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INTRODUCTION

I, the Chairman, Committec on Public Undertakings having been autho-
rised by the Committee to present the Report on their behalf, present this
Fifty-seventh Report on Food Corporation of India— Despatches of sub-
standard wheat.

2. The Committee’s examination of the working of the Company was
mainly based on an audit para XIII from the Report of the Comptroller &
Auditor General of India, 1986, Union Government, (Commercial) Part VIIL.

3. The Committee took evidence of the representatives of Food Cor-
poration of India on 16 and 31 August, 1988 and also of the representatives of
the Ministry of Food & Civil Supplies (Deptt. of Food) on 15 December, 1988.

4. The Comumittee considered and adopted the Report at their sitting
held on 12 April, 1989.

5. The Committee wish to express their thanks to the Ministry of Food
& Civil Supplies (Department of Food) and Food Corporation of India for
placing berore them the material and information they wanted in connection
with examination of the subject. They also wish to thank in particular the repre-
sentatives of the Ministry of Food & Civil Supplies (Department of Food) and
Food Corporation of India, who appeared for evidence and assisted the
Committee by placing their considered views before the Committee.

6. The Committee also place on record their appreciation of the
assistance rendered by the Oflice of the Comptroller & Auditor General of
India.

New DELHI ;
April, 24, 1989 VAKKOM PURUSHOTHAMAN,
Vaisakha 4, 1911 (S) Chairman,

Commistee on Public 8gdertakings.

(vii)



PARTI
BACKGROUND ANALYSIS

* 1.1 In the Report of thc Comptrolier & Auditor General of India, Union
Government (Commercial) —Part VIII, 1986 three cases of despatch of sub-
standard wheat from FCI depots have been brought out viz. from Naini to
Mangalore in February/March, 1984, from Jhansi i0 Mangalore in September,
1985 and from Orai to Mangalore in October, 1985. These are discussed in
detail in the suoceeding paragraphs.

A. Despatches of wheat from Naini

1.2 2229 tonnes of wheat was despatched from Naini to Mangalore on
15/16 Fcbruary, 1984. On unloading, it was found that the stocks were heavily
infested with substantial powder formation and Khapra moults. The stocks
were transported and dumped in the Central Warehousing Corporation (CWC)
godown at Mangalore.

1.3 The Committee desired to know the categories into which the wheat
stock is classified and the method of disposal of each category. The Chirman,
FCI, informed the Committee in evidence that the wheat is categorised into
four categories on the basis of the weeviled germeaten grains. In the case of
‘A’ category, weeviled grain is upto 19. In the case of ‘B’ category weeviled
grain is above 19, and upto 4%,. Grains with weevilling above 4%, and upto
7% are termed as ‘C’ category. In the case of ‘D’ category, weeviled grain is
above 7% and upto 157% . Anything which does not conform to these standards
is called sub-standard. The categorisation of the stocks is done by the qualified
Technical Assistant. The Manager (Quality Control) and Deputy Managers
(Quality Control) do random checks of stocks and see that correct categori-
sation has been done.

1.4 In regard to the disposal of each category, the witness informed that
only ‘A’ and ‘B’ categories are made available for consumption through Public
Distribution System. ‘C’ and ‘D’ categories of wheat are not issued for direct
consumption. These are issued to the Roller Flour Mills for processing into

Maida, Suji etc. %,

1.5 However, the Joint Manager (Quality Control), who inspected the
stocks which had reached Mangalore from Naini, observed in March, 1984
that this wheat was unfit for issue to Roller/Flour Mills even after cleaning as
weevilling percentage was high and suggested auctioning of the whole lot o5
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offering of the lot to Roller Flour Mills over and above the regular aliotments
with permission of Government of India.

1.6 Inreply to a question about the percentage of weevilling of the
stocks, FCI informed in a written reply furnished after evidence that after
receipt of the wagons at Mangalore the stock was examined by Central Ware-
housing Corporation and the percentage of weevilling in the 52 wagons
recvived ranged between 189, to 21%,.

1.7 The‘Conllmittee desired to know as to why such weeviled grains were
deppgu_:hcd from Naini. The Chairman, FCI stated in evidence as follows : -

“In U.P., it was found at that time that over 3.35 lakh tonnes of ‘C’ and
‘D’ category wheat had accumulated and the local Roller Flour Mills
could hardly lift on an average about 14,000 tonnes per month in 1983-
84 and about 24,000 tonnes in 1984-85. This is an average for the whole
year. Wé felt that the lower category stocks must be moved to other
regions for issue to the Roller Flour Mills.”

“#;8 4in this connection, the Managing Director, FCI informed the
Committee in evidence : -

““The despatch imstructions were sent for C & D wheat and not for sub-
siandard wheat.. There are clear standing instructions that if there is &
sub-standard stock, it should be disposed of as cattle feed or poultry feed
or it be upgraded and then despatched. Without upgrading this should
not have been despatched.”

19 When the Committee enquired whether it was not known before
despatch that the stocks were sub-standard, the Chairman, FCI replied :

*“If it had been reported then it would not have been despatched. The
report was that it was C and D category therefore, it was decided to
despetech it.”

1.10 The Committec wanted to know the category of this wheat when it
was initially put into the godowns at Naini. They were informed in a note
furnished after evidence that the wheat was received into the godowns at Naini
from October, 1982 to March, 1983 and on receipt, it was categoriesd into A
and B category.

