility on 
individual (s) concerned for delays, if a.ny. 

2. The Court of Inquiry after examining all the witnesses and do-
cuments relating to the case opined that: 

(a) the firms were located at out sta,tions and officers had to 
be deputed for out station sampling from HQ at Delhi; 

(b) the firms did not make available inspection facilities of 
~, "', Bond Room etc. in t~e first instance as per tennsof the 

contract. In the absence of these facilities,' the first Sampl-
• il'lglInspection Officer had to come back. On assurance of 
the firms that bonding facilities had been arranged by them 
a second team of officers was immedf.ately sent. This lapse 
on the part of the firms resulted in 12 days delay in bulk 
sampling of the initial deliveries of the firms; 

(c) repeat testing of samples of Creosote Oil, as recommended 
( l by Inspedorof General Stores <North India) Laboratories, 
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had to be carried out and the flrst sample wu not found 
acceptable. The test results of the second sample had to be 
awaited from the Chief Inspectorate of General Stores be-
fore clearance of supply by OIC GSID; 

(d) since the requisite laboratory facilities were not available 
with the Inspector, it was necessa·ry to forward the Bulk 
Supply Samples from first tum-overs of the firms of the 
Chief Inspectorate of General Stores, Kanpur and to await 
the test reports. 

3. In the Context of the above position it is not possible to pin 
point responsibility for delay in inspection of deliveries offered on 
1-1-1968 to a single factorlindividual. 

4. It may perhaps be argued that had the Inspector taken the 
safest course by resorting to bulk rejection on the spot, a. delay of 71 
days in inspection of the first lot offered by the firms could have been 
avoided. However, such an action on the part of the officer would 
have resulted only in further delay in procurement on account of re-
tendering, etc. In our opinion he correctly judged the situa·tion by 
not rejecting the material on the spot and gave the firm time to gear 
up facilities for inspection in view of the urgent requirement of tent 
poles. His action of sending the Creosote for testing at CI (GS) Kan-
pur was all the more necessary since all precautions had to be taken 
in cases of first delivery, more so in the ca.se of a natural product like 
tent pole." 

1.8. Referring to the failure of the Defence Inspeetorate to inform 
the Purchase Officer about the reasons for the delay in inspection, 
the Committee had desired the Ministry of Defence to investigate 
the matter with a view to fixing respons.ibility. The reply of the 
Ministry does not meet the point raised by the Committee. 'l'Iie Com-
mittee would, therefore, like the Ministry of Defeiice Jto take appro-
priate action to fix responsibility for the lapse. 

1.9. Commenting on the lack of proper progressing of the contract, 
the Committee, in paragraph 1.30 (S.No. 4), observed:-

"It is surprising to note that the slow progress of Supply was 
not noticed till the firm A complained about the delay in 
inspection on the 27th June, 1968, as by then against the 
proportionate quantity of 3.6 lakh tent poles which shOUld 
have been supplied, only 1.2 Iakhs, representing a mere 
third were supplied. Further there was no quantity 
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tettd!red tor inspeCtion by the ftrtns after 24th April, 1.. l.'fm cl~atly indicates thGt the 'contract was not 
prOgreSSed properly." 

1.10. The Department of Supply, in their reply dated the 2nd 'De-
.cemi~ 1912 hate stated: 

''The ob~ation of the Committee has been noted." 

1.11. The Committee had observed that ther~ was no proper pro-
gressing of the contract. The Department has merely aoted the ob-
~ervadon. The Committee wish that the Department·should exaioiae 
wily the contract was not propessed properly aad take nec ... ary 
'8ctiOD. ... .. ., .. 

1.12. In paragraph 1.33 (S. :No.7). the Committee had referred to 
the need tor effective cooOOination in inspection of stores between 
the Defence Ministry and 008&0 and observed:-

.. ~ C()nttl1ittee understand that for most ot the Oetence re 
qufrernent& proc\l'l'ed through the 009&1), inSpeetfc1l1 il 
Itrtahged by the Defence tnspectorate. The lack of coord!-
ftati6ft teAultit'l, frotn neit'her the DGS&D not the Defence 
ltlSpeetora:te tald!1g the initiative noticed in this case, is 
rlther- ~uietfng. Th~e is a need for an e1!~tW~ lialsmt 
aitd td ob-riate lfty delay in scrutinifiing the tenders in-
volving opinion of the Inspectors and in progressing the 
contracts so that Goverument may not be put to any 
avoidable loss. In this connection the Cotnmittee would 
like Government to consider whether it may not be desir-
able to entrust also inspeCtion ot at least an the non-sophi-
st1cate<! item$ to the :bG~D as under ideal conditiona 
purchase atid inspeCtion should vest in one authority. The 
Comm.lttee wete, however, assured that the inspection of 
tent poles would be taken over by the OOS&O shortly." 

1.13. The Department of Svpply, in their reply dated the 27th 
December. 1972 have stated:: 

"AI per OftIce Order No. 1~~ dated 10-12-0196', inspection 
in reepect of 17 C!01nmon Ulfltt iteft1s waa-tibm over from 
the MlrtUtry of Defenee (OOI) aM ....... AtINd tb Inspec-
timt Wini' of tHe DGS&D'. A oopy .t1f th .. o~ order is 
enmosed for ready nderence. 
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In respect of wooden items - Tent MaJlet !teads <WoodeD.). 
Tent Pina (WOoden), Helv~s artd Handles (Wooden) 
and Tent. Poles lhmboo, listed· ag~inst items 1 to 4 of the 
said Otli.ce Order, some difticulties were experienced: in 
carrying out iDBpection by the OOS&D Inspection Wing. 
The matter had. been under cDrrespDndence with the Di-
rectorate of Inspection (Ministry of Defence), New Delhi 
and a CDPY of nDte dated 26-3-1971 recorded by the Deputy 
Director General (Inspection), DGS&D is ehelosed. In 
view of these difficulties, the Purchase Direcwrates were 
again requested to entrust the inspection ot these four 
items to the Defence Inspectorate. Further, in view of 
the heavy load on the Inspection Wing consequent upon 
the procurement of Defence storesfstores required fDr the 
East Bengal Refugees, it was not found possible toO take 
over the inspection of Tent Poles immediately by the ins-
pectiDn Officers of the DGS&D. A copy of D.O. letter ND. 
DGfMIsq71 dated 18-12-71 from the Director General to 
Brig. Bhupinder Sing Director of Inspection (GS) , Mini-
stry of Defence, is enclosed for ready refereno.. 

In regard toO wooden items mentioned above and particularly 
Tent Poles, the difficulty faced by the Inspection Wing is 
about a particular set of staff by which the process of ins-
pection is carried out by the Defence Inspectorate. There 
a.re various grades of officers at lower levels like Khalasis, 
Sorters etc. who conduct the preliminary examination 
which is not the pattern of staffing in the DGS&D Inspec-
tion Wing. In order to take over the inspection Df these 
items, it has been found necessary to ascertain the details 
of the staffing pattern of the Defence Inspectorate, perio-
dicity of inspection, detailed process of inspection ot stores, 
SDurces Df supply etc., so that a complete scheme for recruit-
ment of staff at appropriate levels, is subm1t~ to the Go-
vernment for their consideration and approval The facts 
in this regard are being collected by the Inspection Wing 
of the DGs&D in consultation with the Purchase Directo-
rate, Defence In~tion Organisation s.nd the Defence 
indentor." 

1.14. The Committee had desired th.at ~vemme1tt shMtld ronsi-
der whether it might not be desirable to entn1'S't also bispection of at 
least all the non-sophisticated items to the D. O. S. &: D., as under 
ideal conditions, purrhase and inspection should vest in one autho-
rity. As per an office order issued prior to the examination of the 
maUer by the Committee, inspection in respect of 17 common user 
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that berea.f~r ~ following procedure'should be followed in all cases: 
of risk pur~h~: 

(I) The purchase proposal should clearly in~ate the reasons 
why the original supp~i~r had failed to sU9{lly. 

(ii) The risk purchaae order should not be placed on the de-
faulting firm, unless it is ettabItshed that the default in 
makiDi supplies under the original contract was due to 
circumstanc8 beyond the control of the supplying firm 
and s~oient reasons are there' to show that the contract 
was impossible of performance due to circumstances such 
as strikes, lockouts, failure of Government to provide 
assistancepromi!led (by way of foreign exchange or raw 
materials in short supply etc.) or other genuine difficulty 
in the procurement of raw materials e,g .• steel, etc. 

(iii) Where the defaulter's lowest acceptable offer against the 
fisk purchase tender enquiry has been ipor.as stated at 
(ii) above, every effort shoUld be made to reeover general 
damages from him as admtlS1ble under the law. Besides, 
a note regarding the default in making the Supplies should' 
be kept in view even for consideting his otrers against 
tender enquiries for placement of any fresh order. 