1.4 The Committee wanted to know the period between the last ins-
pection of stocks and its despatch from Naini. They were informed in a note
furished by (ke Mimistry of Food & Civil Supplies (Departmeat of Food) that
the last inspection of different stocks was carried out on different dates, the
period of such inspection before the wheat was despatched to Mangalore ranged
from 55 days to 144 days.
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1.12 On being asked whether the séocks were not inspected at the time of
despatch, the Chairman, FCI stated in his evideuce as follows : —

“The persons responsible evidently did not do the final checking before

despatch which should bave been done.. Before the despatch, it has to be

ensured that it has passed through quality control checks.. But in this case.

the situation came to be known when the consignment was received at the

destination.”

1.13 On being enquired about the action taken ugainst the officials
responsible, the Managing Director, FCI informed the Committee in evidence
that a charge-sheet had been issued in the case and the inquiry was in progress.

1.14 When further asked whether the wheat was weighed at Naini before
despatch, FCI stated in a note furnished after evidence that originally it bad
gone by the figure of 2170 tonnes mentioned in the Audit Report. However,
after discussions with COPU this figure was revised to 2229 tonnes with
reference to original documents. As regards the quantity received at mangalore,
it was stated that no specific receipt was given by CWC, Mangalore but in
their various communications they had acknowledged the receipt of 2170

tonnes.

1.15 During evidence of Department of Food, the Committee enquired
whether the stocks were not required to be weighed before despatch and after
receipt at the recciving and, the Secretary. Department of Food stated :—

““According to the despatching station, they had sent 2229 tonnes.
According to the receiving station, it was 2170 tonnes. The instructions
are if there is a weigh-bridge at the depot. of course, the whole thing has
to be weighed. If there is no weigh bridge and if there are standard bags,
then 10% of those bags are weighed. If the bags are unstandard, then.
100% is to be weighed.”

1.16 In regard to the disposal of the sub-standard wheat received at
Mangalore, Audit had poiuted out that in June 1984, the stock was inspected
by the Manager (Quality Control), New Delbi, who recommended cleaning
and blending with sound stock 10 bring it within PFA (Preveation of Food
Adulteration Act) limit. In July-August 19:4, 42 tonnes of the wheat were
taken up for cleaning and 37 tonnes of cleaned wheat with 17.5% weeviled
grains were obtained. Further cleaning was suspended due to resistance by
labour who developed allergic rashes on the skin and inflammation of the cyes.
1,171 tonnes of wheat were moved between Junc and December 1985 to FCl's
godown at Shimoga. The entire stock was cleancd and upgraded by adding
393 tonnes of sound grains and issued to Roller Flour Mills between June
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1985 and January 1986. 9.39 tonnes were not found fit for upgradation and
were declared fit for cattle feed.

1.17 The Committee pointed out that when the total quantity of wheat
despatched to Mangalore was 2229 tonnes then how was the remaining 77
tonnes accounted for. The Secretary Department of Food replied in envidence
that this 77 tonnes comprised of two things—59 tonnes transit loss and 18
tonnes storage loss. Subsequently in their post evidence reply, the Ministry
informed the Committee that for the transit loss the amount of loss worked
out to Rs. 1.45 lakhs and for the storage loss, the amount was Rs. 0.44 lakhs
on the basis of Rs. 246.31 per quintal as the economic cost of wheat for
1985-86. In regard to fixing responsibility for these losses and claims for
recovery in respect of transit losses, the Ministry stated as follows :~—

‘“The competent authority has written off these losses. No responsibility
in these cases has been fixed on anybody. The claims with the Railways
has not been preferred because of the receipt of the wagons in seal intact
condition.”

1.18 The Committee wanted to know the justification of moving the

stocks to Shimoga when it was known at Mangalore itself that the stock
were sub-standard. The representatives of FCI stated in evidence as follows :

*There was a Committee appointed and based on their recommendation
it was done...... This was a committee headed by a Joint Manager
(Quality Control) from the Zonal Office South, in Madras. The Commi-
ttec recommended that the stock should be moved from Mangalore to
Shimoga for some good reasons. One reason was that, we FCI do not
have godowns in Mangalore at all. We had hired CWC godowns and
upgrading was not possible in the CWC godown because of multiplicity
of other operations which were going on there. Further, the stocks were
handled by CWC labour which was not under our direct control. Thirdly,
there was no off-take in Mangalore whereas there was off-take of this
category of wheat in Shimoga. Had we taken up the job of upgrading
it in Mangalore, it would have been much costlier.”

1.19 On being asked as to what was the PFA limit in the case of weevi-
lled grains issued to the Roller Flour Mills, the Committee were informed by
the Department of Food in a note that there were instructions for issue of
C & D category wheat to the Roller Flour Mills along with the A & B
category wheat in the ratio of 2 : 1. Mills could so mix A & B and ‘C & D’
category of wheat that PFA limits were not exceeded. The C & D category
wheat was issued to the flour mills for further processing and was not issued
for direct consumption.



1.20 The Committee enquired whether any time limit had been laid
down for the mills to utilise C & D category wheat issued to them in order
to avoid its further weeviling/infestation. The Department of Food informed
in a written reply that “No time limit had been laid down for the mills to
utilise wheat of C & D categories.”

1.21 In reply to a query about the adulteration of products of the Roller
Flour Mills, a representative of the Department of Food stated in evidence as

follows : —
“We have the Prevention of Food Adulteration Act/Rules. So their
inspectors can go to the mill and see whether the product which they have
made is according to the standard prescribed. If it is not, and if they
have deliberately mixed something, then they are likely to be prosecuted

by the Ministry of Health."”

B. Despatches of wheat from Jhansi

1.22 In another case of despatch of lower category wheat, Audit has
brought out that 1,117 tonnes of lower category wheat kept in a godown
closed for two years on vigilance grounds were despatched from Jhansi with-
out exercising proper checks about the quality and were received at Mangalore
in September 1985. The stock contained waste flour to the extent of § to
6.5% and insect bored and tunneled grain to the extent of 22 to 28%,. The
labourers refused to unload the stock. On the advice of Zonal Manager
(South), FCI, the stock was rebooked to Bangalore in September, 1985.

1.23. About the quantity of wheat despatched from Jhansi, the Depart-
ment of Food informed in a note furnished after evidence that the actual
quantity despatched from Jhansi and carried to Bangalore, on re-booking at
Mangalore was 1610 tonnes. Audit took the figure of 1117 tonnes, for the
31 wagons, out of total 41 wagons, that arrived at Mangalore on 21 September
1985 and were rebooked to Bangalore on 22 Soptemnber, 1985.

1.24 The Committee desired to know the reasons for keeping the godown
closed for a long time. The Chairman, FCI stated in evidence before the
Committee ;—

““The Godown in-charge was suspended on 5th March, 1984 for some

shortage in the godown on mis-appropriation charges. The District

Manager, Jhansi scaled the locks of the godown and kept the key of the

godown at district office, Jhansi. Till 16th of August, 1985, there was no

person who was incharge of this godown, It remained in sealed condition
except for onoe whea it was opened for a few days for physical verification
work. On 16th August, {985, the charge of the godown wos entrusted to

another A.G. I Depot.”



1.25 The Committee asked why the quality of stocks was not checked
before despatch, the witness stated :—

‘“‘Actually, there was a committec appointed by the district manager for
arranging handling over of stocks to the new A.G II. This committee
suggested examination of some of the stocks, treating them and to arrange
segregation and cleaning before despatch and also reported that fumiga-
tion done was not successful. But the district manager did not listen to
the recommendation of the committee. He went ahead and despatched

these stocks.”

1.26 On a query about the last inspection of the stocks, the committee
were informed by the Department of Food in a note that, ‘“‘the last inspection
of the stocks despatched was done on 26.4.1984 and thereafter the godown
remained in sealed and locked condition.”

1.27 The Committee pointed out that had the stock been released after
verification, pending the vigilance enquiry against the Godown Incharge, the
deterioration of stock could have been prevented. To this Ministry stated in
a written reply : —

“The deterioration could have been prevented if the stock in question had

been subjected to preservation treatments from time to time. The con-

cerned District Manager was penalised and reverted as Assistant Manager
for his lapses.”

1.28 Of the stocks despatched from Jhansi, 1556 tonnes were stated to
have been despatched from FCI godown and the balance from CWC godown.
The Comnmittee were also informed by FCI in a note that apart from the 1556
tonnes despatched from FCI godowns there was 37 tonnes of below D cate-

gory wheat,
1.29 In this connection, the Secretary, Dapartment of Food stated in his

evidence :—
“The entire stock was actually sub-standard. In the records of the depot
only 37 tonnes were shown as sub-standard. Those which were shown as

‘C and ‘D’ category were despatched.”
C. Despaiches of wheat from Oral

1.30 According to Audit, 40 wagons of lower category Wheat contain-
ing weeviled grain (23 to 747;) and heavy infestation were received at Manga-
lore from Orai (Jhansi) in October, 1985. The labourers refused to unload
the stock. On the advice of the Regional Manager, FCI, Bangalore. the

" consignment was rebooked to Orai in November, 1985
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1.31 When the Committee desired to know the details of the case, FCI
informed in a note that a quaatity of 1664 tonnes of wheat was téspatched
from Orai to Mangalore in October, 1985 and the same quantity was rebooked
from Mangalore to Orai. The quantity received back at Orai was 1631.86S
tonnes. After cleaning of this stock, a quantity of 1401.435 ‘tdrines was
obtained in ‘D’ category and was despatched to various destinations for issue
to Roller Flour Mills. In the process about 55 tbnnes of dust was bbtained

while 176 tonnes was the loss in storage.

1.32 The Committee enquired as to the reasons for seading the wheat
stock back to Orai instcad of cleaning it at Mangalore. The Managing
Director, FCI replied in evidence as follows :—

““The fact of the matter is that in quick succession 3200 tonfes of thoro-
ughly sub-standard what was unloaded in this arca. As regards the first
-two batches, they were able to upgrade the stock with great difficulty and
get rid of the stock. Then the third rake of rotten wheat came. There
was wanton disregard for quality control measures in U.P."”

The Chairman, FCI added in this connection :—
e the authorities at Mangalore had given it in writting that they were
neither capable of handling, nor of issuing such substandard stocks So,
FCI were left with no other alternative-to avoid further damages—but to

send back the wheat to the consigner.”

1.33 The Committee asked as to what were the instructions with regard
to the receipt of sub-standard wheat and whether the same were followed in
this case. The Secretary, Department of Food stated in his evidence as

follows :—
““The clear instructions are that if sub-standard stocks below category ‘D’
are received in any of the Depots, they should unload and a quality
complaint should be lodged. Also a loss statement should be prepared.
But, this was not done in this case. Stocks were sent back. Strictly
speaking, instructions were not followed. The FCI’s asscssment was that
uader exceptional circumstances this was done."

1.34 The Committee pointed out that against the quantity of 1664 tonnes
stated to have been rebooked from Mangalore, the quantity received back
was only 1631 toanes and enquired as to how the remaining quantity was
accounted for. The Secretary Department of Food then stated in
evidence :—

“The remaining quantity of 33 tonnes would also be transit loss. The

Senior Regional Manager in U.P. and the Zonal Manager, have been



asked to investigate this transit loss (on 27 July, 1988) and take suitable
action against the persons responsible ..They have stated that the head
_office did not come to know of it. So this came to the notice of FCI
- when they were examining this matter for oral examination before
COPU.”