(iv) If, for any reason, the risk purchaH contract has to be 
placed on the defaulting firm, detailed reasons for such 
coverage should be recorded. The indentor should also be 
apprised of the position, particularly regarding the pros-
pect of delivery. 

2. Purchase OffiCErs may kindly note the above decisions for 
compliance. 

Standard Distribution. 
TOri -lt1ieNo.anN~ri (34f\I\7'i~ 
Copy to:-

Sd./~ M. M. PAL, 
Deputy Director (CS-I). 

(1) Department of Supply, New Delhi, with reference to their 
U.O. No. pm-3717\7t, dated 17-12-71. 

(2) MiniJtryof Finance (Su,pply Wing), w·jtl1 reference to 
their \J.O. No. F. 19&6/71 dated 1H~71. 

IJ:r. The ~mittee had desired Gove~entto u", down suit.-
aWe plclelbaes .as re,a,ds plaeiJJ, rt,u1'f:ba~ o,"u 0'" thelWDe 
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firms, which had earlier defa~lted in suppl)'~g an~ whO$e original 
contracts were cancelled withQut financial reperCUSSi9tlS. The De-
partments have forwardecJ a coPY "f the instructiop jsslled before the 
presentation of the Thirty Eighth Report (Fifth· Lok Sabha). 
The Committee find .that the instructions, however, do .not cover the 
case spedficalll referred to by them. They, therefore, wish that the 
Department should issue comprehensive instructions in the matter. 

pu.rchase of paper and paper boards 

1.18. The Committee, in paragraphs 1.36--1:70, had dealt with 
the unsatisfactory arrangement for the procurement of paper to meet 
essential Government requirements after tbe decontrol in May, 
t968. Referring to tpe necessity of increasing the paper production 
in the country, the Committee in paragraph l.78 (S. No. 17) had 
made the following observations; 

"The Committee are, however, convinced that a long term 
solution can be found only in increasing the output of 
paper in the country. Obviously the demand, especially 
of cultural variety of paper has far outpaced the growth 
in production. The Committee were informed that _ in 
addition to setting up new mil~ in the public sector, Gov-
ernment bave worked out a ·Cra.sh Programmes' under 
which by expanding the capacity of selected mills, an addi-
tional tonnage of 80,000 tonnes of paper per annum is 

expected to be manufactured by the end of 1972 or early 
1973. 

This assumes urgency in view of the fact that as agaillilt Gov-
ernment's requirement alone of the order of 1.99 lakh 
tonne$ during the period 1-7-71 to 31-3-73 only a· quantity 
of 0.95 lakh tonnes has been covered by 1971-72 rate con-
tract effective up to ~1l-72. The Committee would. 
therefore, urge Government to ensure that the target of 
additional production is achieved without any delay." 

l.lll. The Mil'listry of Industrial Deve}op",en:t, in their reply 
"~<I ~be bt Ja~uary, 1973, M\'Ie stated: 

"Government are constantly alive to the imperative and over-
riding Med to achieve additi01lal 'produet1oit wtth· the least 
possible delay. Towards this ena, (i.o\lePnlMnt have al-
ready "ken the followin~ action, in ad~itioll to Ule crash 
{>rog~,rnrn~ refen:ed to abQve. 
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(i) 38 new· Schemes for either setting up ot new u,nder-
takings or effecting substantial expansion in existing Un-
dertakings for manufacture of paper have been approv-
ed in the private sector, for a total capacity of 12.92 
lakh tonnes, of which writing and printing varieties of 
paper will constitute approximately 6.S7 lakh tonnes. 

(ii) The following three schemes for setting up of projects 
by the Hindustan Paper Corporation in the public sec-
tor are under various stages of achieve consideration: 

(8) A project at Nowgong, Assam for a capacity of 50,000 
tonnes per annum. 

(b) A project at Cachar, Assam for a capacity of 50,000 
tonnes to 75,000 tonnes per annum of paper. (Capacity 
to be decided finally). 

(c) A project at Nagaland for a capacity of 30,000 tonnes 
per annum of paper." 

1.20. The Committee had been given to understand that in addi-
tion to settm, Vp new mills in the public sedor, an additional ton-
nage of 80,000 tonnes of paper per annum was expected to be manu-
factured by the end of 1972 or early 1073. The reply of the Ministry 
does not iDcUeate whether this expectation had materialised. The 
'Committee desire that the position in this regard may be intimated 
to them. 

1.21. Dealing with the powers to enforce lSI specifications for 
'paper, the Committee, in paragraph 1.80 (5. No. 19) had made the 
following observations: 

"The Committee are surprised to learn that it took such a 
long time to finalise lSI specifications for different varie-
ties of paper which appears to have been done compre-
hensively for the first time only in August, 1971. The 
Committee hope that supplies by mills will now conform 
to lSI specifications. As there were conflicting views re-

.. garding the powers to enforce the speciftcations; the Com-
mittee wish that this question should be examined and 
settled to guard against sub-standard supplies." 

1.22. The Ministry of Industrial Development, in their reply 
dated ·.the lst·January 1972, have stated: 

. ." i··,,· . ~ .... 

l'Steps have been initiatedtoens\!.re that.an. paPel- producing 
units adhere to the lSI Standards. The' Director General 
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of Supplies and Disposals are also pursuing the question 
of adoption of the lSI Standards by aU Paper Mills with 
regard to Government's supplies against the rate con-
tracts with the Joint Committee on Paper Industry. Al-
though the lSI scheme is essentially one for voluntary 
adoption by the various manufacturers, in regard to the 
Paper Industry the question of ensuring some sort of com-
pulsory adoption is being gone into in depth by the Gov-
ernment." 

1.23. As regards enforcing lSI specifications for paper, the Com-
mittee had beeD informed by the represeDtative of the lSI that it 
was fer the user or,lDisatioDi to enforce speeUlcations whereas the 
representative of the MiDlstry of Supply had stated that it was for 
the D.G. I.S.I., to eDfor~e speei6eations ad tbat the purchase au-
thority had no powers. As there were coa8ietiq views recardiag the 
power to enforce specifications, the Committee had wished that this 
question should be examined and settled to guard aplnst sub-stan-
dard supplies. It has been intimated that the question of ensuring 
some sort of compulsory adoption is being gone into in depth by the 
Government. The Committee would like to know the manner in 
which it is proposed to be ensured. 

Extra expenditure in purchase of beaTing plates: 

1.24. In paragraphs 1.81-1.86, the Committee had examined a 
case involving delay in finalising purchase proposals. Dealing with 
invitation of tenders on f.o.r. destination basis, the Committee had 
made the following observations in paragraph 1.87 (S. No. 20): 

"The Committee note that there was a delay of over 3 months 
in finalising of purchase proposals in this case which in-
volved calculation of destination prices of a number of 
items and tenders. In order to avoid unnecessary delays 
the Committee would suggest that as far as possible ten-
ders should be invited on f.o.r. basis rather than on ex-
factory basis." 

1.25. In their reply dated 21-10-72, the Department of Supply 
have stated: 

"The recommendation of the Committee has been noted. 

The instructions contained under para 4(c) of Form D. G. S. 
and D. 100c, attached to the tender enquiries reads as 
under: 
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'Prices quoted should be invariably for delivery f.o.r. 
Station of ' destination (or of station of despatch) in 
India and inclusive of charges such as packing for-
warding, customs duty, octroi, etc., etc., where appli-
cable.' 

It will be seen that the prices are called for on f.o.r. basis 
in all cases." 

1.26. Considering the delay in finalising purchase proposals in-
volving calculations of destination prices of tenden, the C01pJDittee 
bad suggested tbat as far as possible tenders should be invited on 
f.o.r. basis rather than on ex-factory basis. The Ministry referred 
to existin, instructions that prices quoted should be invariably for 
delivery onf.o.r. station of destination or station of despatch. As 
the rates fw f.o.r. station of de.,atch will not obviate time consum-
ing cakuJa,Uon of destiBation prices, tbe ·Committee wish to reite-
rate that tenders should be ealled for on f.o.r. destination basis as 
far as possible. 
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RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT. 

BecOIIlDlendation 

"The Committee are distressed to note that lack of proper care in 
drafting the terms of the contract and progressin& it together with 
the deplorable absence of coordination between the organisations of 
the D.G.S. & D., and the Defence Inspectorate cost the exche-
q~er in this case as much as Rs. 6.62 lakhs besides delaying the pro-
curement of tent poles urgently required for Defence prepardness. 
The Committee desire that responsibility of the officials concerned 
should be fixed so as to act as deterrent against any laxity in future." 