135 When the Committee sug_gested that ’prompt action should be taken
to prevent the transit loss, the witness stated : —

“I agree with you. There should be a system by which all cases of transit
loss should be promptly investigated. There must 'be some instructions
and procedure. We will look into it and see how it is prevented.”

1.36  Asked to state the value of storage and transit loss in FCI, the
Secretary, Department of Food stated : —-

“Rs. 151 crores is the value of storage and transit loss (in 1986—87). In
terms of percentage, transit loss has come down to 1.7......In absolute
terms, quantities are still very much. But in terms of percentage of loss
transit loss and the storage loss have come down during the last four of
five years. Our efforts are to reduce it still further to the extent possible.
I do not think we will ever be able to have it zero.

" 1.37 When enquired about the amount of subsidy received by FCI, a
representative of the Ministry informed the Committec that the subsidy in
1986-87 was Rs. 2,000 crores.

1.38 The Committee desired to know the total expenditure incurred on
procurement of the 1664 tonnes of wheat, its storage, transportation, demur-
rage cleaning etc. and the total amount reaslied from the ‘D’ category wheat
und dust obtained after cleaning. The Secretary, Department of Food infor-
med in evidence as follows : —

‘“The expenditure incurred on procurement of wheat works out to
Rs. 32.13 lakhs, normal distribution cost during that particular year was
Rs. 53.19 per quintal which comes to Rs. 8.85 lakhs totally. The cost
of grain despatched to Mangalore would work out to Rs. 41 lakhs
approximately. Since it was returned to UP, the additional expenditure
on freight is Rs. 10.90 lakhs, demurrage is Rs, 0.39 lakhs, handling at UP
is Rs. 0.22 lakhs, storage in UP till it was issued is Rs. 2.04 lakhs,
cleaning charges are Rs. 0.35 lakhs. The total expenditure comes to
Rs. 60.62 lakhs and the realisation was Rs. 31.62 lakhs, So, the total loss
is Rs. 29 Jakhs,



D. Storage

1.39 In a note submitted to the Committee after revidence, FCI infor
med that in the three caess where sub-standard wheat was despatched, the
initial quality of the stocks was as per the uniform specifications of the Gove-
ronment of India. Over a length of time in storage, the deterioration and
downgradation of the stocks occured. Asked to state the measures taken to
ensurc quality control after procurement and steps taken to prevent des-
patch of sub-standard wheat, FCI informed the Committee as under :—

“In the storage godowns, the FCI has posted technically qualified persons
who undertake the drill of examination of the stocks in storage every

fortnight and necessary prophylactic and curative treatments are under-

taken as a result of such inspections. The prophylactic treatment envisages

the spraying of the stocks every fortnight, During the period of storage

as and when the insect activity is noticed immediate fumigation of the

stocks is undertaken. During the monsoon months when the conditions

are favourable for insect activity, the fumigation of the stocks in storage
is undertaken to arrest any chances of development of insect activity. .
Proper cleanliness of the godowns is also ensured to curb the insect acti-
vity. To ensure the despatch of the stocks conforming to the laid down
specifications checking of the bags for quality at the time of despatch is
also undertaken, To have proper control over the working of the depots,
Squads from the Regional Office, zonal Office and HQ’s arc deputed
periodically for checking the conditions of the stocks and other aspects
and actions as may be required on their reports are taken. There are
specific instructions that only the stocks conforming to the specifications
are despatched. Instructions had also been given for identifying of the
stocks which are below D category, by a team of officers, and such stocks
are not to be sent to any place and they are required to be desposed of
there as cattle feed, either to the State Government or to the parties regis-
tered with the FCI for specific usage.”

1.40 In this connection, the Secretary, Department of Food stated in his
evidence :—

“Obviously our aim is that the stocks should be preserved to the maxi-

mum extent passible. For that the major ingredients are : Firstly, the

stocks should be stored in scientifically constructed godowns but when

there is too much stock then there is no option but to store it in open.

Over a period of time more storage capacity has been constructed so that

‘'maximum percentage of stocks are stored in scientifically constructed
godowns. Secondly we have detailed instructions about fumigation of
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the stocks and checking of the quality. Then, there arc instructions
about issue of those stocks so that the stocks which have been received
earlier should be issued first. Those which are ‘B’ category stocks, should
be issued before ‘A’ category stocks are issued, and so on, so that the
ch;ancés of their deterioration are minimised.

The policy as such, 1 don’t think. needs much of a modification.
Jt is a question of proper implementation of that policy. No policy can
take care of human element. That can be.taken care of by proper mpu-‘
vision.”

1.41 On a suggestion for colouring of food graing which have been
declared substandard, with a view to ensure that these are used only as cattle
feed and do not go to the market the Secretary, Department of Food stated in
evidence :—

“We have noted down the suggestion.

We will examine it.”

.1.42 The Committee pointed out that the stocks in the three cases of
despatch of sub-standard wheat were not examined regularly as required and
asked how the quality of stocks could be maintained in these circumstances.
Thereupon, the witness stated : -

**We will ask the FCI to tighten up supervision and ensure that various
supervisory officers do exercise proper supervision and where laxity in
supervision is found, action should also be taken against the supervisory.
officers”.

E. Delays in holding enguiries

1.43 The Committes desired to know whether in the three cases of des-
patch of sub-standard wheat, any enquiries were held and the delinquent offi-
cials punished. The Chairman, FCI informed in oral evidence held in August,
1988 that the case regurding despatch of wheat from Orai to Mangalore has
been decided. However, the two cases regarding despatch of wheat from Naini

to Mangalore and from Jhansi to Mangalore were reported to be pending till
the time of cvidence of FCI before the Committee.

1.44 On being asked to state when the charge sheets in the three cases

were issued the Department of Food furnished the following information in a
note furnished after evidence :
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Date of jssue of

Charge Shoeet
Naini to Mangalore 23 3..988
Jhansi to Mangalore 28.4.1988
Orai to Mangalore 25.6.1987

1.45 Asked to state the reasons for delay in issuing the charge-sheets,
the Chairman, FCI informed the Committee in evidence as follows :

‘“The reason for the delay is inaction on the part of the people who were

supposed to take action. Disciplinary authorities are spread all over the
country. It is not in the Head Office.”

1.46 The Committee enquired as to when did the first of these cases viz.
despatch from Naini to Mangalore come to the notice of Headquarters and
what was the action taken. FCI informed in a written reply that the head-
quarters came to know about the case in March, 1984. The Senior Regional
Manager, UP was asked for immediate detailed investigation on 16th March,
1984 by the Deputy Zonal Manager, FCI, Zonal Office (North). The Senior
Regional Manager, Lucknow was again asked by the FCI headquarters for
sending the investigation report and fix responsibility and take drastic action
on erring officials on 9.4.1984. The charge-sheets under major penalty were
issued to two category II officers and six category 111 officials on 23.3.1988.

1.47 On a query whether any action was taken against persons responsi-
ble for delay in initiating action in the matter, FCI stated in a note that *‘the
headquarters had continuously reminded the Senior Regional Manager, U.P.
for expediting action against the erring officials. The persons respcnsible for
the delay 1n initiating disciplinary action against the erring officials are being
identified for suitable necessary action in this regard"’.

1.48 About the final action taken against the officials involved in the
three cases of despatch of sub-standard wheat, the Committee were informed
by the Department of Food in a note furnished in January, 1989 that in the
case of Naini, of the 8 officials who were charge-sheeted, a Technical Assistant-1
and a Technical Assistant-Il have been awarded penalty of reversion in rank
for 2 years. Two Technical Assistants Grade 11l have been awarded penaity
of stoppage of one increment for 2 years. Two Assistant Managers (Quality
Control) have been awarded penalty of reduction in rank for a period of live
years while two officials have been exonerated.
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1.49 In the case of despatch from Jhansi to Mangalore, 5 officers and 8
other officials were charge-sheeted. 4 of the officers (all Assistant Managers)
have been exonerated while the fifth, an Assistant Manager (Quality Control)
bas been awarded penalty of reduction in rank for 5 years. As for other

officials, 7 Technical Assistants have been warned while one has been
exonerated.

1.50 In the case of Orai, 2 Assistant Managers, 3. Technical Assis-
tants and one Assistant Grade-Il (Depot) were charge-sheeted. Of these, one
Assistant Manager has been awarded penalty of reduction in rank, while all
others have been awarded penalty of dismissal.

Case of misappropriation at Jhansi

1.51 The Committee had been informed in evidence by the Chairman,
FCI that a Vigilance enquiry against a Godown Incharge at Jhansi was ini-
tiated in March, 1984 for some shortage in the godown on misappropriation
charges. The Godown Incharge was suspended on 5-3-84. On 11-3-86 he was
reinstated since an employee could not be kept under suspension indefinitely.

1.52 Asked to state whether the Vigilance enquiry had been completed
against the Godown Incharge, FCI informed the Committee in Oct. 1988 that
the enquiry was still in progress.

1.53 When the Committee desired to know the justification for reins-
tating the Godown Incharge before completion of the vigilance enquiry, the
Secretary, Department of Food, stated in evidence :—

*“According to Government instructions whenever the period of suspen-
sion of an official exceeds six months, the disciplinary authority is required
to review his case and see whether continued suspension is justified or
whether it should be revoked. The general policy is that the official should
not be continued to be under suspension for long periods, unless it is
absolutely necessary. So, in this particular case, the disciplinary authority
reviewed the case and since he had already been under suspension for two
years, he reinstated him, pending inquiry.”

1.54 The Committee expressed apprehension that there might be
deliberate attempt to delay the enquiry and desired that investigation on this
aspect should be completed immediately. Upon this, the witness replied :

‘“‘Your point is well taken, Sir. But I submit that we can take up this
further jnquiry only after the main inquiry is completed and action is
taken. Otherwise, it will again cause delay.”
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1.55 Inregard to the delay in completion of the Vigilance eaquiry

against the Godown Incharge, the Department of Food informed the
Committee in a note submitted in January, 1989 as follows ;

“The godown Incharge was charge sheeted under major penalty on
17.10.1987. One Officer was apointed as Inquiry Officer on 9.2.88 and on
the transfer of this officer another officer was appointed the enquiry
officer on 2.3.88. Unfortunately, this officer was also transferred and
then another officer was appointed as enquiry officer. Since this officer
was not keeping well, yet another officer was appointed as enquiry officet

on 29.9.88.

The inquiry in this case has since been completed. The competent
authority will now take action on the inquiry report.”*

1.56 The Committee desired to know whether any time limit had been

prescribed for completing such enquiries and whether any steps were being
taken for expeditious completion of enquiries. The Secretary, Department of

Food, stated in evidence as follows :

-——

“So far as time limit is concerned, no specific time limit has been fixed
in these regulations. The Government have recently asked FCI to ensure
that enquiries are completed within one year of serving of the chargesheet.