[So No.1 (Para 1.27) of Appenqix IV to Thirty Eighth Report (Gifth 
I..ok Sabba)]. 

Recommendation 

"The orders placed on firms 'A' and 'B' for tent poles did not 
specifically indicate the number of instalments and the rate of sup-
ply, with the result that in the first lot, only an insignificant fraction 
of the total quantity ordered for, was tendered for inl'pection. The 
Committee would like to know how such a vague delivery clause 
was provided for by the D. G. S. & D., organisation who have long 
years of experience and expertise in the field." 

[5. No. 2(P~ra 1.28) of Appendix IV to Thirty Eighth Report (Fifth 
Lok Sabha)]. 

Action Taken 

The official responsible for the drafting of the contract has been 
warned. 

[Department of Supply O.M. No. PIII-19 (18) 170 dated 2-12-72) 

Beeo_endatlon 

Tbe Committee note that the inspection of the first lot of stores 
took nearly 2l months. As this was more than a third of the delivery 
period, the Defence Inspectorate should have in normal 
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~ourse, informed the Purchase Officer of the reasons for the delay; 
since this was not done, the Committee desire that the matter may 
be investigated and responsibility fixed. The Committee, however, 
note that the Ministry of Defence have issued suitable instructions, 
in the matter soon after their representative was examined by the 
Committee. 

[So No.3 (Para 1.29) of Appendix IV to 38th Report (5th L.S.)] 

Action Taken 

In order to investigate into the causes of delay in the inspection 
of stores which took nearly 21- months, the Director of Inspection 
(General Stores), New Delhi, set up a Court of Inquiry in August, 
1971. The terms of reference of the Court were to examine the 
reasons of alleged delay in inspection of tent poles offered for inspec-
tion against the two AITs mentioned in the Public Accounts Com-
mittee's Report; to ascertain whether the inspection took abnormal 
time in clearance of deliveries; and to fix responsibility on indivi-
dual (s) concerned for delays, if any. 

2. The Court of Inquiry after examining all the witnesses and do-
cuments relating to the case opined that: 

(a) the firms were located at out stations and officers had to 
be deputed for out station sampling from HQ at Delhi; 

(b) the firms did not make available inspection facilities of 
Bond Room etc. in the first instance as per terms of the 
contract. .In the absence of these facilities, the first 
SamplinglInspection Officer had to come back. On assur-
ance of the firms that bonding facilities had been arrang-
ed by them a second team of officers was immediately 
sent. This lapse on the part of the firms resulted in 12 
days delay in bulk sampling of the initial deliveries of 
the firms; 

(c) repeat testing of samples of Creosote Oil, as recommended 
by Inspector of General Stores (North India) Laborato-
ries, had to be carried out and the first sample was not 
found acceptable. The test results of the second sample 
had to be awaited from the Chief Inspectorate of General 
Stores before clearance of supply by ole Gsm'; 

(d) since the requisite laboratory facilities were not avail-
Rble with the/Inspector, it was necessary to forward the 
Bulk Supply Samples from first tum-overs of the firms 
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to the Chief Inspectorate of General Stores, Kanpur and 
to await the test reports. 

3. In the context of the above position it is not possible to pin 
point responsibility for delay in inspection of deliveries offered on 
1.1.1968 to a single factor jindividual 

4. It may perhaps be argued that had the Inspector taken the 
safest course by resorting to bulk rejection en the spot, a delay of 
71 days in inspectien of the first let 'Offered by the firms could have 
been aveided. However, such an actien on the part of the officer 
weuld have resulted only in further delay in prccurement 'On ac-
count of retendering, etc. In our opinien he correctly judged the 
situatien by nct rejecting the material 'On the spot and gave the firm 
time te gear up facilities for inspecting in view of the urgent require-
ment 'of tent poles. His action 'Of sending the Creosote for testing 
at CI (GS) Kanpur was all the more necessary since all precautions 
had to be taken in cases 'Of first delivery, mere so in the case 'Of a 
natural prcduct like tent pole. 

[Ministry 'Of Defence (Department 'Of Defence Production) 
O.M. Nc. 4 (9) 172 I'D (Pred) dated 5-1-1973J 

Recommendation 

"It is surprising to note that the slow progress of Supply was nct 
noticed till the firms ccmplained about the delay in inspecticn 'On 
the 27th June, 1968, as by then against the prcpcrtionate quantity 'Of 
3.6 lakh tent poles which should have been supplied, 'Only 1.2 lakhs, 
representing a mere third were supplied. Further there was nc 
quantity tendered for inspecticn by the firms after 24th April, 1968. 
This clearly indicates that the contract was not progressed proper-
ly." 

[So No. 4 (Para 1.30) of Appendix IV to Thirty Eighth Report 
(Fifth Lck Sabha) J 

Ac:tion.Taken 

The 'Observation of the Ccmmittee has been noted. 

[Department of Supply O.M. No. PIII-19 (18) 170 dated 2.12.721 

Recommendation 

"Having lost sight 'Of the firm's letter fer well over a month by 
which time the delivery period had already expired, the case was 
referred to the Law Ministry in August, 1968. It is unfortunate that 
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the facts of the case were not fully presented to them. In the opi-
nion of the Committee, however, there was an occasion to refer the 
case at that stage to the Defence Inspectorate rather than to the 
Ministry of Law. Had this been done, Government would not have 
been put to the loss in this case as the firms were in fact responsible 
for the delay in inspection." 

[S1. No.6 (Para 1.32) of Appendix IV to Thirty-Eighth Report (Fifth 
Lok Sabha) J. 

AdioD taken 

It is submitted that all the facts available with the DGS&D at 
that time were placed before the Law Ministry. The opinion of the 
Committee that at that stage the Defence Inspector should have 
bee!l consulted has, however, been noted. 

[Department of Supply O.M. No. PIII-19 (18) 170 dated 2-12-72] 

Reeommendation 

"The attitude and performance of the firms have been quite un-
satisfactory. The identical nature of developments in this case shows 
that the firms have been acting in concert to avoid contractual com-
mitments under some pretext or the other. The Committee desire 
it to be investigated as to how these firms were related to each 
other. Ironically enough these firms got the bulk of the orders on 
repurchase at much higher rates after getting the original contracts 
cancelled without financial repercussions. The Committee, however, 
wish to make it clear that it may not be objectionable to place re-
purchase orders on the same firms after cancelling their original 
contracts at their own risk and responsibility. In any ase there is 
a need for laying down suitable guidelines in the matter of repur-
chase from the same firms which defaulted supplies originally. 

{SI. No.8 (Para 1.34) of Appendix IV th Thirty-Eighth Report (Fifth 
Lok Sabha)] 

Adion taken 

The relationship between the two firms as per the Registratiol'l 
rec'Ords of DGS&D is as under:-

F"irm A-Mis. Internati'Onal Trading Co., New Delhi is personally 
'Owned by Shri Madan Lal Talwar, son of Shri Hukam Chand Talwar. 



17 

Firm B-Mls. Hukam Chand" Sons, 60122, Rohtak Road, Karol 
Bagh, New Delhi is lole proprietorship concern of Shri Hukam Chand 
Talwar. 

Mis. International Trading Co. was registered on the basis of the 
Defence Ipspection Report, wherein it had been stated that the fac-
tory premises were situated adjacent to Mis. Hukam Chand & Sons 
at Najibabad. Sorne of the seasoning facilities of Mis. Hukam Chand & 
Sons were availed of by the International Trading Co. The two firms 
had separate factories at Najibabad, though adjacent to each other. 
At the time of RegiStration the address of Mis International Trading 
Co. was 5-Clll, New Rohtak Road, Karol Bagh, New Delhi. It has 
been changed to 60122, Ramjas Road, W.E.A. Karol Bagh, New 
Delhi, whl'Ch is the same address as that of Mis. Hukam Chand and 
Sons. 

Instructions regarding the guidance of the purchase officers in the 
matter of re-purchase from the same firm, who defaulted the sup-
plies originally have been issued vide 0.0. No. 21 (A) dated 12.1.72, 
copy enclosed. 

[Deptt. of Supply OM No. PIII-19 (18) 170 dated 2-12-72] 

DIRECTORATE GENERAL OF SUPPLIES AND DISPOSALS (CO-
ORDINATION SUPPLIES SECTION CDN-2 NEW DELHI-I 

Office Order No. 21 (A) Dated: 12.1.1972. 

SUBJECT: Risk P'ITchase-lgnoTing of the lowest offer of defaulter 
against risk purchase. 