We are aware that there are a large number of cases in FCI where
enquiries are pending for more than & year. There have been other cases
also. We have been reviewing those cases. I took a meeting last month.
We are trying to make some arrangements to see that thesc cases are
expedited. Regarding the steps taken, we have tried to strengthen the
vigilance organisation, A whole-time Chief Vigilance Officer has been
appointed in the head office, and also in the regional offices, posts of
Inquiry Officers have been created. It was decided that they would be
filled by retired District and Sessions Judges. Unfortumately, those persons
are not forthcoming. May be, we have go to the level of sub-judges and
State Civil Service Officers. We are getting quarterly reports on all cases
more than a year old. We have said that in more-than-one-year-old cases
pending with Inquiry Officers, somebody from the head office should go,
and suggest action. We cannot go into each of the cases in FCI, because
it is a big organization, but we are going into the gencral queltion of

*At the time of factual verification, FCI stated “The vigilance mquu'y awmt
the godown incharge has been completed and the penalty of reduction in rank

for 3 years has been imposed.”

[FCI D.O. No. QC 7/1 (4)/COPU/88]
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performance of FCI, how it can be improved, how storage losses etc.
can be minimized and improvements can be brought about in other

activities’’.

1.57 The Committee enquired whether any steps were taken by FCI to
-pecover the loss caused to the Corporation due to the negligence of its officials.
The Chairman, FCI stated in evidence as follows :

“There is a provision for the recovery of losses caused by the negligence
or otherwise of the officer concerned. In this case, that order has not
been passed. They have been dismissed in this case.”

1.58 On being asked about the procedure for recovery of losses in such
cases, the Committee were informed by the Department of Food that as per
the FCI (staff) Regulations, 1971, ‘‘the recovery of pecuniary loss caused to
the Corporation from the pay of the delinquent is imposed only when it has
been established that the delinquent was directly responsible for a particular
act or acts of negligence or breach of orders or rules which caused the loss.
While imposing such penalty order, the disciplinary authority has to fix the
number and amount of instalments in which the recovery is to be made. Such
recoveries should not exceed 1/3rd of basic pay of the delinquent officer and
should be spread over a period of 3 years. In other words, the recovery should
ot exceed one year's basic pay. in any case”.

1.59 When the Committee desired to know whether these provisions did
not apply to the present cases of despatch of sub-standard wheat the Secretary,
Department of Food stated in evidence :

“Once a person is dismissed. You cannot recover from his pay. After
"that he is not going to get any pay......... In this case, i. cannot be reco-
vered according to that procedure. The only way it can be recovered is
through filing a civil suit’’.

F. Deterloration of Wheat at Airstrip Lalitpur

1.60 Another case of deterioration of wheat stored in the open at Air-
strip Lalitpur during October, 1985 was noticed by the Committee. On being
asked to furnish details of this case, the Department of Food stated in a note
farnished after evidence that Lalitpur Airstrip was set up in the month of June,
1984. A total quantity of approximately 1.07 lakh tonnes of wheat was sto;ed
in this CAP complex. Preservation of the stocks in CAP storage at Lalitpur
was not satisfactory and there was heavy infestation in the stocks and preser-
vation measures were not taken in time. However. all the stocks were covered
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to protect the same from the monsoon rains. There were rains in September,
1985 and again untimely heavy rains between 4th and 14th October, 1985.
The rains were accompanied with dusty winds which led to blowing and tear-
ing of the covers. The damage to the stocks occurred following the heavy
rains of October, 1985, This was again attributed to the negligence of staff as
between October, 1985 and May, 1986 no salvaging operations were under-
taken and only marginal segregation was dome. After the final salvaging a
quantity of 23498 MI's of damaged wheat was obtaned. It was also stated
that on the bas:s of sale realisation and the cost of the gunnies used in salvag-
ing and the amount paid to the labour for salvging, the losses were worked out

to be Rs. 2.40 crores.

~ L61 As regards the action taken in this case against the officials involved
the Committee were informed by the Department of Food as under : :

(1) *“7 Cat. III officials and two Cat. II officers dismissed from service.

(2) 1 Cat. I officer charge sheeted under major penalty on 10-8-87 and
the enquiry is in progress.

(3) Managing Director ordered initiation of major penalty proceedings
against two Cat. I officers. Further Action being taken.

(4) The then Distt. Manager, FCI, Jhansi reverted and now Asstt. Mana-
ger was issued two charge shoets under major penalty on 3.8.87 and

3.11.87. Enquiry is in progress.
(5) Four Category II officers charge shected under majér penilty on
28.11.87. Baquiry is in progress.”*

* At the time of factual verification, FCI stated “Two category-I Officers have
since been charge-sheeted under major penalty on 27.2.1989 and 21.3.1989.

The enquiries against 4 catcgory-Il officers charge-shected under

major penalty on 28.11.1987 have since been completed and the report of

the enquiry officers has been submitted to thc competent authority for

orders.”
[FCI D.O. No. QC. 7/1(4)/COPU/88]



PART I
CONCLUSIONS/RECOMMENDATIONS OF THE COMMITTEE

2.1 The Committee have observed that there have been wantom disregard
of worms of quality control in the despatch of foodgrains stored ia the godowns
of Food Corporation of India to various destinations. As a result sub-standard
wheat was despatched from Naini to Mangalore in February/Masch, 1984; from
Jhansi to Mangalore in September, 1985; and from ()rai to Mangalore in Octo-
ber, 198S.