In para 4 of Office Order No. 21 dated l.l. 71, the detailed proce-
dure for carrying out a risk purchase has been indicated. Among 
other things, it has also been specifically laid down in para 4 (h) of 
the order that in case of operational, critical indents from various 
indentors the question of placement of repurchase orders on the 
dEfaulting firms has necessarily to be considered from purely the 
angle of immediate supply rather than from a legal angle, and that 
if the purchase officer is convinced that the defaulting firm will not 
be in a position to deliver the supplies, his offer has to be passed 
over and ordm placed on a reliable source of supply. In such an 
instance, whatever recovery is pOSSible by way of general damages 
should be claimed. 

2. In a recent examination of some of the risk purchase contracts 
placed on defau1ting firms, it has been invariably noticed that no sup-
plies have been forthcoming and indentors have been denied sup-
pUes of certain of their vital requirements. The matter was re-
examined in consultatiol.'lwith the Department of Supply and the 
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Ministry of Finance. Keeping in view the fact that timely materia-
lisation of supplies is of paramount importance, it has been decided 
that hereafter the following procedure should be followed in an 
cases of risk purchase: 

(1) The purchase proposal should clearly indicate the reasons 
why the original supplier had failed to supply. 

(ii) The risk purchase order should not be placed on the de .. 
faulting firm, unless it is established that the default in 
making supplies under the original contract was due to 
circumstances beyond the control of the supplying firm 
and sufficient reasons are there to show that the contract 
was impossible of performance due to ci:.rcumstances such 
as strikes, lockouts, failure of Government to provide 
assistance promised (by way of foreign exchange or raw 
materials in short supply etc.) or other genuine difficulty 
in the procurement of raw materials e.g. steel, etc. 

(iii) Where the defaulter's lowest acceptable offer against the 
risk purchase tender enquiry has been ignored as stated 
at (ii) above, every effort should be made to re~over ge-
neral damages from him as admissible under the law. 
Besides, a note regarding the default in conSidering his 
offers against tender enquiries for placement of any fresh 
order. 

(iv) If, for any reason, the risk purchase contract has to be 
placed on the defaulting firm, detailed reasons for such 
coverage should be recorded. The indentor should also be 
apprised of the position, particularly regarding the pros-
pects of delivery. 

2. Purchase Officers may kindly note the above decisions for 
compliance. 

Standard Distribution. 

(On FUe No-:-CDN~r7 (34) \1\71. 
Copy to:-

Sdl- M. M. PAL 
DEPUTY DIRECTOR (CS-l) 

1. Department of Supply, New Delhi, with reference to their 
U.O. No. pnI-3717171 dated 17-12-71. 
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2. Ministry of Finance (Supply Wing), with reference to their 
U.O. No. F. 1950171 dated 8.12·.71. 

Recommendation 

The Committee find that the rate contract is only a price agree-
ment and unless each and every supply order is accepted by the mill, 
it is not legally a concluded contract. Further the Industry is stated 
to be not prepared to accept penalty being imposed for 1at2 delivery. 
In view of the experience in the recent past. the only r.:!-nedy appears 
to be to bring around the industry to accepting a runn~n~ contract 
in order that there may not be any uncertainty in supply. The Com-
mittee have later in this section of the report indicated how this can 
be ensured. 

[So No. 11 (Para 1.72) of Appendix IV to Thirty-Eight Re.port (Fifth 
Lok Babbs)]. 

Action Taken 

In the past and also during negotiations held with the Paper In-
dustry during August and September, 1971, an attempt was made 
to persuade the industry to accept running contracts instead of rate 
contracts. They re.gretted their inability to accept this position, pri-
marily due to the fact that running contract would be subject to 
penalty clause. They felt that such penalty clause was not accept-
able to them in view of the persistent difficult position about raw 
material, particularly pulp and chemicals, and difficulties in the 
movement of rJW materials and finished products. 

Against rate contracts, bulk allocation in tonnes is made in favour 
of all the indentors for each variety of paper without specifying tbe 
details of size and specification. The indentors place the Supply 
Orders later, giving full details to meet the requirements of parti-
cular consignees. The number of consignees would be numerous. 
The Government of India Stationery Office cater for a very large 
number of consingnces, and for such a large number of consignees, 
it is extremely difficult for the Direct Demanding Officers to lay 
down in advance, the detailed requirements. Again, the placement 
of Supply Orders has to synchronise with the printing programmes 
and there is a degree of flexibility available under the rate contract 
system. However. the possibility of entering into rening contracts 
will be explored for the next contract period. 

[Deptt. of Supply O.M. No. PIll-19 (20) 170, dated 25-9-1972]. 
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ReeoJhmendatioa 

"An important lacuna in determining the annual requirement of 
paper according to the Committee is that the actual past consump-
tion and the balance stock are not ascertained from the various in-
dentors. Unless these are obtained the reasonableness of estimates 
of requirement indicated by them cannot be ensured. The Commit-
tee, would, therefore, like to suggest that there should be a close 
check of the estimates with an eye on economy after obtaining the 
relevant data so that the commodity which is already in short supply 
in the country may not be either wasted or accumulated. 

[5. No. 12 (Para 1.73) of Appendix IV to Thirty~Eighth Report (Fifth 
Lok Sabha)]. 

Action Taken 

The recommendations of the Committee have been noted. 

All Direct Demanding Officers are being requested to furnish 
actual past consumption, the balance stock and the quantity due 
against backlogs which will be taken into account at the time of 
concluston of future rate contracts/running contracts. 

[Deptt. of Supply O.M. No. PIII-19 (20) /70, dated 25-9-1972). 

Recommendation 

"The Committee note that the rate contracts are not being enter-
ed h'lto in time and the Direct Demanding Officers informed of it 
sumbently in a'dvante. To what extent has there been delay can 
be seen from the fa~t that the contracts for the years 1968-69 to 
1970-71 effective from 1st July each year were actually placed on 23rd 
August, 1968, 9th December, 1969 and 10th September, 1970 respec-
tively, i.e., after a delay ranging from 7 to 22 weeks. The Commit-
tee trust that such delays would be strictly avoided, in future. 

[So No. 13 (Para 1.74) of Appendix IV to Thirty-Eighth Report 
(Fifth Lok Sabha)]. 

Action Taken 

The recommendation of the Committee has been noted. It may 
be pertil'l'eftt to mention that the rate contracts for 1971-72 i.e., from 
lit December, 1971 to 30th November, 1972 were concluded on 14th 
December, 1971. Every effort will be made to conclude further con-
tracts in time. 

[Deptt. of Supply O.M. No. PIII-19(20)/70, dated 25-9-1972]. 
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Recommendation 

"One of the reasons given by the industry for not fu1ft.lllng the 
demand placed on them is that the Direct Demanding officers do not 
place the orders in time. Although the Committee desired to have 
the details of orders placed against the schedule of placement there-
of prescribed after taking into account the delay in entering into the 
contracts, these were not furnished. It is, however, seen that supply 
orders actually placed during the years 1968-69 to 1970-71 ranged 
between 82 per cen:t and 93 per cent of the quantities allocated. The 
Committee could not view such slackness with equanimity. They 
would, therefore, suggest that such of the Direct Demanding Officers 
under Central Government as would not place orders in full and in 
time 'Should not normally be permitted to make local purchases with-
out first fixing responsibility for . lapse. The matter may also be 
taken up with State Gover~ ments as regards other Direct Demand-
Ing Officers." 

[So No. 14 (Para 1.75) of Appendix IV to Thirty-Eighth Report (Fifth 
Lok Sabha)]. 

Action taken 

The recommendation of the Committee has been circulated to all 
t~e Ministries/Departments of the Central Government and to the 
State Governments fot necessary action. A COpy of the circular 
dated 14th November, 1972 is enclosed. 

'Fo 

[Deptt. of Supply O.M. No. 19(20)/70, dated 4-12-1972]. 

No. PII~-19(20) /70 
GOVERNMENT OF INDIA 

Departme:lt of Supply 
New Delhi·H, the 

The Chief Secretaries of all State Governments. 

SUBJECT: -Supply of paper and pxper board against Rate Contracts 
·concluded by the DGS&D. 

Sir, z 
I am directed to statl" that the delav in the ~!Upply of paper and 

paper boards against orders placed bv the Central and State Gov-
ernment Departments on firms holding DGS & 0 rate contracts came 
up for discussion by the Public Accounts Committee last year. The 
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Committee was apprised that o::e of the reasons for delay given by 
the industry fOr not fulfilling the demands placed on them was that 
the Direct Demanding Offl::ers did not place the orders against the 
allocations made in Rate Contracts in time. The. Committee has 
taken a serious view of the m,atter and its obServations are reproduc-
ed below:-

"One of the reasons given by the industry for not fulfilling the 
demand placed on them is that the Direct Demanding 
Officers do not place the orders in time. Although the 
Committee desired to have the details of orders placed 
against the Schedule of placement thereof prescribed after 
taking into account the delay in entering into the con-
tracts, these were not furnished. It is, however, seen tha·t 
wpply orders actually placed during the years 1968-69 to 
1970-71 ranged between 82 per cent and 93 per cent of 
the quantities allocated. The Committee could not view 
such slackness with equanimity. They would, therefore, 
suggest that such of the Direct Demanding Officers under 
Central Government as would not place orders in full and 
in time should not normally be permitted to make local 
purchases without first fixing responsibility for the lapse. 
The matter mav ?l'io be taken up with State Governments 
as regards other Direct Demanding Officers." 

It may be pointed out that the Rate Contracts concluded by the 
DGS & D cle:lrly specify the quantities which have been aUotted to 
each Direct Demanding Officer as well as the phased manner in 
which the Direct Demanding Officers are to place the supply orders 
On the firms holding the Rate Contracts. In view of these provi-
sions, there should normally not be any difficulty for the Direct De-
manding Officers in placing their orders against the Rate Contracts 
for full quantities allocated well in time provided, sufficient atten-
tion is paid by them to the matter at the appropriate time. The 
recommendation of the Public Accounts Committee as reproduced 
above is brought to the notice of all State Governments for suitable 
action. 

(S. S. PURl) 
J oint Secretary to the Government of India. 

Copy for necessary action also to:-
1. All Ministries and Departments of the Central Government. 
2. Lt. Governors/Chief Commissioners of Union Territorie8. 

(S. S. PURl) 
Joint Secretary to the Government of India. 
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Recommendation 

The fundamental issue involved in the Ministry's reluctance to 
enter into a firm contract with Government is the disparity between 
the rate contract price and the. open market price after the decontrol 
of paper which makes it profitable to the industry to divert supplies 
to the market thus starving Government of their legitimate and 
urgent requirements. The Committee do not think that Govern-
ment should be a helpless witness to this phenomenon especially in 
view of the fact that reasonable price increases have. been given in 
the rate contracts and the paper Industry on the whole are stated to 
have increased profits substantially after decontrol, further there is an 
unhealthy tendency for the price to increase with the widening gap 
between supply and demand. The solution, therefore, lies in impos-
ing a partial control so as to ensure firm supply of a specified 
portion of production against Government requirements at an agreed 
rate which may also call for regulation of pattern of production. 

[So No. 16 (Para 1.77) of Appendix IV to Thirty-Eighth Report 
(Fifth Lok Sa.bha)]. 

Action Taken 

Imposition of a partial control on the paper industry with a view 
to ensure supply of a specified portion of production against Govern-
ment requirements at an agreed rate will be a step in the right 
direction. But, having regard to the effect it will have on further 
investment in this very heavy investment industry and its adminis-
trative, organisational and financial implications, it is a question which 
has to be considered very carefully. Besides, the requirement of 
paper of other equally important sections of consumers has also to 
be kept very much in mind. Government are already having under 
their active consideration the entire question introducing some form 
of control to ensure the availability of paper at reasonable prices to 
all consumers, and will endeavour to arrive at an appropriate solu-
tion of the various facets of this problem in the near future. 

As for varying the production pattern, though there are certain 
built in technological and economic difficulties. the suggestion is 
being car:efully looked into suitable steps will be taller after due 
consultate with the paper industry and the technical advices of Gov-
ernment. Every steps will be taken here also. 

[Ministry of Industrial Development, D.O. No.3 (17) 172-
Paper Cell, dated, 1-1-1973]. 
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Recommendation 

The Committee are, however, convinced that a long term solution 
can be found only in increasing the output of paper in the country. 
Obviously the demand, especially of cultural variety of paper has 
far outpaced the growth in production. The Committee were in-
formed that in addition to setting up new mills in the public sector, 
Government have worked out a 'Crash Programmes' under which by 
expanding the capacity of selected mills, an additional tonnage of 
80,000 tonnes of paper per annum is expected to be manufactured by 
the end of 1972 or early 1973. 

]his assumes urgency in view of the fact that as against Gov-
ernment's requirement alone of the order of 1.99 lakh tonnes during 
the period of 1st July. 1971 to 31st March, 1973 only a quantity of 
0.95 lakh tonnes has been covered by 1971-72 rate contract effective 
upto 30th November. 1972. The Committee would therefore, urge 
Government t9 ensure that the target of additional production is 
achieved without any delay. 

[So No. 17 (Para 1.78) of Appendix IV to 38th Report 
(5th Lok Sabha»). 

Adion Taken 

GO\1ernment are constantly alive to the imperative and over-
riding need to achieve additional production with the least possible-
delay. Towards this end, Government have already taken the fol-
lowing action, in addition to the crash programme referred to above. 

(i) 38 new schemes for either setting up of new undertakings or 
effecting substantial expansion in existing undertakings formanu-
facture of paper have been approved in the private sector, for a total 
capacity of 12.92 lakh tonnes, of which writing and printing varieties 
of paper will constitute approximately 6.87 lakh tonnes, 

(ii) The following three schemes for setting up of projects by the 
Hindustan Paper Corporation in the public ~ector are under various 
stages of active consideration:-

(a) A project at Nowgong, Assam for a capacity of 50,000 
tonnes per annum. 

(b) A project at Cachar, Assam for a capacity of 50,000 tonnes 
to 75,000 tonnes per annum of paper. (Capacity to be 
decided finally). 
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(c) A project at Nagaland for a capacity of 30,000 tonnes per 
annum of paper. 
[Ministry of Industrial Development, D.O. No. 3(17) 172-

Paper Cell, dated, 1-1-1973]. 

Becommelldation 

The Committee would like it to be considered whether the mills 
who were the major defaulters in supply against Government-re-
quirements deserve any special facilities for expanding their produc-
tion capacity. 

[So No. 18 (Para 1.79) of Appendix IV to 38th Report 
(5th Lok Sabha)]. 

Action taken 

While ordinarily the course of action suggested may be the most 
appropriate way of dealing with the "efring" mills, in view of the 
larger interest of the country which calls for the promotion of in-
vestment in paper industry to the maximum extent possible in the 
shortest period to meet t.ne urgent rising demand, Government feel 
that the purpose may be achieved by stem warning and grilling the 
defaulting mills to discipline them, reserving drastic steps for reall;-
had cases involving habitual defaulters. 

[Ministry of Industrial Development, D.O. No.3 (17) 172-
Paper Cell, dated, 1-1-1973]. 

Recommendation 

The Committee are surprised to learn that it took such a long 
time to finalise lSI specifications for different varieties of paper which 
appears to have been done comprehensively for the first time only in 
August, 1971. The Committee hope that supplies by mills will now 
conform to lSI speCifications. As there were conflicting views re-
garding the powers to enforce the speCifications, the Committee wish 
that this question should be examined and settled to guard against 
sub-standard supplies. 

[So No. 19 (Para 1.80) of 38th Report (5th Lok Sabha)]. 

ActiOll taken 

Steps have been initiated to ensure that all paper producing units 
adhere to the lSI Standards. The Director General of Supplies and 
Disposals are also pursuing the question of adoption of the lSI Stand-
ards by all Paper Mills with regard to Government's supplies against 
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the rate contracts with the Joint Comrpittee on Paper Industry. Al-
though the lSI scheme is essentially one for voluntary adoption by 
the various manufacturers, in regard to the Paper Industry the ques-
tion of ensuring some sort of .compulsory adoption is being gone into 
in depth by the Government. 

[Ministry of Industrial Development, D.O. No.3 (17) 172-
Paper Cell, dated, 1-1-1973]. 



CHAP'11ER IU 

RECOMMENDATIONSIOB~ERVATIONS WHICH THE COMMIT-
TEE DO NOT DE;SIRE TO PURSUE IN THE LIGHT OF 

REPLIES OF GOVERNMENT 

Recommendation 

Admittedly the multiplicity of demanding officers has not worked 
well. If the remedial steps taken by Government do not yield satis-
factory results, the Committee would like them to consider the feasi-
bilitY,of setting up a ·centr.alised agency to procure paper in bulk and 
to distribute to various indentors. 
[So No. 15 (Para 1.76) of Apper..dix IV to 38th Report (5th Lok 

Sabha)]. 

Action taken 

In so far as the question of multiplicity of demanding officers is 
concerned, a list of the Direct Demanding Officers who are at present 
allowed to operate against the rate contracts for paper and paper 
boards is enclosed. It will be observed that the list has been very 
severely restricted. It will be noticed that in the case of State Gov-
ernments, there is generally only one direct demanding officer for 
each State. Similarly, in the case of the Central Government, there 
is one direct demanding officer for tall Ministries excluding Defence 
and Railways. It is submitted that the reasons for delay or failure 
of supplies against the rate contracts, in so far as they can be attri-
buted to the direct demanding officers rest, not on their multiplicity 
but on the non-placement of the orders by them in full and in time 
against the rate contracts. Remedial measures have already been taken 
in this regard as indicated in the reply to the recommendation at 
serial No. 14. 