2.2 The Committee have been informed that on the basis of weeviled germ-
eaten grains, what is catagorised into four categories viz.,, A, B, C and D. Cate-
gory A contains germ-eaten grain upto 17. In category B, germ-eaten grain is
above 1%, and upto 4%, and in category C, it is above 47, and upto 77, whereas
in category D, it is above 77, and apto 15%,. As regards disposal of each
category, it has been stated that whereas A and B categories are made available
for consumption through Pablic Distribution System, C and D categories are not
issued for direct consumption but are given to the Roller Flour Mills for process-
ing into Maida, Suji etc. According to FCIL. any sab-standard stock i.e., below
category D is either disposed of as cattle feed or is upgraded before despatch
to apether place.

2.3 The Committee are distressed to observe that 2229 tennes of sub-
standard wheat was despatched by FCI during February/March 1984 from Naiai
to Mangalore by declaring it as C and D category wheat. Before despatch,
quality of the stock was not verified, as should have been done as per normal
practice and this lapse was detected only after the consignment was received at
Mangalore and the labourers handling them developed allergic/symptoms on skin,
eyes etc. In this conmmection, Managing Director of FCI also admitted “'the
despatch instructions were sent for C and D wheat and not for sub-standard
wheat... ..without upgrading this should not have been dispatched”.

2.4 In another case, 1117 tonnes of lower category wheat, kept in FCI
podown closed for two years as the godown was sealed after the suspeasion of
godown in-charge on misappropriation charges, was despatched from Jhansi to
Mangalore without exercising proper checks about the quality. On receipt at
Mangalore on 2ist September, 1935, it was noticed that the stock comtained
waste floar to the exteat of 57, to 6.5); and iusect bored and twnmeled graim to
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the extcnt of 22 to 28%,. When the labourers refused to unload the stock, it
was rebooked to Bangalore on 22 September, 1985 on the advice of Zonal
Manager (South). The Committee are astonished to observe that even though
the entire stock in FCI depot was sub-standard, only 37 tonnes of wheat was
shown as sub-standard in the records of the depot, as was also admitted by the
Secretary, Department of Food during his evidence. The remaining quantity was

shown as C and D category and was despatched.

2.5 Yet in another case, 1664 tonnes of lower category wheat containing
weeviled grain with heavy infestation (23 to 74°,) was received at Mangalore
from Orai (Jhansi) in October 1985. The labourers there also refused to un-
load the stock and on the advice of Regional Manager, Bangalore, the consign-
ment was rebooked from Mangalore to Orai in November, 1985, since the
authorities at Mangalore expressed their inability to handle or to issue such
sub-standard wheat. The quantity received at Orai was 1631.865 tonnes. The
loss incurred as a result of storage, transportation, demurrage, cleaning etc. in
this case amounted to Rs. 29 lakhs. In Committee’s view, this loss has occar-
red due to sheer negligence and blatant violation of the clear instructions to
dispose of sub-standard wheat as cattle feed or poultry feed. The Committee
recommend that in order to avold the possibility of sub-standard foodgrains
being despatched in futare, FCI should consider the feasibility of colouring the
sub-standard foodgrains in such a manner that it is clearly distinguished that it
is meant for cattle feed and eliminate complctely the chances of sub-standard

wheat entering into the market for human consumption. The Committee would
like to be informed of the measures taken by FCI to prevent the sub-standard

wheat from being sold to the consumers through the Public Distribution system.

2.6 From the matcrial placed beforc them, the Committee have formed
an impression that apart from despatching sub-standard wheat from Naini,
Jhansi and Orai without checking the quality, neither proper records of the
quantity despatched were maintained nor the wheat was weighed before despatch.
Thus in the case of Naini, FCI assumed the quantity despatched to be 2170
tonnes apparently on the basis of communications from CWC, Mangalore,
although no specific receipt had been obtained from CWC. However, after the
Committee took up this subject for examination, this figure was revised by FCI

to 2229 tonnes

2.7 The Committee find from the break-up of the figure 2229 tonnes of
wheat, as furnished by FCI. 42 tonpes were taken up for cleaning, 1171 tonnes
were moved to Shimoga godown and 939 tonnes were declared fit for cattie feed.
This left a shortage of 77 tonnes which could not be accounted for. However,
during evidence, Food Secretary expisined that this shortage of 77 tonwes of
wheat was due to transit and storage losses which were written off by compe-
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tent authority. It has also bcen reported that no responsibility in these cases
bad been fixed on anybody and claims with Railways had also not been preferred
because of the receipt of wagons in ‘seal intact condition’.

28 Similarly, a shortage of 33 tonnes of wheat in the case of wheat re-
booked from Mangalore to Orai did not come to the notice of Head Office and
they came to know only when they were preparing for their oral evidence before
thc Committee on Public Undertakings. The Committee cannot but deprecate
the serious laxity on the part of FCl in datecting and investigating the traosit
and storage losses which had reached the alarming figure of Rs. 151 crores during
1986-87, as was admitted by the Secretary, Department of Food, during bis
evidence before the Committce. The Committee note that in 1986-87, an amount
of Rs. 2000/- crores was paid to FCI as subsidy. They strongly feel that there
is immediate need for taking steps to plug the loopholes and bring down the
transit and storage losses to the minimum possible extent. The Committee also
desire that a suitable system should be evolved whereby all cases of tramsit
losses are detected and promptly investigated. The Committee also desire that
the foodgrains despatched should invariably be weighed at the despatch station
as also on receipt of the consignment at destination point.