The suggestion for the creation of a centralised agency to procure 
paper in bulk and to distribute to various indentors has been very 
carefully examined. The concept of a centralised agency can have 
two aspects. Firstly, there should be only one agency for the pro-
c:urement of the entire requirements of all the Central and State 
Governments and allocatipn of the available supplies amongst them. 
Secondly, there should be Ii centralised depot where the entire re-
qUirements of paper and paper boards should be stored and then dill-
tributed amon~"'t. the various indentors. 

27 
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In so far as the first aspect is concerned, it needs to be pointed 

out that at present the DGS & ,D is the only organisation which 
enters into rate contracts with all the paper mills and also makes 
allocations of the available supplies to the various indentors. The 
first aspect of the centralised agency is, therefore, already being 
discharged by the DGS & D. As regards the second aspect, it is felt 
that no useful purpose will be served by having a centralised store-
house for maintaining stocks of paper and paper boards as it would 
involve building up of fresh storage capacity, multiple movement 
from the mills to the godown and from the godown to the consignees, 
loss in transit, deterioration in storage, higher freight, overhead and 
establishment charges etc. This would also lead to delay in making 
supplies to the indentors. Under the present arrangement a direct 
demanding officer places an order on the mill directly against the 
rate contract and the supplies are despatched by the mil] direct to 
the consignee concerned, It is, therefore, considered that the present 
arra,ngements are quite suitable and th~t no change in these arrange-
m~nts is called for. . 

[Deptt. of Supply O.M. No. P IIl-19 (20) 170, dated 30-12-1972]. 

DIRECT DEMANDING OFFICERS AUTHORISED TO OPERATE 
RATE CONTRACTS FOR PAPER AND PAPER BOARDS 

1. The Director of Printing, Stationery and Stores and Purchases 
Stationery Wing, Andhra Pradesh, Semajiguda, Hyderabad-4. 

2. The Under Secretary to the Government of Assam, Printing and 
Stationery Deptt., 4ssam-Shillong. 

3. The Superintendent, Press and Forms, Bihar, Gaya. 

4. The Superintendent, Bihar Sectt. Press, Gulzarbagh, Patna. 

5. The Superintendent, Government Stationery Stores and Publi~ 
cation, Bihar, Gulzarbagh, Patna. 

6. The Director Printing and Stationery, Government of Gujarat 
0-5, New Civil Hospital Annexe, Ahmedabad. 

7. The Director of Printing and Stationery, Government of Mah&. 
rashtra, BombaY-4. 

8. The Controller of Stationery and Printing, J II K Srinagar. 

9. The Controller of Printing and Stationery, Government Sta-
tionery Department, Kerala, Trivandrum. 

10. The Director of Priting and Stationery, Tamil Nadu, Madras-I. 
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11. The Director of Printing, Stationery and Publications, Govern-
ment of Mysore, Bangalore. 

12. The Controller of Printing and Stationery, M.P. Bhopal. 

13. The General Manager, India Security Press, Nasik Road, 
C. Rly. 

14. The Superintendent, Orissa Government Press, Cuttack. 

15. The Controller of Printing and Stationery, U.T. Chandigarh. 

16. The Director of Printing and Stationery, Rajasthan, Jaipur. 

17. The Superintendent, Printing and Stationery, U.P. Allahabad. 

18. The Superintendent of Stationery, Government of West Bengal, 
18-Gopalnagar Road, Alipore, Calcutta-27. 

19. The Controller of Stationery, Government of India Stationery 
Office, 3 Church Lane, Calcutta-I. 

20. The Siuperintendent, Printing and Stationery, N. Rly .. Shakur 
Basti. 

21. The Controller of Stores, W. Rly., Churchgate, Bombay. 

22. The Controller of Stores, C. Rly., Bombay. 

23. The Controller of Stores, S. Rly., Preambur, Madras. 

24. The Controller of Stores, S.E. Rly., Garden Reach, Calcutta. 

25. The Controller of Stores, N. E. Rly., Gorakhpur. 

26. The Controller of Stores, N.F. Rly., Pandu. 

27. The Printing Superintendent (Stationery) E. Rly., Calcutta. 

28. The Dy. Controller of Stores, D.L.W., Varanasi. 

29. The Controller of Stores, Chittaranjan Loco Works, Calcutta. 

30. The E.G., Research Design and Standard Organisation, Ministr)' 
of Railways, Alambagh, Lucknow. 

31, The Controller of Stores, S.C. Rly., IRSET Building. Lalguda, 
Secunderabad-17. 

32. The Director of Military Regulation and Forms, Ministry of 
Defence, R. K. Puram, New Delhi-22. 

33. The Controller of Printing and Stationery, Haryana, Chandigarh. 

34. The Dy. Controller of Printing and Stationery, Punjab, 
Chandigarh. 
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35. The Controller of Printing and Stationery, H.P. Simla. 

36. The Manager, Printing and Stationery, Government of Gva, 
Daman and Diu, Panaji (Goa). 

37. The Under Secretary to the Government of-Meghalaya, PriJJting 
and Stationery Department, Shillong. 

Recommendation 

It is regrettable that a partially incorrect information regarding 
the extended date of validity of offers given by the Purchase Officer 
led to the delay in the approval of the purchase proposals which ulti-
ma~ely caused an extra expenditure of Rs. 2.67 lakhs. The Commit-
tee note that suitable instructions in this regard have since been 
issued. They WOUld, however, like Governm,ent to fix responsibility 
for this costly negligence. 

[S. No. 21 (Para 1.88) of Appendix IV to 38th Report (5th Lok 
Sabha)]. 

Action taken 

The matter has been investigated and it has been held that no 
blame can be placed on any Purchase Office~. 

[Deptt. of Supply~ O.M. No. PIII-19 (4) !70, dated 21-10-1972]. 



CHAPTER IV 

RECOMMENDATIONSIOBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND 

WHICH REQUIRE REITERATION 

Recommendation 

The Committee understand that for most of the Defence require-
ments procured through the DGS&D, inspection is arranged by the 
Defence Inspectorate. The lack of coordination resulting from neither 
the DGS&D nor the Defence Inspectorate taking the initiative noticed 
in this case, is rather disquieting. There is a need for an effective 
liaison and to obviate any delay in scrutinising the tenders involving 
opinion of the Inspectors and in progressing the contracts so that 
Government may not be put to any avoidable loss. In this connec-
tion the Committee would like Government to consider whether it 
may not be desirable to entrust also inspection of at least all the non-
sophisticated items to the DGS&D as under ideal conditions purchase 
and inspection should vest in one authority. The Committee were, 
however, assured that the inspection of tent poles would be taken 
by' the DGS&D shortly. 

[S1. No.7 (Para 1.33) of Appendix IV to Thirty-Eighth Report 
(Fifth Lok Sabha)]. 

Action Taken 

As per Office Order No. 19-B dated 10-12-1969, inspection 
in respect of, 17 common user items was taken over from the Minis-
try of Defence (DGI) and transferred to Inspection Wing of the 
DGS&D. A copy of the office order is enclosed for ready reference. 

In I:.espect of wooden items-Tent Mallet Heads (Wooden), Tent 
Pins (Wooden), Helves and Handles (Wooden) and Tent Poles 
Bamboo, listed against items 1 to 4 of the said Office Order, some 
difficulties were experienced in carrying out inspection by the 
DGS&D Inspection Wing. The matter had been under correspon-
dence with the Directorate of Inspection (Ministry of Defence), New 
Delhi and a copy of note dated 26-3-1971 recorded by the Deputy 
Director General (Inspection), DGS&n is enclosed. In view of 
these difficulties, the Purchase Directorates were again requested 
to entrust the inspection of these four items to the Defence Inspec-
torate. Further, in view of the heavy load on the Inspection Wing 
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consequent upon the procurement of Defence storeslstores required 
for the East Bengal Refugees, it was not found possible to take over 
the inspection of Tent Poles immediately by the Inspection Officers 
of the DGs&D. A copy of D.O. letter No. DGIMISCI71 dated 18-12-71 
from the Director General to Brig. Bhupinder Singh Director of 
Inspection (GS), Ministry of Defence, is enclosed for ready reference. 

In regard to wooden items mentioned above and particularly 
Tent Poles, the difficulty faced by the Inspection Wing is about a 
particular set of staff by which the process of inspection is carried 
out by the Defence Inspectorate. There are various grades of officers 
at lower levels like Khalasis, Sortors etc. who conduct the prelimi-
nary examination which is not the pattern of staffh.g in the DGS&D 
Inspection Wing. In order to take over the inspection of these items, 
it has been found necessary to ascertain the details of the staffing 
pattern of the Defence Inspectorate, periodicity of inspection, detail-
ed process of inspection of stores, sources of supply etc., so that a 
complete scheme for recruitment of staff at appropriate levels, is 
submitted to the Government for their consideration and approval. 
The facts in this regard are being collected by the Inspection Wing 
of the DGS&D in consultation with the Purchase Directorate, Defence 
Inspection Organisation and the Defence indentor. 

[Deptt. of Supply O.M. No. PIII-19 (18) 170 dated 29-1~721. 

COpy 

DIRECTORATE GENERAL OF &UPPLIES AND DISPOSALS 
(CO-ORDINATION BRANCH, SECTION CDN-4, NED DELHI) 

OFFICE ORDER No. 19-B Dated 10-12-1969. 

SUBJECT: -Transfer of Inspection responsibility from Ministry of 
Defence, DG(I) to'DGS&D, Inspection Wing. 

REF: Consolidated Office Order No, 19 dated 1-1-1969 Para 7-2 
'Appendix-C' . 

Ministry of Defence. (Department of Defence Production) in con-
sultation with the Ministry of Supply have decided to transfer the 
inspection responsibilities in respect of the uader menti'oned com-
mon user items from Ministry of Defence (001) to Inspection Wing 
of DGS& D: 

1. Tent Mallet Heads (Wooden) 

(a) Large 
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(b) Medium 
(c) Small 

2. Tent Pins (Wooden) (a) Large 
(b) Medium 
(c) Small 

3. Helves and Handles wooden all types (32 items). 
4. Tent Poles Bamboo. 
S. Baskets G.S. MK-2. 
6. Brooms Sweeper. 
7. Rags for cleaning purposes (Navy). 
8. Stockinette Material. 
9. Tap.e. Measuring Tailors. 

10. Cloth Spnge. 
11. Taper Drawstring Undyed. 
12. Acid Nitric Commercial. 
13. Acid Hydrochloric Commercial. 
14. Acid Oleic Commercial. 
15. Acid Cresylic Commercial. 
16. Acid Sulphuric Commercial. 
17. Alumina Forric (Sulphate of Alumina). 

The AHSP duties and testing of samples will, however, continue 
to be exercised by the DGI Org?nisation, Ministry of Defence. 

The items may be added as additional items to Appendix 'C' of 
0.0. No. 19 dated 1-1-1969. 

All Purchase Officers are requested to specify inspection by the 
DGS & D Ir:lspecting Officers in the contracts they conclude from 
1-1-1970, onwards in respect of Defence demands for the above men-
aoned items. 

Standard Distribution 

[File No. CDN-4124 (7) 167-69]. 

Copy to:-

Sd/- (S. K. JOSHI). 
Deputy Director (CS-II). 

l. Inspection Wing, with reference to their note dated 4-13-
1969, in their file No. 56(1)/67 IIC-I.5O copies. 
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2. D.G. (Inspection) Ministry of Defence, New Delhi. Ref. 
D.O. No. 0250l/30/TD20 dated 16-9-1969 from Joint Secre-
tary, Department of Defence Production to Joint Secre-
tary, Ministry of Supply. 

3. Ministry of Supply, New Delhi, Reference endorsement on 
D.O. No. 50(17)/62.JpJn dated 23-11-1969. 

COpy 

D.G.S.&D. 

Reference D.O. No. 0250l/30/TD-20 dated 20th March, 1970 from 
Brig. Bhupinder Singh, Dire.etor of Inspection (GS) , Ministry of 
Defence, addressed to D.G. placed below, I have discussed this mat-
ter with the D.G. personally and with Brig. Bhupinder Singh on 
telephone. It is true that we do not yet have adequate inspection 
staff for the inspection of the wooden items involved. Director of 
Inspection, N.I. Circle, has expressed his difficulty to carry out the 
inspection and stamping these items on 100 per cent basis as required 
in certain specifications governing these stores. In view of this diffi-
culty, I would really welcome this suggestion. of Brig. Bhupinder 
Singh to take back this inspection. 

T.W.L. Directorate are requested to amend the inspection clause 
for the A.Ts. mentioned in the enclosures immediately with copies 
to all concerned. For other similar stores which are still to be cov-
ered or have been covered but not inspected, similar action may be 
taken. In due course, I shall discuss this matter with D.G. (Inspn.) 
(Gen. Williams) and come to some suitable working arrangement. 

D.G. 
D.S. (TWL) 

Sd/- (V. B. ESWARAN) 

&1/- (G. K. AHUJA), 
DDG(I) 26-3-1971. 

Sd/. (C. B. GULATI) 27-3-1971 
00/2561/71 27·3·1971. 
DDG (I) 's Office 
Dy. No. 362 26-3-1971 

Sd/- (P. NATH) 29/3 
Sd/- (B. A. SHENOY) 29/3 

AD (TWL-S) 
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COPY 

IMMEDIATE/BY SPECIAL MESSENGER 
V. B. Eswaran, DG/MlSC/71 
Director· General S & D. 

Dear Brig. Bhupinder Singh, 

Poorti Vibhag. 
18th December, 1971. 

Please refer to your D.O. letter No. 02501/3Q/TD-20 dat::d the 16th 
December, 1971 which has come to me late this afternoon. I have 
carefully considered whether we can take over inspection of tent 
poles immediately. I am afraid, that the current load of work of 
emergent nature on DDG (I) 's Organisation is such that it will be 
physically impossible to find the men for inspection of tent poles 
also. We shall be glad if inspection of this store is continued to be 
done by your organisation for some more time. 

Brig. Bhupinder Singh, 
Director of Inspection (GS), 
Ministry of Defence, 
Department of Defence Production, 
Dte. General of Inspection, 
DHQ, P.O., New Delhi. 

Yours sincerely, 
Sd/- (V. B. ESWARAN). 

Copy to DDG (1) through DDG(N), DGS & D, New Delhi. 

Recommendation 

"The Committee note that ther~ was a delay of over 3 months in 
finalising of purchase proposals in this case which involved calcula-
tion of destination prices of a number of items and tenders. Ia 
order to avoid unnecessary delays the Committee would suggest that 
as far as possible tenders should be invited on f.o.r. basis rather 
than on ex-factory basis." 

[So No. 20 (Para 1.87) of Appendix IV to Thirty-Eighth Report (Fifth 
Lok Sabha)]. 

Action Taken 

The recommendation of the Committee has been noted. 
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The instructions contained· under para 4(c) of Form DGS & D 
lOOe, attached to the tender enquiries reads as under:-

"Pric~ quoted should be invariably for delivery F.O.R. Station 
of destination (or of station of despatch) in India and in-
clusive of charges such as packing, forwarding, customs 
duty, octroi. etc., etc. where applicable." 

It wili be seen that the prices are called for on FOR basis in all 
cases. 

[Deptt. of Supply O.M. No. PIII-19(4) /70 dated 21-10-1972) J. 



CHAPTER V 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

Recommendation 

"Strangely enough there was a delay of over one month in consi-
<iering the representations of the firm received in June, 1968. That 
this delay did not have effect as the extended deliv,ry period from 
November, 1968 to June 1969, as required by firm 'N was in fact fix-
ed in No\'ember, 1968 cannot J:.-e accepted as a satisfactory excuse by 
the Committee as it has been held by the Law Ministry that as inti-
mat:on to the firm was sent belatedly after 'the season was spent it 
was difficult to' impute breach to the firm. The Committee accord-
ingly desire that responsibility of officials for delay should be fixed." 

(5. No. 5(Para 1.31) of Appendix IV to Thirty Eighth Report (Fifth 
Lok Sabha)]. 

Action Taken 

The matter is under investigation and the result thereof, would 
be communicated to the Committee. in due course. 

[Deptt. of Supply OM No. P IU-19(18)/70 dated 2-12-,72]. 

Recommendation 

"The performance of the firms under the repurchase contract was 
none too good. It is significant to note that the stores supplied by 
them were seized by the CBI at the consignee's end. The Commit-
tee would like to know the circumstances under which the seizure 
was made and the outcome of the investigation. In view of all this 
the Committee further wish that the desirability of entering into any 
further business deals with these firms should be examined and the 
result intimated to the Committee." 

[51. No 9 (Para 1.35) of Appendix IV to Thirty Eighth Report (Fifth 
" Lok Sabha)]. 

Action Taken 

The circumstances under which the stores supplied by the firms 
'A' & 'B' were ~eized by the C.B!. are explained in Annexure 'A' 
which has been furnished by the C.B.I. 