2.9 Another aspect which intrigued the Committee was the non.implemen-
tation of the quality control provisions. While the foodgrains stored in the FCI
godowns are required to be examined evcry fortnight by the technically qualified
staff with a view to undertaking prophylactic and curative treatments wherever
necessary, such examination was not being done regularly. In the case of wheat
stored at Naini, the period of such inspection before the wheat was despatched
to Mangalore ranged from 55 to 144 days. Asa result, A and B categories of
wheat when received at Naini between October, 1982 to March, 1983 got deterio-
rated and downgraded to below ‘)’ category by the time it was despatched to
Muangalore. Similarly, the last inspcction of wheat stored at Jhansi depot was
done in April, 1984 and the stock was despatched in September, 1985. The
Committee need hardly point out that the deterioratiom in quality of stecks
could bave been preveated, had there been regular inspection and bad they bven
given timely prophylactic and curative treatment. The Committee expect the

FCI to tighten the sapervision machinery and take prompt and suitable action
against the supervisory officers, wherever laxity is fonnd.

2.10 The Committee cannot but express their unbappiness over the inordi-
pate delay in taking disciplinsry acticn against the crring officials In the three
cases of despatch of sub-standard wheat. Though the case relating to despatch
from Naini cane to the notice of FCl in March 1984, charge-sheets in the case
were issued only in March, 1985. Inthe case of despatches from Jhansi and
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Oral made in September and October, 1985 respectively, charge-sheets were
fsoved in April, 1988 and Jume, 1987 respeetively. All these inquiries whre
completed during the last quarter of 1988 after the Committee took up the
subject for examination. The delays in completion of inquiries were admitted
by Chairmaa, FCI to be due to inaction on the part of disciplinary authorities
which are spread all over the country. In ome of the cases viz. Naini, the Senior
‘Regional Manager, U.P. showed utter disregard to the repeated reminders from
the Headquarters for initiating disciplinary action. As a result, the persons
respopsible for the delay in initiating disciplinary action are yet to be idemtified.
The Committee cannot but express their serious concern over the disgusting state
of affairs in the Corporation. This reflects lack of control by the Headquarters
over its Regional Offices. The Committee would like to be apprised as to what
action has been taken against the Scnior Regional Manager, U.P. for not initia-
ting the inquiry in spite of several reminders from FCI Headquarters.

2.11 The Committee are unbhappy to observe that although the vigilance
enquiry for misappropriation charges against the Godown lncharge at Jhansi was
initinted in March 1984, the same could not be completed before the end of the
year 1988. What is more intriguing is that the Godown Incharge who was
suspended in March 1984, was reinstated in March 1986, and the charge-sheet
was issued to him in October, 1987. Even after issuing the charge-sheet the
Enquiry Officers were changed four times. The Committee have a feeling that
the completion of the enquiry was delayed deliberately to help the delinquent
officers. The Committee would, therefore, suggest that persons responsible for
delaying the inquiry should be identified and suitable action taken against them.
They would also recommend that action should be initiated as per the procedare
luid down for recovery of losses caused to FCI from the persons who have been
found directly respossible for causing such losses. The Committee would like to
e apprised of the final action taken in this regard.

2.12 The Committee have also noted that there are a large number of
cases in FC| where inquiries are pending for more than a year. Obviously,
there is a need for strengthening the Vigilance Department in the Corporation.
The Committee note that a whole time Chief Vigilance Ofticer has been appointed
in the Head Office. The Committee hope that the posts of Eanquiry Officers
created in the Regional Offices would also be filled up soon to accelerate the
process of completion of pending inquiry cases.

2.13 Apart from the despatches of sub-standard wheat discussed in the
preceding paragraphs, a case of deterioration of wheat stored in the open was
poticed by the Committee. A quantity of 1.07 lakh tonnes of wheat was stored at
Airstrip Lalitpur in 1985. Due to umsatisfactory preservation measares, there



was heavy infestation in the stocks, which also got damaged due to heavy rains
in October, 1985. The Committee are surprised to observe that no salvaging
operations were undertaken between October, 1985 and May, 1986 and only
marginal segregation was done as a result of which only 23498 tonnes of dama-
ged wheat could be salvaged. The Committee strongly deprecate the careless
manner in which the stocks have been handled by FCI. Admittedly, this is due
to the negligence on the part of the staff which caused FCI a heavy loss to the
tune of Rs 2.40 crores. Although 7 category III officials and 2 category II
officers are reported to have been dismissed from scrvice, the inquiry against
some other officers is still in progress. The Committee desire that the inquiry
against the officers involved should be completed without any further delay and
deterrent action taken against the officers found guilty.

2.14 On the basis of material placed before the Committee and also the
evidence of representatives of FCI and the Miuistry, the Committee have come
to a painful conclusion that the state of affairs in the Food Corporation nceds
to be gone into thoroughly for effecting all round improvement. There is utter
disregard of procedures prescribed for periodical checking of foodgrains stored
in the FCI godowns resulting in deterioration of quality. Foodgrains are des-
patched to different stations without verifying their quanlity and quantity. Short-
ages are simply written-off as storage and transit losses. What is worse, that
matters relating to negligence of are deliberately allowed to linger on for years
without anybody being held responsible for the delays and lapses.

2.15 Keeping in viecw the dismal state of affairs prevailing in FCI, the
Commiittee recommend that Government should appoint a High Level Committee
of Experts which should examine in dcpth the working of FCI and suggest ways
and means to remove the prevailing shortcomings so that Corporotion becemes
an effective instrument for proper bandling, procurement and distribution of
good quality foodgrains.

NEw DELHI, VAKKOM PURUSHOTHAMAN,
April 24, 1989 Chairman,
Vaisakha 4, 1911(S) Committee on Public Underiakings.
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