37 
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The C.B.L has intimated that investigations have since been com· 
pleted and a report has been sent to the Ministry of Defence on 
20-9-1972. fThat Ministry has been requested to intimate the outcome 
of the investigations to the Committee. The question of taking 
action against the firms will also be examined as soon as 8 copy of 
the report is received by this Miriistry. ' 

[Deptt. of Supply O.M. No. PIII-19 (IS) /70 dated 2-12-72]. 

ANNEXURE A 

Note in P.E. 35/dated 21-9-1971 registered against a Chargeman and 
a Supervisor Technical, Ministry of Defence, New Delhi. 

On 21-9-71 P.E. No. 35 was registered in Delhi Branch of the SPE 
against a Chargeman and a Supervisor Technical, Grade II of IGS, 
N.I., Circle, Ministry of Defence, New Delhi. The 'aUe,gations were 
that Firm 'A' and F:rm ''13' were awarded contracts for the supply of 
Tent Poles against A/T Nos. (1) TWL-S110116S12641IJ.132414741PAOD 
dated 23-12-69 placed on firm 'B', (2) No. TWL-SI10116S1264IIII2251466[ 
PAOD dated 2-12-69 placed on firm 'A' and (3) No. TWL-Sl101!6812641 
1I122514651PAOD dated 2-12-69 placed on firm 'A'. The stores were 
inspected by the Charge man and the Supervisor, Grade II of LG.S., 
N.I. Circle, New Delhi before despatch and they had failed to inspect 
them thoroughly with the result that they were found to be below 
specification by the COD. Kanpur, the consignee and were later on 
found defective to the extent of non-permissible limits of acceptance 
by CIGS, Kanpur. 

The enquiries so far made have revealed that in July, 1970 on 
receipt of a complaint an officer of the CBI, Lucknow Branch assi~ted 
by Borne offtcers of the I.G.S., Kanpur arranged a joint check of Tent 
Poles on 14-7-f70 and drew some samples out of the supplies received 
against A1T Nos. (1) TWL-81 1011681264III!2251465-PAOD dated 2-12·69 
and (2)TWL-SII0116812641II1225!466IPAOD dated 2-12-69 frlM1 'A' and 
'B'. 

The Chief Inspector, C.I.G.S., Ministry of Defence, Kanpur was 
requested to get the samples in question tested and intimate if the 
same .ere as per specifications laid down in the said A/T. He was 
further requested that in case the samples were defective, could the 
defect be detected during visual inspection and also whether the sup-
plies could have been aecepted with price red~ction. The Chief Ins-
pectorate of General Stores, Kanpur inspected the stores and inform-
ed SP/SPE, Lucknow that the samp1es were sub-standard and listed 
as many as 10 defects in them. He further mentioned that 4 of these 
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d2fects could be detected during visual inspection provided these 
were present at that time and 11 HIO per cent supplies were checked 
in this respect. In respect of 3 other defects he was of the view that 
these could not be detected during visua! examination. The main 
defects found by CIGs, Kanpur were that these contained profuse 
active ghoon infestation and that the gauge of MS sheets used for cap 
and band was 20 and 21 BG against 16+1BG specified. 

On receipt of this result from CIGS, Kanpur the matter was taken 
up with the Director of Inspection (General Stores), New Delhi who 
was advised to have the supplies against the relevant AS/T imme-
diately reinspected in the presence of the representatives of the sup-
pliers, inspecting staff who accepted the stores, consignee and a repre-
sentative of the C.B.!. In May, 1971 the Director of Inspection (GS) 
informed this office that re-inspection was stopped by COD, Kanpur 
as the firm was unwilling for the re-inspection. Since the legal issue 
involved was whether the firms could be asked to appear for re-ins-
pection, the opinion of Law Ministry in this regard was obta:ned 
which was received on 21-7-1969. The Ministry of Law advised that 
re-inspection could not be binding on the firms as the stores had al-
ready been accepted by the Ministry of Defence. The matter was 
examined further and ultimately it was decided to register the pre-
sent P.E. against the Chargeman and the Technical Supervisor Grade 
II of the Ministry of Defence, for having accepted sub-standard and 
below specification stores. The scope of our enquiries therefore, is 
limited to the extent that the aforesaid officers had by abuse of 
their official position shown undue favour to the two firms by accept-
ing sub-standard stores. Enquiries in this regard are, almost com-
plete except that the records of the two firms are to be examined. It 
has been established that the Chargeman and the Technical Super-
visor had accepted sub-standard stores and firm., 'A' & 'B' were res-
ponsible for supplying these below specification and sub-standard 
Tent Poles, suitable recommendations against the officers and the 
firms will be made as soon as the enquiries are completed. 

It may also be mentioned that during war with Pakistan in Decem-
ber, 1971, the stores were released after keeping representative sam-
ples, since the stores in question were rquired on emergent basis for 
war purposes. 

If during the course of further enquiries it is revealed that the 
Chargeman and the Technical Supervisor Grade II are in possession 
of assets disproportionate to the known sour~es of their income andl 
or have accepted illegal gratification by a.busing their official position 
a separate R.C. under the Prevention of Corruotion Act will be regis-
tered for in,vestigation. 
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Recommendation 

"The Committee deeply regret to learn the unsatisfactory 
arrangement for the procurement of paper to meet essential Gov-
ernment requiremenh> after the decontrol in May, 1968. Against 
the rate contracts entered into with the Paper Mills for the year 
1968-69, 1969-70 and 1970-71, Government could receive only 79 per 
cent, 46 per cent and 60 per cent respectively of the quantities 
ordered for, despite the fact that substanti.al 'Price increases had 
been given from time to time and this resulted in resortng to local 
purchases entailing considerable inconvenience and extra ex-
penditure. The Committee, however, note that the mills are com-
mitted to supply the backlog .at the rates applicable to the relevant 
rate contracts and that it is expected to be cleared by 31st March, 
1972. The Committee would like to know the progress made in this 
regard." 

[81. No. 10 (Para 1.71) of Appendix IV to Thirty-Eighth Report 
(Fifth Lok 8abha)] 

Action taken 

The Joint Committee on Paper Industry reported that on 1-7-71, 
in respect of orders received by the mills against I'ate contracts 
taining to the years 1969·70 and 1970-71 stood at 3.680 M. Tonnes 
The position was reviewed on 1-10-71 and it was stated by the mills 
that on the date, the backlog stood at 45.035 M. Tonnes. The in-
dustry promised to liquidate the backlog by 31-3-72. They failed to 
achieve this target and reported that as on 1-4-72, the backlog ~r
taining to the years 1969-70 and 1970-71 stood at 3,680 M. Tonnes 
and 10,184 M. Tonnes respectively. The paper industry aiso stated 
that the backlog for the year 1968-69 and earlier was comparatively 
very small. 

In so far as the supply outstanding in regard to the year 1968-69 
and earlier is concerned, the Direct Demanding Officers had given 
a figure of 10,815 M. Tonnes as the backlog as on 1-8-1972. The 
paper industry had been disputing some of the figures given by the 
Direct Demanding Officers in this regard and reconcilation is still in 
progress. 

The main reason .advanced by the industry"for not bein.,! able 
to liquidate the backlog by 31-3-72 as promised by them earlier was 
the diffic\llty in the movement of raw materials and finished goods 
due to the emergency created by the situation in BangIa Desh in 
the latter part of 1971 and early months of 1972. The matter was 
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discussed in a meeting held with the industry on 30-4-72 and their 
request for a further extension of 6 months for clearing the backlog 
was granted. According to this decision, the industry was commit-
ted to liquidate the entire backlog by 30-9-72, over and above the 
supplies to be made against the current rate contract. The present 
position in this regard is being ascertained and will be reported to 
the Committee. 

In the Lok Sabha, Secretariat letter No. 2111316171IPAC dated 4th 
July. 1972, attention has been drawn to the differences in the figures 
as furnished to the Committee by this Department ana the figures 
given by the Joint Committee on Paper Industry. The differences 
in figures would seem to have arisen because of the reason that the 
actual supplies made dumig " year include the supplies made 
against the current rate contract as well as supplies against the 
rate contracts which had already expired but against which supplies 
had not been completed earlier. The Joint Committee on Paper 
Industry had apparently taken the total supplies made during a year 
for the purpose of working out the figures. while the DGS&D had 
taken into consideration only the supplies made by each mill against 
each Rate Contract for that particular year. The paper industry 
ha' been addressed to intimate the supplies made by each mill year-
wise against each rate contract for the years 1968-69 to 1970-71 and 
this information will be furnished to the Committee in due course. 

[Deptt. of Supply O.M. No. P ID-19(20)/70 dated 30-12-72). 

NEW DP:LHI; ERA SEZHIYAN. 
12th February, 1973. Chairman, 

23rd Magha, 1894 (S). Public Accounts Committee. 
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